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Iln accordance with the terms of the Contract between the United
Bvtates Agency for International Development and the University of
Houston this report details the progre s of the Ecuadorian Graduate
Management FProgram during the first contract year of Lhe project.. The
report was preparced jointly by the University and the Fundacion
Frivads KEcuatoriana (hereafter, Foundation). The prcdress of the
project is measured against the objectively veritiable indicators

.
utilized in the logical matrix framework prepared by AlD-Quito in July
1986 i.e., Ecuadorian Faculty, Academic Program, Administration,

Physical PFlant, Applied Research and the ndowmeni. Fund.

1. Ecuadorian Faculty

A major goal of the project is the training of Kcuadorians at the
Ph.D. lavel to serve as the permanent full-time faculty of the
Institute. Funding was provided both within the Houston contract and
directly by AID to support ten Ph.D. candidates. In addition., one
candidate, Maria Bugenia Arias, previously funded by AID, was

completing her training at Yale. buring the feasibility study phese
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ot the project. the University of Houston and the Foundation conducted
preliminary interviews with more than twenty-tfive candidates for the
Fh.D. program. During the second and third quarters of the contract
vear an additional thirty candidates were interviewed. From these two
groups twenty-two candidates were selected for additional review by
the Universities that comprise the consortium. At the end of the
fourth guarter of the contract vear, tour of the applicants had been
approved ror admission, three at the University of Houston and one at
Indiana University. These applicants will require final approval by
the Foundation, in order to initiate the scholarship process with AID.
They =hould hegin classes in the United States at the beginning of the
Bpring semester, 1988, Meanwhile, the review process will continue,
tao select additional students for the Fh.D. program, until the quota
ot 10 has been filled. During this year, Maria Kugenia Arias
completed her course work at Yale, and accepted a full- 1 ime tacntty
position with the Institute. During the first year at the Institute,
she will be teaching courses and completing her dissertation.

Vne major impediment in the selection process of Fh.D. candidates
has been the requirement of Colleges of Business Administration that
the candidates have taken the GMAT (Graduate Management, Admissions
Testy, the standardized @Xam required for the admission into graduate
business programs. Although most of the candidates initially
submitted tor consideration had obtained Masters Degrees in the United
States. Lhis was nol. considered sufficient evidence of e ability to
perform succoasstaliy a Ph.D. program. However, 1Lhe Colleges of

Business in Houston and Indiana did agree to give special
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consideration to candidates trom the project, with the understanding
that Lhose adwitbted Lake Lhe GMAT betore the and ol the I'irsl Year of
studias in Lhe United States.

In terms of future candidates, the issue of tLhe GMAT regui remant,
will have to be resolved on a case by case basis. The possibility of
having future applicants take the test is limited by two factors: 1.
The test is administered only once a year in Ecuador and .
historically foreign sutdents have done poorly on such standardized
tests, despite, in many cases. subseguent success in the U.S. graduate
PLOErams . furthermore, initial success on the part ot the Tirst
candidates admitled to the doctoral programs should ease the
admissions process tor future applicants.

LI. Academic Program

The major tasks in this area during contract year one included
recruitment ot taculty to teach courses during the first academic
year.

In terms of faculty recruitment, this etfort was gquite successful
as contractual agreements were reached with threee protfessors, Dr.
Robert Milbrath (Accounting) Dr. Dan French (Finance) and Ms. Maria
Kugenia Arias (Organizational Behavior). In addition, Dr. Ben Crosby
of INCAE has agreed to teach the courses in Environmentasl Analysis and
Fublic Administration. Contract negotiations were initiated with Dr.
Charles Chase to Fill the position of Professor of Marketing,
elfective June, 14988, With these arrangements, all courses through

the irst three trimesters of the academic year (i.e. January 1988 -

veptember 1988) can be coverad. However, part-time faculty will be



needed to teach 6 additional courses, and the University will attempt
to program at least 2 of these part-time taculty for the thiced
trimester, since this falls during the summer break period ror U.y.
universities when professors are more readily available tor short-term
assignments of this nature. But at a minimum, the University has
already developed the core faculty needed for the sucecesstal
functioning of the Institute.

student recruitment is the other key factor in the development of
the academic program. The most important "product” of the Institute
will be its graduates. It is, therefore, essential to secure a highly
qualified group of candidates for the tirst class. Recruitment
efforts began with the preparation of =a publicity folder. review ancl
refinement, of the curriculum. initiation of a scholarship tund by the
Voundation, aad preparation of application materials. In addition.
Dr. William Kentforth, of Florida International University, prepared an

.

admissions exam and interview guide. The recruitment campalgn began
iln earnest in June with newspaper announcements, followed by a series
ot informational meetings in Guayaaquil, Quito and Cuenca. In
addition, presentations on the masters Program were made to Chambers
of Commerce and Industry in these three cicies, and meetings were held
with dirvectors of leading public sector corporations such as the Hanco
Central , Uorporacion Financiera Nacional, and the BSuperintendencia de
Companias. Announcements have also been published in the Bulletin and
Revues ol the various chambers . Initial response to the recruitment
efforts was very positive, with over two hundred potential candidates

attending the informational meetings. Additionally, three public



sector enterprises agreed to send candidates to the Institute. T'he
exam process bagan in August, with a total of 36 candidates Laking the
tirst exam in Wuayaquil and Quito. Furthermore, Lhe Woundation's
scholarship campaign secured 10 scholarships tor bLhae losliLote L
addition, Mr. Marcel Laniado, President of the boundating aond Banco
del Pacifico, arranged a special line of credit for students. The
Foundation also opened negotiations with IECE, the source of public
educational losns, in order to create a second line of credit for
students.

