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PART 

YSAID/ECUADOR 

FYs 89/90 ACTION PLAN 

SYiATEGY AND OVERVIEW OF PERFORMANCE 

1. Setting 

This Action Plan is being presented in the middle of a critical 
transition period for Ecuador. In spite of the critical 
economic situation confronting the country in the immediate 
future, as described below, Ecuador's political leadership has 
demonstrated a strong commitment to democracy as evidenced by 
the active participation of at least ten political parties, and 
the community at large, during the January 31, 1988 presidential 
elections. Such elections were conducted in peace and the 
results have been accepted by both participants and voters. In 
sum, the electoral process has strengthened democracy and is 
fully consistent with U.S. interests and objectives in Ecuador. 

The upcoming May 8, 19t38, runoff elections between the top two 
candidates in the January 31 national elections will determine 
who will assume the presidency on August 10 for a four-year 
term. Both candidates represent political orientations which 
differ substantially from that of the Febres Cordero 
administration. A state of nervousness exists which is 
contributing to capital flight and speculation. This, in turn, 
has fueled a rapid devaluation of the sucre and further 
intensified pressures on the Febres Cordero administration to 
modify the free market ~olicy matrix which it introduced and 
which engendered very favorable responses from the U.S. G. and 
the international community. The marked decline in petroleum 
prices, natural disasters and internal political friction have 
all served to limit the impact of the free market policy 
measures enacted in August 1986, which have turned into a 
"whipping boy" for the political opposition in this election 
year. In late February and early March of this year, under 
considerable political pressure, the Febres Cordero government 
reluctantly introduced restrictions on the free access to 
foreign exchange, as well as some price controls for 
agricultural commodities. 



While the repercussions of these new policy changes are not yet 
fully discernable, they may jeopardize debt rescheduling 
negotiations with the international banking and donor 
communities. The anticipated rescheduling agreements have been 
a key component of Ecuador's economic recovery plan and a 
failure to sign them or any significant delays would deepen an 
already severe economic crisis. 

Given the circumstances, USAID/Ecuador's strategy must be as 
flexible as possible to permit the Mission to respond to the 
development priorities identified by the incoming 
administration. The process of strategy formulation, which will 
result in a new Country Development Strategy Statement (CDSS) 
due in Washington in N 89, must explore the root causes for the 
current economic crisis and the structural impediments to 
longer-term growth with equity. Per capita income of $1,150 
tends to hide the existing significant disparities which exist 
among regions and population groups. For the vast majority of 
the population, low levels of income, health and education 
continue to be the norm. Although much progress has been made 
in the past 20 years, the national infant mortality rate (IMR) 
is still 51 deaths per thousand children born. Additionally, 
the IMR varies widely between provinces, ranging from a low of 
27 per 1000 to a high of 106 per 1000. Over 25 percent of the 
workforce is either unemployed or underemployed and only a small 
proportion of the low income population has access to safe 
drinking water. 

The discovery of commercially exploitable quantities of oil in 
the late 1960s radically changed the traditional structure of 
Ecuador's economy. For example, while in 1970 bananas, cacao, 
and coffee accounted for 83 percent of export earnings, in 1985 
they accounted for only 18 percent. The oil boom of the 1970s 
as well as cyclical bonanzas for coffee and banana exports, 
masked some underlying defects in the economy: an overvalued 
exchange rate, relatively high inflation rates, stagnating 
agriculture and migration to the cities, low domestic savings, 
import protection cushioning industry from the ne2d to be 
competitive, excessive public sector spending, growing public 
and private foreign indebtedness and growth in imports despite a 
policy af import substitution. In addition, the nationalistic 
economic policies of the military regimes of the 1970s led to 
the withdrawal of most foreign oil companies by the mid-1970s. 
Foreign investors in other sectors were also discouraged by 
economic nationalism, by the gap between the theory and the 
reality of the Andean Pact and by Ecuador's restrictivle 
interpretation of Andean Pact investment regulations. 



BY 1979 it was,becoming eminently clear that Ecuador was too 
heavily in debt. According to World Bank figures, by 1979 the 
debt service ratio had risen to 38 percent, compared with 13 
percent in 1972. The situation deteriorated still further in 
the early 1980s. 

