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AID-DLU/E-841
June 20, 1969

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEEZ
~SUBJLCT: Ecuador - FeasiﬁilityVStudies

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $2,000,000
o the Government of Ecuador to assist in financing the costs of
economic and engineering studies to determine the feasibility of,
and to develor adequate data for the consideration of investors
and for the preparavion of loan applications for, specific
development projects in Ecuador.

Please advise us as early as possible but in no event
later than close of business on Friday, June 27, 1969, if you
“have a basic policy issue arising out of this prorosal.

~ Rachel C. Rogers
Assistant Secretary
Development _oan Committee

Attachments:
Summary and Recommendations
Projcct Analysis
ANNEXZS I-V
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ECUADOR - FEASIBILITY STUDIES

SECTION I - SUMARY AND RECOMENDATTONS

“ 1.

2.

3, .

b,

BORROWER: The Government of Ecuador (GOE)., The project will bte
executed by the National Planuing and Economic Coordination Board.

LOAN:
(8) Amount.- Not to exceed U. S. $2,000,000
(b) ‘Terms.- The terms will be 4O years including a grace ﬁeribd
. of 10 years with interest rate of 2% per annum during the
grace period and 3% per annum thereafter,
(¢) Local Cost Commonent. - It is estimated that approximntely

25% or $500,000 of the loan will be used to meet local cost
elements of the project.

PROJECT DESCRIPTION: The AID loan will be part of a larger GOE
program to produce a permanent pipeline of economic and technical
studies to form the hasis of finan:ing for development projects.
The loan proceeds and approximately U.S.$1,000,000 in local
currency costs contributed by the GOE vwill be used to finance

.econtracts with prequelified U. S. and Ecuadorean firssfor eagi-

v neering prefeasibility and feasibility studies for specific

. priority projects in the areas of irrigetion, agricultural qiversie
-fication, secondary road transportation, and airports. The cone

tracts will include technical services and necessary equipment

. procured by and for the account of the contractor.

The Mission was permitted to submit this Capitel Assistance
Paper without formal JRR epproval. in order.to facilitate expedi-
tious pir.nessing of the loan in light of favoreble experiecnce
under the first feasibility loan which is described in detail in
the paper. v . o e
PURPOSE: The purpose of the loan is to secure o continuing flow -
of feasibility studics to develop projects suiteble for financing

by U. 5., foreign, local and international institutions in priority

development areas.
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5. FINANCIAL PLAN: '
Foreign Exchange
Program Costs Costs Local Costs Total
. (U.S. Dollar Equivelents)

IDB Loan for Guayas Basin

Studies $ 1,170,000 : - $1,170,000

GOE Contribution to IDB g '

Loan Financed Studies $ 562,000 562,000

AID Loan | 2,000,000 | 2,000,000

GOE Contribution to AID- . '

Loan Firanced Studies ' : 1,035,C00 1.,035,0C0
Total .. § 3,170,000 $1,597,000 _§% 767,000

Source of Firaneing for :

AID Loan Pinanced Studies U. S. Dollar Cost Local Costs Total

AID Dollar Loan $ 1,455,000 $ 545,000 $2,000,000

- GOE Contribution

1,035,000 1,035,000

$ 1,155,000 $1,580,000 3,035,000

‘6, ALTERNATIVE SOURCES OF FINANCING: There is an existing IDB feasi-
'bility loan for the equivalent of U.5.$1,170,000 for studies relating
to Guayas River Basin developrent. The National Planning Board has
explored the possibility of finencing for a feasibility studies loan
with the World Bank, the Inter-American Development Bank (IDB), and
the Export-Import Bank, all of which institutions have indicated

" that- they are not interested in financing this project. Formal -
comnents from thise organizaticnes will be received before loan
authorization, 3 ;

T. STATUTORY CRITERIA: A1) statutory criteria have beep met as indie
cated in the Statutory Checklist, Annex III.

8. VIEWUS OF COUNTRY TRAM: Primarily Lecause of the strained relations

" which existed between the U, S, Government and the previous GOE
administration, no new AID lending has been guthorized for Ecuador
for thrce years. The more favorable political situatvion prevailing
at the present time makes an active developing lending program a
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desirable element in U. S, relations with Ecuador. Unfortunately,
there is not presently availeble o well developed diversitied

group of thoroughly studied capital projects from which ATID and
other lending institutions cen select suiteble projeceis for
Tinancing. The first Feasibility Studies loan is ncw fully comitted
and almost fully disbursed. Studies financed under that loan do

not deal with certain critical areas of interest dealt with in

the proposed loan, As lendirzin the areas %o be covered by this
loan mist await satisfactory completion of %he studies, the Country
Team considers the immediate initiation of the feasibility study

- efforts to be necessery in order to corrr on a balanced progrem

10,

. of the countxry..

of economic development in Ecuzdor. This loan will develop studies

which will support the primary objectives of AID strategy in Ecucdor,
improvement of the economic and social situction of lew incoma groups
end improvement of the ncar and middle term foreign exchange pesitien

ISSUES: None

LOAN ADMINISTRATION: The project will be administered by the Naticnel
Flanning Board. Procurement and disbursement will follow routine
brocedures for these activities. AIDfs,role in the admimistraticn

of the loan will be lirited to the usual monitoring activities.

. Close collaboration with other lending institutions will be maintained,

RECOM:ENDATIONS: On the basis of the conclusions of the Capital
Assistance Committee thet the project is technically, ccononmically
and financially Justified, it is recommended that & loan for U, S,
and local costs to the GOE for an amount not to exceed US$2,0
nillion be authorized subject to the following terms and conditions.

(a) Interest end Terms of Repayment -

Borrower shell recpay the loan to the Agency for International
Development (A.I.D.) in United States dollers within forty (40)
Years from the first disbursement under the locn, including

& grace period of not to exceed ten (10) Years. Borrower shall
ray to AID in United States Dollars, on the disbursed balance
of the loon, interest of two (2) perceat per asnum during the
groce period and three (3) percent per annum thereaftor.
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(b) Other Terms and Conditions

(1) Equipment, materials and services financed under the

loan shell have their crigin in and be procured from the
United States or Ecuador. Shipping financed under the loan
shall be procured from the United States, and marine insurance
financed under the loen shall be placed in the United States
with a company authorized to do marire insurance business ia
any state of the United States.

'(2) United States dollars utilized undey the loan'to finance
local currency shall be made available to Borrower or its
designee through appropriate procedures and shall be identi-
fied with procurement in the United States.

(3) The loan shsll be subject to such other terms and cone
ditions as AID may be deem advisable.

Projecs Committees

.Loan Officer: Charles S. Blankstein

Bconomist: Clarence Zuvekas
Legal Counsel: Christopher "atlock
Enginecer: Sterling Hedgpeth

: Sterling Nichols
Program Officer: Richard J. Greene
Controller: Guss Nolan

Drafting Officer: Charles S. Blankstein
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SECTION II - NATURE OF THE PROJECT

.A.

B,

Intrcduction

The propcsed loan will finance a series of feasibility studies
of projects in areas of economic activity where there is a clear
need for capital inputs and for which likely sources of financing
exist. The arcas of interest under this lcoa include irrigatien,
agricultural diversification, secondary rocads, and cirportis.

The objective of the loan is to provide finzncéable projects
in particular mutuslly agreed arcas of interest to assure the conti-
nued expansicn of necezsary infrastrucvure in Ecuador and to identify
key develoopment opportunities to facilitete increases in agricultu-
ral production. In identifying these cbjectives for this loan the
Mission has taken into account representations by World Banlk and
IDB officinols concerning the lack of ovailability of financcable
project proposals in the areas of activity covered by the loan. This
loan will meet requirements in specific areas of activity rather than
support a general effort in project planning. Justificatica for the
particular areas of concera is treated in the Economic Analysis.

"This project is part of an overall GOE program for developing
financeable cepital vrojects. This prozrom under the general direc-
tion of the National Flenning end Eccunomic Coordinaticn Eoard, is
presently being acsisted by an IDB loan to finauce studies of develop-
ment possibilities in the Guayas River Besia.

‘The Mission was permitted to gsubmit this Copital Assistance
Paper without formal IRR approval in order to facilitate expeditious
processing of the loan in light of favoreble experience under the
first feapibillty loan which is described in detail in the paper.

History end Baclkrround

1., Past Particivation by AID

The first AID Feaslbility Studies Losa for Ecuador (518-L-017)
for $2,000,0C0, wos signed on September 4, 1963. This lcan

is now fully committed and will be fully disoursed by larch 31,
1970. This project, details of which are presented in Apnex II,
is considered to be a guccess. The loan wes utilized for
financing of a Supervised Agricultural Credit program study

for the Banco llacicnal de Femcnto which was utilized in the
establishment of such a program by the Bank and soven coastruce
tion project studies as follows:
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A study of the Pisayambo Hydroelectric Power and Irriga-
tion Project cn the Yanyacu and Patate rivers, northeest
of Ambato, - as submitted by the Harza Engineering Company
in June 1967. Harza recommended the development of 140
megawatts of hydroelectric power and the irrigation of
up to 21,400 hectares of land. The report was epproved
by the Planning Board and AID end the GOE has contracted
with the firm Itelconsult for the next siage of develop-
ment, the final desiga of the project.

The Jubones-Paute Hydroelectric Projects in soutiicsn .
Ecuador were studied by Chorles T..1ain Internaticnal
which submitted & prefeasibility report in December, 1568.
The prefeasibility study reccrnended, with the concurrence
of the Planning Board and USAID, the develcpment of the
Paute project. The consultant has been authorized to
proceed with theé #ull feasibility study of the Paute river
project uader finencing from the first feasibility study
loan. The World Bank has indicated interest in financing
construction of this project and now has the matter under
active consideration. .

A study of the Guayaquil Land Reclamation Project was
underteken by the Tudor Engineering Company. whose report
vas submitted to the Plunning Board in June 1967. AID/W
approved an IRR for the financing of this project on
April 10, 1959. The project will be submitted for AID
financing in fiscal year 1970,

Hezen and Sawyer submitted a report concerning & potable.
water project for the nmunicipality of Machala. Thne report
was accepted and approved by the National Plenning Board

and AID. The GOE has applied to IDB for financing this
project. It is understood that IDB is favorably considering
this application.

« Charles T. Main Interrnationel submitted a study for irrigation

in the Milagro-M. J. Calle areca of the Guayas River Basin
in January 1968. Under this project, two small irrigation
projects near Guayaquil would be rehabilitated and extended
to serve 12,000 hectares by gravity flow to grow a wide

-:’variety of troplcal crops. Groundwater studies as part
"' of the project would lay the basis for a subscquent develop-

ment stage. The IDBRD has this project under active considce
ration for financiung at the present time.
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. 6) and 7) TAMS Engincering submitted reports in 1966 on proposed
highways from Guayaquil to Empalme end from Hobol through
Jipijapa to Montecristi. The Nobol.-Jipijapa-tontecristi
road was considered not feasible for financing at the
Present time because of a lcw benefit-cost rotio. The
IDB has indicated interest in firencing the Gueyaquil-
Empalme highway project.

. On the basis of the foregoing it epsears thet the first
feesibility studies loan, wvhile not yet completely disbursed,
should be considered a success. Six of the seven construction
projects studied under the loosn ere now under active considerae-
tion for financing by internstional lenders. The seventh wos
found not to be feasible. The supervised sgricultural credit
etudy resulted in establishment of a banking operation of this -
nature. With respect to the administration of the loan by the
Plenning Board, it is the view of the lission staff that the
Board has handled.ihe loan very well and that it is clearly
capable of handling the proposed loan.

It should be noted that the projects studied under the
. first loan were weighted heavily in the electric power sector.
Requirements in other sectors suggest the desirability of other
types of studies in the proposed new loan.

- ¢ PBackeround of the Provosed Lonn

“In April 1967 the Plenning Board, on behalf of the GOE,

submitted to the AID Mission an epplication for a loan of ur
to US$3,500,000 to assist in financing a group of 25 studius
the estimated totel cost of which exceeded USS5 million.

- While the Mission was prepared to give favorable consideration
to the applicetion on its merits, the strained relations
between the previous administration and the United States led
to the raralyzing of any new lending operations in Ecuador until
José Maria Velasco Ibarra took office in September 1968.

During the succeeding months, both the Ecucdorecan Government
and the Mission have reevaluated thelr objectives and prioritics
.8nd this effort has resulted in, among other projected activities,

.en.applicaticn by the GOE for this proposed feasibility study
.loan and concurrence by the Mission in the desirability of wder=
taking.such an effort. The final applicction dated May 8, 1369,
includes one project from the old application, secondary roads.

 UNCLASSTFIED
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The new studies reflect the recently recognized urgency of:
needs releting to irrigation, agricultural diversification
_ &and airport'and the growing capacity of CEIDES (Centro de
'Desarrollo Industrial) to handle industrial feasibility
studics which constituted & major part of the earlier pro-
posal.

Relation of the Loan %o £ID Objectives in Ecucdor

The primary objectives of AID strategy in Ecuador are:

"1. To promote economic and social betterment of low income ele=

ments of the population and

2, To assist in meeting near and medium term economic problems of
the country by providing assistrnce emphasizing development of
agricultural end agro-industrial activities having immedisate
effects on the foreipgn exchange positica of the countiry.

