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In accordance with the terms of the Contract between the United 

5tates Agency for international Development and the University of
 

Houston this report details 
the progr s of the Ecuadorian Graduate
 

Manatement Program during 
 contractthe first year of the project. The 

report, was prepared jointly by the University and the fEundacion 

Privada i cuatoriana (hereafter, Foundation). The prcz'ress cf the
 

project is measured against the objectively verifiable indicators
 

utilized in the logical 
 matrix framework prepared by A1D--Wuito in July 

1986 i.e. , E]cuadorian Faculty, Academic Program, Administration, 

Ph y s i.cal Plant, Applied Research and the Endowment Furid. 

1. Ecuadorian Faculty 

A major goal, of t}he project is the training of Ecuadorians at the 

Ph.b.I) ,o as- -;veJ.serve the permanent fulJ.-titie faculty of the 

I nst,i Lite. [lunding was provided within theboth flost-,on contract and 

di't-r.c ly by AID tj support ten Ph.D. candidates. In additi.ol , otie 

candidate, Maria Eugenia Arlas, previously rfunded by AiD, Was 

completing her training at Yale. During the feasibi lity stludy phase 
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of the project, the University of Houston and the Fo,.indat.on conducted 
preliminary interviews with more than twenty-five candidates for the 

Ph. I.). program. During the second and third quarters of the contract 

year 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 quarter of the contract 
year, four of the applicants had been 
approved for admission, three at the University of 
Houston and one at
 

Indiana University. These applicants will require f.i.nal approval by
 
the. ?oundation, in to
order initiate the scholarship process with AID. 

They sho,uld begin classes in the United States at the beginning of the 

Spring se,mster, 1988. Meanwhile, the review wit..process con t.inue,
 
to select additional students for the 
Ph.1). program, un til the quota
 

of 1u has been filled. 
 During this year, Maria Eugenia Arias
 

conip .l~ete~let' course work Yale,
at and accepted a Vu1l. line l:aci 1.ty
 

posiLl, i,rjwi.:-L t.lie InsLit', .e. During the I irst year at t-he 
 Iris titute,
 
she will be tLeacling courses 
 and completing hier dissertat iion.
 

Une majo"r imp'ed.imert in the selection process P-h. 0.
of candidates 

has been lthie requirement of Colleges of Business Admini. s.ration that 

the ,carididates have taken the (IMAT (CGraduate Management AdmLssions 

'lst , t, :tandardi zed exam required for the admi. ssion i.nto graduate 

bus ine;s prgram. Al though most, of the caridida tes Un iti.a].Ly 

submitted 
torr connsidration had obtained Masters Degrees thein United 

S, at es , I. Vt s :,t,cons.de red -ftuffici.-0rt ,v.1derice ol: l1he:: at. ii-Iy to 

perfo ri suc,'..ss lu iy Ph.D. program.a Howeve r, the Co,.l ,ges of 

Business in HouE;ton and Indiana did agree to give speda;.1 
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consideration to candidates from the project, with the understanding
 

that Lhus,: L laIe;dw i ak.e.l:Iie (MAT betore t;lie eand oi the rsl., year ofIi 

Ili , Qi Lrhe ini ted -tat .s
 

In terms of future candidates, the issue of 
Lhe GMAT i',.- i,"rerment 

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 Y.
 

historically foreign sutdents have done poorly on 
such standardized
 

tests, despite, in many cases, 
subsequent success 
in the U.S. graduate 

p]ograms. Fiurthermore, initial success on 
the part of the first
 

candidates .admi.tted to the doctoral programs should ease the
 

admissions process for future applicant.s.
 

[I . Acaem Qi Jrogram 

The majur tasks in this area during contract year one 
included
 

recruitment of 
 faculty to teach courses during the first academic
 

year.
 

In Iterms of faculty recruitment, this effort was quite successful 

as coitractuat, agreements were reached with threee professors, Dr. 
Robert Milbrath (Accounting) Dr. Dan French (Finance) and Ms. Maria 

Eugenia Ar'ias (Organizational Behavior). In addition, Dr. Ben Crosby 

of INKAIE has a{r'eed to teach the courses in Environmen La.l Analysis and 

Puhbic Admini strat ion. Contract negotiations were in i. lialed wlt.;h Dr. 

