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EXECUTIVE SUMMARY OUTLINE
 

EVALUATION PURPOSE
 

The purpose of the eval'lation, as stated by the Mission
 

Director, was to provide answers 
to four basic questions:
 

1. 	 Did Project No. 518-009 accomplish its purpose?
 

2. 	 If it did not, why?
 

3. 	 Should the Project be continued or extended?
 

4. If the Project is to be extended, how and in what form?
 

EVALUATION RESULTS
 

1. 	 Did the Project accomplish its purpose?
 

YES : Within the stated purpose of the Project
 
Document.
 

NO : In relation to the measure of achievement of an
 
increase of US$ 63 million in exports of
 
non-traditional agricultural exports by the PACD.
 

2. 	 If it did not accomplish its purpose, why?
 

a. 	 The original Project design was incomplete and
 
faulty.
 

b. 	 The Outputs were insufficient to accomplish the
 
Purpose.
 

C. 
 The measures of achievement were overestimated and
 
inappropriate and did not allow for the time lag

inherent in agricultural export products.
 

d. 	 The budget was insafficient and not realistic.
 

e. 	 The time required to develop and change attitudes
 
of participants or potential paiti.cipants was not
 
taken into consideration.
 

f. 	 The Project wds noL managed properly nor 
adequately by USAID. 

g. 	 There was rno contdinuit./ of technical assistance, 
advisors or iranugemerit. 

h. 	 The investment credit tacility did not perform as 
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expected and there were too many delays.
 

i. 	 The contract or agreement between USAID and the
 
Central Bank was confusing and caused delays in
 
implementation.
 

3. 	 Should the Project continue or be extended?
 

YES 	 The Project has made important gains which
 
should not be discarded and it should be
 
extended as a redeveloped Phase II effort. The
 
activities completed by the current Project can
 
be considered to be a Phase I effort setting the
 
stage for a Phase II developmental effort.
 

4. 	 If the Project is to be extended, how and in what form?
 

a. 	 The new design should be developmental. It should
 
stress technical assistance and the development of
 
a production and marketing base from which to
 
launch 	a full-scale export marketi ig program.
 

b. 	 The Project redesign should be undertaken
 
immediately before the current PACD.
 

c. 
 The Project re-design should be undertaken by a
 
team of specialists consisting of a marketing

economist/marketing specialist and a financial/
 
organizational specialist, plus ancillary inputs.

The re-design can be accomplished in 45 days with
 
a total of 100 person/days.
 

d. 	 The Phase II Project should be based upon a
 
strategy to be developed and adopted that
 
utilizes the systems approach and provides

technical assistance, commodities, and training.
 

e. 	 The new design should be ouilt upon the gains
 
already made and should utilize the basic
 
institutional structure that is now in place.
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SECTION I
 

INTRODUCTION
 

A. Assessment/Evaluation Purpose
 

The purpose of the evaluation, as stated in Delivery Order
 
No. 11. PDC-14061-00-7007-00 is to thoroughly analyze the
 
structural components of the Non-Traditional Agricultural Export

Project (Project No. 518-0019) and to assess the direct impact

that each of the components has had on production, export, and
 
employment generation in the non-traditional agricultural sub­
sector during the lifetime of the Project. (Implementation:
 
September, 1984. PACD: June 30, 1988.)
 

In the briefing meeting in USAID Ecuador, the mission
 
director was emphatic in his instructions to the assessment team.
 
The mission wanted direction as to what to do and how to do it.
 
In essence, the purpose of the project assessment was to provide
 
answers to four questions:
 

1. Did the Project achieve its purpose?
 

2. If it did not, why?
 

3. Should the Project be extended or continued?
 

3. If the Project is to De continued, in what form and how?
 

B. Methodology
 

The assessment team consisted of 
a finance specialist, an

institutions specialist, and an agricultural production and
 
marketing specialist. To develop the base for the assessment the
 
activities of the Project and the functioning of the sub-sector
 
were examined from three aspects; 1) the financial aspects; 2)

the institutional aspects; 
and 3) the technical and operational

production and marketing aspects. 
 The team studied all available
 
documents, correspondence and pre-project studies and interviewed
 
participants, non-participants, producers, exporters, would-be
 
producers/exporters, bankers, ministry officials, officers of
 
public and private institutions, and individuals and
 
representatives of companies and agencies involved in or related
 
to the non-traditional agricultural export sub-sector. The areas
 
visited and studied included: Quito and surrounding areas;

Guayaqull and surrounding areas; Manta and surrounding areas; 
and
 
Cuenca and surrounding areas.
 

The findings were then applied to the four project

components and the stated project outputs to determine whether
 
the project had achieved its purpose. The information and insight
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developed as a result of the examination of the sub-sector was

utilized as the basis for a determination of the overall worth of
 
the project and its future direction.
 

C. 	 Project Goal, Purpose, Activities, Outputs (Verifiable
 
Indicators) and Target Group
 

Non-Traditional Agricultural Export Project
 
Number: 518-0019
 

1. 	 Project Goal
 

The goal of the project is to promote economic growth

through the accelerated development of non-traditional
 
agricultural-based exports.
 

2. 	 Project Purpose
 

The projert purpose is to promote non-traditional
 
agricultural-based exports.
 

3. Project Activities
 

The project purpose will be achieved by:
 

a. strengthening the capacity of existing private

sector organizations to provide support services to agribusiness,

including facilitating contacts between Ecuadorean firms and
 
external sources 
of technical and marketing information and
 
investment;
 

b. supporting a more active and effective role for the
private sector in promoting GOE policies and strategic planning

which favor agribusiness and export development; and
 

c. providing complementary financing to help carry to
 
fruition specific agribusiness ventures generated under the
 
project.
 

4. 	 Project Outputs
 

a. A self-financing, computerized trade and investment
 
intermediation service.
 

b. A series of six trade workshops, bringing together
 
Ecuadorean agribusiness and foreign and national experts.
 

c. Twenty-seven trade and investment missions between
 
Ecuador and the U.S.
 

d. At least three major analyses of public policies
 
relating to export promotion, and strengthened private sector
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efforts to advocate improved policies.
 

e. Approximately eight strategic-level studies of

international prospects for Ecuadorean agribusiness products that
 
have high export potential.
 

f. Ten model feasibility studies to promote certain
 
specific proiucts.
 

g. Financing of at least 30 pre-investment studies
 
for export-oriented projects undertaken by private 
firms.
 

h. A line of credit to help finance approximately 27

export-oriented agribusiness projects with an 
average total value
 
of $220,000 each.
 

i. A private sector Agribusiness Advisory Board to
 
facilitate improved communication among sector leaders, the GOE,

and USAID, particularly on important policy issues affecting

agribusiness and agribusiness exports.
 

5. Project Tarqet Group
 

a. Private-sector groups which will implement the
 
various project activities.
 

b. Selected agribusinesses which are oriented to
 
production of non-traditional goods for export.
 

c. Income and employment generation for industrial 
workers in agribusiness, for farmers arid farm laborers, and for 
supply firms which sell inputs to agribusiness enterprises. 

6. Project Components
 

a. Information and Support Services
 

i. Intermediation 
ii. Automation/Computeri zation 

b. Policy and Planning 

i. Studies (4 phases) 

(1) describe and analyze local production,
processing, and marketing sy'stems for selected products with 
export potential.
 

(2) ta p into cormpute-iz ed dat a beases in the U.S. 

(3) tap knowledge of experience(d traders in market 
countries to ascertain logistics, regulations and procedures of 
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exporting.
 

(4) model "feasibility studies of selected high

risk products.
 

C. Agribusiness Finance Facilities
 

d. Agribusiness Advisory Board and Advisor
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SECTION II
 

PROJECT ANALYSIS
 

A. Project Design
 

The AID/GOE Non-Traditional Agricultural Export Project was

conceived, developed, and implemented with little "technical"

input from the standpoint of agriculture, agricultural production

and agricultural and food marketing.(ANNEX A) The Project was

designed as an informational/promotional and agri-business

financing project. As 
stated by DEVRES in their nearly three­
year involvement with the Project, "the project design had 
a
promotional orientaion yet was expected to 
produce devel. pmental

results." (ANNEX G) 
The project design failed to concentrate on

the priority of developing the sub-sector to enable it to export,

which is 
a long-run activity involving the development and

upgrading of 
the entire subsector. Rather, it concentrated on a

short--run activity of promotion and information, targeting

individuals who could produce and export a small volume but 
fail­
ing to de relop a required solid production base and marketing

base.(ANNEX A)
 

The stated purpose of the project was inappropriate for the
task to be undertaken and the project outputs, 
as stated, were

insufficient and inappropriate to achieve the $63 
million in­crease in non-traditional agricultural exports, 
as projected,

over a three-year period. (ANNEX C) 
The outputs were promotional

and informational in nature and even 
if the project had achieved

100% of 
its target outputs, it would not have achieved the
 
projected increase in exports by the PACD.
 

The project design also failed to 
involve and utilize the
public sector, rejecting it as inefficient and cumbersome. 
 The

total effect of the project was thereby restricted. (ANNEX A)

However, the project was successful in developing and utilizing

private institutions. This achievement was 
one of the major
 
areas of success of the project. (ANNEX C)
 

Th2 basic institutional framework utilized in

implementation of the project has performed well. 

the
 
(ANNEX C)


FEDEXPOR, ANDE, and the Advisory Board carried out 
their

functions well. With more support and 
a slightly different
 
project orientation, these institutions could have made even more

significant gains. 
 The success of these institutions must be
attributed to a key individual in FEDEXPOR and in ANDE. However,
for the future, these institutions must be fully developed and
staffed to enable them to operate based on the ability of the
 
institution and its full 
staff.
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B. Project Implementation and Management
 

The project contracted with five different institutions or
 
companies and, in effect, there 
were five implementing agencies.

The Banco Central was the implementing agency fo -he credit
 
mechanism. There was 
not, however, one institution designated as
 
the implementing agency for the promotional/informational aspects

of the project. 
 In the opinion of the marketing specialist, this
 
is a major fault of the project which led to duplication of
 
effort and missed opportunities. (ANNEX A)
 

A stated output of the project was the establishment of "a

self-financing, computerized trade and investment intermediation
 
service". An office which was 
to have been of FEDEXPOR was
 
established in the U.S. with management and services provided

through d contract with a U.S. consulting company. The contract
 
was between AID and the firm DEVRES and was 
for the development

of an informational service and base. 
 A major problem arose with
 
respect to the office in the United States 
since FEDEXPOR
 
expected a representational office with intermediation services.
 
(ANNEX A) 
 It would have been better, perhaps, had the contract

been executed such way that FEDEXPCP haveiii a would had mue
 
association with, and control 
over, its office. This would have
 
facilitated eventual Lake-over and, perhaps, would have
 
eliminated many problems.
 

One of the basic problems with the project :as lack of 
management an(i lack of continuity of management and technical 
assistance from USAID. At times, there was no AID staff
 
management and no advisor. (ANNEX A and C) 
 Another problem in
 
USAID management and project desion was 
the failure to assign a
specialist to the FEDEXPOR office 
to provide market analysis and
 
train staff in 
zhe utilization and disseminetion of market
 
intelligence.
 

Surprisingly, t.he project achieved most of its outputs in
 
spite of the mismanagement and faulty design. (ANNEX A and C)

The institutions, individuals, 
and agencies involved in the
 
project operated well and carried out 
their responsibilities

extremely well. The major failing seems to be that the project

missed opportunities and accomplishments. These could have been 
achieved had the project design been more complete and adequate
and had there b(een good continuous management and assistance. 
That the Project succeede;d in some areas is a tribute to the sub­
sector, its institutions and individuals. It is evident that 
there i. great interest and gz<eat potential for the development
of the non-traditional agricultu ral export sub-sector. 
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C. Project Components
 

1. Information and Support Services
 

One of the stated outputs was the establishment of a

self-financing, computerized 
trade and investment intermediation
 
service. This was not directy undertaken. (ANNEX A) The major

activities undertaken were the setting up of an external office
 
to collect information and the establishment of a computer and
 
telex network to convey and receive the information collected.
 
The collection and transmission of information and the
 
performance of other services was to 
be facilitated through a
 
contract with a private-sector consulting firm in the U.S.
 

Although the collection and transmission of information was
 
ccnducted reasonably well, the expectations of FEDEXPOR, for whom
 
the office and activity was established, were not met. FEDEXPOR
 
required a representational office with informational services,
 
as expressed in the stated project output. 
 The AID contract with
 
the U.S. firm was for informational services and provision of
 
short-term consultants to conduct seminars and render specific

technical assistance. 
 The contract proved to be ambiguous and
 
the U.S. 
 firm, DEVRES, failed to obtain clarification from
 
USAID. (ANNEX A)
 

From the standpoint of information, the Project did succeed
 
in establishing an informational 
base, a base that can be further
 
developed and built upon. 
(ANNEX A) However, the Project failed
 
to provide or develop the means, 
through technical assistance, to
 
analyze the information, market news 
and research collected. It
 
further failed to provide for the capability of FEDEXPOR to
 
analyze, prepare, utilize and disseminate the type of market
 
intelligence required in an 
export program.
 

From the standpoint of FEDEXPOR and its membership,

including trading companies, there was little in the way of
 
representational or intermediation services provided to 
them
 
through this component. In part, this may be the result of
 
unclear project objectives, an ambiguous contract between AID and
 
DEVRES, and a lack of 
knowledcge concerning the requirements of a
 
developing export sub-sector. (ANNEX A and C) In part, it may

be due to the lack of control or direction that FEDEXPOP had over
 
the external office which was, in reality, an 
office of FEDEXPOR.
 
Yet, FEDEXPOR lacked initiative and follow-through concerning the
 
leads and contacts that were made. 
USATD and FEDEXPOR also 
failed to take advantage of the office in Miami by not 
establishing one of FEDFXPOIR's employee*s thein office to learn
 
the "business" and prepare for takeover of the office upon
termination of the project.
 

The support service mechanism failed to provide the
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necessary support to achieve one of 
the major outputs, the trade
 
missions between the United States and Ecuador. (ANNEX C)

Although there will 
have been 13 trade missions from Ecuador to
 
the U.S. and other countries by the PACD, there have been no
 
missions from the U.S. to Ecuador. There are some doubts on the
 
cost-effectiveness of this particular mechanism although 
some of
 
the participants have noted that they gained much through their
 
participation.
 

2. Policy and Planning
 

The policy and planning component was, in reality, a
 
research component. Little was undertaken in the area of policy
 
or planning. (ANNEX A and C) 
 The targeted research, feasibility

studies, and investment studies were 
fairly well prepared. The
 
degree to which they were 
utilized and their usefulness is
 
difficult to assess. However,the mechanism and ability to carry

out such research was well demonstrated. Another factor that
 
should be considered is that there 
are public institutions that
 
have the staff and the capability to undertake studies of 
this
 
type. These were either not utilized or were inadequately

utilized. In some cases there wa'; undoubtedly, an overlap or
 
duplication of effort. 
 The major policy undertaking was the
 
completion of three studies or analyses of public policy. These
 
were completed and utilized by FEDEXPOR in its efforts to improve

public policies related to non-traditional agricultural exports.
 

3. Aribusiness Finance Facil ities
 

The credit niechanisi did not work well even though more 
than US$4.5 million were disbursed. (ANNEX B) There were 
problems between the Central Bank and USAID over interest rates,

counterpart funds, and disbursements; problems between the
 
Central Bank and the PFI's about overdrafts, the quality of the
 
sub-loan appraisals and credit analyses; and problems between the
 
PFI's and their clients about delays in disbursements. In
 
combination, these problems led to inordinate delays, complaints,

and unrest. USAID's excessive use of confusing amendments and 
implementation letters to solve the problems added more confusion 
to an already confus ing situi Ltion. in real ity, the finance
 
facility of 
the project was only moderately supportive of the
 
project purpose. ANNEX B and C) Di;bursements to date have
 
fallen considerlably short of the authorized total and only the
 
equiva lent of US$50,000 of counter-part funds has been disbursed. 
Disbursoinen t delays have di.;cou ragod many participants and have
 
had a negativ offoct on tho Project '. overall on.
roputati 


Th" c(tibution f th',e f .aco fac.ilit.y yuId clearly have 
been mnore t.' if p nn ingo f f IV i( r t.enion,, i i t. and requ ired 
adj usternitt..-, ha(d 
 , mo re capably na agrd. Al.I,o, if thf- project
design had h niinr, dJve ][ ta] illin natLut and more 
technica Iiy-o:rit.,d, lnherentl1y risky unde;rtakjngs could have 
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been undertaken by those with less 
financial means.(ANNEX B and
 
A) However, the project represented a very new and high-risk

initiative for Ecuador and the 
finance facility was instrumental 
in getting risktakers to undertake sub-projects which can be
considered to be innovative and demonstrative in nature. Those

that could afford to take advantage of the finance facility and
 
at the same time could afford to take 
 a great risk were those 
with the greatest ability to absorb a loss. 

4. Agribusiness Advisory Board and Advisor 

The Agribusiness Advisory Board, or Junta de Asesores,
is one of the major institutional successes of 
the Project

Jesign. (ANNEX C) It achieved its representational and 
coordinating role through regular meetings. The Advisory Board 
can and should have a wider reprrsentation from the sub-sector 
and a greater role in future activities to expand and develop the 
non-traditional agricultural export sub-sectoi. 

The advisor, provided as part of AID's technical assistance 
component, achieved a great deal in the early period of
implementation of the project, especially in coordinattng and
providing organizational support and assistance to 
the aeveloping

institutions. (ANNEX C and A) 
 The services of the advisor,
however, were intermittent or sporadic later in the project and
 were suddenly terminated, much to the consternation of many
participants. Technical assistance in marketing, marketing

technology, and production technology was not provided in a
sufficient or meaningful way. (ANNEX A) Much of this can be
related to the informational or promotional nature of the projectdesign. As has been stated, the project was not a developmental
marketing project; absent, therefore, was a technical assistance 
complement to 
introduce and facilitate adoption and utilization 
of required production and marketing technology. 



SECTION III
 

CONCLUSIONS
 

A. The basic and fundamental conclusio: 
of the assessment is
 
that the project, as designed, did achieve a measure of 
its

"stated" purpose. 
 It did promote the production and exportation

of non-traditional agricultural export products, and did
 
establish an extensive interest among producers and
 
entrepreneurs. It also established 
the base of an informational
 
network. 
 The Project did not, however, achieve the measure: 
US$63 million increase of non-traditional export products within
 
the three year period as projected. The design of the project,

the components of the project, and the stated outputs were
 
neither sufficient nor appropriate t.o achieve the protracted
 
increase in exports.
 

B. There exists a great, potenti-al for Ecuador to produce and 
export both fresh and processed non-traditional agricultural
products. There also exists a fundamental, but. elementary, basis 
for future developmert of a sound production base and an 
aggressive marketing base. Good institutions, both public and 
private, exist have assisted varying byand been to degrees the
 
Project. The project, however, failed 
to provide for substantive 
technical assistance with continuity and longevity of effort in 
the areas of marketing development, postharvest technology and 
production technology. 

C. The project, as designecd, was an information, promotion and
finance project. What was, and is needed is a "development"
project oriented t) the development of the potential of the non­
traditional sgriculturalsub- sector. 

D. There w.-s no technical inp[u t into the design of the project. 

E. There was no tee hni.ca] component, either production
marketing, in t-he pr-oj e 

or 

F. The target, group, 1,'as poorly and incorrectly defined. 

G. The state!d pur-,ose of the Project was to promote, not to 
develop. 

H. An external office s required to effect the development of 
the sub-sector but, until t:-he sub-sector develops and expands, it 
cannot afford an indeperndent office exclusive of USAID ass i Sta no'e 

I. The public sector is invaluable to the development of the 
non-traditional agricultural export sub-sector but was not 
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utilized or involved in 
 project design, implementation or
 
operation.
 

J. A solid production and marketing base must be established
 
with the assistance of the project. A marketing

information/promotion, finance and/or development projec:: cannot
 
succeed without a solid, dVnamic foundation.
 

K. The project should be continued but with major adjustments
 
to the original design.
 

L. The current project and its activities can be viewed as 
a
 
Phese I activ.ity. By establishing an institutional framework and
 
an informational base, it has 
laid the foudation for a Phase II
 
effort.
 

M. The Agri-business Finance Facilities have been only

moderately supportive of the project's purpose, having achieved
 
relatively limited incremental non-traditional agricultural
 
exports and other expected economic impact.
 

N. The Agri-Business Finance Facilities were 
not well managed,
 
nor waE their implementation baspd upon a commonly understood or 
accepted set of standards for loan applications, loan
 
appraisal/credit analyses, disbursement, counterpart
 
requirements, monitoring, evaluation or 
follow-up. As a 
consequence, already strained relations between the Central Bank 
and the PFI's were strained further, and PFI's viewed the 
investment credit facility as a riskier proposition than should
 
have beer the case.
 

0. There are three alternatives for the readjustment of the
 
Investment Credit Facility of the Phase II 
Project.
 

I. Leave the facility in the Central Bank. 

2. Transfer the facility to the Corporacion Financiera 
Nacional (CFN). 

3. Transfor part of the facility to the CFN, splitting the 
credit line beotween tho Central Bank anid CFN. 

At this Lime, the Lost altiernat ive is not clear. The
difficulty in choosing is duo in part no legal complexities, and 
in part to uncertainty regarding th'o reaction of the Central Bank 
to alternat ivo two or throe. Bank rea ct ion may be modified 
following t ho impendi rirlg c Lnjgo in government. 

P. The fi ncialaIciss it:anc:o preovided to the institutions 
responsiblie for the major actjviLieYS of the Project (FEDEXPOR,
ANDE and the Advisory Counicil) was grossly inadequate. It was
insuf f icient for thoem to deve] op organizational structures and 
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the capability and capacity to undertake their roles. 
 These
 
institutions have functioned well in spite of 
financial problems.

Adequate financial assistance at a realistic level must be
 
provided to them to assure 
their full development and the
 
successful execution of their roles.
 

Q. A major problem of the project was the lack of management

and continuity of management on the part of USAID.
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SECTION IV
 

RECOMMENDATIONS
 

A. Continue or extend the project 
as a Phase II activity. The
 
current project should be readjusted or redesigned as a Phase II
 
"developmental" project, building upon the groundwork established
 
during Phase I. The new design will 
determine the cost and the
 
new PACD.
 

B. The project redesign should be accomplished immediately,

before the current PACD, June 30, 1988.
 

C. 
 USAID should contract immediately for a team to prepare 
a
 
redesigned Phase II Project to be completed before the PACD of
 
June 30, 1988 to avoid extensive damage to the project base that
 
is now in place.
 

D. The 
new design should maintain the current institutional
 
framework (Figure 1) with adjustments and assistance to
 
strengthen technical, organizational, and operational aspects.
 

E. Phase II of the project should be developmental in nature
 
and provide a substantial technical assistance component. 
 It

should be oriented to the establishment and functioning of 
a
 
sound production base and a dynamic marketing base and to the
 
full development of the non-traditional agricultural export sub­
sector.
 

F. The project. must be designed on a 
technical basis with the
 
full involvement of techn;ially 'literate" specialists in
 
production (horticulture), postharvest technology, food
 
technology (processing), marketing, finance and organizational
 
management.
 

G. The primary target group must be the producers, the
 
farmer/producers, and the processor/producers required to achieve
 
bases for production and marketing.
 

H. The market information and data development activities
 
should be continued. The Project Purp-)se should be 
 to develop a 
sound, dynamic,and profitable non-traditional agricultural export
sub-sector capable of achieving Ecuado.:'s potential in the 
international market.
 

I. Involve, utilize and, where necessary, assist public sector
 
institutions. 
 A concerted effort shoud be undertaken to cement
 
good relations between USDAID/The Projecc -rid the public sector
 
institutions.
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J. 	 The technical assistance component should consist of:
 

1. 	 A Long-Term Marketing Economist/Marketing Specialist as
 
Major Advisor;
 

2. 	 A Medium-term Horticulturist;
 

3. 	 A Medium-term Management/Institutiona!/Financial
 
Specialist;
 

4. 	 Short-term Market Intelligence/Situation/Outlook/
 
Analyst Assigments;
 

5. 	 Short-term Postharvest Technology Specialist
 

Assignments:
 

6. Short-term Food Technology Specialist Assignments:
 

K. The project and its activities should be implemented and
 
based upon a national strategy of development of the sub-sector.
 
(ANNEX F) The preparation of the national strategy should be
 
both a priority and a primary responsibility of the Advisory
 
Council.
 

L. The project purpose should be "to develop a sound, dynamic,

and profitable non-traditional agricultural export sub-sector
 
capable of achieving Ecuador's potential in the international
 
market."
 

M. 	 FEDEXPOR should be the implementing agency for the
 
developmental sub-project and at this time, the Central Bank
 
should be the implementing agency for the financial facility.
 

N. ANDE should be further developed and assume the role of the
 
coordinating agency.
 

0. The Advisory Council (Junta de Asesores) should be made into
 
a planning and monitoring board to review, approve, and monitor
 
budgets, operating plans, and programs. It should be utilized
 
as, and should function similar to, a board of directors in the
 
planning, development, adoption, and implementation of the
 
national strategy for the development of the non-traditional
 
agricultural export sub-sector. The Junta de Asesores should be
 
expanded to include representation from all participants in the 
sub-sector, including, among others, transportation, packaging,

farmers, and processors, all Camaras.
 

P. Adequate financial assistance should be provided to 
FEDEXPOR, ANDE and the Junta de Asesors to enable them to 
develop organizational structure, capability and capacity to 
undertake roles in the development of the non-traditional 
agricultural export sub-sector.
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Q. The Investment Credit Facility should be continued and
 
expanded to provide credit to producers that have production/

marketing projects or activities that complement the adopted
 
strategy of development of the sub-sector.
 

