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Name of Country: Ecuador
 

Name of Project: Graduate Management Program
 

Number of Project: 518-0035 

the Foreign Assistance Act of 1961, as amended,
1. Pursuant to Section 105 of 
involving

I hereby authorize the Graduate Management Prograin for Ecuador 

pianned obligation of not to exceed Ten Million United 
States Dollars
 

a five year period from the date
(US$l0,000,000) in grant funds ("Grant") over 

ot authorization, subject to the availability of funds in accordance with the 

A.I.D.OYB allotnent process, to help in financing foreign exchange and local 

The planned life of the project is five (5)
currency costs for the Project. 


years and six months trom the date of initial obligation.
 

Private2. T1he project ('Project") consists of assisting the Ecuadorean 

Foundation (FPE) in establishing a high quality graduate 
management school in
 

Ecuador.
 

3. The Project agreement(s), which may be negotiated and executed 
by the
 

officer to whom such authority is delegated in accordance with 
A.I.D.
 

P~gulations and Delegations of Authority, shall be subject to 
the following
 

essential terms and Covenants and major conditions together 
with such other
 

terms and conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Cornodities, Nationality of Services
 

Com)dities financed by A.I.D. under the Grant shall have their source
 

in the United States, except as A.I.D. may otherwise
and origin in Ecuador or 

Ihxcept for ocean shipping the suppliers of comnodities or
 agree in writing. 


the United States as
 
services financed under the Grant shall have Ecuador or 


their place of nationality, except as A.I.D. miay otherwise agree 
in writing.
 

by A.I.D. under the Grant shall be financed only on
 Ocean shipping finance 


flag vessels of the United States, except as A.I.D. may 
otherwise agree in
 

writing.
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A.I.D. nationality requirements are hereby waived to permit the
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A-. Goal ana Purpoise Stat~eent. 

The pruoect goal is to upgrade the quality and increase the quantity 
oL iknagers tor EcuaUorean privat, sector enterprises. The project purpose is 
Lo establish a high quality graduate managemient scooel in Ecuadbr. 

1. "3uiiur]' of the LXevel.oplixnt Problem. 

One of tl critical bottlenecks to the future economic development of 
Ecuador is the lacK W.: well qualified and trained ,mnagers. The capacity to 
establish and expand efficient and profitable business enterprises which will 
guneratu economic aiu miiloymunt growth and which can compete in international 
markets is limited by thu scarcity of qualifiedx ianagers who can effectively 
apply i uxern mnayeient practices. A pre-iteasibility study for a graduate 
imunajLh--nL program in h.cuadoo (Annex XIV) estimate-d that an average of 2,700 
nuwly trailkd Il<.lagUrs wouLd he reu.juireA in t.42 private sector each year. The 
(iejmno tor highi.y skitledc graduate management degree holders is estimated to 
be iiuik t:Lui 400 per year. iioever, thle supp, of qualitied, trained iwinagers 
is muchI]ss tikin thu d iekind. 

U. S-uhu ,r P-rolect L-scr-i1.t.. ±. 

'TO adAress the shortage of trained auziayers in Ecuador, the project 
wll.ISSi-L the i-cuadorean Private iPbundation ([LI,;), which is coilo)sed of 
prominent .suadorean husinessmen, to establish a high quality Graduate 
Ik:hayLme1Lnt Institute ((UiMI) . A Collaborative Assistance Contract lias been 

,.WLUL Lu a cOnSortiuN 01. business sclools cuiuposed of the University of 
nIouuoII (the lek2uQC institution) , the University oi Indiana, Florida 
International Ulniversity, ano IWL' (tx Instituto CentroaTericano de 
U;ial:is'AFCi6O, de Dujpresas) This consortium iwis carried out the imajor 
feasibility analysus [or tl-x project and will. provide technical support to 
es tbi.isth the new Jradua(Le i anaju]enLt prjoyrauii. 

At the end of- the project there will he a fully functioning, 
rinancially viable G7aluate kinagement Institute which: (1) is staffed by a 
core full tim L;cuadorean faculty; (2) trains at least 75 Bcuadoreans per 
Vear to the Master's level in iianageimnt; (3) contributes to improved 
hkrldq(,Li.nLt by povikjinq executive iuiiagement training to at least 400 

muad.loeUai private ano public sector imnagers per year; (4) has a fully 
dlevelopex'.d acadumic proijram and curriculum which resp)nd to the management 
nLWs ot. tLh iwuauureal private sector ana to Lhui realities of the Ecuadorean 
Unviroiik21 L; (5) has an eli.cient, Itunctional aulinistration which can 
il"intal-11 a high quality graduate Iiiinagemunt prugrami while minimizing 
eX[jenldiLull0s; (6) has an ac~JCLuate physical plant with a technical resources 

*;(r|2.1.(r .1 compuiiter Lttl-it iee;; axle (7) has; aM endow,:Knt fund which will cover 
tLhe p.ojec;ted p)ost-project operating deticit. 
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The $1u million dollar A.I.. contribution will finance over the five 
ana one halt years o- thu project tLhe long anu sliort term technical assistance
providu-d by the Univr.sity o1 loustoi Consortium, trininy of Ecuadorean 
stuoUnts in the U.S., PLocueII21nt oL coiiiJ."Lties including book and computer
(.Juiiim2it, project evlIdLation cost:;, and th(! ixortion of tile Program's
operatiny costs whicn cannot be coverem throuyli tuition and fees. Thecounterpart contribution will include the establishiw nt of a $2.5 million 
eiow(.JO-1rit Lund, a j rlICmnent c. I9us (lind and buildings) valued at $400,000,

and a contritoution toward the ptouraml's operatinLj 
costs of approxiimtely $1.4
 
fillitoi deriveu Irom revenues yenterated trom the 14aster's level and executive
 
aeveloi-m.nt progyquis.
 

1['ASLE i 

Suiiswry Financial l'an 
' ($OUOs) 

i.I.DUGrant Counterpart Total 

'Tchliical 
A-s is tance 6,130 6,130 

'raininy 408 -- 408 

(4eratiny
 
Costs 2,1.il 1,373 3,484 

Physical
Plant 60U 400 1,000 

Evaluation 241 -- 241
 

MOIdoKilait 
I-knd -- 2,50) 2,500
 

Cont nyeIci's.; 510 510
 

i'1.,uL 10,000 
 4,273 14,273
 

J. bunr1ary Findings and Reco-imienuation. 

The Mission project review comimittee ia:. reviewed the prop'osed
project to ustablish a hifli quality iraduate Manayeu-nL institute in FIuador

uflu(haS 1oU0]n it t:(o 1)( tuct Cically, Iiiancial ially, economically, and
adlinistratively sound. The Comittee has also determined that the Project isconsistent with A.I.D. 's country develoqi.crnt straLcyy and with the developgiint
ObJtetLivu O Ekhlador. it theLelote recohuoen(ds Litit the £:oject Paper be 
approveu ano tIkt a $10,OUO,000 gr.nt project Lx. uuthor. -ed. 

http:aeveloi-m.nt
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1i. L)ACK6[¢uUND MhD JUSIPICATIUIN. 

A. Statement ot the DeveloL ent Problem. 

mincu the early l98Js, Ecuador has Lbeen suttering a severe economic 
cr isis. The symptouiu of the crisis have included declining and negative 

CUoI ILIIc growth rates, risingj uiue.iiployment ancd widesprea Lnderemploymrent, 
clhroniC current account deficits, and unprece, ,,nted high rates of inflation. 

The roots oL the crisis are structural in nature and closely linked 

to the external sector. ibr iore than a decade, Ecuador followed an import 

,subslItutiOll inoustrialization (1l1.) strateyy aria depended on the export of 
petroleum and, to a lesser extent, a few traditional agricultural crops for 
Vi u all oL [:ore in and .Iarye share o- PetroleumLally its e>xchangi a its GDP. 
exiprts also alloweu the Ge.)I. to borrow heavily in international capital 
iikarke ts to finance expensivu investient progr.iis. 

By 1982, the( situation had alihost completely reversed itself.
 
tjilatilit pjro(duction wola Il.-kets Ecuador's
arIci weakeninii . tor few imjor 

traditional ex[xrts, including p.)etroleum, lhaa resulted in serious decreases in 
[oreiUi1 exchanye earnings at the sante time that paynLints on the large foreign 
uebt were rising steeply. Also, in the 1970s the new industries focused only 
on th_ internal market anu a rapidly growing urban population helped encourage 
oveLvaluaLioi of the exchange rate. Wne of the results of this is the serious 
Wl± icu ot. payments crisis that the GUE has been suffering. Without access to 
Lre sh international credits, the external sector became a drain on resources, 
a(ciro(jat uuiiiinu and output dropped sharply, aind the GOE had to resort to 
heavy borrowing from doLstic capital markets in an attempt to keep afloat. 

ini may 1982, the WE decreed the first devaluation in over a decade 

an(I set in motion an economic stabilization pr(xgra,'mi. This program was 

reitiLtorce by a Juiie 1983 btand-by iAgreement wih the IV? which was largely 
successful. With progress towards stabilization having been set in motion,
 
attenction has turneuC to the nee. for iajor structural adjustment to set the 
Lcuadorean economy on a more stable, long term growth path. The WE will 
niecessarily hAve to wodity the x)licies such as an overvalued exchange rate, 
high levels ot effective protection and domstic subsidies on products such as 
gasoline which distorted the economy during the years of petroleum-induced 
high economic growth. To earn foreign exchange and stimulate its economy, 
LCuddor will have to develop additional, non-traditional exports. Ecuadorean 
industry which has produced for tl internal market will have to become more 
eLLicierit to coi ete in the international mrket place and with imp-orted goods. 

ThIe shitt toward an export oriented ,-conowic development strategy 
whILch must occur iL the icuadorean economy is to continue to grow will require 
not only i]ucro-economic policy cfnges, a numejr of which have already been 
i]iV.eiimntUd, but also a siynificant institutional aevelotnent effort to assure 
that the nmechanismis required to imipleient this stratgy are established and 
operational. wne of the critical bottlenecks to the future economic 
developmKnt of Ecuador is the lack of well qualified and trained managers. 
Thie capacity to establish and expand efficient and profitable business 
enterprises which will, generate the economic and employment growth that is so 
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necessary in Ecuador and which compete in international mrkets is severely
limiteu by the scarcity ot qualified manaqers who can apply modern managelent
practices.
 

The exist,.Lnce ot this iioaylerial is inx)ttleneck manifested a number 
or ways. In many sectors (U.g., Lanking) the turnove" of qualified managersis extrenely rapia anu salaries sumetiins exceed U.S. salary scales. 
Many

inuustriai concerns are managed by exLtriates. In 1.981 approximtely 230
exp-atriate executives were estinW.1 to have taken positions in Ecuador. ThecurceLlL inancial.r isis in Lcuauo: is Iparticularly urmnful because Ecuadorean
ousiness managers are no t adequate y prep[ared to kminaye enterprises during
jA.ir±ods oL econcmtic flctuation. 

Tile deumuni fior clualit. i d i:;nagers far ,xceeds the supply of qualifiednmunnutors. obnsuTuid Ly, mtiiny ma<nauj cia. psitions are filled by persons who
 
are nut properly prepared for hunagemunt. A pre-feasibility study for 
aOrw RUWrMu...Ai'mil I C rjram1 in u'lu, oI coumis i oneu by US/u estiamated that anavuidtje ul 2,70U nun, ly Lra ,ned n[kniuus will ix rc-luired in the private sectoreach your.iL Thu ito rk, t ior highL sk illed graduatbe Vmnagement d-greeI&)1ueLb Li eStiLuU Lutbe Lure Lkit 4U ptor year, primarily in the areas ofumrketing, industrial relations, and finance. 
These figures do not reflect
 
substantial aucitional &ublic suctut requirc.ltnLs tur trained nmanagers of
I, IOU pur year (replaceimnt only) including al-st 200 per year with graduate
.evel taining. 

The supply o. qualified nknagers is much less than the demand.

t.iproximately 5,770 unoeryraduate degrees 
 in hunagement related areas
(economics, administration and accounting) were awarded by Ecuadorean
 
universities between 1971 and 1981. Iring the same time span less than 25yrauuate uegrees were awarde.d in the sene subjects. In 1981 production of
"cuduorean nanagers was estiuten ot 
616 undergraduate anid 12 graduate

anagers trainea in J:uador and 41. unueryradluate and 31 graduate managers

train:au abroau. since 
 that tie the number ofA nnaters trained in Ecuador
annually has not increased perceptihly while tie numlber of graduates fromLoLeign institutions 1as un oubteuly declined because of the deteriorating
econoiuic situation.
 

b. Project Pationale ani Relation to Mission Strategy. 

.l..D. is assisting Ecuador to aduress a number of the major

constraints to bringing about the structural change of its economy. A.I.D. 's

aiacro-Lconomic Policy Analysis Project is assisting the Government of Ecuador(WL) to relormulate key economic i)uli.cies which will help bring about 
cu;flujuic restructuring. ']t.hu jritcu]tual Sector k<eorintation Project ishelping to restructure the agricultural sector to rely more on the priceju-ectun silanU is streng tening private sector agricultural institutions. TheNon-Tauitional l'n<ports Project is assisting Ecuadorean enterprise to develop

Loreiyn markets Lor non-trauitional ex . rts. 

1. W. Renforth, "i Pre-Feasibility Study for the Establishlnt of a Graduate 
bciol oL anagement in Ecuador", August, 1982, Chapter 4. 
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This project supports A.1.D. 's strcit-cy of strengthening the human 
resource, financial, aria representational buses o0 the cuadorean Private 
sector. Specitically, the project will help alleviate a key cohstraint to the 
expansion anro increasUd elticiency o the private productive sector. It will 
also support A.I.D. 's medium term strateyy ol: pror)ting structural change in 
tne ucuaaoLean economy by tarjetiny training in those sectors which are key to 

.uCa(1or 'S tuture auvelopwfnt, eg., ayribusine!s, exports, and finance. 



-6­

.111. PRQthCL' ULXWKilF'riON. 

A. Project Goal and Purpose. 

The project goal is to upxjrade the quality and increase the quantity 
ok jitinagers ior LCLuaCoreaii private sector enterprises. The project purpose is 
to establish a hijh quality graduate nnageient school in Ecuador. 

0. Project utpU Ls. 

l. GeneroL Nature of the Graduate NManagie)nt Institute. 

'he project will result in the development ald implementation of 
a nligh quality GraIuate 1ViZlagcljent IFnStitute ((Zd) , (-)r Instituto Post-Grado De
JAmlanistrzacion 00 :IQprt sas (IPAi:;), in 1'i'uador. ''his institution, when fully
of.erational, S1lOLld, at a minimum, produce approximiately 75 to 80 masters
level graauates per year. in addition, at least 400 persons per year will 
attenu exc(utive d(eveloIKnt seminars. Applied research activities will also 
be unuertaken. 'The WI 's prograw will be designed to respond to the needs
ideintiLied for an increased supply oL well traine.d irmnagers in areas sucJ as

banKing, tinance, international inarket:ing, production management, and

agribusiness. Although mno-ern 
 (U.S.) managyeent technicues will be taught,

the curriculuti wilL be auaut. to Lit 
 L:uadorean needs and conditions. The
project, as designeu, will create an institution which will have a critical 
minimun imass to succeF:a on a long terw basis. however, based on the
experience of sidilar insititutions in other Latin American countries, it is 
expecteu. that the UMI will. expand its scale ancl scope of operations after the 
project is completed. 

The school will be located in Guayaquil which is the major
center o E uaaor's coitiierce anu industry. It will be inplemented by a
non-prolit organization, the Fundacion Privada Ecuatoriana (FPE), which was 
estaDlisted in 1.984 with twenty-one founding weitbers consisting of 
organizations anu businessien.individual This non-profit organization will 
have a iiK.iership which incluaes all segments of the Lcuadorean business 
community. The tounoation will appoint the board of directors of the school,
wi.ll unertake the local Ifund-raising etlort, ana will be financially
,esponsible for the long-term viaility of: tie school. 

Thu school wil]. be established with technical assistance from a 
corLsortim which includes three U.s. universities, the University of Houston 
(luau .tnstitution), the University ot Thdiana, ana internationalFlorida 
Univer'sjty, as well as Ii'CAE. This U.S. university consortium was contracted 
conptitiveiy to carry out the [.inaL feasibili ty and design studies through
Lhe C.l.icxrative Assistance Mode ,)L. Contracting. Upon signature of the
Cooperative /wreenmnt another will be negotiatedcontract with the Consortium 
tor project impleintation. The consortium will Ix responsible for developing 
anu nhLlemntinj the initial academic program. IL wil] orovide specialized
administrative sup)port to the sci7K)l as well as a core teaching staff 
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incluuing three to four full time professors and a number of visiting 
protessors tor a period or five and one-haif years while a select group of 
ucuauoreans is being trained in the U.S. to the Ph.D. level over the same 
period. 'Those Lcuauoreans who successfully comiplete the trainihg, which will 
also be coordinated by the consortium, will replace the U.S. professors and 
will become the core staL for the school.. in addition to the full time 
(tienpo completo) faculty, additional part ti, faculty and research staff
 
will eventually be contracted.
 

2. Lecifc Project Outputs. 

a. A 1- llly LUevelopeo Academic Programn.
 

A key elemient in the eventual success of the school is the 
ueyree to which its progriti and curriculum ]espond to the management needs of 
the Ecuadorean private sector and to the t-ealities of the Ecuadorean 
enIviroiuient. The academic programw wi Ii wivu1:1hree basic coilonents, a 15 
iorith tull-time master's level program, an exL'cutive development program, and 
al applieU research prograii. The full-tiie rtkaster's program will provide the 
tundamtintal base utx)r which tlie l>:.,-term quality and viability of the other 
two co iIL)nents must be basuo because. it Justities the core staff of highly 
qualified faculty which is necessary to impleiipnt the other two components 
over the long term. 

(1.) Master's Ikvel Program. The 15 mo)nth master's level 
prujrzuu is a relatively highly structured procjram comptlosed of five trimesters 
which is designed to provioe a curriculum which is generally equivalent in 
guality to tuat touna in U.S. institutions but adapted to regional needs and, 
consequently, eliminating niany U.S. courses which are specifically directed to 
tI unique characteristics o the more complex business system in the U.S. 
'11:u iastec 's level programii will provide a fundamental core or foundation 
busitess curriculum in areas such as accounting, finance, marketing, 
organizational development, management, introduction to coputers, 
,mcro-economics, data analysis, and managerial economics adapted to Ecuadorean 
necxis. In adition, it will include a series of more applied functional and 
iiinayerial courses specific to the hi-uadorean environment such as export 
iiar keting, entrepreneurship, agribusiness, business 1.olicy and environmental
 
analysis. LictiVe_ courses are necessarily limited and will be provided only 
during the last trimester. In addition, the program will include training in 
haiglisn aiu other skills which, while not part of the core curriculum, need to 
be incluued. In addition to English language training, entering students will 
be given a briet 2-4 week refresher or leveling course which emphasizes basic 
math and analytical skills. Students will also be provided training in 
wri tten c..L analysis. 

(2.) Executive Development Prograis. The Graduate 
i.nayejwnt Institute will also otter an ExecuLive Development Program which 
will province practical training which addresses the day-to-day concerns and 
knowledge requiremtn ts UL businessen (and public sector administrators) in 
l.cuador. The proyraims will target both top executives and mid-level
 
imanagers. The programs will be conducted by the institute's faculty; however,
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initially some courses will be taught by visiting professors and/or be jointly
 
sixnsereu by litCh. The executive developmnent courses will be offered not 
only at the Institute's Guayaquil facility but also in Quito, Cuenca, Manta
 
and other cities, as part ot the Institute' ; mission to serve ab a national 
resource for Ecuador. A four tier executive develocK.nt progrcUin is 
conteiilated. Tier 1 will be short 1/2 day sessions with distinguished
speakers, primarily from the U.S., which will he targeted toward top level 
executives ano which will serve priirily to proimote the Institute. Tier 2 
will be practical one uay workshop.; on topics such as the use of personal
computers in business, tne. princi.Les ot cost-Lenefit analysis, p:ersonnel
iianagement, etc. which will be targetex Eor mid-level managers. Tier 3 will 
be 2-1 uay sessions which locus onj tfie latest uevelomnents in key areas of
interest to top Ecuadorean executives such as strategic planning,
international imrketing, control, well topics such as.i:s as timely
dewVlopmitnts in exiort finance, y lobalization of capital imorkets, etc. Tier 4 
will be an on-goiny executive ueveopmernt program which will be offered at 
night or on weekenas over a thrue iinth period and which will focus on
 
traditional subjects such as iktrketing, finance, and management for mid-level
 
wtanagers. Upon successful completion of these pogriis, participants will
 
reciuve cutLificates of special0 :ion. The J.nstitute wil.l also offer 
sptAcializeu, contract programs to institutions such as the Central Bank. 

(3.) Yplieu Ri-search Program. As an adjunct to the 
master's and executive development programs, the Institute will carry out
applieu research on a contract basis for lkuadorean private and public
institutions as well as for international organizations. This research will 
constitute a the Institute.small but imlrtant activity for It will help
enhance the Institute's prestige, keep participating faculty's research 
skilis ar a high level, and contribute to the production newof cases and 
other didactic mte;-ials. Research will be, as a rule, undertaken only when
 
revenues derived from the research pioject can fully cover the direct costs of
 
research.
 

b. A i'unctional Aduiinistration. 

i key eleKmnt in the successful operation of the school 
will be an efLicient, functional administration which can maintain a quality
acadejiic program ando assure selection oi: qualified students while minimizing 
operating expenditures. In order tc lacilitate the development of this 
aoninistration, particular attention will be paio to the recruitment and 
training of three key Ecuadorean administrators: a rector, an academic
 
director anu a administrative director. The administration will receive 
airection from the Junta [Directiv of the Board ot Trustees of the
 
.tnstitution. idlU ano the Consortium will assist, the lPL to establish 
selecti.on criteria Ior iiuiiers ot t:he Junta includetLhe B)ard and which will 
achieving a balance, between variou:; secttors ot the economyf, geographic regions
and persons with a knowledge and uxx rience with post-graduate academic 
ousiiess programs. Technical assi:stance will b2 provid - by the U.S.
universiLy to assure adexquate oni thex job training of these individuals. If 
niecessary, specializuu traininy wi.ll also he provided for these individuals at 
U.S. or Latin Aierican institutiois. 

http:selecti.on
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c. TraineKd Faculty 

Aproxiiltely ten Ecuadoreans (4 tunded by this Project and 

six others supported by other AID sources), will be recruited and trained to 
tle Ph.D. level during the Project .a order to form a highly qualified faculty 
whichi will serve as tLh academic coi. ! around which the school will opxerate. 
liraining will he provided in areas , Lich as finance, narketing, accounting, 
litnatjuL ent, organizational develop~ent, economics, and quantitative methods. 
uL these trainees it is expected that seven will complete their studies 
succeSSLully anu return to teach at the Institute. They will constitute a 
core Ecuadorean taculty for tle G,1 and will teach in the master's level and 
executive development programs as well as undertake applied research 
activities. These stLiuents will 1)( trained to the uoctoral rather than the 
jtLster's ievel because ot the better preparation tor teaching and research 
which t)ey will receive and becau;(.' expJerience in similar schools in Ltin 
iva,rica his dejionstrated t1at th -(e, is a higher staft retention rate than when 

only M.b.i,. traininy is provided. In order to assure that the participants 

uo, in tact, teach in the Gi, they will be required to sign contracts which 
obligate them to teach at least two years for each year of training received 

oL to LUe-ay the cost oL thI trainivj. 

d. iAdequateiy EU.Lrijjd Facilities.
 

In oruer to implenent a quality graduate management 
program, an aueq-juate physical plant with specialized equipuent and facilities 
are relluirLc. The basic winiuum specialized facilities which this project 
will support incluae a documentation center (library) with a minimum of 6,000 
books, docunants and periodicals, simultaneous translation equipment, and 
comiputer center as well as space for at least two classrooms and offices.
 

C. .'roject Inputs. 

a. Technical Assistance. 

P.major project input will be approximately 20 person-years 
of in-country long term teclnical assistance and 63 person-months of short 
term technical assistance which the University o houston consortium will 
supply. The technicai assistance will include a chief of party who will serve 
as the advisor to the school's aoinistration and will organize and supervise 
tie other tec-nical assistance. A core faculty of three to four U.S. 
professors will also reside in Guayaquil and will constitute the Institute's 
lonj-term "permanent faculty". These protessors will organize the academic 
prograum, aevelop the curriculum ancd teach courses while E14uadoreans are being 

traind to assumLe these same respoinsibilities. The core staff will include 
Vrotessors or accounting, finance, marketing and rlanagement. In addition, the 
Consortiurr will provide a librarian for one person year in order to set up and
 
bexein operation of. the documentation center. 



-------------------------------------------------
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In addition to these professors, approximately forty-five
persori-immntns ot services o visiting professors will be provided to teachand/or develop specialized Master's level and executive developmrent program

courses for which the core faculty does not have the requisite expertise.
This assistance would be provided by, for example, professors who would be inresioence one quarter per year or who would be in country for two weeks to
give executive developiient courses. 

S6p1c-cialized tecinical assistance requirements (18 person

innths) 
also exist for activities such as the organization of the
uocuimntatioi ana coiuuLation cenLers as well as for a financial controlsystems expert. This exLj-rtise is,; require( to assure that the nkjor support
services (library, cOIIp)utur center) function effectively and efficiently and 
LaL Lhe Linanciai iu11CJeatiumL ot the cmd is tuLly developed and operational
prior to the completion oL A.I.D. 's assistance. 

In additioii, thure will be LC iJLJiLImnts for a project
imanayer (4.25 person years) and support staff (12.75 person years) located at
the University ok: Houston. The University of houston based staff will beLulI-tijue during the tirst three anu one-half years of the project and will 

Taolz Ii sunivrizes the technical assistance which will be provided. 