In addition, the Mission has a general interest in promoting
the flow of development cepital. into the couwatry from sources such
as the IBRD and the IDB. In this connection, the Mission views
itself as having & catalytic role in promoting development invest~
ment throughout the Ecuadorean economy though it m2y have selected
specific activities for the primary focus of its own emergiec.

The proposed loan relates to the objectives of social and econc-
mic betternent of low income groups primarily through those projects
relating to irrigation, agriculturcl diversification, and secondary
roads.. These projects and the airports study also relate to the
szznomic objective of improvement in Ecuador's foreign exchange
position. The poragraphs below describe these relationships for
each of the areas of study proposed under the lozn. Part III. B.
and 'Annex III provide more details on these studies.

1. The aree to the south and east of Babahcyo for which a ground-
© water irrigation survey is proposed is potenticlly cne of the
most productive in the Guayas River Basin. The land is flet,
and soils are well-drained and suitable for the developzent of
high-yield crops. Transportation facilties are good and
. communications with the major market of Guayaquil will be even
better with the completion of the Guayas River Bridge in 1971.

UNCLASSIFIED
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The major crops now grown are rice end sugar; pineapples
and cotton are ulso importent. Irrigation will permit
douhle=-cropping of rice and a diversification into tobacco,
corn, tomatoes, watermelons and other truck crops.

Rice, once a major export crov, has been imported since
1967 but again could become an irportant export item. (See
Part III. C.) Some 65-75% of Ecuador's rice, including that
in the proposed grcundwater survey, area, is grown by small
farmers whom the USAID is assiting in cooperative developnent
programs. The sociceconomic adveacement of these low incorme
groups would be greatly assisted by irrigation, which would

© allow them to grow two rice crops annuslly and to diversify

into other crops.

Sugar is grown in this erea on large plentations, producing
for the export market, expansion of which is limited by world
sugar trading arrangements. Among the other commndities mentioned

" above, tobacco end cotton are now imported, but self-sufficiency

could be achieved within a few years with increased production
in the. Babahoyo and other areas. Pinearples are & potential
export crop. Except for sugar end cotton all of the above come
modities can be grown economically by small farmers.

" Irrigation will greatly benefit agriculiural production in

many other parts of the country. The present lcsn addre¢sses this

need by also proposing irrigation studies in the provinces of

_Cotopaxi, Azuay, Manabi, and Esmeraldas. These others, which
~are described in Annex III, have been selected &s being of the

highest priority among the various irrigation studies in which
the GOE is interested.

The nerth-central zone of the Guayas River basin is now devoted:

declining, as prcéuction is shifting southward to ELl Oro province
vhere groving conditions are more favorable for the Cevendish

-varieties now in faver in world merkets. Also, Ecuador is facing
“increasing competition from Centrel America and other producers.

CIAP expects banana exports to fall from $108 million in 1968 to

.$9§ million.in 1969 and $85 million in 1970 and 1971.

""" The decline in banana production in the Quevedo-Santo
" Domingo area is resulting in increased unemploy=ent and migretiorn
- from the aren into the cities, particularly Guayaquil. The pro-

blem is now/Ecrious that CIAP repgards diversification in the
Quevedo-Santo Dozingo area and urban developxzent in Guayaquil as
two of the thrce highest priority areas with which the GOE should
be concerned. .. ) '
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There are nwmerous comxodities whose production could
be expanded in this area, including corn, soybeans, african
palm, peanuts, rubber, fibers (:2in ebaca), pastures, and
fruits. In addition, beef cattle and pig raising could be
considerably expanded. As CIAP recognizes, a detailed
feasibility study of the area is needed to identify more precise=-
ly these possibilities of the commodities mentioned above.
Beef, perk and fibers have goed export pcteantial, whlle increased
production cf africen plalm, soybecns, peanuts, and rudber wolldd
result in import substitution. Beef catile, scybeons, alricaa
palm and ebaca require medium or large-scale production units, |
but the other commodities can be produced efficiently by omall
farme::s. .

3« The proposed feasibility study of secondary end penetratioa
roads will erphasize the cpening up of new agricultural. lands
in areas where it eppecrs that spontaneous colonization by
small farmers can result in significent increases in production
both for domestic consumption as well as for export and import
substitution. lNost of these new egricultiural production areas
will be located in the Coastel region. ‘

L. As described in Section III, C., new airports in Quito and
Guayaquil are essent.ial for increasing Ecuzdorfs foreign
exchange carnings from tourism. In addition to its balance
of payments effects, an expanding tourist industry can make,
an important contribution toward providing increased employ-

- ment opportunities for lower income groups.

Relation of the Project to Activities of Other Financing Instituticns

The Mission conceives of this lcoan as financing feasibility
studies for projects which will be eligible fo.' financing not only
by AID but also other interested institutions. .

Informal inquiries have been rnde with the World Bank and IDB -
representatives concerning the propnosed list of feasibilitvy studies
projects and the Mission has been informed that each project on
the list would be of interest it feasible to ome or both of the
institutions in question. Indeced these representatives indicated
that in general. the proposed loan will be highly desirable rrom
the point of view of the planning operations of these institutions
in Ecuador. To ascure that cach study will be as useful as possible,
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proposed studies will be submitted to the World Bank and the IDB
~ for comment and no study will be approved unless the World Bank,
the IDB, the Mission or other institution indicates a strong-
interest in financing the project: 1if it proves to be technically
~and economically feasible.

Worth of emphasis is the interrelationship of the proposed
loan with the overall GOE effort in project development which is
currently being supported by the IDB loan for CGuuyes River Basin
developrent as well as the first AID feasibility study lcau.
With respect to two of the studies to be financed under the pro-
posed loan, AID will finance studies Of projects identified and
studied at the prefeasibility stage with IDB financing. Project
execution financing for a number of activities studied uwnder the
loan will in many cases be handled by other institutions.

The Mission is particularly gratified to be able to participate
in an overall program of project identification, feasibility studies,
and project financing involving inputs by the GOE &nd several inter-
national lending institutions at different stages of project develop=-
ment. The Mission considers *his a good example of the kind of clo:ze
working relations that have developed between the various interna=-
tional institutions in Ecuador and believes that a continustion oF
this type of integrated activity is highly desirable.

UNCLASSIFIED
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SECTION ITI - DESCRIPTICH OF TIE PROJECT

A,

Borrower

The Borrower will be the GOE. The vroject will be edminise
tered by the National Planning and Economic Coordination Board, .
an autonomous ageacy of the GOE in charge of surveying and superw
vising the national development plan and, within the coatext of

. the plen, identifying and developing specific projects needed to

achieve the objectives of the plan. In the estimatica of l4ssioa
stafl based on experience under the first Feasibility Study Lozn,
the Planning Board is fully capable of carrying out its respon-
sibilities under the proposed loan. Furthermore, it has proven
itself capable of dealing effectively with internationsl lending
institutions and it is anticipated that it will make optimal use
of the studies which will be financed under the loan.

Studies to be Financed Under the Loan

This loen will finance a ceries of feasibility studies and
related activities in the areca of irrigation, agricultural divere
sification, secondary road construction and airports. These

~ studies are defined with reason2ile precision at the present

time and are described in Annex III to this paper. Aduitional
categories or individual studies aay be included wunder the loan
by the mutual agreement of the GOE and USAID, '

The following paragraphs briefly describe the objectives
sought under the studies.

1. Irrigption

Ecuador is and will probably remain into the foreseeable.
future primarily an agriculiural country. Unfortunately,
its water resources have been the cause of a significant
obstacle to development of the egricultural sector. Not
only have natural conditions such as severe drought in some
of the potentially rich agricultural arcas been a problem

. but also a general scarcity »f water in many areas which
ere now the centers of agricultural production of the
country are a significant limiting factor to development.
The Velasco Government hes identified irrigation as sne of
the critical areas of the national concern and the }ldssion
concurs in this Judgment.. The Government has proposed an
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ambitious program of irrigation projects. Unfortunately,

it does not appear that there are domestic or foreign
resources in sight to suppoxt such an effort. However, it

is considered necessury and eppropriate to assist the GOE

in prefeasibility end feasibility studies for a specific
group of priority irrigation activities. These activities, .
which focus on thoeeprovinces which would have rich agricule
tural potential if adequate waier sunplies vere &vailable,

- will involve storaze and distyibution studies in Cotopaxi

and Azuay, the use of the Toachi River to irrigate

large areas of Manabi Province and a preliminary study of
efficient uses of the abundant vater poteatial of Esmercldas.
These projects, studies of which will coms $550,000, are
listed and described in Annex III.

" In eddition to the foregoing, $640,000 of project
funding has been alloccied for a survey of ground water
irrigation potential in a 4,200~square kilometer srea
to the east and south of Babshoyo in the southern Guayas
Basin. This study was proposed by the Guayas River Study

‘Commission which, with support of an IDB loan, is studying

development potentials in the key Guayas Basin area.

Agricultural Diversification

The north central area of the Guayas River Basin is presently
devoted primarily to the exploigﬁ&ggn of Gros.  lMichel bananas -
vhich during the past few years/ becora increasingly less come
retitive in world moerkets. To weintain its present level of
banana exports, Ecuador will have to coatinue shifting to

the more productive Cavendish varieties. It 15 generally
believed that this shift will result in the ccncentration

of banana prcduction oa a much seeller nunmber of hectares

and will in oddition result in a considerable decline in
banana production in the north central Guayas River Basin

a8 other arezs appear to be more suitable for the prcduction
of Cavendish bananas. Diversification of production is thus
imperative to maintain employment opportunities in this area
which potentially is one of ihe o5t socially explosive areas
of -the ccuntry. - : o Co

~--The changing economics of bznans preduction and marketing
€8 well as Ecuador's need rreatly to expand and diversify food
production meke it highly desirable to study the possibilities
of agricultural diversification in this area. As pointed out
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in Section IIX. C. (Economic Analysis), Ecucdor®s per-cepita
food production has been declining in reccent years, arcd this
in the face of already low levels of ner-capita. food consump-
tion and nutriticn.

Since the Guayas River Basin Study Team has elready carried
out extensive soil, climate, water and other studies in the area,

" the major emphasis of the proposed feasibility study would te

on crop studies and marketing. These studies, carried out by
system analysis methods, will define the oztimum ecoacmic
alternatives for diversification and developmant in this area.
It is believied that wost of the benefits from agricultural

" diversification will accrue to smaller farmers, thus contribu-

ting to the Country Teanm objective 'of sociol and economie
edvancement of lower income groups. Additional details con-
cerning this proposed study which will cost $36O 000 are set
out in Apnex IIIL. -

Secondary Road Construction

One 'of the criticel problems facing the plenners of economic

- developrent in Zcuader is that of the handling of the question

of proposed road construction. The Ministry of Public Works

has submitted to the World Bank, the IDB and AID & nroposul for
the so-called "Third Phase Highway Construction FProgranm®, a
seven billion sucre effort involving roads of all types iu
every province of tne country. This program has little like=-
lihood of being financed and indeed appears to reflect primarily
political con51deratlonn in the selection of projects to be
undﬂrtaken.

" The view of the Mission and the unofficial view of various
other informed officials is that the resources available to
Ecuador for rwad construction should be concentrated in the
development of seconda.y and penetration roads in the coostal
regions of the country where the economic impact in terms of
increased agricultural production and facilitation of morketing

- would be most significant. In the view of the Mission the most

effective way of dealing with the problems of road priority
selection is to see that sound feasibility studies are available
for those rood projects which appear to be most desirable.

Studics financed under the loan will relate only to such sccondary
and penetration roads. In eddition, a general study of the road
gystem will assist in defining more effectively the real road

and ldghway requirements of the country. :
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The proposed study will include & complete ianventory
of the existing road system west of the Pan American Highway -
to the Coast; a determination of standards for vorious types
of roads; o comprehensive traffic count and analysis on the
highways and roads undexr consideraticn; an investigation
of existing and potential areas of production and consumption
in selected regions ranging west from the Sierra to the Coast;
the preparation of a mastcr plan for ceatempicied road inprovee
ment; the esteblishment of priorities for scccadery and penee
tration roads; and the prosecution of feasibility studies of
four to six top priority secondary road routes. In the selec=
tion of these studies the contractor will be required to take

4dnte account the possible relation of the construction of

secondaiy roads to spontaneous colonization in areas where
there is recson to believe such activity might lead within

2 short period of iime to important increases in agricultural
producvion. . .

Turther details on this effort which will. cost almost

$1,200,000 are provided in Aanex III.

Airports

Ecuador is facing serious civil aviation probtlems because
of & Tailure to develop critical airport facilities. Tne
most serious problem is that caused by the obsolescence of
the two major airports of the country, those in Guayaquil
and Quito. A thorough prefeasibility study has been carried
out by civil. aviation officials of the Federal Republic of
Germany. fhe Germen study recormended, among other things,
the following activities: the instellation of certain
navigaticn aids and repair of runways in both Quito and
Guayaquil; construction of a new runway at the Guayaquil
airport tc meet necessery stendards; and the construction
of & new airport for Quito. L

The implicotions of the problem of key ailrports in terms
of economic development with particular reference to tourism
are obvious especielly in light of technological advances in
air transport such as the new "jumbo jets" which could not
use present airport facilities. The proposed feasibility
study will utilize the Gerran study as a basis for a final
study of the recommendations mede. This effort will cost
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approximately $100,000 of which $15,000 will be local costs.