R. The credit mechanism must be strengthened and streamlined.
 
The Central Bank should continue as the implementing agency for
 
the credit line while a study is undertaken to assess the long
 
range cost/benefit of transferring the role of implementing
 
agency of the Investment Credit Facility to the Corporacion

Financiera Nacional (CFN). Strong consideration should be given
 
to transferring the Facility to the CFN.
 

S. In order to establish and successfully implement loan
 
facility standardization, and at the same time to help isolate
 
and eliminate differences between Central Bank and PFI personnel,

the Mission should sponsor and fund specialized joint training

for these personnel. Such training should focus on development

of standards appropriate for the continued implementation of the
 
Iniestment Credit Facility; on meaningful techniques for agri­
business export loan appraisal/credit analyses in the Ecuadorean
 
context; and on achieving a better mutual understanding of the
 
goals and operations of the respective institutions.
 

T. The Investment Credit Facility should be amended to permit

the use of funds for working capital and not just fixed assets.
 

U. A credit guaranty facility should be established to
 
facilitate making loans available to medium and smaller
 
entrepreneurs.
 

V. USAID is not well equipped to manage or monitor a project of
 
this type. It must upgrade its capability to undertake and
 
properly implement the project through additional technical
 
assistance or training programs for AID staff.
 

W. The project should remain in the Private Sector Office.
 
However, the project must be cooperatively implemented between
 
the Agricultural Development Office and the Private Sector
 
Office.
 

X. FEDEXPOR should be reorganized to more fully provide a
 
marketing function to its membership and to better undertake the
 
role of catalyst in the development of the non-traditional
 
agricultura l export sub-sector. (ANNEX A)
 

Y. FEDEXPOR sh) d exiand its acti vities in marketing as a means 
of ohtainiilig now members . The ervices provided should be 
undertak(n foi- meiri ); a fee basis. The fees -hould be on a 
"cost plus" basis for the initial activity plus a small 
percentage of the dollar or Sucres value of the income generated. 
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Activities to expand membership and provide income toward
 

financial independence include:
 

1. 	 Sub-project (Enterprise) Analysis and Development
 

2. 	 Market "Intelligence" Reports
 

3. 	 Product Development
 

4. 	 Market Development
 

5. Provision of Technical Assistance in marketing and
 
information and technical services in production technology.
 

6. 	 Yre-inspection Services
 

7. 	 Sales/Intermediation and Representational Services in
 
Target Markets
 

Z. A service contract is required, similar to the one now in
 
effect with DEVRES, to provide market information, market
 
development services, 
and training to FEDEXPOR. However, the
 
scope of work and 
terms of the contract must be specific and must
 
facilitate development of the non-traditional agricultural export

sub-sector in Ecuador. 
 FEDEXPOP staff must be stationed in the
 
office and a specialist must ho assigned to the FEDEXPOR office
 
in Ecuador to demonstrate and teach how to utilize and
 
disseminate market information.
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ANNEX A
 

TECHNICAL/OPERATIONAL ASPECTS OF THE PROJECT
 

A. Introduction
 

The AID/GOE Non-Traditional Agricultural Export Project is 
an
 
agricultural project. As such, 
it is inherent that specific

reauirements of a hignly technical nature 
concerning production

and marketing (preharvest and postharvest technology) be taken
 
into account. 
 The actual project contains virtually no technical
 
aspects and, consequently, little 
can be said about the
 
technical/operational aspects of 
the existing project.
 

During the early part of the investigations it became
 
apparent that there were gaping "holes" in the project design and
 
implementation. These were especially critical in 
three
 
technical aspects: 
 the physical preparation and presentation of
 
products; the physical movement of 
products; and the actual
 
availability, volume and continuity of 
products that were or
 
could be presented and offered to 
external markets. Specific

examples of problems include: 1) the difficulty of obtaining

cartons; 2) the unavailability of glass jars and caps for
 
processeed products; 3) the high cost of cans; 
and 4) a critical
 
aspect, the unavailability or shortage of transport, especially

air transport. At this early stage cf development of the non­
traditional agricultural export sub-sector there 
is already

competition between non-traditonal export products for the
 
limited air cargo space. The 
following example was witnessed in
 
Guayaquil. A truck fresh
load of fish destined for U.S. markets
 
belonging to a fresh fish processor and exporter was returned 
to
 
the plant. The space that the exporter had reserved for his
 
shipment from Guayaquil 
had been given away in Quito, where the
 
flight had originated, to a flower producer.
 

Observations on -what should have been done" and 
"what
should be done' about project design, composition, activities and 
managem.ent are of greatest significance for the future 
conLinuation and success of the project . In section athis 

bricf asses sment 
is made of what the project did and a commentary

is presentd on 
th sub-sc tor and the project. The commentary

is to he used as a guide in the devel opment of a Phase II
 
extension of the Project. 
 ANNEX B and C contain detailed 
analys is of the Project as it was designed and implemented in 
terms of institutional 
aspects and financial aspects--what was
 
and what is.
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f. Critical Aspct oftePoetadth 
 o-rdtoa
 

1. Prjet esgn
 

S!Agricultural.Export Su b, S e ctori ;;'i//. 'il i i!;. 
i!; i ii
 

CriTiclApcohe 	 Non-Traditional
B. 	 Prod ct ad thAgiutrlEpr

Agultural ExoruSb-e 
tr 	 ' ...
 

ifs 
 nef a
'Projec waocived,developed,.;and implementedwith!virtually

;iii; 	 IIii.
"!t i!!!iiiiinoi
echnical i•nput , eSpec ial~ly ifrom the-sthandpoint iio~f i!!!//, i ii
 

agricutua produ'ction and .agricutual andii,foo5d marketing.
1roject Dsnwas odesigned 	 e p Thei.
ation and f in 


!concentrating onithese areas .plus promotion , but ii;failingi toiC i­
concentrathe Ste export priority. Itgdid lnotdeter ine wh e t h
er
 
Sthere were, in fact, products to xport the technolooin place

t produce for theexternal market andlthe techn1oo tprmit
 

the marketing of quality products. It did not consider the
 
principles of volume, quality and continuity of product
offferings. 
 For example, the project document erroneously refers
 
to buyers, retailers and manufacturers in the target markets as.

"information sources". This de-emphasizes the fact that buyers
and-retailers are in fact the clients, the ones to be served, not
 
mere information sources. 
 It is 	the buyers that the producers,

shippers and exporters must serve and satisfy in terms of

product, volume, quality, and continuity.
 

The project design erred in specifying the target group or
 groups. The project document identified the following: 1) the
 
ifvarious 
 institutions that would be involved in implementing the
 

project; 2) selected agribusinesses which are oriented to
 
production of non-traditional goods for export; and 3)


if 	 industrial workers, farm laborers and supply firms. The producer
 
if. 
 was considered an after-thought or a terciary beneficiary. (See


Section B, 12, Target Groups) A major error in 

if-	 conceptualization of the project design is reflected in the 

Lf 

stated purpose, " . . . to promote non-traditional agricultural­
based exports". Promotion of non-traditional agricultural ifexports was undertaken in two ways: 
 1) promotion of, agricultural

products in targeted markets, and 2) promotion of the concept or
 
potential of production and export of non-traditional exports toif

producers or potential producers inEcuador.
 

The in-country promotional project activities were highly
successful and resulted in country-wide appreciation of the

potential of non-traditional agricultural exports and keen
 
interest in producing and exporting agricultural products.
Target country promotion activities were also successful in a few
 
cases. The major limitation, however, was the absence of actual

products to export and technical know-how to prepare and market

them. In several instances where sales had been made by the
 
Miami 	office, there was a lack of follow-through on the part of

FEDEXPOR or its members. The failure to follow through, however, 

was not a fault with FEDEXPOR, with the Miami office or with the
 
prdcrmmes RJather, it was a result of errors in
 

if 	 ifA-2 
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conceptualizing the factors requirec for an 
export sub-sector, a
 
failing in the project design.
 

Another major error in project design was 
the virtual
 
rejection of the public sector 
as a vital factor in the
 
accomplishment of 
the project purpose and a major facilitator of
 
export development in the sub-sector. 
There are many public

sector agencies, like ministries, institutions, institutes and
 
other bodies that do undertake activities that impact directly
 
on, or are related to, non-traditional agricultura1 exports.

These include: regulatory functions; facilitating functions;

developmental functions; assistance/extension functions; research
 
activities; phyto-sanitary restrcoions; and many others. The 
project could have achieved more, perhaps, had it officially 
utilized the public sector agencLes. 

Commentary 

A basic fallacy exists in 
the design of many non-traditional
 
agricultural export projects. The thinking is that, "all that is 
required to achieve the production and export of non-traditional 
export products is: 1) to concentrate solely on the private
sector; 2) to provide basic -market" information; 3) to identify
buyers in target markets and prospective producers in the 
developing country; and 4) to introduce one to the other." It 
is believed producers and buyers will automatically form an 
agreement for a joint venture. All problems will be 
automatically eliminated and the production and export of 
products will be facilitated. In the case of a developing 
country like Ecuador, it is .ery tempting to begin to ship small 
quantitieo of products, either fresh or processed, without first 
fully dvolopirg the domesti , cpa ilit i s of production and 
marketing with respect to volumne, quality, and continuity. It is
impossible0 to market a product that does not exist. Furthermore,
 
a product only exivts when there is a volume base coupled with 
the means and capab ]iity to p ',prarn and market the product in 
terms oI form, I i p1l,ac , and price, arid in teris of product 
presentat ion, v( lrm,, quaI ty arid conti nuity. 

~ -'J'h ,b*, s ignr '. , Id fl,haro;: ,k , i tit., idA rat ion the
develop ,inii ('I L-i;m,:t.,:;(d ,rd dd.,'.ial lohei't of a productionth, th', vn 
and narkot i iq hasc p' foire launch i ng a ;ra-li aof proriloLtIon and 
representat cii th ­ion thi , t rget mdrIi 1 t(s). 1).sigri shou: (ldalso have 
corcentra t. onl thtti 1'v,.l, 1 Q ali , ' )r-t. (Ii ]]ty and 
emphasized tL, ,J'v'] op iiot awlid ,'vt, i-sh'wb'r. of a Mile in 
production aid uw rkt irg f rom Wii i (i to In uiiriC~h an export program. 
(See Figure 1.) 

2. Promotion and Market Information!/ !.Ii'lj_ - -nce 

The Project as designed is a promotional/informational 
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wihgodpersona2l'knowledge of market~ forces1 and the 'demands o6f'
 

intJ21gene i aunique 'and -personalundertaking-of-each-firm'or7
 
organization. The'uniqueness and completeness of ,the

intelligence developed by each firm determine the difference 

',
 

between success, moderate success or failure of the firm or~
 
program.
 

3. Production Technology
 

The project included a small amount of technical'

assistance for educational purposes in the area' of production

technology. Hlowever, the introduction and adoption of mnodern
 
technology was not a primary objective or output of the project.

That more emphasis was not placed on produ-tion technology Lnd
 
the introduction and adoption of appropriate technology is 
a
 
major error in project design..."
 

Project design failed to consider and utilize the
 
various public ministries and institutions that~could provide

information and assistance in 'the area of production technology.

There are good institutions that can be utilized, that can be
 
upgraded and can serve as resource bases for the development of.
 
the sub-sector. These institutions, should be brought into the
 

<scope of the project and assisted' in providing required research,

production technology, and informatiun to the sub-sector. 
 " 

Commentary
 

There currently exists in Ecuador some of' the very lateQst

production technology, but not necessarily all in one place or
 
utilized by every producer. For example, the very latest
 
techniques in plasticulture, trickle or dripirrigationt and 

other technology are utilized by many farmers. 'The important 

' 

point, however, is that the technology does exist in Ecuador and 
can be introduced and utilized, through concentrated effort. ,For,
this, technical assistance is required. 

There is a need to improve~cultural~practices, such as the

preparation of adequate seed beds, pest and disease control'~"~'w
 
(spray programs), varieties, harvesting techniques, handling, and'
 
other aspects of production. This requires the involvement of
 
public sector institutions and a program of assistance respecting

finances; and technical assistance. In terms of trained and
 
qualfied producers, there are Inumerous welltr'ained individuals,

both young and middle-aged, that are~eager tIo,undertaKe the,,

production and exportation of non'-traditionali.a 'ricultul crops 

'
 

and products. The training 'institutios''iin Ecuador are, adequate

to provide a basic education, in agricultural subjects and, food

science.~ With 'additional technical'as lietancet,ts iniiul 
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can gain a more in-depth knowledge of technology appropriate for
 
the external markets.
 

There are several processing firms engaged in the production

of various types of products in jars, cans, and frozen form.
 
Althoujh a great potential exists for processed products 
in
 
foretgn markets, the quality of products now produced is not
 
adequate fur the export market. However, the capability to
 
produce new and exoti: products for export and the technology to
 
undertake thQ production of these products does exist in Ecuador. 
There are fairly well trained, but inexperienced, food 
technologists in the Country. There 
are institutions capable of
 
designing plants 
and equipment and there is a capability to
 
corstruct plants and fibricate equipment.
 

The missing factor *hat can be suppli id through the project
 
is techin icalI ssistance in the utilization and appiica tiun of the 
technclogy fo production of products with suf iciently high
quality for external markets . A major constraint, and one that 
must he a msod byel the pr)oject in any fulrt her extension, is thQ
lack c f imaginat iva developm rit 0,t products acceptabe to 
consum,rs Ai UP or.d mar-,t. 
 This r flets a basic lack of
unaerstaond-ng and comprelionsion e coinumers in target market.s 
This majo.' constr dill cannot ho solved through the provision of 
informatin: technical assistanco is 
again required in product
developmOULt and presentation. 
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4. Marketing and Postharvest' Technoloqy
 

~1<~4~The Project ,placbd major emphas'is 'on ,the collectiorn: ad-:'~
~provisi n. of magk~e - nfomto.-Oc-akt-nw-o-'frain -.-­

~~;is:-provided, there must b:i6The utizaiton7of the inf'o-rmat i ,Apointed out in the secL.on on.market information,'.this important
Scomponent was not provided in the project design.,
 

The project was to undertake what is referred to in the 
project Documient as "Intermediation". In effect, the project' was'">"~
'to initiate sales of non-traditional products to identified
distributors in the United States. 
 The principal instrument was.

the FEDEXPOR office in the U.S. with the assistance of the

consulting company contracted by USAID. The sales effort proved

to be fruitful' in many cases. For example, 
snow peas, flowers,

shrimp and fresh fish were marketed successfully. In other
 cases, however, it proved to be, a wasted effort and~probably
harmful to the long-range success of the sub-sector. In theA

latter case, 'products were offered to the market and orders were.

taken but there was no product to deliver. There was, neither a

base of production of the products and nor 'abase of marketing

technology to support the sales effort.
 

Several of the products" that..were marketed successfully with
 
a substantial increase in volume were products" that had already

been marketed (e.g.,' shrimp). Other products '(e.g., 'flowers)

received the assistance of experts from Colombia and were 
well

financed 'intheir own right because many investors were bankers.

Other non-traditional crops and products did not fare as well
 
bause of the failure to recognize the requirement for a
"Product" in terms of quantity, quality, and continuity.
 

Commentary 

In general, the bai rncpei market de~velopmenth~

that ',you cannot market a product that you do not have." 

is
 
.To have.
''''a' "product" to market or sell requires that you have, in place,

the capacity and capability to produce 'the commodity (production
~ technology), and to properly prepare, package "and ship the"FW.'Kproduct in the volume and in quality required, and with the

continuity required by 'the"buyer' (the marketing or 'postharvest~
technology). 
 This principle was not properly understood in "the& ',<;;
design or implementation' of 'the project.' 