'Technical iosistance Requirevents 

person-years person-months
 

Chiet-of-Party 
 5.5
 
Long Term Faculty 13.5 
Visiting Professors 45 
Librarian 
 1.0
 
bpecializeu bhort-Teri Technical 

issistance 
 18
 
Proect 1'-inager 4.25 
suppxort Statr 12.75 

1UIAL 
 37 63
 

Technical assistance costs amounting to approximately $6.13 
million will be financed with the A.I.t). grant. 

b. Training 

Approximately 16 person-years of training will be provided
unuer the project. The major part of: this training will be long-term Ph.D.
level academic training for four future Louadorean faculty members.
(i-ioitional long-term training for six iitore future Ecuadorean faculty members 



is being lulncue outsiue the project.) Areas fur long-term training include 
oanking ano Linaince, accounting, international marketing, and economics. 
i dditional short-terfi training will be providedJ to acninistrative and academic 
statt as requirea. Specialized training recJLIIeflents include educational 
aRuIinistration, financial control systems, libraiy science, or computer center 
operations. Training will be- coordinated by the U.S. consortiuim; however,
training will be arranged at the most appropriate location. Some short term 
training way be providea by 1NCA. Training costs will be approximately 
$o00,00o ana will be financed with grant funds. However, additional training 
is already beiny tinanced by A.I.D. outside of the project budget. Six 
aduitional bcuauoreans are being or will be trained to the doctoral level in 
suoJeCts such as organizational development, production nnagement and 
i1iinagumikunt information systems. 

c. Si cialized Instructional Ki uipaiwnt and Materials Costs. 

The i. .D. grant will tinance specialized equipient cost as 
described below. The total contribution will anKunt to $435,000. 

(1.) Library it.Auisitions. iAcapital expenditure will be 
ruxeuired for the initial acquisition and cataloging of 1,000 books, dosuments 
an(u back copies o t periodicals which are necessary to create the minimum 
collection f~or the docuientation center. Acquisition and cataloging costs are 
expected to average $40 per book or $40,000 while a similar ziount is budgeted 
tor acquisition of docLuients and back copies of periodicals. Total investment 
ror a minimum collection would be $80,000. In audition, an annual recurring
expenditure of $50,000 per year is required to expand the collection by 1,000 
voluiti9s (to ani eventual total of 10,000 voluutis) ana to maintain subscriptons 
to periouicals. This expenditure is included as an operating on-going cost. 

(2.) Computer 6ystem. i relatively modest conuter systen
will Ex? financcWi with grant funds. The system will consist of 24 personal
coiIjuLCrs with 256K ot tmemory anu dual disk drives tied together with a 400 
igabyte magazine drive (11AI 36 or similar), a tape backup system, and several 
OliLferent types of printers. This system is estimated to cost $165,000 
incLuding basic software. (See Annex XV for a more detailed description of 
SyStWtUt roquirements.) 

(3.) Simultaneous Translation. A mobile simultaneous 
translation systemi, which will be necessary for somie Lglish speaking visiting 
protessors to teach ettectively is budgeted at $25,000.
 

(4.) Class-Ioom and office furniture and Eluipment. Basic 
clat;s-oomii (OJUil0:KIt is e:stimated to cost $97,000 and furniture is budgeted at 
$72,000. (miinex XV provides a detailed list ol. required equipmnent and 
turniture.)
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d. Physical Plant. 

As part ot the feasibility studies carried out during

project aeslyn, 
 it was determined that a non-residential campus' within theenvirons of Guayaquil would be the most feasible alternative from the stand
 
Lx)int o cost. The physical facilities will be prinmarily provided through
contributions of the Hcuauorean private sector. The DPE is colni]ted to
 
provide a "bare-walls" structure which then would 
 be finished tospcecitications aetailed in Annex XV. The total area to be provided is 1,600square meters. It is estimated that the vaue 0t land and construction ofminimal facilities will be $4U0,UOO (per Annex II) . Of this amount, not morethan $1U0,000 o A.I.U. grant funds would be used for costs of finishing thelacility. However, it is expect that much ofci the physical plant could be
built wit-ii izn-kinu donations, e.y. , land, architect:ural and construction

services, anu construction 
 I'terials. received threeThe IPE has already
WrLLL of_ters to uonatu a ,site ir the school.. Hiowever, the sites offered tod1ate are not optiMal uLeLQiatiOi jiay be toai1U a l undo initiate operations in 
rentea tacilitit-s while the searcii tor aii approptate site continues.appropriate temporary site has boon located arid 

An 
is ready for: occupancy withiuinimal renovation. In the event that a temporary rented facility is 

necessary and that renovations wia' he req]uire-, tuse will be financed from
 
grant twds at an estimated cost ,n $65,000.
 

e. Operating Ejx ses. 

The ojxerating expenses for a high quality graduatehianagement school are substantial. Du)ring the first five years of operationorm he, W it is estimatud that total operating expenses will amount to
$3,484,OUU. 
 This figure includes all .uadorean professional and staff 
salaries as well as costs ior curriculum develolmient, translation,reprcxiuction, prom)tion and otler costs associated with both the Master's
leveil anu executive deve1opLnt rogr uus. Revenues from tuition and feeswhich are initially minimal but grow rapidly during the project life willtotal $i,373,OOU or aeut 4U perct--nt of oper:ating costs. A.I.D. grant fundswill finance the renaining operating costs to allow adequate time for the GMIto x:ecoim financially self-suppor[.ing, initially, operating expenses will beprovided and managed through the with thecontract Uniersity of Houston.however, during the second year of the project the GMI/PPEL will have achievedthe cajability to directly manage its finances. AID/Quito will instructRe1gional Contracting Officer ot its intent whe-n, after the 

the 
first year of theFroJect, Lunas for opelrating expenses shall go directly to the FPE/GCI. Whensuitaule iccounting aiiu financial systemis are in place the AID Controller willdet.:rmine that the has the ab)ilityvi ca. to account for AID funds. As soon 

as this is accoih.Aishou AIU will [pruvide such Lund(1; to the Uv1I/F,'L directly,.nd in accOUrUance with st:I(land AJu [)rocudurc's. lJntLI such time as theCotroller iakes his determination Lunds LOr oipcating expenses will be 
1frovi(ed through the fiouston cont ract. 



h.'ndomen-t 1,n.
 

The F[t'h will raise $2.5 million for an endowment fund by 

the PACD. This endomient tund, which will have a total value o'f $2,675,000 
includink capitalizeu interest earnings, will finance the operating deficit
 
which the institution is exLpecte to have in the years subsequent to 
-o,,pji.etion of the project anu will provide a siiall amount of revenue to be 

useu ior capital hiiiprovefents. The endomient tunu will be established by the 
FPL in the name ot the Board ot Trustees of the GMI. It will be managed by a 
sub-ccmutattee or the Junta Directiva oL the Board o Trustees. In order to 
allow the tuna to mLaintain its value in dollar terms, the principal of the 
fund imay be investea in the U.S. or in dollar denominated instrunnts. 

Prior to subsequent project disburseiaents AID will review 
anu ap rove in writiny on a quarterly basis the FPE's progress in meeting its 
cojItlitjnts to raisu an Endowment [.und. AID's approval will be dependent upon 

(2v 1(,Ice satistactory to All) that substantial jJrcKJre'.s is being made by the 
v,'tL in provicliny tor the long-term selt-sutficiency ot a hiyh quality graduate 
iiunayeIKt institution. FPE's failure to endow the CN['s PIdowaent Fund 
shall, at Alu's discretion, const.Lute cause for termination of the 
Cooprativu Agreeiiient with the VE. 
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lV. CST ESTIMNi'ES, FL'IdCIAL PLAN, AND PRPOSED METHODS OF IMPLF)ThNI1ATION ANDtsli ANCLL\JU. 

A. Suimary Cost Estinmates. 

The cosL of this five and 1/2 year program is $14,273,000 of whichthe i.l.., yrant will be $10,000,000. The (.faduate IvMnagenhent Institute willcontribute $1.4 million from tuition and fees and the Fundacien Privadahcuatoriana will provide $2.9 million. Table I contains a sunmiary budget byproject input ana funuing source. A.I.D. project funds will cover Universityof houston Consortium technical assistance anct overlhad costs, training costsin the U.6. for Lcuadorean faculty, costs for spe-ialized oquipli~entiiaterials, minor construction costs, evaluation, alla part of 
and 

the initialopAeratiny costs of the Institute. Institute funds derived from tuition andfees will partially cover 
the 

operatii y exLpemses. The F11L will cover the cost ofphysical plant and the Endowmeint Fund. Although A.I.D. project fundscover r,,th initial. start-uL and opKratiny costs, the latter will be fullycovereu by the unu ot the project L.hrough revenues and funds provided through
tle rildowient Vzinu which will be tsttiblisheu by the t'CPL. 

TAJLE Ill 

Sumiary Financial Plan 
($0u0s) 

l.1. UGrant Counterpart Total 

Techn ical 
AssisLance 6,130 -- 6,130 

Trzining 40U8 -- 408 

uperating 
Costs 2,111 1,373 3,484 

Physical 
Plant bOO 400 1,000 

EValuatioi 241 -- 241 

aiCIOWmlent 

Funld -- 2,500 2,500 

Cont-mjiencitus 5,10 -- 510 

tIUIAL 10,000 4,273 14,273 

tc 
Letaileo cost estimates are included

lhical assistance, training, and indirect 
in lvvnex 

costs ot 
i!. Costs for 

tie University ofhouston contract are derived from data contained in the financial feasibility 
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analysis carried out by the Consortiwmi. Coiiltuter equipment costs are based on 
a preliminary quote obtained by the University of liouston. Ecuadorean 
salaries are based on estimiiates of prevailing salary levels obtained from 
.- uauorean businessmcn. Other operational costs are based on INCAE's 
ex,,er ience. 

b. Financial Plan. 

'able IV provides a suiuiry cash flow over the five and 1/2 year 
project life while Table V provides a similar analysis for the five years 
subsequent to proposed completion date for A.I.D. participation. All cost and 
revenue tigures in Tables IV and V are in dollar ternts adjusted by five 
percent a year to reflect the projected rate o inflation. 

'I'ABU IV 

SUM R"AY 1.L'AWCASH 

($UOos) 

19Ub 1987 1988 1989 1990 1991 

'IVhu 

iPXLDITU1J.5 1,200 1,824 2,066 2,222 ,987 1,559 

W±'ck inica I 

issistanlce* 405 1,203 1,311 1,134 1,084 591 

'trraininy 0 77 102 102 102 25 

(t4eratiny 

Lx'ee 195 526 578 605 779 801 

i:valuation 0 l8 80 21 22 100 

Capi tl 
LxjXanditures 600 0 0 0 0 0 

WILVUNLS: 1,200 I,824 2,066 2,222 1987 1,559 

Course 
11cOziC 10 129 219 268 337 410 

llb ULWIiL I, I'Ju 1,b095 1,847 1,954 1,650 1,149
(u'Xulude.,; 
continyencies) 

* includes indirect costs 1,232,000 tor U. of Houston consortium. 
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it s eviaent from Table iII that revenues generated from tuition andLees ano tro executive develojlent programs are mininml during the firstjear-s ot the project while project costs are high because of the initil costs uo start-up, particulurly t large line iteii s for technical assistance and 

'i'able IV projects the i.tstitute's cash flow for the five years after
prjeucL cOuLletioli uuring which time it is assumiieu tit costs and revenues 

in As 
arerelatively constafil real termis. expected T'able IV shows that revenueskjener-a.Leu by tbe LasLr's anU ext:Cutive develoment prograns do not cover

costs OL operatinj the Institute's jpi ojrami. The operating deficit ranges 
the 

betweeii $20U,uu anci $-Su,0UUL per year ii a hijh quality progrnm is to hei,0Iitu-nX Contilltl Ots Ly. L. a sai]ia additional cuilount is incltued Ior capital
ii} tt,:;t lt~ (LQ c,g L uiiznt *itI.mLdtjtijiliIovc llt L of physicail

the mount whifh :At-i bet covered by the endomnent (or additionalLiziutcioll contr i.tions) will be .UI tle alale oL $250,000-$.30U,000 per year'tl) .:ei T9i2 op['ii L WL :ovei on anIii, t i( i I I t)(, d by ie[:rest earned 
1j4do', t IJVS a $'Ijnu Which -:AJIncJ,, 1 ot iillionml and by continued 
,OntcibutL oHS to tix: '] (not sltwn ttk Table)i.n 

($oUs) 

1992 1993 1994 1995 1996 

EXP-PJITU,L3 835 692 935 985 1,036leclulical -... 

1i.sistaiice 35 37 39 42 45.'mIainin9 28 58 60 63 67 
U-,erating 
I-X&l lses 737 76U 797 
 838 879
 

Cap1tal
i xpeaitures 35 37 39 42 45 

1VEIU 835 892 935 985 1,036
Uourse­
incomje 583 
 64.1 673 
 707 742
 
L:i1]OWllt 252 251 262 278 294 

C. Proposeci Metfxds ot Tml viientation and .inancin~l. 

L'tZIbiJ:WRXIJ..( .. uii:;bUrw nt [irocedurvt-; will bx. followed. Alluisburseijjernts will1.c, BuuC Ji.rectu:;it, payment p:v:o(.et-es and be based on thesublissmo 1 o vouC K:[ withAl ;:U[.,ULL1Ii docmuientaLion. .L least for the firsttwo year-i o tYa projct aLl .ftyiiLcTtswill be ibirk: tlirol.'h a Contract with thebiivusiti OL liuu'sull V.;LiL.C will b, resXonsibl( i:; L lead1 university of theconsturmiLI [or hictiiin all Linancial arranyements. The University ot Houston 
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contract will cover payiments for technical assistance, aXrticipant training, 
opjeratiny exx2nsus .III coI0111dity procurenent. Project evaluations envisioned 

[or thiL projcct will lxe carried out through A.I.D. direct contracts with 
outside contractors tor an estimatud cost ot $241,000.
 

/s;part ot the institutional aevelopuiint effort of the &JI, direct 
aiypints may be maue to tkK Graduate ilanayeiiict Institute/IPI beginning in 

ycar two ot t}-& project it the UNI los dein!trated that its financial 
iunay lment ana conLLol. cajicity has developxd sufficiently to permit it to 
ikindle A.I.D. funds airectly. 
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V. PI(UJiX2 iLYL-'L;. 

A. Technical Analysis. 

This section focuses on the justification for selecting the proposedliiouei o graauate rmanageiienL eciucation, on the technlical viability ofestablishing a uradCuate Management Institute, and the demand theon for 
trarining to be oitutut by the Inst iLute. 

1. Technical iustitication for selection of the proposed training 
iikuel. 

i nuiLxer oJ possible alternatives for tie provision of

IwinayutJeJL5 tlallll analyze:u In the
we(ret pre-fA.asibility studyl. These were: 

(1) 'TO expand existing short-term managemecnt training seminars n sOrt courses; (2) improve 1iwnagementto expani aii(.I training programs inexisting Jistitutions; (3) to exixind and iiij)rove pub.Li: ;ector managementLruinimig progialLs; (4) tO Utj I izie xis;tiiig projr'aiw in nei.yghhrjiiyg countries;
,ind (5) to creatu a 1n(w (;ra u ate :;ciKol ot ]ill,Igeilnt. 

The exparsion of: short-term 1Iinag(e;ient training seminars, whileuseful roL up-gractiny th( :3kill L(-vels of existing imanagers would not increase
the supply ot imanagers. seirnars are an ettectivu vehicle for providing
sixpeitic knowlecuye to ,)acticing iunayers and as such they play an inportantrole in lImlaaemIeIt eAILtiCatlonl. 
 kIOWeV(r, by their nature, seminars are not
dlesigied to provide career pJepartiori. Thus, a seminiar program alone isIncajuole vI providling the coniu
mitj neuw supply ol qualified managers which
 
is required.
 

Lxpansion of zlm~agement training pr(xrails in existing

institutions is not teasible. 
mo t 
pLogrns oft(er only undergraduate training
which in th 'uadorean context does not produce managerial candidates.

i.xistiny graduate programs are very. limited in scopo.. 
 A private part-time

pr(xjraii 
sjx)nsored by th- Institute Superior de Acritinistracion (ISEA) is
j.ribund. - LSCLUela Politecnica Nacionai in Quito has a small program which
it is trying to expand and iipnove; but it is a part-time program with a
part-time raculty. The tiscuela Politecnica del Literal (ESf{OL) recently
initiated a prora-n which has a 
quaintitative, engineering focused curriculum,
primarily orientet to port management. The Universidad Laica and the
Ulniverslaai Catollca uie Guayaquil 1have discussed the possibility of
,iieneting graduate minyagemint progrunis but haver not done so. Theseprjrams are constrainu by their place ent within a university system which
is 1,nna)P2 to otter qu.aLiLy e.ducatiunl 01OucatSe a large ziumber ot adverse
-;Lst ti'tIwII LactoLS dll( by their own organizational structure 

SSee /innex XIV, William 1enforLh, A Prefeasibility Sid for tLstablisI2ent f ti Grauate -chool of nement in hEcuauor, Chapter 6,"Alternatives J-or meeting ilanagemiet Needs." 
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,part-timae [acu.ty, part-tilme students, and part-tinme administration) . While 
tLhYe!r uA' soIe aUvantaYg(s evident in being dssociatel with all existing 
univursity, eg. access to existing physical facilities, libraries and 
ilLUI:astru:Ctur anId o11al recognition for uegrees, the disadvantages are 
substantial. L-'isting Jprogjramls iave no faculty with doctoral degrees, 

jhysical I.acilities are generally inadequate, administrative resources to 
itwnage a program are aef.icient, and substantial changes in operating 
procedures, includirrg se.ective acmhission, participative instruction and 
coi1U9,etitive faculty salaries, are unlikely to Le feasible. Other 
uisauvanta(jes would include an inability to develop( a unique identity, 
separate from the university, for the program, an inability to be isolated 
trom political activities, anld possible difficulties in allocating sufficient 
resources to the projrar, in institutions which are extremely deficient in 
their access to resouLces. 

[-ublic sector training, which is already supported by an A.I.D. 
rojeCt, WOUld Inot addLes-: the substantial ruk]uirements for new nmnagers in 

the private sector. 

Training abLoaui is limited by Iue(ign exclIlgye constraints, by 
language re]quirements (in some cas(s) ard by an increased likelihood that the 

L AIrticivAnts will seek employment outside Ecuador. Most training institutions 
in neighlooringj countries (Peru, Colo01bia, Verezuela) operate at virtually full 
cap.ciLty with students from their own countries. 11 XA., which is the largest 
singie trai.ner of cuLadorean NuiAs, traditionally Ihas restricted Ecuadorean 
enrolliKnt to around 10-12 Ix',r year (out of ahout 20 of 40 Ecuadorean 
applicnIJts pCr yedr who are qualitied for admission). Qualified applicants 
from N'uauKor who are aUmlitted but do not attenmd generally do not do so because 
ol Lamily or Linanclal probleNaL; associated with the relatively high cost of 
attending IWCAE. 

'Ine alternative of creating a graduate mnagement program which 
wou.L( peimit the sub:;tutial clanges in curriculUIaI, procedures and practices 
which are ti:ecessary to provide quality ~management training and which would 
resxono to thez! needs Cor private sector developilKnt as well as obtain support 
irom the business couraunity is tl aiist appropriate alternative for providing 
the tylpe o. nvAnageiient traininj required tor L:uadorean development during the 
19801's. 

2. 	 Tecllical Viability of Lstablishing a Graduate Management 
institutre. 

A.l.U. has a significant amount of experience in financing 
yjrlIuat lianagement schools. in Latin mierica, A.[.1., during the 1960's, 
I i.dc(A t.Lh. sLcCslu I..stabli:Kn2ant of two institutions, I[CAL (Instituto 
c(entroamiuricano de P ministracion de 1Uapresas) anu EhSAL(Escuela Superior de 
i uministracion de Negcios), which are both now very well respected and can 
s'rve sAixoels for tl 1cuao(oreaIl school. Thej pre-feasibility study has 
unaly/u tLhe pst and present situation ol these two schools in detail and has 

rese rret a series of conclusions and recoimiendations related to program 
dlesigJl for a new school ised on the analysis of these schools. Critical 
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factors in the success of these sclools which relate to the organization,
acadeitac proyram anu inancial asj.,ects have been identified in the
pre-teasibility study. Factors related to the organization of the scholilclude: careful Study and plalnini before starLing operations', linkages withthe private and public sectcrs, isolation from political activities, operatingflexibility, personal couliiaidtuent by key individuals, initial link withana an a respected "sister" academic institution. Important elements relat-d to theacauemic proyraim inc.ude: high qulity standards, extensive adaption to localconditions, training( oI local andfaculty, interaction with the international
acaoeinic coumtnity. Iiportant financial clhracteristics of the schools
include: tle need to supp.lement tuition revenues, tyro inability of earned
income to cover operatiw dukicits, the continuing need for financial supporttrom t private sector, toe the. lieeo avoid loans and debt during the start-upperiod, substantial fl.e.ign C-urteiicy duringcosts startup, the need forI inancial assistancu for students, ind a requirement for skilled and qualifiedauwlstrators to 1IIlage the rulaltLvily complex financial activities of a
jra .1ua tAe llnajeiluent (]hol. 

In adidition A.1.D .is financed similar endeavors elsewfere. InLatiLn iilerica it financud 'lbIT (f-- ueia de Adlministracion, Finanzas y'Tecnolxyjia) in MIeellin. ColoMbia, -And was minor donor IESAa to (Instituto deLstuaios Superiores de hidinistrac ion) il Caracas, VenezueJ.a.]. (EAFIT beganas an underyraduabe, institution hLut has since added a master's program and is
in the process of estabiLshinll a doctoral program.)
 

A review ol. lhistory imd tlh current status of these progrtms
shows thait the use oL the prolIAseu technical as:sistance iixxlel is technicallyviable and that a nalent, higiigh qual.ity graduate2 level institution can be
establisheu in a Ldtin ivierican envronhitnt but that there are key factors, as
identified above, which must be co:eInu.ly nit.ored during project design andiiijlumentation. 

3. The DemAnd for the ,Typjm of Educational Program beifg Proposed. 

'.he pr e-feasibility study (innex XIV) presented ample evidencethat there is a need and an effective demand for the type of well trainediiaiagers which would be produced by Graduatea &inayement Institute. Thissection sul-tuiarizes the analysis oC the demand for this training by potential
candiiates tor a Master's programl contained in Annex XII and provides evidence
that there is adequate demand for (xecutive develol-nent programs. 

The outlind paramleters for the academic progra have beenestablishe- through a scuq.ile survey administered to mw)re 600than Ecuadoreans 
in 1.x)sitions where it iid be.,en ucrmi u they woul be potentially eligiblel.or and titere.;t.ed in graduate 1,. kiJeent training. The ty[e:s of 'Euadoreans
SUlveyca inlclude recent university graduates uid professors of economy andaamiinistration, engineers, managers ot firms, and persol -. who have applied forjKosL-Yraduate training abroad. l ased on this survey and estimates of thetotal universe ot these cateyories, it is projected (at a 90 percent
confidence level) that approximately 1650 Eduadoreans, on annualizedan basis, 

http:titere.;t.ed
http:co:eInu.ly
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or jiore than 57% of the target group, are interested in postgraduate training 
in fmanagemunt. Those who woulu be willing to attena are primarily between 25 
anu 32 years ot age and are married but With two or less children. Primary 
areas ot interest arc liLance, Hurketing, pLOjuCL evaluation, ahd banking. A 
large majority, 65%, preter a full-time Mvaster's program while 2 5% prefer an 
auvanceul manaiement program and 10% prefer seminars. Using an estimated 
program cost of $3,750 for tuition and fees, only 57% would be able to cover 
part oL tin cost with some Linancial support, 29% would need full financial 
suppwirt, and 14% would be able to cover the course with their own resources. 
'h- survey data thus siow that there is clearly sui.ficient demand for a 
akser's level program provided that financial support in the form of loans or 

scholarships can be proviued. 

Tf-h OIelWnM for executive development progr-is appars to be 
stronj [.t thle tout proposed executive evelolmi nt tiers the 2-4 day seminars 
on specializeo topics ('Tier 3) and the specialized certificate programs (Tier 
4) will account Lot a vry large percMntage OL the total executive developilent 
eLLort. in 1983 ibO'J designated a representative in Ecuador and initiated a 
prograli tor executt ,,u similar to the pioo:w Tier 3 program. In 1983-4 
ttourt:eei proygrams were neld with 433 stuuents in various cities in Ecuador. 
in 1964-5, 21 programs with 786 sLt.nts were carried out. This market has a 
clearly estah)l.shXI etfective daulnd. During the first nine months of INCAE's 
198")-0 tuca]. year, 14 p-ograms with 499 participaints were carried out. There 
is no siiilar Ecuadorean data available for Tier 4 programs. However, ESAN, 
i aiii,a iiL'[T all have successful programs 01. this nature. 