The country's problems were compounded in 1983 when freak 
weather conditions caused by El N i f i o  impacted negatively on 
major agricultural crops, including the main export earners. It 
was possible to offset the losses from major agricultural 
exports with higher oil revenues but at the expense of seeing 
oil reserves fall in the absence of new exploration. GDP 
registered negative growth of 3.3 percent in 1983. The response 
was further devaluation, more import restrictions and renewed 
requests for debt rescheduling. The austerity measures of 
1982/83 laid much of the groundwork for the Febres Cordero 
government, which took office in August 1984, to implement its 
free market philosophy and monetarist economic policies. These 
policies helped spur a recovery in the agricultural sector, with 
growth rates of 10.6 percent in 1984 and 9.3 percent in 1985. 

During the past two years, however, Ecuador has been faced with 
formidable economic difficulties. The country's economic 
situation was adversely affected in 1986 by the sharp decline in 
the export price of oil, which reduced oil export earnings by 
almost $1 billion and domestic revenues by $500 million. Fiscal 
adj7stments were made to counteract the adverse oil price shock 
and, as a result, the 1986 public sector deficit was held to 4.1 
percent of GDP, roughly half of what would have occurred without 
additional fiscal corrections. Non-petroleum exports grew 
substantially during 1986 and, for the first time in many years, 
accounted for more than half of Ecuador's total export 
earnings. Agriculture and other non-petroleum growth offset the 
contraction brought by the oil shock and the fiscal measures, 
and instead of falling, as originally expected, GDP grew by'2.9 
percent in 1986. 

In March 1987 the government's economic program was again thrown 
off course when economic conditions were adversely affected by 
the earthquakes which damaged infrastructure, including roads, 
telephone and telecornn~unication facilities, and destroyed a 
large section of the main petroleum pipeline, resulting in the 
suspension of oil production and export for almost six months. 
As a consequence, in 1987 Ecuador confronted one of the most 
serious economic and social crises in its history. 

~cuador immediately set to work to overcome this natural 
catastrophe. A neb pipeline connection with Colombia was built, 



oil swaps were arranged with Venezuela and Nigeria and repair of 
the main pipeline was initiated within days of the earthquakes. 
With great internal effort and some assistance from the 
international community, Ecuador was able to repair in recore 
time much of the physical damage caused by the earthquakes and 
to restore oil export capacity in less than six months. The 
government continued to pursue its stated economic~policy by 
introducing necessary corrective monetary and fiscal measures, 
and put into effect several significant programs designed to 
achieve further economic and financial stability. 

The principal objectives of Ecuador's program of structural 
reform were to improve resource utilization in the industrial 
and agricultural sectors, strengthen the balance of payments 
through both export development and more efficient import 
substj.tution, and to create a market-responsive economic 
environment which would sustain higher growth in output and 
greater employment generation. The strategy underlying this 
program consisted of modification of industrial, agricultural, 
financial and trade policies so as to reduce administrative 
controls and increase reliance on market forces to allocate 
resources. 

The international donor community was pleased with the results 
Ecuador achieved in restructuring its economy. The reforms 
implemented were both extensive and effective and included 
cutbacks in long-standing price controls, reduced subsidies on 
energy, elimination of export taxes, liberalization sf imports 
by a reduction of prohibitions, and fostering of direct foreign 
investment. On the financial side, the government sharply 
reduced Central Bank expansion of credit, devalued the exchange 
rate to competitive levels, and made interest rates more 
flexible and'market-responsive. 

In spite of the government's efforts, the impact of the . 

earthquakes on revenues and expenditures led to an increase in 
the public sector deficit to the equivalent of 10.5 percent of 
GDP in 1987. The impact on the country's external accounts is 
even more serious. The current account deficit of the balance 
of payments increased from 5.8 percent of GDP in 1986 to almost 
14 pexent of GDP in 1987 ($1.2 billion), and the overall 
deficit amounted to around 7 percent of GDP ($700 million). 

The pressures on the balance of payments created by the decline 
in export earnings and the deterioration of public sector 
finances were reflected in a rapid depreciation of the sucre. 
This depreciation, coupled with political pressures from all 
segments of the population, forced the government to introduce 
changes in the foreign exchange market in early March 1988. A 
new foreign exchange rate was created and imports would 



henceforth be rationalized according to social criteria. It is 
still too early to assess the full impact of these reforms or to 
gauge the response of the international donor community. ~t is 
possible, however, that the new exchange rate measures will 
reduce pressures for a complete reversion to centralized control 
of all foreign exchange, which is the apparent inclination of 
the two presidential candidates involved in the May 8 runoff 
election. 