Although there exists. a high degree of production technology

in the country, there is 
a dearth-of marketing or postharvest

technology. As in all countries, including the developed,


S countries,' producers willingly "invest in production equipment and,
~~~-technology. But when it comes to mark'eting equipment or '"
 ~ Marketing or postharvest technology, they fail to plan and invest

"""''vin:'adequate 
or appropriate rquipment or technology. The-usual - ',re'~sponse in Ecuador is that producers are thinking of forming an 
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association or group of producers and they 
are planning a joint

packinghouse and equipment. 
 These plans are always in the
 
future, however, and there is no sense of urgency to put into
 
place what is required.
 

A great problem in Ecuador is the absence of postharvest
technology and know-how. There are virtually no 
specialists with
 
training and adequate experience in the field. There is no 
awareness of the complexity or critical nature of postharvest

procedures for fresh products. The 
 thinking of many producers is 
that they 'can get by- with make-shift packing houses and 
equipment and without pre-cooling equipment. The project has 
given very little guidance or assistance of substance to 
producers in this area. Seminars do not substitute for direct 
assistance, education or extension training. Most individuals 
and companios do non understand that Lhey are dealing with a 
living organism whr- mniuratlion is L:aking place and where the 
metabol ism raite is increas.ing after harvest, especially theas 

internal t mp:ratur of 
the fruit or vegetable increases. 

Anot hL::17 ,l()05croblem is tW fa i 7re to recognize or

understard 
 that th. image or repu ua ion of a shipper or exporter 
or of the count.,ry from which products are exported can be 
seriously eroded or destroyed by poor-quality produce or improper
grading, packing and/or hand]ing. Also, the marketing of fresh 
products d ifersc., great.]y from the marketing of processed
products. Likewis,, reaction buyers and thethe of reflection on 
the exporter or country di fifs greatly. A buyer that receives 
poor-quad ity processed products wi l1 usual] y demonstrate his 
displeasure to the procossor/shipper and not buy from him again.
A buy -r of fresh producLs, however, will reflect his displeasire 
on the country of orig n. In the one case, that of processed
products, the processoi/shipper is at fau]t. in the case of 
fiesh products, which are not branded, the entire country 
receives a bad reputation b caus -, the actions of one 
individual.
 

5. Instittiicris/Fac I itiin Cr Ic'*s 

The Projeoct idi ,d s eveora] private-sector 
institutions that. wore, in efoct , target groups and at the same 
time imp]em nt irug agencis "I the project. Several new private­
sector organizati ons or in t itutions wcrn developed as a direct 
or indi rct -, ] oof act i. i- s of thn piroject or implementing 
agencies. 

ThI i -( )j5(rjr t O 1d , I i(w !v"r, in nct i nviv1'i andjr i Ancluding 
pub ]ic insli itutiunc s as sonti Jl] c -i], L tis ini t h. dove]lopment of 
the su -soctcr . tISAlID rel]atirmcmi! with 5;ml i, thn pub]ic
insti tutions wer mTd tic be v-'' i i one instance, anhoSLaimned. 
officia] ii the Ministr y cf Industry who is responsible for the 
Ministry's nomi-tra di ti () ri] x )r t progr-am.s rofuse(d to meet with 
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evaluators because we were related to 
USAID. Apparently, the
 
project had stepped on some toes and had not involved the
 
Ministry to a sufficient degree.
 

The project could have achieved more and eliminated some of
 
the problems encountered had the project and its development

involved the public-sector institutions. There are problems witl
 
the public-sector institutions, but there 
are even more problems

without their full support and involvement. In the final
 
analysis, the project design failed to 
identify, involve, and
 
utilize existing public institutions and some private

institutions as well departments
as or offices within USAID
 
itself.
 

Cornentary
 

Public institutions include ministries, agencies,

universities, technical schools, 
camaras, parastatals, and
 
others. In reality, they are facilitators on the one hand and
 
stumbling blocks on the other in the development of the sub­
sector. However, they are invaluable in the successful
 
achievement of 
the basic goals, purposes, and objectives of an
 
export-oriented project. 
 To achieve the greatest utility and the
 
maximum benefit from the project in the least time, with the
 
least outlay of funds,it is absolutely necessary to utilize,
 
involve, assist and inform 
"e~ery" participating individual,
 
institution or agency identifiable as being involved or related
 
to the sub-sector. Each has positive attributes to impact

positively on 
the project. Each has negative attributes, but
 
these too can be upgraded and eventually utilized. To purposely

reject a public or private institution simply because someone
 
believes that it is inefficient or encumbered in red tape, as was
 
done in the project design, is to limit the scope and the
 
potentiel success of a venture or project. 
 Every available
 
source of assistance in the country must be utilized and upgraded
 
to achieve the pDtential of the sub-sector.
 

There exists in Ecuador a number of institutions that have 
programs and capabilities that can impact upon and facilitate the 
successful development of the non-traditional agricultural export

sub-sector. Some of these are:
 

a. Mini stry of In st 

Through the Dep-rtment, CommercializaciOn de
Productos do External, the Ministry has developed programs
oriented to the development of the non-traditional agricultural
sub-sector. Programs consist of promotion and development of 
brochures, organization of producer/exporter organizations,
collection and di .semination of market information, organizing
and funding group visitation to other countries and other 
programs. Many of these programs are funded by bilateral or 
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multilateral agencies. The programs and efforts of the Ministry
 
were not included in the AID Project and no attempt was made to
 
utilize, coordinate or involve the Ministry in a meaningful way.
 

b. Ministry of A riculture
 

Through the Department, Elireccibn Thcnica de Agro-

Industria, the Ministry provides services in the development of
 
the sub-sector. Available services relate to production
 
technology and assistance in the preparation and presentation of
 
requirad "tramites". The Direccion Tecnica can also call upon
 
and utilize specialists from other departments of the Ministry.
 
The E '.eccion Thcnica de Agro-Industria is involved in the Junta
 
de As. sores.
 

c. Agricultural Extension Service 

The Extension Service, Department of the Ministry

of Agriculture, is an institution that has varying degrees of 
capabilities. It could be utilized to a greater degree in the 
provision of services and the dissemination of production
technology. It has not beon involved or associated with the
 
project.
 

d. INIAP
 

INIAP, an agricultural research department of the 
Ministry of Agriculture, has several research stations located in 
various parts of the country. It undertakes basic research, 
largely in the more traditional crops, but also undertakes some 
research on non-traditional crops. It is expanding its activities 
in non-traditional crops in response to industry demand. it has 
the capability and capacity for additional research on request 
and the <apabillty of providing valuable assistance in production 
technology, plant protection recommendations and programs, soil 
analysis, demonstration plots, and other invaluable services. 
The institution has not een uti I izou by FEDEXPOR and other 
agencie s and was, hasically, overlooked or rejected by the 
project design.
 

e. ilateral arid MIu t.Ii_ 1o r].Projicts!" 

In addition to the above, there are many projects
that are now being imnplemented or designed by USAID and other 

When 

bilateral 
are the fol lowing: 

or imltilateral agencies. A few of the most important 

] ) FIJNDA(hRO: 

institute funded by 
i reearch/extension 
USAID, it is now near 

project 
the 

with a private 
implementation 

stage. operational, it should be utilized to the fullest in 
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future implementation of the project. It is a project under the

Agricultural Development office (ADO).
 

(2) 	IDEA:. 
 . . 

An independent foundation involved in policy

analysis and related to the Ministry of Agriculture, it is funded
 
by USAID and is a project under ADO.
 

In addition to the above, there are many projects that are 
now being implemented or designed by other bilateral or 
multilateral agencies. There are several finance projects now
 
being funded by IDB and the World Bank.
 

There is a major project of the EEC to establish packaging

S"institutes in the countries of the Andean Pact, including one in


Ecuador. The institute or center will be located within the

Instituto de Investigacihn Tecnolegica of the Escuela Polit cnica

Nacional de Ecuador. Related to, and very much involved in the

development of the packaging center, is the association of

packaging manufacturers and users, ASOEMBALAJE. Packaging is
 
very critical in most developing countries and Ecuador is no
 
exception.
 

In the final analysis, the Project design failed to

identify, involve, and utilize existing public institutions and
 
some 	private institutions, and, in fact, departments or offices
 
within USAID itself.
 

6. 	 Product Development/Market Development of Processed 
Products 

Very little product development or marketing

development was undertaken in the project. Most of the project

effort was related to identifying commodities that could be

produced in Ecuador with market potential and collecting market
 
prices. The project design did not identify the development of

products or markets as a critical area. No technical. assistance
 
was provided in this area. In meetings and seminars attended 
throughout Ecuador, it was apparent that producers and exporters
were well aware of the void in know-how in this area. 

Although the export of fresh products was promoted

vigorously, the project placed little emphasis .on processedproducts. FEDEXPOR, on the other hand, did recognize the
 

potential of processed products. FEDEXPOR was unable to make a 
meaningful pcnetration in'the processed market, however, because

of poor quality of product, poor presentation and lack of 
knowledge of consumer taste and demand.
 

AAA 
 The new project design must include technical assistance and
*other assistance in the area of product development, market
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'i.I!: Ecuador has a tremendous potential to iproduce and .......
export!..)iiii!i!: !
 
iii!norn-traditional agricultural products both fresh and processed....

)iTheproblems associated withl freshl products , including iphyt~o­
:isanitary restrictions, distance from markets requiringi air i- :
 

bf 
.:ishipment, lack o air freight space, high cost of air,freight: 
an
 
o'.her factors, :place fresh products in a high cost, high riskil
 

ctgr.Iadiin:,msconreinSot an eta

America and the.Caribbean are: attempting: to produce,the same
 
:crops. :The opportunity for Ecuador is to take a different :
 
.approachand, develop new and diffrn products to me
 
""latent",
demand-,a demand that exists for high-quality, tropical

and sub-tropical specialty food :products,. 
 ...
 

.production volume and have a greater value added. The .. .
 
reurmn o echnica exelence, however, is much higher
 

thnorfrshproduce, although the investment maybelwr

Sipl becaue a fruit, vegetable :or other commodity is grown or-:i
asitnewspoiddi 
 h'omo proi ii$o
cnbgrwinagvncutyiisnot, automatically, :
 

44~4A412i _convertibl'e to an exportable product. By definition, :a fresh )

exportable :product is a comodity that has ia production base that :i
 
permits production of the commodity in a volume, in•the quality, i
 

S/:and with the continuity of :iproduction required by a market. Also/
 
r
: required is a marketing base that permits or facilitates the 


- proper pre-cooling, grading, packing, handling, and shipping :of i!
 
Sthe commodity so,that quality is maintained and the product
 

L :
i:!reaches the final consumer in the.samei or nearly: the same . :i ~
i.:condition as when it iwasr harvested. For processed products, the
 
samecriteria apply: except that: there is also a requirement !fori!
 

'"r" in 'developmenti:and a: greater: comprehensionlyof the :.::iiiiii~
more creativityth 

i-.:.:current orl latent consumer demand. .In •realt there iLs noi way toi 
 "
 

"se c o "d -g t o w i c h ar e f o r il l be
t e m a r e t a 
e s u r o d u c t s

ni demand.
ii:i Those individuals and companies with< the )greatest " ..
 

:greatest degree of:creativity to-develop products thatwilms
 
teltncosmrdmninthe intern'ational market pace wil
 

:i:undertaken siultaneusy Howeverl,to do so reqire ingenuity L!.
 
an... of .internlationalmarkets:-ii!)
di.creati~vity.and an in-ndepth :iknowledg 


or maketig deelop etmasnderae in"t erojetMsto
 
th roetofot a elated::ito: merelidlentifying :!commoditie
 

poetan ocletingi of maret pis:;:.iSome technicalJ::i
 



production experts and postharvest experts to participate in

seminars and to give some indivicual assistanc. However, the
overall effort was m informati t an 

7.Linkages 

A major error-in project design was the failure toestablish linkages between the project elements an the public-- -­sector institutions. The p - r institutions could havecomplemented project efforts and provided valuable assistance andsupport. The Project further failed to link the activities and
capabilities of the Agricultural Development Office to the

project activities. The failure to develop linkages and utilize
the capabilities of other institutions has undoubtedly limited

the overall results of the project and, in some cases, has
 
resulted in strained relations.
 

The major linkage with the international market was to have

been the FEDEXPOR office established in the United States,
ultimately in Miami. 
 This linkage has had limited success, in
 
terms of a representational office, 
as far as the users areconcerned. 
Perhaps the greatest fault was in establishing the
 
office for FEDEXPOR by means of a contract between USAID and
DEVRES, rather than directly between FEDEXPOR and DEVRES. Thus
 
FEDEXPOR had virtually no control over the office and no
 

- permanent link for the time when the contract with DEVRES is
 
terminated.
 

Another linkage that only partly established is that

between the producers and the implementing agency,
 

- FEDEXPOR. This linkage required manpower which was not available
 
nor provided for under the project. The organizational structure
Of FEDEXPOR should have provided for a field staff to contact and

maintain relations with the grass-roots elements in all regions

of the country.
 

8. Infrastructure
 

The project design did not address the development or,­upgrading of the infrastructure, per se, but relied upon

uncoordinated and unplanned individual effort--the residual ofinformation and contacts between identified buyers and potential
pducer/shippers. Failure to identify the constraints exercised

byundeveloped infrastructure on exports of non-traditional
agricultural exports has had, and is having, serious

repercussions on exports.

foreign markets is by air. 

- At present the major transportation to
 
Space is limited and products often
 

compete with one another. (e.g., as recounted above, a shipment

of fresh fish from Guayaquil that had reserved space to Noew York
 was returned to the plant and placed in storage because the space


:had-been given to a flower shipment from Quito where the flight-

IIoriginated.) The new proj.ct design must include transportation
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':""-......'The ibasic inf£ras tructure of ,/the sub-sec to :.or !system con-ii,!ii ,i 
and distribution, and credit. Cmuia isae adquate: and n 
mao problems are envisioned. ) 'The t..opics! of :trans'port,i~inp'uts 

hwvrisciical. , .There is ittle ;availab,le commerci'...storagefor non-traditionalproducts 	 al ,:in-: Ecuador. This shortage 

is especially acute -at-the point' of departure. iOne enterprising
in!dividual has stationed az rfierated container at the 'airport
and :rents space to shippers.' Storage must be! addressed in ;the .,- Phase :II:Project, .. . ... . ... .. 

':":'ri'i' "" ." i Production and: Marketing: Inputs" •-: 
Productionand marketing inputs were not included .i

the project design acrtalothe success o h rjc n . .to the •development.of -the sbeco.This is amjrcneta

_error.; 

'r
 
'. The new project design must include-the provision of i
i;.adequate production and marketing inputs as a critical area ofevelopment. 

basi
Turenty insitructuiofthresubectovroussste con­ispts of thensfoll oge, counatns iptmnucur
 
dEquiiti
i!!!i.:!:i:~i andaThe provisilon pmandn'availabilityrd tonunctosraeut''nof inputs is critical to full";o'..:[:

:ii!;i of, the export sub-sector. The project did not ,! :,development ~~~~lms ioned t 	 -Tequpm
all prareenvi oftriportedinut.
diecl adesteconstraints 	 upon-a.'!ca 	 of. inputs but( reliededibt, avbnxmineddllr cn ber setin. Stoenrae,th ; ) ).:
i, .ipromoti£onal/informational; base :to resolve the problems ithat,: i ['i!,:
J::;':.existed. .Basically,. aier lesiat e the :ma jor requirement is stategy and :plan.(-;;i !utenti-telpintd of deamtre.pOnresetisi
.iii-:.of: development from which "all manufacturers and distributors of i !. -!;i(:i~'i::-[nputs' : can identifyi and ;jprojeert future requirements ;and future -:.:; i i !;i 
opotnte.We l atcpnsin !the sub- sector :and 'all'ii ! : i!h­

::[	related industries :recognize - that there is" a- concerted effort to'i!, ?ii',l
;d:evelop ,and, expand the export of inon-traditional iagricultural. i;. i ! 

patclrpout n a to-p"iacordingly'.; Each will b
 
abe o determine. that require
and 	 andeach future volumes otesubstantial 	 if:,the sub-setowillbee mirt wnlsingto
o frtvide
 

Proc iedmareti npus wre.oinclde ins.
 

:~rc1inas to the.success.of the Project and
criic 


http:the.success.of
http:opotnte.We


.
•util:ized i~is :.small' to-medu size.!.Equipment fo;0r !usein th;e~g!: ;;.­
fabricated~i in !the-: country with moespiticatedeipment

imported. Much of the eqipment to be.,utilized :;in the ute !i
w; :-.il) 

be to-facilitate manual l b r . 'i.'.....: i :.:;ii :! !f ur wi l
 

• ~~c# Eguimerit -Marketing "Postharverstj, ,
 

: - .'oderngrading, .packing,.handling", and pre-cooling

equipment is almost non-existent. .Little knowledge of ithe .need
 

e
or:the :useof this typ
f-:-.or of equipment is present .:in the- !;'i :!
 
r :
..icountry. imple grading and packing aids could be fabricated,inii "
 

teCutywhile more complicated equipment must be imported.' " :!l
 
i?:The basilc problem is to create an awareness of the need .for such:
: -

444 

: 
ordere large~: quantities well in ada.44 744444 ~ 4~44444 i ;!':?4444l44,

equipment-in 'the export of fresh produce.: ' 
4-

.. :" .h . 4 2 44 l4 . 

Ther is 
 one imotn ja manufactureri the
 
coutr whs ma 
 orotu4osst1fbtlsfo 


es 
 oa
 
4. ee*4 and4 th IN.Th tye f as4ht a e ae 
 r
 

44itd 
 to obtai jar rqieareailyagevumodr
::: ,.-;.:- ": Basic :fertilizers are available but special.-. ... .
:.i 

for4~4 th inusr now 
 inxitece
 -ml 


'44. 414~A4415, 

1444 4444 44 4 4444 444V 

!:..are •available at present but .are expensive,. ..
 

for the anana inustry. A present,!the'qua'ntit~yl requ'ired byi':?;,! :l!ii~~~!
 
:;;::.:i:,non-trgaditional: qxpor s i very: small ;:and the l~acquisiti£oni ofi :.:.i~
'i}~ii!!
cartnsuorpecficpuroses isdifficult. i:i-
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varying reasons, into export products. Some seekto create a
 

Prodcsengventurel ae largeclindutifaitsor bankelatedn­
prdutione anuexpo e seainare cu rety dominateb

bar r T e 
 a' 
 _ 

enpt non-traditional agricultural product andeorr
idiva ls.. The desing to pu-secfres fruitserntpraus eO.farertraditonal agric utural"exports ahrt-er of l:::-. i!.. , i ii : 
hbackgrou nd, ansdon withuc of to prodtiin
variidutls hiyseedirtoadifenin tospr liteh frisanatao
 

training, background and/or experience in agriculture or agri­
business.
 

"'he fact that many entrants or aspiring entrants into non­
traditonal agricultural export products are not farmers or
rann,.and...
Th acgond exeiec of those deiring t
 
trained agriculturalists is not,in itself, a bad sign. An 
industry such as this, in its infancy, is a very high-risk
business and requires a shake-down period of learning, adoption 
of new technology, and innovation. Those who enter into an
 
industry frtaethe risk-takers and innovators. They pave the
 
way for those who may have more knowledge and skills but do not
have the financial backing to take the risk. Normally, however,

these early entrants into the sub-sector seek short-term profits

and gains. 'Ifthe sub-sector is to grow and achieve its
 
potential, the base of the industry is,and must remain, the
 
producer.
 

12. Target Groups
 

A major fault of the project design was the designation

of target groups. The producers--the farmer/producer and the*
 
processor/producer-- should have been the target groups. The
 
Project document lists the organizations, such as FEDIXPOR and
 
ANDE, 'as target groups. In reality, they are agencies that
 
facilitate the implementation of the project. The seond group...
 
..
designated iexoter cum.producersN not prducers per se. The
 

..... real base of the sub-sector, the real producers, warn not
considered a target group but a reiulbeneficiary.
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II.PrdcrE prtr (S1pes
 

A. arerPrducr/hine
 

B. Pocesor/Poducr/Exorte
 

III.- Prduer
 

A. armerProuce
 

TTheepreprt gcmmrouplortagprosnlca beiented ahd 

acua exportirg (m- eraice)ofcommoitiea vdingompanies 
to. teproducer/exportero prhiuperowrig rCern 

Ag .tproechsor/Produervxoerneprigo motn a 

bTeinpthis (laommercaialorn rfsinl.ayfcltt h
 

The actual targeted groups should be groups II and III.
 

Commentary
 

The project design should have identified the
 
farmer/producer and the processor/producer as the major target
 
groups. (See Table 1,) They are the major elements of the, export

sub-sector that will establish the requaired production and
 
mark~eting bases..
 

13. The Agricultural and Food Marketing System in Ecuador
 

A Commentary
 

The agricultu~ral and food miarketing system in Ecuador in
 
basically the same as in every other country of the world. It
 

.4. consists of various structures, bothipublic and private, that4
 
-*- facilitatu the realization of certain h~i her order functions-­

assem~bly, concentration and disbursion--of agricultural

commodities and-produacts. It'is also composed of numerous
 

intrmeiares nvovedin various second order functions, such~(~~ 
as wholosalintgl'retailing and exporting. There is also a
 



,1multitude of individuals, firms, organizations and-government.~2

ageniesor department& that facilitaet the performance of lower 

2~ 

order functions gtnpoti'rdt 
'2 2 

<'~processing,, stoage'l-gradin-g,- 'p&kizi-', 2 @4ades -and stiri'dards,K., 
~~ information'iputs, reulations, risk-bearing, and others..2 

>2To 
 properly analyze and comprehend the marketing system in

Ecuador and the international marketing- system,~it 'is necessary

to recognize that there isa hierarchical order of marketing

functions. In the creation of time and place utility of 

2 

agricultural commuodities and-products, the higher order functions

of assembly, concentration and disbursion are undertaken through

the second order functions of wholesaling, retailing, and
 

22 exporting. These, in turn, are facilitated through a myriad of
lower order functions that are,, or may be, performed2many times

throughout the marketing system as' the commodities move through

the various market channels from the producer to the ultimate
 
consumer.
 

The problems in the development of the sub-sector can

largely be identified and resolved, over time, with the adoption

of an overall strategy of development. The problem with the

project is that it is not a development project and could not

focus or direct the efforts of others on the problem. -In effect,

every problem inherent in the sub-sector is an opportunity

waiting to be developed. With the correct approach and an

overall, long-.range plan or strategy, these problems or 

­

22 opportunities can and will be identified.2 They will further

facilitate the export. of non-traditional agricultural products. 
 2 

C. Devres/Fedexpor/USAID Operation and Relationship2
 

-~ -''* 1. USAIO/DEVRES Contract 
~,22222 * The Contract for Technical Assistance to service the" 

first Project Component,' "Information and Support 'Services"Iwas 
2 

given to DEVRES.. The contract, which was between USAID and 
DEVESwas to assist FEDEXPOR in establishing a self-financingi
 

22computerized 
 trade and investment intermediati~on service, and an,~~ ~2automated and computerized market information system. 
 2 

2222The 
 Contract between AID and DEVRES was ambiauous and
required, as
----- explained by< DEVRES 'staff, "several montha' to
determine what the project was' to do." To DEVRE5 Staff, it
 
seemed to be o~nly 'a.way'of spending'money. 2example given was
2one 


President.-Forbres' visit to Washington, D. C. A.S./Ecuadorian
 
22 Conference for'buuinessmen was organized with.DEVRES"2222
 

participating. 2About $60 OOO ofproject money was utilized plus

>~.2<2indirect costs of an unspecified quantity. 
 2 

2 2'Direction byUSAID wasNada-hocff as the 2Project 1 proceeded and'2
w'~~i'<as
dominated by the tSAID/Quito Private sector officer. At'22
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4 

firstf-EVR.ES.staff believed that~the Project would consist"'of

prmtin a'tfairs'an~d expositions and 'teachingl. FEDEXPOR how"
-

"performed were' dir''c' dby USAID PIriva.t.eISe IctIor -Of1f.ice.1-As the.
requirements of the Project changed, DEVRES reportedly made many
suggestions as 'to additional services 'and technical assistance
 
'that should be provided. There was however, little apparent

flexibility and comprehension in USAID th'inking. For example,

DEVRES reportedly recommended that a specialist be provided to
 
FEDE)XPOR to interpret market reports and data and help in

developing the distribution and utilization of the information

provided. However, tISAID did not approve this recommendation.
 

2. FEDEXPOR Miami Office
 

The FEDEXPOR/DEVRES office is located near to 'the Miami

International Airport and next door to the offices of Arlington

Petroleum and T-:ading, the only private oil refinery in Ecuador.

It is'related to the Grupo Clasa Ecuador, an agricultural

subsidiary of the Ecuadorean holding company CLASA.
 

The office is well equipped to carry out an informational
 
program and DEVRES staff have designed an efficient and effective

information gathering and reporting system. Extensive files on a

broad range of products are well kept and easily accessed.,

Information has been gathered in depth and sent to FEDEXPOR Quito

on such diverse subjects as rabbit production and marketing,

angora goats, a multituide of fresh fruits and vegetables,


4' processed'products, wood products, fish, and many others. ''' " 

3. DEVRES Miami
 

The present staff of DEVRES in Miami has excellent
 
experience. The Senior Associate in charge of the services

provided under the contract to FEDEXPOR is Ezekial Villasenor,

Mr. Villasenor has extensive experience in produce trading in

California where 'he was associated with a fruit and vegetable

producing and wholesaling firm. He has' excellent contacts in,

and a rapport with, the industry. one staff member is
,good 


.responsible for the automation and computerization of the
 
""information-gathering 
 and reporting activity . He has excellent"'''"
 
experience and has developed an efficient computerized system
 

'both 
 for information-gathering and reporting 'and for routine
 
office records. The servicing activity of DEVRES is,reportedly,

not a full-time activity. Therefore, to'lower its overhead,

DEVRES experimented with several activities to help defray costs.

In May of 1987, DEVRZS established Verano international, a
trading company, Ito utilize more fully the staff employed. The
 

.,	offices of.Verano are adjacent to, and connected with, the

FEDEXPORoffice. Some of the FEDEXPOR equipment is shared with

Vairano and some of.Verano's equipme'nt~is shared with FEDEXPOR.

F'7j«or, example, the telex number is FEDEXPOR's but the telex machine 
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-iVeranao's. A very detailed computerized system of checks and~"''
 
Jal1ance's is; utilized tof determin~e what equipment is utilized 4for
-~zwhich are mad acordingly., The' DSVRES.oporation anrid charges 


~Q2 'taff are. utilized7 part-ti±me for
roviing sFviceXto 

- - -m -t ime' oye 	 -. 

When 	the contract with USAID was implemented, DEVRES

established an" informational base, made contacts wIith potential 
 ~ 
buyers and 'investors,~and participated in trade fairs to display

Ecuadorean products.~ Reportedly, DEVRES attempted to act as a

representative and tried to sell products for FEDEXPOR and its 
members. DEVRES reports that FEDEXPOR failed to react, and follow 
through to leads . When sales were made, FEDEXPOR or members of'
FEDEXPOR failed to follow through with samples and personal

contacts, Participation in trade fairs and expositions was
 
attempted but it was too costly andl difficult to exhibit
 
products. A representational presence was determined to be more
 
cost-efficient.
 

The information collection and reporting 'system has benn4
 
excellent from the standpoint of the volume and quality of market
 
information and data collected and sent to FEDEXPOR Quito.

However, the DEVRES staff report that they feel isolated. They

feel 	that the information flow is one way and that they receive
 
insufficient response, information, and'communication from
 

/ 	 PFEDEXPOR. They believe that FEDEXPOR has 'not taken advantage of 
their office in Miami and has not tried to make it a real 
FEDEXPOR office. : 

DEVRES had, reportedly, recommended to FEDEXPOR that a staff

member be stationed in Miami to operate out of the office and
 
learn the "business". This was an. attempt to create a feeling

that 	the Miami office was the office of FEDEXPOR, and to
 
facilitate the transfer of the office when the Project

terminated., That this did not transpire was, evidently, a
 
problem with USAID and FEDEXPOR-.-both in terms of finances and of

comprehension of needs. The DEVRES/PEDEXPOR office in Miami is
 
also responsible for' the provision of technical experts forA

various activities, such as lecturers 'inthe vari.ous trade
 
workshops sponsored by FEDEXPOR. They have provided names and
contacts of individuals for such activities but FEDEXPOR made the
 
ultimate decisions, often not using the recommended experts.
 

DEVRES believes that the people participating in the project

in,Ecuador have not heeded their advice nor comnprehended the

vital concepts of marketing. Basically, DEVRES believes that they

have-neither communicated nor cooperated with them in good
 

I Allegedly, a sizeable sum of m~oney in the project has gone
unused. This is because imany activities that were to be
 

1undertaken 
 were 'not desired at the time by USAZD or FEDEXPOR. 
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Some of these non-approved activities include travel and
 
technical assistance. 
DEVRES has offered to extend services
 
under the contract at no-additonal-cost based on this surplus.
 

4. FEDEXPOR Quito/Guayaquil
 

FEDEXPOR's principal office is located in Quito with a

branch office located in Guayaquil. The Quito office is linked
 
directly with the office in Miami. 
 In turn, the Quito officE is
 
connected directly with the Guayaquil office and relays

information and data to that office on 
a regular basis. From the
 
standpoint of equipment, FEDEXPOR is 
well equipped to receive
 
market information and data. DEVRES has 
installed a system and
 
software package that permits timely receipt of 
information.
 

The offices of FEDEXPOR are fairly well managed at present.

DEVRES reports that at one time this not the
was case and that
 
the offices were "very" disorganized. The present organizational
 
structure is not conducive to undertaking a full-scale
 
marketing/catalyst role. To be effective, the staff complement

of FEDEXPOR must consist of more 
trained and experienced
 
marketing professionals.
 

Allegedly, when the Project commenced, the Executive
 
Director of FEDEXPOR was not well 
liked by the USAID Private
 
Sector Officer. Reportedly the present Executive Director, who
 
had been an employee of FEDEXPOR, waF picked by USAID and
 
eventually made the new Executive Director. 
 Under this new
 
leadership, organization and management have improved and
 
FEDEXPOR has expanded its membership and prestige.
 

5. Current Relationship Between DEVRES and FEDEYPOR
 

The relationship between FEDEXPOR and DEVRES began 
on
 
an excellent note. However, with the passage of time and due to
 
changing opinions, an ambiguous contract, a poorly conceived
 
project, and domineering and erratic management by USAID,

relations became tarnished. The expectations of FEDEXPOR at
 
times could not be carried out by DEVRES; at times, FEDEXPOR
 
follow-through to DEVRES 
initiatives was not forthcoming. The
 
staff of FEDEXPOR was too small and inexperienced to fully

utilize the information and to follow through on the leads
 
provided by DEVRES. 
At times, the members of FEDEXPOR did not
 
comply with their commitments, especially in terms of following

through and consummating a sale when the preliminaries to a sale
 
had been made. DEVRES reports that the flower producers were
 
especially difficult to work with and it 
was difficult to get

them to cooperate. -
In the course of the assessment, it was noted
 
that the flower producers, although only in operation for 
one or
 
one-and-one-half years, 
felt that they were self-sufficient in
 
terms of knowledge and marketing and needed no 
help.
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Currently there is formal communication between the Miami
 
office and the Quito office. However, each office senses
 
isolation and a lack of communication. DEVRES believes that
 
FEDEXPOR is not equipped to fully utilize the data provided and
 
to follow through on market leads. FEDEXPOR, on the other hand,

believes that the Miami office should be a fully representational

office, making sales and solving problems of shippers.
 

D. Conclusions and R.ecommendations
 

1. Conclusions
 

The Promotional/Informational approach utilized in the
 