GharLes Chase to fill the position of Professor of Marketing, 

elfect,ive J.une, 1988. With these arrangementts, aL courses t, rough 
thei. ..I..three trimesters of the academic year (i.e.January 1988 -


Septembler 1988) 
can be covered. However, part-time faculty will be
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needed to teach 6 additional courses, and the University will 
attempt
 
to program at least 2 of these part-time faculty for tLhe third
 
trimester, since 
 this falls during the summer break period -,r U.S. 
universilies when professors are more readily available for short-term 
assignments of this nature. But aat minimum, the University has 
already developed the core faculty needed for the successful
 

functioning of the Institute.
 

Situdert 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 
quali.fied group of candidates for the first class. Recruitment 
efforts I-gan, with the preparation of a publicity folder, review and 
refinemUnt ol the curriculum. initiation of a schol.arship fund by the 
lWo'ndatior, and p:eparation of application materials. In addition,
 
Dr. Wil. .Lm }enftorth, of Florida Internatitonal University, prepared 
 an 
admissions ,xam and interview guide. The recruitment campaign began
 
.in earnest 
 in June with newspaper announcements, followed by seriesa 
of informat.iconal meetings in Guayaquil, Quito and Cuenca. In
 
addiLion, presentations 
 on the masters program were made to Chambers 

of Comm,-r. and industry in these three ciries, and meetings were held 
with directors of leading public sector corporations such as the l anco 
Central, .o.poracion 'inanciera Nacional, and the uper intendencia de 
Comparias. Announcements have also been published in the Bulletin and 
RiPvues of the various chambers. Initial response to the recruitment 

efforts was very positive, with twoover hundred potential candidates 
attending the informational meetings. Additionally, three public 
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sector ent.erpr'ises agreed to send candidates to the Jnstitute. The 

exam pr. s b.legA in-,-s.i gi|W w it a o .I. ")f 16 (.i dl.idat Les Laking the 

first, exam in Guayaqui. arid Quito. F'urt.hcrmore, Ilie-, 'i.irid rit..on's 

scholarship c,m.npaign secured 10 schcd arships 1-or t.lJi; liil i Lu,, 1.ri 

addition, Mr. Marcel Laniado, ['resident, of the [ii' dal.i-ri | ind Barico 

del. Pacifico, arranged a special line of credit for students. The
 

Foundation also opened negotiations with IECE, the 
source of public
 

educa:ional loans, 
in order to create a second line of credit for
 

student,s. 

A major stumbling block in the process of recruitment is the fact 

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, potentia.l students 

are 
concerned about financing their schooling and leaving their jobs.
 

More importantly, private sector firms 
are unwilling to re.ease their
 

emplc yees on a full-time basis, citing the already critical, shortage 

of well trained professionals which they face. 
As a result, the first
 

class will 
pcobably be smaller than the 35 students projected in the
 

feasibili ty studies.
 

The University and the Foundation have considered the possibility 

of a part-time program. However, this raises the risk of J.owering the 
quality of the Institute's courses, in Ecuador, part-time programs 

are interpreted as meaning a full-time .job and limited dedication to 

ed|ucatLion. t1;appears preferable at this stage of the project. to 

continue eltc 'ts to market the full-time program which wi..I 
be
 

ho lstet'ed 
by the beginning of classes and the concrete evidence they
 



will provide of the quality of the program.
 

II. Administrativye
 

The principal goals within the administrative area of the project
 

during year one 
were the following:
 

1. C.reate a core staff to administer the project in
 

E,c,.uado r. 

2. Establish-i a system of tracking and reporting on-site 

expenditures and reimbursements.
 

:3. Develop a payroll system for Ecuadorian employees. 

4. Create a legal entity through which the Hr.iversity 

coUld function in Ecuador.
 

Substantial progress 
was made in all four areas. 

I. The Institute 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 pro.ject forward 
on a v-ry demanding scheuule.time Severa]l positions stil. remain to 

be filled. Currently the Financial/Administrative Director and the 

Pxecu Live Programs/Student Adminssions Directors are filling dual 

ro.les and searches are underway to f.,J professionals who will fi.ll
 

l, pos ts in Admissions and Finance on
Ii a fu.tl-time basis. TIhese 

posit icns have been advertised on numerous occassions, and the fact 

tlhat they are not yet filled reflects the basic reason for the 

existance of the Institute itself, i.e., the severe shortage of high. y 
t.raitied professional Ecuador.in However the continuing efforts to 

rec'uitL for these positions should result in the filling of these 
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posts during I.he irst quarter of contract year 2. On an as-needed 

Iasis -id,il ij no. ~i.inys w jl J 5s be made for secretaries,
 

trans Ila uS .u~l
is ,as wr.it-,,rs to bring the full complement of staff up 

to approximately twenty-five. 