B. 1i ncia Ainmalysis. 

I. Post-Project Financial Viability of the CvI. 

Y key factor in the long-torm success of the MI will be 
its ability to cover costs without eployiny extre e cost cutting measures or 
uovr utUihasizing shcrt-term revenue generating seminars which would negatively 
al.Lect tle jquality ol its main programs. An analysis ot the the costs and 
reIvelnues of tLh (Ill Jor the second five years ot its operation shows tlat the 
rUvenues generated b.1i the GNi1 are not likely to be sufficient to cover the 
costs of a high quality program. A best estimate analysis shows that an 
endoi)ent U. approximt(ely $2.675 would be ru]uired to assure the long term 
tinancial viability of: the (:UI. This would genetate about $250,000 a year to 
be appLieu to operating expenses and toward H"Iiest capital improvemnts. A 
serias oL sensitivity analyses with varying assumptions is contained in Annex 
LI, winanciaI ynalysis I'ncix. Under the most conservative revenue estimates 

.and a cost structure: wiich would assure a high quality academic program, an 
U IivAIK1t . LII 1 l U $3.7 111il.LLo WOuOU IX[2 rtXJuiLted. With a nK)e optimistic 
&V;tnit[,tiu ahout rev itu i:; ai(i d "barLbones" co:;t structure wlich would 
nIiLtaii s.lary levels but would reduce other operating costs, the GMI would 
be.2 ible to operate with a small endowment. Thus, a commitfnent by the 
F.Jnacion Privada Ecuatoriana to raise $2.5 million for an endowment provides 
a sufficient degree of confidence that the CMI will be financially viable 
aLter tic project ends. Neverthefless, a concerted effort will be made to 
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develop an effective cost control system during the first five years of the

Ul.i's operation so tkit a system to exercise very c.AIrrQul control overexpenuitutes is fully operational after the project ends. With this approach
to financial control, all new pro( lj.ms anu research activities proposed fori-iplementation will have to cover tLheir direct costs and contribute to the
UNLI's overhead. Also, the estiut:eu size of the endomtient assue,s that nofurtlx r Lund raising will LakU j.lace aLter the project ends. As a practicalmatter, it is reasonable to exjAuct Lhat, i. tiKi pLoj(e.ct is successful, i.e. if a high quality graduate manayment institute is O.xrat:ional, then continuedcontributions from Lund aisiinj i li, be expected, provided that fund raising

ellorts continue.
 

2. bources oL Lcuadorean SuppJojrtLfor txe ('PU. 

T'Ih current: iimtihcship of the ."'I'.: is prinmrily composed ofrepresentatives of imjor coinerciziI., industrial and banking enterprisesJ.ocate.j in Guayaquil. At L urns and are of the.reseiHt21 businessmen members

v.'VL. Prior to initial o:).lig,-ion oi A.i.D. f.unds, the F E, as part of its
LUci-ra is nci. 2.Lwt, 
, i.l i c tr td( i -([ l.oiLt to wxpan its mleI)ership
.nclude enttUlpri:es located in .liiW, Cuenc'a, and Manta as well as 

to 
in


Uuayaquil. The I-Tl's s::4AiLic; co, idt-jilutnt to A.[.I. in this regard is to
increase thex luvel oL cominitt-ts to the endowment Lund (over a five year

L-Aricd) to and obtain$1,OoO,UUU comiutbmnts Ior 10 scholarships prior toobligation. The 'PE will. also pledge to continue to carry out fund-raising
efforts il h;uador ana the U.6. in order to obtain an additional $1.5 millionin pledges during tl&, 1,rst 24 months OL )roject implementation. AID hassought Irom tLmi [B a coaiuitmeit to broaden its institutional base so that it
tU)Ce fully prosents various sec;tors of the- economy and the principal

geographic regions o fCuaaor. ui acarch 26, 1986 the, PE co'itted itself inletter to ,AID "to a balance ol regional interests within (its) membership sotkt the w,,.LL will serve d:)a natiunl project... (and) by the enu of 1987 atleast 40' or the total imesibeus wi.Ll be [rom areas ot:er than the coast".

nlinex X1- contains a funcl .a 1Lnraisin ler the GU.L together with acoapreiiensive list of j)ssible adu.itional sourc:s of financial support for an
endowment Lund. 

in addition to the EnMdowment Fund, the FPE has pledged toproviae a perainent physical plant tor the Uvi. The estimatcd cost of landand unfinishea buildings is (stiHtiLW to be $400,000. Although two parcels oflana have already been donatec to serve as a permnent site for the GMI,neither" is optimally locatteo and th, ,'VE will nake additional efforts toobtain an appropriate site for the canmpus. ivietiiers of tl P;E who areinvolvec- in the construction industry expectedare to contribute construction 
ii(atr i anuiLs sL1rvl :esLor the 1XnOi~alltit CZtit[J)US. 

'The w',,il will also actively pur;ue opportunities forcontractuu proyr .; wi itL private (1 tterpr ise atnu pubLic r-ector institutions
which will serve,, as sources Of income. An imnediate posibility is to provide
trait in(j to Cetral loyees. IESA, and if\OC2A have all had3nktr1kn L'SAI', a
nintmer ot contracted programs. iNOI'Qd recently coiipleted a specialized
training programn with the Central 1xmk o: JIAuador. 

http:pLoj(e.ct
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3. SourcOs of Stuuent Support. 

'I'he Fi,"will also be responsible for obtaining 
scholarships, company sponsorships, and banking sector coirmninehts for a 
student loan progr u, t:or the Nacster's level progjram. IPj) members will work 
closely with the Uii 's auiinistLrative director ana registrar to structure 
these ,r(Yjrmcji. '1 ition scholarships, which will be made available to 
acadiiiically Ljualitieo lower incoe studients, will be provided by member 
enterprises oL the 1-PL. Tun scholarships will be made available during the 
Lirst year, annI it is expected that at least 20 scholarships per year will be 
Uii-de available in subsequent years. 

A nujber of firms have also indicated that they would be 
interested in sponsoring their own academically qualified employees to attend 
the Master's program. Based on current expressions of interest, an average of 
25-35 company sponsorships are likely once the programu is operational. 

Ifinal source of support for the (14I will be student loan 
pro(jjas established by W.LIuorean banks. because of the expected returns to 
the ilndividuals attending the Gd's Master's le-vel program, loans, ratir tan 
scK)larships are the preterre- sOULce o studlent support. To date at least 
threu banks, lanco del Pacitico, La Previsora, and banco de la Produccion, 
have expressed a willingness to iLifd student loans. Each loan program would 
be designed and adiinistered by the bank. Loans would be at commercial rates 
ol interest with a grace periou oL up to 24 months during which time interest 
Wuulo be2 cLIpitalized. In addition, the instituto Ecuatoriano de Credito 
J!Loucativo can make loans for students who will attend the GC1; however, 
studients receiving these loans are likely to require additional sources of 
sup )rt to attend the (iAL. A student loan proJram sponsored by private banks 
is preferreni to one operated by the M1. Administration of a student ].oan 
proyrdii would represent a signilicant burden on the (M. Also, programs 
alministerL-u by the banking system are expected to have a much better recovery 
rate than one administered a irettly by the tCMI. 

4. Further i .L. supiort. 

T1heie project has been desijneu so that when A.I.D. support 
is cojiipletW after five anu 1/2 years the CML will be fully oper-ational and 
seli-suftlicient. evertheless, as w"5 pointed out in the PID for this 
project, tlx average gjestation period for an institution of this type to 
becoii fully self-su[ticient appears to be between eight and ten years. For 
both lt\0AE and Ei N financial and technical support continued for a peziod of 
jixre than ten years while support to IAFXL'I terminated after seven years. 
Project projress will be carefully nimnitored and, if warranted, additional 
A.I.b. finaicial support to consolidate the .prograim and phase out 1 .I.D. 's 
role may be considered. 
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C. Economic Analysis Suwiciary. 

1. Economic Return.-, to Education. 

Recent studies have shown that in most developing countriesthe returns to higher edlucation are greater than returns to many alternativeinvestllents. 
 ti recent. study by Psacharopoulos found that returns to higher
education, averaging 14.9 
percent, were than returnshigher to irrigation,
hydroelectric, ano highway projects, averaging 12.6 percent, in nine of elevencuuntries studieu. (see Annex Ill, Economic Analysis.) There is only one expost stuua on the returns to graduate jiv-nageiiient education ot the typeproposed for EcuaLuor wici has an aduequate mehodological approach. This astuuy ot the indian institute ot ,ianagenIKint at iAedabad carried 

is 
out by Hillet ai. in 1973. That study tound that net private benefits to the studentLroM coimlleting the gracluate werecourse about. 26 percent. The social returns 

were about 15 percent. 

2. Cost-Benefit Analysis of the Proposed Project. 

Using the iietlholoyy emiployed by Hill, a benefit costanulysis has been carried out using a number of alternative assumptions andestimates oL the variables. The best estimate, base on estimated salarylevels of prosip.ective students ana on the projected salary level for graduatesobtainect from interviews in Ecuador with managers and educators, indicatesthat the private return to the Naster's program student would exceed 50
percent over a thirty year work-span. 1.sensitivity analysis performed,
wasassuming tuition ana otLher costs including foregone earnings were 20 percenthigher than the best estimate and that projected earnings were 20 percentlower. 
 Unaer this scenario the rate of return to the individual would still
 
be 40 percent.
 

The social cost-benefit analysis is carried out byaggregjating the projectea extra earnilgs ot the students and includingfull costs ot the education provideuwl, including 
the 

those operating and start-upcosts not covercuu by tuition ana lues. Using the best estimate assui)tions,the social rate of return is 2u percent assumiing a thirty year period ofanalysis. It all costs are raiseu by ten percent ana benefits are decreasedby 10 percent, the ratu of return drops to 17.7 percent. 
While the economic

analysis assuiies that eventually 9U students per year will graduate from the1,ster's prograi, the rate of return is relatively insensitive to a reductionin the ntuiier of students who grauuate. A reduction to 75 students results ina drop in the best estinmte rate of return of one percent. D'rthersensitivity analyses included in Annex III. Under varying sets ofare 
assuriytioils about benetit streams, class size, and initial graduation of:;Luuts(_-t: inteLual i (LuL. vry.. (; ol. ti rom 3.2 percunt to 21..2 t'erccrit withmost sets of asstUJIptions yielding an IRk of between 17.5 percent and 21.2 
percent. 
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D. i iinistrative Feasibility. 

This section describes the na-ture of the proposed adninistrative 
arranyeiiLnts in suwitary form, including the responsibilities of' the Fundacion 
Privaua ]_-cuatoriana, '].,he Graduate Management Institute, the University of 
iuouston Consor:iwti and A.i.D. 'The Mission considers INCA/E to be a valuable 
resource for establishing an independent Graduate Manageent School in Ecuador 
given its experience as a Latin ilvlri.can munaglient center. TTerefore, AID 
will work with the Consortium so that it can draw upon this resource as 
ajpp-opriate anci also with ILkA. to integrate it into the project. A detailed 
iiescri±,tion ot the aciministrative arrangements is contained in Annex IV. It 
also discusses the viability of such arrangements and identifies factors which
 
will have to be nonitored during implementation to assure that the Graduate 
Lianageiient institute is an aciministratively self-sufficient and fully 
operational organization dt the completion of- tlhe project. 

I. I)ropxoscd im.inistrtative Arrangements. 

The [iropos((I administrative structure is geared to the creation 
of Lill 1!tUddorean lanaged, iridepee(nIt, privately funded programn of high
quality while at the sajue tiMe a5skang that t:he inputs from A.I.D., the FPE, 
ano the University or fiouston consortium are fully and effectively
intejrat d. A.I.U. expect:s to si(jgn a cooperative agreement with the FPL' to 
establish a direct relationship between A.i.u. ancl the FPL and to permit
A.I.D. the substantial involveii'ent it rejuires to assure the relation of a 
viable high cluality graduate managemKuent institute. A.I.D. will negotiate a 
tollow-on contract with the University ot Houston Consortium under the 
collaborative assistance mod]e of contracting. The Consortium will have 
responsibility for in.lementing all project activities. 

In order to create an overall goverance and policy making 
miechlaiismi L.or the 141, the PPE will create a Board of Directors for the GMI 
coqjrise-d largely ol kcuadorean members of the FP but also including
representatives ol tle Lcuauorean and international academic community. Total 
immbaership of this board of Directors will be approximately 30. Because of 
the large size of the Board, practical magnaement oversight wi]l be vested in 
a Live ]ller Junta irectiva appointed by the Board. The Junta will 
establish private sector advisory coiiunittees for agribusiness, marketing, etc. 
to advise on program content and to assist in placing students. The Junta 
1irectiva will: evaluate and approve strategjic decisions made by the 
University or Houston chie-ot-party/;NJ adinistration; approve tile GMI's 
annual budget; be responsible for assuring that fund raising activities are 
carvieu out; advise the- GWId administration on the needs of the Ecuadorean 
nusiness communities; assist in selecting the hector; manage the GMI's 
PAIOt'b A~I.. LunI-d; Z1iid 11Kiii1-ri Hx- [Wugl es oL Lix. project. 

lnitially, the principal administrator of the GI will be the 
bi iversity. ol nouston chiel-of-pr ty. however his responsibilities will be 
shareuj by tlhe Ecuadorean rector who will assuite imore responisibility according 
to ci time-phaseu plan which will be annually reviewed and modified, as needed. 
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2. Feasibility Issues 1'elated to the Proposed Administrative 
Structure.
 

The nst critical element in the adminstrative arrangements is
 
the interaction between tLhe ConsortiumL, tle o.bundation and AID. For
 
successful manageraent: o1 the project tlre must be a clear understanding of

the contributions ot each entity in the collaborative assistance mode and well
oefined assigitIeInts oi responsib L[ities aming the various actors. In addition 
there must be a oinft unuerstanding ot the manner in which responsibility for
the !.i' wiLl shint increasingly to tbe hands of' Ncuadoreans, as the Consortium 
phases out its role in the project. This element o the project has been
uiscussed aIK)nng rprese:ntatives of the Foundation, the University of Houston 
Consortiumi ana AID. In order to ssure that there is a successful transition 
to ccuadorean managu,icat of the (1,L, the administrative responsibilities of 
the varous pairties as well as a tiie-plium transition plan will be included
in the project description contained in the Cooperative Agreement to be signed
Ibtween i .i.D. and the [.'[)L an in the University of iloustion consortium 
contract. The adeluacy ol the administrative arrangements and the time phased
pla. will oe assessca, annually as part of the joint annual project review. 

E . Social Soundness Analysis Suiiuiary. 

This section suimiarizes the social soundess analysis which is 
attache as Annex V. 

I. Project Leneticiaries. 

The pri.jmry b7neficiaries of the project will be the students 
who coiiilete the iOaster's level proyrami and businessmten, enterprise managers,
and id-level employees who attend the executive develolm)ent sellinars. For 
tnese individuals the tGAL progrztii will provide learning opportunities which 
are largely currently unavailable in Ecuador. The knowledge acquired from 
these programs will result in access to better employment opportunities and
higher income levels for theK participants. Indirectly, the national economy
will Denetit through increaseu econowic and elij-oyment growth. 

2. Scial teasibiity. 

There are a nLmiber of social feasibility concerns related to 
this project. These inclu(te the potential access of lower and middle-income 
groups ana women to training provided by the (1I; the socio-cultural 
acceptibility of the proposeu curriculim and teaching methodology; the
relevance of trained ianagers within a socio-cultural mileu in which firm 
iivnayement has historically been aintained within a relatively closed,
'IYW'l'11 ly La.iily-L,:s. i, ,jioup; intL(jr,,tion of tLhe (*1J. int:o tLhe formal 
LLduorean eaucational system; and, the iiipact of regionalism on the 
Leasibility of the GNI's Nk-ster's program. 
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a. Access bV lower and middle income groups and women. 

In the uet1l study carried out for the project (See Annex XII), 
a stron(j interest in adiditional managem*-ent training was rmanifes'ted by 
p-otential eligible canaidates for trainiri., at the lower end of the income 
scale. kccoruingJ to this study, Lifteen jxrcent of the target group have 
incotnms ot $200 a i,-&nth or less, 40 percent (cumulative) have incomes of less 
than $3u0 a month, and 70 percent (cLmEulative) have incomes of less than $500 
a 1tolnth. ut those surveyed, 29 p-.rcent stated that they would need full 
tinancial assistance to attend :he G1il's Masters level program, 57 percent 
it aicatu that they woulu neea partial assistance and only 14 percent stated 
ti£,t they coula alturd to pay full tuition for the school. While the project 
can benetit groups with incomes lower than expe-ctcd, an adequate mechanism for 
providing scholarships, company sponsorsips, and/or student loans must be in 
place jriur to recruitent ot studunts .since thI.s factor will be critical to 
the social and Linancial feasibility of the UI. In addition to tuition and 
tees, ,-;chokiarships and/or Loans shOUld make sUta provision for a modest living 

-ti-end those students whose families do not live in
particularly for 

(.;uaya(Juii.
 

Unfortunately, the ueiaand study which was carried out did not 
distinguish butween iitle ind female interviewues. Thus, it is not possible to 
vstimate the percentage of the Uii's target who might be women. Nevertheless, 
base" on eviuence trom proyrams in neigh)oring Latin American countries, it 
shKUld bi' expected that woicen nuy comprise a Fairly significant minority of 
tLhe students enro.LL<J in the program. under current socio-ecomomic 
corxitions, it is likely tlht only uimarrie( women or married women who do not 
iave chiluren will attend the Lull time i,ster's program. There is likely to
 
hE sojm interest muong married women, working women and women who have their 
own husinesses in the executive uevelopment proxjrams whicti lead to
 
certificotes ot sjecialization in specific business fields. The IWCAE office 

in Quito has acivised the Mission that women otten request information but
 
that, at the present, only one Ecuadorean woman is enrolled at INCAE. 

.Ln oruer to encourage broad repLesentation from relatively lower 

incoiuti groups and women, the C,I will establish a clearly articulated policy 
ol non-discrimnination and will be expected to assure that adequate programs 
are in place to provide miaxim=u access to these groups. At this time, the 

Lirst ion-project Lunuec participant, who is expected to join the GMI faculty 
at the conclusion of her studies, is a woman. 

b. The socio-cultural feasibility of the proposed curriculum
 
alu teachin methouology.
 

The troditioal teaching metoJuloLjy used in Ecuaclorean higher 

education is the lecLure system. Research skills are rarely developed within 
this system. Course content is wore theoretical than practical. In many 

cases there is very little consistency between what is taught and what can be
 
applied in real worlo situations. There is very little experience using 
groups to carry out research. Ecuadorean universities are part time. Both 
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within an on-cjoinj progrwi is not keasible and creation oi a U41I as a 
cCAIIpletely autonol1)LL; tsitity within an existiny university would be difficult 
to achieve. How',ver, without such a relationsVihip, the (141 will not be legally 
able to grant degrees UnuLer current LuUador.all law which effect'ively 
1.orecloses the possibility ot creating new degree granting institutions.* 

The same problem ias been Laceu in tle past by ESAN and PAFIT 
whicl were unable to ( rant legally recognized degrees until several years 
after they bcgin o[).r-tions and currently by IWAL' whose master's degree is 
n1ot rccognized in Lcuador. in fact, those LEulidoreans who enter public 
Strvice are not recojnized, in terms ot salary, as possessors of Master's 
oegree-s. So that the GI does not suffer from such limitation, the PPE will 
seek, as earlier as IAssible, legal recognition or the (Gil as a valid 
d(IgreU-gtanting institution. 

,2. The imjpact of regionalism on the GMI's feasibility. 

The historic regional difierences between Quito (Sierra) and 
Guayaquil (costa) will undoubtedly have an initial negative inr)act on the 

's [eai5iit)iliLy. businessilen in f'uito have indicated that they would not be 
willing to send their etiployees to Guayaquil for Master's level training (See 
tivnex XLI). 

'The degree to which they would be willing to financially support 
an institution ini Guayaquil is also uncertain. While these regional 
diterences have buen somewhat mitigated by the growth of enterprises which 
have signticant operations in both Quito and Guayaquil, the GCi will have to 
Ilup].eiint a well ueve] oped stratejy to overcoime remaining barriers to access 
imqponsed uy regonalisim. This strategy should include, at a minimum, a 
concerted level of eftort in Quito in the area of executive development 
jprogaiL-3, especially those aiiied at top aniagem&nt. In addition, a mutually 
uuvanitageous rulationship may be establishedI with an existing graduate 
iLinaeilnent program inl Quico, eg. the Politeclic of Q2uito, which would provide 
positive exposure in Quito to the Gl's progruims while benefiting the 
participting university. i-dso, once the iMster's level program is 
successi uSly func:tioning, the GMI should mount a strong promotional effort inyuito which includes in extra "helping-hand" in such aspects as finding 

suitable living quart_-ers and 
lire in ,uayacuil. 

orientation for students and their families to 

F,. i-fvironmentai Nialysis. 

No major enviroietntal jmpact is expected from this project. A 
IleJdtivu (.PlViLOLuiK(iLa has and is included asettermiiiation been approved 
1'jinke-X VI. 

*ihe -easibility of yrantifng a degree from a U.S. university was explored. 
whiie possible, this alternative would substantially increase the time and 
cost oL a 1ster's level programn. 
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Vi. lPLr1E.Nihft'l()N PlAN. 

1%. General lmpteii -ntation Planning. 

'The University ot tioustoi Consortiutii ikas prepajred a detailed

Linie-phased impleiientation plan for the first eighteen months of 
 the project
whicil is 31]CInicld as t\ lnnx Vii. 'the ileiiVientation plan LiAs been developed
using a Pi methodol,,jy in whicl ii serieo er t:ical -,ths, riui.r
dlevelop, aina initiate tLhe (Ai, 

to 
are identiried. These itetms include staffing,


site preparation, FtuLC,_ut wore .i-tunt, endowtimnt fund development, 
 and
curriculM, duvooint. 'hose ibis .re then broken out into a series of
 
subtasks which mus t be auccoumiisl-t.].
 

13. 'technical '\ssi-tc,.e Pln. 

'T11 tunncal d55i taflC( needs are described in Section III.C.l. of

tLh Projec.t PaL4?a. tl.[ Leciinica. ,ssP,.;tance will be provided under a direct
 
ii.I.D. contract with tLhe University (A Houston consortiumi. Because the
Collaborative A;sistance Mode lhas b,een ei ployed, the Chief-of-Party and theUniversity ot llou.stoji project ma!jer a-re already fully involved in project
oesign anu "re-ila{plntInLation. 'i'he likst fu].--tilm U.S. professor is
currently being lu(eLiL ied and se]hcted. 'The selection process for the second 
anu thirCI proi:esus will begin as soon as the pruject implementation contract
is signo. wit, the Univesity of llousten consortiujit. Short-term technical
assistance will be obtaineu from iatei)ers of the University of Houston
consortiLuji, includinjit\.'JEl.. Visiting professors will be recruited from among
ivuiers of the conisortiua, other U.S. universities, and from Latin Amierican
institutions according to the srx. ific requirements andof the CM
availability ot quallieu prolessionals. 

the 
The-- Missioni Director is authorized

by iq'(.el-jatioti of Aiuthorities No. 40.11 and Handbook 13, 51B 4c (2) to waive 
source, origin anu natLiorility requ-reirts trom Code 000 to 941 for
inulviauai transactions the value OL which does not exceed $5,000,000. In
order to allow procureument of technical assistance services from Latin

oilerican educational iIIstitultions, nationality waivers from 000 to 941 will be 
obtainea trow the Mission ireCtor as such transactions are identified during
Project imiUlementation. The Proj.t Authorization shall contain one such
waiver, to allow for the procurement of evaluation services in the amount
approxiniitely US$150,000 from suppliers whose nationality is included in 

of 

iA.I.U. Geographic tcxu, 941 (sue iV.E. Evaluation ].lan, below). 

C. 'ITa.ninq Plan. 

All long ano short term participant training will be arranged by the
University oe fiouston c0so isuiIn. Unuer the project, [our 'cuadoreans will beLt:cLis lur (Luctl. ,.I Iil. ,i-i lfin ili 'i(iuue:; .:.;. .n addition at least six11J, SUbjt
other long term particirants, financeu through other mecIhnisns, will receive
cttoral level trairinj. With th. exception of one part Icipant who will be

completing her doctoral studies ii organizational development at Yale in 1987,all participants wil] L. identified and preliminarily selected by the
University ol Hoston. LWx:toral training will be done prililarily at theUniversi.ty of Houston and the University of Indiana which will make special 

http:Universi.ty


efforts to work with the Ecuadorean studelts Lo assure that they complete 
their studies in the uiiiuum tiix.? ox)ssible. 'io date more than sixty 
Ecuacloreans iive been interviewed and at least six are qualified for doctoral 
level traLning. The iimkorijty or eligibie students (5of 6) haVe Master's 
uegrees fromY U.S. universities, priiirily in engineering subjects. 
Ecuadoreans will be traineu in Liniance, control, accounting, imrketing,
oryanizational devtlopiK~nt, and cconomics as well as in other areas according 
the needs of the institute ani aptitudes ot the participants. Initial 
training will bocus oil thK)se subjects which are found to be the most difficult 
([inance, accounting) and tlse which are moK)s;t culture specific 
(oryanizational development). At least four students will be sent for 
training in the first or second serester ot thie 1986-87 calender year. By the 
1987-88 calender year seven -tudents will be enrolled in doctoral programs and 
one studuint will have colijileted her Ph.D and be teaching in the Institute. 

In addition to the long term acauemic training which will be 
pLoVLded, sh)ort terUi tLaZII.1IJ in educational alm.tinistration, financial 
control, library manageient, and the imnageiiknt of coi)uter systems will be 
provided to apjiLoprlate [aculty anu stall of the Graduate Management 
Institute. This training will be specifically tailored to the needs of the 
staff ol. le O;Ii. While some oL LiliS trainii.,j imay be carried out in the U.S., 
much of it will be carrieu out at INCAE or other Latin American institutions 
such as ]lAiand ELSI6. 

1). Coniiodity Procuremient Plan. 

A relatively stimli amount of conmodities will be procured with 
project funds. Preliminary cquipment lists have been prepared. (See Annex 
XV). Aii yrat-J.inanceu coundity procureiment will be carried out by the 
University of houston. Uxon arrival of the [. of 1I. Chief of Party in 
L.uaya(1il, the pr()curc-iCInt list will. be reviewcd with the administrative 
uirector ot the Ul to determine what itew.r.; imay be procured locally (or be 
o)tdincd as uonationLi by the ). All co]I1xlity procurement should be 
initiated within 90 cdays of tLhe arrival of the Chief-of-Party in Guayaquil. 
LA)cal procureiment will be the responsibility ot the (M's acdinistrative 
dtirector assisted, as necessary, by the U. of Houston Chief-of-Party. U.S. 
procurenent will ue done throuyh the University of Houston's procurement 
oft ice following A.I.D. procurelnt regulations. Mjor items which must be 
ii.x)rted include library materials ana computer equipment. The technical 
aovice of-NtAL, which is now in the process o1 building a new library 
collection at its san Jose canvjpus, will be considered in the development of 
te 0Wi's core library. Ais pakrt of the feasibility analysis for the project, 
an l1-1 36 (or similar) with up to 24 networked PCs has been identified as the 
jiost appropriate alternative for the (V1I to meet its computational needs. The 
,.'; Io, :;e ,, iig t 'l (' n[jlu(-Le t [ tiLhe Lcc(,: reLiablel to a eq]luatu, 

ui,-country repair and iiu iteniance. 
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E. EValuation Plan. 