project is of a short-term nature, usually aiding or assisting a
 
limited number of well-to-do individuals, and undertaking short­
term activities with short-term objectives. Usually the results
 
are rapid and showy but of short-term duration. It is not an
 
approach oriented to or facilitating the development of a long­
term, permanent foundation stronghthing the grass roots elements
 
of the industry. In this case, -he grass roots are the
 
farmer/producer and the processor/producer. The approach

utilized does not foster permanent, dynamic and expanding

production and marketing bases--the requirements for an export­
oriented, non-traditicnal agricultural sub-sector.
 

By contrast, the basic goal or objective of the project

should be to develop a sound, dynamic, growing and profitable

non-traditional agricultural e.&ort sub-sector capable of
 
achieving Ecuador's poten-cial. The establishment of a sound
 
production base and . strong and dynamic marketing base are the 
essential components of a successful non-traditional agricultural
export sub-sector or system. A country, such as Ecuador, may

produce various commodities or have the capability of producing
 
new counodities, but without a sound production base and 
marketing base they do not have a product or products 
to market.
 
(Figure 1-A).
 

To achieve the full development of the sub-sector requires

adoption of a national policy and strategy. This strategy would
 
serve as a guideline for participants in the sub-sector with
 
respect to the development and upgrading of individual 
enterprises. (See Table 2) Years of effort have shown that it
 
is ineffectual to upgrade a sub-sector or system by picking or 
choosing only one or two components of the sub-sector and 
concentrating development efforts on these. All components,
entities, and functions of the sys.3tem must. b addressed 
simu].taneou-ly to achive last:i ng a ind permanent dovelopment. 

The services providod by ]EVPIU-; to FEIJEXPOR and the Project 
in general were inva1ua hIe. Withou t those services the Project
could not have achieved a fraction of its accomplishments. 
Although there were problems throughout the life of the project, 
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they were minimal, The strained relations that are in evidence
 
,aremorethe -­resulit of-poor-project-design and-faulty,-.andF sometimes domineering, management by the former USAID staff. The
recommendations of DEVRES, and likewise the desires of FEDEXPOR,

went unutilized and unheeded due to a lack of understanding of
 
the 	task to be undertaken.
 

The major complaint by FEDEXPOR is that the Miami office is
 
not functioning as a representational office. On the other hand,
DEVRES points out that a representational role was attempted but
that there has been no activity'or follow-through on the part of
FEDEXPOR or its membership when sales leads were made. 
This is
not 	a fault of either party but a fault of the project design and
conceptualization. It is evident that the Miami office could not
survive or be cost-effective as a FEDEXPOR office only. The

production and marketing base now in place in Ecuador does not
warrant such an office and could not support such an activity

without the assistance of USAID. In the extended project, the
office and the contract to maintain the activities in the office

should both be continued on a "need" basis. 
 The 	services

provided by DEVRES are invaluable to FEDEXPOR which does not

have, nor will have for some time to come, the capability and
capacity to operate effectively on its own. In the future, as
Ecuador's potential is developed and the volume of exports

expands, FEDEXPOR could have its own independent representational

office.
 

2. Recommendations
 

a. Extend and Re-Design Project
 

The 	Non-Traditional Agricultural Export Project
should be extended and re-designed or re-cast to emphasize the
development of the sub-sector. In essence, the present Non-

Traditional Agricultural Export Project funded by USAID can be
considered as Phase I of a longer-term developmental effort. The
extension and re-casting of the project may be considered a Phase
 
II effort.
 

b. Pro ect Goal or Ob ective
 

The basic goal or objective of the Project should
be to develop a sound, dynamic, growing and profitable non­
traditional agricultural export sub-sector capable of achieving

Ecuador's potential,
 

c. 	 Prepare and Adoot National Policy and Strategafor 
the Development of the Non-Traditional 
Agricultural Export Sub-Sector
 

As part of the new project thrust, and to set a
 
base for the operation and activities of the project, a national
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7 developmental strategy for the non-traditional agricultural
expo-sub-ector.sholdbe prepared-a nd-adoptd SeeA
National strategy for the Development of the Non-traditional 

Agricultural Export Sub-Sector inEcuador, A Model," Appendix E.) 


d. Redesignate the Princip~al Target Group 


The Target Groups of the Project should be 1) theProducer (the Farmer/Producer or the Processor/Producer); and 2) ­the Producer/ Exporter (the Farmer/Producer/Shipper and the 
Processor/Producer/ Exporter). 
 (See Table 1.)
 

e. Directly Involve the Public Institutions. 


K :The public-sector ministries, institutions,

agencies, parastatals, autonomous organizatons, and the like .
 

-) : should be directly involved in the development and implementation

S 	 of the project and should be involved and utilized in the
development of the sub-sector. They should be utilized to

improve the overall climate for the export of non-traditional
 
agricultural products and to facilitate exports through changes

in the laws regulating or controlling exports and/or the

acquisition of required inputs.
 

- f. Utilize a Systems Approach in the Implementation

an Opera-tion of the Proie'ct
 

A "systems approach" should be utilized in thie
development of the sub-sector and in the design and

implementation of the extended Project. 
 In this approach, the:
sub-sector is viewed as a 
'"system" of complementary, inter­
related and interdependent individuals, institutions, structures,
-functions, services, and activities. 
- Utilizing the systems ­

"approach, facets of the system are developed simultaneously, 
- including developing and upgrading skills and capabilitie.s

upgrading and establishing required organizational structures;

upgrading and establishing required infrastructure; and
 

-upgrading, 
 introducing, 'and adaptating the required production

(pre-harvest) technology and reqie aktn pshret

technology.'' 	 qie aktn 
pihret
 

-Reorganize
g. 	 FEDEXPOR
 

Table 2 presents a recommended restructuring of
 
<'" FEDEXPOR.' The staff of FZDEXPOR should be trained and.experienced in marketing with a minimum of "chiefs" and a 
maximum


of functional employees. The Assistant Director should be made
 
"Director 
 of 'the Guayaquil' office.
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Table 2. FEDEXPOR - - PROPOSED COMPOSITION/ORGANIZATION 

DIRECTOR 

SUB-DIRECTOR
 

Quito Office Guayaquil Office 

- Technical Department I - TechnicaI Dept. 
- Program Department - Program Dept. 

External Offices
 

- Representational Offices
 

DEPARTMENTS
 

Local: Quito/Guayaquil
 

(Developmuntal ) 

A. Technical Department B. Program Department 

1. Marketing- 1,iaison 

Marke tin Sp.ciast Liaison SFrecialist 

Marketing Analyst/ - Information/Publication 
Special ist
 

2. Production - Extension/Education 

Production 	 Spccialists- Field Staff 

Externa 1 

C. Repreientational Offices 

- Miami 

Other ? 
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Th 
e 

se v c s p o i dbasi. The.feesi should 
lbe ion'a :""cost plus": basis for :the:iniia atvity plus,a small: 
percent:age of the do.11ar or.,Sucres: value of.the; income ;genera
..ted ./:
 

Activities to expan mebrsi and prv dencoment ;!'
hould
 

oIL
OSub-project (Enterprise) analysis anddvlpet
 

.~ Make "nelgence" reports. .' :..
 

ariiat 
 in: the' developmet of theA 
 syAstem.
 

: "" o Provision of technical assistance in marketing; provision
rJ i,
 
-..of -information and assistance on production technology.:
 

oPre-inspection services.....
 

i:;': ;,o. Sales/intermediation and repr.esentational services in ;'
 
,.,.target markets,.:. 
 /
 

''
 ...,:' ANDE should be given a coordinating_
. .. role to bring togetheri­ "' r
 

..:..
t'he: various industries , organizations,,and.individuals that .are:: /'.;'i-:.
 
;:,involved ino
,!:;-, eae otenntraditionali.agricultural!export _i:-,.:ii
 
:.:i;
sub-sectori or system,. It should develop a long-term .natiobnalr :"'i:/ii!;:


s:i.. agiulua
trategy for' the development of the non-aitioa 


given n invoementalicoodinating: role. it meersht i and!:);: i
 
compostio shuldi be: expanded--to :includeal prticipantsm:in tho
 
non-;traditiona agricultural export: sub-ssemheCuni
 

r
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:-"EVALUATION OF THE FINANCE rFACILITIES COMPONENT OF )PROJECT, !i 

I. Iac -Prdcin, Exort. and Employment Generation 

A. u 	 h,31,_ ,,8,us Plan 

, :A quantitative comparison of results to date v e r s u sl thet/. , : 
impac forec asts for-Proj: ect i518" 0019' s :Investmnent Credit 1" 

" rLr :"

S?/Facility :and Reimbursable Fund: is providedin the: chart which .•
i.iappears on the following page. 	 ?-:
 

:."Basic data forecasts were obtained and confirmed from the,c t- -...p.roj:e paper,- including the logical ftramework, and. from' : ,,.- .scu ss
di1 ioswt isinpronl Actual results to date were :
developedt. througharve of the OR*O, & Asociados, Cia;i .Ltda. March. 8,. 1988 Study through field visits; :through an ;­

:Aexamnto of disbursement documentation and: of t hei Project. .:- /: ;fieincluding previous evaluations; iand through t~he -ompletion­and analysis of imapact profiles coern th 22 sub-oan
 
-: accomplished-to I datel together, with exami nation of other : 

r
unetaig which did not.use project:monies directly but which 

: : did reflect production, export and/or employment generation !. 
; im lpact as a result of. the- project at large. .Results to :date were_
:!:also confirmed indiscussions-with Mission personnel# Central: 
; .:
:Bank':officials,. and :officers of the participatiLng financial 
 :
 

institutions '. .... ..... . . . 
: i ii1. Disbursements. 

AI dibreet foIhne tmen Credit Fclt

have .totalledUS$ 4.6 million. Counterpart disbursement e .....

totalled S/.20.0 million, equivalent to approximately U ; : :: ii:*
Disbursements from- the. Reimnbursable Fund have totalled the "!; :)' 

: 	 l%:oans from the Investment Credit Facility include cumulative :m~::::)i:

increme.ntal:exports of US$6.05 million and a cumulative .
not2 ii :~
foreignnexchanglegain of U0S 2 :million , iZnadditin ;project :!::i 

l afunded ......... .. m...... value-ad .................actlvit ie, io....d .lative "de 
increm n t o m i ona nd475mnow e a d fu l t m::ij S 3 2 	 i u l ti 

loafudedactiviis :were eqa.o...2 ilin umltv
 
notincme ub-browr
aggrgat arned byth 	 mone t h
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US$590,000 forthe aggregate number of sub-project workers.
 

grain and'grain by-products from a shrimp teed processor,

totalled US$l.2 million.
 

Zn addition to the direct economic impact achieved to date
through the project loan, there has been further, indirect impact

from export operations which did not borrow from the Investmuent

Credit Facility but which started-up or expanded as a result ofother aspects of Project No. 518-0019. These results have beenadjusted from estimates provided by O.R.O. & Asociados, C. Ltda.
in its March 8, 1988 study on the subject. They indicate some
US$2.5 million in incremental export sales; value-added 
increments of approximately US$2.2 million; and employment
generation of close to 1200 jobs, mostly the full-timeequivalents of part-time and seasonal field labor requirements. 

B. 	 Analvais of Results/Variances
 

1. 	 Disbursements.
 
As shown in the Project Results Chart, the financing
facilities, that is, the Investment Credit Facility and the


Reimbursable Fund, have been changed over the life of the project

from their original amounts. The Investment Credit Facility,

through the Loan Agreement as amended, was increased from US$

4,000,000 (9-28-84) to US$ 8,000,000 (8-31-86). The Reimbursable
 
Fund, which is the FEDEXPOR grant-funded facility for financing

feasibility studies and technical assistance, was originally net
at US$ 300,000. It has since been reduced to US$144,000 and,

more 	recently, to US$ 134,000.
 

2. 	The Investment Credit Facility.
 

autorz~WhiletdisbuFacilit of the US$4.0 million originally

authorized for this Facility had been accomplished by August,
1987, the disbursement process was and continues to b, 
tortuous
* at best. In this process only two PIs ­ both 	of them finance

companies or financieras - have done the on-lending. Out of the
total of 22, one of the financieras made 15 of the sub-loans; the
other financiera made the balance of 7 sub-loans. Counterpart

disbursement from the GOE has been limited to only the equivalentj

of US$50,000, disbursed just recently.
 

Initial AID disbursement from the Investment Credit Facility
did not occur until 12-26-85, that Lao 15 months after the

signing of the loan agreement. As evidenced in the pertinent
project implementation letters, one part of the delay concerned

clarifications in,additions to, and compliance with the
conditions precedent The specific areas which took the mosttime weret a) the execution of a fiscal, finance agency contract
satisfactor to AID, between the Ministry of Finance and the
Central Sank of Ecuador (CDI) l b) the presentation to AID by CBS
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of a satisfactory statement and description of.CBE's Procedures
fo-rCarryingouat-he -proj ectt--and-c--the- exedutin-1 -satis factory,.- ­
to AID, of subsidiary agreements between CBE and the PFIs for 

-. _ 

.~* .crrvnnout
the Project.
 
From the project files it is clear that considerable time
 

was taken in the drafting and review of these documents.
Specifically, the CBE was slow in presenting its drafts and AID, 
which had problems with the drafts, could not resolve these

problems quickly. The slow resolution of these problems was the
 
result of several factors. As regards CB -oriqinated delays,
a cording to a 2-26-85 AID memorandum, delays could be attributed 
to the lack of an authoritativi, person in charge of the Project
at CBE, and to the apparent low priority which that person placed
on the execution of the Project (518-T-058). The memorandum went 
on to say that a new, more interested and capable person would 
soon be in charge of 518-T-058 at CBSE. As regards AID-originated
delays, it appears that the Mission was not entirely clear itself on what exactly it wanted in each of the documents. It also 
seems that it had difficulty in communicating with CBE and 
assisting CBE in finalizing the necessary changes to the
 
documents. Reportedly, the Private Sector Office was engaged in
the launch of a variety of other activities at the. time and ~~i 
consequently may hav failed to dedicate sufficient continuing
effort to CBE's fulfillment of the conditions precedent to 518-T­
058. On the other hand, the CBE had several other much larger

financial facilities to launch and/or monitor. 
The size of these

facilities required significant amounts of CBE perronnel time. 

Despite the appointment of a new person at CBE to take

charge of 518-T-058, it was not until 7-3-85 that CBE satisfied
 
the conditions precedent in force at the time. 
And it was not
 
until 12-26-85 that AID accomplished the Facility's first

disbursement to the CBE . Subsequent to this date, additional . ., .i

disbursements were made but only at an uneven pace. 
Further
 
transaction analyses of disbursements--a grand total of 28-­
reveals average elapsed time of four to six months between credit
 
application dates and actual dates of receipt of funds by the

end-users, tnat is,by the "sub-borrowers". In some instances
 
elapsed time exceeded nine months.
 

*. The reasons for these delays were as followsai
 

o Failure of AID to establish, in a timely fashion, a
 
revolving fund that would help to eliminate delays
between the. time a credit application was fully
approved by the PFI, the Advisory Board, the CBE andAID, and the time that AID could fully process
voucher forms 1034 throug~h Mexico. (The latter
 
*rarely takes loss than 30. days).
 

........... Failure of the COE and the PF15 to respect the spirit
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of the project and to advance any fresh counterpart'~
 

0 'System illiqtaidity and related overdraft status of 
, ,the PFls, which made it difficult for 'the PFIs to
advance funds to sub-borrowers for~ subsequent "'4 'y;>


rediscount.--
 I:
 

0 Differences, clarifications and disputes concerning
..........
applicable rediscouint and~sub-borrower4 interest.
 
rates. AID's policy regarding these rates was that..

they should be at market value and should approximate

positive real interest after deducting inflation.

Sub-borrowers and other- argued that new agribusiness

projects required prefe~antial fixed rates. On the
ohrhand, Pswhich ddnttrust the CBE to
 
process rediscount applications on a timely basis,

'were unwilling to loan monies at preferential rates
 
when they.might have to fund such loans at a loss-­
because of the relatively~higher costs of own capital

and of issuing financial certificates and other
 
instruments--for extended periods of time. PF~s also
 
argued that because of the high risk of new, non­
interest provided them under 518-T-058 was/is not
 
really sufficient.
 

K o Clarifications, and probably a negative CBE reaction,
 
as to AID's disbursement currency policy whereby AID
 
disbursements for local currency costs of the Project

are only to be effected in local currency. Under
 
this policy AID brings dollars into Ecuador and
r.. exchanges them at the highest free market rate. Thepolicy justification ii that this exchangerate will
 

behiherthan,that which -wouldbe obtained through
1the Central Bank and that consequently greater:

amounts of local currency will be available to the
project for any given amount of dollars#- (As a rule,
most international lenders ~do disburse' dollars.
 
directly ~to the CBE which then enjoys a measure of,

control over thesir conversion .. localcurny
tlo 

Informally, CBE officials arguod~that ifurhecnty

would be owing dollars to AID, it should be receiving­
disbursements in dollars. They also pointed out
 

~, ~ that, at one staget,because of diminished dollar
 
demland in the market, AID was unable to -find buyers

at a beneficial exchange rate for the project, and 

had'to delay effective disbursement as a 

. 

A ~~consequence.)'th 

o4'0AID has also-changed its policy twice during~h
~prjec concerning the disbursement of funds to cover--­
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dola oss Frti held that Aollaswudb 

tha.o'alcurrency, proeeds fromiYAID! sl, dollar,;j
exchanges would have to be convertedback todolars,~in order to open letters of~ credit oi-otherwise cover

dollar Costs. Finally, this policy reverted to the:,i Q
 
first position again. 

0 CBE delays in examining and approving sub-project4
credit rediscount applications presented by the PFIs.
 

* According to CBE officials, roughly 60% of all
 
rediscount applications are returned to PYIB for lack
 
of adequate documentation, insufficient data,

incorrect or incomplete analysis, and/or ineligible

applications. According to some PFI officials, the
 
return figure is closer to 100%. According to these
 
same officials, it also takes up to two or three
 
months before the CBE finally accepts and approves

the corrected application. During this period, at
 
least in theory, a PFI will have disbursed market­
cost funds to the end-user at a preferential rate
 

* 	 ~~incurring a negative spread and consequent loss. ;*,:~~
 

dibIn point of fact, the PFIs rarely, if ever,,effect such

dsursement. instead, they may issue a check and require that


the sub-borrower endorse his check back 
to the PFI. This,

generatep a "disbursement document" (the check),which the CBE may

accept as evidence that the sub-borrower has received his

disbursement, Based on this evidence,, CE may effect~the.
 
rediscount, that is,may credit the PFI's account to fund the

loan. The loser in such a transaction is usually the sub-

*
 

borrower and his agribusiness project, particularly if the PFI-.
 
even after its, account,has been.credited by the ,CBE--st'ill takes
 
more time than-necessary to finally effect disbursement. IThe_

results are the same, or worse, in instances where theCBE

a~plies the-rediscount proceeds to the PFZ's overdraft.' When
 
tsoccurs,.PFI management, reasoning that ~the transa-ction
 

really provides them with no afresh" resources, may choose ,to

"leave" the corresponding funds in hge-ielding commercial
 
loans or other assets for as long as possible't'in direct,
 
needs may become >urgent.~ (As an alternative, PFar somet4.mes
 

.choose 
 to issue a guarantee to the sub-borrower and suggest that

with' this guarantee he obtain credit, say from a commercial bank,

,until such timexa5'Fthe P71 can be assuredeof its rediscount at,the CBE,' Even if the sub-borrower doas lobtaini funds on a timely
basis- usingr such a guarantee, the cost of these funds, at,
commercial '4±tes,.plus the coosIt of~the guaraInItee, if incurred fo 
an.unreasonable period of time, can seriously impair the sub-,.

projectf'chances of success,
 

Fu~rther~ on the subject of reure tppictiosPF 
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officials ,argue that-the CBE should not examine sub-project"
 

beieesithas adequate,. sfft aoptet
ccomplishv'the
 
., ~properfcredit andufeasibility anlys'es, They also state that the <

CBE analysts are not always competent to conduct such analyses
and that their reasons for returning applications are not
justifiable, particularly in light of the time needed to analyze

and cure the alleged application defects. Finally, the PFIs note

that since they are taking the~ commercial risk in the

rediscounts, their analysis of the credit should suffice for
approval purposes with the CBE needing only to examine a sub­
project's eligibility under 518-T-058.
 

As in many--if not all--countries, the Central Bank argues.

that it is the incompetency of PF1 analysts which leads to the

approval delays. Officials of CBE point to the fact that

rediscount applitations are often incomplete and/or-incorrect

given the terms of 518-T-058. They also state that the 
corresponding project feasibility analyses are often poor andlacking in requisite detail. Finally, they note that feasibility 

K 

analyses are smtescontracted out to piaecnutn im
which~do not use CBE methodology or which simply carry out poor

analyses.
 

CBE officials also argue that, as borrowing agent for the
 
A GOE under 518-T-058, the CBE must be responsible for both credit
 

and foreign exchange risks and that to properly carry out this

responsibility they must perform their own evaluation of sub­
project financing requests before approving a rediscount.
 

Understandably, there is considerable disagreement between

the CBE and the PFIs as to who is most at fault for the approval

delays. It seems clear that both parties shake some.
 
re~sponsibility for the delays, depending upon the, particular
credit application in question. (Recommendations. as to how to
reduce delays in the future are offered below.)
 

3. Countereart Contributions
 

Counterpart contributions have been poorly defined.

Initially, as set out in the Loan Agreement between AID and the

Republic of Ecuador, the borrower (GOE) was to provide not less
 

IK than the equivalent of US$ 2,000,000 to the Project, including,
costs borne on an "in-kind" basis. Annex I to the Loan Agreement
delineated the counterpart contribution in relation to the total

investment oosts of financed-sub-projects by stating that AID
would finance on average 65% of such investment-costs ("total

project cost-) with the Republi of Ecao GE--hog the
CBE. The latter would be responsible for making available
through the investment Credit Facility financing,for that portion
~of total project costs not covered byj:the,,AXD Ioan,' itwas, 
estimated that such contribution would ave'rAg 25% of'total-; 
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amount, AID provides 65%, the CBE will provide 25%, and the PFI
will provide 10%. In addition, sub-borrowers will be required to
certify that their "in-kind" contribution represents no less than
20% of total sub-project cost, which amount will not be

considered as part of the sub-loan. (In other words, 80% 
of the

project costs may now be 
financed under the Investment Credit
 
Facility.)
 

P.I.L. No. 27 further specifies that before AID will make
 
new disbursements under 518-T-058, the GOE--through the CBE--must

first disburse the equivalent of US$ 150,000 from its 200 million

Sucre fund. The basis for this figure of US$ 150,000 is that it
represents one-half of the roughly US$ 
300,000 which AID had

already disbursed from the second tranche of US$ 4,000,000 for

the project, and that the corresponding 2:1 ratio would be in
compliance with P.I.L. 
No. 21 on this subject. (The relevant

interpretation of P.I.L. No. 21 
is probably subject to some
 
confusion but it has been accepted by the CBE.)
 

To say the least, the counterpart contribution issue could
have caused disbursement delays if only because of the time 
necessary for each party to interpret the stated requirements,

especially because these were changed on 
several occasions and

because in each instance they were open to very different
 
interpretat ions.
 

Personnel changes at the Ministry of Finance, the CBE, atAID and at the PFIs since the signing of the Loan Agreement
(there have been five Ministers of Finance) have caused

disruption. in the case of the CBE, during the period 9-18-84 
to date, there have been three changes with regara to personnel
in charge of Project Loan 518-T-058. At AID, after the July,

1987 departure of the Project Manager, there was 
no full-time

replacement responsible for the Project until January/February,

1988. (Officially there still is no Project Manager for the

Project). 
 There have been two AID Directors as well since the

Project started. Additionally, the President and 
a key Loan

Officer from the PFI which has 
participated to the greatest

extent 
in the Project had left that financiera by early 1987.
 

4 . The Re iml-u rsahl e Fund 

As shown .n the Project Results chart, disbursement
from this grant-funded facility totalledhave US$140,000 out of 
an originally authoriz(d tot:ail of US$300,000. (This original
authorization has since been reduced to US$134,000.) Only 11
completed feas ibi Ftudes.ity have been financed from the fund,out of a projected tota l of 30 sucl studie,.. Five of these
studies ]eI to sub-proj ec:ts thiat we re f i n it nc ed from the project
loan. Ten of the eI even studies ]ed Lo actuaI start-un sub­
projects. Only one of the studies entailed start-up technical 
assistance from a management standpoint. 
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The original authorization cutback and the shortfall in the
 
fund's study output bear qualification. As regards the cutback

d emand for financing from the facility was slow at timethe that
the-cutback-as-e-f fected7 id lii ire'we a ready
available from the facility's first repayments. The proceeds from
the budget reduction (US$166,000) were also need elsewhere in the 
 " project. As regards the shortfall, part of the problem must be
attributed to the difficulties and bad reputation of the

Investment Credit Facility. 
These tended to discourage potential

fund users both because of the uncertainty about obtaining future
sub-project finance and because of the apparent difficulty of
working with the PFIs' 
 At the same time, largely because of the

problems of the Investment Credit Facility, promotion of the fund
 was also inadequate. 
At present, there are some US$40,000 (in

Sucres) in the fund. 
These monies are being relent at a slow
 
pace despite reported fresh demand. The'virtual full-stop of the
Investment Credit Facility, diminished interest in the fund from

the PFIs, the approach of the P.A.C.D., and the nearness of the
Presidential election all 
seem to factor into the slow use of the
 
fund at this time.
 

,2 (As regards the PFIs and their possible active interest in
the Fund, it is worth noting that the original plan for
 
disposition of interest and principal payments to the Fund has
 
not been implemented. Specifically, as planned, 50% of interest
payments were to be for account of the PFIs, and, after 15 years,
all of the Fund's principal repayment balance was to revert to

the PFIs as assets. In practice, only 25% of the interest
 
payments 
are for account of the PFIs and the remaining interest
 
as well as the principal balance revert to FEDEXPOR which
 
continues to administer the Fund.)
 

It is probably fair to expect that together with
improvements in the implementation of the Investment Credit

Facility, demand for and implementation of the Reimbursable Fund
 
will also pick up.
 

5. Economic Impact
 

The significant variances between forecast and actual
 
economic impact from the project must also be qualified.
 

Measurement of the project's economic impact is complicated
by the fact that the project paper and logical framework failed
 
to adequately specify a number of important indicators. At the
 
same time,, for one of the indicators which was specified, it is
virtually impossible to derive a meaningful measurement. The
important indicators which were rot specified, but for which the
project has thrown off measurable results, include project-
 .attributable net operating foreign exchange increments, value­
added increments to the economy, incremental jobs, sub-borrower
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incremental income, land-use increments, incremental worker
 
income, and incremental farmer-supplier income. The faulty

indicator from the logical framework suggests that the per ita
 
measurement of achieving the project goal will be real per capita
 

- and annual increases in agricultural

sector output of 5%, both by 1990. Because these indicator

levels cannot be verified before 1990, and because they could
 
occur or fail to occur for reasons substantially unrelated to the

project's activities, they are probably not valid for helping to

draw 	any conclusions about achievement of the project goal.
 

Analysis of the key variance between forecast project

results and actual results, that is, the fact that total exports

of non-traditional agricultural products barely reached US$9.0
 
million versus a projection of US63.0 million for the cumulative
period ending with the P.A.C.D., reveals that the the shortfall
 
is only explained in part by the slow, poor implementation of the

Investment Credit Facility. There were other, mitigating

circumstances, which were not taken into account in the forecast.

The most important among these is the fact that all agribusiness

project outputs require a reasonable lead time before they can
 
move from concept to market. Depending on the different types of
 
crops and products involved, the necessary lead time can be
 
greater or lesser, but it will rarely be less than one to two
 
years. In the case of Project 518-0019, the expected lead time

should have been even greater because of the new and risky nature

of the undertaking. A closely related factor is the time that is
 
required to achieve a national, multi-sector awareness of and
 
interest in a new initiative such as non-traditional agricultural
 
export.
 

The project has contributed significantly to creating this
 
awareness and interest. And the movement from concept to market

has begun, however gradually. Plantings are increasing as are


,plans to start and/or expand processing facilities. These are

the beginnings of production and marketing bases, and over the
 
next three to five years, incremental exports can be expected to
 
grow 	apace. 
 In this sense, the US$63.0 million indicator was
 
clearly too ambitious given the Project's time frame, In fact,
* 	 total exports of non-traditional agricultural products for the
 
last three years, which were only in limited measure attributable
 
to the Project, were barely equal to US$50.0 million.
 

II. 	Key Factors in the Operation of the Finance Facilities
 

A. 	 The Sub-Borrowers/Sub-prolects and Credit Demand
 

A fundamental AID concern in implementing the Investment
 
Credit Facility has been for the "right" people to get loans for

the "right" sub-projects. In this context, the Mission ha~s 
run

into *aproblem common to most development finance undertakingas
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into a problem common to. most development finance undertakings:

how best to define and redefine, over time, the desired 
targets, The following discussions treat this subject in 
relation to the implementation of Project Loan 518-T-058. The
pertinent recommendations are summarized in section IV. 

1. Definition of Targrets
 

It is difficult and probably imprudent to draw very
strict eligibility criteria, but enough has been learned about

credit demand to be able to begin to both draw some lines and to
better orient the sub-project/sub-borrower identification
 
process. For example, the project's financings to date are too

skewed by product-group and function. (Flowers, shrimp/fish

versus fruits, vegetables, and other products; and primary

production versus processing.) The financings have also been
going to principals who enjoy greater access to finance than do
 
most. 
Neither of these two project short-comings is entirely

negative, even when it occurs in tandem with the other,

especially if considered within the context of a high-risk, still

relatively young undertaking.
 

Additionally, at this point in time, the project's financing
component is hampered by a bad reputation because of delays In
 
disbursements. Under the circumstances, it is 
not unreasonable
 
to expect that only those best able and willing to "wait" for

financing, including sub-borrowers and PFIs, will even consider

making and processing a loan application. For the continuation
of the project, however, AID should make it clear that some sub­
projects will simply not be eligible for 518-T-058 financing even
 
though they might have been previously.
 

2. Drawina Lines
 

The basic line to draw will disqualify those sub­projects that come from already well-financed product groups and

functions and that also are sponsored by principals who ought to

be able to obtain financing from sources other than the AID
 
facility. If a sub-project falls into one of these two

categories, but not the other, it ought to be examined closely to