2. To fund local expenses in Ecuador, the University established 

an imprest Fund (a revolving fund) to thesecover expenditures. Also 

during this period, the Universtiy created specifica set of
 

procedures for. management 
 and tracking of these funds that is in
 

compliance 
 with its own accounting procedures and AID reporting
 

requirement.s.
 

3. A 1 houg", the payment of Ecuadorean support personnel .is 

covered by the imprest Fund expenditures, this system does not provide 

a complte payroll system with deductions, benefits, etc. During this 

year the University secured bids from 3 accounting firms and signed a 

contract with Deloitte, Haskins and Sells 
(DHS) to develop and
 

implemnt 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 be 

trans1:rabloIto the Institute to provide a portion of the school's 

permanent I [rane i.a]. system. 

/I. An important part of the long term development of the
 
Institute K its 
legal identity. The Foundation possesses its 
own
 

legal ,L,nl:i.ty, but the Institute, per se, does ol; appear in 
 the 

sl,a ,,tos of tlhe Foundation. The University's concern in this a rea was 

the creation of an enti ty through which it could legally operate in 

Ecuador to carry out such project related tasks as hir. ing ol permanent 
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personnel, signing of 
contracts 
etc. At the same time, the Foundation 

is anxious to have a formal agreement with the Universit:,y which 

specifies the roles, responsibilities and authority of 
each side in
 

the development the(f Institute. The purpose of that document would 

be tio I.ink the existing agreements between the Foundation and Alb. and 

the Uiversity and AID, and to provide a legal existence for the
 

[nstitte. 
 A convenio or agreement between the Foundation and the
 

University has been drawn along a of
up with set statutes for the
 

Institute. Once 
 signed, the agreement would provide the formal
 
framework for the collaborative 
 effort between the University and the 
lFo'undatjion, as aswell giving legal identity to the Institute. The
 

diFtft a ?,*reement will be 
 reviewed by the University's and AID's
 

lawyers, and signed during the 
 first quarter of the second contract 

year. 
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IV. Tem rary ) 

the Institute will eventually occupy a permanent site, 
provisi.ons had to he made for the school to operate in a temporary 

btijiding during its first academic year while a permanent site was 

selected, and the structure designed and constructed. Six possible 

.1ocL;-.i on .; were ova.luated in the G(iayaquil area basod on thie 1o1.! ow.ing 

Cr i rerj.a: qualit.y ot construction, accessibility, availabiJ.ity ,1' 

parkirig arid pho:.,ne services, arid cost. Based on these evaluatiorns a 
bui l di.rig ownr-d by thle F+'leischman Company of Ecuador was leased hy the 

IJnli\Csis .y in May, with Mr. Marcel Laniado serving as gua;-rantor for the 

Although t.he site was previously utilized as an office facility, 
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it did require remodeling to adapt it to the [nstit:ute's needs. These 
mudili.,i, i l Jlu l I Ie adliti,-n o t 1wo ta,.iI.lly oll.ices, r'emodeling 

1II... . ,, 'la.ssr'oms and a lihbrary " I 
and the additi.on of a
 

cafeteria. The remodeling was initiated 
in the last quarter of the 
contract year, 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 transferability to the permanent site. 

[n addition, Mr. Tom Bloch, the INCAE librarian, was hired as a
 
consultant 
 to the institute to develop a list for the core collection 

of the Library. Mr. Bloch prepared a list of 2,000 items which the
 
:Institut.te is 
 now in the process of ordering. In addition Mr. Bloch
 
provi.ded assistance in designing the temporary 
 library lfac..ility. 

Giver the progress made in these areas, the temporary site
 
remodel ing is now on schedule and should be ready 
 for the beginning of
 

classes on December 7, 1987.
 