A major stumbling block in the process of recruitment is the tact
that the masters program is on a full-time basis. There simply does
not. ex’st in Ecuador at this time a program of higher education which
is conducted on a full-time basis. As a result, potential students
are concerned about financing their schooling and leaving their jobs.
More importantly, private sector firms are unwilling to release their

v
emplcyees on a full-time basis, citing the already critical shortage
of well trained professionals which they ftace. As a result, the first
class will probably be smaller than the 35 students projected in the
feasibility studies.

The University and the Foundation have considered the possibility
of a part-time program. However, this raises the risk ol lowering the
quality of the Institute’s courses. [n Ecuador, part-time programs
are interpreted as meaning a full-time job and limited dedication to
education. It appears preterable at this stage of the proiect to

continue eftorts to market Lhe full-time program which will be

botstered by the beginning of classes and the concrete evidence they



will provide of the quality of the program.
[IT. Administrative

The principal goals within the administrative area of the project
during year one were the tfollowing:

1. Ureate a core staff to administer the project in

Ecuador.

2. Establish a system of tracking and reporting on-site
expenditures and reimbursements.
3. Develop a payroll system for Ecuadorian employees.

q. Create a legal entity through which the iiversity

could function in Ecuador.

wubstantial progress was made in all four areas.

1. The [nstitute now has a staff of 13 including the Financial
administrative director, Executive Programs/Student admissions
director, Foundation liaison, assistants, secretaries etc. This group
has provided the “"critical mass” necessary to push the project forward
on a very demanding time schedule. Several positions still remain to
be tilled. Gurrently the Financial/Administrative Director and the
Executive Programs/Student Adminssions Directors are tfilling dual
roles and searches are underway to f_..l professionals who will £ill
the posts in Admissions and Finance on a full-time basis. These
posit.ions have been advertised on numerous occassions, and the fact
that, they are not yet filled reflects the basic reason for the
existance of the Institute itself, i.e., the severe shortage of highly
traived professional in Ecuador. However the continuing etfforts to

recruil for these positions should result in the filling of these



posts during the tirst guarter of contract year 2. Un an as-needed
basis addilivn=al hirvings will also be made tor secretaries,
Lravnstators and case writers Lo bring the tull complement of statf up
to approximately twenty-five.

2. To fund local expenses in Ecuador, the University established
an lmprest bFund (a revolving tund) to cover these expenditures. Also
during this period. the Universtiy created a specific set of
procedures for management and tracking of these funds that is in
compliance with its own accounting procedures and ALD reporting
requirements.

3. Atthoug., the payment of Ecuadorean support personnel is
covered by the lmprest und expenditures, this system does not provide
a complete payroll system with deductions, benefits, ctc. During this
year the University secured bids from 3 accounting firms and signed a
contract with Deloitte, Haskins and Sells (DHS) to develop and
implement a payroll system which should be in place by the end of the
first quarter of the second contract year. Although the system will
initially be managed by DHS, it will specifically be designed to bhe
transterable to the lnstitute to provide a portion of the school’s
permanent [inancial system.

1. An important part of the long term development of the
Institute is its legal identity. The Foundation possessas 1ts own
legal identity, but the Institute, per se, does ot appear in the
statirtes of the Moundation. The University’s concern in this area was
the creation ol an entity through which it could legally operate in

Kcuador to carry out such project related tasks as hiring ol permanent



personnel, signing of contracts etc. At the same time, the foundation
is anxious to have a formal agreement with the University which
specifies the roles, responsibilities and authority of each side in
the development of the Institute. The purpose of that document would
be to link the existing agreements between the Foundation and ALL. and
the University and AID, and to provide a legal existence tfor the
Institute. A convenio or agreement between the Foundation and the
University has been drawn up along with a set of statutes for the
Institute. Once signed, the agreement would provide the formal
framework for the collaborative effort between the University and the
Foundation, as well as giving legal identity to the Institute. The
dratt. agreement will be reviewed by the University’s and AID’s
lawyers, and signed during the first quarter of the second contract
vear.
IV. Temporary Site

Although the Institute will eventually occupy a permanent site,
provisions had to be made for the school to operate in a temporary
building during its first academic year while a permanent site was
selected, and the structure designed and constructed. Six possible
locations were ovaluated in the Guayaquil area basaed on CLhe following
criteria:  quality ot construction, accessibility, availability oy
parking and phone services, and cost. Based on these evaluations a
building owned by the Fleischman Company of Ecuador was leased by the
Univesity in May, with Mr. Marcel Laniado serving as guarantor for the
University.