ascertain its impact in that other category. All other things

being equal, then, if a new vegetable sub-project were to be
proposed by a well-to-do principal, such a sub-project should be
 
eligible for financing under 518-T-058. Alternatively, if a
relatively small farmer or grouping of several small farmers were 
to apply for financing a cut-flower (carnation) production sub­
project, this, too, should be eligible. 

The specific definitions of what constitutes, from time to
time, an acceptable product group or function, or principal

should be established in writing whenever possible. 
They should
 
be established in terms of sub-classes and orders of magnitude.
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given to which kind(s) of cut flowers is to be produced, Roses,

Gypsophilia, Carnations, Alstroemeria and Statice have already
been 	financed by the project, as well as by various sources-­
includigforeign :.t_ 	 La
_availabe
 

777 
_ 

ih~-r__e_-__a're othfier flowers, such as Lilliums, which can be grown Ecuador and which could reasonably be financed under
518-T-058 even though the principals for such a sub-project might

be well-to-do.
 

Ranges for defining which sub-borrowers have greater or
lesser access to finance are perhaps more difficult to establish,

but net worth ceiling figures can be selected as guidelines.
 

To a considerable degree, especially in what must still be
considered the "early" stages for the Investment Credit Facility,

decisions about and application of definitions or eligibility

criteria will be a subjective exercise. But, also to a

considerable degree, officers in AID, in the PFIs, inANDE, in
FEDEXPOR, on the Advisory Board, and at the Central Bank should

by now be able to readily distinguish and substantiate which sub­
projects and principals ought to receive financing from the
project's finance resources and which should not. Acting on
these distinctions will depend on the corresponding officers' and

institutions' ultimate willingness to assume greater risks or to
 cause others to assume greater risks, as well as on the project's

contributions toward reducing risks. (Means include the use of

credit guaranty facilities, standardized loan appraisal and

credit analysis, and improved technical assistance to sub­projects.) Itwill also depend on being able to recognize and,

most importantly, being able to assist technically in the

development, launch and/or expansion of worthy sub-projects.
 

Some 	examples of undertakings whose principals have recently

(March-April, 1988) expressed a need for start-up or expansion

finance and which demonstrate the types of credit demand that the

Project should target for financial support follow:
 

a. 	 Examples of New Credit Demand
 

o A crab export project, located outside of
* Guayaquil, being undertaken by a small entrepreneur who needs to

obtain finance for processing and cold-storage facilities.
 

o A vegetable freezing/export and vegetable

farming operation being undertaken outside of Manta by a small
i " 	entrepreneur--a Nicaraguan expatriate--who is US.-trained and is
 
already experienced in operating such businesses. The
 
entrepreneur is seeking start-up capital for plant and equipment.
 

o A now fruit/vegetable processing business
 
considered by a
I. being 	 banker, in Guayaquil. 
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~ 	 o A proc,,essing plant project being undertaken

in Quito by a builder seeking to diversify from the depressed
construction business into an agribusiness. The principal
intends to use an empty building which he owns as the structural.-He rars technicil'assistance to select 
processing equipment and he requires financing for this 
equipment.
 

o A project to produce long-hair (Angora)rabbits for wool and wool-product exports, being undertaken by

well-to-do entrepreneurs outside of Quito. The project requires
 
start-up capital.
 

o A project, outside of Quito, that requires

expansion capital and technical assistance in order to increase
 
processed food exports. This small company already has a
 
domestic sales base and it purchases raw materials from a number
 
of small and medium farmers to whom it provides agricultural

technical assistance.
 

It should also be noted, as the team did, that a
steady stream of entrepreneurs passes through the offices of
 
FEDEXPOR in Quito and in Guayaquil with projects that require

financing, technical assistance or both. These projects should

be reviewed on a regular basis to determine if financial and
related technical assistance can be recommended, where such

assistance could not or was not recommended at the time that the
 
project was first presented.
 

A significant development that highlights credit

demand and potential credit demand has been the formation and
 

* 	 formalization of non-traditional agricultural export

associations. These groups, which have arisen as a direct result
 

* of the project, can eventually serve as a rapid channel for
 
transmit.ting members' financial needs. 
 There already exist

associations of asparagus, snow-peas, berry and quinoa producer­
exporters. In every instance they are beginning to study and
 
coordinate planning for pertinent financial needs. (At one
 
meeting an asparagus producer detailed his current financial
 
needs-for about US$ 100,000--but said that he was having trouble 
finding this amount. Others from the association pointed out
that 	the project line was to be reactivated shortly and that he
should begin now to apply for financing through one of the P719.)
 

b. 	Loan App~lications
 

The ability of rincipals to present stsatr
 
loan 	applications, includingte feasibilitysiprefentatiooof 
studies, is an important step in pnsuring that the right people
and sub-projects obtain finance enrinth at g
oethe. pol
 

To date under the Project, there has been no standardized 
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loan apepictob n forma maeviabetosbborrowers.tesle,.situationfoeiiltyonstdis.clA euenesoe tutrly tuhiseif 	 aon apleenatiosehacan be corrected, then it will facilitate the approval
 
process at the CBE.
 

C. Working Capital Versus Fixed Assets 

In examining the project paper and project

documentation, it is clear that the intention has been to use the
 
Investment Credit Facility to finance term assets (fixed assets).
 

if 	 Short-term working capital needs were expected to be covered by
the PFIs or by the sub-borrowers themselves. Structurally, this 
is a sound approach, but for new, non-traditional agribusiness
undertakings, especially for Project Loan 518-T-0581 the strict
 
application of this structure has probably meant that fewer good

projects were actually funded than would otherwise have been the
 
case,
 

Specifically, all businesses need a mix of working capital
and of long-term finance. if,however, a business gets one type 
 4 

of finance but not the other, it can incur ine ismatching" and,
ultimately it can suffer losses. Similarly, if the mix for a
 
particular sub-project requires significantly more of one type of
 
finance than of the other, and if it cannot find sufficient money

of the first type (say, of working capital), then the business
 

ma oforward at too slow a pace or, more likely, its principals

wilpostpone or terminate the undertaking.	 

i 

It is diftficult to state with absolute certainty that these 
problems have seriously affected the implementation of Project 

f 

loan 518-T-058. But it is for certain that if proceeds from the 
Loan could be used to finance working capital needs of sub­
projects, there would be more financing of sub-project;4 than has 
heretofore been the case. The principal reason for this is that
 
where working capital needs make up the greater part of a loan
 
request to a P7!, it means 'that the P71 will be required to fund

the largest part of the sub-project's loan requirements. An~d'j"

since 	PFIs are often not sufficiently liquid and are averse to
 
taking significant risk--particularly as-in the case of non­
traditional agricultural export projects--they tend to either
 
"short-change, shelve or turn down such working capital finance
 

'applications. 
 A partial remedy to this problem is to' delineate
 
"core" or "Permanent"f working capital needs--those which are on­
going to support expansion/growth --'and to treat these th. same
 
way as term assets are treated for purposes of roviding finance.
 
The proper solution, however, is to recogize~ tat if tegoal of
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a finance facility is to support the launch and expansion of sub­projects, then no availability distinction should be made between

long and short-term credit, just as there is no, distinctionbetwepen-the _"col aho &Iongtermoney---s 
related to another failing of the project, namely, the failure to
adequately consider the financing of "economic units".
 

d. Economic Unit Financing
 

One of the PFI interviewees--the chief
agribusiness credit analyst for that particular institution-­
remarked that many of the project financings that he had looked
 
at were "isolated". To demonstrate what he meant, he drew a
 
square that represented a farm Unit and he drew another much
smaller square, within the first to represent the AID-funded sub­project. The point was that the smaller area, because itwas
planted to a non-traditional crop and because it was specifically

financed by the AID-PFI loan, was treated as a "project" when in
reality, it was only a part of a project. The implication was,
and is,that if the e -traditional aspect is an integral part of
 
a larger physically and operationally inter-related unit, then
perhaps some part of the financing ought also to attach to the
 rest of the unit, not just to the non-traditional undertaking.

In other words, financing should be applicable to sub-project

undertakings which include non-traditional exports as a key

initiative but which are not totally dependent on such exports,

at least in the beginning. A typical example would be the

financing of a farm operation where as much as one half of the
loan might cover traditional crop needs, provided that the other
half were applied to a non-traditional export crop initiative.
 
Another example would be the proportional financing of domestic
processed food operations, provided that an adequate export
expansion or new export initiative were undertaken at the same
 
time by the processor.
 

Success at implementing "economic unit" financing in a

project such as 518-T-058 depends significantly on the
 
understanding and skills of analysts and officers at the PFIt the

Central Bank and at AID. Misunderstanding or lack of
 
understanding, together with inadequate skills engaged for the

"economic unit" financing can easily lead to the misuse of funds,

But properly undertaken, such financing can enhance and improve

the entire project.
 

B. The Participating Financial Institutions (PFI) 

Although only two PFIs have been involved to date in making
loans under the investment Credit Facility, their performance has
been entirely representative of PFIs in general. in fact, given
the nature of the Project, the absence of greater PF1 interest 
and participation is also quite notable. 
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1. 'Lending 2and Liquidity 
3 

PFIs seek to 
saet....ete-il--

invest (lend),resources where they will be, 
d- ecrae 

' 

While most PFlu, when they are hesitant to ~lend, will argue''that they have no resources, i.e., that 3there is no liquidity,
the fact is that PFIs have constant cash inflows and therefore 
"constant liquidity. The sources of the inflows, apart from 
borrowings from the Central Bank or from off-shore lenders,,...
include: proceeds from the issuance of financial or money market 
instruments and from the repayment of loans with interest, ini the 
case of finance companies (financieras); and deposits, proceeds
from the issuance of financial or money market instruments and 
from the repayment of loans with interest, in the case of 
commercial banks. The question, though, from the standpoint of 
liquidity from these two classes of PFIs for the Project, is how 
they applX their cash inflows. In this sense, use of liquidity
for loans to sub-borrowers under the AID Project will depend upon
how competitive such use is perceived to be against alternative 
uses. As suggested above, use "competitiveness" for the PFIs is 
normally a direct function of a mix of risk and relative 
profitability. Thus, the lower the risk and the higher the ~ 
profit from a particular use, the more likely such use will be 
selected by the PFI and, converbely, the higher the risk and the 
lower the profit from a particular use, the less likely it is 
that 'such use will be selected by the PFI. 

.. 

Sub-project financings under 518-T-058 are higher 'inrisk 
thnmost loans and, historically, in real terms, they are not 

especially profitable. They are higher in risk because of the 
inherently risky nature of most agricultural and agribusiness
ventures, especially new initiatives such as the export of non­
traditional products. They are riskier still because of AID's 
goal of providing finance to those who need itmost, which 
u~sually means those who are less able to provide the PFI's with 
requisite guarantees/collateral. As to profitability, despite
the nomina ly satisfactory five-point spread which the Project

*affords to the PFIs, after considering the exctraordinary amounts 
of management time which the PF15 may have to devote to achieving
loan rediscount at the Central Bank, the real spread is 
significantly diminished, if one adds to this the actual effect 
of having to advance funds at interest rates that are below the 
P71's real cost for those funds during a period of uncertain 
length before the Central Bank will effect the rediscount, then 
the final real spread diminishes still further. 

.3~~ 

Under such circumstances as these, it is easy to understand,
why some potentially effective PFIs might shy away from 

.~involvement in<'the Project. It is also easy to see why even an 
involved PFI, ito avoid any real loss? whatsoever as the result of 
inurn a negative interest spread, would engage in 3 
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their inability to mobilize greater amounts of savings from the
public as well as of capital flight. other causes include.

Ecuador's loss of oil revenues; a large number of bad loans; bad
 
loan management and defective funding practices. A further factor
 
has been official monetary policy, which has been tightened in4

order to try to hold down inflation. For the finance companies,

illiquidity is manifested in overdrafts at the Central Bank, for
 
commercial banks through their inability to meet reserve
 
requirements. The consequence for all PFIs is that they are less 
able or even ineligible to fund new loans, particularly those

that might otherwise be risky, On the other hand, Project loans
like 518-T-058 can become a solution to illiquidity since they
are sourced abroad in hard currency and are readily available for 
disbursement once eligibility and feasibility criteria have been
 
met for sub-loans,
 

S.. 	 2. Loan Appraisal S§tandards and the CEE 

* 	 In addition to the risk/profitability consideration 
that characterizes a PF1's performance, there is also the issue
of its loan appraisal and processing procedure. In situations
where the PH1 will fund a loan from its "own" resources, that is,
from deposits, paid in capital, reserves and proceeds from the 
issuance of money instruments, the appraisal and processing 
procedure usually moves at a quick pace. But when the source of 
loan funding is a third party, and where the third party retains 
a exercises the right to conduct its own appraisal, the pace
can slow down sharply. This has been the case with the CBE under
 
Project Loan 518-T-058.- And while it is true that in a number of

instances, particularly in the case of the PPI "Financiers
 
Guayaquil*, appraisal and processing have gone smoothly, there
 
are fundamental implementation weaknesses in documentation and
 
personnel that have seriously hampered disbursements and have
 
even discouraged PFIs from presenting loans for rediscount.
 

The project's greatest documented weakness is the absence of
 
an adequate Reglamwnto do Crodit:o or Credit Implementation

Guie.line.' ;he Reglamento de Cr6dito is an instructive from the 
Central Bank to the PFis that sets forth the eligibility and
,feasibility criteria which must be met by a sub-project in der
 
to obtain approval for a financing. To date, there is not an

adequate Reglamento doeC6dito for the Project and as a 
consequence there are no clear, excplicit standards for PP! 
presentation of their loan application analyses or for Central 

~ Bank response. This tends to exacerbate the already considerable 
A ;:-	 1 7 
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Nacional (CFN). CFN is a public sector, autonomous development
finance company. It has the liquidity, counterpart fund 
availability, loan identification, analysis and appraisal skills 
to effectiveiy particiato in tho Prnjcct. as a PF]. (Its officors
have also ,xpre'ssed keen interest in having CFN become associated 
with the Projoct.) 
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project at all 
times using the right progress indicators.
 

The credit mechanism must be strengthened and streamlined.
 
To do that, the norms 
contained in the current Subsidiary

Agreements must be clarified substantially and others should be

introduced to 
establish and standardize the methodologies

recommended to prepare, analyze, evaluate, and monitor projects.

Additionally, mechanisms 
for disbursement of funds from USAID

down to the ultimate recipient must be simplified and shortened.
 
These tasks require designing, negotiating, and establishing che
 
new agreement, then training people 
to apply it correctly. To
 
carry ouL the first. three tasks just mentioned, the project 
needs
 
two man/months of short-term technical 
assistance that should be

contracted as sooa os possible as 
part of the redesign team.
 
Training can be assigned to the recommended long-term management
 
consultant.
 

In order no 
ensure that FEDEXPOR becomes institutionally,

technically and economically capable anC self sust.Lining, it is
 
impoc-dnt for the 
new project design to include sufficient
 
technical assistance to help FEDEXPOP strengthen its capacity to

analyze market inforration, process and disseminate production

and marketing information, and est blish a permanent capacity to 
analyze policies 
in-house or -.ith the help of consultants.
 

III. RESULTS ACCOMPLISHED WITH THE IMPLEMENTATION OF THE PROJECT 

As of Match, i988 the Project had accomplished the following
 
results:
 

A. In General
 

By means of 
information dissemination word-of-mouth,

and demonstration effect, the project has become a well-known
 
entity in Ecuador owing to its pot-ential to serve as an
 
instrument for generating ht her incomes for 
investors in the
 
agricultural and agroindustrial sectors and 
foreign exchange for
 
the country. The project has the
raisard awareness oi the public,
agricultural and agroindustria] irn Y L ut.unions, private
organizati ons, and Lauoi rii:ssmin about Ecuidor's potential to 
produce and indu r-ialize norrn-traditic nal agricultural products 
for export, particIularly from th,. Sierra. 

The proj 'ct' ha. chongjd .l , g,!ipi ,l rgjative perception bythe governmont and pn le. of "4!:1 rtwr s". It is now widely
accepted thLL anybody who has: t ip wi ll, thi" know-now, and the 
product-to-se I] , con hn,:m" an e:prtl. Thi s explains why there
has been a s;urg. kf :;mall and mdIumj tnerrt i+pr adr looking
Opportuni..ji,,a to W QiLt in J, a' r-tu ad it 

for 
Lional agricu tlura1 and 

agroindus tirial nIx',nl:t. actv i ji:n;. Wit. Iffil trying, the project
has made it; very attractive f";- proli',,ainl: working ir other 
discip] ines to ertw non-t -idit.I aria.i agricultt.ujral and 
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agroindustrial export activities due to its potential for higher
 

earnings.
 

B. In Relation to the Projected Output Targets
 

1. FEDEXPOR'S OutDuts
 

a. TARGET: "A self-financed computerized trade and
 
investment intermediation service" (Tnformation System).

FEDEXPOR has ngt established a computerized trade and investment
 
intermediation service. FEDEXPOR has established a computerized

information system with the assistance of a short-term external
 
consultant and a full-time Ecuadorean systems anal st. The
 
system is not yet technically ready, however, to produce
 
information to become self-financed.
 

The computerized informatiop system consists of four
 
microcomputers not yet inter-linked. Two of them, an IBM XT and
 
an IBM AT, have been installed in FEDEXPOR's Central Office in
 
Quito; one IBM XT in the Regional Office in Guayaquil; and one
 
IBM XT in the office of the Wood Manufacturers Association
 
(AIMA.) The System uses Lotus 1-2-3, dBase, aiad Word Perfect
 
software.
 

The system allows retrieval of processea information that
 
can be used directly and information used as reference to locate
 
the client's needs in FEDEXPOR's Tecnnicai Library.
 

The following illustrates some of the titles that have been
 
stored in the System:
 

- Estadisticas de Exportaci6n 
- Directorio de Exportadores del Ecuador 
- Directorio de Afiliados a FEDEXPOR 
- Directorio de Importadores 
- Sistema Bibliogr~fico de Informaci6n de ComercLo Exterior 
- Sistema de Contabilidad General
 
- Sisuema de lnformaci6n y Seguiniento con DEVRES
 
- Sistema de Demandas: (1,Productos Ecuatorianos en el
 

Exterior 
- Servicio do RIgo lacone: trna de Comercio Exterior 
- Perfi _es do Mcr-cado do 21 Product-os (Frutas y 
Vegetales) 

- Creaci6n dr Arch ivos do 1Pr(!c3o0 dO Flores 
Naturales en Florida 

- Creaci6n de Archivo; do Vo(i2nos de Importaci6n 
de Flor ,; Nat ra 1:; eni HIE.UU., 

- Creaclr,.r cdo. Archivofs do ProcIo; do Fruta s y Vegetales 
en Nut.vo York 

- Cuadro:; Es,:tadi:;Licew; Va r-io:,
 
- Regulaci.ones Exp(.1idao:; on el Acuerdo de Cartagena
 
- Empresas Afiliadas y (A.Certificado de Abono Tributario (C.A.T.)
 

C-4
 



Ort s ( rioye c i n s E t d s ic s t .
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A the vies4o hold mke
 ,... 


and forats with adequate v'isualappearance To consolidate t h e
 

:work ialready -done in this area,,:: it is im p ort ant 
to~i continue -i !

uhpdating-and completing thel files.'/ It is: even .more:important to :
:start programing appropriate formats for :the outputs. This: is .a:.!
 
icomplexl and itime-consuming job .thatrequires the assistance .of :an::
ispecialist. of an agriculturaladvisor with experience in'
the-services 
The new design of the Project soldmk available ....
 
computer information processing and distribution. isitne
 

b. TARGET: "A series Of six trade workshops, bringing

together Ecuadorean agribusiness and foreign and national
expert." 
 FEDEXPOR sponsored the following four workshopsy s
 

updatinga dcotigteicls.y t
aridstrevemoeimotnt trc
 
o
startpro Estrat6gias de Exportacin"e fo4t5o Held on July 1518, 1985
rigappiaat h utus hsi
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aQuito,
specia ITnewucdsig Dethe Pfrculde
of AaIlableP
 

and formats InstructorsteINCAEl apparanc.-Toconsoidatethe
theseviesofan agrutosficuu alvsorwtxeinei
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" on M 1987
 

andiGerge (Wilson (­
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Lcuador and the U.S."
 

FEDEXPOR sponsored 12 commercial missions, two to countries
 
of Latin America, one to Puerto Rico, and nine to the U.S.A. 
A
 
total of 46 
people from the private and public agricultural
 
sectors of Ecuador participated, The list of Missions is 
as
 
follows:
 

- Mision Comercial a Chile (Visit to PROCHILE)
 
- MisiOn Empresarial a Miami (Flowers, Fruits & Veg.)
 
- MisiOn Empresarial a New Orleans (CBI)
 
- Misi6n Empregarial a San Francisco and Los Angeles (Fruits
 

and Vegetables/Produce Marketting Corp.)
 
- Misibn a EE.UU. (Leon Febres' visit)
 
- Misi6n Empresarial a New Orleans (U.F.F.V.A.)
 
- Misibn a Washington, D.C. (DEVRES)
 
- Misi6n a Puarto Rico (CBI and Technolog.Inst.P.R.)
 
- Misi6n a New Jersey (Visit to Rutgers University)
 
- Misi6n a Orlando (Feria U.F.F.V.A.)
 
- Misibn a Costa Rica y Guatemala (Non-Trad. Prod.)
 
- MisiOn a Houston (Feria U.F.F.V.A.)
 

There is no hard evidence to substantiate the real
usefulness of these missions, but several people who traveled 
were very impressed with the results. Visits to Puerto Rico,
Guatemala, California, and New Jersey, for instance, were highly 
praised. 

This information indicates that the program of visits is
less than 50V completed with respect to the original target and 

missions come Statesthat no have from the United to Ecuador as 
was expected by the project. No further visits should be 
programed until the project's current design has been adjusted. 

0. TARGET: 'At least three major analyses of public
policies re ating to export prom)tion, and strengthened private­
sector e fforts to , Ivocat< improved policies" 

FEDEXPOR commi..ionp, t h, prepa rat ion of three studies to 
deal with important p rolI a I ffec t ing the oxporters of non­
traditional agricul tura] and ag-inndus:trial products. 

o 	 "Encuesti d- Opqi n :nhr- las mididas (econ6mricas del 11 
de agon;.. d- 198G. " by ,vor (:nsiltorla 

o 	 "An&]i. is; dh, ]a t brl0inmjt &,(JJ ( ,I; .I:>:"ort a:ionos de 
ProducLto; N 'I'H,d iriona I.; del Ecuador by. Eco. Rodrigo 
Orbe/CENHE, 

" 	"tPropuettn d" Altern ativ a:; a ] P rob lema Camb iario Actual 
del Ecuador. Nov. '87 by Colegio de Economistas de 
Quito.
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These and other works have served FEDEXPOR to acquire

important knowledge to 
advance informed opinions about the
 
problems affecting the business of exporting. As a result,

FEDEXPOR has 
becnre influencial in governmental policy-making in

favor of the exporters. Some areas of 
policy in which FEDEXPOR
 
has been influencial in Government decisions 
are cited here:
 

o In 1986 FEDEXPOR's influence contributed to the
 
Government's decision to 
free-, foreign exchange

transactions from government controls. 
 This measure,

allowing exporters to use the private banking system to 
carry out their foru:ign exchange transactions, greatly 
favored them. 

o 	 In 1985 FEDEXPOR's influenc, contributed to the 
Government's decision not 
to terminate FOPEX. FOPEX is a
 
subsidized credit mechanism that 
allows exporters to
 
finance their pre and post shipment costs at preferential
 
interest rates.
 

o 	 In March 1988, FEDEXPOR's influence contributed to the 
Government's decis-ion to let exporters valae exports made
before March 3, 1988 at 
the rate of exchange of the free
 
market and not at the official rate of exchange which was 
almost 30, below.
 

FEDEXPOR's current influence in Government's policy
decisions regarding exporters is not ali of it due to the
 
project, but there is no question that the project has been
instrumental in increasing it substantially. Besides policy,
FEDEXPOR is also influential in important forums presided by the 
highest authorities of Government. Some of them, of which
 
FEDEXPOR is a permanent member, are: 
"Comit6,Administrador de
 
Abono Tributario; .Cormision 
 Asesora de Comercio Exterior;"
"Comisi6n Intorinstitucional de 
Envase y Enbalaje;" "Comisi6n
 
Interinstitucional de Transporte;" and other forums to which 
FEDEXPOR is invited to participate such as international 
gatherings, and miyed governrirlnt-private sector commissions. 

Despito the succe.;ses just des,;cribed FEDEXPOR does not yet
capacity analyze policyhave tho to 	 in-house as envisioned in -ne

original project design. Most of the work FEDEXPOR does in this 
area i.s done by outs ide consu tnts or by the deputy executive 
director. 1l1( is a very bL1 conoist, but lacks the time to 
ded.icate, him.se]f to it- fulltiio. The adjustments to be made in
the project'.I original di shoud idtake into account the 
convornionce o)f e:st.lbl ltIih rig :;ictl in-house capability in FEDEXPOR. 
Thi s consultiint be ]i wV , it w(ou]( 1 bt,more, cost-effective for
FEDEXPOR to buy the services 0.1 sowbero than to establish its own
capacity to analyze policy in-house. 
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e. TARGET: "Financing of at least 30 pre-investment

studies for export-oriented projects undertaken by private

firms.''
 

FEDEXPOR has 
approved 11 requests for financing of pre­
investment studies undertaken by private entrepreneurs. (See

Annex 3.) The total 
amount financed to date is approximately

$140,000. Since the initial fund of $300,000 
for this purpose

was reduced to $134,000 by USAID, the only 
funds available to

continue financing pre-investment studies 
are those coming from
 
repayments. Most of 
the studies financed fall under two

categories, 
flowers and fruits and vegetables. The majority of
 
the studies financed were later implemented.
 

These targets were the specific outputs the project expectedFEDEXPOR to produce. 
 In the process of producing them, FEDEXPOR
 
also completed the fol 1owing additional tasks:
 

- Provision of technica1 d 5sistance on seven ocassions to
 
non-traditiondl 
agricultural and agroindustrial producers

who needed inputs and production and marketing

technologn.,ns. 
 Foreign and national specialists were
 
contracted to out
carry there events. 

- Promotion of more than 16 new products in foreign markets
 
such as Canada, unit.ed States, and Japan. 

- Active promotion of the projeoct through publicity by means 
of brochures, newspa per articles-r, monthly bu]]eLns, 
news 1etters, porters, and TV appearances.
 

- Traininq of Iour Commercial Attach<s serving in Germany,
Chile , Spa n a nd Bra z i I. 

- Diverse typos of assistnce to approximately 56 firms,

organizations, and institutions.
 

2. AN1)'s (WurLs 

a. TAAGET: 
-Approximately eight strategic-level studies
of international 
prospects for Ecuadorean agribusiness products

which have high export potential .
 These and other ongoing

studies are oxpncted to load to ton "model- feasibility studies 
to promote cer t a in ;p c i f ic product.s.' 

ANDE has sponsore*d ,rnd moni tor-d the ,xocu ion of fourteen
strategic studies, two foansibLil i ty studies, anc four "model" 
feasibility studi,, of agriusiness products with export 
potential . Additi na lly, it. ha:; produced vary useful cost
analysis stud is for Qunino,, Arv,,ja China, Mora, and Frambu sa. 
Eight of the studios were prepared by U.S. firms and sixtuen by
Ecuadorean firms or individual cn';ultants . All were contracted
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and their work supervised by ANDE.
 

The number of "model' studies produced falls short from the
 
target, however, this reduction had been agreed 
to by ANDE and
 
USAID due to budget restrictions.
 

The studies prepared correspond to export-oriented productsfor which markets existed, were detected by the project, or where

there was 
a marked interost on the part of agribusiness
exporters. Two studies
"model" for instance, were preparou in
 
response to int:e rest from Tio Shoop Husbandry Association and
from a Dairy Plant. In the case-, of the lat tor, the study gave

rise to a new agribusiness product called "Sustileche which is a
 
milk substitute.
 

The pro(ess of sol]cting th, preduc:ts 
for study appears to
have been very involved. First, (a selection of 40 products with
 
export potential including fl1oewe rs, Iruits. and vegetables,
medicinal herbs, spices, dai ry products, and fishery products was
made. Second, a brief producttion and market study was conducted
 
to analyze the pot (,ntial for each "no. Third, the 40 products

were grouped i nto e i ght product groups. Fourth, ten products

were selected. TIiis, bocamn the objects of feasibi lity studies. 
Results of the studioe
s were made publ ic by ANDE. Agribusiness
firms, agricultural asseciationor;, and individuals responded with
interest and request.s for more information. As a result of the

studies f iye producers associations wore formed: Esparragos,
Quinoa, Mora and F ambuesa, Arveja China, and 
 ah,aco and Tomate 
de Arbol. Also, an indus rti.r,association to produce packing
material for exports. 

In :umi, AN[DE': j', t i ici pation in the+ pro(ducti on of the 
studies can e said 
to have obri beneficial to the project.
ANDE's ability to reach a wide audience of potential exporters, 
among them agricultural associations with thousands of members,
makes it easier for the projo:t to d i ssernminate the results of anystudy. This has ront-ibutod greatl y t ( the good image the 
project has proj(ct,'d in Ecuador. 

b) TAR;ET: "A privat'' see tr agribu:s i.ness AdvisoryBoard to faci litate, improved comnmunication aienrg sector leaders,
the GGE, and USAIID, particularly e, important issues affecting
agribusins; add agri bus 1i':; 'xperts. 

Four months; after thle project official ly started, ANI)E
formed the 
Advi sory hoard to focilitate improved communication 
among laders of 
the private and Iubl] ir :e;ctors, USAID, and the

Project. Board Member; o I ec ,d w r , ANDE, V.EDEXPOR , chambers of
agricul ture, chambeq; of iori:t. ry, Ministry of Agriculture, and
the Private Financi(al Intermediaries participating in the

Project. The rpre sitItyive of ISAII) became an Adviger to the 
Board. later, the Mini:stry of Industry, to, Central Bank, and 
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Advioryoardhas et o 41occasios;6tmsinQio 	 n,
inGayqi. NEserved as the Geea Sereary; of! th oad
 

oftepoetadtoprivate a 	 establish fluidrcommunication b!etween :theL~ ii!i!i
p :sectors involved-in or related to non­

t.raditional exports activities. The Advisory Board carried outi! 
 i
 
its functions in the facilities provided by ANDE an wsasise
 :"
:	by a Working Group,, created by the Board ito analyze specificii -~~i ii
 
aspet othe project for which it needed alternatives andi
 

• 	recommendations. The workin gru wa made up of substitute :i
 
members of the Board, who were chosen in relationt the subjects 
 r 	'
 

to 	be analyzed. The working 'group met on 150 occasions during i;

the life of the Project. "
 

Based on the opinions of the people and institutions which- .

participated in the Project and on my own observations of the
 
wcork performed by the Advisory Board, it can be said that the 
 -

Advisory Board did an excellent job of coordination and, more i
 
importantly, of giving direction to the Project. In the future
 
the Board should be expanded to include selectively the­institutions that have a relationwith the non-raditional . 
agricultural exports sector.
3 33-10 Moreover, its authority should be "­
upgraded to be able-to approve Workplans, budgets, and monitor
 

-i the actions of the implementing agencies of the Project." 
 :
 
3. Central Bank's Outputs
 