2. Strateav 

This Action Plan for FYs 89-90 reflects a continuity of the 
Mission" present strategy. Over the past year A.I.D. has 
continued to assist the GOE in its program to stabilize the 
external sector and to restructure the economy along competitive 
lines. However, it should be noted that over the next six 
months A.I.Dos strategy in Ecuador could experience some 
significant changes as a result of two interrelated events: the 
democratic transition to a new GOE in August 1988 and the 
elaboration of a new CDSS for the period 1989 - 1992. 
In view of these events and the uncertainties surrounding the 
upcoming presidential run-off election, the Mission is not 
proposing, at this time, any new projects for FY 1990. We plan 
to continue with our existing agenda through FY 1989, while 
maintaining enough flexibility to be responsive to the new GOE 
coming to office on August 10, 1988. Social and economic 
development priorities will be discussed with the transition 
team of the new government after the Xay 8, 1988 election. Our 
revised thinking on possible new project-level interventions fox 
N 1990 and beyond, which is likely to result from those 
discussions, will be reflected in the E'Y 1990 Congressional 
Presentation and in the forthcoming CDSS exercise. 

The Mission's program has three major goals: economic 
stabilization; achievement of basic structural reforms leading 
to rapid and sustained economic growth; and a wider sharing of 
the benefits of growth. The following paragraphs expound on 
these goals and the Mission's strategy for achieving them. 

GOAL Economic Stabiltxation 

The Febres Cordero Administration has implemented a series of 
economic measures (monetary and fiscal reform, free access to 
foreign exchange, interest rate liberalization, elimination of 
subsiaies, etc.) that were designed to: reduce existing 
distortions, principally with the external sector; develop a 
more competitive economic environment; and permit the free play 
of market forces. 



A.I.D.'~ past and present support of the GOE's economic agenda, 
mainly through ESF and food assistance, has been perceived by 
the donor community and by commercial banks as a symbol of U.S. 
support to Ecuador's private enterpriseffree-market orientation 
and has contributed to improved relations between commercial 
banks, international donors and the GOE. 

- 

AS the second round presidential election approaches, the 
economic climate in general tends to be unstable and has already 
forced the government to reverse important advances in foreign 
exchange policy and in price controls. This situation will 
probably be exacerbated in the immediate future. During this 
period, and more importantly during the transition period 
(May-August), the Mission will identify those policy areas, at 
both the macro and sectoral levels, that can realistically be 
the subject of a constructive policy dialogue with the pew 
administration. 

If, as envisioned, the new government takes spteps to reverse 
some of the key aspects of the macroeconomic policy framework 
established by the Febres Cordero regime, the Mission will most 
likely not have the resources to counteract such 
determinations. Through the proposed Policy Analysis and 
Transition Support project, however, the Mission expects to be 
in a position to, at least, constr~?ctively engage the new 
administration in dialogue on policy issues. Also, the sharp 
decline in our assistance levels seems to indicate that policy 
impact may best be achieved at the sector rather than the macro 
level. 

During the upcoming Congressional Presentation and CDSS 
exercises, the Mission will establish the specifics of our 
future economic policy dialogue. 

GOAL 2: Ji f~ hi v m n f B i r 
Papid and Sustained Economic Growth 

A.I.D's strategy is to help Ecuador establish the appropriate 
policy environment while developing and implementing programs to 
stimulate greater productivity, particularly in the agricultural 
and small and micro-enterprise sectors. Certainly, the economic 
shocks experienced in 1986 and 1987 provided dramatic evidence 
of the danger in Ecuador's over-dependence on the petroleum 
sector for foreign exchange and government revenue. Ecuador has 
moved rapidly to implement the reforms needed to in'crease 
domestic savings, to encourage diversified exports and to reduce 
subsil9ies. However, given the political situation, there have 
been setbacks in the handling of the economy, particularly in 



the exchange rate policy arena. To achieve longer term 
self-sustaining growth, the maintenance and deepening of these 
structural changes are necessary. Financial policies and 
structures need to become more agile and commodity markets need 
to be made more efficient. 

The Mission is implementing a strategy to increase ~roductioq 
and ~roductivitv in the aur cultural sector. The main 
responsibility for increasing productivity rests directly with 
the private sector. Incentives have been improved through an 
interrelated series of macroeconomic and sectoral policy reforms 
which have benefitted enterpreneurs in the marketing and 
processing sectors as well as farmers. 