In addition to the internztional airports problem, there'

- is a serious lack of adequate regional airport facilities.

For example, it appears that the lack of a regionel airport
in the area of Manta-Portoviejo-Rocafuerte is beginning to
have a limiting effect on the development of Manabi: Province.
I7 should be noted that such an airport would in all likeli..
hood serve Bahia de Coraquez where a major AID guarcaty
development operation will be started shortly. Similarly,

it is necessary to consider airport improvements in the areas
of Esmeraldas-Atacames, San Lorenzo and Machale. Finally, the
development of the Oriente will requiru the use of more civil
aviation facili ties as the cost in time and roney of depending
on the construction of roads for opening these areas appears
to be excessive. - B : .

The propoéed loan will finance appropriate studies of |
these problems which will cost approximately $200,000 of
which $40,000 will be local. costs.

The Mission is of the view that a serious development
obstacle will develop if resources are not dedicated to civil
aviation activities in the near future. The proposed feasi.-

. bility studies will e the first step in this direction.

Substitutions for Studies Described

It is anticipated that the Feasibility Studies described
above will be the studies whicn will he carried out under

“{this loan, and the financial plan for this loan is besed upon

the analysis of those studies as set forth in Annex III.

During the administration of the loan it m y become appropriate
to substitute other studies for thosc described herein, or to
add additional studies. Should & substitution be deemed appro-
priate, the GOE, ecting through the Planning Board, will notify
the USAID of its proposed plan of action and submit to the

" USAID with respect to each feasibility study which it proposes

to substitute for those on the approved list, sufficient detail
to permit the USAID to coasider the proposal and approve or
disapprove the proposed action. The GOE will not be obliged

UNCLASSIFIED



‘- 17 = UNCLASSIFIED

to undertoke a study if the USAID does not approve its being
withdrawn froam the approved list. However, a new study not
on the approved list will not be financed without AID approval.

C., Economic Anolysis

1. Introduction

The fcasibility studies proposed under this lozn, with the
one exception of airport dcvelonment, wili lend ©o projects
that will contribute toward more rapid agricultural develop-
‘ment in Ecuador in ways that are coasistent with AID country
objectives. Section II. C. deccribes how these projects are
expected to contribute to these objectives. The present
sechion will be ccneerned prirarily with deronstrating the
importence to the Ecuacorean econowy of & more rapid growth
of its agricultural sector. It will then touch briefly cn

. the importance of eirport developzent for tourism, where
foreign exchange earnings could be substantially increased.

Agricultural development in Ecuedor is of high priority -
for & number of reasons: (1) per-capite food coasumption
in Ecuador is lcw in calorie ond nutritional terns¥* and per-~
capite focd production 1is declinizgs (2) export diversificae
tion is imperative in view of the uncertain future outlook
for benanas, coffee, and cacao; and (3) the slow growth of
the agricultural sector has been primarily responsible in
recent years for Ecuedor's mediocre rote of economic growth,
(4) the apgricultural sector has created insufficient employ-
pment opportunities, and (5) agriculture has provided little
© ¢pportunity for the econonric ond sociel .advancement of lower
income groups in rural areas thus resulting in serious poli-
tical implications. ' :

2, Economic Crowth and the Performance of the Arriculturel Sector

- Ecuador's average onnusl rate of growth of Gross Domestic

. Product (2% market prices)in the 19%0's (1950-68) has been
%.5% compared with o rate of 5.0% in the period 1650-60. In
per-capita terms, the decline has been more pronounced--from

¥ In 1963, the latest ycar for which data are available, average
7~daily~caloric intoke per-capita was 1,830 calories, and daily pro-
tein cousunption per-capita  wes 43.7 rrams, 14.2 of which were of
animal origin. . . Inter-American Development Bank, Soclo-Teoncmic
Propress in Latin Arcricd (Socinl Progress Trust Fuad, kigat Annual
Report, 1304), p. 159.
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1.9% in the 1950's to 1.0% in the 1960's-~given en increase

in the population growth rate. Thus Ecuedor's performance has
been considerably short of the Alliance target on an average
annual GDP increase of 2.5% in per-cepita terms. For 1638,
CIAP has estimated the total GDP growth rate to have been
h.3%, slightly less then the rate for the 1950!'s as a whole.
This represents & slowing dowvm from *he 5.5% rate calculated
for 1967. The decline was attributed in iorge part to drcught
conditions that adversely affecied agriculturcl production.

Durin{ the 19€0's, the rete of growth of the rmanufacturing
sector has risen significantly and exceeded the rate of growth
of the economy as & whole, a reversal of the situation in the
1950's. The agricultural sector, on the other hand, has
exhibited a marked deterioration in performance from the 1950's
to the 1960's.

The following figures surmarize these trends:

- REAL GROWIH RATES OF GDP, FANUFACTURING, AND AGRICULTURE
(At Factor Cost) -
(Average annual perceantage increases)

| @P Mg, Agric.
195G-60 kg T bk
1960-67 4,6. . 5.8 3.1

: This poor performance of the agricultural sector is attrie
"butable more to a slower growth of production for domestic con=
surptica than to a slower greowth of producticn for exmort.
According to VSAID/IRS, per-capita agricultural producticn in
Ecundor fell frea an iidex of 108 in 1950 (1957-59 = 1C0) to
107 in 1857.% Excluding, however, the four major export crops

bananags, coffes, cceco, and sugar), the decline in rore=copita
agricultural production is much more pronounced: from 48 in
1960 to 92 in 1967 (1957-59 = 100).** .

It is evident that a significant increase in
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"‘Ecuador's present rate of GDP growth-—h.S% for the 1960%s--
is heavily dependent upon more rapid increases in productiod
"in the agriculturel sector, which accounts for about a third
"of GDP, or twice as ruch as the ranufacturing sector. This
‘loan represents a needed coatributicn towards acbieving

this objective.

3. The Need for Exrort Diversification

Since the early 1950's, 85% of Ecuador's commodity expors
earnings have been accounted Tor by bananas, caclo and coffee,
" with bunanas increasing in relative importonce to the point
that in the 1960's they have provided 55%-60% of total com-
modity export earnings.

- - Total commodity export earnings have increased at satise
- factory levels, growing &t an average annuel rate of 6.7%
" from 1950 to 1950,i% 4.4% in the pericd 1960-1968, despite a
~ period of stagnation irom 19o0 to 1963.* In the'last few
- years, however, banana exports have stopped increasing, and
a decline of ebout 107 in 1969 is very probable. Ecuador
has been steadily losing its ceopetitive position in tne
- U, S.marke% as the more favorably located Central American
countries hove recovered from their banana disease problems
and have converted repidly to the smaller Cavendish bananas
now favored by U. S. consumers. Ecuador is olso beginning
“to lose in the Western Europesu market, which several years
© ago repleced the J. S, &s Ecugdor®s number one banana customer.
The two mejor mariets —-Eastern Europe and Jepane- are still
very uncertain and unsteble. Ecuador's inability to purchase
significant amounts of commodities from the Eastern European
" countries under the bilateral agreemeats governing most of
+this trade casts doubt on whether or not these agrec:ments
will be reneved. The Japanese market, into which Ecuedor.
entered in the esrly 1900's, fluctuates considerably from
year to year depending on the darage ceused to the Taiwanese
_ banane crop by typhoons and other factors. Algo, in the
future, Ecuador rmst face the possibility of increasing
- competition in the Japanese market from the Philippines.

¥ Bulance~of-payments export figures.

UNCLASSIFIED


http:gr-t-.ng

« 20 - UNCLASSIFIED

Thus the long-term outlooxk for Ecuador's banzna exports
is bleak. Even raintenance of the Preseat level of exporte
Will require that the industry talke rapid strides in converw
sion from the Gros: Michel to the Cavendish varieties, improvee-
nent of quality control and lowering of production angd rarizeting
costs, .

Exports of cacao,after growing Spectacwlarly in the rast
two years due both the rising prices crg to gocd barvests,
are not likely to be such a dynamic factor in 1959. Though
Prices shouldl continue to rise, a decline in output has been
"Predicted,as growing and harvesting conditions have not been

In future years, Ecuador must contend with increased competie
tion from Chana, Nigeria eng other major producers ag they:
recover Irom disease and War problems that have adversely
affected Production, Recovery OI' production in these countries
may well result in lovwer prices within 2 year or two. Never
theless, in the long run andg leaving aside the Dbroblem of wide
swings in Drices, Ecuador seems to have a Teasonably good future
in cacao broduction.

Exports of coffee, Ecuador's third major export, are limited
by the Inernational Coffee Agreement ang the slow grouth of
world demand. '

since late 1968, will probably continue to be a threat for
the next four to five yeers given the outlook for the three
mejor exports and the prospects for export diversification
during this period. While exports of manufactured products
are lIncreasing at a satisfactory rate, they are stil}l at a
very low ebsol:ite level and cannot be expected to Dprovide

& major ghare of export earnings for ARy years. Anong
agricultural products, the most imortant export prospect

is rice,which Ecvador once exporied in quantity but has not
exported at 21l since 1966 in light of domestic consurmtion
. catching up with production. I% has been estimated that
Ecuador cowld export ag much as $25 million of rice annually
within five years. Houever, even to achieve a more modest
goal of nalf that arount will require erforts on the part

of the government and the private sector to stimulate rice
productisn much greater than those evident now. Anmong other
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. agricultural prbducts, exports of a numbexr of ﬁinor itens .-

~including tea, canncd mushrooms, and abaca— are likely
to be increased in the next few years but these increases

. will probably not total more thon $10 million (less than

5% of current totelesports)by the end of the k& to 5 year
period now under consideration,

For the longer run, balénce-of-payments prospects are
brighter. Most importantly, Ecuadcr is expected to bersin
to export substantial cmounts of vetroleum in late 1972 or

~early 1973. In addition, developments ncw wderway 3y

result in significant cxports of lumber and lumber preducts
and livestock products end increased exports of fish and
seafood in five to ten years. Still, Ecuador will need to
seek and develop other sources of foreign exchange earnings
from tourism as well as from goods. A major objective of

. the studies proposed in this loan is to contribute toward

this need.

Airport Develovment and Tourism

- Ecuador's two major airports, those in Quito and Guayaquil,
are for several reasons rapidly becoming obsolete. In addition
to increased urbanization around the airports resulting in
serious safety problems the airports are not equipped to handle
the "jumbo" jets that will come into service in the early 1970's.
Inability of the airports.to handle these jets, as well as
increaning inability to handle present jets, will result in a
by~passing of the country by significant aumbers of tourists
thus endangering the growth of the touris: industry which has
made importaont advances in recent years, with tourists!
spending in Ecuador rising from en annual average of Si.n million
in’1960-62 to an annual average of $7.5 million in 1965-67.
Improved airport facilities, by contrast, will increase the
attractiveness of Ecuador for tourism. " At the same time,.
it is rwcognized that better airports alone are not sufficient
to ensure a significant increase in tourism. Ecuador simul-
taneously will have to increase its tourist promotion efforts
and increase the attractivencss and accessibility of points of
interest to tourists. '

WICLASSITIED



- 22 - UNCLASSIFIED

5. Absorptive Canncity end Minancing for Projects under +hig Loon

For the past few yeers, the stete of Ecuador's public
finances has deteriorated and sizeable budget deficits have
been incurred. To keep these deficits down to ranageable
levels, the GOE has primarily relied on reductions of budgeted
expenditures with much of the reductions unfortunately being
made in capital rather than in current expenditures. Some of
the cuts have involved local contributions to fereign~financed
projects. There are, however, several reasons for expecting
that lonal contrivutions for the studies %o be undertaken with

" his loan will be forthecoming without any serious difficulties.
- In the first Place, the present government has already announced

its intencion of undertaking projects in each of these fields
vhich it regards as being of high priority for the country’s
development. Secondly, it is particularly interested in the
development of the Guayas River Basin. CEDEGE has continued
to receive adecuate funds for its centribution to the survey
now being carried out by the IDB financed study teamn.

Assuming 211 studies result in positive recomrendetions
and further assuming 509 of construction costs are in foreign
exchange, construction of the projects studied wnder this loan
can be estimated to costr :‘ approximately $40 million (320
million foreign exchange costs, $20 million local costs),

.using the 1:20 ratio of feasipility studies to constructicn
costs assumed above. This awount, spread over several years,
should not impose any serious burden on Ecuador's capital
absorptive capacity.

6. Repayment Prospects

Ecuador's retio of debt service to commodity exports in
1968 was epprccimately 10.4%, a rather low ratio in comparison
with other Latin Ameritan countries. However, debt service
payments are expected to rise from US$21:9 million in 1968
to US$53.1 million by 1973* as grace periods on loans contracted
during the 1950°'s begin to run out. At the same time e;pgrts

" will be rising rather slowly, probably by no more than 3.5%-5.0%
annually. Th3 would put the debt service/commodlty export
ratio at about 20%-21% in 1973, This moderately high ratio,
however, should be very shortlived. After 1973 the rate of
increase in debt service payments is expected to slow down,

*¥Planning Board estimate prepared in connection with the revision
of the 1O0~Year Plan{
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while at the same time the rate of increcse of commodity
export earningsshould increase very sharply given the
expected initiation of substantizl petroleum exports as
well as the good prospects for additional export diversifie
cation and expansion to which this loan will contribute.
The debt-service ratio could thus fall to l?w-l3% by the

,late 1970%s.