In order to assure that tbe objectives of the project are being
achievea in a timely and cost-eAL.,(-ive way, periodic evaluatiohs will be 
carrio out. Several evaluative mecl-anism will be used. Tihe Consortium and
the Junta birectiva will jointly issue an annual progress report which will be
submuit-t(d to A.I.D. at t~he end on uach year of the project. This report will 
provia i1Itfor1ik-tion on the level .L outputs achieveo by the GC1 in such areas 
as enrollment, nuitiber oE graduates, courses taught, fund etc. Itraising, 

will also discuss aaJustllents or mo10ditications which iMy be made in the

pro3ect and 
will serve as the hasi.; for an annual joint review of the project

by the Junta, the consortium and A.i.D. In addition, outside experts will

also evaluate the project. Un 
 an annual basis, a team of experts selected,
for exampale, by the iuiiricani s-.iseiad.y ol: Collegiate Schools of Business
(1\ACSB), the accrediting iristitutiuln for U.S. business schools, or by the 
tWnsejo L.tinomericano e Lscuel..s deAministracion (CLADKiT), will assess the 
quality anu etlectivwness ot the institute's programsu, the efficiency of the
 
adinistracion, aLnu the overall 
 inancial condition of the Institute. In

addition, there will be two .n-dcepth evaluations, during the third and sixth
 
years ot thu projuct. in order to beg.in to establish baseline data for the
evaluations, tihe (G14/.IPL-will establish Li Lunctioning alumni organization to
 
track graduates throuyhout their coreers. This organization will also
 
facilitate fund raising by allowing the FPt, to target graduates of 
 the GMI. 
both evaluation designs will assess K)W successful the Project has been in 
aadressiny the developitent problem described in this Plroject Paper. The first 
in-ael)ph evaluation will exaine the exent to which the project is achieving
its objectives. It will measure, in addition to the quality of the academic 
program, aspects such as: 

-- the perceived benefits, inclu(ing better jobs and salary increases,

which have accruect to those individuals who have participated in the Master's 
level program and a sample ot the individuals who have participants in the 
executive development program; 

-- the aegree or access to theimster's program by eligible middle and 
lower income individua.s thr.ough scholai-ships and loan programs; 

-- a detailed evaluation of the status of the FPE's fund-raising effort; 

-- an assessment of the progress of the participant training activity; 

-- adequacy ol the physical facilities and equipnient; and, 

-- the proyress toward an efficient, functional. Ecuadorean administration. 

baseci on the tiioings of this evaluation, adjustments will be made in 
the iNleiientation ot the project. The second evaluation will measure the 
same elements as te iiid-term evaluation but as they measure the end of 
project status. This evaluation will be used to determine whether A.I.D. 
might appropriately fund additional, follow-on activities that may be 
necessary to achieve the project purpose. 
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Vil. A. I.L. MUNI'IURING ILAN. 

roject Mnitoring will be the responsibility of USAID's General 
Develop ient uttice. iii order to assure that there is adequate monitoring 
capacity, USAIDL intends to hire an O-func-ed individual, preferably with an 
education baukyrounc, to serve as assistant GIw). This person will assume 
direct iwunitoring responsibility for the project but will be supported by 
represeitatives of the Project Developient UtLice auid the Controller's 
Office. The Assistant GLW will x responsible for assuring that adequate 
coaiiunications with the University ol Houston's Chief of Party and the GMI's 
Lxecutive board are maintained and that inplementation problems are identified 
and resolved in a timely fashion. He will al;o: (1) take the lead in assuring 
tlkit necessary A.1.U. approvals are obtained in a timely fashion, (2) have 
piiiury responsibility for reviewing the Univursity of Houston's annual 
workpllan ancd assuring that it is provided in time to be reviewed as part of 
the anIlual evaluation of this project; and (3) review Contractor's quarterly 
ruXJrtS and prepare the semi-annual project status report. USAID 
representatives, includilg the ission Director, will also take part in annual 
project reviews together with n:. nrs of the (Id's tlxa Executive Board and the 
ueans oL the University ol Houston consortium. 

ViII. CI)NDI'IUNS AND CovJlAI'S. 

The miajor condition to be fufilled prior to ijpleentation of the 
project is the requirement ifor the couiiitnLent of funds by enterprises and 
businessW2n to the FPE for the LI.dowment Fund in the a mount of $1,000,000. 

because of the nature of t:he project, i.e., a cooperative agreement with 
the Ri.ndacion Privada Ecuatoriana under which a direct contract with the 
University ol Houston consortium using the Collaborative Assistance 
Contracting iiKe will be executed, condition. precedent to the disbursement of 

.l.D. funds are not approriate because they would jeopardize the on-going 
work of t1e University ot H1ouston consortium. Nevertheless, there are a 
infuiel of actions to be carried out by te .T'PL which are sufficiently 
iportant enough to incluoe as covenants in the Cooperative Agreement. These 
include: a coiiaibent to carry out a tunaraising campaign to raise an 
auditional $1.5 million ($300,000 each year for the first five years of the
 
project); a commitnent to recruit additional memb>ers of the foundation from 
major Ecuauorean cities other than Guayaquil a.; pledged in the FPE letter to 
AID o1 Lkirch 26, 1986; ii cohilnitlwnt to proviciu a building for the GMI on an 
appropriate site within Guayaquil; a comiitment to create a Board of Trustees 
.or the Uhd; a coiuwniient to structure the endowment fund so that it is 
ocedicate solely to tLhe. *I1 and that its invesUtii.nts may be in dollar 
(U2nomilatL(.l LinanciaL[ inslruiients; a COmnitUwi-nt to lhave an annual audit 
perforwel by an outside auditor for the CZMI; a coiutnent to organize a 
student loan Lund in one or more Euadorean b.nks which will be accessible to 
stuients with imdest resources; a commtitment that acission to the C41I is 
ibased strictly on academic qualifications without discrimination on the basis 
of origin, sex or income level; and a conuitnynt to use its best efforts to 
obtain Lot the (4WL such legjal capacity as is necessary so that the GMI can 
grant recognized degrees. 
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5C(l) - COUNTRY CHISXKLIST 

Listed below are statutory criteria
 
applicable generally to FAA funds, and 
criteria applicable to individual fuid 
sources: Develolpent Assistance and
 
Economic Support Fund. 

A. 	 GENEAL CRIthRIA I-OR COUNTRY 
ELIGIBILITY 

i. 	FAA Sec. 481 (h) (1); FY 1986 It has not been so determined. The
 

Continuing Resolution Sec. G0E has an active narcotics program
 
527. Has it been determined supported by the USG. 
or certified to the Congress 
by the President that the 
Government of the recipient 
country has failed to take 
adequate measures or steps to
 
prevent narcotic and
 
psychotropic drugs or other 
controlled substances (as
 
listed in the schedules in
 
section 202 of the
 
Comprehensive Drug Abuse and
 
Prevention Control Act of
 

1971) which are cultivated,
 
produced or processed
 
illicitly, in whole or in
 
part, in such country or
 
transported through such 
country, fran being sold 
illegally within the
 
jurisdiction of such country
 
to United States Government
 
personne: or their dependents,
 
or from enuering the United
 
States unlawfully?
 

2. FAA Sec. 481 (H) (4). Has the 'Ihe President has not made such a 
President determined that the determination.
 
recipient country has not
 
taken adequate steps to
 
prevent (a) the processing, in
 
whole or in part, in such
 
country of narcotic and
 

4 
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psychotropic drugs or other 
controlled substances,(b) the 
transportation through such 
country of narcotic and 
psychotropic drugs or other 
controlled substances, and 
(c) the use of such country as 

a refuge for illegal drug 
traffickers? 

3. FAA Sec. 620(c). It No such case is known 
assistance is to a government, 
is the goverriuent liable as 
debtor or un.....ditionkal 
guarantor of any debt to a 
U.S. citizen for goods or 
services furnished or ordered 
wlhere (a) sucl citizen has 
exhlausted av.ilable legal 
remedies and (b) the debt is 
not denied or contested by 
such governien t? 

4. FJVl Sec. 620 (e) (i). If No 
assistance is to a government, 
has it (including government 
agencies or s blivisions) 
taken any action which has the 
effect of nationalizing, 
expropriating, or otherwise 
seizing ownership or control 
of prolzxrty of U.S. citizens 
or entities beneficially owned 
by them without taking steps 
to discharge its obligations 
toward such citizens or 

entities? 

5. FAA Sec. 620(a), 620(f), 620D; No 
Fy 1986 Continuini Resolution 
Sec.512. Is recipient country 
a cormiunist country? If so, 
has the President determined 
that assitance to the country 
is iifiortant to the national 
interests of the United 
States? Will assistance be 
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provided to Angola, Carbtodia,
 
Qba, Iraq, Syria, Vietnam,
 
Libya, or South Yemen? Will
 
assistance be provided to
 
Afghanistan without a 
certification?
 

6. 	FAA Sec. 620(j). Has the No
 
country permitted, or failed
 
to take adequate measures to
 
prevent, the damage or
 
destruction by mob action of
 
U.S. property?
 

7. 	FAA Sec. 620(l). Has the Ecuador signed an OPIC Agreement in
 
country failed to enter into November 1984
 
an agreement with OPIC?
 

8. 	[AA Sec. 620 (o); Fishermen's No 
Protective Act of 1967, as 
amended, Sec. 5. (a) Has the 
country seized, or imposed any 
penalty or sanction against,
 
any U.S. fishing activitieL in
 
international waters?
 

(b) If so, has any deduction N/A
 
retuired by the Fishermen's
 
Protective Act been made?
 

9. 	FAA Sec. 620(g); FY 1986 No
 
Continuing Resolution Sec.
 
518. (a)Has the government
 
of the recipient country been
 
in default for more than six 
months on interest or
 
principal of any AID loan to
 
the country?
 

(b) Has the country been in No 

default for more than one year
 
on interest or principal on
 
any U.S. loan under a program
 
for which the appropriation
 
bill (or continuing
 
resolution) appropriates funds?
 

<k
 



10. 	 FAA Sec. 620(s). If
 
contemplated assistance is
 
development loan or from 
IBonomic Support Fund, has the 
Administrator taken into 
account the amount of foreign 
exchange or other resources
 
which the country has spent on 
military equipment? 
(Reference may be made to the 
annual "Taking into 
Consideration" meTo: "Yes, 
taken into account by the 
Administrator at tine of 
approval of /tjency OYB." T]his 
approval by the Administrator 
of the Operational Year Budget 
can be the basis for an 
affirmative answer during the 
fiscal year unless significant 
chdnges in circLurtances 
occur. ) 

ii. AA Sec. 620(t). Has the 
country severed diplomatic
 
relations with the United 
States? 1f so, have they been 
resumed and have new bilateral
 
assistance agreements been
 
negotiated and entered into 
since such resumption? 

12. 	 FAA Sec. 620(u). What is the 
payment status of the 
country's U.N. obligations? 
If the cotuntry is in arrears, 
were such arrearages taken
 
into account by the AID 
Acbninistrator ir, determining 
the 	current AID Operational 
Year Budget? (Reference may
 
be made to the Taking into 
Consideration memo.) 

13. 	 FAA Sec. 620A. Has the 
government of the recipient 
country aided or abetted, by 
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N/A 

No 

Payment status is current 

No
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granting sanctuary from
 
prosecution to, any individual
 
or group which has committed
 
an act of international
 
terror ism?
 

14. 	ISDCA of 1985 Sec. 522(b). Has No 
the Secretary of State 
determined that the country is 
a high terrorist threat 
country after the Secretery of 
Transportation has determined, 
pursuant to section 1115(e) 
(2) of the Federal Aviation
 

Ivct of 1958, that an airport
 
in the country does not
 
maintain and administer
 
effective security measures?
 

15. 	 FAA Sec. 666. Does the No 
country object, on the basis 
of race, religion, national
 
origin or sex, to the presence
 
of any officer or eiployee of
 
the U.S. who is present in
 
such country to carry out
 
economic development programs
 
under the FAA?
 

16. 	FAA Sec. 669, 670. Has the No (to both questions)
 
country, after August 3, 1977,
 
delivered or received nuclear
 
enrichment or reprocessing
 
equipment, materials, or
 
technology, without specified
 
arrangements or safeguards?
 
Has it transferred a nuclear
 
explosive device to a
 
nonnuclear weapon state, or if 
such a state, either received
 
or detonated a nuclear 
explosive device? (FAA Sec.
 

620F permits a special waiver
 
of Sec. 669 for Pakistan.)
 

17. 	FAA Sec 670. If the country No
 
is a non-nuclear weapon state,
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has it, on or after August 8,
 
1985, exported illegally (or
 
attemipted to export illegally)
 
from the United States any

material, equipment, or 
technolxjy which would 
contribute significantly to
 
the ability oE such country to
 
manufacture a nuclear
 
expoLosive device?
 

18 	 ISXX of 1981 Sec. 720. Wd-s Yes (to first question) 
the country represented at the
 
Meeting o1 Ministers of
 
Foreign Affairs and Heads of
 
Delegations of the Non-Ali'jned
 
Countries to the 36th General
 
Asse bly of the U.N. of Sept.
 
25 and 28, 1981, and failed to
 
disassociate itself from the Yes taken into account by the 
comnunique issue(]'? If so, has Administrator at the time of approval 
the President taken it into of Agency OYB (to second question) 
account? (Reference may be 
nade to the Taking ioto 
Consideration me-o.) 

19. 	FY 1986 Continuing Resolution No. Abortion is illegal in Ecuador 
Sec. 541. Are atny of the (to first question) 
funds to be used for the 
performance of abortions as a 
method of family planning or 
to motivate or coerce any 
person to practice abortions? 
Are any of the funds to be No. Involuntary sterilization is 
used to pay for the illegal in Ecuador (to second question) 
performance of involuntary 
sterilization as a method of 
family planning or to coerce 
or provide any financial 
incentive to any person to 
undergo sterilizations? Are No (to third question) 
any of the funds to be used to
 
pay for any biomedical
 
research which relates, in
 
whole or in part, to methods
 
of, or the performance of,
 
abortions or involuntary
 
sterilization as a [Thans of
 
Lkdlily planiing?
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20. FY 1986 Continuing 
Resolution. Is the assistance 
being made available to any 
organization or program which 
as been determined as 

No (to first question) 

supporting or participating in 
the management of a program of 
coercive abortion on 
involuntary sterilization? If 
assistance is from the 
population functional account, 
are any of the funds to be 
made available to family 
planning projects which do not 
offer, either directly or 
through referral to or 
information abount access to, 
a broad range of family 
planning methods and services? 

No. A full range of family planning 
m*ethods and services is available (to 
second question) 

2.L FY 1986 Continuing 
[R.solution. Has the recipient 
country been determined by the 
President to have engaged in a 
consistent pattern of 
opposition to the foreign 
policy of the United States? 

No 

22 ['Y 1986 Continuing Resolution 
Sec. 513. Has the duly 
elected Head of Government of 
the country been deposed by 
military coup or decree? 

No 

B. FUNDING SOUROM CRITERIA IOR 
COUN'RY ELIGIBILITY 

1. Development 
Criteria 

Assistance Country 

FAA Sec. 116. las the 
Departnent of State determined 
that this goverrnent has 
engaged in a consistent 
pattern of gross violations of 
internationally recognized 

'TheDepartment of State has not 
determined that Ecuador is a violator 
of human rights 
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human rights? If so, can it 
be demonstrated that 
contemplated assistance will 
directly benefit the needy? 

2. Economic 
Criteria 

Support Fund Country 

FIA Sec. 502B. Has it been 
determined that the country 
lias engaged in a consistent 
pattern of gross violations of 
internationally recognized 
IUlmkn rights? If so, can the 
country imade such significant 
improvements in its human 
rights record tliat furnishing 
such assistance is in the 
national interest? 

No such determination has been made 

kK
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5C (2) PROJECT CHECKLIST 

A. GENERAL CR[TER.IA 1"QR PRJiEX2T 

I. ,Y 1986 Continuing 1Resolutionl 
Sec. 524; FNA Sec. 634A. 
Describe how authorizing and 
appropriations conuiiittees of 
Senate and liouse have been or 
will be notified concerning 
the project. 

A Congresional 
submitted 

Notification has been 

2. FAA sec. 611(a) (1) . Priorobligation in excess of 
to (a) Detailed financial and 

implementation plans are included in 

$500,000, will there be (a) 
engineering, financial or 
other plans necessary to carry 
out the assistance and (b) a 
reasonably firin estimate of 
the cost to the U.S. of the 

the PP. 
(b) Reasonably firm cost estimates 
are presented in the PP. 

assistance? 

3. i-'A Sec. 611(a) (2). Iffurther legislative action is 
No such action is required 

required within recipient 
country, what is basis for 
reasonable expectation that 
such action will be completed 
in time to permit orderly 
accomplishnent of purpose of 
the assistance? 

4. FAA Sec. 611(b); FY 1986 
Continuing Resolution Sec. 
501. If for water or 
water-related land resource 
construction, has project met 
the princmals, standards, and 
procedures established 
pursuant to the Water 
Resources Planning Act (42 
U.S.C. 1962 et seq.)? (See AID 
Handbook 3 for new 

N/A 

guideliness.) 

5. FAA Sec. 611(e). If project 
is capital assistance (e.g., 
construction), and all U.S. 
assistance for it will exceed 

'The Mission Director's Section 611(e) 
certification is included in the 
Project Paper and tx2 AA/IAC has taken 
into consideratior Ecuador's 



$1 million, has Mission 

Director certified and 

Regional Assistant 
Administrator taken into 
consideration the country's
 
capability effectively to
 
maintain arid utilize the 
project?
 

6. 	 FAA Sec. 209. Is project 
susceptible to execution as 
part of regional or 
multilateral project? If so, 
why is project not so 
executed? Information and 
conclusion whether assistance 
will encourage regional 
development programs. 

7. FiA Sec. 601(a). InLormation 
and conclusions whether 
project will. encourage efforts 
oL the COUntry to: (a) 
increase thLe Llow of 
international trade; (b) 
foster private initiative an(] 
competition; and (c) encourage 
development and use of 
cooxratives, and credit 
unions, and savings and loan 
associations; (d) discourage 
ironopolistic practices; (e) 
iiiprove techn.tcal. efficiency 
of industry, agriculture and 
comimrce; Lind (L) strengthen 
free labor unions. 

8. 	 FAA Sec. 601(b). Information 
and conclusions on how project 
will encourage U.S. private 
trade and invesUtwent abroad 
and encourage private U.S. 
participation in foreign 
assistance programs (including 
use of private trade channels 
and the services of U.S. 
private enterprise). 
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capability to maintain and utilize the
 
project.
 

No, project activities are not
 
appropriate for a regional. project 

By establishing a high quality 
graduate management school, the 
project will encourage the flow of 
international trade and foster private 
initiatives and cooperation. 

The project will finance technical 
services provided by US consultants. 
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9. 	FAA Sec. 612(b), 636(h); FY Host country contribution, including 
1986 Continuing Resolution in-kind support are estimated at 30%
 
Sec. 507. Describe steps of total project costs.
 
taken to assure that, to the 
miaxiinum extent possible, the 
country is contributing local 
currencies to meet the cost of 
contractual and other 
services, and foreign 
currencies owned by the U.S. 
are utilized in lieu of 
dollars. 

10. 	 FAA Sec. 612(d). Does the No 
U.S. own excess foreign 
currency of the country and, 
it so, what arrangements have 
been made for its release? 

11. 	 FAA Sec. 601(e). Will the Yes 
project utilize competitive 
selection procedures for the 
awarding of contracts, except 
where applicable procurerent 
rules allow otherwise? 

12. L.Y 1986 Continuing Resolution N/A 
Section 522. If assistance is 
for the production of any 
coiidity for export, is the 
coimodity likely to be in 
surplus on world markets at 
the time the resulting 
productive capacity becomes 
oprative, and is such 
assistance likely to cause 
substantial injury to U.S. 
producers of the same, similar 
or coqxpeting coilnidity? 

13. FAA 118(c) and (d). Does the 
project coply with the 
environental procedures set 

Yes, an IEE has been carried out for 
this project and a negative 
determination was made. 

forth in AID Rejulation 16? 
Does the project or program No 
take into consideration the 
)robiem of the clestruction of 
tropical torests? 

5'
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14. FAA 121(d). 
project, has 

If a Sahel 
a determination 

N/A 

been made that the host 
government has an adequate 
system for accounting for and 

controlling receipt and 
expenditure of project funds 
(dollars or local currency 

generated Uerefrom) ? 

15 F-Y 1986 Continuing Resolution 
Sec. 533. Is disbursement of 
the assistance conditiones 

N/A 

solely on the basis of the 
policies of any multilateral 
instituion? 

16. ISDCA OF 1985 SEC. 310. For 
develoimpent assistance 
projects, how much of the 
funds will be available only 
for activities of economically 
and soc ially d isadvani taged 
enterprises, historically 
black collages and 
universities, and private and 
voluntary oryanization which 
are controlled by individuals 
who are black ANericans, 
Hispanic Americans, or Native 
Americans, or who are 
economically or socially 
disadvantaged (including 
women) ? 

None 

13. FUNDIN; CflITER1A FXJR PRCOJECT 

1. Development 
Oriteria 

Assistance Project 

a. FAA Sec. 102(b), 111, 113, 
281(a). Extent to which 
activity will (a) 
effectively involve the 
poor in development, by 
extending access to 

The project will help insure wide 
participation of the poor by 
increasing employment opportunities 
and by targeting disadvantaged 
students with scholarships and a 
student loan program 
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economy at local level, 
increasing labor-intensive 
production and the use of 
appropriate technology, 
spreading investment out 
from cities to small towns 
and rural areas, and 
insuring wide 
participation of the poor 
in the benefits of 
development on a sustained 
basis, using the 
appropriate U.S. 
institutions) (b) help 
develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and otherwise 
encourage deiocratic 
private and local 
governmental institutions; 
(c) support the self-help 
eftorts of developing 
countries; (d) promote 
participation of women 

the 
in 

the national economies of 
developing countries and 

the improvement of women's 
status) and (e) utilize 
and encourage regional 
cooperation by developing 
countries? 

b. FAA Sec. 103, 103A, 104, Yes, the project will establish a 

105, 106. Does the 
project fit the criteria 
for the type of funds 
(functional account) being 
used? 

graduate management school and will 
support executive development seminars 
which will improve the quality and 
increase the quantity of trained 

1cuadoreans to manage private 
enterprises. 

c. FAA Sec. 107. Is N/A 
emphasis on use of
 

appropriate technology 
(relatively smaller, 
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cost-saving, labor-using 
technologies that are 
generally most appropriate 
for the small farms, small 
businesses, and small 
incomes of the poor)? 

d. FAA Sec. 110(a). Will Yes 
the recipient country 
provide at least 25% of 
the costs of the program, 
project, or activity with 
respect to which the 
assistance is to be 
furnished (or is the 
latter cost-sharing 
requirement being waived 
for a "relatively least 
developed" country) ? 

e. FAA Sec. 122(b). Does Yes 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
increase of productive 
capa' .ties and 
self-sustaining economic 
growth? 

f. FAA Sec. 128(b). If the Yes 
activity attenpts to 
increse the institutional 
capabilities of private 
organizations or the 
governent of the country, 
or if it attempts to 
stimulate scientific and 
technologial research, has 
it been desiyned and will 
it be monitored to ensure 
that the ultimate 
beneficiaries are the poor 
majority? 
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g. FAA sec. 28l(b). Describe 
extent to which progran 

Manage nt training is a high priority 
of the people of,Ecuador. The program 

recognizes the particular 
needs, desires, anci 

is designed to estaolish a school 
where ecuacorean managerial practices 

capacities of the people will be incorporated into the 
of the country; utilizes curriculum. 
the country's intelectual 
resources to encourage 
institutional development; 
and supports civil 
education and training in 
skills required for 
effective participation in 
goveruiental processes 
essential to 
self-governent. 

2. Developent Assistance Project 
Criteria (Loans (Wly) 

a. FAA Sec. 122(b). Information N/A 
and conclusion on cap;acity of 
the country to repay the loan, 
at a reasonable rate of 
interest. 

b. FAA Sec. 620 (d). If N/A 
assistance is for any 
productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by the recipient 
country to prevent export to 
the U.S. of more than 20% of 
the enterprise's annual 
production during the life of 
the loan? 

3. Economiiic Support Fund Project 
Criteria 

a. FAA Sec. 531(a). Will this N/A 
assistance proiite economic or 

political stability? To the 
maximiun extent feasible, is 
this assitance consistent with 
the policy directiOn, 
purposes, and programs of part 
I of the FAA? 
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b. FAA Sec. 531(c). Will N/A 
assistance under this chapter 
be used for military, or 
paramilitary activities? 

c. ISDCA of 1985 Sec. 207 Will N/A 
ESF funds be used to finance 
the contruction of, or the 
operation or maintenance of, 
or the suppliying of fuel for, 
a nuclear facility? If so, 
has the President certified 
that such country is a party 
to the TLtety on the 
Non-Proliferation ot Nuclear 
Weapons of the reaty for the 
Prohibition ot the Nuclear 
Weapons in Latin America (thfe 
"Treaty of Tlatelolco"), 
cooperates fully with the 
iAPA, ad v.urs;ues 
nonproliferation policies 
consistent with those of the 
United States? 

d. FAA Sec. 609. If N/A 
coninodities are to be yranted 
so that sale proceeds will 
accrue to the recipient 
country, have Special Account 
(counterpart) arrangements 
been made? 
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CERTIFICATION PURSUANT TO SECTION 611(e) OF THE
 
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, Gerald Wein, Acting Director of the Agency for International
 
Development in Ecuador, having taken into consideration among other
 
factors, the maintenance and utilization of projects in Ecuador
 
previously financed or assisted by the United States, do hereby
 
certify that in my judgement Ecuador has the technical capability
 
and the physical, financial, and human resources to utilize and
 
maintain effectively the proposed grant of Ten Million United States
 
dollars (US$10'000,000.00) from the Government of the United States
 
of America to the Fundaci6n Privada Ecuatoriana for the Graduate
 
Management School Program.
 