The agricultural strategy also involves natural resourceE 
manauement, principally to ensure that the country's future 
productivity is not undermined by poorly planned exploitation of 
Ecuador's natural resources. At the same time, efforts will 
continue to increase non-traditional emarts which directly 
generate income, employment and foreign exchange. 

Small-scale enter~rises offer the best potential, particularly 
in the urban areas, for employment generation with reLatively 
modest investments of capital and training. The Mission has 
initiated a program to provide credit, technical assistance and 
training to small and microenterprises and will continue to . . . 
explore ways to be responsive to this sector. 

The final element of the Mission's economic growth strategy is 
human resources develo~ment. Efforts are limited to the two 
critical areas identified by private sector producers: 
management and technical skills training. 

GOAL 3: w l e r  Sharinu of the Benefits of Growth 

Mission involvement in the social sectors will be focused on 
health, shelter and human resource problems. Within the health 
sector, the Mission will focus on 1) reducing infant and child 
mortality (child survival), 2) decreasing the incidence of 
malaria, 3) expanding access to potable water, especially in 
rural areas and 4 )  further decreasing the high birth rate. In 
each of these programs, the Mission will emphasize the 
institutionalization of service delivery. 

Special attention will be given to expanding the general 
public's understanding of the devastating effects of drug 
abuse. Both the GOE and the private sector support activities 
in the battle against drug abuse and USAID will provide needed 
technical assistance. 



A.I.D:S strategy nf providing affordable decent shelter for low 
income urban families can have a major impact on the health and 
welfare of the urban poor. The shelter program can also be an 
important source of growth for the construction sector and thus 
contribute to the reduction of urban unemployment. The FYs 
88-90 program will increasingly use private sector mechanisms to 

I 

respond to low income shelter needs while continuing to 
emphasize progressive solutions, such as upgrading of sites and 
services. The increased reliance on the private sector for .+ 

meeting tne housing needs of the poor will relieve some of the 
pressures currently placed on public sector institutions. 

The Mission expects to double the number of traininq 
participants with its existing resources, complemented by the 
new Andean Peace Scholarship Program. Emphasis will be on 
selection of candidates from outside of our traditional 
counterpart groups and institutions. 

B. Proaress to Date 

GOAL 1: Econo mic Stab ilizatioq 

A total of $18.8 million in ESF resources was authorized during 
FY-87, largely as an ex ~ o s t  recognition of the positive reform 
measures enacted by the Febres Cordero administration and to 
assist in the recovery effort in the aftermath of the March 1987 
earthquakes. Progress to date and the outlook on the 
macro-economic front has been discussed under Section A.1 
(Setting) and A.2 above. The critical program issue affecting 
this goal is whether USAID/Ecuador will obtain the level of ESF 
resources in the future which will permit it to exert an 
influence on future macro-economic policy direction. The CDSS 
process and the Policy Analysis and Transition Support project 
will enable the Mission to play a limited role in this regard. 
However, without significant ESF or food resources, the Mission 
will most likely delete the Economic Stabilization goal from its 
program and adopt a sectoral approach in support of the Economic 
Growth and Sharing the Benefits of Growth goals. 

GOAL 2: Achievement of Basic Structural Reforms Leading t~ 
P a ~ i d  and Sustained Economic Growth 

In the agricultural sector, the Rural Technology Transfer System 
(RTTS) project is successfully helping Ecuador integrate the 

- 
public and private sectors research and extension activities. 
Examples of progress to date include: (a) a 10 percent L - - reduction in soybean pest control costs; (b) on-farm trials in 
coastal livestock improvement which demonstrate a doubling of 
milk production and 20 percent increases in slaughter weights; 



(c) highland dairy farmers are reporting up to 30 percent 
increases in milk productian and reductions in calf mortality 
from 25 percent to nearly zero; and (d) the National Association 
of Sheep Producers (ANCO), starting from zero, has built up a 
membership of 8,000 farmers since the initiation of the project, 
in large part due to the very positive results, including a 46 
percent increase in lamb production and a drop in mortality from 
46 to 8 percent in only one year, obtained on the three sheep 
stations it operates on behalf of the Ministry of Agriculture. 