Ecuador haes had & gocd record in moevinyg its loan renay-
ment obligations to AID and other international leanding ins-
1

-titutions.

On the basis of the foregoing, the Loan Committee concludes
that Ecuador has the capacity to meet the repayuent obligations
of this loen.

Justification of Local Currencv Finoncing

- For the past several years, the GOE hes had serious budget

. difficulties as revenues have been insufficient to covaer rising

expenditure demonds. Even with custerity policies on budgeted
expenditures, sizeable budget deficits have been incurred.

The 1968 cash deficit is estimated at S/560 million or ebout
18.5% of totel expernditures. The-technical and political
difficulties of correccting this situation are such that several
years will be required to effect a significant improvement in
‘* - public finances through improved tax administration. - The
present government, in-office only eight months, has not had
time to make significant progress in this field. In addition
to these difficultics, Ecuador is now in the midst of a

' balance-of—naymcnus crisis and has just received an $18 million

standby from *the IMF. Since the standby requires Ecuador to
1imit the size of its budget deficit, dollor financing of

" local currency costs under this loan is justified.

Ju“tification of Ccncessionary Terms

This proposel cells for grenting the loun to the GOE on
the most concessionary terms available, 3% for 40 years with
a 10 year grace veriod during which interest will be 2%,  The
nature of the financial problems facing the Ecuadorean Govern-
nent has been referred to elsewnere in this section. The
Government is presently facing a serious budgetary crisis and
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it is anticipated that critical neceds for government expen-
ditures will coatinue to absorb finencial recources available
to the government well into the future. Vhile substantial
improvements in certain elements of the GOE finencial picture
are anticipated during the next decade, the requirements for
financing will probably continue to outrun available resources
through the end of the century. All previous AID financing
in Ecuador in recent years has been ca the rost coacessiocnary
~terms available and other internatioral lending institutions
pursue & similar policy. IFurthermore, thz loan proposed will
not begin to generate favorable economic consequunces until
the projects contemplated by the studioes are financed eand
constructed. On the basis of the foregoing, the Loan Committee
hes concluded that this loan should be made on the most con=
cessionary terms possible.

D, Financiel Analysis

1. Introduction:

The proposed $2.0 million AID loan will be used to cover
all U, S. foreign exchange and certain locel costs of contracts
with consulting firms or individuels. It will noitfinance the
local costs of any LOE Ministry or autcnomous agency personnel,
either directly, via reimburserment, or through any other means.

The cost of a feasibility curvey will vary according to
the type of investigation and the amount of information
available at the time of the study. A general approximation
that the studies will not cost more than S% of the total conge

. truction costs cen be used for estimating purposes.

It is expected that approximately 75% of AID loan proceeds
will be used to finance the U. S. dollar costs of -antracts
with U, S. engineering firms. . Some local costs of contracts
with U. 8. consultants ond/or AID prequalified Ecusdoreun
firms would also be financed from this proposed loan to the
extent that such costs are not considered the local contribu=-
tion described in the next parcgraph.

The GOE, the National Planning Board, other autonomous

bodies, and locel groups concerned with each study will con-
. tribute such time, personnel, office space and other support
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which may be reascnably cxpected and required as well as
certtin local costs of contracts as the Ecuxdorean contri-
bution to the cost of each survey. Fsotimates of such costs
are reflected in the detailed analysis in Annex IIL.

. 2. Overall GOE Planning Program*

BID Assinted Operaticns

BID Loan $1,170,000
GOE Contribution °  __ 562,000 :
: ' : R $1,732,000
AID A551 sted Oneratlons B B

- ATD Loan _ $2,000,000
‘GOE Contribution - 1,035,000

’ $3) 035 2 000

4 , 000

The GOE contributiorn to IDB assisted project is approximately
32.4% while the contribution to the proposed AID loan is 34.9%.

3.' Costs of Erojects Fiﬁanced Under this Loon* -

Foreipgn Local

: . Exchange Currency _ :
FEGJECTS Costs Costs - ° Project Total * Grand Total
Water Resources
Groundwater Expl. hos - . . 215 . 640 .
Selccted Irrigation ‘ T .
Projects 80 470 _ . 550 1195
- Total o 505 - oo 685 . .-
Agricultural ”
Diversification 215 s '

215 145 360

¥ All Ilpurcn expressed in thouuand of dollars or dollar cquivalent at
official exchange rates
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Foreign Local
o Exchange Currency
PROJECTS A Costs Costs Project Totold Grand Total

Seconéary Roads

Evaluation Studies 265 290 - 555
Road Feasibility .
Studies 225 105 620
-hg0 695 o . 1185

Airports » ) ' |
Quito-Guayaquil 85 15 100
Regional Airports 160 40 : 200

| . ks 55 ‘ 300
GRAND TOTAL _ 1kes 1580 f . ‘ 22;2,

. Sources of Funding of Projects to be Financed Under this Loan*

Foreign Exchange o
Costs : Locel Costs ' Total

AID Loan | 1455 . . 55 2000
GOE : . - 2035 1035
Totals 1455 | 1580 2035

5. Alternative Sources of Financing -

There is #u existing IDE fv 'sibility loan for the equiva-
lent of U, S. $1,170,0C0 for studics releting to Guayas River
Basin development. The Planning Board has.explored the possi-
bility of financing for & feasibility studies loan with the

- World Bank, the Inter-American Development Bank (IDB), and the
Export-Import Bank, all of which institutions hove indicated
that they are not interested in finoncing this project. Formol
comnents from these organizations will be received before loan

- authorization.

* All figures expressed in thousand of dollars or dollar equivalent
at official exchange rates. '
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SECTION IV - LOAN ADMINISTRATION

This loan is to be administered by the National Planning Board
which will negotiate and administer the feasibility study contracts
to be financed thereby. ' :

Assuming authorization of this loan by June 30, 1969, it is anti=
cipated that the loan agreement will be signed by September 1, 16359.
As conditions precedeat are routine in aature, they should be mev
within two months after siganing the agreemeat.

.
.’

. It is anticipated that all studies will be under contract no later
than 12 months after the signing of the loan aegreement. Consultants
. will be chosen through normal procurenent procedures for such services,
including prefeasibility and small pbusiness notices. USAID will assist
the GOE in locating reputable U. S. economic~engineering firms which
might. contract for parvicular feasibility studies througnh the usual
-procedures. The GOE .will negotiate with prequalified U. S. economic~
engineering firms, local firms, consortia of locel and U. S. firms, or
occasionally & nishly spccialized U. S. or Ecuadorean individual or
individuals. Each contract will be approved by USAID prior to contract
‘execution by the GOL and the consulting firm or individual in its
-entirety. U. S. contracts will be financed under letter of commitment
‘procedvres and local costs by SLC procedures. ’ )

Where appropriate, contracts will call for & procedure under which
the contractor will be required to submit & report subject to AID and
Planning Board approval to assure that the study will conform to all
requircments necessary to assure construction financing such as adeguacy
of methodology of economic enalysis and the like. To the extent that
the Mission staff is unable to provide the aporopriate expertise for
such analysis, the assistence of AID/W will be required.

Prior to the disbursement of loan funds for each project, the
. Planning Board will submit, for the aporoval of AID, the following'
information: :

1) Description of the project

2) Justification of study

3) Results of review of existing data
) Objectives of study
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5) Detailed scope-of-work
6) Detailed plan of operations
7) Budget, personnel, and equipment requlrements

Most of this information has already been compiled Tor the studies ‘
to be undertaken.

- During project emecution, it will be the responsibility o2 the
USAID Capitoel Development cnd Engineering Office to monitor.the Pro=

dect to essure that: )

1) The Plannlng Board executes each project in accordance with
the approved work plan, specifications, and time schedules;

2) The Planning Board submits periocdic reports on the progress
made and on prellmlnary findings;

3) VWork progress is satlsxactory and there is compliance with
' specificatiors, work plons and other conditions of the loan.

Upon completion of the studies the data will be presented in some
permancnt type report. These reports will be reviewed by the Planning
‘Board and AID s e{sfP for complience with the scope-of-work. USAID will
also dlscuss/ evant GOE ministries the action plans to be developed
as a result of the reports. _
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SECTION V - EFFECT ON U. S. ECCIOMY

The project will not have any unfavorable iwpact on the U. S.
economy. It will not lead to competition with U. S. enterprises
but instead afford them the opportunity of examining end possibly
- participating in worthwhile opportunities.

It is anticipated that most of the funds will be expended on
contracts for U. S. engineering firms end coasuliants. After
surveys: are completed, it is anticipated thet tae suosequent investe
' ment and loan projects will lcad to an increased demand for U, S.
goods, services, and equipment and thus resulting in a positive
-effect on U, S. valance of payments.

SECTION VI - ISSUES

None.
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ANNEX I, Page 1 of 1

CERTIFICATE OF USAID DIRECTOR

I hereby certify to the Adminietrator of the Agency for
International Development that to the best of my knowledge and
belief Ecuador possesses both the finaneial and human resources
effectively to ;aintain end utilize the project to be undertaken
pursuhnt.te the terms of the AID loan proposed in this paper for
. feasiﬁility studies between the Government of Ecuaaor and the
“United States of America. In so certifying I have taken into
- account the utilization of similar projects in Ecuador previously.
' financed or a551sted by the United States, and I have mcre |
partlcularly taken 1nto account the demonstrated capability
of Ecuacdor to effectively utilize development projects of this

nature.

5/3/87 ' /%V"-—W

(Date) - Robert J. Minggs
: Director
AID Mission Lo Ecuvador
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_SITUDIES FINANCED UNDER FIRST FEASIBILITY STUDIES LOAN (S518-L-017)

Projectea cost of

. Date of AIb Contrect Amount Prooosed Or recom=
Tyoe of Name or Date of Acceptance Contrisvutions xmenced project
Nase Project Consulting firm Contract of Contract ($ Millions) Dollers  Sucres ($ Millions)
Systea of Supervised Agri-
cultural Credit for ban- Agricultural International Imp. Letter
co Kacional de Fomento Crecit Development Fa.
Services, Inc. 11/13/64  (12/28/64) 0.030 0.025 0.005 16.0
Survey of two Roads Highways TAMS 8/26/65 Imp. Letter 8.7 (Giayaquil-Empalae)
Ho. 7 2.75(Nocol-Jipi japa=
(10/13/65) 0.125 0.087 0.038 Montecristi)
‘t/1/65
Machale Water Supply Potaole Water Hazen and Sawyer 6/25/65 (Reconfirmed
approval by .
Izp. Letter 0.030 0.076 0,004 3.75 approx.
#6 ©/12/65)
X
Pisayanoo Hydroelectric=- Harza Eagincering Imp. Leter . B
Irrigation Co. 10/15/64 Ko. L 0.kg9 0.423 0.076 ok.2
_ (11/2/64)
Guayaguil Land Imp. Letter .
Recle=m<ion Land Recla- Tudor Engineering No. 3 0.417 0.256 0.161 5.51
Metion Co. 3/31/66  (10/29/65)
- 7.2 (1lst. stage)
Milacro-N. J. Calle Irrigation Charles T. Mein Imp. Letter 2ng. stage to pe aeter-
. International, 7/30/65 tio. 6 mineé after construction
Inc. (8/17/65) 0.525 0.3h1 0.164 of 1st. stage
Imp. Letter
Jubones - Paute Hydroelectric Charles T. Main 6/15/66 No. & 0,374 0.265 0.109 295, 9
International Inc. {10/29/05)

WA LAL RV ONE

el fin
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DETAILS OF PROFOSED STUDIES TO BE
FINANCED UNDER THE LOAN

.A; Water Resources

l. Ground Water Exploration P&ogram

This proposal was made by the Comisidn de Estu
Desarrollo de la Cuenca del Rio Guayas (CEDEGE
Planning Board which in turn incorporated the

application to AID for feasibility study finan

The proposed study calls for ground water expl
area of approximately 4,200 square kilometers
of Milagro, Yaguachi, Babahoyo, Catarama in th
portion of the Guayas River Basin.

The scope of work for the study will include t

June 20, 1969

dios para el

) to the National
proposal in its.
cing.

orations in an

in the region"
e southeastern

he followings

Review of data’dn existing wells; organization of an integrated
geological/geophysical/drilling program; elevation survey;

geological/geophysical (resistivity) survey; t
pump tests. chemical tests of water; interpret
report on groundwater production; preparation
farmers showing, drilling depth, well diameter

est drilling and
ation and final
of area maps for
» potential yield;

benefit/cost analysis of irrigation by groundwater based on

potential-vater yields, increase in agricultur
cost of water; engineering cost analysis inclu
lation costs and methods of irrigation using ¢
rreliminary design of typleal well installatio
irrigation zystem.

The project is to be completed within 18 calen
field work will be completed in 12 months.