V. 	 thy.qca __lant (Permanent) 

)urirg 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 Samanes area o: the Alborada urban development. [n addition, 

architect Nelson [iofrio has developed a preliminary design for the 
permanent site, and has submitted a contract to the lni versity for the 
development, of technical studies (structural, electrical, etc.) 

requi red for act;ua. construction. 
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One 	limiting factor of the donation is its size. 
 The current
 

design of the permanent building includes 
a ma.in building and an annex
 

with 2000 square meters of construction space. That. tai.Ii.Ly and the
 

parking area occupy virtually the entire 5,000 square meters, having
 

little or no 
room for future construction, recreational areas, etc.
 

F'or 	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
 

outsside 
the 	Guayaquil metropolitan area which ranges 
between $12 and
 

$30 JS; 
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 wer'e not considered in the original project plan.
 

V1. 	Appi:i ,dlgseach
 

ine7 the 
 category of applied research are included executive
 

devel.opmeLt, programs, 
case development and research. 
 In terms of
 

executive programs, the 
Institute sponsored two presentations during 

the IirsL contract year, one by Dr. Gerald Meier, of tlan,ford 

Universtiy, on issues of development and a second by Dr. 	Nobert
 

Sei.eler, ol the Universtiy of Houston, entitled "Using F'inanci.al.
 

Statement.s in Makig Managerial Decisions". 
 The first seminar was
 

presented on a no-cost basis 
to the members of the F'oundation in 

September, 1986, as a 3ymbol of 
the project's initiation. The second
 

program was presentted 
in two parts: a three day seminar for mid level. 

managers and a one day seminar for general managers. Each of the
 

latter two seminars drew 45 paid participants, with a number of
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additi.onal 
applications returned due to space .limitations. The next 

semina .' L.o Ie preser-;Led w.i i I.be on the subjel of Uiarh-t i rig which is 

s5:cliituuJ .Jl 
I- 1,0a ;,-;,I rirg,'ll lhe [irst, quarte ,r Lhe se.,.ucI
 

Wontract year.
 

The Institute, in addition to planning a 
series of 
such seminars 

during the second contract year, is also seeking longer term training 

program w.ith 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
 

communit'-y as 
a whol.e: 
1. they allow for more 
effective long-range
 

planning by the [nstitut.e and 2. 
 the costs of marketing and promotion 

are consi.da.ably reduced. The Institute has been pursuing several.
 

such possibilities with CEPE (The national oil company), the
 

Corporac ion IFinanciera Nacional 
(a national development fi nancial.
 

inst.itution), 
the Banco Central 
and the Banco Continental and the 

Ministry of H-Jealth. A proposal for training 120 managers has been
 

submi tted 
to CEPE, whil.e discussions are in the expJanatory stage with 

the other institutions. The major drawback to activity in 
this area 

is manpower. Ulntil the full-time faculty members join the Institute 

in September, the school will 
not really have the ability to carry out
 

such prog'ams. in addition, the director of 
executive programs needs
 

to be rel ieved of her responsibil ities 
in the student recruitment and 

admi ssion process to devote full-time to these projects. 
 That 

separation of functions wi.ll take place in the first, quarter of the 

secornd con tract year. 

The Inst.it ute has alIso established verba.l 
agreements with the 
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corporate members of the 
 oundation to allow the 
Institute's faculty
 
to develop cases. 
 Again, further development of this aspect of 
the
 

program awaits the arrival of the faculty. 

VII. F'und Raisi..ng 

During this term, the Foundation's members has been successful in
 
maintaining tie core of 23 companies contributing their donations to 

the endowment, fund. 

This group of companies represents Ecuador's largest firms in such 
areas as banking, cement, sugar milling, oils and fats, magazines and 

newspapers, advertising and construction materials.
 

l"irm comi1it'ment of 
 FTE members has been demonstrated by the fact 
that members in genera], have been donating for four years to the
 
project withonut interruption. 
 A few companies that have run 
into
 

temporary money shortages (due to strikes or other causes) have 
with<drawn from the donating list for short periods and come back as a
 
full donating 
 member as soon as the difficulties have been resolved. 

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

activity st'trts. 

TVe F+ourdation has also been very much interested in being able to 
presnt a cl,ear relation of responsibilities and authority o. each 
side in Ihe deve.l.opment of the projiect stated in a joint document and 

s ta t,.it,-s 1(:,.' the i tisti. tute. 
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