Gerald R. Wein
 

Acting Director, USAID/Ecuador
 

July 28, 1986
 

http:US$10'000,000.00
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TABLE 1
 

Summary 	Financial Plan
 
($ooos)
 

A.I.D. Grant Counterpart Total
 

Technical
 

Assistance 6,130 6,130
 

Training 	 408 -- 408 

Operating
 
Costs 2,111 1,373 3,484
 

Physical
 
Plant 600 400 1,000
 

241
Ev Luation 241 --


Endowment
 
Fund -- 2,500 2,500
 

Contingencies 510 -- 510
 

TOTAL 10,000 4,273 14,273
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TABLE 2 

Schedule of Disbursements 
(US$000s) 

Sources 1986 1987 1988 1989 1990 1991 TOTAL 

A.I.D. Grant 

Counterpart 

TUTAL 

1,250 

825 

2,075 

1,800 

544 

2,344 

1,900 

634 

2,534 

2,100 

683 

2,783 

1,750 

752 

2,502 

1,200 

835 

2,035 

10,000 

4F 2 7 3 

14,273 
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TABLE 3
 

Procurement Plan
 
A.I.D. Funds
 

(US$000s)
 

items 


Library Acquisitions 


Computer System 


Simultaneous Translation
 
Equipment 


Cla room Equipment 


Furniture 


Construction Costs 


Rental of temporary facility 


'.1 TAL 


Grant
 

80,000
 

165,000
 

25,000
 

72,000
 

93,000
 

100,000
 

65,000
 

$600,000
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TABLE 4 

Counterpart Contribution(usS000s) 

TOTAL 

Items 

Vevenue from GMI courses 

In-kind contribution 

Endowment funds 

Amount 

1,373 

400 

2,500 
$4,273 
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TABLE 5 

Methods of Implementation 
and Financing 

Method of Approximate 
Method of Implementation Financing Amount 

A.I.D. Direct Cooperative Agreement Direct Payment 
OP. Expenses 1,343 

A.I.D. Direct Conttact Direct Payment 
TA. Direct Payment 6,130 
Training Direct Payment 408 
Commodities Direct Payment 600 
O.P. Expenses Direct Payment 768 
Project Evaluations Direct Payment 241 
Contingencies Direct Payment 510 

(3316G) 
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Executive Summary 

This study of the economic feasibility of the Ecuadorean
 

Graduate Management Program concludes that the project would
 

provide substantial return on investment to both the
 

individual student and Ecuadorean society as whole.a 

Building on the work of Dr. William Renforth in the 

prefeasibility study completed in 1982 this paper reviews and
 

updates the literature on education and economic development.
 

Although this literature is not Ecador specific, and does 

not deal with business education per se, it concludes that
 

investment in education provides returns to development that
 

are equal to or exceed the returns from alternative projects.
 

Futhermore, these studies refute the fear that educational
 

expansion will lead to a problem of unemployed graduates.
 

This paper also provides a cost benefit analysis of the 

proposed project in Ecuador. The primary conclusion on costs 

and benefits to the student is that the program would yield a 

return on investment to the individual student in excess of 

fifty percent. Even using extremely conservative 

assumptions, the estimated rate of return is nearly twelve 

percent. The social cost benefit analysis based on very 

cautious assumptions yielded a r(turn rate of twenty percent, 

which considerably exceeds the World Bank standard of twelve 

e r'lnt. FU rtherinore such t:a,,ctor:; ..-; tiUr(loting th pj.rogram 
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to those sections of the Ecuadorean economy that have
 

potentially the highest 
return should increase the social
 

returns of the project.
 

In terms of foreign exchange savings, this analysis 

concludes that the savings will. probably not be substantial. 

This is due to the fact that the declining value of the sucre 

has lead to a decrease in the number of Ecuadoreans studying, 

reversing a trend that was 
identified in the 1982
 

prefeasibility study. The study also concludes that funding 

of this project would be preferable to direct assistance to 

existing programs and would itself benefit those program.;. 

It also concludes that the project will pay dividends long 

after AID investment in the project comes to end.an 

2
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INTRODUCTION
 

The prefeasibility study completed in 1982 examined the
 

economic justification for investment in graduate level
 

management training in developing countries. This report
 

brings that study up to date and, as far as possible, makes
 

it "Ecuador specific." Following the outline of the earlier
 

study, this report will consider in order:
 

I. Macro-economic Relationships Between Education and
 

Economic Growth
 

II. The Role of Management Eductition in Economic Development
 

III. A Cost-benefit Analysis of the Proposed Project
 

IV. Foreign Exchange Savings Lrom Substitution of Local for
 

Foreign Purchases of Educational Services.
 

V. Alternatives to the Proposed Project
 

3
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I. Macro-economic Relationships Between Education and
 

Economic Growth
 

Since Gary Becker's book flumaI Capital (1964) much
 

literature has appeared examining investment in people. 
The
 

same conceptual tools used to 
investigate investment in
 

physical capital have been applied to investment in human 

capital. Education has been viewed as 
a primary mechanism
 

for increasing the capital embodied in human beings.
 

Traditionally, economists had focused on savings and
 

investment in physical capital as 
the mainspring of economic
 

development. Harbison and Myes (1964) 
found a correlation
 

between high rates of economic growth and high rates 
of
 

expenditure on 
education. 
During the past two decades a
 

number of articles and books have been published reporting
 

the results of attempts to quantify the costs and benefits of
 

education in developing countries. 
 Irvin Sobel's 1978
 

article, "The Human Capital Revolution in Economic
 

Development, 
" and George Psacharopoulos's 1980 World Bank 

document, Highe r Education in Developi.g Countries: A Cost-

Benefit Analysis, have reviewed much of this literature. 

William Renforth used these and many other sources in his
 

1982 prefeasibility study of 
the Ecuador project. Renforth
 

concluded that education is 
a necessary, but not sufficient,
 

condition for economic development, contributing not only to
 

4
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the efficiency aspects of development but also facilitating 

change in prevailing sociopolitical conditions. 

Since Renforth's prefeasibility study was completed, 

three significant new articles have appeared. Psacharopoulos
 

(1982) looks specifically at the value of higher education
 

in developing countries using, along with World Bank and
 

other sources the wealth of data collected and analyzed by
 

Bikas Sanyal and his co-worker.; at the International
 

Institute for Educational Planning. That institute has
 

conducted a number of in-depth studies in developing
 

countries, but unfortunately, not in Ecuador. Psacharopoulos 

concludes that returns to higher education in nine of eleven 

developing countries were greater than returns to irrigation,
 

hydroelectric, and highway projects (the average being 14.9
 

percent compared with 12.8 percent, respectively). He also
 

examined the differential returns to specific subjects within
 

higher education, concluding from the data on twelve
 

developing countries that (p. 156):
 

In most cases, the returns to different
 
subjects are of the same (if not higher) order of
 
magnitude as the returns to alternative projects.

Second, it is sometimes the case that general

subjects such as humanities and economics are
 
financially more profitable than technical subjects

like engineering and agriculture. This is because
 
the higher cost of the lattet: subjects outweighs 
their apparent higher benefits.
 

Unfortunately, Psacharopoulos'L,; subject categories did
 

5
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not include business management. His results, however,
 

demonstrate the 
importance of considering both costs and
 

benefits in evaluating project proposals.
 

Psacharopoulos (Fall 1985) has just published another
 

article entitled "Returns to Education: A Further
 

International Update and Implications". In this latest piece
 

Psacharopoulos used data and research findings from over
 

sixty countries, but not from Ecuador. 
He says: "The new
 

cross-country evidence confirms and reinforces earlier
 

patterns, namely the 
returns are highest in primary
 

education, the general curricula, the education of women and
 

in the lowest per capita income countries."
 

His latest results indicate underinvestment in all
 

levels of education in developing countries. In both the
 

1960s and the 1970s returns to human capital exceeded returns
 

to physical capital in developing countries whereas the
 

reverse was true in advanced countries. (Psacharopoulos,
 

1985, p. 14). 
 He finds that primary schooling remains the
 

"number one priority for investment," but on the secondary
 

and university levels he again finds that the extra costs of
 

vocational and technical education reduce its attractiveness
 

relative to the general curricula. His data on returns to
 

investment in selected university faculties did not include
 

business management, but he finds the highest average rate of
 

return in economics.
 

6
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Psacharopoulos draws other conclusions of some relevance
 

to this project. He finds relative stability over time,
 

which he explains by the fact that the demand for educated
 

manpower has kept pace with the supply. He says the fears
 

that further educational expansion will lead to unemployed
 

graduates are unfounded. This latest paper draws two
 

important methodological conclusions. One is that earlier
 

studies using incremental earnings to measure social benefits
 

of education have severely underestimated the true social
 

profitability of education because civil service payscales
 

have a flattening effect on incremental earnings. He
 

considers the private sector earnings data to be a better
 

measure. The limited information available on Ecuador bears
 

out this finding. Public service payscales in Ecuador allow
 

much less differential for education beyond a first
 

university degree than that indicated by interviews with
 

managers with MBAs working in the private sector.
 

Psacharopoulos concludes his most recent paper with a
 

reference to a 1984 article by Haveman and Wolfe, which deals
 

with externalities not captured by market data. He concluded
 

that considering such externalities would strengthen his own
 

conclusions. Hlaveman and Wolfe (1984) criticize the
 

traditional approach of estimating the benefits of additional
 

schooling with estimates of earnings differences resulting
 

Crom additional education. rhey say (p. 379) that the
 

7.
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standard rate of return estimates yield biased results and
 

that: "A full accounting must consider all of schooling's
 

effects, positive and negative, and not simply those recorded
 

in a single market." After surveying the literature that
 

provides some information on some twenty types of effects of
 

education other than on earnings, they estimated dollar
 

values. Their estimate (p. 401) "suggests that the annual
 

value of incremental schooling reported in standard human
 

capital estimates may capture only about one-half of the
 

total value of an additional year of schooling." Haveman and
 

Wolfe were dealing with education generally, considering
 

specifically neither developing countries nor management
 

programs. Their contribution to research methods in this
 

field may be extremely significant by focusing attention on a
 

broader range of benefits and costs of educational projects.
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ii. The Role of Management Education in Development
 

As the preteasibility study poLnted aout, number of 

writers and organizations have stressed the significance of
 

management in economic development. The General Conference
 

of UNESCO (1978) saw a need to integrate management education
 

into all development efforts in order to train individuals to
 

manage technology, capital, services, and administration in
 

every sector of the economy. 
The World Bank's 1980 Education
 

Sector Policy_Paper stressed the role of management education
 

in facilitating change in prevailing sociopolitical
 

conditions by providing the leadership to make both private
 

and public organizations more adaptive to environmental
 

pressures and more responsive to social needs. 
H. Myint
 

(1967) and R. L. Tandon (1968) stressed the necessity of
 

managerial capacity to avoid bottlenecks to economic growth.
 

Stifel, Black and Coleman (1977), in a Rockefeller Foundation
 

survey found a "management crisis" in less developed
 

countries and concluded that more conventionally educated
 

personnel would not solve the problem. 
What is needed is
 

innovations in the education of managers.
 

9
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III. A Cost-Benefit Analysis olf the P1roposed Project 

The prefeasibility study carefully reviewed the cost­

benefit literature on economics and business management
 

programs. 
That review will not be repeated here. Instead an
 

analysis is presented of the costs and benefits of the
 

proposed project in Ecuador. 
The only cost-benefit analysis
 

of a specific graduate management program reported in the
 

literature is the 1973 study by Hill, Haynes, and Baumgartel
 

of the Indian Institute of Management at Ahmedabad. The
 

methods used therein will be the model for the following
 

analysis, with some modifications made necessary by
 

limitations 
in the data available. The Ahmedabad project was
 

begun in 1962/63 and began 
to graduate students in the
 

1965/66 academic year. 
Thus much actual data was available
 

in 1972 on 
costs and earnings of graduates. In spite of that
 

fact much of the data needed for a cost-benefit analysis had
 

to be estimated by the authors. 
 They presented their results
 

as illustrative of their method rather than as 
a definitive
 

evaluation of that Ford Foundation-Harvard University
 

assisted project.
 

With a proposed project such 
as the one in Ecuador all
 

of 
the data must be estimated on the basis of very
 

fragmentary past data on 
related variables and forecasts of
 

future events. Following the pattern of Hill, 
the results of
 

calculations made with alternative estimates and assumptions 

10
 



ANNEX III
 
Page 13 of 43
 

about the numbers are presented. This analysis considers two
 

crucial areas:
 

1. Private Costs and Benefits to the Student
 

2. Social Cost Benefit Analysis
 

1. Private Costs and Benefits to the Student
 

Each student makes an investment in his graduate
 

management education from which he expects an adequate
 

return. Return on investment can be calculated with the
 

standard formula:
 

w 
V = (R-1Cj 

n=l (l+i)n
 

where V = present value
 

R = extra earnings attributable to the program
 

C = the student's costs attributable to the program
 

i = rate of return or discount rate
 

n = the time period in which returns and costs occur
 

w = number of time periods in a working life
 

With this model we must estimate R and C for each time
 

period from the student's entrance into the program until he
 

ceases to work at retirement. Having estimated that stream
 

of future net benefits (R-C) we can either select an
 

appropriate discount rate (i) and calculate the discounted
 

present value (V) of the activity, or we can set V equal to
 

zero and calculate the rate of return (.). We will do both,
 

II
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using a number of alternative assumptions and estimates of
 

the variables.
 

From interviews 
in Ecuador with a number of managers and
 

educators it 
is possible to estimate the earnings after a
 

first degree of the 
sort of person most likely to be
 

attracted to 
and accepted by the proposed graduate management
 

program. We can 
also estimate on the basis of those
 

interviews the beginning and future earnings of such a person
 

after graduating from the program. 
The difference between
 

the 
two salary levels is treated as R, the return
 

attributable to the program. 
Our estimate of the student's
 

earnings without the program enters into the calculation also
 

as a measure of the 
cost of not working during the fifteen
 

month period in which he is 
a full-time student. 
In
 

addition, we must estimate the amount of tuition and fees.
 

We ignore living costs on the assumption that they are likely
 

to be the same whether or not the person is 
a student.
 

In all of these calculations, we have assumed that
 

inflation and exchange rate 
fluctuations affect costs and
 

benefits equally and can be neglected. The numbers are based
 

on estimates made in October, 1985. 
 We will present first
 

the results of calculations based on 
our best estimates, and
 

then show the effects of modifying the various assumptions.
 

The reader should keep in mind that 
no hard data are
 

available on 
what will happen in the future. Therefore, we
 

12
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are presenting a sensitivity analysis that gives insight into
 

the consequences of errors of various sorts in the estimates.
 

Our best estimate of the earnings of a prospective student
 

who already has a first degree and two or three years
 

experience is 50,000 sucres per month. Since earnings accrue
 

at the end of the month, we have foregone earnings of two
 

months in the first quarter or 100000 sucres, foregone
 

earnings of 150000 sucres in quarters 2 3, 4, & 5, and also
 

50000 sucres in quarter number 6 during which he is working
 

for one month before being paid. Assuming 350000 sucres
 

tuition and fees paid at the beginning of quarter number one,
 

the cost stream in thousands of sucres is as follows:
 

Quarter 1 2 3 4 5 6 7 8 .... 125
 

Costs -450 -150 -150 -150 -150 -50 0 0 0
 

Our best estimate of the earnings of the student after
 

completion of the program is 80000 sucres per month, moving
 

up within two years to 130000 sucres per month. Multiplying
 

monthly earnings by 3 and subtracting what could have been
 

earned without the program we get R equal to 90000 in quarter
 

6, growing to 240000 in qu~arter 14. The monetary value of
 

the program to the student as measured by these extra
 

earnings begins in the sixth quarter and continues for an
 

assumed 30 year working lifespan. The stream of costs,
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benefits, and net benefits (R 
- C) appears as follows: 

Quarter 
Extra Earnings 
Costs 
Net Benefits 

1 
0 

-450 
-450 

2 
0 

-150 
-150 

3 
0 

-150 
-150 

4 
0 

-150 
-150 

5 
0 

-150 
-150 

6 
90 
040 
40 

7 
110 
0 

110 

8 
130 
0 

130 

Quarter 
Extra Earnings 

9 
150 

10 
170 

11 
190 

12 
210 

13 
225 

14 
240 

15.,.125 
240 240 

Costs 0 0 0 .0 0 0 0 0 
Net Benefits 150 170 190 210 225 240 240 240 

Setting this stream of net benefits equal to zero and
 

solving for i, the internal rate of return, we get an annual
 

rate of 54.67 percent.
 

Now let us consider some alternative assumptions. 

Suppose that w, the working lifespan is not 30 years but only 

10 years (that is 40 quarters beyond graduation). The rate 

of return is 53.97 percent. Benefits far in the future have 

very little effect on the calculation. If the graduate is 

able to earn the estimated extra earnings for only five years
 

(that is, through quarter 25), his rate of return on his
 

investment is 47.03 percent. At quarter 17, just three years
 
after completion of the program his earnings would have 

amounted to a 30.7 percent rate of return. 

14
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If we assume a value for i, we can solve for the
 

discounted present value of the net benefit stream. 
An
 

approp, iate value for this discount rate is the cost of
 

borrowing the money needed to pay the costs inpurred before
 

the returns come in. Or, alternatively, we could use the
 

opportunity cost foregone by not 
investing in some other
 

project such as 
an MBA from abroad. In October, 1985, the
 

Banco del Pacifico was actually lending money at a rate below
 

the inflation rate, so that the real rate of interest was
 

negative. Credit was being rationed, however, and a
 

particular student might not be able to borrow as much as he
 

needs to cover foregone earnings and tuition for the 15-month
 

period. If he did so, however, at a 10 percent real rate,
 

the value of the program to him would be 6,674,000 sucres.
 

At 5 percent, the present value would be 12,479,000 sucres,
 

and at 20 percent it would be 2,609,000 sucres, assuming the
 

returns continue for thirty years. 
 If we assuming a working
 

lifespan of only 10 years, then the present value is
 

3,838,000 sucres at 10 percent, 5,441,000 sucres at 5
 

percent, and 1,965,000 sucres at a 20 percent discount rate.
 

In order to show the sensitivity of the rate of return
 

to errors in these estimates of costs and extra earnings we
 

have recalculated using both tuition and foregone earnings
 

costs that are 20 percent higher along with extra earnings
 

after graduation that are 20 percent lower. With these new
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assumptions and a 30-year working lifespan, the rate of
 

return drops to 40.25 percent from 54.67 perc5 .,. With 10
 

years of extra earning, the rate of return is 38.82 instead
 

of 53.97 percent. With only five years of extra earnings the
 

rate is 29.73 instead of 47.03 percent, and with only three
 

years, the rate is 11.96 instead of 30.7 percent.
 

To test the sensitivity of the student's rate of return
 

to the cost of tuition and fees, we have used the original
 

earnings assumptions but doubled tuition and fees from 350000
 

sucres to 700000 sucres. The result shows a rate of return
 

of 43.32 percent for a 30-year working lifespan compared with
 

54.67 percent. For a 10-year span the return drops from
 

53.97 to 42.12 percent. For a five-year span it drops from
 

47.03 to 33.78 percent, and for three years, from 30.7 to
 

16.90 percent.
 

This private cost-benefit analysis indicates that
 

entering and completing the proposed management training
 

program would be a very good investment for the individual
 

student. To avoid overstating the case, however, we have
 

also done the calculation using the most pessimistic
 

estimates of returns. Based on estimates from Quito on the
 

earnings of potential students without the MBA and their
 

extra earnings with graduate management training we get
 

considerably lower, but still quite high rates of return.
 

Rolf Stern, Coordinator of the Instituto de Postgrado
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Programa de Gerencia Empresarial of the Escuela Politecnica
 

Nacional estimated that a person with a first degree and some
 

experience earns 
about 32500 sucres per month (compared with
 

the Guayaquil-based best estimate of 50000). 
 He estimated
 

that a newly graduated MBA 
earns no more than an experienced
 

one-degree person, but that with experience the MBA would
 

earn about 52000 sucres per month (compared with the 130000
 

estimate used above). 
 Using these much more pessimestic
 

estimates of earnings, and earnings differentials, we still
 

get a rate of return of 17.32 percent over a 30-year working
 

lifespan and 11.95 percent for a 10-year span.
 

It seems clear that the proposed program would be a very
 

good investment for the student even under most pessimestic
 

assumptions about the extra earnings resulting from it. 
 One
 

should keep in mind, of course, that the prospective student
 

runs some risk in making a decision to leave his job and
 

become a full-time student for 15 months. 
 If he fails to
 

complete the program, he may be worse off than if he had not
 

entered. It is therefore important to screen applicants
 

adequately in order to avoid taking in students who are
 

unlikely to be able to graduate.
 

We should also recognize that such calculations of the
 

monetary value of the program may underestimate the benefits
 

to the student. Management education, like all education, is
 

a consumer good in and of itself as well 
as an investment in
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human capital. The program car. be expected to enhance the
 

life of the graduate in his role as a family member and
 

citizen as well as his role as an employee. No attempt is
 

made to quantify these intangible benefits. I
 

The benefits a student receives could be obtained by
 

going abroad for an MBA degree. In order to do so, however,
 

he must incur considerably greater-costs. The fact that some
 

Ecuadoreans do incur such costs is itself an indication that
 

they consider the return on such investment to be adequate.
 

We have made a calculation of the rate of return on an
 

American MBA using the same best estimate benefit stream used
 

above but substituting the costs of going to Indiana
 

University for the degree. Costs vary considerably from
 

school to school, with such private schools as Harvard,
 

Wharton, and Stanford costing much more and some other state
 

universities perhaps costing less. The program at Indiana
 

requires two academic years. My calculation assumes that the
 

student arrives just in time for the Fall semester and leaves
 

just after the end of the Spring semester the followijig year.
 

The cost stream is thus spread over seven quarters and
 

includes tuition, fees and supplies, room and board, and
 

personal expenses as estimated in the Indiana University MBA
 

program brochure although we have used only three-fourths of
 

the living expenses on the assumption that something but not
 

as much, would be spent whether or not the program were
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undertaken. 
 For a single student the rate of return is only
 

17.96 percent. 
The return to a student attending INCAE,
 

ESAN, 
or ISEA, would be somewhere in between that from the
 

U.S. and Ecuador, because the costs 
are likely, to fall
 

between those extremes. The proposed program is thus a much
 

better investment for the student, even with double the
 

tuition proposed, than going abroad, assuming that the U.S.
 

program and the proposed Ecuadorean program yield the same
 

differential earnings stream. 
A successful Ecuadorean
 

program, by being more Ecuador specific, might yield higher
 

returns, or it might fail to come up to U.S. standards. The
 

proposed program curriculum will be targeted to 
agroindustry,
 

nontraditional exports, and small business, and, therefore,
 

may turn out graduates more highly valued than those of U.S.
 

programs. 
On the other hand, until the graduates of the new
 

program demonstrate their value to employers, the U.S.A. MBA
 

may command a "prestige" premium.
 

2. Social Cost-Benefit Analysis
 

The value of the proposed management program to
 

Ecuadorean society can be examined with the same theoretical
 

model used above. 
 We must include, however, the full 
costs
 

of the program which will 
not be fully covered by student
 

tuition. The extra earnings each student earns because of
 

the programs can be aggregated as one indicator of the
 

benefits to society. 
 In a perfectly competitive ideal market
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economy with perfect information and no uncertainty, economic
 

theory teaches that each worker is paid the value to the
 

employer of the marginal worker. The employer reaps the
 

consumer's surplus that results from the downward sloping
 

demand curve for managers as Hill, Haynes and Baumgartel
 

point out (pp. 146-149). Even without imperfections in the
 

market systems that Haveman and Wolfe rely on, we can expect
 

the social returns to be graater than the sum of the private
 

returns of all the graduates. The social costs are likewise
 

greater but these can be captured much better in a cost­

benefit analysis.
 

We have used the cost estimates of the financial plan,
 

the sum of the private returns to the graduates, plus an
 

estimate of the value to society of executive programs to
 

calculate a lower limit for the social rate of return of the
 

proposed project. If the assumptions hold, we can have
 

confidence that these estimates underestimate the benefits to
 

society.
 

Several alternative assumptions are made about the
 

number of students graduating, the private return per
 

student, the start up time between the incurring of initial
 

costs and the graduation of the first class, and the value of
 

executive programs. Table 1 shows the social rate of return
 

for several sets of assumptions, all of which are calculated
 

to include costs and benefits from the initial expenditure
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through thirty years. A few years either way in this time
 

horizon have a negligible effect on the rate of return.
 

Assumption Set number one yields a 20.20 percent rate of
 

return. This set 
is the best estimate. It is bqsed on the
 

individual student extra earnings stream used above as the
 

best estimate. 
We are also assuming that the first class
 

completes the program in the eighth quarter after costs are
 

first incurred and begins to earn in the ninth quarter. 
The
 

first graduating class contains 35 students and the number
 

rises the second year to forty, then to L50, 
 60, 70, 80, 85,
 

and 90, where it levels off indefinitely. The financial plan
 

shows costs rising in real terms by five percent per year
 

from 1991 through 1996. 
 We assume that costs continue to
 

rise, but at a two percent real 
rate to the end of the thirty
 

year period. The value of executive programs to society is
 

very difficult to measure. 
The quantity of such programs and
 

the revenues expected are estimated in the financial plan,
 

but to be conservative, the social cost-benefit analysis
 

assumes the social value of these programs to be only 75
 

percent of the numbers assumed in the financial plan with no
 

growth after 1996. 
 With these rather cautious assumptions we
 

still get a social rate of return of 20.2 percent for the
 

proposed program.
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This 20.2 percent interval rate of return compares
 

favorably with the 19.5 percent rate for the Quimiag-Penipe
 

IRD project and 23.1 percent for the Salcedo IRD project.
 