-Project cost analysis for dollar and sucre cos

. UNCLASSIFIED

al. production and
ding well instal-
roundwater; end
n and typical

dar monthg Geophysical

ts are as follows:
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GROUNDWATER EXFLORATION

PROGRAM

f@§SONNEL AND COST ESTIMATES

DOLIAR ACCOUNT

: $ per '
(1) North Arerican Pevsonnel Mogs, =  man/me. . Amb.

- Geologist/geophysicist 12 1350,00 16,200,00
Geophysicist S 10 1150,00 - 11,500,00
Geophysicist ‘ 8 . 1150,00 9,200,00
Hydrogeologist/Drilling .

B : Supervisor 10 1350,00 13,500,00

Civil Engineer 18 1500,00 . 27,000,00
Economist o 3 1500,00 %,500,00
o ’ B1 < 81,500,00
(2) Overheads and Fees 81,500,00
(3) Main Office Support 3,000,00
(4) International Travel (5x3x800; 1x800) 12,800,00
(5) Foreign living Allowances (61m/m x $4CO) - 24,400,00
(6) ‘Field living Allowances (410 x 22 x 30.5) '6,T10,00°
2(7) Resistivity Equirment Rental 50,000,00
‘1(8) Drilling & Pumping Equipment purchase¥* 120,000,00
(9) Administration and Direct Costs B 000,00
38%,910,00

~ (10) Contingencies ' 40,000,00

TOTAL DOLLARS ~ $W2%,910,00

*Equipment includes one rotary drilling rig,
basic support vehicles, drill pire, casing,
drillbits and other expendablas, large pump
for testing purposcs.

¥ IT 77
UNCLASSIFIED -,5(]



SUCRE ACCOUNT

'(l) Ecundorean Personnel

3 Geologists
"1 Chier Driller
1 Drill Crew
2 Surveyors
2 Surveys Crews
3 Resistivity Crews

(2) Overheads and Fees

S per
Mos, Inan/mo,
36 7,000.C0

12 5,000.00
72 - 1,500.00
2l 3,000, 00
192 1,500, 00

E%é 1,500,00

(3) véhiclp Rental (6 veh. x Sk,000 x 18 ms.)

(4) Véhicle Operatlon and maintenance

(5) Fiela living costs (100x22xh08)

(o) Laboratory Services

(7) Drafting and Report Production

(8) Contingency

Suere Casts Expressed in

TOTAL SUCRE COSTS

Dolldrs

513,880,600 ¢ 18,18 = 213,45k or say $ 215,000
. f . . )

UNCIASSITFIED
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Amount

252,000.00
60,000.00
108 ,000.00
'72,000,00
£38,000. 00
108,000. 00

3000, 00

888,000.00
432,000.00
250,000, 00
897,600.00
50,000,00

125,000, 00
3,530 €00, 00

350,000.00

Sl:3 +8804600,00


http:50.,000.O0
http:897,600.00
http:250,000.00
http:432,000.00
http:888,9000.00
http:108,000.00
http:r38,000.00
http:108000.00
http:0,000.00
http:60,000.00
http:252000.00
http:1,500.00
http:3,000.00
http:iP500.00
http:5,000.00
http:7,000.A0
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2, Irrigation
The following irrigation projects will be studied under the loan:

1) Cotopexi Plan

This project will benefis aporoximately 33,700 hectores
(83,239 acres) in Cotopaxi Province in the Sierra south

of Quito.

In order to irrigate as much as rossible, the Province of
“Cotopaxi and the Instituto Necional de Recursos Hidrdulicos
- (INERHI) have mede preliminary studies of all the possible
Jrrigation and drainage projects which appear feasible.

The plan to be studjied consists of four sub=-projects and °
-eovers all arcble land of the province below 3,000 meters

above sea level.

-The project concists of three storage reservoirs and one

‘direct diversion as follows: '

‘e RiOANegroxl.)am Lol

.-. This dam is to accumulate waters from the rivers Blanco

-2.- and Negro that form part of the river Pumacunchi, which has

= 2-a watershed of 213 sguare kilemeters, with a canal of 20 lm.
The canal is planned have & capacity of 5 cubic meters per

=" second- (approximately 175 cefes.) to irrigate approximately

11,100 hectares (27,417 acres). :

be Alaques Dam L L

- This dam will store waters from the Alaques river, which
-+ has & watershead of 184 square kllometers, and will have
- an-average of 5 meters per second (176 cufas.) coming in.
o 0f. this amount 3.7 cu. meters Dexr sccond will be used to

irrigate 8,200 hes. (20,254 acres) and the balance to be
used in the Latacunga-Salcedo project.

¢, Cutuchi Danm

This dam will store water from the Cutuchi River which : .-
has a witershead of 20T square kilcmeters. The capacity
of the canal will be 507 cubic meters per second (179 CofeSe)

" UNCLASSIFIED
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to irrigate a total of 10,400 hectares (25,638 acres).
d. ZLatacunga-Salcedo Sub-Project

This sub-project to irrigate approximately 4,000 hectores

. (9880 acres) from the Cutuchi River in the Province of Coto-

+ poxi and approximately 4,400 hectares (10,868 acres) in '

Tungurahua Province.
Tomebambd. Woterskead
This project is to study the best uses of the waters of the Tozee
bamba River for sources of potable water, irrigation, and hydro-
electric developzent in the Province of Azuay.

Toachi-Manabl .. Project

This project will investigate the possibilities of diverting:
the waeter of the Toachi River which flow from the Sierra

-northwest to Esmeraldas to reservoirs for irrigation purposes

in the potentially rich Province of Manebi which suffers from
recurrent drouths. The provision of irrigation water to areas
of Manabi will not only assure the production of crops now beirg
grovm, but will also enable these areas to grow two crops per
Year which is now impossible. The project cculd affect up to
80,000 hectares of farm land. '

" Esmeraldas Preliminary Survey -

Esmeroldas is one of the provinces which has an abundance of
water resources whivh can be used for irrigation and water
power. Additional amounts cver and above the needs of the
province should be diverted to other areas where there are
shortages. The purpose of this preliminary survey will be
to make an inventory of possible uses of the water resources
of the Province of Esmeraldas. ’

UNCTASSIFIED
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' ETdJect cost'summary for dollar and sucre costs are as follows:’ T

Project Poreign Exchange ATD Loan Local GOE Contribution Tot

Cost . Cost Element

Cotopaxi $10,000 40,000 25,000 75,000
Tomebamba 30,000 | 50,000 20,000 100,000
Toachi-Manab{ 10,000 . . 190,000 .100,000 330,000
Esmeraldas : ‘ 4 ' | :
(Preliminary) - 30,000 . 15,000 45,000

h $ 80,000 - 310,000 160,000 550,000

UNCLASSIFIED
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B. Agria ltural Diversification Study in North Central Zone of the Guayas

Basin

This proposal was 21s0 made by CEDEGE ta the Planning Board, which
incorporated the broposal in its application to AID for financing,

The purpose of this study is to establish through systoms analysig
methods the optimum econemic alternatives for diversifying the |
agriculture of the North Central Guayas Basin arez; the establishment
of investment priorities in the area; and the training of Zcuadorean
personnel to utilize the sysven in Tesponse to changing econcmic and
agronomic conditions, :

Basic data to De collected ang analyzed include: yields of Crops
suited to the area under existing and optimal corditions; cost of
broduction under present and improved conditions; and £ross and net
revenues under present and improved conditlons. The Tollowing factors
Wwill also be studieq %0 ascertain theip bresent state and +o evaluate
expected improvome g2 infrastructure; internal and oxternal markets
for primary products of the area; markets for processed products;
extension services; agricultural credit; egricultural cooperatives;
vocational agriculturgl training; and agriculturgl research Drograms,

From this data it will possible to determine @n optimal agricultural

developent and production pattern and to ddentify investment priorities

and pay~off rates. The design for the implementation Program will
include a regional management scheme to establish and maintain optimm
production in line with changing internal and eéxternal conditions,

The management scheme would coordinate with all national ang international

agencies working in the region,

The cost analysis for dollar and sucre expenditures is as
follows:

UNCLASSIFIED
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AGRICULTURAL DIVERSIFICATION
DESICN OF MANAGEVERT PROGRAM

© PRELIMINARY COST ESTIMATES

DOLLARS Mos. K3 -Amount
(1) Personnel Salaries

~ Agronomist 12 1,000 12,000

Economist 12 1,250 15 »000

Management Information Spccia]ist o 1le . 1,250 15,000

Agricultural Credit SPVCZL&].lSt 6 1,250 - 7,500

Civil Engineer - 2 1,000 2,000

Animal Husbandry Spcciall.;t 2 1,500 3,000

Tropical Hebiculturelist 2 1,250 2,500

48 57,000

(2) Overheads and Fees o 57,000

(3) Main Office Support . 15,000

(k) Intermational Travel and Foreign _Aﬁ.‘l.owa.hce:,
Adr Fares  lx 3 x $800 $ 9,600
‘Moving Exyanse 4x $1,000 1,000
3 x 300 900 o

Allowances . 48 x $400 18,400 32,900

_(5) Office Equipment - © 73,000

- (6) Field Equipment - 2,000

- (7) Other Direct Costs +15,000

Contigencies 730,000

' 5 211,900

. No{:e_: The Tollowing personnel axre also required bub will be supplied from
other sources: . e e

Land Tcnancy Expert 2 months
Agricultural Education Speelallst 2 months
..-Cammunity Develomzent Specialist 2 wonths

. UNCASSIFTED ' C’\
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Table 4, page 2 of 2
SUCRES Mos. § Amount

(1) Ecuadorean Professional Salaries

- Management Information Assistant 12 12,000 5/ 144,000
Senior Agronomist 12 10,000 120,000
. Economist 12 7,000 8l,000
{ Veterinarian 2 12,000 i +2l,000
Civil Engineer 6 10,000 60,000
Agroncmist 12, 12,000 114k, 000
56 576,000
(2) Professional Overheads and Fees - 90%. 520,000
(3) Non-Professional Salaries
Typists 18 mo. x S| 3,000 54,000
Drivers . 48 mo. x S 1,700 81,500
Tech, Ascistants 30 mo, x S 5,000 150,000
Draftsmen 30 mo. x S/ 3,000 90,000
 Misc, | | 10,000 386,000
(%) Non-Professional Overheads and Fees = 40% o 155,000
(5) Travel in Ecuador ' 50,000°
(6) Living Expenses’ : 200,000
(7) Vehicle Operation and Maintenance '
4 x 12 x §/ 3,000 144,000
(8) Field Expenses ' - 40,000
(9) office Equipment 100,000
(10) Ot.her Direct, Cqst; _.?_9_(2;_9_9__0
2,370,000
230,000
TOTAL, 2,600,000
' BRI R O Sty

Total Sucre Costs E::presseq in Dollars,
2,600,000 ~ 18,18 = $142,960 or say $1%5,000

UNCIASSIFIED ~ \\@
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Co Secondary Roads Study Prorram

This project will include a complete inventory of the exis ing
road system west of the Pan Anerican Highway to the Coast; a
determination of standands for various typss of roads; a
comprehensive traffic count and analysis on the highways and roads

- under consideration; an investigation of existing and potential
areas of agricultural production and conswmption; the preparation
¢f a master plan for contemplated road :i.mprovement; the establishment
of priorities for secondary and penetration roads; and the '
prosecution of feasibility studies of four to six top priority
secondary road routes.,

- Project cost estimates are gilven below, Thése are diﬁde'd“infdu
two'parts: . - ’

le  evaluation studies and 2, feasibility studies

PR B A
N
-y

1. EVATUATTION STUDILS

Dollars - Mos, _Rate in US&' Amount
(1) Personnel Salaries’ : _ .
. Project Engincer 12 - 1,550 T $ 18,600
Economist S 6 - - - 1,550 . ....9,300
© Geologist ’ o e 1,550 _— 3,000
Highway Engineer 12 1,300 * 15,600
Traffic Engineer 6 1,550 .1 9,000
Maintensnce Engineer 8 1,k00 11,200
Demographer . 3 1,500 . 1,500
Report Writer R 1,500 6,000
. o 93 ) $ 77,200
(2) Overheads & Fees (85%) o 65,620
(3) Main Office Support - 15,000

(4) International Travel -and Foreign Allowances
" -Air Farcs 17 at ¥50 = 7,650 Co
Moving Exp. 2 x 1,000 = 2,000

6 x 300 = 1,800 A
Allowances . 32 x . hoo =12,800 :
Lo e 2L x 750 =15,800 .- 40,050
UKCIASSTRTEN .



UICIASSIFIED

ANNEX IIX, Fage 1L ofys
Table 5, page 2 of?