~~~~a. TARGET: "A line of credit to help finance 	 : iiiil 

,"	approximately 27rexport-oriented agribusiness projects with an i}

average total value of $220,000 each." ..
 

}: .. :The Central Bank of Ecuador, acting on behalf of the: 
 <
 
Minisry o Fiac, established the Investment Credit Fclt
 

i 	to provide credit-to expo~rt-oriented agribusiness .projects. The: i.'r
:.
 
'-
Sinitial capital was suppossed to consist of $4,000,000: provided ; ::~i}


by
bYa loan from USAID and $20000bth counterpart " . ... -•
 
cotiuio fte oenent,. In 1986 :USAID inrasdthe loan-} / ?:i
to 	$8,000,000-.The :.Government.,s only contribution 'hasbeen{- , .:• !/..
S/.200,O00000. (equivalent to $500,000 at the current !rate of~r 
''i'/::
 

Todt,22poets have been financed wit an aveag
 
value of
i:; 10,000 each. A total of $4,617,499 ha ben disbursedi;.: ....
 

,
from USA"froloan funds and S/.20,000,O000 fromn th GO counterpart i.!:


early 1987: due to-disagreements between USAiD and !the;Central ,:,,
 
Ban ao the amun a u of cal 
 "e
 



of interest rates. See the Annex B of this 
report, Evaluation of
 
Financial Aspects of the Project for 
more 	details on the subject.
 

The operation of this line of credit has 
not been very

fluid. It has had many problems and delays in the past and
 
continues to discredit the well-deserved reputation of the
 
project. The investment credit facility, should be examined
 
carefully during the redesign of the Project.
 

C. 	 In Re l ation to their Contribu tien to the Achievement of the 
P r ozc/t. u ric s e 

The purpose of the project, as defined by its measure of

achievement, namely an increase of 
 $63 million in the cumulative 
value of non-traditional agricutural exports over a three-year
period, has not been accomplishod. Since the outputs of the 
project have neon completed succ o.; sfully with the possible
exception of the Invwstment Cre-ndit Facility, not achieving the 
purpose moans tnat the ouutsv and the purpose were not 
suffic-Iently rirterrolat.d. T]Ihis indicates a failure in the 
project ' original desi . Either the purpose's measure of 
achievement was ov-r.sti mat"d or the outputs were insuf ficient or 
irrelevant ,- th a u eompli.shmin t 0t the pu rposoe. The project's 
original d-s ig should undergo an adjustment. 

IV. OMPOSIT I'ON AND PERFORMANCE OF TE IS TTUTI ONAL FRAMEWORK 
US'E [U£ 	 TOCA P'}-O.UT T!I]!: I J*: MMNTATN _0)FON THE PROJECT 

The insttitutional f1rameiwork of a project is defined most 
often by it s separate component.s. Usually they are: the target­
sector in wh~ich the project taken pl1 ace; the legal environment 
which sets the rulos of the g(ame; the target-beneficiaries; the 
participant institutiosr ; and the management. 

The Institutional Framework of the Project under evaluation 
is made up o t he fC]lowing separate components: 

A. 	 Th _-T, rgt t !; (-c to=. 

The tarq"gt- s cto r :;elIected for impa.oc t by the project has 
been the non-trod itiona ] agricultural sector. Such sector i.s 
currently mt t.,r (,f i nod in terms of its exports t an in terms of
composition ond such characterist ic s as investament, value added,
and empl oyment. Statis tics abo ut the sector vary substantially 
frow (n" Vnrue to at'xLhor. This ]ove1 s in other a 1 ternativo but 
to use . 1 ,,n , tof ] ank, which arot the mostContr 1 wido]y 
acco'~t((] hy th" liIvote and pul ir nwr ofe EcuaLIdor.
 

A~(c crdingE to itr E -;5 j , r1-Ltr adit ionat Hon Kiric st ra 
ag~ricul turo] crxit :; repzrieci~ N. 74 (f oil P xports in 19834 and 

1i P7 to1.00 19H7. ( ,iiijc r a(;r ic(.ultulrl ,'xport. , it. relrt.sented 
,4.0. 	 in 19HI4 ,,id 3.5 in 1987. 1th 1ollowing table illustrates 
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EXPORTS 
 1984 1987
 

Total Exports (US$000) 2,463,950 1,905,512
 

Agricultural Exports 423,283 565,440
 

Non-traditional Agric. Exports 17,337 19,655
 

There isri't any way of knowing what the level of non­
traditioral agricultural exports will be in the future but 
knowledgeabl, people consulte(d indiica ted th t, as a result of the 
actions generated by the project, import.,a1nt increases would 
occur, way above the 13' P.gIst,e ed(u r the per iod 1984-87. 

Almo;t all of th nrif-t)rd tti oal agricultural export
activities taking p:, ( II thew country ate tie result of
influence h pr .... (nwi t h the except i on of the shrimp
activi t ieo-.. 

B . eg o t 

The impliementiti on of t.he project took place within the 
guidelines set outt y the fol owing legal instruments: 

I. Laws Gov, trnin the Ai r nmnts 

Genira] Agreement lor economic, technical and related 
assistance betweerj t-he. cowrimnt of the StatesUnirod of America 
and the Government of the rep-b] c of Ecuador." Signed: April 17,
1962. Published in the Off icial Register No. 143, dated April 
27, 1962.
 

'Foreign Assistance Act of 1961" 

2 Dec rc e, 

Decree No. 12. " Pubii.shed in the Off icial Register
No. 27, dated S(pitembe:r 18, 1984. By which, the Ministry of 
Finance ac:cept ed L,oan of $4,000,000 from tISAID lor purp.,ses of 
the Proj!ct. 

"I)ecr , No. 21 Pub). i h', d in he D) f iicia] I egi (t r No. 
561, dated!t Augu;t. 29, 1986. iBy wi i 'h , th- ' Mi ii,try of Finance 
accepted an add it oriil $4,000,000 Ljrii from !JSAI) for purposes of 
the Proje:ct. 
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3. Agreements and Amendments
 

"Loan Agreement No. 518-T-058" dated September 18,

1984. Approved the use of $2,000,000 and set PACD September 30,

1987. 
 Was amended four times as follows: 

First Amrindum.nt_. Septembc-r 28, 1984. Authorized the use of
 
up to $4,000,000 of Ioan funds.
 

Second An n in mt Autqu st 1l, 19H6. Authorized the use of up
to $6,400,000 of ]o,iri fund; ,ind tt exchllnge of loan resources at 
the high.-st av,-i L-, fr+.e nnirkt r.te. 

Thj rd Amendmen t.: Jun, , 1 9R7 . Deleted Annex 1 andsubs t it. ut ted ,d nuw a), ox, it. 

Fourth Aiindnrt July 21, 1987. Authorized the use of up

to $7,S00,(00 
 f loan fund; ind indicated an additional $500,000 
cou)d he ava ji, l ,I. 

"Grant Agjxi 'o nt tih A NDE o. 5180-0019-G-00(-4120-00" dated
August 31, A$,ipx ,v,'o i* crint i ort f9o1r. $400,000 I)ut. authorized
the use of i...t ' '30,00( t. PAC[D July 31 , 1906. Wa <; amended
 
four ti is aI ,]()wn:
 

.
Fir.r"d; Ai :;t4 Iii - 26 , 1 984 . Aut' ff: -ize d the
estab ishient of thi , ) fle,( d anI- 1 -1vi ased t.he grant and 
the authoized tu:sei o)ft the. jr,nt ly .10,00( to $240,000.Ami~~Ctit. Mco1 , ( ( 0{1iin8 

S:cond Axneldx, nt : Lay 19, 1906. txtlid(t t.het final3
contrilbut-io d I tO. $,t10, 00 c u , 1987.t', , 1 Juy '1 

'Third Axe xi(llUx : Hxt a(.ded thhe xp i rat. ion daLe to September 
30, 1.987. 

Fou: th Ame(ndxn.it: Extended the expiration date to April 30, 
1988.
 

Grant Agreeient with FEDEXPOR No. 518-0019-G-00-4119-00"
 
dated Septemier 11, 1984. Ajroved a Grant for $800,000; set the 
PACD to S.'pttk( -r 30, 19F 7 ind .utthorized the use of the grant up 
to $223,000. Was amnded s : tiy:; a1! fol]lws: 

FirsY:;t Ax ndxri D*oi: #L-i10H, . 4 198,4 'sthi i'sh d a
i 1llhilxI r ;1, 1- Vii I ()I 1'300, 000 to I i tama.' pjrje't feas ibi lity

st..udLi:; . 'I' 1 11 m1 '(I:a' 'd tlx.'lit h() i zo,(I us. of graont funds to 
$523, 00 0 . 

,'*co:i~ Am-tndm-rlit : May 19, 1986. Aut.horiz.d he u.; of grant
funds' up to) ",6431000. 

Th irid A':ridm n t.r ,u rio 30, 1986. Ilcriea sod the anoIu nt of the 
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gran by $4,0 j-; tofn c mor poic anlyi stdis n

auhoizd h ~se~ of'7 grant5,s spt-$4100
 

.. out Amnmq~~__Fbury 25--198-.-Atoizd--DXO 
-o-­

conuc
evlutin -o -al'h Private4~ Fiania t55 t uI j5,Ins5 Ii t Iions­

patiiatn in the Proec wit th pros o hhaneig 


$30,0 sedcptlapoe 
 ofnne5iaesco 
 rjc
 
feasiilit studies,5 


Fift AmnmnsAuut2,187 xedd;h ADt
 

lir ategr$4~0
yage o nly)noepliyaayi suis8
 

_______"GFOrt Agrement with2IEDEXPO No. 1z640-G-0-6081-00 
cnductidalutionsh ofrain the Urivte Statesialterriti.
 
Aprticpain
$5i0 nd the Pc wr teepurpe o1fcha9.nelrnth
 
$300,000t weed captlRappove to8-finance0priv7-te1sectd project

feasibili T suies. rinIvetetPrmto Suis
 

Fifsth Amendments Auguste 25, '198. Inxteded the ranto
 

1988hreduc6Icraedmuti the 

$14,000, axtndched the grn n.c 1h9oigna7nmbr
 
Apid30, dmnt h emusbe Fuand to
 

t to 


Sixth Amendment: JAnguary 25, 1988. DnceetedAnnex C-randt
 

substitue itbforar
eweonenwt aresdnbudgeteeIntea

lineracaeor ang
tes onlyiaigrvaeFnaca
 

Insiraint.TAgreements signXed the060-peri0-od
ith No.in 


Approve-vmed, $5,01ad9tth8A5Deebr.1 
99. rn
 
29 95. Tosuptmoreeaign Lnettmentr ootostuis
 
Approved $26,275eandtse the oanDecemet
31,h1985 Waspamede 

i Noebers18 1985. Incresedwthe Gat tod.rset Amementato 

Janu 6,186 

31, 1986.
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Mo;sait~?ae ai
promoter of non-traditional agricultural and agroindustrial

exportsand the most important supplier of external'marketing
 
in formation in the country. AdditionallyaEDEXPORhas become 


: vial;1nitae:
 

....
 

re a 9nto policy-MAking which affec exports ofnn
 
traditional agricultural and agroindustrial products.
 

2. Agricultural and Agroindustrial Firms
 
eeoor o . .inon-


No statistics are readily available to demonstrate
 
quantitatively how many agricultural and agroindustrial firms
have benefited by the project thus far, but there is sufficient
 
evidence to indicate that as a result of the project,ya large

number of firms oriented to the production and export of non­
traditional products has benefited from technical advice,

external market information, improved inputs, and general and
 
specific information on topics related to non-traditional
 
agricultural and agroindustrial exports. Areas of the priject in
 
which statistics are available indicate that approximately 28
 
firms have directly benefited* from pre-investment and investment
credit, and more than 56 have benefited from technical assistance

provided by FEDEXPOR.
 

3. Public Sector Institutions
 

There is evidence that, the Project benefited some
 
institutions of the public sector such as: the Ministry of
Agriculture; the Ministry of Industry;' the Ministry of Foreign
Relations; and the Central Bank of Ecuador.
 

The Ministry of Agriculture, for example, indicates that it
benefited by the information it wt,.able to acquire through its
representative to the Advisory Board 
. Important discussions 
about non-traditional agricultural and agroindustrial exports

tookplace at meetings concerning activitiesof thesproject, such
 
as: the studies ANDE was sponsoring; the external markets
FEDEXPOR was exploring; and the projects private agricultural and
agroinctustrial firms were implementing. The Ministry admits that

the knowledge acquired in that fashion was later used to shape
the policies of the sector accordingly and to program its

technical assistance activities in the area of production of non­
traditional agricultural products.
 

The Ministry of Industry and the Ministry of Foreign.

Relations benefited from the treining FEDEXPOR gave to commercial

attach6s in matters relating to non-traditional agricultural and

agroindustrial exports. Several commercial attaches serving

abroad are now using these skills to transmit to their respective

Ministries of industry, Foreign Relations-'and Agriculture

important marketing information on foreign markets. In turn, the
information is passed on to interested parties who request it.
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The Central Bank of Ecuador also indicated that it had
 
benefited from the implementation of the Project, acquiring

knowledge about the potential of the non-traditional agricultural
 
and agroindustrial sector to generate foreign exchange for the
 
country. This was an area where thoy had had very 
little
 
knowledge before the project.
 

4 
 Aq ca ndur t- I a I _ or kor s; and Fa mi Labore rs
 

Statistics qa thured to support tho evaluation indicate 
that approxi ately 500 oop I u have honefiLted frem full-time and 
full-time-e ivalent jnbs. Th-ra is no inforniation ava .able, 
however, W n able to toll how many of thlo-; beneofited were 
agroi ndustr ial workers anid huw many wore farm laborers. There 
are indciatonS that Mos.t Wf th c. avoreod were 
farm laborers.
 

In View : this d ssu.s "r, it con hoe raid that the project
did reach its interid d t,,got ,r,. i,:ia cyio . 

In ord r t, avoid h.,po -rihi I i ty )I conf l n_iming uture 
interpretit. imi. ,lut 1r.j .ct oqdI ici arieS, it is important that 
the i nt.ndA h- jord os ho o!- ,f nd tt. r and more accurate]y.
Also, it is impor .,nt to start kepi:nq good records about the 
numbers and the s.c i oconomiu chdrrctort oirof the workers andi, 

farmers who will be benefit ing from the project in the future.
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ANNEX C FIGURE I
 

MARCO INSTITU/CIO NA L DEL PROYECTO Y 

- APR OB. PLAN ES TR ABAJO ECESIDA DES DEA SIS TENCIA TECNICA 
- SEGUIMIENTO Y FEDEXPOR , EU G /z IEP RES UPUESTO _ T D , VA , ,,, ' DANDE ~G ASESORAMIENTO CONVENIO 4f/N/STERI6 

..4'NTA IFD MICIP SEGUIMIENTO F__N4__7A4AS 
AStSOA'4 BCE IIAP .....-Cf DINA- CFN C.AGR '>D 0/IO 0A AE 

EI~' LC CO TR
C MB 0 DE AGENCIA 

ND TU FISCAL YN SS FiNANCIERA 
T, S AA'DE S 

-EVALUACION g4VCO I
3 L REDES~ ~ D............- ....
~~ - ~~~ C TDE CE41T/?4L CUENTOSA C 
 PROYECTOS 

0 A A ACN " _ESTUDIOS N p -PROMOCION .
 
U - INFORMACION 
 S 0 - INFORMACION . SL O FINANCIAMIENTO u Y ESTUDIOS EN 0 

- ASISI ENCIA TEC. L 0 DE 
A PROMOCION T U U L-4A 
 -- , TC. 0 

Is lB 

EID 
CLIENTES 


EE ESPOTENCIALES 
CA, C R
D E M A NDA D. -

DESEMBOLSOS 
/'ITE/A'fEOIARIOS - ANALISIS 

' SOLICITUDES DE CREDITO FAIN/NI/EROS --PhITg?8 

NECESIDADES DE ASISTENCIA TCNI(A No DURA.¢IN
 

1 ANALISIS DE INFORMACION DE MERCADO 1 6 m/mo
 

- DIFUSION DE INFORtAACION DE MERCADO 4 m/mo
 

3 FORTALECIMIENi _ INSTITUCIONAL Y GERENCIAL 
 24 rn/o 

"4 PRODUCCION Y MERCADEO 24 rn/o 

PRPARACION DE PRC)YECTOS 

- EVALUACION DE PROYECTOS 

7 PREPARACION DE REGLAMENTO DE CREDITO Y 2 m/mo 
ESTABLECIMIENVro DE MECANISMOS YPROCEDIMIENTOS 

. SIMPLIFICACION DE MECArISMOS DE 
DESIEMB 0LSOS 

NOTAS. 1. Esta A T. Corrrmaria en Junro, 1988, con excepcion de la (7 que deberia comenzar 
inmedialarniente 

2. La ,A.T. '5. y,), seria hf--chij por el especiairsa a largo plazo (3" 
3. La AT. " eria hecha por c, el;pecahr;ta 7 



D. Participating Institutions
 

The institutions 
 that have participated in the
 
implementation of the project are the following:
 

1. Private Sector
 

a. FEDEXPOR
 

FEDEXPOR is a private institution founded in April of
1976 by a group of exporters from the mountain and coastal
regions. 
 It is organized as a federation to serve members
through the performance of the following functions:
 

Cooperate with entrepreneurs to achieve diversification ofexports and seek new export opportunities
 

Promote improvements in the level of technical proficiency
for production of export products
 

Obtain from the Government the adoption of genuine incentive

policies for export activities
 

Promote the enactment of legislation that will regulate and
facilitate export activities 

To comply with those tasks FEDEXPOR has an organizationalstructure comprised of a Membership Assembly, 
a board of Direc­tors, an Executive Director, a Deputy Executive 
Director, a
Department of Automated Information, and an Administrative
 
Department.
 

FEDEXPOR coordinates its activit ies through two offices, itsheadquarters in in ofQuito charg(. the mountain region affairsand the Guayaquil regional office which handles coastal matters.
In Quito there are two executives, one consultant, assistant tothe executive director, one accountant (part-time), threesecretaries and two janitors. In Guayaquil there are a regional

director (part-time) and one secretazy. Compared withpersonnel roster of FEDEXPOR in 1984, prior to the 

the 
initiation ofthe project, a slight increase can be noted, namely addition ofthe consultant, the programmer, the public relations officer andthe assistant to the executive director. During samethe period
from 1984 to 1988 tho number of rember" increased from 70 to 14/.
 

Within the fraimework of its operations FEDEXPOR agreed withUSAID in 1984 to implement two of the project components:establshment at FEDEX POIR of a c omput e rizeizd market ing informationsystem for agricultural product;s and non-traditional industrialexports: and c reatio at FEDEXi0 of the n ce ssary capacity forpolicy analysis that could b( used t.o favorably inf ]uence thedecision making ofprocess Government authorities toward exports. 
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The result of the participation of FEDEXPOR in the
implementation of these two 
components was analyzed to prepare

this report. 
 For the moment, it is only necessary to mention

that their part.icipation has been very important 
since FEDEXPOR
 
was instrumental in 
making the project known and subsequently

received the endorsement of 
 exporting entrepreneurs at the
 
national level.
 

FEDEXPOR'S work within the 
 project consisted of the

development of information about 
foreign markets for agricultural

products and non-traditional agricultural industrial 
products.

This work was carried out 
with the help of the consulting firm
DEVRES, based in Miami. 
 Simultaneously, FEDEXPOR undertook other
 
tasks. It acquired seeds and 
 seedlings, hired specialized

technicians, provided 
 loa.-s for feasibility studies, held

seminars, analyzed policies, and organized commercial missions

and training abroad. The 
majority of these activities were
carried out effectively by FEDEXPOR. Nevertheless, some doubt

and criticism have arisen from without regarding possible 
bias

manifested by FEDEXPOR authorities in selection of
the project

beneficiaries. The majority of those receiving 
support were
members of the institution and 
mostly exporting entrepreneurs.