(Table 111.4, page 5, Annex 1A, A.I.D. Project Analysis).
 

This 20.2 percent rate of return is sufficiently larger than
 

the World Bank's 12 percent rule of thumb that we can
 

conclude that any small differences between Ecuador and other
 

developing countries with respect to the appropriate social
 

discount rate can be safely neglected.
 

Our sensitivity analysis is summarized in Table 1.
 

Assumption Set 2 shows the effect of raising all costs by 10
 

percent for the whole thirty-year period while simultaneously
 

reducing all benefits by 10 percent. The rate of return
 

drops from 20.20 to 17.72 percent. In Set 3 we lower the
 

estimated value of executive programs an additional amount by
 

changing the base from 75 to 50 percent of the financial plan
 

estimate and get a rate of return of 17.50 instead of 17.72
 

percent. The sensitivity of the rate of return to the change
 

in assumption about the value of the executive programs is so
 

small that all other calculations were made with this more
 

conservative assumption.
 

A primary element in this analysis is the estimate of
 

earnings ditferentials for individual graduates. Assumption
 

Set 4 keeps the very conservative 50 percent assumption about
 

executive programs and substitutes for our best estimate ot
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earnings the estimates obtained from Rolf Stern in Quito that
 

we also used above in the private cost-benefit analysis.
 

With these very conservative earnings assumptions the rate of
 

return remains positive, but drops from 17.50 to 4'.35
 

percent. To get the "worst case" we go further in Set 5 and
 

assume that the number of graduates levels off at 75 instead
 

of 90, giving a rate of return of only 3.64 percent. The
 

effect of leveling off the graduating class at 75 is also
 

shown by comparing Set 6 with Set 7. Using the original best
 

estimate of earnings but the 50 percent assumption about
 

executive programs we get a rate of return of 19.94 percent
 

with the graduating class size leveling off at 90, and 19.14
 

percent with it leveling off at 75. This small difference
 

can be attributed to the fact that the increased class size
 

affects the aggregate earnings streamn far in the future.
 

Increased initial class size would undoubtedly have a greater
 

effect.
 

We have assumed throughout that the likelihood of
 

"reverse brain drain" is slight -- that is, that all
 

graduates remain in Ecuador. Assumption set 7 can also be
 

interpreted as a test of the effect of the loss to other
 

countries of some graduates, leaving the number remaining in
 

Ecuador leveling out at 75 even though 90 are graduated.
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That much brain drain would be negligible so'long as it
 

If a large portion of the early
occurs in the later years. 


were to leave Ecuador
graduates (during the first six years) 


then the return could be significantly less than the 19.14
 

percent, but that seems very unlikely. The demand for MBA's
 

now exceeds supply and the early graduates
in Ecuador right 


won't need to go abroad to find employment. If a "brain
 

drain" should occur in later years, the effect can be seen to
 

be very small by comparing Assumption set 7 with set 6.
 

Assumption Sets 8, 9, & 10 vary the start-up time for
 

the program. Again comparing with Set 6, we can see that
 

(Set 8) would
graduating the first class two quarters sooner 


to 21.20 percent--a
raise the rate of return from 19.94 


significant improvement. On the other hand a delay of one
 

year (Set 9) drops it from 19.94 to 17.81 percent and a two
 

year delay drops the rate of return to 16.03 percent.
 

occur it is very
Therefore, once program costs begin to 


quickly as possible to graduate the
important to proceed as 


first class.
 

After the foregoing calculations were made, the
 

financial plan was revised downward. Assumption Set eleven
 

was calculated to test the effect of a ten percent reduction
 

in all of the costs of the program. Except for the cost
 

same as Assumption Set
reductions, the assumptions are the 


six. Instead of 19.94 percent, the rate of return for a
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thirty year time horizon is 21.22 percent. ,Figure 2 above
 

shows the sensitivity of this rate of return to shortening of
 

the time span over which the program is assumed to yield
 

benefits. Table 2 shows the raw data used in'this particular
 

calculation. The cost data are from the original (October
 

1985) financial plan reduced by ten percent and converted
 

into sucres. To make the cost and benefit data comparable,
 

the dollar cost estimates were converted at 100 sucres to the
 

dollar, whi.ch was the approximate exchange rate at the time
 

for which the earnings estimates were made. Costs for the
 

first five years are budget estimates. They are assumed to
 

rise by five percent a year in years six through ten and two
 

percent a year thereafter in real terms. The whole analysis
 

implicity assumes that inflation affects costs and benefits
 

equally.
 

The sensitivity analysis is more significant than the
 

absolute value of the rates of return. The Haveman and Wolfe
 

conclusion that differential earnings from extra education
 

greatly underestimate the true social value is probably even
 

more true for a graduate management program in Ecuador. If
 

the program is established and succeeds as planned, we can
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expect a number of additional economic benefits to Ecuador
 

not captured in the monetary values used in the calculations.
 

Returns were limited to the value of executive programs and
 

the differential in earnings attributable to the MBA program.
 

Clearly the contribution of each student in the fifteen month
 

program to society can be expected to be greater than the
 

benefits to him personally. Likewise the short programs for
 

executives are very likely to benefit both their firms and
 

the overall economy by mnre than the fees charged for them.
 

For both prcgrams part of the uncaptured benefits accrue as
 

consumer's surplus to employers and show up in the value of
 

economic output of the firms. Additionally, however, we can
 

expect an effect on the rate of economic development
 

generally. The fact that the proposed program will be
 

targeted to those sectors of the Ecuadorean economy that have
 

potentially the highest returns, such as agroindustry,
 

nontraditional exports, and small business, should increase
 

the social returns from the project.
 

Alvaro Guerrero, of the Banco del Pacifico, has pointed
 

out that banks cannot open new branches as fast as they would
 

like in the smaller cities and towns because of the critical
 

shortage of branch managers. Juan Carlos Salame, who heads a
 

large retail and wholesale trading company is unable to
 

delegate as much as he would like to qualified middle
 

managers and thus cannot undertake new lines of activity.
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Ricardo Davila has pointed out a need for new enterprises to
 

process agricultural products so that more value added can be
 

contained in Ecuadorean exports. Eighty percent of the
 

coffee and cocoa is exported unprocessed, for example, but
 

Ecuador lacks entrepreneurial skills to find and penetrate
 

world markets for agriculturally based manufactured goods.
 

We can expect a "multiplier effect" from the graduates
 

of the program. Much can be taught by on the job training of
 

the many managers who will graduate from the program. They
 

will influence the performance of others not only by the
 

example they set, but also by the work standards they will
 

expect of subordinates.
 

The Institute itself will affect the economy in several
 

ways. It can become an intellectual center for managerial
 

leadership through informal relations between its faculty and
 

the business community. Indeed it can stimulate fruitful
 

The research
intellectual interchange among managers. 


activities of a full-time faculty will both profit from and
 

contribute to such intellectual interchange with substantial
 

The library of
unquantifiable economic benefits to Ecuador. 


the program can become an important reference source for the
 

business community. It will afford on an economical scale
 

the collection of current periodicals and reference works
 

that the whole business community can make use of and
 

contribute to. The function of the library should not be
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limited to serving the needs of the students and faculty, but
 

should with time become, like the libraries of U.S. business
 

schools, a public resource.
 

In comparing the benefits of the proposed,program with
 

assistance to the existing business management programs, we
 

should not treat these as alternatives. Indeed, one of the
 

best ways to assist the existing programs may be to support
 

this proposed program because its graduates will include
 

potential faculty for other programs in Ecuador. At present
 

most of the faculty of both undergraduate and post-graduate
 

management programs are part-time teachers working full-time
 

as managers. By increasing the pool of well educated
 

managers in Ecuador, the quantity and quality of such part­

time business teachers will be significantly increased. Both
 

Rolf Stern's Politechnic Institute program in Quito and the
 

ESPOL post-graduate management program in Guayaquil are
 

attempting to find Ecuadoreans to send to the U.S. for
 

doctoral study in business in order to build full-time
 

faculties. The proposed program should produce several
 

potential doctoral candidates each year. A steady supply is
 

necessary because many qualified potential candidates will be
 

attracted to management positions and many of those who do
 

get a doctorate will change careers as opportunities in
 

business and public service will be present for good business
 

professors.
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The alternative of sending Ecuadoreans to the United
 

States for MBA degrees is considered below in the section on
 

foreign exchange savings of the program. We turn now to
 

consideration of ways in which our calculations of expected
 

social rates of return may be in error in the other
 

direction.
 

The primary quantifiable benefit to society is the sum
 

of the benefits in increased earnings of the graduates. We
 

or
assumed a beginning graduating class of 35, growing to 75 


90 per year. Even if we are right about the value of the
 

program to the individual, we cannot be sure that enough
 

qualified individuals vill choose to enter the program. The
 

demand study discussed elsewhere indicates that many persons
 

perceive the value of such a program, but financial aid may
 

prove crucial to the achievement of a large enough class to
 

realize the social benefits estimated above. If class size
 

were to be achieved by lowering academic standards of
 

admission and graduation, then the differential earnings for
 

graduates may be much less than the estimates used above. It
 

is essential, therefore, that the program be designed to
 

produce graduates who are truly equivalent to graduates from
 

foreign graduate management programs. Even such a program
 

newly created in Ecuador will have to compete for students
 

with foreign programs with established reputations. Price is
 

obviously one determinant of effective demand. But non-price
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competition is also important. On this point the role of
 

English in the proposed program becomes crucially important
 

to its economic feasibikity. On6-pf the advantages to the
 

student, his employer, and society of sending people to the
 

United States for MBA degrees is that they become bilingual
 

managers. This program needs to produce bilingual managers
 

as well. Many of the students who have the private means to
 

forego work as an investment in education will choose to go
 

to the United States because of uncertainty about the new
 

program. One obstacle to going to the United States is the
 

necessity of passing the TOEFL exam. Potential otherwise
 

qualified students who cannot pass the English exam
 

constitute a big market for the local program. By requiring
 

a lesser standard of English, the new program can obtain an
 

immediate competitive advantage over MBA programs in the
 

United States, thus improving the chances of actually
 

graduating the numbers of students assumed in the
 

calculations of rates of return to society. Ideally,
 

therefore, the proposed program must teach English so that
 

students can be attracted who don't yet have enough English
 

to get into a U.S. MBA program but upon graduation are
 

adequately bilir.gual. This policy will enhance the economic
 

feasibility of the proposal.
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IV. Foreign Exchange Savings
 

Study abroad requires foreign currency and thus
 

constitutes an import from the standpoint of the home
 

country. Thus, the proposed management program can be viewed
 

as an import substitution development project. In the 1982
 

prefeasibility study, Renforth reported a rising trend in the
 

number of Ecuadoreans studying abroad and in those studying
 

business abroad. That upward trend seems to have come to a
 

halt as a result of the rapid decline in the value of the
 

sucre relative to the dollar during the past three years.
 

Complete data was unavailable then or now, but we have some
 

useful indicators.
 

Renforth reported 12 Ecuadorean at INCAE in 1980-81.
 

That number appears to have reached 13 in 1982-83 and to have
 

dropped to 6 in 1983-84 and 7 in 1984-85. In October, 1985,
 

however, there were 4 in the second year and 10 in the first
 

year in Costa Rica and an additional 6 Ecuadoreans in Managua
 

in a new one-year program in functional administration. The
 

Quito office of INCAE reports that typically 40 Ecuadoreans
 

request admission, 20 are accepted and 10 show up in Costa
 

Rica. The other ten are unable to attend because of family
 

or job problems or because of inability to finance the
 

program.
 

Renforth reported a total of 1210 Ecuadoreans studying
 

in United States colleges and universities in 1980-81, a
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figure that had been steadily rising from only 710 in 1976­

77. He estimated, but had no actual statistics on the number
 

studying business. For 1983-84 the Institute of
 

International Education reports a drop from that 1210 level
 

to 1130 with a further drop to 1120 in 1984-85. A breakdown
 

is available for 1983-84 showing 1i6 undergraduate and 18
 

graduate business students in U.S. colleges and universities.
 

Fifteen of the graduate students were masters candidates.
 

Two students at American University and one at New York
 

University were not specified and may have been doctoral
 

candidates. Given this decline in the number of Ecuadoreans
 

studying abroad, the proposed program, rather that reducing
 

the "imports" of educational services and thus saving foreign
 

exchange is likely to enable more students to study in a high
 

quality business program in spite of the devaluation of the
 

sucre.
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V. Alternatives to the Proposed Project
 

In addition to evaluating the project's potential
 

returns to Ecuadorean society and individuals, as well as
 

possible foreign exchange savings, it is important to
 

consider its value relative to alternative means of improving
 

management education. The alternatives to funding the
 

proposed project include an infinite set of options about
 

which we have very little basis for evaluation. Two specific
 

alternatives would be to assist the ESPOL program in
 

Guayaquil or the program of Rolf Stern at the Politecnica in
 

Quito, or both. It is not possible to do a cost-benefit
 

analysis on these alternatives without specific cost
 

estimates. Benefits of these alternatives are also
 

impossible to estimate without specific assumptions about the
 

details of the hypothetical accomplishments. We can,
 

however, discuss several factors that bear on this issue.
 

Foremost is the great difficulty of overcoming the
 

deeply rooted cultural characteristics of the Ecuadorean
 

higher educational system: the law requiring election of the
 

rector, the political role of students, the demands for
 

equity in faculty salaries across schools and disciplines,
 

the part-time pattern of both students and faculty, the lack
 

of strict class attendence and frequent examinations, for
 

example. Much of the value of an American MBA program is in
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the change it produces in the attitudes and work habits of
 

students, rather than in the specific knowledge imparted.
 

An independent program can stand as a demonstration
 

project. The change in student attitudes and work habits can
 

be accomplished in isolation from the existing institutions.
 

If this task were attempted within the university system, the
 

whole system would have to be changed--a task we view as
 

impossible to accomplish quickly, if at all, and certainly
 

not without expenditure of much more A.I.D. funds than in the
 

proposed free-standing project.
 

Secondly, the cooperation and assistance of the
 

Guayaquil business community can rei.nforce attitudinal
 

changes and is essential to success of the program in order
 

to (1) raise funds, (2) place students, (3) recruit students
 

of the right calibre, (4) provide research opportunities for
 

faculty, and (5) provide case material that is Ecuador
 

specific. Such cooperation would most likely not be
 

forthcoming for a project of assistance to existing
 

programs.
 

Thirdly, funding the proposed program is probably the
 

best way to assist the existing programs. They will benefit
 

(1) by the example set, (2) by an increased pool of MBAs to
 

teach for them part-time, (3) by an increased pool of
 

candidates for Ph.Ds abroad for full-time faculty, and (4) by
 

research activities of faculty.
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Investment by A.I.D. in the proposed program will
 

continue to pay dividends long after the period of U.S. aid
 

ends. The alternative of sending more Ecuadoreans to study
 

in the U.S. would have to be continued indefiritely to yield
 

save a
the same benefits. The proposed program would not 

great deal of foreign exchange simply because so few 

overcome the financial obstacles toEcuadoreans are able to 


going abroad in spite of the fact that the individual's 

return on that kind of investment is high. Yet the project 

remains the optimum means for improving management education 

in Ecuador not only through its own graduates, but also 

because of the beneficial effects it will have on existing 

programs in that country. 
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ADMINISTRATIVE ANALYSIS
 

This Annex analyzes and discusses the following aspects of
 

project implementation: (1) the basic responsibilities of the
 

partners in the Collaborative Assistance Mode; (2)
 

organizational structure for project administration; (3)
 

organizational structure of the GMI during project
 
implementation;(4) the transition plan to assure that the
 

Graduate Management Institute will be a fully autonomous and
 

self-supporting institution at the end the project; and (5) the
 

post-project institutional structure of the GMI.
 

1. Basic Responsibilities of the partners in the
 

Collaborative Assistance Mode:
 

University of Houston Consortium:
 

- Secure Chief of Party, Project Manager, Faculty and
 
other U.S. personnel required for the GMP
 

- Assist in obtaining .,,d setting up temporary site,
 

library, computer system and translation facilities.
 
- Administer funds provided to Consortium by AID as well
 

as any funds generated for the operating expenses of the
 

GMP
 
- Administer tIe Academic Program of the GMI 
- Train a sufficient number of Ecuadorean Ph.D. candidates 

to staff the GMI in its independent phase 

- Prepare project evaluations in conjunction with the 
GMI's Junta Ejecutiva and AID/Quito 

Fundaci6n Privada Ecuatoriana/Board of Trustees/Junta
 

Ejecutiva:
 

- Establish a separate endowment for the long term support
 

of the GMI
 
- Carry out fund raising activities to achieve the goals
 

for the endowment specified in the financial plan
 

- Provide a site for the permanent facility of the GMP
 

- Assist in identifying and recruiting faculty for the GMI
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0SAID/Quito:
 

- Fund the project during the implementation phase in
 
accordance with the specifications of the Financial Plan
 

- Participate in the annual reviews of the project
 
- Monitor project activities.
 
- Evaluate the progress of the project
 
- Provide technical guidance to the GMI, the FPE and the
 
University of Houston Consortium
 

2. Organizational Structure for Project Administration
 

This subsection describes the organization of the
 
administration of the project and the specific responsibilities

of the various administrative elements and their interaction.
 
The Project Administration Organizational Chart (Chart 1)

graphically depicts the relation between the FPE, the Board of
 
Trustees, A.I.D., and the University of Houston consortium.
 

Chart 1
 
Project Administration
 

Consortium 
 - AID Board of Trustees - Foundation 

Junta Ejecutiva
 

P.I. Chief of Party ----- Rector 

Academic Administrative
 
Director 
 Director
 

Registrar Faculty Physical Finances & Library
 
Plant Accounting
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A.I.D. will serve not only as the principal financial
 
supporter of the project during implementation but will also
 
review, monitor and evaluate the performance of the Consortium
 
and the Fundacion Privada Ecuatoriana in such critical areas as
 
the GMI's administration, the quality of the Masters program
 
and executive programs, financial integrity, fund raising
 
efficiency and the impact of the Graduate Management Program on
 
Ecuador's economic and social development.
 

The pivotal Ecuadorean institution in the development of
 
the GMI is the Fundaci6n Privada Ecuatoriana (FPE). Founded in
 
1983 the Fundaci6n represents the Ecuadorean private sector and
 
has played the leading role in promoting the project's
 
development and in initial fund raising for the GMI.
 

During the project's implementation phase the FPE will be
 
responsible for the creation of the GMI's Board of Trustees and
 
the selection of its members. The FPE is also responsible for
 
legailly rL.tructuring tLhe current endowment fund to ensure the 
availability of monies to the future support of the GMI. 
During the implementation phase the VPE will continue fund 
raising for the new institution's endowment and will be
 
responsible for assuring that the GMI has an adequate physical
 
plant.
 

The Board of Trustees will serve as the governing body of 
the GMI. Its members will include current members of the FPE, 
as well as representatives of the private sector, the public 
sector, and the national and international academic 
communities. It is expected that the the Board of Trustees 
under these guidelines will come to number at least thirty. 
While this expanded group will be more representative of 
national interests and enhance the fund raising capabilities of 
the new school, it is also a number that is far too cumbersome 
for effective oversight of the institution's operations. 
Therefore, many of the functions traditionally vested in a 
Board of Trustees will be assigned to a Junta Ejecutiva, 
designated by the Board of Trustees. The other function of the
 
Board under this plan then is to review and approve the major 
policy decisions of the Junta Ejecutiva on an annual basis.
 

The Junta Ejecutiva will consist of five members to be 
selected by the Board of Trustees. Those members should 
include four representatives of the Ecuadorean private and 
public sectors, and a representative of the international 
academic community. The members of the Junta will each assume 
specitic areas of responsibility for the school's development 
including: fund raising, liason with the private sector, 
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institutional administration, academic programs and government
relations. 
 The Junta will establish private sector 
advisory

committees for agribusiness marketing, etc. to advise on
 
program content and 
to assist in placing students.
 

The specific responsibilities of 
the Junta are described
below. It should be noted that 
in terms of the GMI's head

administrator, the 
terms 
Chief of Party and Rector are used
in tandem. This is because the 
Rector will be recruited and

appointed during the implementation phase of 
the project, as
soon as a suitable candidate is indentified. The Rector will

learn the functions of his positions during implementation and
gradually assume increasing responsibilities until by the end
of the project he has assumed full responsibility for the

administration of 
the GMI. 
 This process is described in
greater detail in 
the sections addressing the responsibilities

of the Chief of Party and Rector.
 

The functions of the Junta Ejecutiva are as 
follows:
 

- Evaluates and approves strategic decisions by

the Chief of Party/Rector
 

-
Studies and approves the project's annual budget
 
- Is responsible for 
fund raising
- Advises the Chief of Party/Rector on the needs 

of the business and academic communities as well as
the public sector which can be met by the new
 
institution 

- Assists in proposing and selecting the Rector 
- Manages the institution's endowment 
- Monitors the progress of the project 

3. Organizational Stricture of 
the GMI during Project

Implementation
 

Initially the principal administrator of 
the GMI will be
the Chief-of-Party with an 
Ecuadorean Rector preogressively

assuming the responsibilities of this position. 
The

responsibilities of 
the Chief of Party at the beginning of
 
implementation are:
 

- Manages all AID contributed funds and any revenues
 
generated by GMI
 

- Approves all major 
financial transactions including loans
 
or fund transfers made by the GMI
 - Reviews and submits the annual budget for approval by
the Junta Ejecutiva
 

- Makes decisions on hiring and firing of faculty
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- Directs development of the academic and executive
 
programs
 

- Approves major changes in the academic program including 

curriculum, student admission and performance standards
 
- Formulates strategy and policies for the GMI, 

The selection of the Rector is of vital importance to the 
long term success of the GMI. Certain criteria are essential 
to that selection process. Given the distinctive nature of the 
GMI, those criteria do not necesarily correspond to the 
academic credentials (such as a Ph.D. degree) of a Dean of a 
U.S. College of business Administration. However, a set of
 
criteria can be established which are appropriate for the
 
individual who will fill this position. Candidates should
 
possess a Masters Degree, although not necessarily in
 
business. Preferentially, they should have at least twenty
 
years management experience in business and know the Ecuadorean
 
business environment. They must command the respect of their
 
peers in the private sector. They should also have five years
 
or more of at least part-time teaching experience in a
 
university. In addition, they should be completely bilingual
 
in Spanish and English. 

Once an appropriate candidate has been selected, he will 
begin working with the Chief of Party in the development of the 
GMI. Based on the strengths of the new Rector including his 

extensive experience in the Ecuadorean business community, his 
first responsibility will involve relations with the private
 
sector. This will include informing the community of the
 
institution's development, encouraging companies to send their
 
employees to the GMI, identifying specific needs of the
 
business community in terms of executive programs and research,
 
and ot course, fund raising. At the same time, the Rector will 
begin familiarizing himself with the academic policies and 
procedures of the new institution. Subsequently, he will 
exercise supervise the activities of the Administrative 
Director for the operation of the GMI. In the latter stages of 
this process ie will assume full managerial responsibility for 
the Administrative Director, the Academic Director, and finally 
tull financial responsibility for the institution.
 

The middle management level of the institution will 
consist of two positions: the Academic Director and the 
Administrative Director. The role of Academic Director, whose 
responsibilities include the faculty, curriculum, and students 
will be filled by the Chief of Party until a suitable 
Ecuadorean candidate is prepared to assume those functions. 
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The Administrative Director, who will be 
an Ecuadorean, will

be responsible for 
managing the physical plant, the staff, as
 
well as 
the accounting and financial operations. This post is
 
particularly critical in 
the early years of the GMI when a

number of tasks will be undertaken for the first titne, such as

importing of equipment, hiring 
a full staff, site preparation,

development and control of 
a budget, etc. Recruitment will

take place as soon as possible after implementation begins.

The position requires a manager with a proven record of success
 
and complete tamiliarity with business practices, personnel

procedures ana financial operations in Ecuador. 
 The long term
responsibilities of the Administrative Director include hiring

and management of the staff, administration of the physical

plant, the library, reproduction services and the computer

system, as well 
as financial management.
 

The faculty, in addition to 
its responsibilities for
 
teaching, course development, advising students, and for 
the
 
executive development programs, has important role to play
an 

in the administration of 
the school. These responsibilities

will be carried out in faculty meetings chaired by the Chief of

Party/Rector. They include: 

- curriculum design;
 
- student admissions and dismissals; 
- grading systems
 
- standards for teaching
 
- issues relating to academic freedom
 

The faculty represents the most important means of
establishing and maintaining levels of academic excellence
 
which will carry on 
into the later period when the institution

becomes an independent entity. 
 Standards of excellence in
 
teaching, academic objectivity and academic freedom must be put
in practice by faculty members and conveyed 
to their Ecuadorean
 
successors in tne implementation phase.
 

The GMIi's Registrar, will report directly to the Chief of
 
Party/Rector and is responsible for processing student
 
applications, admission standards, maintaining student records,

verifying student elegibility for graduation and, in
 
conjunction with 
a faculty member, developing and carrying out
 
a marketing plan for selling 
the Masters program in Ecuador.