(5) office Equimment 3,000
(6) Field Equipment & Vehicles 29,000
(7) Other Direct Costs 2%8,’038
Contingencies = say 10% rOTAL §§QJ%§Z |
Sucres Mos. Raté; in §f Amount g

" (1) Ecuadorean Professionsl Salaries

Agronomist 6 12,000 72,000
Soils Engineer 5 15,000 75,000
“ Economist 12 12,000 144,000
Highway Engineer 12 - 12,000 144,000
Traffic Engineexr 8 12,000 96,000
Structural Engineer 5 9,000 45,000 :
Assistant Agronomist L 9,000 . 36,000
Office Engineer T 9,000 63,000
Field Engineer 18 8,500 153,000
Assistant Office Engineers _80 5,250 420,000
: 157 ST, 255,000
(2) Professional Overheads and Fees =65% 811,200
(3) Non-Professional Salaries
Secretaries 48 at 3,000 Alk 000
Translators . 24 at 5,000 120,000
Messengers 2k at 2,000 48,000
Draftsmen 87 at 3,000 261,000 192,000
(4) Non-Professional Overheads and Fees =40% 196,800
(5) Travel and expenses in Ecuador 460,000
(6) Vehicle operation 290,000
(7) Traffic and soils studies cerews and drivers
for consultants L,300,000
' , vt 198,000
Contingencies ~ 10% 479,800
TOTAL 55,277)800

UNCIASSIFIED XJ&L/'
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Total dollaxr costs
Total sucre costs in dollars
5,277,800 ¢ 18.18 $_

Say $55

2. FEASIBILITY STUDIES

Total Length of Road Considereds

Dollaws Mos, = Rate’in US$ Anount
() Personnel Salaries .
Project Engineer 15 1,600 $ 24,000
Location Engineer 12 1,4C0 16,800
- Econcmist * 6 1,600 9,600
Soils Engineerx 3 1,500 4,500
Bridge Enginecer R 1,500 6,000
Report Vriter L 1,500 _ 6,000
T ‘ : ' $ 66,900
(2) Overheads aud Fees, 855 56.865
(3) Main Office Support 15,000
(4) International Travel and Foreign Allowances
Air Fares 1% at 450 6,300
Moving Expenses 2 at 1000 2,000
Y x 300 1,200
Allowances 25 x 400 10,000
17 x 750 2,750
- ' 32,250
(5) Office Equirment 3,000
(6) Tield Equimment and Vehicles 15,000
(7) Other Dircct Costs 15,000
20i¥,015
Contingencics 10% 20,1402
$22h, k1T

TOTAL
UNCIASSIFIED _

. 500 Kilcmeters (About Pour to six projects)
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Sueres Mos. Rate in S/ Amount

(1) Ecuadorean Professional Salaries

Assistant Project Engineer 15- 15,000 Sl 225,000
Agronomist 12 12,000 14k, 000
Highvay Design Enginecx 12 12,000 1kk,000
Structural Engincer 4 9,000 36,000,
Office Engineer . 12 9,000 108,000
Assistant Office Engineer 100 5,250 525,000
Assistant Location Engineer 10 9,000 90.000
| 1,272,000
(2) Professional Overheads and Fees - 65% 826,800
(3) an?frbfessional Salaries
Secretaries 30 3,000 90,000
Tranclators 15 5,000 75,000
Messengers 2k 2,000 48,000
" Draftsmen 100 3,000 300,000 513,000
(4)" Non-Professiomal Overheads - Log 205,200
(5) Travel Expenses in Ecusdor - .250,000
(6) Vehicle operation 150,000
(7) Survey Subcontracts 500 Kms. at 5.000 2,500,000
(8) IGM Air Fhoto Subcontracts 300,000
(9) . Traffic: and soils studies, crews and
drivers for consultants : 650,000
S 8,'6'027,000
Contingencies » 10% 666,700
TOTAL T5333,700

Total dollar costs  $22k,41T
Total suere costs in

dollars 7,333,700 ‘¢ 18,18 40,39k

Say $627,800

UNCIASSIFIED
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The total cost of the evaluation (prefeasibility) studies and
the feasibility studies (dollar plus dollar equivalent of sucres)
is therefore $554,200 plus $627,800, or $1,182,000, tabuiated as
follows: )

Dollar Equivalent

of Sucres Dollars
Prefeasibility Studies $290,308 '$263,857 $5
Feasibility Studies "403,394 - 224 kit -6

Tofal

54,165
27,811

693,702 $588,27F  $1,16L.076

$693,700 $488,300  $1,181,000

UNCLASSIFIED
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Proposal for Feasibility Studies for Airport Imvrovement

The purpose of the study will be o detexmine the econcmiz , finane
cial and technical feasibility of a series of airport construction
and repalr projects. Alrport facilities o be considered urder the
loan will include Quito, Guayaquil, Zzneraldas-Atocaues, Mantz-
Porboviejo-Rocafuerte, Machala, San Lorenzo and possibie air;qrts in
the Oriente,

To carry out this effort,it is estimated that at least the following
technicians will be required: one airport engireer, one architect,
one specialist in econcmic studies of air transportation and one
speclalist in air transportation. Forty~eight mon months of labvor
of these specialists will be required. Activities under this effort
will incliude field studies in meteorology, hydraulédszy, torograpny, the
uce of land and air, natural resources, public services, and main '
highways and access roads. Also required will be office studies in
statistics, econcmic and financial analysis and prediction on the
increment of alr traffic; data tanalysis, formulztion of operational
plans; and planning, designing and budgeting for each construction
and repair project.

The cost for the proposed study of the Quito and Gueyaqull Airports
will be $100,000 of which %Bs,ooo will be foreign exchange costs
financed under the lcan. he equivelent of $15,000 in local costs
wlll be financed by the Ecuadorean Civil Aviation authority. The cost
of other studies to be financed under the loan will total $200,000

of which the entire local cost element estimated to be $40,000 will
be financed by the Civil Aviation Authority.

UNCIASSIT'IED
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June 20, 1969

FEASIBILITY STUDIES LOAN

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hend margin, for each item write answer, or, as appropriate,
a summary of required discussion. As necessary, reference the section(s)
of the Capital Assistance Paper, or other clearly idontified and available
document, in which the matter is further discussed, Tals foma mey be wade
a part of the Capital Assistance Paper.

The following abbreviations are used:

FAA - Foreign Assistance Act of 1961, as amended by the Foreign Assistance
Act of 1968, '

App. - Foreign Assistance and Related Agencies Appropriations Act, 1969.

COUNTRY PERFORMANCE

Progress Towards Cowntru Goals

1. FAA §.208; §.251(b).

A. Deseribe extent to which
country i6: :

il).Makfng apprapriaze igfbrts Ecuador has placed high priority
o increase focd production on agricultural activities, although

and improve mears for food its effor !
nearg Jor. . ts have been hindered by
storage and distribution. serious fiscal problems.

(2) Creating a favorable climate . Legisletion favorable for private

for foreign and domestic private enterprise and investment is in force

enterprige and investment. and the private sector is healthy und’
active in Ecuador.



(3) Inoreasirg the publio's
role in the developmental
procesa.

(4) (a) Allocating:available
- . budgetary resources to
davelopment,

(b) Diverting such
resources for urneocessary
military expenditure (See
also Item No, 18.) and
intervention in affairs of
other free and independent

UNCLY IFIED
ANNEX IV - ‘Page 2 of 19

Ecuador has a constitutional

goverrment which is responsive within
the limits of budgetary restraints to
active public interest sectors in various
types of developmental activity,

Despite severe budgetary restraints,
and inefficiencies in the establishment
of priorities in public sector '
expenditures, the public sector as a
whole is allocating significant
budgetary resources to development.

The GOE is not diverting budgetary
resources for unnecessary military
expenditures. '

nations. (See ulso Itewm No. 1?.)

(5) Willing to contribute funds to Pﬁllingnesé.to contrivute funds to

the projeot or program,

the project consistent with
budgetary restraints has been
expressed..



B

tl.ze

(6) Making economie, social,

and political reforms such as

tax collection improvements and
changes in land tenwre crrangements,
and making progrcss toward respect
for the rule of law, freedom of
expression and of the press, and
recognizing the importance of
individual freedom, initiative,

and private enterprise.

(?) Adhering to the principles of
the Act of Bogota and Charter of
Punta del Este.

»Cé)_Attempting to repatriate capital

invested in other countries by its
own citizens,

(9)-Otherwise responding to 'the vital -

ecoromic, political, «ad social

ooncerns of ite people, and deronstrating
a clear determination to take effective

self-help measures.

Are above factors taken into qccount in
furnishing of the subject assistance?

UNC. ..SSIFIED '
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As a constitutional democracy,
the rule of law, freedom of =1 »
expression and of the press,
individual initiative and pri- -
‘vate enterprise exist in Ecua-
dor. Economic, social and. po=
litical reform are objectives

of the governzent although
brogress nas been slight.,

Ecuador adheres to the principle
of-the Act of Eogotd and
Charter of Punta del Este.

Ecvador attempts to repatriate
capital primarily by trying to
promote a sound climzi= for
investment in the country and
maintaining the stability of the
sucre. .

The GOE appears to have‘zood'
intentions, but its performance
has been limited. -

The vroject will finance
studies of projects the
objectives of which are
consistent with these factors.



Treatment of U.S. Citizens

2.

FAA B.620(c). If assistance is
to government, ig the goverrment
liable as debtor or unconditional
guarantor on any debt to a U.S.
citizen for goods or servides
furnished or ordered wherz (a)
such citizen has exhausted

~avatlable legal remedies and

(b) debt is not denied or
oconteated by suen goverrment? -

FAA B.620(e)(1). If assistance
18 to a govermment, has 1t
(ineluding govermment agencies or
subdivisions) taken any action

which has the effect of national-

12ing, expropriating, or otherwise
getzirg~ownership or control of

- property of U.S. citizens or

entities benefictally owned by
them without taking steps to
discharge its obligations

toward guch citizens or entities?

App. 8,106, If cowntry attempts
to ereate distinetions because

of their race or religion among
Americans in grenting persoral
or commercial access or other
rights otherwiese available to
U.S. oitizens generally, what
steps (will be) (have been)
taken during loan negotiations
to influence elimination of such
digstinctions?

UNCLASSIFIED
ANNEX IV - Page 4 of 19

The USAID and the Embassy arc
investigating a potential 620 (c)
situation involving two contracts.

If 620 (¢) is determined to bo
epplicable, the loan agrecment will
not be sigred until the GOE satisfica
the requirement of 620 (c)

It has not been determined that the GOE
has taken arny steps which reqwlre the
the application of the sanctions prese
crided by this Section,

Leuador doevs not take such action.
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5. FAA $.520(0); Fishermen's Protective Since Jamuary 1, 1968, arrest

‘Act. §.5. If country has seized, or  jpaidents have been reported as
imposed any penalty or sanction ag;cz'zins15‘,:{,:.01_-me2 Morch 20, 1968, 1 boats

any U.S. fishing vessel on account of  po-o. ot 1968, 1+ o Decemb
i1ts fishing activities in international 1;%% 17{)0&2. Protegz.. mv;e%egz 10,

wq#ars, lodged witha the GOZ,

a. has any deduction required by With =

Fishermen's Protective Act been made? ecrect to the boal arrested

and fined after Augugt i2, 1968,

(the effective date of Section 5 of
the FPA, as mzcnded) no anmount has
yet been expsnded by the United States
and thus no deduction is required at
this time by this Section.

b. has complete deiial of assistance The loan will not, ‘be authorized
been conszderad by A.I.D, Adninistrator? unless the A.I.D.~Administrator
considers denying assistance to
the GOE and determines nevertheless
to permit the authorization.

Relations with U.S. Goverrment and Other
Nations

6. FPAA 8,620(d). If assistance is for Kot Applicable
" any productive enterprise which will
compete in the U.S, with U.S. enter-
prise, is there an agrcement by the
recipi-nt country to prevent export
to the U.S. of more than 205 of the
enterprise’s. annual production during
the life of the loan?

7. F/m §.620(7). Has the couatry ‘
rmtted, or failed to take No.
adequa ‘e mcagures to prevent, the
damage or destruction by mob aotion,
of U.S. property?



10, .

11,

12,

UNCLASSIFIED
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FAA 8.620(1). If the country has Ecuador has instituted such a progrom.

failed to institute the investment
guaranty program for the specific
risks of expropriation, in con-
vertibility or confiscation, has the
A.I.D, administration within the past
year considered denying assistance *o
such government for this reason?

FAA 8.620(q). Is the govermment of No.
the recipient country in default on
interest or prinecipal of any A.I.D.

loan to the country?

FAA 8.620(t), Has the country " No.
severed diplomatic relations with

U.5.? If so, have they been resumed -

and have new bilateral assistance
agreéments been negotiated and entered
into gince such reswmption?

FAA §.620(w). What is the payment - Ecuador is not up to date in pay-

status qf the country's U.N, . ment of UN obligations. The
obligationa? If the country is in loan will not bé authorized unless
arrears, were such arrearage taken the A.I.D. Administrator takes

into accownt by the A.I.D. Administrator into account the status of the

in determining the c:xrrent A.I.D.
Operating Year Budget? ‘

to permit the authorization,

FAA 8.620(a);: Avp. 8.107(a) and (b).

. Does recipient cowntry furnish : No.

assistance to Cuba, sell strategio
material to Cuba, or permit ships or
atreraft under its flay to ecarry

‘cargoes to or from Cibq.