In the 
future, it will be convenient for FEDEXPOR to expand
service audience to reach less af fluent 

its 
producers that. want to

become exporters but nod help in ordor to do so. 

b. ANDE 

ANDE is an organization of private entrepreneurs
(individuals or companies) founded in 1958. Its main 
functions
 
are:
 

Study the socio-economic reality in Ecuador and define the 
respo sibi ity of entrcepreneurs within that context 

Prticipate. in the guidancv, an., or-ientation of the economic 
devel opimnrt in e count ry 

-'I
R e <; ('! th, role) of the erntrepreneur and private initiative 
so they ( (1 beco,1 colltributing factors toward the development
objectives of tL,. country 

TrJ IIi 1-e 1,­]1 (Vr.8 priv Lif the i vo sector t o improveeffici(en-ry rind hiumn relations, and Luild awarenes. abLout the 
need to i up , i,.nt ,:uing,; in the ecnomic sLructures in order to
be ah](, to erv,, btter- th, ionternts of thc- community. 

I h'':;( idite ,J"T( i uh t , oig( lli tinal structuroANDE f,'iat i' a i.lmt r:;h i p a:;eruib Iy, a board of directors, 
of 
an 

eXccut i V dii reto a0 ill i cal, t aIId project's unit, and an 
adi in i ,. tv ii ye II t. 
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ANDE carries 
out its functions from its headquarters in
Quito. Working there are the president, the executive director,
one technical director, one assistant to 
the technical director,

one auditor, two secretaries, one accountant, 
one administrative

assistant and two janitors. 
 Compared with the organization's
structure 
in 1984, prior to the initiation of the project, 
ANDE
has since added a technical and project unit and has 
increased
 
its personal roster.
 

ANDE has its own 
 offices well equipped with physical
faci)ities 
to conduct meetings, assemblies, and courses, with the
 necessary sound, recording, projection 
 and communications
equipment, typing services, 
and a technical library. Since the
beginning of its participation in the project, the number ofmembers has increased from 90 to 130, most of them from the
agricultural and agro-industrial sector.
 

In the course of executing its functions ANDE 
 became
involved first in the design stage of the project. Then, in 1984in implementation through agreemtent with USAID . itsparticipation i nvolved the i mpl ementat ion of the PlanningComponent and organi:zation and operation of an Advisory board. 

The result of the participtat()rn of ANDE in the Plroject isanalyzed elsewhere in this report. ANDE's participation was veryimportant in coordinating the public and private institutions andentities disseminating information about the project among theentrepreneurial community, chambers of agriculture, agricul turalcenters, producer 's assoc i atifons , and i ndepc ndent agri cul rural
 
producers.
 

The task; carrie-'d out, by ANDE within the_ project primarilyinvolved coordination of t i; development of studies, coordinationof the i n;titutions partic il atirg in the project, and cooroina­tion of the producers. During theth is process ANDE coordinated 
development of studies for 
 40 non-tradi tional agricul tural
products that wer or iginad d1y s']ect.d by USAID. Later on, i Ccoordi niated t he c lassi ,icati on of t ho: products into ei c tgroups, and in coo'rinti o with w;;SAID and FEIDEXPOR selected tenof the product: and 5upel-vis, t.he: dvopmrIopnt of the.ir pro­feasib>ilit y s tul 'i,,. Suhn:;,u.ilt y, ANDE wa: a:;;igned to dissein.m ­nat"' t.ij , st L1(11 *; II Iv t}lliri .] s 5 , x , o, a ps , rummit rios , andinform I orif,' ,ri:,n inl (;tlyoq]uj I , (mtava] , ani Hi o llim,, As a 
result of thi:; (ii:;pwldrl n i o i Q' f 'i ,urrie _golLip- it? ahl ili't.t Ofworkinrig ]ro(itltu (r; 1:Js{.5K it ionif KIW:Ipa a_;; , quilloa, hlull-rries. 
and s.t rdwh rri,.s , w'hij . ,i( ,on:n, ",,altc '' (aid "tonll tfi ( ,dt. dl holANDE H(V id''rI ju:2 Iii' vrl,4"y K i ;s mirinat ri W the p(Ia( r :,of s t i i ; J n i w of t.h# jr-,it ,x;'-('tot iori.:; gt(J ri ra t(rat lri i t.I!hobs.tdW 5 -,ni(Olrlt(,J ill*'yi i ;,ovidi rg i t_ Lht produc'x:, ulespit" the 

xistring f WOWee Of Lip,* ~ jct (t_ I ini". Simul t~~oi"-y, ANI)E
opradin a ci-apa!: ty W4 (;'rzralI *(.Etiiimat Of tAh" hoard inI the 
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coordination of all the tasksof the Work Group.
 

ANDE's role in undertaking these tasks within the project
has been favorably praised by thpentrepreneurs, producers , and
nrepresentatvesdprra havevate i6n

participated in the meeting of the Advisory Board and the WorkGroup. In view of the appreciations expressed, the efficiencywith which ANDE acquired the information requested by theconsultants, and the timelineness in organizing the assessment
meeting with entrepreneurs, producers, agricultural chambers and
representatives of the public sector, this consultant agrees with
the positive comments expressed by Ecuadorean organizations andindividuals regarding ANDE's capabilities.
 

c. Intermediate Financial Institutions
 

In the implementation of the credit component of
the project, the Central Bank selected eight private financialinstitutions through which credit would be channelled to finance
investments. They COFIEC,
were: FINANDES, FINEC, FINIBER,

FINANQUIL, FINANZA, and FINANSUR.
 

These are private financial institutions that makeup the
financial and currency systems of Ecuador and are thereby subject
to the ditates of the Currency B, rd and the Central Bank of
Ecuador. They derive the majorit of their resources (70% to80%) from credit lines extended b the IDB, BIRF, CAF and AID.The rest of their resources are obtained through financial

certificates, general and 
specific guaranteed bonds, and their
 
own capital.
 

In September 1985, the Central Bank forwarded the subsidiary
agreements to the financial institutions so that, once signed,
they could begin to utilize a credit line of $4,000,000. Only
two of the financial institutions made use if the credit line:
 
FINIBER and FINANQUIL.
 

FINIBER used the credit line 
in 15 occasions for different
sub-projects for a total of $3,102,823. FINANQUIL 
used the
credit line in 7 occasions for a total of $1,514,676. To date,
the credit line has 
financed a total of $4,617,499 with resourcesfrom the USAID loan and s/.20,000,000 of matching funds from the 
Government. 

The role played by the financial institutions which, haveparticipated in the Project has been thoughimportant, not 
convincing. 
 on the one hand, they are able, at first instance,to allocate the total amount provided by the USAID loan; but onthe other, they experienced innumorable administrative and 
methodological weaknesses in the wnagement of subcontracted

loans.
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Due to conditions relevant to the 
currency and foreign

exchange policies of the country which affected the subcontracted
 
loans, along with the emergence of disagreements between USAID

and the country, the financial institutions have been forced to

temporarily cease all participation in the management of 
 the
 
credit line of the project. An additional loan of $4,000,000
 
from the USAID is still available.
 

2. Public Sector
 

a. Central Bank of Ecuador
 

The Ministry of Finance of Ecuador 
charged the
Central Bank, through an Agreement of Fiscal and Financial Agency

dated January 17, 1985, with the 
implementation of the credit
 
component of the project.
 

The Central Bank o! F.uvdor is a public entity which rules
 
the financial and banking system in 
the country and is subject to
the dicates of the Currency Board. It has ample experience in
the management of credit lines from the BIRF, CAF and1DB, other 
international organizations.
 

To carry out the ordinance from the Ministry of Finance, the

Central Bank of Ecuador, in dccordance with the agreement drawn 
between the USAID and the country, established the implementation

unit within its analytical section in Foreign
the Credit

Department of the Deputy General 
 Manager for Credit, and

forwarded to the USAID April 11, 1985, for its approval, the
operations, procedures, which 
comprised a commercial law, a

billing plan, and the accountant's register for the credit line.

In addition, it also forwarded the subsidiary agreement project
between the Central Bank and the financial institutions that 
would participate in the project. 

Once the subsidiary agreements were reviewed by the tISAID,the Central Bank forwarded them on September 18, 1985 theto
eight financial institutions selected so they could, in turn,
sign them and use them as a guidelines for the channelling of the 
funds to the sub-project.. 

By January of 1987 the Central Bank had issued anapproximat total of $3,300,00 and by March of 1988 a total of 
$4,617,499 of the resourtes allocated by the USAID, and 
S/.20,000,000 of mv.rnmientthe resources. 

At. Ii1? 5 glar.ic, ttIo iimres,.,i )n prevails that everything wentsmoothl y in the" imprle'i,'ntt ion of tine cregdit line, especially
when tak i rvj into iccount th.l antq.' of tth, re,source.s that wereallocated. u/nfortun the ] i There wer,.­ltl y, n ly was di f ferent.. 
signi f icant delays ir processig th. rdi scount as well as in the
delivery of renourc(s; to the .wn. ciaries. reasons theThe for 
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~~7 delays were, due to many 
Central Bank, but also 
institutions. 

factors 
due to 

not 
the 

entirely related toth 
USAID and the fi~nancial 

bFM~hir fFinance 
A 

W,-he Ministry of Finance of Ecuador participated in
the Project as representation of the Government in the signing-of
the Agreement with the USAID. The Ministry of Finance, 'besides.dealing with the consultation process which is normal during the
development of a project, also authorized the Central Bank. toestablJ~sh a credit line for the 'project 'in two separate
occasions, *in the 'first instance for a $4,OOC,000 loan from the
USAID and in the second instance for two additional loans of
$4,000,000. Likewise, it authorized the Central Bank, through a
contract 'as fiscal and financial' agent, to' manage the creditline. 
 The Ministry of Finance also deposited s/ .200,000,000 in
 
-the Central Bank to meet the 'matching funds committed by theGovernment under the Credit Component of the Project. 
 >"'. 

C. Ministry-of Agricjltjr (A)
 

The MAG participated in the Project as a member of
the Advisory Board. its participation nonetheless spanned a very short period 
of time. There has been little formal
communication between the ?4ICIP and the project regarding aspects
related to the export of agricultural and non-traditional agro­industrial products, matters which unfortunately are of, great

interest for both.
 

e. Ministry-of rorelon Affairs
 

The Ministry of Foreign Affairs participated in
the project by sending commercial attaches from some embassies to.
events especially designed for them 
-under 
 the~~sponsorship of
FEDEXPOR. 
 During those training sessions the commercial attaches
visited several of the sub-projects for non-traditional exports 
-­

and obtained valuable information to collect about the-data 

foreign markets. 
­

3. United__States -Agency for International Develoomet
IUSAIDX 

*The USAID participated in the implementation of the
project as promoter, 
-has 

financing agenz"y, and counterpart of thenational ,organizations. Participation was carried out through
the Private Sector Office., 
 ~'"' 

The Private Sector Office of the TJSAID played a leading role
in the development, of the implementation of ,the project# Along
~ it h~Ag'-.ndustria. Advisor, the Office activelyparticipated J n impleamenVa tion, of all the components of' the Q-the' 
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project. The personal involvement of its director and that of
the Agro-industrial Advisor is 
thoroughly acknowledged by all the

project participants. They are 
 given credit for all the
accomplishments project to moment they
of the up the when 

departed from the country in mid-1987.
 

The USAID actively participated in the preparation of the
work plans and budgets for the implementation organizations in
the initial process of 
starting the operation of the credit line,
in discussions 
leading to the selection of the non-traditional

products that would be featured, in hiring the consultants thatwould carry out the studies about the products, in the follow-up
procedures as the implementation progressed, in the allocationsof the resources from donations as well as the loans, in theorganization of seminars and workshops, and among others, in th:discussions that took place on a monthly basis with the Advisory
Board and the weekly ones with the work group. All of these
tasks required great effort from those in charge 
 of

operations of the Private Sector Off ice 

the 
and the Administrative 

Offices of the USAID. 

The role of the USAID in the implementation of the projectbegan to diminish after June of 1987, when internal changeswithin the organization were carried out and the implementation
of the project did not receive sufficient attention. There isclear evidence in the project of the void which this situation
pioduced within the offices of the national counterparts. 

The participation of the USAID in the implementation of theproject can be considered good in terms of initiating theoperation of the project and providing assistance to the national
technicians in the different aspects of the project; adqluate interms of the operation of the credit line; and deficient in terms
of monitoring and administration of 
 project activities after the 
sp] it between th oe reo- jec t Manager theand Agro-industrialAdvisor. in terms of the credit line, numerous implementation
letters were forwarded to the Central Bank. The confused manner
in which the agreeinents and amendments were written introduced 
more d t ois .ortion arid do ut.; than those which the process of
intervention through let ters i ntended to overcome. 

5. ManaUem.nt oftlw IoII,.rpnyqIln of the_ Project 

]) • [ T iri zat i 'Ti 

IiMi, emelt ,i t i ,n1Ol tOfh project was carried outwithout I c Int.rI i z d Orj,gltni zat-ioina structure. Eachorgani zat ion r.pand r (Ti pat i1 i nst.i tut iOn carried out its
functions o; rn i nd}pftd.rf-it. utit., wi thin it. own organizational
struct.ures, i i ordinlat ion with th. imp] ementation of regular
task, mdi11fiesd or ,dat.ted in (Ir roance with the requirements ofthe project. The c:oord i lalt ion of the activities among 
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, ;...participants took place in the midst of the Advisory Board. 

The implementing organizations and institutions were
 
FEDEXPOR AD therinateio ate n4upr.Jwlr-.inpritu-tion -, y h
 

Bank --of Ecuador., Those, as .we as other -organ i on 4
 
and institutions from the public and private sectors, gwere all
'.represented on 'the Advisory Board. ANDE assumed the role of
 
General Secretary for the Advisory Board and the representative
from the USAID assumed the role of Coordinator and Advisor to the
Board. 

'.. 

The implementation of the project with this type of
organization was executed in an appropriate manner thanks to the 
performance of the executive and technical 
personnel from the
 
participating organizations and institutions, and the
 
extraordinary coordination support work
and provided by the
 
Advisory Board. The board *met on a monthly bass on 41

occasions, and the Work Group met weekly on 150 occasions.
 
Nonetheless, for future implementation, it is recommended that
 
the organizational scheme be strengthenedd by assigning greater

authority to the Advisory Board, thus ensuring the exsistance of
 
a formal entity to provide guidance to the project and keep track
 
of the, course of all participating organizations and
 
institutions.
 

b. D.irecio
 

Implementation of the project was conducted
without having a formal central management from which directives
 
plus guidance could have 
 evolved for the participating

organizations and institutions. Informally, the role of general

management was undertaken in practice 
by the USAID and the
 
Advisory Board, whose representatives revised all the work plans,

coordinated the implementation,- and kept track of the activities 
of each one of the participants. The lack of formal centralized
 
management caused many problems of duplication of work and voids

of authority which were not superceded despite the excellent

performance of the Advisory Board and the representative of the 
USAID.
 

For the future, it is recommended to formally establish a 
center that will provide management for the entire project. This

center must be established within the Advisory Board, with the
representation, among others, of the implementing organizations
and institutions of the project.
 

The mechanisms used in the planning,

implernentation,.follow-.up of the activities of the project and to
finncetheinvstmntsin the sub-projects were the following,
which are herein analyzedi
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Anfualwoking panswereuedawelIa 
annual budgets which were distributed on a quarterly basis. 
These bfwere the aripaan: gfaizandeveloped by each of

with~ the collaboration of the Agro-industrial Advisor from' the
USADand subsequently forwarded to -the' USAID for approval'. The
 

work plans and the budgets,0 once approved by ,the ,USAID, were
implemented by the participating organizations and institutions.
 
There were no. problems of any significant importance in the

operation of this planning mechanism.
 

.. ... 2.).For Im~lementation 

The implementation' of the work plan of eachof the participating" organizations of the~project was carried out
through a mechanism which enabled all the implementing

organizations to request 90 days' advances "from. the and
"USAZD


subsequently submit an accountant's report- denoting the
expenditures. Through this mechanism' the implementing
organizations could require goods and services. nationally or
abroad.' At the 'same' time, the implementing organizations could
also present their. requests for direct reimbursements for 
expenses of significant amounts or payment of salaries. This
* mechanism operated with 'some failures .which. caused delays in,the.
implementation. Among the most relevant failures 
were. the

'tendency" to forward" to USAID expense reports without adequate
complete documentation; the loss....telexes from 

or 
the 'USAID to

Mexico requesting 'funds; the expenses 'incurred' by .the

'and 


implementing organization without having received prior approval
from' USAID. These problems, although not critical, delayed the
implementation of the project in some instances..'They can, and
should,' be corrected in the future.'
 

3.) To Followd-up Implementation Activities
 

To follow-.up the 'implementation" of the" work"iplans, participating' organizations and institutions 'availed

themselves of their own internal mechanisms, to. inform USAID,.
'quarterly' and' annual reports were issued in~accordance with the
'requirements set by the organization. It'became evident that the

"reports' were lengthy and contained 'too mnuch inforationrelated
"to the', imnplementati~on of the activities.' It the future it mus~t
be re'quired"" that' the' 'organizations and institut ions submit'
reports more specific about their activities with the results 
achieved with the anticipated results for the period of the report. N~o other important problems were 'detected in relation

Swith this mechanism. ;";<:"; 

++++:+d+++ ++++++ 4')+ 
- ~'44.) ZT._Jnanc. Investmgnts for the Sub-2rojacts
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--f as b-lfty--study-to the--iter ediate finakal i titutn--2)=_
 
:-;fOthem itermediae fiaca intiuto 
evlae th su-pojc
andagants.its.pp.oal o rect approvetdr frmiet. If: he.icliet
 
sumt a
et:!:i:J reor about the su-pojc whc is prentree tot:,'he
 

requests the resources from the USAiD; 7) reviews the):the: USAID,request aendi.n: turn :requests/that~i thei-funds,be sent: from Mexico..
 
. .: funs the uSAID deposits: them :in an.account,at
:When the arrive, 
.-!;:
i-the: Central Bank;, 8) when th Ceta ank-rcie h eore
frmUAD trvrsthem tontral inteimedia:thrhre als ...........
 

isiuin; :9) 
 once the :transfer takes ,:place,:,the;: intermediatei i .i!
 
financial:: institutions allocate -the. funds" to-
the: client :in i:!,)


):!.:accordance with its own criteria,. : ,
: ,.- .::i :; ~ ':.:!:: i 

i/i':.!:i.:.,As can be :.appreciatedl from 
the above: description,, this 'i;) i@

:urned, -out)to bet;i a -lengthy and cumbersome :'procedure;::which" has ',:,~ i . ;::,.,,:
proved lunfavorable: for:"all parties 
:, 

:involved, iThere have ;been:; i!;:/ .iiconsiderable delays in ?all-:stages and-the !funds :'have not :reached _i )?!the:client in a timely :manner., !A, total' revision o:!f /this !' :
 
.4C-27
mechanism is highly 'recommended: it 'should 'be ::replaced with, a ii 

::::more Adequate one. , : i , ., ,­



LO :le T - V5A6 

INETVRDT U$. ILWRQ3EUKOT S0,&PT5 O 2 T DIOC IMACA'AIEVO THRUG PROECj 

+AA 'A' . --

ACTLR~tL 1FOlECAST NOT FULLYAS BEAU OF~R 

I 1990ISDURSX AG. SECTORIZ,I IL TA I NTDPN NSB ACW 

4. VALM ADE INRMN S32 IPO9 ILIN S E ',0H5%B0 .0 MILL .SO(,ITEIU P+RTO (...G..N. ........ . . . . ... .
 

CRINREEN.OB DN JLNDIBU$. R ITML REULS WELR I-IIRELRIti$. 47 INIAS
A . . . .. ... .i.. ... 


I MLL MILLION IRAIECTOAWSAILW US7 7 ION(LO I IPRIMACHEEDTOUWPL Ct 
GRANT 1+ 30+ SUDI ES) IDCI TO US14 0 114 

A"ILAA REUS RiN 1US0,O(R6IL 1O803SBU&E SINCERE) IMVNTREW0 

A+ ++? ++
J1EI"T+.EXPORT I W$63.D:+1UUJ++'+ I'{ US$6." 5 +"1LW I:MIT3Y FO PEROD EPT19O4APL98 

11, NV AAHK I _ _ _ _ _ _+!+++++_ __++++ IN~DDS$3,0 F+++COST+++_ _ ++ _ _IES IOTDIS 20*00 MMNP"IL 
IMPCT PERATU ERDD(TN +3. NET A IIFX W$L2 N)L+t! +NP0RTE OF INP.... 

A+
"A .++ ++ +m,+++ + + + ; + +; s++e+++ ++++ ++,+ + + +,' +++' ~+ ++~ 
: '+"'+'"++J++++AIF R C S +++++'+++f'++'+++++++ +++'++++'+ kO AR ± AP..........................0F+
BECAUSE+*'+' 

+ A USW10OOQISU N SM ,I 1 
IAISA*H W01EMASUD 

AILDN IHS HYLAS HIM AW 

AAAN If U1A1 mom A* 
5,NCE)N.. I' .... I47 ITJEJNI iETAB 

J VA 1 A 

1A--OMIi SN Us;E. 



SHRIYD FEE" hL~' IS 5EUES-'U'..LY 
ULsiNS ?NEW MIXES. RAW MATE-Fl'JJ--- WITH 90% 
RIAL PURPEFE LO. LLY, THqT OEDERATE 
HI iHR UNVERSIOlN RATIOS TH4N AY PREVIOUS 
PiATIIIN4 PROIAXT. 

*PR2E--T PADE AND L05IC;k. FR EORN Wr CEFC 
P IFIr T.IESZ ELVD, STU::r'r~ LE" TOsu-K .: W,CH LriTEP CBTA~INED LOANS FRO"' TFE INVESTK&NT 

A:!' I~TY.A7T~fl E TEN Or THE \ 'OEE --D TO SU?",-P,:VE:T START-LjI3. 

1) -.
 



ANNEX E
 

A NATIONAL STRATEGY FOR THE DEVELOPMENT OF
 

THE NON-TRADITIONAL AGRICULTURAL EXPORT SUB-SECTOR IN ECUADOR
 

(MODEL)
 

A. Introduction
 

Ecuador has a great untapped potential, in terms of land,
climate and human resources, to expand its agriculture and to
develop a viable non-traditional agricultural export sub-sector,
vital to the well-being and to the future of the country. 
Chile,

Ecuador's neighbor to the south, achieved an impressive

development of its agricultural export sub-sector through

intensive planning and consistent effort. Its exports of non­traditional products are respected in every market of the world.

In relative terms, Ecuador's opportunity for similar development
is excellent. Ecuador has 
a good land base and a diversity of
microclimates. 
Advanced production technology is already being
utilized; there is 
a core of experienced and trained farm
 
operatoos; and currently, there is 
a sustained desire to produce

and ed-nort.
 

Currently, there is 
an undeclared contest or 
"race" between
would be exporter-countries of non-traditional crops or products.
The race is to determine which country in the Caribbean, Central
 or South America will be the next "Chile" and gain full access
and the fullest respect of the North American and European

markets. Every country in the region is 
in the race. Some have
 an advantage in terms of financial support. 
 The fact that none
of these countries has won the race, or even succeeded, in real
terms, to develop its non-traditional agricultural export sub­sector offers 
an object lesson in agricultural development. Each
 
country is undertaking development in the traditional 
"one-step­
at-a-time" basis and attempting to "export-what-they have" rather
than develop a sound production base and a strong and aggressive

marketing or postharvest base.
 

Ecuador has an opportunity. Compared to its competitors, it

has many of the ingredients to succeed.
 

To succeed and develop the non-traditional agricultural

export sub-sector to its 
fullest, a total "systems approach" of
developent must be undertaken. It must be recognized that the

sub-sector is a system of interrelated and complementary

individuals, institutions, structures, functions, services and
activities. 
 For the sub-sector to achieve full development, the
entire sub-sector system must be upgraded and developed.

will require the simultaneous upgrading of skills and 

This
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capabilities, the upgrading and establishement of required
organizational structures, the upgrading and establishment of the
required infrastructure, the upgrading and introduction of the
required marketing or postharvest technology, and the upgrading,
introduction, and Pdoption of the required production technology.
This is the 
"Syste.ms Approach" to development that should be
utilized to establish a sound production base and a strong
marketing base 
 the essential components of a successful non­traditional agricultural export sub-sector.
 

B. The System Defined
 

The non-traditional agricultural export sub-sector is 
a
system emcompassing all of the functions of production and
marketing, together with the interaction of the people, firms,
institutions, and agencies that perform these functions. 
 Stated
in another way, the system is, collectively, all of the producers
of the agricultural commodities and products, the intermediaries
(exporters, wholesalers,etc.) performing the various 
functions,
the functions or services performed, the suppliers of production
and marketing inputs, and the various institutions and agencies
providing regulations, information, and credit that influence or
affect the production and export of the crops 
or products. (See

Figure 1.).
 

The components of the system are 
all interrelated and
interdependent, a factor that must be understood if the sub­sector is to develop to its 
fullest potential. Because of their
interrelationship and interdependence all components, entities,
and functions of the system must be addressed simultaneously to
achieve lasting ar! 
meaningful development. It is ineffectual to
attempt to upgrade the system by picking and chosing only one or
two components and concentrating development efforts 
on these.
 

The systems aproach to development of the non-traditional
agricultural export sub-sector is of a long term nature (five to
ten years) but the results are permanent, including the establishment
of 
a sound production base and a strong and aggressive marketing
 
or postharvest base.
 

C. Development Of The System
- - The Non-Traditional Agricultural
Export Sub-Sector 

To achieve the full potential of the non-traditional
agricultural export sub-sector in 
a minimum amount of time
requires extensive planning of a practical nature and a great
amount of hard work by all participants in the sub-sector or
system. Basic to the full development of the sub-sector is the
application of the Systems Approach and the preparation and
adoption of a total 
strategy of development. The strategy for
the development of the sub-sector is, 
in general, a guide a'd
incentive for all 
individiuals, firms, groups, organizations,
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agencies and governmental bodies to upgrade their capabilities

and capacities.
 