In addition, the Registrar will be responsible for placement

activities to 
assist those Master's level program graduates who
do not have job commitments to find employment.
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4. Transition Plan
 

Much of the structure discussed in subsection 2 above is 

dictated by the conclusions of the Technical Analysis, which 
concludes that a free standing institution is the optimum goal 

for the GMI. Creation of a Board of Trustees, a Rector, 

Academic and Administrative Directors and the tasks assigned to 

them closely parallel the organizational design of such 
institutions as INCAE and are similar to academic 

administrative structures in the United States. However, 
because the GMI, during the implementation phase, is being 

created with the technical assistance of the Consortium and the 
financial support of AID/Quito, alternative administrative 
structures for carryiny out the project were considered. The 

first such option placed complete control of the institution in 

the hands of the Cn:ief of Party, reporting directly to the 
Consortium, with the Board of Trustees serving in an advisory 

capacity to the Chief of Party. This plan was rejected on the 
grounds that it did not place sufficient control in the hands 

ot Ecuadoreans and would not satisfactorially contribute to the 

institutional development of the GMI. It is essential that 

from the outset the GNP be Ao Lcuadorean projec: not only in 
appearance, but in fact. Trre implementation phase must not 

only oe utilized to create a high quality Masters level 

program, it must also provide the opportunity for Ecuadoreans 

to exercise increasing control over the program so that the
 
transition to a free standing institution will be as smooth as 
possible. 

The second alternative considered was the selection of an
 

Ecuadorean Rector who would report directly to the Junta
 
Ejecutiva/Board of Trustees and be advised by the Chi-ef of
 

Party. Although this alternative resolved the issue of
 

Ecuadorean participation, it assumed the availability of an
 

Ecuadorean prepared to assume full responsibilities as a
 

top-level academic administrator and a Junta Ejecutiva, whose
 

members are fully versed in the management of an academic
 
institution of the type envisioned in the GMP. Neither of
 

ttese assumptions are valid in the current Ecuadorean context.
 

A further problem arose from concerns over the control of
 

financial resources for which the consortium will have a
 

contractual responsibility to USAID/Quito. What was clear from
 

this version of the administrative plan was that Ecuadorean 
authority must be established but not in such a manner as to
 

cause aaministrative chaos at the critical management level of
 
the Chief of Party/Rector.
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Based on these findings, the project review committed opted for
the administrative structure described in subsection 2. This

plan places complete control of well
the finances of the GMI as 


initial Academic and Administrative control in
as the hands of
the Chief of Party who reports to the Junta Ejecutiya.

Meanwhile, the is
Rector responsible 
for external relations of

the institution. 
 Over the five year implementation phase, the
Rector will progressively assume increased control of 
the

institution. This process will occur 
in a series of phases.

The sequencing of those phases 
is predicated upon the

assumption that the Rector's strongest experience will be in
business management. That progressive sequence would occur 
as
 
follows:
 

Year 1 - External relations for the GMP
 
Year 2 -
 Oversight of Administrative Director's
 

responsibilities for physical plant and staff
 
Year 3 - Responsibility for the academic program
Year 4 - Full financial responsibility for the institution 
Year 5 - Supervise Management of the institution
 
End of
 
Year 5 - Management of the endowment fund 

Thus by tLe fifth year of implementation, the Rector will haveassumed full control of the Institution with the Chief of

Party's role reduced 
to that of an advisor with joint sign off
responsibilities on 
only those funds still being expended by

the Consortium. By the end of the fifth year, the Rector will
have assumed the full responsibilities for administration of 
the GMI. 

Another area 
of concern in terms of transition, is the
 
period of overlap between U.S. faculty, and the 
new Ecuadorean

faculty. The major problem is 
that most of the Ph.D.

candidates will not begin their program untl September 1986,and therefore would not 
return to Ecuador until the last
 
quarter of 1990. 
 reason
For this the Chief of Party's term has
been extended to five and 
one half years, and the beginning of
the fourth professor's term has been delayed until 1989 to
insure that at least two U.S. faculty members will have a full 
year to work with the new laculty. This process, which

constitutes an important part of 
the transition, is detailed in
 
Table 1.
 

While this phased transition should achieve the desired

results of effective management during implementation andcreation of a high quality free standing Lcuadcrean academic 
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institution at the end of five years, consideration must also
 
be given to an ongoing relationship between the GMI and the
 
Consortium's member institutions in later years.
 

At the end of five years, the GMI will be serving as a
 
center of excellence for graduate business training and
 
research in Ecuador, but it must continue to strengthen its
 
programs in succeeding years. Although it will be interacting
 
with other business programs in Ecuador, such as ESPOL and the
 
Politecnica in Quito, it=i role can be expected to be more of a
 
contributor than a beneficiary in those interfaces. In the
 
United States, colleges of business administration enhance
 
their own programs through cooperative efforts with sister
 
institutions both in the U.S. and other countries.
 

Table 1
 

GMI Staffing Chart
 

(in person years) 

1986 1987 1988 1989 1990 1991
 

Chief of Party .5 1 1 1 1 1 

Professor 1 .5 1 1 1 .5
 

2 1 1 1 1 

3 .5
 

4 .5 1 1 1 

Rector .5 1 1 1 1 1 

Admin. Director .5 1 1 1 1 1 

Academic Director 1
 

Ecuadorean Faculty 1 1 1 11
 

2 i 

3 1 

4 1 

5 1 
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Therefore, continued links with sister institutions in the
 
United States would be of significant benefit to the GMI. As
 
the technical advisors for creation of the 
new institution with
 
a vested interest in its long term success, the members of the

Consortium are logical choices for 
such a relationsbip. This
 
does not exclude, of course, links with other institutions both
 
in the United States and Latin America. The plan for such a
 
relationship can be fully developed during the implementation
 
phase. However, certain elements that should be included as a
 
part of the plan are:
 

- An annual visit by the Deans of the Colleges of Business
 
Administration of the Consortium to evaluate the
 
program's development and suggest strategies for
 
strengthening the program
 

- Continuation of agreements to train Ph.D's for the GMI
 
- Joint researcn projects
 
- Representation by the U.S. institutions on the Board of
 

Trustees
 

These items and any additional cooperative ventures should
 
be detailed in a formal agreement to be signed by the U.S.
 
institutions and the GMI prior to the conclusion of the
 
implementation phase.
 

5. Post-Project Organizational Structure of the GMI.
 

This section of the study describes the organizational

structure of the GMI once 
it has become a free standing
 
institution (see Organizational Chart 2). It bears a strong

similarity to the organizational structure described in
 
subsection 2 of 
this study, since the Project Administration
 
structure is intentionally designed to evolve into the
 
independent institution described here.
 

The purpose of the Fundacion Privada Ecuatoriana is
 
broadly defined in its charter i.e. it does not exclude
 
projects other than 
the school from its range of interests.
 
Therefore, while it can continue to play a role in fund raising

for the school and serving as a liaison with the business
 
community those activities, especially fuad raising, must be
 
clearly defined as being conducted on behalf of the school.
 
Furthermore, the principal responsibilities for fund raising

and business community liaison will rest with the Board of
 
Trustees, the Junta Ejecutiva and the Rector.
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The Board of Trustees will continue to serve as the
 
governing body of the GMI. Its membership should continue to
 
include representatives of the national private and public
 
sectors as well as the national and international academic
 
communities. This latter characteristic can be achieved by
 
appointing academics from sister institutions in the U.S. to
 
the board. Again, as under implementation, the conventional
 
responsibilities of a Board of Trustees, i.e. approval of
 
budgets and strategic decisions of the Rector, and liaison with
 
the business community will rest with the Junta Ejecutiva, with
 
the Board providing an annual review of the Junta's performance.
 

The Junta Ejecutiva will represent the national private
 
and public sectors as well as the national and international
 
academic communities. To assure this broad representation, the
 
Junta will be expanded to seven members with the following
 
breakout: 4 Ecuadorean private sector
 

I Ecuadorean public sector
 
i Ecuadorean academic
 
1 U.S. academic
 

The Junta members will again be assigned individual
 
responsibilities such as fund raising, liaison with the public
 
and private sectors, institutional administration, review of
 
academic programs, and relations with international
 
organizations.
 

The Junta's functions are as follows:
 
- Evaluates and approves strategic decisions by
 

the Rector
 
- Studies and approves the annual budget - Assists in
 

fund raising
 
- Advises the Rector on the needs of the business
 

and academic communities as well as the public
 
sector which can be met by the school
 

- Selects the Rector with the advice of the school's
 
faculty and administrators.
 

The responsibilities of the Rector are as follows:
 
- Manages fund raising and the endowment with the
 
assistance of the Administrative Director
 

- Reviews and submits the annual budget for
 
approval by the Junta Ejecutiva
 

- Makes final decisions on the hiring and firing
 
of faculty
 

- Approves major changes in academic areas i.e.
 
curriculum, student admission and performance

standards etc.
 

- Formulates main strategies and policies of the
 
school.
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The responsibilities of the academic and the
 
administrative directors as well as those ci the faculty and
 
the registrar would remain the same as those described in
 
subsection 2 of this Annex.
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SOCIAL SOUNDNESS ANALYSIS 

I. Introduction 

The goal of this project is to upgrade the quality and increase the 
quantity of managers for Ecuadorean private sector enterprises. The purpose 
of the project is to establish a high quality graduate management school in 
Ecuador. Te social feasibility of this project will mainly rely on the 
compatibility of the school's educational system and objectives to the 
Ecuadorean society, and on the schools ability to address issues related to 
Ecuadorean socio-economic reality some of which are the subject of this 
analysis. 

The nLuber of universities and students has increased dramatically over 
the past four years in Ecuador. (1) At the same time, funds available to those 
universities from the national budget have not increased in relation to the 
increases in the number of students. This has resulted in a severe impact on 
the quality of higher education in Ecuador. Public universities are forced to 
pay low salaries and are thus unable to attract high quality teachers. Most 
teachers do not have a Masters or Doctoral degree and only devote part of 
their time to their academic responsibilities. The elimination of admission 
exais has not only contributed to the poor quality of the universities'
 
students overall, but it has also brought about a population of students which
 
the universities cannot absorb. ahere exists an enormous gap between the
 
characteristics of present courses of study and the country's needs. This
 
contributes to the poor performance of the productive sectors. The poor
 
quality of university studies contributes to great frustrations for a large

nLu:ber of recently graduated students as to employment opportunities, better 
salaries, future promotions, etc.
 

In the case of private universities, the situation while severe is not 
as critical, since they rely less on the governmeli budget. Educational 
levels are higher, teaching staffs are more satisfactory, student admissons 
are stricter, etc. Unfortunately, these universities concentrate on 
undergraduate programs, and im)st still do not have the capacity to introduce 
high quality graduate programs. ahere are two institutions which have
 
graduate progranms in areas related to administration, the Escuela Politecnica
 
Nacional of Quitn and the ESPOL (Escuela Politecnica del Litoral). However,
 
their capacity to absorb students is extremely limited, their supply of 

(1)In 982 there were only 9 universities and 0.830 students. In 985,
 
there were 20 universities and 300,000 students. (Hoy, Economic Analysis, 23
 
de junio de 1986, p. 2A)
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professionals is still far below the private sector demand (2) and they do notproduce graduates with the required skills which the Ecuadorean private sector 
expects. 

II. Project Beneficiaries 

The principal beneficiaries of this project will be, the students whocomplete the Master's level program of the Graduate Management Institute (GMI)and the businessmen, enterprise managers, and mid-level managers who attend

its executive development programs. For these individuals 
 the GMI programwill provide learning opportunities which are largely currently unavailable inEcuador. As a result, the beneficiaries will have improved access to betteremploymient opportunities, more responsible job positions within the private
sector, and consequently higher salaries which will have a direct and positiveimpact on their income levels and well-being. Private sector enterprises
which employ CMI train,..d managers will also directly benefit from thisproject. Indirectly, the national economy will benefit through increased
economic and enploynment growth. 

Two social issues directly related to the beneficiary group are how thestudent admission syztem will function and how the educational methodology of
the school will fit with Ecuadorean culture and society. There are vast

social, economic and cultural differences in expectations, opportunities,
needs, economic possibilities and educational levels within the possible
student population. 1herefore, the C-MI must establish admission criteriabased on individual capacity and performance. In addition, in order to avoid a bias towards certain socio-economic groups, consideration will have to betaken into consideration as means of targeting disadvantaged groups and as means of designing appropriate educational methodologies. The school'sadmission system should provide equal opportunities to different Ecuadoreansocio-economic groups. the academicHowever, background of most students willprobably be uneven at best. Therefore, the program should create a one month
leveling course prior to beginnning the foundation courses. Because of thedifferences in quality of students who have graduated from both stateuniversities and private ones a course is required which will assure that all
students will possess certain minimum skills. Professionals who have been away from school for quite a while may need such a course to refresh theiracademic skills and allow them to better compete with recently graduated
 

(2) It has been estimated that -more than 400 managers with post-graduate
training in marketing, industrial realtions and finance is needed annually by
the private sector and almost 200 by the public one. Nevertheless, less than50 ecuadorean graduate nonayers enter the market annually. 



page 3 of 7 pages
 

students. This leveling course, will provide instruction in basic skills
 
which will be required to complete the program and will equalize differences
 
among students by bringing disadvantaged groups up to an adequate level.
 

III. Social Feasibility of Project
 

The social feasibilty of this project will basically depend on how the
 
project handles the following issues:
 

a) 	 access to the graduate management school; 

b) 	 compatibility ot the school's educational system with the 
Ecuadorean socio economic reality; and 

c) 	 integration of school into the EFcuadorean educational 
system.
 

Due to the diversity of socio-econoinic and cultural conditions found 
within Ecuador the possibilities of access to this school will vary greatly
from student to student. The principal socio-economic variables used to 
analyze this issue have been: income level, marital status, number of 
children or dependents, housrig, and educatioiul level (3). 

A survey of the demand for graduate training in management done in
 
Quito, Guayaquil and Cuenca shows that there is a large percentage of people
 
of low income levels who are interested in participating in the program.

Therefore, income level will be an important issue as to possibilities of
 
access of certain social groups to this type of school.
 
Of the survey group, approximately 30% stated that they could not afford the
 
program, 55% said they could only pay part, and only 15% said they could
 
afford to pay the school. Hence, approximately 80% of the potential student
 
population would need financial assistance of some kind in order to be able to
 
take part in this program. Married status also appears to affect
 
participation. In the case of married people, over half stated that they
 
would not be able to attend this school. Individuals with two or more
 
children also felt restricted in their ability to participate in this project.
 

Clearly, attending a 15 month full time program means not only
 
finding a way of paying for the school but also a means of supporting the
 
family household during that period of time. As a result married students
 
withl family would not be able to attend the CXII unless the family household
 
could rely on other sources of income. This would imply that participation

and 	 access to this program would be restricted to only high income level 
groups unless the project could provide financial assistance in some form.
 

(3) 	 The SERAGUAY survey data has been used for this purpose. 
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The graduate management school program will only cohtribute to the 
social develoFment of Ecuador if low-income student groups have access to the 
programs. This is possible, if appropriate mechanisms are established. 
Definitely, financial assistance is a key element. In the case of private 
sector enterprises, approximately 40% of the interviewed during the SERAGUAY
 
survey said that they could finance part of the cost of sending employees to
 
the (XV .
 

Hence, there will be a great need for scholarships and educational
 
loans. In order for this program to be socially feasible, scholarships should
 
not only cover the school fee, but also books and tuition, (especially for
 
those who do not come from Guayaquil). In the case of those who are residents
 
inGuayaquil, provision should be given in the case of low income student
 
groups (especially those married and with children), for a living allowance
 
In this way the student would still be contributing financially to the
 
household.
 

A student loan program will be able to reach imore people than a 
scholarship program and if properly monitored should be able to maintain its 
value if it includes adequate repayment conditions. '1he economic analysis
found that employment benefits were such that the graduate should be able to 
repay loans.
 

Anot.her issue of importance deals with housing for the students who 
will eventually be coming from Quito, Cuenca and other cities. Since the 
school does not provide housing it may be difficult for students to find an 
adequate place to live or impossibile to pay for decent housing. The school 
should aid students by providing and making available information on housing 
availability and prices.
 

Another aspect having to do with school participation is the 
cultural and geographic issue of regionalism. This has to do with the 
participation of highland students (especially from Quito). Regional biases 
have conditioned attitudes and beliefs and in this case could affect school 
the willingness of highland students to study in Guayaquil. It appears that 
traditional highland entrepreneurs may prefer students who have graduated from 
foreign schools rather than from an Ecuadorean institution and that potential 
students would not want to live in Guayaquil to attend a university which does 
not grant a recognized degree. Therefore, it is very possible that
 
participation from Quito or other highland cities will be limited unless the
 
school can specifically recruit from these areas or encourage students to
 
participate in ex:ecutive development courses held locally. Participation may
become greater once the school becomes well known. One way the GKI can
 
improve access for highland students and publicizing the school is by

targeting the region with short term executive development programs.
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h uador's educational system is characterized as having little
 
active particif-ktion by the students and therefore impeding the development of 
their analytical and creative capacity. The principal m-thodology used is
 
that of lectures. Research skills are hardly or poorly developed. Teaching 
is theoretical more than practical. In many cases there is very little 
problem solving. F-uadorean universities are part time, which has permitted 
the student to assume simultaneously two different roles that of a "student"
 
and that of an economically active individual. Teachers must also be "part
 
time" in order to look for other income sources to compensate their low
 
salaries.
 

In order for the graduate management school's system to be 
considered compatible to the actual Ecuadorean social reality, certain
 
jparticularities of this system should be examined as possible social issues.
 
one is the case of full time attendance. Full time attendance means changing 
habits and adapting new ones, it moan reorganizing an individual's way of
 
lite. L-i1l-time schoolin9 is a serious constraint for students who are
 
enployed because it means getting an employer's permission to miss work. In
 
the SERAGUAY survey 80% of entrepreneurs said that they would not give
 
Irmission and only 20% said that they would give leave with pay.
 

A preference for part-time studying strongly prevails in E1cuador.
 
herefore, at the beginning of the j-roject there may be resistance to full 

time attendance unless the beneficiaries understand its advantages and see how 
they will benefit. The school should consider alternatives such as part time 
prograias or specialized night courses if this remains a constraint. 

The other most important aspects upon which compatibility will rely 
are the use of a socially feasible teaching methodology and a curriculum which
 
is consistent w,th the Ecuadorean private sector needs. In the first case,
 
the survey showed that as a general average, 50% preferred as a teaching
 
method, the active participation of both teachers and students. The other
 
half ff&niLioned case studies and situation simulations. No one chose the
 
lecture method which is characteristic of the present educational system.
 
bis ieans that there are favorable conditions for adopting new teaching
 

nethods. 

'1aching in English may also become a serious social constraint.
 
Most potential students are not able to work in English. The school's staff
 
should not only be capable of teaching in Spanish but it should have a good
 
knowledge not only of the Ecuadorean economic situation, but also of the
 
socio-economic and cultural characteristics of the beneficiary groups with
 
which they are dealing. 
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The use of simultaneous translation is not recommendable except for
shorter executive development programs because it could lead to content
distortion and misunderstandings. In the case of occasional seminars dictatedby foreign visitors this type ot material could be feasible due to their short 
duration. So far as texts, the use of F'lglish textbooks would represent aserious constraint due to their high cost. It would be reconendablo to use
Spanisn language textbooks and when necessary I'glish excerpts. 

Prograus- and curriculum ol the school should be carefully designed

to respond to the Ecuadorean needs in jmnagement, otherwise coursework will
 
not be compatible with the Ecuadorean socio-economic reality and the project

objectives. The private sector in Ecuador as in many other latin American
countries is characterized by its enterprise diversity. In the case of
Ecuador, there exists a large nimber of small scale enterprises and few largeones. Tie project should take this into account ard adapt curriculum and 
program contents. ,bnag.mert training should use cases and training materialsdesigned to address ,3pcific needsthe of Ecuadorean private enterprises.
Design and selection oL the training materia'. should be accomplished with the
 
huip of a representative of the private sectc-.
 

Aother social issue whi(:i could affect the project's social
feasibility has to do with the traditional famiily owned Ecuadorean 
businesses. Traditionally, extended family enterprises predominated both inthe highlands and Guayaquil. Lately, with the expansion and economic growthof the Ecuadorean enterpr ise suctor (esi.pecially in Guaya(qil) and the need for 
more siecialized skills, other forits of enterprise now exist. Nevertheless,
the traditional forms of business still exist (especially in the highlands)
and could represent a social barrier to tmanagement improvement and change.
However even these firms have began to employ high quality managers. The 
issue remains and will have to be addressed by the project.
 

The analysis described Annex XIII studied the feasibility ofintegrating the proposed graduate management school into the present
Ecuadorean educational system and determined that at present, it is not a
feasible course of action. However, the analysis identified some possible
feasible alternatives for the school in the future once it become

established. One alternative mentioned was to obtain official government
recognition, another would be affiliating the school with a local institution 
via a special "convenio". Another possibility which was studied but found to
be not feasible or desirable, was to integrate the school into the American 
education system. As implementation progresses alternatives will have to becarefully studied. Much like INCAE, and initially &SAN, the graduate
management school will not be recognized by either the Ecuadorean or the
American educational systems. 
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Ihis could mean that students will have difficulty in pursuing doctoral
 
programs either here or abroad should they choose to do so. However, it 
should be noted that to this date INCAE's program remains unrecognized 
although it is a highly respected institution whose graduates are employed 
throughout Latin America, including Ecuador.
 

In spite of the lack of information concerning the potential and
 
effective demand of women related to the post-graduate program in management,
 
itcan be assumed that there will exist interest in participating in this type
 
of program. Over the last several years there has been an interesting 
increase of women's participation in business. Women are also increasingly
 
studying administration, accounting and economics.
 

Nevertheless, effective participation oE women in the graduate
 
management schools program might be restricted. Most women in Ecuador are 
submitted to great socio-economic pressures due to their simultaneous social 
roles and obligations as housewife, wife, mother, provider, etc. This will
 
limit their access not only to other productive type of activities but to
 
higher education as well. Many women owned and operated businesses are not
 
always managed by women professionals but rather by women whose skills are the
 
result of daily enpirical knowledge.
 

it is likely that the oily women beneficiaries of the full-time 
program would be mostly single, non parent professional women with an 
undergraduate degree. In spite of these limitations, the school should seek
 
to reach all business women through seminars or part time courses in order to
 
provide equal opportunities to women in upgrading and improving teir
 
managemnt skills. 

Tn important issue for the project has to do with the lack of women
 
in high level job positions. Women professionals have been discriminated as
 
far as job positions and salaries compared to men. The school should be able 
through graduating a reasonable number of highly qualified women managers to 
contribute in time to changing certain attitudes concerning the professional
 
business women. 

(3313G)
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Detailed Time Phased Implementation Plan
 

Implementation Schedule
 

This section of the study outlines the timing and 
interconnection of a series of critical path items required to
 
develop and initiate the Ecuadorean Graduate Management Program
 
during the first eighteen months of the implementation phase of
 
the project. By that time initial start-up will have been
 
completed, the on-going academic cycle in operation and the
 
transition to Ecuadorean responsibility for the Graduate
 
Management Institute begun. Mayor activities which must be
 
accomplished regularly are: on-going curriculum development,
 
yearly financial planning, assessment, modification and
 
implementation of the public relations/fund raising programs,
 
yearly administratie planning, student recruitment and
 
admission for the Masters and Executive Development Programs,
 
and the monitoring of Ph.D. participants progress and eventual
 
on-the-job training at the GMI. In addition, to the
 
implementation activities discussed in this section are the
 
evaluation and reporting requirements described in the
 
following Section. These will include: annual progress
 
reporting, quarterly contractor reports, annual outside
 
evaluations of the program, ind two in-depth evaluations. The
 
critical path items identified for accomplishment in the first
 
eighteen months include staffing, site preparation, student
 
recruitment, endowment fund development, and curriculum
 
development. Those items are then broken out into a series of
 
subtasks which must be accomplished.
 

Several of these items deserve particular attention.
 