GOE with respect to its UN obliga-
tions, and determines nevertheless



13. FAA §.620(b).
govermment, has Secretary of State

determined that i1t 18 not controlled

If assistance is to a

UNCLASSIFIED
ANNEX IV - Page 7 of 19

The S'ecretary of State has
determined that FEcuador is not

by -the international Communist movement, SORE¥oLled by International

14, FAA B.620(f). App. §.109. Does
recipient country have a communist
government

15, FAA 8.620(¢). Is recipient country

in any way involved in (a) subversion
.of, or mlitary aggression against, the

“U.S. or any country receiving U.S.

assistance, or (b) the planning of such

subversion or aggression.

6. Fas $.620(n); App. 107(b) and 116.
Does recipient country furnish goods

to North Viet-Nam or permit ships or

aireraft under its flag to carry
- eargoes to6 or from North Viet-Nam?'

Military Expenditures

17, "FAA 3.620(s). Ihat percentage of
country budget is for military
expenditures? How ruch of foreign
exchange resources spent on military
equipnent? Is U.S. P.L. 480 or
development assigstance used for
military pwposes? Are cowntry's
regources devoted to winecessary
military czpanditurcs to a degree
which mgterially intirferes with

Copmunist movement.

No.

No.

No.

The Military budget is approximately
9% of the GOE budget. A marginal
amount of Toreign cxchange is spent in
militory equitment. PL-L8D or other
devclomment assistance 15 not used for
nilitery purposes. The country's

- resources arcnot devoted to military

expenditwres to a degree that materials
1y dinterfercs with its develojmed t.

!



18,

UNCLASSIFTED .
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its development? (Consideration

of these points to be coordirated
with PPC/MAS,)

FAA 8.620(v). App. 8.119. How much Sophisticated militery equirment
spent by country during current U.S. has not been purchased since
fiscal year for sophuyticatec military Janvary 1, 1968.

equipment purchased since January 1,

1968? Has correspunding amount been
deducted from current 0YB, or ig the
weapons purchase determined by the
Pregident to be important to U.S.

- nationaj. security? (Regponses to

thege cuestions to be coordinated
with PrC/14S. )

CONDITION? OF THE LOAN

Gener/. Soundness

19,

’
.

20,

FAA 8.201(d). Information and - The . terms and conditions of the
coneluszon on reasonableness and loan are considered reasonable arl

legality (under laws of country and consistent with the laws of Ecuador
U.5.) of lending and relending terms and the United States.
of the loan. ’ :

FAA B.251(b)(2): §.251().

Information and conclusion on The activity is considered cconomicale-
activity’s economic and technical 1y and tecianically sound and the OE

soundness. If loan is not made pursuzntn,g submitted an application for the
to a multilateral plan, and the amount loan. ‘

lof the loan ezcceds $100,000, has country
submitted to A.I.D. an application for
8uch funds together with assurances to
indicate that funds will be used in an
economically and technically sownd
manner,




21.

FAA §.251(b). Information and

-—conclusion on capacity of the

22..

23.

24.

25,

country to repay the loan,
including resonableness of

repayment prospects.

FAA §.611(a)(1). Prior to sigaing
of loan will there be (a) engineer-
ingy financial, and other plane
necessary to carry out the assistance
and (b) a reasonably firm estimate

of the cost to the U.S. of the
assistance?

FAA 8.611(a)(2). If further
Tegislative action is required within
rzeipient country, what is basis for
reasonable expectation that suoch,
action will be completed in tima to
permit orderly accomplishment of
pwrposes of loan?

a4 §.611(e). If loan is for capital
assietance, and all U.S. asaiotcice
to project now exceeds 31 million, has

UNCIASSIFIED .
ANNEX IV - Page 9 of 19

The borrower has mede an application
for this assistance and mms provided
assurances to indicate that the funds
.11 be used in an economically and
technically sound manner. The bor#
rover is concidexrcd capable of repay=
ing the loai.

Al" =2cessary plans for the project,
ir._uding & reasonably firm estim te
of the cost to the U.S. of the
essistarce have been prepared.
Annex'III to the Loan Paper.

See

No futher legislative action is
required within Ecuador for the Loan.

The Mission Director's certification
appears in Annex I of the Loan.Paper.

Mission Director certified the country's

capability effectively to maintain and

utiliase the project?

FAA §.251(b). Information and

conolupion on availability of: financing
" from other free~world souroca, incZudingbroject is not available from other

On the basis of approvriate inquiry,

it aprears thes firaneing for this

private sources within the United Statetrpce yorld sources.

~.
~

-,

5S\“
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Loan's Rclatiowclin *o Achisuvrment

of Cowntry and 2n~toral Goals

LR

26,

27,

28. ‘

FAL §.,0207; $.251(a). Extent to This project related to the criterla
which assictance reflects ' indirectly as it will finance studies
appropriate emphasis on; (a) for projects vhich will relave to va=
encouraging development of dem- ricus of these objectives.

oeratic economic, political, and
social institutions; (b) self-
help in meeting the country's
food heeds; (c) improving avail-
ability of trained manpower in
the country; (d) programs desigred
to meet the country's health nceds,
or (e) other important areas of
economic, political, and social
development, including industry;
free labor unions, cooperatives,
and voluntary agencies;
trancportation and commmication;
planning and public administiration;
. urban. development; and modernization
‘/bj‘géisting'laws.
S

Fa4 §.209. Is project susceptible No.
of execution as part of regional
projcct? If so why s project not

so executed?

FAA 8.251(b)(3). Information and  This project. 1s clearly consistent
sonolusion on activity's relation-  with other develorment activities
ship to, and consistency with, in Ecuador as reflected’in the
other development activiiies, and project description and contributes

its contribution to realizable - to realizable long-range objectives.
long-range objectives.



http:reflected.in

29,

30.

- 81,

FAA 8.251(b)(7). Injormation

and conclusion on whether or

not the activity to be financed
will contribute to the achievement
of self-sustaining growth,

FAA §.281(a). Describe extent

Fo wiiich the loan will contribute

‘to the objective of assurirg

maximun participation in the task

of enonomic development on the part
of the people of the country, through
the encouragemerit Of democratics
private, and local governmental

" institutions.

FAA §.281(b). Describe extent to
which program recognizes the
‘particular needs, desires, and
_eapacities of the people of the
country; utilizes the country's
intellectual resources to encourage
Jinstituiional development; and
‘supports civie education and
training in skills required for
effective participavion in
governmerntal and political processes
essential to self-government.

UNC SSIFIED
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As reflected in the paper, the
activity will contribute to the
achievezent of self-sustaining
growth in Ecuador.

The project comtributes indirectly
to the stated objectives as it will

finance feasibility studies for

cepital projectswith Title IX
implications in the Tfuture.

As reflected in the Loan Paper the
project meets all the stated criteria.



32,

33.

34.

356,

FAA §.C01(a). Information
ard conclusions whether
loan will encourage efforts
of the country to: (a)
inerease the flow of
international trade; (b)
foster private initiative

. and competition; (c)

encourage development and
use of cooperatives, credit

‘unions, and savings and

loan associations; (d)
discourage monopolistic
practices; (e) improve
technical efficiency of
industry, agriculture, and
commerce; and (f) strengthen
free labor unions.

FAA §.619, If assistance is
for newly independent country;
i1s 1t furnished through
multilateral organizations or
plans to the maximuwn exten
appropriate?

FAA §.251(h). Information and
conclusion on whether the
activity is consistent with the
findings and recommendations of
the Inter-American Committee for
the Alliance for Progress in its
annual review of national devel-
opment activities.

FAA §.251(g). Information and
concluston on use of loan to
assist in promoting the coop-

erative movement in Latin America,

UNCLASSIFIED
ANNEX IV.~ Page 12 of 19

This project clearly will encourage
the efforts of Ecuador reloting to

criteria a), b), and e); and c), d)
and £) way be indirectly encouraged.

~ Not applicable.

The activity i1s consistent with the
recommendations of the CIAP,

‘The project i1s not directly related

to the Cooperative movema t, but
cooperatives .are expected to be
major beneficiaries of the capital
projects resulting frcm the two
feasibility studies in the Guayas
River Basin,



36.

FAA §.209; $.251(b)(8),
Information and conclusion
whether assistance will
encourage regional development
programs, and contribute to the

~economic and political

integration of Latin America.

Loan's Effect on U.S. and A.I.D

. Program

37.

FAA 8.251(b)(h); §.102.
Information and conclusion on
possible effects of loan on "
U.S. economy, with special
reference to areas of sub-
stantial labor surplus, and
extent to which U.S. commodities
and assistance are fumv,shed in
a manner cousistent with improv-
ing the U,o. balance of paymemts

{)oszéy .

z/ A §.601(b). Information and

conclusion on how the loan will
encourcge U.S. private trade
and investment abroad and how

" it will encourage private U.S.

participation in foreign
asststance programs (:ncluding
use of pm,vate trade channels
and the services of U.S. private

‘enterprise).

UNCLASSIFIED
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Tais project does not relate directly
to regional activities,.

Activities of U,S. consultants will
be financed under this loan.
Assistance will be rendered in a
manner consistent with U.,S. balance
of payments objectives.

U.S. consultant firms will be involved
in che activity to be financed and

the studies resulting will lead to
further creating investment
‘opportunities in Ecuador.

(
A



FAA §.601(d). If a copital
project, are engineering

and projfessional services of
U.S. firms and their affil-
tates used vo the meximom
extent consistent with the
national interest?

FAA 8.602. Information and
conclusion whether U.S., small
business will participate
equitably. in the funnishing of
goods and services finance by
the loan.

FAA 8.620(h). Will the loan

promote or assist the foreign
aid projects or activities of
the Communigt-Bloc countries?

4/5 FAA B.621. If technical
assistance is financed by the
loan, information and conclusion
whether such assistance will be
furnished to the fullest extent
practicable as goods and profes-
stonal and other services from
private enterprice on a contract

basis. If the facilities of other
Federal agencties will be utilized,

Knformation and conclusion on
whether they are particularly

suttable, are not competitive with
private enterprise, and can be made
avatlable without undue interference

with domestic programs.

UNCLASSIFIED
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Yes,

The Loan agreement will coxntain the
standard provisions to insure that U.
S. small business will participate
equitably in the furnishing of goods
and sgervices financed by the loan.

No.

Assistance will be furnished to

the fullest " exte nt practicable

as goods and professional amd cither
services from private enterprises
on a contract basis.

gV



43.

Faa §.252(a). Total amount of money
wnaer loan whicn 16 going directly
to private enturprise, is going to
intermediate credit institutions

or other borrowers for use by pri-
vate enterprise, 1§ being used to
finance imports frem private sources,
or is otherwise being used to
finance procurements )rcm private

sources.

Loan's Compliance with Specific

Requirements

44,

45,

46.

FAA §.201(d). Is interest rate
of loan at least 2% per annum

‘during grace period and at least

3% per annum tnereafter?

FAA §.608(a). Informatior on
measures to be taken to utilize
U.S. Goverrment excess personal
property in lieu of the procure-
ment of new items.

FAA §.604(a); Avp. §.108. Will
all commodity procurement financed

nder the loan be from U.S. except
as otherwise determined by the
Precident?

INCLASSIFIED
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Studics will be carried out by
private firms.

Yes.

The lcan agreement will provide
for ccmnliance with excess property
procurement regulations.

Tes.



47.

48.

49.

50.

51,

FAA $.604(b). What provision is
made to prevent financing commodity
procurement in bulk at prices higher
than adjusted U.S. market price?

FA. 8.604(d). If the host country
discriminates against U.S. marine

- insurance companies, will loan agree-

ment require that marine insurance
be placed in the U.S. on commodities
financed by the loan?

FAA §.604(e). If off-shore procure-
ment of agricultural commodity or
product is to be financed, ts there
provision against such procurement
when the domestic price of such
commodity ie less than parity?

FAA §.611(b); Apv. 8.101., If loan
finances water or water-related land
resource construction pioject or
program, 1s there a benefit~cost

UNCLASSIFIED
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The loan cgreement will provide
for compliance with bulk comrodity
procurement regulations,

The loan agreecment will provide that
if 4t is determined %hat discrimira= -4
tion exists againctU.S. marine
insurancze companies the requirement
will be imposed tkat marine insurance
be placed in the U,S,

The project does not contemplate

the procurement of any agricultural
camodity or product.

The projeét does not involve water or
water~related land recource construce ,
tion projects or programs.

" consiruction are to be financed,

computation made, insofar as practicable,
in acenrdance with the procedures set
forth in the Memorandum of the President
dated May 15, 1962?

FAA §.611(c). If contracts for

No construction contracts will be
financed under the loan.

what provision will be made that
they be let on a competitive
basis to maximun extent practicable?



UNCLASSIFIED
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52. FAA §.620(g). What provision is An eppropriate provision will be
there against use of subject included in the loan egreement to
assistance to compensate owners insure that proceeds of the proposed
for expropriated or nationalized loan will not be used to ccampensate
property? for expropriated or nationalized

‘ property.

53, FAA §.612(b); $.636(h). Describe As reflected in the rinoncial plen,
steps taken to assure that, to the maximua fecsiple lceal contributions

maziman extent possible, the cowntry  pave been sought and obtained.
is contributing local currenctes to

meet the cost of contractual and
other services, and foreign currencies
owned by the U.S. are utilized to
‘meet the cost of contractual and other
“services.