Although the site was previously utilized as an office facility,



it did require remodeling to adapt it to the Institute’s needs. These

modi Cicat joms incetaded the acddition OF two Taacnlty ollices, remoceling
ot v A lewae Tooe classrooms and a library and the addition of a
cafetaria. ‘l'he remodeling was initiated in the last quarter of the

contract vear., and will be completed in the first quarter of the
second year. Equipment and furniture were also purchased for the
site. These purchases included a van, computers, typewriters, office
furnishings, telephone system, etc. An important consideration with
all such purchases, was their transtferability to the pPermanent site.
[n addition, Mr. Tom Bloch, the INCAE librarian, was hired as a
consultant Lo Lhe Institute to develop a list for the core collection
ol the Library. Mr. Bloch prerared a list of 2,000 items which the
Institute is now in the process ot ordering. In addition Mr. Bloch
provided assistance in designing the temporary library ltacility.

Given the progress made in these areas, the temporary site

R
remodeling is now on schedule and should be ready for the beginning of
classes on December 7, 1987,
V. Physical Plant (Permanent)

Durirg the first contract year the Foundation has assumed the
primary responsibility for the development of the permanent. site. The
Foundation has been offered a donation of 5,000 square meters in the
Los SBamanes area of the Alborada urban development. In addition,
architect Nelson Riofrio has developed a preliminary design for the
permanent site, and has submitted a contract to the University for the
development. of technical studies (structural, electrical, etc.)

required tor actual consbruction.
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One limiting factor of the donation is its size. The current
design of the permanent building includes a main building and an annex
with 2000 5@uare meters of construction space. That tacilily and the
parking area occupy virtually the entire 5,000 square meters, having
little or no room for future construction, recreational areas, etc.
For that reason, the Foundation has requested an increase in the size
of the donation. Alternate sites which are for sale have been
considered, but the major stumbling block remains the cost of land
outside the Guayaquil metropolitan area which ranges between $12 and
$30 US per square meter. Purchase of a complete site area or
purchases to supplement the existing donation in Los Sumanes would
require an increase in the current budget for the project since such
purchases were not considered in the original projcct plan.
VI. Applicd Kessarch

Undes: the category of applied research are included executive

v

development, programs, case development and research. In terms of
executive programs, the Institute sponsored two presentations during
the fivst contract yvear, one by Dr. Gerald Meier, of Stantord
Universtiy, on issues of development and a second by Dr. Kobert
neiler, ol Lhe Universtiy of Houston, entitled "Using BFinaucial
“tatements in Making Managerial Decisions”. The first seminar was
presented on a no-cost basis to the members of the Foundation in
september, 1986, as a symbol of the project’s initiation. 'The second
program was presented in two parts: a three day seminar for mid Jevel
managers and a one day seminar for general managers. Kach of the

Latter two seminars drew 45 paid participants, with a number of

10
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additional applications returned due to space limitations. “The next
seminav Lo bae presenled will be on the subiect of marketing which is
scheduled Lo ey prasan e during the first quarter of tha sacondd
contract year.

The Institute, in addition to planning a series of such seminars
during the second contract year, is also seeking longer Lerm Lraioning
program with public and private institutions. Such programs would be
designed to meet the specific needs of the individual corporations.
They provide several advantages over seminars aimed at the corporate
community as a whole: 1. they allow for more etfective long-range
planning by the [nstitute and 2. the costs of marketing and promotion
are considerably reduced. The Institute has been pursuing several
such possibilities with CEPR (The national oil company ), the
Corporacion Financiera Nacional (a national development financial
institution), the Banco Central and the Banco Continental and the

R
Ministry of Health. A proposal for training 120 managers has been
submitted to CEPE, while discussions are in the explanatory stage with
the other institutions. The major drawback Lo accivity in this area
is manpower. Until the full-time taculty members Join the Institute
in BSeptember, the school will not really have the ability to carry out
such programs. In addition, the director of executive Programs needs
to be relieved of her responsibilities in the student recruitment and
admission process to devote full-time to these projects. That
separation of functions will take place in the first quarter of Lhe
second conlract year.

tThe Institute has also established verbal agreements with the

11



corporate members of the Foundation to allow the Institute’s tfaculty
to develop cases. Again, further development of this aspeclt of the
program awaits the arrival of the faculty.

VII. Pund Kaising

During this term, the Foundation'’s members has been sucecessful in
maintaining the core of 23 companies contributing their donations to
the endowment fund.

This group ot companies represents Ecuador’s largest firms in such
areas as banking, cement, sugar milling, oils and fats, magazines and
newspapers, advertising and construction materials.

Firm commitment of FPI members has been demonstrated by the fact
thalt members in general have been donating for four vears to the
project without. interruption. A few companies that have run into
temporary money shortages (due to strikes or other causes) have
withdrawn from the donating list for short periods and come bhaclt as a

v
full donating member as soon as the difficulties have been resolved.

The Foundation has considered that a full effort in fund raising
at the national level would be much more successful once the academic
activity starts.

The Foundation has also been very much interested in being able to
Ppresent. a elear relation of responsibilities and authority ol each
side in the development of the project stated in a Joint document and

statutes for the Institute,