The Strategy is a stimulant to development to all

participants in the system and is 
a guide or indicator to policy
decison-makers and to external forces 
as 	to the importance of the
sub-sector and its 
direction of development. In effect, it is a
 map, timetable, and guide for the participants as they each
 
individually undertake their parts.
 

The strategy developed should address the long-term

requirements of establishing a sound production base and a strong

and aggressive marketing or postharvest base. It also should

provide 
a basis for the shorter term requirements of existing

producers, processors, agri-business firms, and exporters that
 
are now engaged, or have the capability to engage in, the
 
production and export of non-traditional crops and products.
 

D. The National Strategy (Model)
 

1. Purpose
 

The purpose is to provide a planned and integrated

program of development to 
assure the rapid and complete

development of the non-traditional agricultural export sub-sector

in Ecuador as a major contributor of foreign exchange to the
 
economy.
 

2. Goal
 

The goal is 
to 	develop a sound and expanding production
base and 
a strong and aggressive marketing base (postharvest) in
the non-traaitional agricultural export sub-sector by upgrading

the skills, capabilities, and capacities of each participant in

the sub-sector, including: manufacturers and suppliers of

inputs; producers of the commodities and products; exporters and
shippers of the commodities and products; and all of the

individuals, agencies, organization-, ministries and other
institutions having a direct 
or 
indirect impact or involvement in
 
the sub-sector.
 

3. Objectives
 

Phe objectives of the development of the non­traditional agricultural export sub-sector are the following: 

a. 	 enhance agriculture as 	 an earner of foreign 
exchange;
 

b. 	 assure tie restructuring and upgrading of the 
infraslructure of the marketing system in Ecuador 
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that relates to, and is 
a part of, the sub-sector;
 

c. assure the entry of non-traditional agricultural

export crops and products into world markets,

especially those now having effective tariff and

non-tariff barriers, such as phyto-sanitary
 
restrictions;
 

d. assure the development of a production base, oriented to
export markets and to the introduction and rapid

expansion of crops and products for international
 
markets;
 

e. assure the development of 
a broad marketing

(postharvest) base to permit the proper exportation

of highly perishable products;
 

f. assure the availability, Limeliness, and accuracy of

market news, information, and intelligence to assist

producers and expot-ers in their export marketing

activities;
 

g. assure the availability of required production

technology and technical assistance in its adoption

and utilization;
 

h. assure the availability of required marketing

(postharvest) technology and technical assistance

for adopting and utilizing same, and specialized

technical assistance in the development, design and
 
utilization of postharvest systems;
 

i. assure the availebility and provision of

organizational, operational and managerial

assistance to all participants in the sub-sector;
 

j. assure the provision of short, medium and long-term

credit to meet both production needs and marketing

requirements;
 

k. assure the availability, timeliness of acquisition,

quality, and affordability of all necessary

production inputs including machinery and equipment,

fertilizers and chemicals, fuel, appropriate

.rrigation systems, and other critical items;
 

1. assure the availability, timeliness of acquisition,

q~iality, affordability, volume, type, variety and

cultivar of necessary seeds, plants, trees and other
 
types of' planting materials;
 

m. assure the availability, timeliness of acquisition,
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quality and affordability of necessary marketing

inputs including cartons, packing material,

chemicals, pre-cooling equipment, grading and
 
packing equipment, handling equipment, cold storage

equipment and facilities and processing equipment.
 

4. 	 Activities And Projects To Be Undertaken To Achieve The
 
Objectives
 

There are many activities and projects that must be
undertaken by various organizations, individuals, companies and
agencies at all levels in the non-traditional agriculutral export

system to achieve the stated objectives and full development of
the potential of the sub-sector. The undertaking of these

activities and projects must be ei.couraged through promotion and

direct involvement and coordination through a properly equipped

and staffed organization or agency. The activities and projects

that 	must be undertaken include the following:
 

a. 
the initiation and the expansion of agricultural

research programs oriented to non-traditional agricultural export
 
crops and products;
 

b. the initiation of an aggressive program to
eliminate the phyto-sanitary restrictions in world markets for

Ecuadorian products through "export zone" identification, disease

and insect eradication, "export zone" quarantine, commodity

treatment 
(fumigation), commodity certification, and other
 
programs.
 

c. 
the development and establishment of an

organization of producers, wholesalers, exporter's/shippers,

manufacturers and suppliers of inputs, processors, 
transportation

companies, personnel of ministries and agencies, and all parties

involved or related in any way, or interested in, the production

and marketing of agricultural export crops and products.
 

d. the expansion and upgrading of the technical

assistance capability of the ministries and agencies of
 
government that are responsible for various activities and
 
components of the sub-sector and of 
internal developmental

organizations dedicated to 
the development of non-traditional
 
exports;
 

0. the development and implementation of an expandedprogram of- morket news, information and intelligence pertaining
to internal and oxtpe -na] (export) markets; 

f. the development and implementation of an expanded 
extension progrim for producors of export crops and products; 

g. the development and implementation of a program to 

E-5
 



provide marketing extension services to producers, exporters and
 
other participants in the sub-sector (specialized market
 
development and postharvest technology.)
 

h. the development, implementation and expansion of
medium-term credit for upgrading and expanding production,

volume, and capability;
 

i. the development, implementation, and expansion of

short-term credit for marketing (export);
 

j. the development and implementation of simplified

systems of permits and documentation for required imports of
 
equipment and supplies for the sub-sector;
 

k. the development and implementation of a program to

eliminate import duties on all equipment and inputs required for

the production and marketing of non-traditional agricultural
 
exports;
 

1. the development and implementation of a program to
reduce and/or eliminate taxes on 
fuel used in the production and
 
marketing of non-traditional agricultural export crops or
 
products;
 

m. development and implementation of a program, within

the Ministry of Agriculture or other agency, of certificaiton of
 
plants and seeds produced in the country for use in non­
traditional agricultural production to 
assure high quality,

freedom from disease, viability, and varietal purity of all
 
planting material;
 

n. the development and implementation of a program,

within the Ministry of Agriculture or other agency, of varietal

trials, development of new varieties and meristem (tissue

culture), and expansion of 
new varieties for introduction into
 
the Couantry;
 

o. the development and implementation of a program to

expand the activities of the experimental station to facilitate
 
the rapid adoption of modern technology of production of non­
traditional crops and products and the provision of
 
recommendations, procedures and instruction on 
the adoption and
 
use of the technclogy by producers; 

p. tie development and implementaaiton of a program toestablish demonstration plots, utilizing the latest technology,
that are available to producers in identified producing areas of 
export zones to facilitate rapid adoption of the new technology; 

q. the development and implementation of a plantprotection control program to research and thedetermine 
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insecticides, fungicides, herbicides and other chemicals utilized
 
in the production and marketing of export crops that 
are

prohibited in target export markets, and to 
control and prohibit

the use of these chemicals on crops for export (advisory and
 
regulatory activities);
 

r. the development and imp'leen-ation of strict
 
control procedures in tile use of chemicals 
for production and
 
marketing activities to avoid unacceptable residues of chemicals
 
banned for use on fruits and vegetables entering target markets;
 

s. the development of 
a program for the utilization of
irradiation, when fully approved in the United States, Canada and

other countries, including preliminary planning for facilities,

utilization, control, location, certification, and other factors;
 

t. the development and implementation of new

procedures to expedite the export of crops and products and

streamline the system of export permits and required documents,

eliminating unnecessary delays and reducing paper work and
 
documentation to a minimum;
 

u. the developnient of 
a phased plan or program of
development and expansion of major export crops (especially

lonq,:r term fruit crops), integrating and relating the expansion

program with the program to identify and develop export zones;
 

v. the development and implementation of a promotion

program to encourage producers (farmers) and processors to enter

into the production of non-traditional agricultural export crops;
 

w. the development of 
a phased program of promotion
and assistance to increase the number, size, capacity and volume
 
of output and quality of:
 

(1) 	local nurseries producing planting materials
 
for orchards, groves, vineyards and
 
plantations that are of the correct
 
variel.ies, available when required and in the
 
quantity required,
 

(2) 	local nurseries and greenhouses producing

plants for vegetable production that are of
 
the correct varieties, available when
 
required and in the quantity required;
 

x. 	the development and implementation of a program of

importation of planting materials of 
new and improved varieties
 
and cultivars of tree fruits and other types of 
fruit and
 
vegetables for budding and for vegetative propagation;
 

y. the development and implementation of a program of
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importation of genetically pure and viable seeds of the highest
quality and of the varieties best suited for target markets and
local growing conditions in the volume required, available when
 
required and at a reasonable price;
 

z. 
the development and implementation of a program of
importation of required insecticides, fungicides, herbicides and
other chemicals used in the production and marketing activities,

but only those permitted in target markets.
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ANNEX F
 

PROJECT RE-DESIGN/PROPOSAL
 

Two project re-design proposals are presented as requested

by the USAID Mission in Ecuador as an indicator as to the

possible com'osition and cost of a re-designed project. The

first proposal is for an optimum project. The second proposal is
 
a minimally acceptable project.
 

A. 	 Alternacive #I Optimum Project
 

1. 	 Project Goal
 

The goal of the project is to facilitate economic

growth through the development of non-traditional agricultural
 
exports.
 

2. Project Purpose
 

The project purpose is 
to develop a sound, dynamic, and
profitable non-traditional agricultural export sub-sector capable

of acnieving Ecuador's potential in the international market.
 

3. 	 Project Duration
 

Optimum: Five Years
 
Minimum: Three Years
 

4. 	 Project Composition - Two Sub-Projects
 

a. Sub-Project 41: A developmental project based
 
upon a strategy to be developed and adopted, utilizing the
 
systems approach and providing technical assistance, commodities
 
and training through FEDEXPOR as the implementing agency.
 

b. 	 Sub-Project #2: A financial assistance activity
providing credit to producers that have production/marketing

projects or activities that complement the adopted development
 
strategy of the sub-sector. 

5. 	 Im ]!ment in(I A(ency 

Sub-Proj ect PI - FEDEXPOR
 
Sub-Projoct 112 - Central 
 Bank 	 of Ecuador 

6. 	 Coord i nat ing Ag(_-ncy - ANDE 

7. 	 P]lann i g and_ Monitori ng Body - Junta de Asesores 

The Junta d, A.;o.ores should be expanded to include 
representation from a1i pal-ticipants .in the sub-sector, including 
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transportation, packaging, and farmers 
 The Junta de Asesores

should function similar to a board of uirectors in the planning,

development, adoption, and implementation of the national
 
strategy for the development of the non-traditional agricultural

export sub-sector.
 

8. 	 Project Components
 

a. 	 Technical Assistance
 

(1) 	Marketing Economist/Marketing Specialist

Long Term - 36 to 60 months
 

(2) 	Horticulturist
 
Long Term - 24 to 36 months
 

(3) 	Management/Institutional/Finance Specialist
Long TE.jcm - 12 to 24 months 

(4) 	Market Intelligence Specialist­
Situation/Outlook/Market Analyst 
Short Term - 3 to 6 month assignments 
Total - 12 to 24 p/months 

(5) 	Postharvest Technology Specialist
 
Short Term - 2 to 3 month assignments 
Total - 12 to 24 p/months 

(6) 	Food Technology Specialist
 
Short Term - 2 to 3 month assignments 
Total - 6 to 12 p/months 

b. 	 Commodities
 

(1) 	Vehicles, 4 wheel drive, all-terrain
 

For Technical Assistance personnel- 2
 
For use of FEDEXPOR - 2 

TOTAL -4 

(2) Computer 
(For use 
and hort

Systems 
of marketing speciali

icultural specialist) 
st 

-1 

C. Training 

d. Finnc 

Sub-Proj ct. V : Developmental 

Financial (,;i:stoance to FEDEXPOR to develop its 
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structure and capacity and capability to undertake the role of
developing the sub-sector and implementing the AID Project.
 

Financial assistance to ANDE to undertake its role
as coordinating agency. 
Financial assistance to the 	Junta de
Asesores to undertake its role as 
a planning and monotoring
 
agency.
 

Sub-Project #2: Loan Facility
 

USAID US$3.4 million
 
Counterpart US$1.4 million
 

B. Alternative #2 Minimum 	Project
 

1. 	 The Project Developmental with Finance
 
Component
 

2. Duration 
 Three years (minimum)
 

3. Implementing Agencies 
 FEDEXPOR - Development 	and
 
T.A.
 
BANCO CENTRAL/CFN -

Financial
 

4. Coordinating Agency 	 ANDE
 

5. Project Composition
 

a. 	 Sub-Project #1 Developmental/Technical
 

Assistance
 

o Components
 

- Technical Assistance
 
Marketing/Production Specialist 
 33 p/m

Short Term Assignments 
 40 p/m

Horticulturist
 
Market Analyst/Intelligence
 
Food Technology/Processing
 
Institutional Management
 

- Vehicles 
 4/w Drive
 

- Financial Support 
FEDEXPOR 
ANDE and Advisory Board
 

- Training
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o Cost
 

-

-
T.A. 
Vehicles 

$800,000 
20,000 

- Financial Support 300,000 
- Training 150,000 

TOTAL US$1,270,000 

b. Sub-Project #2 Financial 

- Loan Facility 
- USAID US$3.4 mil. 
- Counterpart US$1.4 mil. 

Loan funds should be designated for users that meet strategy

objectives of the project and cannot obtain funds through normal
 
channels.
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ANNEX G
 

ECUADOR
 
NON-TRADITIONAL AGRICULTURAL EXPORTS
 

PROJECT REVIEW
 

REPORT BY DEVRES
 

The implementation of USAID project, ECUADOR: 
NONTRADITIONAL
 
AGRICULTURAL EXPORTS. was initiated June 
12, 1985, between the Agency
 
for International Development (AID) and Devres, Inc., 
in collaboration
 
with FEDEXPOR (the Ecuadorian Federation of Exporters).
 

The objectives of this project are to increase the 
level of
 
nontraditional agricultural based exports and 
to increase investment in
 
productive, export-oriented agribusinesses. Devres, working with
 
FEDEXPOR, has been providing Ecuadorean nontraditional agribusiness
 
exporters with: access to 
US market and technology information; help in
 
the provision of support services to export-oriented Agribusinesses 
to
 
include distribution and marketing; promotion of planning favoring
 
export development; and assistance in the identification of export
 
opportunities. Carrying out 
these objectives successfclly is leading
 
to increased export of new products; development of new markets;
 
expansion of contacts 
between individual exporters and importers; and 
strengthening of the institution of FEI)EXPOR, through expanded 
membership, revenues, information, data base capabilities and knowledge 
of US market potential. 

The broad objectives of the project have been realized. During

the life of this project, non-traditional exports from Ecuador have
 
roughly tripled, to a current annual volume of 
over 20 million dollars.
 
Investment activity in productive, export-oriented agribusinesses has
 
markedly increased. As an institution, FEDEXPOR has doubled in
 
membership and taken on 
a lead role in the development and promotion of
 
non-traditional exports.
 

Principal objectives of the project have been to provide 
Ecuadorean agri busi ness exporters with: 

o Access to U.S. market and technoloy information. Devres has
 
succed d in this; objective by providing 
access to 
informnation such as the following: 

Weekly trnsmi 55'i on via FAX of Terminal Mar ket Reports 
for fresh fruits and vegetables from New York City and 
Cut Flower and Fern report.s generated out of Florida; 

Dissemination of up-to-date market 
information via
 
Fedexpor newsletter;
 

Productionof a b:i-weekly 'Washington Trade Update'
 
informing FEDEXPOR membership of current developments
 
and potential changes in trade and import conditions;
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Development of 27 individual commodit, profiles which
 
include detailed information on technical inputs,
 
production, post harvest handling, transportation, US
 
regulations and standards, and marketing;
 

A diversity of magazines, newsletters, trade journals 
from which Devres' staff has gleaned the mcst relevant 
and meaningful information for FEDEXFOR's membership;
 

Conduct of a variety of seminars and workshops, (in post
 
harvest handling, canning and processing, and export 
development and promotion) to provide Ecuadorean 
exporters with the Lnowledge to succeed in export 
markets;
 

InformaLi 'n and prices regarding US technology and 
agricultural inputs via contacts with US trade 
associations and as result of specific requests by 
FEDEXPOR members; 

Electronic databases containing information on US 
production, prices, exports, imports, investment leads, 
US business' financial and credit information, 
marketing leads, and a weal th of other useful 
information; and 

Specific commodity information resulting from one of 
several hundred specific request made on behalf of an 
individual I FEIIEXPOR member; 

o 	 Help itn realizing various forms of enterprise-based market 
access and technological transfer (e.,., contracts, 
licensing, investment). Devres has provided assistance 
directly to individual FEDEXPOR members and strengthened the 
ability for the institution of FEDEXPOR to meet these needs 
in the following way.;: 

Assistance in negotiating multi-mi]lion dollar contract 
for major meloo prod,,._'er and exporter; 

Establi.shment of xx(LhousnndsJ) contacts with individual 
buyers and inve.stor; in the US and other major markets; 

lelp in negot iat ing cont rantL with varieLy of buyers for 
fresh anid processed commod i ties; 

Aid in ident ifying, legal meaures for col lect ing 
outstanding claims; 

Support. in the identification and purchasing of 
equipment and agricultura inputs such ns seed,packaging 
and chemicals; 
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Developing and expanding FEDEXPOR's physical library

with resources such as sample contracts, licensing
 
agreements, and FEDEXPOR's electronic library with
 
investor and buyer contacts; and
 

Developing FEDEXPOR's understanding of the requirements
 
of US market and its intricacies from near zero to the
 
basic level needed to interact with US buyers and
 
investors.
 

0 	 Assistance in the identification of opportunity areas e.g.

products, markets) and their promotion. Devres has pursued

this objective 
on many fronts including the following:
 

Organization of FEDEXPOR and its membership's

participation in 
six major trade fairs and exhibition
 
in two in order to identify potential market
 
opportunities and demonstrate to 
FEDEXPOR's members the
 
possibilities;
 

Conduct of 10 trade missions to major US markets which
 
facilitated hundreds of trade contacts between
 
individual exporters and buyers and investors;
 

Development of opportunities in apples, tomate 
de arbol,
 
avocados, bananas, babaco, berries, honeydew melons,
 
grapes, grapefruit, granadilla, limes, narajilla,
 
oranges, papaya, pears, 
pineapples, strawberries,
 
uvilla, artichokes, asparagus, baby corn, other baby

vegetables, haricot vert, bell peppers, broccoli,
 
brussel sprouts, chayote, cherimoya, cocoa paste,

endive, mache lettuce, mushrooms, okra, onions, heart of
 
palm, pigeon peas, potatoes, radicchio, sugar snap peas,
 
snow peas, yams, string beans, zucchini, tomatoe paste,

achiote, avocado oil, ginger, coriander, saffrn, sugar
 
cane molasses, tea, cardamom, garlic, shrimp, tuna,
 
mollusks, cheese, quinoa, sausage, wood products,

electrical appliances, dairy, and angora rabbit 
fur.
 

Provision of TA's in ginger, aquaculture, snow peas, and
 
other products to further identify and quantify
 
opportunities and to promote 
said 	opportunities;
 

Conduct of 
three trade missions to agricultural

production aretis in Chile to aquaint FEDEXPOR members
 
with 	the entire production process from investments to
 
marketing and final liquidation under conditions similar
 
to those of Ecuador; 

A good example of the development process triggered by this
project can be found in the work done by Devres/Fedexpor in snow peas.

Initial analysis of export opportunities indicated 
that 	snow peas could
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be a feasible export. commodity. A commodity profile was prepared, and
 
after its distribution Fedexpor requested technical assistance, which
 
was provided in the form of three 
visits by experts from California and
 
Guatemala. Inita. plantings were made and exports of limited
 
quantities were shipped to 
the US. These shipments encountered
 
constraints in the 
form of APHIS regulations which limited the
 
marketability of the product. Other markets, namely Europe and 
Canada,
 
were then developed, and now Ecuador is 
a regular supplier. This
 
limited success 
has led to the export development of products with
 
similar cultural practices, such as 
sugar snap peas and haricots verts.
 

In the coastal region, exports of melons and okra have created an
 
awareness of opportunity in non-traditional commodities. 
 Ect''dor is
 
now a major supplier of honeydew melons during the 
"winter window".
 
Shipments total over 200,000 crates per year. Devres has been
 
instrumental in facilitating export contracts, marketing information,
 
and packaging requirements. Most importantly, Devres has assisted in
 
the establishment of good relations 
and communication between the
 
Ecuador Ministry of Agriculture, the melon growrs and the United
 
States 
Department of Agriculture. These relationships are critical in
 
order for Ecuador to market its melons under the current APHIS
 
guidelines. In a situation similar to 
that of snow peas, Devres
 
identified and promoted at, opportunity for marketing fresh oka. Seed 
was obtained and planted, and exports initiated. Marketing was done 
through Devres' contacts in the New York Terminal Market. Product
 
quality was good and prices 
level indicated excellent profitability. 
Problems arose, however, in that the air carriers did not provide
consistent service, sometimes cancelling space for the exporter without 
notice. As a result, this project is on "hold" until such time as more 
reliable air service is developed. 

Even in difficult circumstances, the 
,roject has achieved its
 
objectives.
 

For example;
 

" Problems were encountered in exporting snow peas. Growers,

with Devres support, were able to arrange fumigation, obtain
 
correct packaging materials, realize quantities needed to
 
ship in order to make a profit asid diversify their marketing
 
to other contries. 

o Difficulties with honeydew melon exports have taught the 
Ecuadorians about PACA legislation and 
the prrotection

provided by US legal system. Also, through the project they
learned to deal with US regulatory agencies such as APHIS and 
FDA; 

o Flower exporters, despite their lack of internal cooperation, 
are making significant inroads into the US market. There is 
an increasing interest 
on the part of US investors in this 
sector, which will be developed once the elections in Ecuador 
LaKe place. 
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Although this project has met and exceeded its goals, there are
 
problem areas and constraints worthy, of comment:
 

" 	 The project design had a promotional orientation yet 
was
 
expected to produce developmental results. The inputs from
 
the project are manifesting themselves in view of the fact
 
that nontraditional exports have markedly increased. These
 
results could be greatly enhanced by following up the
 
promotional work with parallel tangible development projects
 
to provide financing and ongoing technical assistance.
 

o The design based no expatriate staff in Ecuador to interpret
 
information or serve as catalyst for activity. A qualified
 
individual at nominal cost cculd have greatly benefitted the
 
project in all aspects. Communications have been more
 
difficult due to distance and cultural barriers, all of which
 
could have been efficiently bridged having a "project
 
presence" in FEDEXPOR's office on a permanent basis;
 

" 	 During the course of the project many cultural constraints
 
have appeared which inhibit understanding and participation
 
in the US marketplace, which the project design largely
 
ignored. Ecuadorians are hesitant to obligate themselves or
 
to take financial risk. FEDEXPOR and its members have been in
 
large part unwilling to take on any additional expense riot
 
subsidized by the project. For example, a group of flower
 
exporters reported losses in excess of $ 100,000 per year due
 
to poor information and handling. Project staff offered a
 
solution which would have cost 
the group $ 25,000 per year
 
based on a $ .25 per box assessment. This was turned down
 
due to "excessive cost". Potential exporters, particularly in
 
the Sierra, have demanded assurances of profitability for any 
exort venture, something difficult to certify wLth
 
pliishable commodities; 

o 	 The relationship between the contractor (Devres) and client 
(FEDEXPOR) was not clearly defined, particularly in respect 
to the oppration of the Miami office. This change was imposed 
by AID and FEDEXPOR. Dclires asked for clarification from AID, 
but the Private Sector Office did not directly respond to the 
issue. As a result there have been some difficult moments 
regarding the role of Devres as a "marketing agent" for 
FEDEXPOR, an activity which was never intended in the project 
design. Also, expenses due Devres which were to be paid by 
FEDEXPOR, such e- rent, telephone, and telex have been 
difficilt if not impossible to collect; 

" 	 The project his suffered somewhat from a lack -if continuity 
in the direct participation of the Private Sector Office. 
Much progress was made during those periods whe, their staff 
was actively involved in supporting project activities. In
 
the last year, however, due to problems within the mission, 
this support has been lacking. More recently the Private 
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Sector Office has taken up the reins and is actively
 
supporting project activities.
 

o FEDEXPOR and its members viewed the Mission as read)' source
 
of funding for any project the Private Sector Office wished
 
to pursue. Actualizing this financing proved to be difficult
 
and the project as a whole suffered a lack of credibility;
 

o 	 Of particular concern to Devres is the lack of dissemination 
of the information, both written and electronic, which has 
been sent to FEDEXPOR. There seems to be a bottleneck in the 
Quito office in getting this information out to the 
membership and the interested public. Devres staff will be
 
completing a study tracking the flow of this information.
 
Once again, permanent project staff presence within FEDEXPOR
 
could have greatly allieviated this problem and provided
 
immediate interpretation of the wealth of information
 
resulting from project activities.
 

Despite such problems and constraints, Devres has achieved project 
objectives. Exports of non-traditional commodities have increased
 
substantially during the three year term of the project. FEDEXPOR has 
grown dramatically in membership and developed substantial 
institutional capabilit. vis--a-vis sharing knowledge of the US and 
other foreign markets with its membership. The Miami office continues 
to provide a source of information for FEDEXPOR membership and acts as 
a representative trade office of the Association in the United States, 
recieving calls from importers and other buyers, potential investors 
and equipment and agricultural product suppliers. 

A logical follow up to this non-traditional export project would 
be the re-design and implementation of a project extension to further 
develop the potential already identified and promoted. Many commodity 
groups, such as flowers, berries, specialty vegetables and fresh fish 
could directly benefit from continued on-site technical, financial and 
marketing assistance. 

E. A. Villasenor, III 
Senior Associate
 
Devres, Inc.
 
Ecuador project Director 
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