54. App. §.104. Will ary loan funds No.
be used to pay pensions, etc., for
military personnel?

55.' App. §.111, Complianne uith.
requirements for security
clearance of U.S. citizen
contract personnel.

Requirements for security clearance
of U.S. citizen personnel will be =~
ccmplied with.

-1



56,

A

58.

o9,

60.

App. §.112. If loan s for
capital project, +ig there
provision for A.I.D, approval

of all contractors and contract

termg?

App. §.114, Wilz ary loan
funds be used to pay U.A,
assessments?

App, §.115, Compliance with

regulations on enployment of
U.S. and locqal personnel for
funds obligated after t
April 30, 1964 (Regulation 7).

FAA 8.636(7). Wil1 ay loan funds
be used to finanece purchase, long-
term lease, op exchange of motor
vehicle menufactured outside the
United States, or any guaranty of
such a transaction?

App. 8,401, Will any loan funds

be used jor puwblicity op propagenda
purposes within U,S. not authorized
by the Congress?

UNCLASSIFIED
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A I.D, will approve any ficms or
irdividuals providing services under
the loan and the terns of contracts
under which such services are
brovided,

o,

Not applicable, The project to be
finenced under the DProposed loagn
does ot involve construction
contracts, '

No.

No.



61.

FAA §.620(k). If comatruction

of procuctive enterprise, will
aggregate value of assistance

to be furnished by U.S. exceed
$100 million?

UNCLASSIFIED
ANNEX IV - Page 19 of 19

Ioan proceeds will not be
used for the constrc tion of
productive enterprises.
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DRAFT IOAN AUTHCRIZATION

DEPARTMENT OF ‘STATE
AGENCY FOR INTERNATIONAL DEVELOFMENT
VASHINGTON, D.C.

Provided from: Allisnce for Progress
ECUADOR: TIeasibility Studies

Pursuant to the authority vested in the Deputy U.S. Coordinator,
Alliance for Progress, by the Foreign Assistance Act of 1961, as
amended, and the delegations. of authority issue thereunder, I hereby
authorize the establishment of a loan (the "Loan") pursuant to Part I,
Chapter 2, Title VI, Alliance for Progress, to the Govermment of
Ecuador ("Borrower") of not to exceed two million United States dollers
($2,000,000) to assist in financing the costs of econcmic and engineer=
ing studies to determine the feasibility of,,and to develop adequate
data for the consideration of: ¢ investors and for the preparation
of loan applications for, specific development projects in Ecuador, the
Ioan to be subject to the following terms and conditions: :

le ~ Interest and Terms of Repayment: Borrower shall repay the Lan
| to the Agency for International Develomment ("A.I.D.") in
United States dollars within forty (40) years frem the first
disbursement under the Loan, including a grace period of not to
exceed ten (10) years. The Borrower shall pay to A.I.D. in
United States dollars on the disbursed balance on the Loan
interest of two (2) percent per anmm during the grace period
and three (3) percent per anmum therezfier.

2, Other Terms and Conditions:

(a) Equipment, materials and services financed under the Loan'
shall have thelr origin in and be procured from the United
States of America or Ecuador. Shipping financed under the
Loan shall be procured from the United States, and marine :
insurance financed under the Loan shall be placed in the United
States with a company authorized to do a marine insurance
business in any state QFf the United States.



UNCIASSIFIED

ANNEX V, Page 2 of 2

(b) United States dollars utilized under the Loan o finance
Jocal currency shall be made available to Borrower or its
designee through Special Letters of Credit and shall be
used only for procurcment in the United States of equlrment,
material and services.

(e) The Loan shell be subject to such other terms and copditions
as AID nay “dcem advisables

‘Deputy U.Ss Cooxrdinator

(Date)

UNCLASSIFIED

Q.
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ACTION MEMORANDUM FOR THE ADMINISTRATOR

THRU: EXSEC

FROM: AA/LA, James R. Fowler 0 4/

Problem: To amend existirg authorizations for loans authorized
but unsigned as of November 1, 1969, in order to carry out the
President?s decision to "untie" aid to Latin America.

Discugssion: The President’s decision to untie aid applies to loans
to be uuthorized after October 31, 1969, and also to all loans which,
as of that date, were auti:orized but not yet signed. To implement
this decision, all of the relevant authorizations must be amended.
The attached "blanket" amendment will achieve this end. Basically,
this amendment does the following:

l. It modifies those authorizations provisions with eligible
sovrce and origin of goods and services procured under loans.

2. It modifies provision of the authorizations which deal
with local cost financing mechanisms. The provisions presently
-speak of Special Letters of Credit tied to U.S. procurement. The
amendment will make the provision flexible enough so as to avoid
any further authorization amendment when the decision on how to

Py

handle local cost financing has been made.

Recommendation: That you sign the attached blanket amendment to
the authorizations.

SL(. r& : :
Drafted: LA/AGC:IALevy:clp:12/10/69

Cleared: AA/LA:lKleine _MK

Attachiient: Loan Authorization
¢ o . Amendment

UNC. ASSIITED

WP



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON 25, D. C.

OFFICE OF
THE ADMINISTRATOR

DEC 18 69

LOAN AUTHORIZATION

AND

PROGRAM ASSISTANCE APPROVAL DOCUMENT

AMENDMENT

Pursuant to the authority vested in the Administrator, Agency for
International, Development (hereinafter referred to as "A,I.D."), by
the Foreign Assistance Act of 1961, as amended, I hereby amend the

Toan Authorizations and Program Assistance Approval Documents (collectivel

hereinafter referred to as "Authorizations") for the following loans:

as follows:

AID Loan No. 511-L-038
5%2—L~O67
512-1-068
512-L-069
512-L-07h
512-1-077
512-1,-079
512-1,-078
513-L-0L2
513-L-0LL
513-1-043
51L4-1,-056
514-L-057
515-L-021
517--022
517-L-023
518-L-030
518-1~031
518-1,-032
519-L-013
519-L-014
519-L-015
520-L-016
520-L-017
522-L-015A
525-L-008A
525-L-029
525-L-032
525-L-033
525-L-034
525-1-035
526-1,-019

Bolivia
Brazil
Brazil
Brazil
Brazil
Brazil
Brazil
Brazil
Chile

Chile

Chile
Colombia
(olombia
Costa Rica
Dominican Republic
Dominican Republic
Ecuador
Ecuador
Ecuador

E1l Salvador
EL Salvador
E1l Salvador
Guatemala
Guatemala
Honduras
Panama
Panama
Panama
Panama
Panama
Panama
Paraguay
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1. With respect to those Authorizations listed above which authorize
the financing of only United States dollar costs, the source and origin
provisions are amended to read as follows (except that, with respect
to loans 514-1-056 and 514-1-057, the presently existing provision per-
taining to marine insurance shall continue in effect, and the second
sentence below shall not epply):

"Except for marine insurance, goods and services
financed under the loan shall have their source and
origin in the United States or any independent
countyy of the Western Hemisphere south of the
United States except (a) Cuba and (b) the covntry
of the Borrower. Marine insurance financed under
the loan shall have its source and origin in the
United States or any independent country of the
Western Hemisphere south of the United States except
Cuba, provided, however, lhat such insurance may be
financed under the loan only if it is obtaincd on
a competitive basis and any claims thereunder are
payable in convertible currencies."

2. With respect to those Authorizations listed above which authorize
the financing of United States dollar and local currency costs

(a)

follows:

(b)

the source and origin provisions are amended to read as

"Except for marine insurance, goods and services
financed under the loan shall have their source and
origin in the United States or any independent
country of the Western Hemisphere south of the

United States except Cuba. Marine insurance financed
under the loan shall have its source and origin in
the United States or any independent country of

the Western Hem.sphere south of the United States
except Cuba, provided, however, that such insurance
may be finarfced under the loan only if it is obtained
on a competitive basis and any claims thereunder

are payable in convertible currencies."

Notwithstanding subparagraph (a) above, any limitation
presently existing in a loan authorization upcn the
amount of local currency costs to be financed under
any loan shall remain in full force and effcct.
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(c) The Special Letter of Credit provisions are amended
to read as follows:

"Urited States dollars utilized under the loan to
finance local currency costs shall be made available
pursuant to procedures satisfactory to A.I.D."

3. With respect to those Authorizations listed above which provide
for commodity financing in accordance with A.I.D. Regulation No. 1,
to the extent that any of the above provisions of this authorization
amendment are inconsistent with the applicable provisions of said
Regulation 1, the provisions of this authorization amendment shall govern.

Except as expressly stated herein the Loan Authorizations listed
above shall remain in full force and effect.

'S
(L—«‘rhw ( ( z[f-._
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D. C. 20523 '

UNITED STATES COORDINATOR

ALLIANCE FOR PROGRESS A.I.D.,Loan Yo. 518-1-030
(Ref: AID-DLC/P-8L41)

‘LOAN AUTHORIZATION

Provided from: Alliance for Progress’
ECUADOR: Feasibility Studies

Pursuant to the authority vested in the Deputy U.S. Coord"nauor,_
Alliance for Progress, by the Foreign Assistance iLct of 190;, as
emended, and the delegations of authority issued thereunde‘, I hereby
authorize the cstablishment of a loan (the "Loan") pursvant to Part I,
Chapter 2, Title VI, Alliance for-Progress, to the Government
of Ecuador ("Borrowe”") of not to exceed two million United States dollars
($2,000,000) to assist in financing the U.S. dollar and local costs oI
economic and engineering studies to determine the Teasibility of, and to
develop adequate data for the consideration of host country and interna-
tional lending institutions and for the preparation ol loan applications
for, specific development projects in Ecuador, uhe Loan to be uuogecu
to the IOLLOflnG terms and condltlons : i
J. Interest and Terms of Renavmenu: Borrover shall fenay the
.Loan to the Agency For International Develovment ("2.I.D.")
in United States dollars within forty (40) years from the
first disbursement under the Loan, including a grace period
of not to exceed ten (10) years. The Borrower shall pay to
A.I.D. in United States dollars on the disbursed balance of
the Loan interest of two (2) percent per annum during the
. grace period and three (3) percent per annum thereafter.

2. Other Terms and Conditions:

(a) Equivment, materials and services financed under the
Loan shall have their origin in and be procurecd from
the United States of America or Ecuwador. Shipping
financed under the Loan shall be procured Irom the
United States, and marine insurance Tinanced under
the Loan shall be placed in the United States with a
company authorized to do a marine insurance business
in any state of the Unltcd States.
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(b) United States dollars utilized under the Loan to

(e)

finance local currency shall be made available to
Borrower or its designee through Special Letters
of Credit and shall be used only for procurement

.in the United States of equipment, material and
_services.

The Loan shall be subject to such other terms
and conditions as A.IL.D. may deem advisable.

Al

e P
'\uu,p ,.}‘ 3 \ o BRI
Depuuy U's. hooralnator
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D.C, 20523

UNCIASSIFIED

July 10, 1969

MEMORANDUM FOR THE FILES

SURJECT: Dollar Development Loan
Ecuador: Feasibility Studies

In accordance with the Memorandum (AID-DIC/P-841/1) dated
June 23, 1969, a telephone poll was concluded on June 30, 1969,
confirming that there were no objections to the rccommendations for
authorization of a loan in an amount not to exceed $2,000,000 to the
Government of Ecuador to assist in financing the costs of economic
and engineering studies to determine the feasibility of, and to
develop eadequate data for the consideration of investors and for the
preparation of loan applications for, specific development projects
in Ecuador,

The results of the poll were as follous:

State (Mr, Duncan) No objections
Treasury (Mr. Cosman) No objecticns
Eximbank ng. Lilley) No objections
Commerce Mr. Berger) No objections
A.I.D. (Mr, Folk)" No objections

Rachel C. Rogers
Assistant Secretary
Development Loan Comaittee

DISTRIBUTION:
LA/DR 5 copies
PPC/CA Mr, Folk
PPC/CA/IRD Mr. Bass
ENGR Mr, llale
PROC M, Spreyer

YNCTASSTFIED
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D.C. 20523

"UNCLASSIFIED

AID-DLC/P-841/2
AID-DLC/P-8L,2/2
AID-DLC/P-85/2

J.ne 25, 1969

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Ecuador - Feasibility Studies
Ecuador - Cooperative Bank - Second Loan
Ecuador - Land Sale Guaranty

.. There are two general issues concerning A.I.D. lending t»
Ecuador to be resolved by the Administrator before authorization of
these loans. Under Section 620(0) of the Foreign Assistance Act,
the Administrator must consider denial of assistance to a country
which has signed or imposed any penalty or sanction against any U.S.
fishing vessel on account of its fishing activities in international
waters. Under 620(u) the A.I.D. Administrator must take into account
in determining the current A.I.D. Operating Year Budget the status of
arrearages, if any, in pavment of a country's U.N. obligations. A
recommendation that A.I.D. authorize these loans despite Ecuador's
seizure of fishing boats and U.N. arrearages has gone forward to-.the
Administrator.

It is reque~ted that you review these papers and advise us
as early as pessible but not later than noon on Monday, June 30, 1569
of your concurrence in order that these loans can be authorized this
fiscal year if the Administrator determines to permit their authori-
zation under the statutory provisions cited,

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

UNCLASSIFIED -