First, it is essential that the Chief of Party be in place in
 
Guayaquil in June 1986 to insure the prompt execution of the
 
numerous activities (site development, student recruitment,
 
public relations program, Ecuadorean staff hirings, etc.) which
 
are essential to the successful initiation of the GMP. Second,
 
since it is estimated that one year will be required before the
 
first class begins, the public relations program, particularly
 
the seminars conducted as a part of it, is critical to
 
maintaining the image of the school before the public. This is
 
particularly important for fund raising and student
 
recruitment. Endowment fund goals are not detailed here,
 
however, achievement of those goals in the first and succeeding
 
years are critical to the long term success of the GMP, and
 
must be closely monitored.
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The timing and interfacing of the implementation phase
 
tasks are illustrated in a series of GANTT and PEIT charts
 
under the following headings:
 

1. General Project Development
 

2. Ten REI Tasks
 

3. U.S. & Ecuadorean Staff and Faculty
 

4. Site Preparation
 

5. Public Relations Program
 

6. Student Recruitment and Admission
 

7. Curriculum Development
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The 10 REI Tasks - Pert
 

No. Description
 

1. U.S. AID Approval of addition to design contract.
 

2. Curriculum design
 

3. Selection/Translation of teaching material
 

4. Detailed design of administrative structure
 

5. Refine investment plan
 

6. Formulate specifications for educational infrastructure
 

7. Develop student selection criteria
 

8. Develop policies for faculty and staff development
 

9. Refine operating budget
 

10. Develop endowment program and student loan program
 

11. Develop placement program for graduates
 

A\
 



2. THE 1O-REI TASKS PERT.
 

0 2 
bD 

10 1 



Faculty and Staff - Pert
 

No. Description
 

1. Develop curriculum
 

2. Job definition for faculty and staff
 

3. Identify faculty and staff required
 

4. Prepare contracts for hiring
 

5. Interview U.S. faculty
 

6. Chief of Party to Ecuador
 

7. Select Administrative Director
 

8. Begin search for Rector
 

9. Hire Ecuadorean staff
 

10. hire U.S. faculty
 

11. Predeparture training
 

12. Departure of U.S. faculty to Ecuador
 

13. Post-departure assistance to 
U.S. faculty
 

14. Select and translate class materials
 

15. Classes begin
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3. Faculty and Staff - GANTT Chart 

2.Job & efnitions 

3.Zdentify Fculty 

4.5..Prcpare Contr acts/ 

7./.t.ect Asews Lz 

Rectur 

9.Hire Ecuddoroan 

!0.11're U.S. Fazz!ty ( 

1I. Pre- epa rt , re___---__ 

7roining 

Depar ture U.S'.Firul t%' 

4 .Select/Trnsljt. _ -­

:5.Classes V,:39s 0 

II a I 

3/86 6/86 9/86 12/86 3/87 6/87 9/87 

(1) One Member Startir.g In July '86 
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Faculty and Staff 
- Pert Analysis
 

1. 	 A final decision on the curriculum design will be
 
reached before March 
'86
 

2. 	 By April 15 '86 faculty requirements should be defined
 

3. 	 Based on the requirements, by the end of May, a group
 
of potential candidatesshould be listed
 

4/5. 
 A contract will be prepared and interviewing started
 
by May 30 '86 

6. 	 The Chief of Party will move 
to Guayaquil in June 
p 8 6 

7. 	 An Administrative Director should be selected and
 
hired by July 15 '86
 

8. 	 The search for a Dean (Rector) will be initiated by
 
July '86
 

9. 	 The required Ecuadorean staff will be 
in place by Nov.
 
'86
 

10/11. 	 The U.S. faculty for the first year will be 
finally

selected 	and hired by March, 1987. 
 A predeparture

program-including Spanish classes-will be given

immediately after hiring
 

12.. 	 By May 30 
'87 all U.S. faculty will be in place
 

13. 	 There will be a post-departure assistance program for
 
the U.S. faculty in Ecuador
 

14. 	 By May 30 '87 
all teaching material to be used will be
 
translated and reproduced-ready for classes
 



3a. Faculty and Staff - PERT 

45 714 15
 

3o 

(D 
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Site Preparation - Pert
 

No. Description
 

1. Select site
 

2. Select computer equipment
 

3. Select simultaneous translation equipment
 

4. Select turniture and other equipment
 

5. Hire architect
 

6. Independent bidding
 

7. Define layout
 

8. Order equipment/shipping
 

9. Start construction
 

10. Install equipment
 

11. Test facilities
 

12. Classes begin
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Site Preparation - Pert Analysis
 

No. 	 Description
 

1. 	 Site selection should be finished by April 30, 
'86
 

2/3. 	 The computer and simultaneous translation bquipment

should be selected, put out for bids, and purchased
 
before Oct. '86
 

4. 	 Furniture and other related equipment will be selected
 
before July '86
 

5. 	 A local architect will be selected and hired by May

'86. He would in turn identify and select builder
 

6-8. 	 All equipment purchased in 
the U.S. will be in Ecuador
 
by Nov. '86 in order 
to be in 	place by April 30 '86
 

9. 	 Remodeling and construction should be finished by
 
March 30, '86
 

11. 	 All equipment will be tested two months before classes
 
start
 



-PERT4a. Site Preparation 

'. 2
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Public Relations Program - Pert
 

No. Description
 

1. Prepare employment contracts for Ecuadoreans
 

2. Selection and hiring of P.R. person
 

3. Design and plan work schedule for 1st year
 

4. Start TV and radio coverage
 

5. Schedule seminars
 

6. Assist in endowment fund activities
 

7. Assist in developing proper government relations
 

8. Participate in the promotion of seminars
 

9. Participate in the student recruiting program
 

10. Classes begin
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Public Relations Program - Pert Analysis 

No. 	 Description
 

1. 	 With assistance from U of H and Ecuador, an employment
 
contract complying with all legal requirements will be
 
drawn up
 

2. 	 By March '86 the selection and hiring of a Public
 
Relations Representative will be concluded. 
This person

should have good relations with the Ecuadorean government

and the Guayaquil business community. From the moment

this person joins the organization, he should monitor and

assist on matters relating to government relations (7)
 

3. 	 Two months after hiring, the P.R. Representative will have

prepared a work schedule for his office for 
the first year

of operation
 

4. 	 By the end of April, the P.R. office will start a TV and
 
radio campaign that would go on throughout the year
 

5-8. 	The P.R. office will assist in the scheduling and
 
promotion of two seminars; with the following tentative
 
dates: Nov'86 and March 
'87
 

6. 	 The P.R. office will have a leading role in the

development of the endowment fund program. By May 
'86
 
this 	plan should be operative
 

9. 	 The P.R. office will start assisting in the recruiting of
 
students in Oct. '86
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Student Recruiting and Admission 
- Pert
 

No. 	 Description
 

1. 	Selection and hiring of person responsible for the
 
admissions office
 

2. 	Definition of a market strategy in order 

desired number of students
 

3. 	Define student selection criteria
 

4. 	Prepare brochures
 

5. 	Prepare admissions exam
 

6. 	Direct advertising/promotion of program
 

7. 	Process applications
 

8. 	Selection of students
 

9. 	Collect fees from students
 

10. Classes begin
 

11. Student affairs office starts operations
 

to obtain the
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Student Recruiting and Admission 
- Pert Analysis
 

No. 	 Description
 

1. 	 A person will be selected and hired to head
 
the admissions office by July 30, 
'86
 

2. 	 This person's first responsibility will be to
 
develop, in conjunction with the school's top
management, a comprehensive market strategy

that would permit recruitment of the required

number of students. This task should be
 
concluded by Oct'86
 

3. 	 A set of selection and admission criteria for
 
students should be defined by the end of Nov'86
 

4-6. 	 By Nov'86 the Admissions personnel should also
 
be finishing the preparation of brochures
 
describing 
the MBA to be offered. These
 
brochures and oral presentations will be the

main factors in the promotion campaign to sell
 
the school
 

7/8. 	 By Dec 
'86 a system for processing student
 
applications should be in place. 
 This process

would lead to the selection and admission of
 
the first group
 

9/10. 	 Student fee payment system in place when
 
classes begin
 

11. 	 The admissions office will handle student
 
affairs, at least for 
the first months of
 
operations
 



6a. Student Recruiting and Admission - PERT 
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Curriculum Development - Pert 

No. 	 Description
 

1. 	 Complete the 10 REI tasks.
 

2. Define length of program.
 

3. 	 Establish number and sequence of
 
courses.
 

4. 	 Identify faculty required.
 

5. 	 Complete course design.
 

6. 	 Select teaching material.
 

7. 	 Translate into Spanish selected
 
material.
 

8. 
 Reproduce translated material.
 

9. 	 Develop tentative schedule for first
 
term.
 

10. 	 Integration meeting in order to
 
balance and integrate curriculum.
 

11. 	 Classes begin.
 



7. Curriculum Development - GANTT Chart 

TASI 
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QUARTER 

9.iHATER AL 

IEL-i"I 
-

1 83./86As6/9bL12/.86_3/87_087 6 

1/86 3/86 6/86 9/86 12/86 3/87 6/87 
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Curriculum Development - Pert Analysis
 

No. 	 Description
 

1. 	 After completion of the "10 REI task''
 
design phase, a decision will be made
 
regarding the length of the program to
 
be offered
 

2/3. 	 This will be decided concurrently with
 
the number of courses required as well
 
as the proper sequence in order to
 
achieve a strong and balanced program
 

4. 	 Once the courses are defined, the
 
proper faculty will be identified
 

5/6. 	 Each professor would then procede to
 
design his/her own course and select
 
all teaching material for that
 
course. Whatever material not found
 
in Spanish, will be translated (7).
 

8/10. 	 In order to integrate and balance the
 
student's load, a meeting is scheduled
 
before classes start. A final
 
schedule of the first term should also
 
come out of that meeting
 

9. 	 The translated material will be
 
reproduced and arranged in the proper

format to be handed out to the
 
students.
 



7a. Curriculum Development - PERT 

0 2
 



ANNEX VII 
Page 26 of'28 

Evaluation Schedule
 

To insure that the programatic quality planned for is achieved
and 
that necessary adjustments are made in the program, it is
essential to conduct periodic evaluations of the project as
well as 
two indepth evaluations, 
one midway through,the project
and the other in 
the last year of the project. These
evaluations will include joint reports by 
the Consortium and
the Junta Ejecutiva, contractor reports by 
the Consortium, and
evaluations conducted by outside experts. 
 These reports

include:
 

1. Annual Progress Report by the Consortium and Junta
Ejecutiva 
- This report will be submitted each year to AID at
the end of each project year and by a date to be 
specified by
the Agency. The purpose of this report is 
to measure the level
of outputs achieved by 
the GMP in such areas as number of
students, courses 
taught etc., 
as well as the Junta's success
in meeting Lund raisinq targets necessary to establish the
endowment outlinu 
in the Financial Plan. 
 It will also discuss
adjustments or chanqes in 
the project which would necessitate
higher levels ot 
expenditure or modifications in the contract.
This report will p)rovide 
the basis for annual funding renewal
 
by AID.
 

2. Quarterly Contractor Report 
- This report, to be
prepared by the Consortium, will focus 
on its inputs to the
project. 
 This will include personnel and equipment for the
project in Ecuador, support mechanisms in the U.S., 
interfaces
with the Junta Ejecutiva and an evaluation of contractor
performance with recommendations for any modifications deemed
necessary. 
The report will be provided to both AID and the

Junta Ejecutiva.
 

3. Outside Expert Report 
- On an annual basis
Consortium and the Junta Eecutiva will secure 
the
 

the services of
outside experts with extensive experience in graduate
management programs in Latin America to review and evaluate the
progress of the 
institution. 
That report will focus on 
the
quality of the masters programs, the efficiency of the
administration and the overall financial condition of
institution. Copies of 
the
 

the report will be submitted for review
and comment to the Consortium, the Junta Ejecutiva and AID.
This report will provide additional inputs on possible
modifications to 
be made in the project, and serve as 
an
objective standard by which 
to judge the quality of the Annual
Progress i<eport prepared by 
the Consortium and the Junta
 
Ejecutiva.
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4. Final Report - Prior to the conclusion ofthe 
Implementation Phase, the Consortium and the Junta Ejecutiva
will prepare and submit to AID a report on the implementation 
of the project. That report will trace the evolution of the 
GMP, adherence to the original plan, modifications made in 
design and implementation, the level of inputs provided by both
 
the Consortium and the Junta, the impact of the GMP in terms of
 
courses taught, faculty trained, students graduated, and
 
placed, executive programs conducted, and the overall impact of
 
the program.
 

To the extent possible the information gathered for
 
these reports should be quantifiable. Such data would include
 
the records of the Principal Investigator and Chief of Party,
 
the financial records of the institution, and the endowment
 
fund, contract records of Consortium members, and student
 
academic records. In addition, interviews with faculty,

administrators and students of the school as well as
 
representatives of the Consortium, the Board of Trustees and
 
AID officials can be included.
 

5. In-depth Evaluation Reports - There will be two
 
in-depth evaluations during the third and sixth years of the
 
project. The first in-depth evaluation will examine the exent
 
to which the project is achieving its objectives. It will
 
measure and report, in addition to the quality of the academic
 
program, on aspects such as:
 

--the perceived benefits, including better jobs and salary
 
increases, which have accrued to those individuals who have
 
participated in the Master's level program and and a sample of
 
the individuals who have participants in the executive
 
development program;
 

--the degree of access to the 'Master's program by
 
eligible middle and lower income individuals through
 
scholarships and loan programs;
 

--a detailed evaluation of the status of the FPE's
 
fund-raising effort;
 

--an assessment of the progress of the participant
 

training activity;
 

--aderquacy of the physical facilities and equipmentl and
 

--the progress toward an efficient, functional Ecuadorean
 
administration.
 

D
\ 

rv 
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based on the findings of this evaluation; adjustments

will be made in the implementation of the project and as
 
appropriate its design. The second evaluation will measure the
 
same elements as the mid-term evaluation but as they measure
 
the end of project status. This evaluation will be used to
 
assess "lessons learned" and to determine whether A.I.D. might

appropriately fund additional, follow-on activities that may be
 
necessary to achieve the project purpose.
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Description of Courses of Study
 

Foundation Courses
 

Macroeconomics: Managers need to know something about how
 
economic forces affect the operation of any economy, especially
 
one structured on capitalistic enterprises. Macroeconomic
 
concepts are important in a wide range of managerial activities,
 
such as evaluating impacts of tax or other governmental policies
 
on markets, forecasting business trends and determining the
 
effects of international economic events on domestic markets.
 

This course will focus on the Ecuadorean economy and its
 
operation. Although the course can be quite technical every
 
effort will be made to develop the course to be pertinent of the
 
needs of prospective Ecuadorean managers. If this is done, there
 
is no reason that a challenging and useful course cannot be
 
designed without resort to the sophisticated modeling common in
 
some schools in the United States.
 

Introduction to Computers: The purpose of this course is
 
to introduce students, again as prospective managers, to the
 
flexibility and utility of microcomputers in operating even small
 
businesses. Included in this introduction would be a hands-on
 
description of accounting and financial software of use to
 
managers in both small and medium-sized businesses. As a
 
secondary goal of the course, some familiarity with the basics of
 
computer programming and its application in information systems
 
would be given.
 

Managerial Economics: Many graduate business programs in
 
the United States have adopted a variation of the usually taught
 
microeconomics course in an effort to make the subject more
 
applicable to managerially-oriented students. The course uses
 
economic principles as a vehicle to teach prospective executives
 
certain decision-making techniques, among them product pricing,
 
demand analysis, cost estimation and investment evaluation. The
 
course can be quite technical, but it is one where the important
 
elements relevant to managers can be accomplished in a relatively
 
straightforward manner. From this perspective, managerial
 
economics is intended more to guide rational thinking processes
 
than to transmit a set of sophisticated analytical techniques.
 
It is also a course in which specific Ecuadorean examples can
 
easily be utilized as the illustrations.
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Principles of Accounting: The purpose of this course 
is to

offer thorough grounding in accounting. In Ecuador likelihood is
 
that relatively few students would be familiar with the subject.

The purpose of this course 
would therefore, be to familiarize
 
stuaents with accounting concepts quite early in 
their academic
 
program. This two-quarter 
course will provide an appropriate

foundation for 
later couises in various functional areas.
 

Principles of Mainagement: This course discusses concepts

of management, including organizational design, planning,

theories 
of general management, leadership and motivational
 
methods and per foLrmanL:e management. 
 The course also introduces

theories of decision mak ing as well as Ecuadorean public policy

measures relevalt. to geniera] management practices.
 

Organizational SLructu:e Behavior:and This course deals
with broad concep.ts having to do with designing an organizational
structure for eit:hor a private business or a public enterprise.
In an Ecuadorean context, toie course will be planned for smaller
enterprises, with more attention being given to how and why
organizations chlange as 
they grow larger. In addition, the
 
course will, using !'cuadorean examples where possible, focus on 
proolems of human behavior within organizations, and how the 
organizational structure affects such human responses as 
motivation for work, creativity, leadership and the like.
 

Financial Princi.ples: The major emphasis in this course is
 
on the institutional framework of 
finance, especially as it
 
pertains to Ecuador. 
 Included, however, would be discussion of
 
capital markets in other parts of the world and how they are

linked into the international financial markets utilized by

larger corporations. This 
course provides a fundation for later 
study of financial management within in coursebusinesses a which 
follows in the next quarter. Special care would need to be taken
 
in this course, particularly during the early years, that it not
 
become dominated by study ot 
U.S. capital markets, where
 
considerable academic work of 
interest to U.S. scholars has been
 
accomplished. Basically, the course 
needs to provide

familiarization for students of 
the financial environment
 
relevant to them , namely, the Ecuadorean and, to a lesser
 
degree, international capital markets.
 

http:concep.ts
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Marketing and Distribution Principles: This course covers
 
institutional characteristics of Ecuadorean and regional
 
markets. A reasonable amount of attention also should be given
 
to a description of the U.S. marketing system, both'because it
 
provides an example of how marketing and distribution systems
 
evolve with industrialization and because the U.S. market remains
 
a primary destination of Ecuadorean exports. The course serves
 
as a backdrop for an immediate follow-on course in marketing
 
management, to be given in the next academic quarter.
 

Data Analysis: Many MBA programs in the United States and
 
elsewhere incorporate a course in probability and statistics. In
 
this course, students learn about such matters as formal
 
hypothesis testing, sampling and, possibly, elements of Bayesian
 
statistics used in decision theory. Clearly, these courses are
 
intended to prepare U.S.-based prospective executives to at least
 
monitor the types of research activities that take place in
 
larger corporations.
 

In Ecuador, it would seem that such a course would be
 
unnecessary for the foreseaDle future. Instead, students there
 
should concentrate on the collection, analysis and presentation
 
of business data. The focus would be less on sophisticated
 
techniques of data analysis and more on identifying the types of
 
information needed for specific business purposes, how such data
 
can be used (and misused), and methods of preparing information
 
for presentation to the various audience who might have use for
 
the data. Thus, Data Analysis would not funddimentally be a
 
statistics course, although some statistical concepts might be
 
taught.
 

Functional and Managerial Courses
 

Financial Management: As a functional follow-on to the
 
Financial Principles course, this course focuses on financial
 
decision-making in a private company. The subject would deal
 
with an introduction to investment decisions, with evaluating and
 
selecting sources of capital, with cash management and with
 
project evaluation. This course will have to "fit" the
 
Ecuadorean environment, especially as this might imply smaller
 
companies and inore constrained financing opportunities. As with
 
other managerial courses, this course might heavily utilize
 
regional cases as a vehicle for teaching decision-making
 
principles.
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Marketinq Management: Here, attention is given to

managerial problems associated with product development,

distribution channel selection, advertising and sales promotion,

sales force mangement, and pricing. 
 As in Financial Management,

the pedagogical technique for 
this course would probably involve
 
cases, 
as much as possible developed in the local environment.
The whole idea for this course is to introduce students to the
wide variety of decisions which 
 need to be made in any operating
company, large or small, or 
in any operating environment,

developed or developing. Marketing Management, again similar

Financial Management, needs 

to
 
to follow closely the antecedent
 

course stressing the institutional framework. 

Managerial Accounting: Little needs to be 
said to justify

this course, since in many ways it 
is similar to the two

managerial courses covered above. 
Managerial Accounting

discusses accounting in a managerial context, meaning that it
stresses the 
matter of using accounting data for managerial

decisions. Furthermoce, the 
course would be designed to assist
those having accounting responsibi].ities undertand managerialto 

needs elsewhere in the company and to design accounting reportsto meet those needs. Again, real-world cases would be used wherepossible, with stress being given to Ecuadorean problems. 

Project Evaluation: This course addresses essentially
types of questions. First, how should investment projects be 

two 

gauged by private Ecuadorean entrepreneurs and how shoulddecisions be made on whether or not to proceed? Second, in
situations where governmental approval must be given before aproject can proceed, what is the appropriate evaluative procedure

for officials? Thus, the course deals with the analysis of
projects, first, 
from the viewpoint of a company and, second,

from the perspective of the government. For a developing country
such as Ecuador, this course 
is a highly important one, because

in many cases investment projects, especially ones involving

foreign direct investment, do require governmental review. It is
useful both to future managers in the private sector 
and to
prospective governmental officials to understand the differences
 
in analytical techniques 
involved in project evaluation when
 
viewed from a private and public point of view.
 

Management of Public Enterprises: The efficacy of htis course being required of all students hinges upon the likelyimportance of potential governmental employment for students
following graduation. If significant numbers of graduates can beexpected to become public officials, then this course clearlyshould be part of the curriculum. If, however, this is not the 
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case, then it is 
a course which could easily become an elective
 
in a future iteration of the program. Basically, the course
 
deals with how the management function changes between public and
 
private Ecuadorean enterprises. I
 

Environmental Analysis: In Latin America, companies
 
operate in an environment where the state plays a preponderant
 
role in the economy. Problems of high inflation and drastic
 
shifts in growth cycles are common, and a variety of social
 
institutions, such as unions, have a dramatic impact on corporate

operations. It is important for managers to understand the
 
dynamics of these forces, especially in the Ecuadorean context,
 
how they interact and the ways in which they may affect business
 
operations. This course provides an understanding of the variety

of ways in which private businesses are influenced by the
 
surrounding society, in ways not necessarily con ,idered in
 
companies' decision-making. In any society, developing 
or
 
industrial, such externalities can become quite important, and it
 
is critical for future public and private managers to comprehend
 
their existence and effects.
 

Production and Operations Management: This course is
 
designed to provide the student with an understanding of the
 
environmental and types of problems found in production
 
operations. The main objective of the course is to train
 
students in making sound, cost-effective decisions that improve
 
the productivity of both manufacturing and service organizations.
 

Course coverage includes: defining production and
 
operations management in terms of company and economy needs- the
 
basic tools and analytical approaches to production problems;
 
product design, manufacturing requrirement planning, facility
 
loacation and layout; aggregate production planning, scheduling
 
and inventory policies- and quality control and productivity
 
relations. This course attempts to address the specific needs of
 
the present economic situation in the area.
 

Entrepreneurship: This course has been inserted into the
 
curriculum specifically to meet the needs of the Ecuadorean
 
business community. Most businesses are comparatively small, and
 
this course is directed to the unique problems which confrant
 
such businesses. Managers in smaller businesses need more
 
flexiblity and adaptability than would be the case in larger

enterprises. This course, too, would take advantage of local
 
cases, to the extent that such 
cases could be made avaialble from
 
case writers attached to the institution or from cases written at
 
INCAE or ESAN.
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Agribusiness: The reason for 
this course is, of course,

obvious. Ecuador's major business at 
the moment and for the
 
near-term future is agriculture. This 
course simply analyzes the

special problems which arise in agricultural enterpkises and in

businesses associated with agricultural outputs.
 

Export Marketing: Another needed course in Ecuador is one
 
dealing with identifying markets abroad for Ecuadorean products,
 
or 
potential products, and analizing methods for penetrating

these markets. Included in this course would be a review of
 
international market data sources, discussion of various methods
 
for selling goods abroad and case 
examples of successful (and

unsuccessful) attempts to 
export products from developing
 
countries.
 

Business Policy: Business Policy is 
a capstone course
 
which integrates all of the functional areas in 
the Master's
 
program. It is placed at 
the end of the program after all
 
courses in the managcnaent, finance, accounting, marketing, and
 
economics areas have been completed. The course is best taught

by the case method, with reasonably complex cases which provide
 
an experience in identifying problem areas and devising possible
 
solutions.
 

The emphasis in the course is 
on how the functional areas
 
inopact upon each other, e.g., 
how the solution to a finance
 
problem requires consideration of its impacts upon the marketing,

production and management areas and vice versa. 
 Teams of
 
students, each taking the role of 
a different manager of a
 
functional area, discuss the 
cases and present possible

solutions, along with the ramifications and impacts on all
 
functional areas. These solutions are then critiqued by other

student teams. A by-product of this course is an experience in
 
human relations, teamwork, and taking criticism.
 

English and Other Skills: Interviews conducted with
 
leading Ecuadorean businessmen by the Academic Program team
 
clearly established the fact that facility in English is
 
considered an important tool in conducting business. In
 
developing export markets, dealing with suppliers of imported

technology and services, negotiating joint venture contracts and
 
in a host of other activities, the English language provides

important advantages to Ecuadorean managers. 
 From a purely

academic perspective, facility in the language greatly broadens
 
the range of source materials available to 
students. Although

great strides have been made in the 
translation of business
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textbooks, journal articles and cases, the fact remains that the
 
vast majority of such materials are available only in English.
 
Thus, English language ability is an important asset both in
 
terms of career performance and the enhancement of learning
 

opportunities in the academic program. For these reasons, the
 
curriculum will include training in English as a second language,
 
with regularly scheduled sessions each week.
 

The primary thrust of the program is, of course, training
 

in the basic business administration disciplines. Furthermore,
 

the rigors of an intense 15 month graduate program limit the time
 
available for training and study in a second language. Levels of
 
fluency will also be constrained by the fact that language
 
comprehension can be achieved more effectively in intense
 
immersion-type classes than in those scheduled throughout a
 
standard academic program. Despite these limitations, students
 
who are not already fluent in English will be required to take
 
classes in English, with the goal of achieving a basic competency
 
in English conve'sation and reading.
 

In addition to English, Lhere are other skills which, while
 
not a core part of the curriculum, need to be included. For
 

example, entering students will probably require a brief (two
 
week) sequence of refresher sessions on basic math and analytical
 
skills to be scheduled at the beginning of the school year.
 
Opportunities also need to be provided for such exercises as
 
written analysis of cases. Training in English a week as written
 
case analysis will be carried out in a series of modules
 
interspersed between regular class sessions during the school
 

week. These moduled, combined with out of class assignments
 
which must be carried out on campus will ensure that the students
 
are engaged in a truly full-time program. this type of intense
 
student involvement coupled with the lockstep curriculum will
 
ensure development of project work habits and attitudes.
 

In the next stage of the project the study team will
 
provide an outline of the major topics to be covered and the
 

principal outcome expected for each of the courses dicussed in
 
this report. This next phase of curriculum development will also
 

provide guidelines for teaching methodology and the balance of
 
approaches for each course.
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Table 2 

Fifteen-Month Academic Program 

Faculty Q1 Q2 Q3 Q4 Q5 

Management Data 
Analysis 

Principles 
of 

Management 

Organiza­
tional Be­
havior 

Marketing Marketing 
Principles 

Marketing 
Management 

Business 
Policy 

Finance Principles 
of Finance 

Financial 
Management 

Project 
Evaluation 

Accounting Introduction 
to Computer 

Principles 
of Account. 

Management 
Accounting 

ChieL of Macro-
Economics 

Environmental 
Analysis 

Specialist 
1 

Managerial 
Economics 

Specialist 
2 

Agri­
business 

Specialist 
3 

Public 
Adminis­
tration 

Specialist 
4 

Entrepre­
neurship 

Specialist 
5 

Specialist 

6 

Production 
& Operations 
Management 

Export 

Marketing 

ENGLISHI LANGUAGE TRAINING 