Three members of the 1985 Presidential Agriculture Task Force 
visited Ecuador in 1987 to review implementation progress on the 
Task Force's recommendations. They found that Agriculture 
Sector Reorientation (ASR) project-sponsored studies have played 
an important role in GOE policy reforms, including the removal 
of consumer price controls and producer price supports for all 
but a few commodities, the establishment ~f an agricultural 
commodity exchange, the removal of import restzictions on 
agricultural inputs and the selling of several state-owned 
storage facilities. Support to the Policy Arialysis Unit of the 
Ministry of Agriculture and to IDEA (the private sector 
agricultural policy institute established under the project) has 
been provided under the ASR project. This assistance in policy 
analysis will be important in helping the new GOE administration 
to address the sector's needs. 

Under the objective of strengthening the private sector, the 
Mission has focussed its attention on preparatory activities 
related to two major new initiatives, the Graduate Management 
School and Small Enterprise Development projects. The Graduate 
Management School opened its doors to the first class of 
students in December 1987. Several smaller project activities 
are also underway to strengthen the private sector human 
resource base in areas such as banking at the professional level 
and accounting, marketing and finance at the semi-professional 
level. Start-up delays outside the control of the Mission have 
kept the Small Enterprise project from having the desired impact 
projected in last year's Action Plan. Now that the 
institutional arrangements are in place, at least three banks 
are expected to open new credit lines directed to the small 
business sector as a complement to the training and technical 
assistance being provided. 

In the area of export promotion, the Mission's Non-Traditional 
Agriculture Exports (NTAE) project has assisted 28 companies to 
enter new product markets. New trading companies and a 
strengthened institutional capacity in the Federation of 
Exporters (FEDEXPOR) have been established to provide a broad 
range of services to small and medium-size firms with little or 
no prior exporting experience. Pending the results of an 
outside evaluation, the Mission plans to extend the NTAE project 
activity for two additional years. 



The Mission has created a new objective (Fiscal Reform) under the 
"Other" category in this year's Action Plan in order to more 
accurately reflect the contribution of the Fiscal Administration 
Development Project, which was listed under the objective of 
"Stabilize Financial Structures" last year. The 1987 target for 
increased annual revenues from income and sales taxes was 
exceeded by nearly 9 percent. Structural and administrative 
reforms related to revenue generation, however, have not 
progressed as well. Over the coming year, the Mission expects to 
enter into a constructive dislogue with the new atiministratisn to 
assess its interest in the area of tax administration 
improvements. 

A summary list of the most important planned performance 
indicators, policy reforms and project accomplishments for this 
goal are as follows: 

- develop and strengthen the capacity to generate, adapt and 
diffuse modern agricultural technologies in both the public 
and private sectors; 

- establish a computer center in the Ministry of Agriculture to 
support the Policy Analysis Unit, marketing services, and 
improved agricultural statistics; 

- initiate the Sustainable Uses for Fragile Lands project; 

- establish small enterprise training centers in five secondary 
cities in the areas of marketing, finance and administration; 
and 

- increase A.I.D. project-related investment and exports in the 
nor:!-traditional agriculture sector. 

GOAL 3:  Wider Sharina o f  the Benefits of Growth 

The overall contraceptive prevalence rate grew to 44% in 1987, 
while private sector family planning organizations have expanded 
their services by more than 300 percent since the initiation of 
the Population and Family Planning project, the A.I.D. program 
performance indicator for the total number of women receiving 
services for 1987 shows that only 55 percent of the target was 
reached (nearly 130,000 women). This is due primarily to the 
availability of improved data for 1987; actual figures still 
represent a sixteen percent increase over 1986. With A.I.D. 
techn,ical assistance, in 1987 the GOE formulated a national 
population policy for the first time. 



Since 1982, A.I.D. has assisted the Ministry of Health to improve 
the National Sanitary Works Institute's (IEOS) capacity to carry 
out the construction of rural water supply and sanitation systems 
and to develop low cost appropriate technology adapted to field 
conditions. During 1987, A.I.D. support to XEOS and a new 
national law which assigns a percentage of GOE petroleum revenues 
to construct rural water systzms have led to the creation of 
approximately 400 new systems serving over 250,000 people. ESF 
and PL-480-generated local currencies will permit IEOS to 
construct an additional 100 water systems in CY 88. A.I.D. will 
continue assisting IEOS with training and technology development, 
as well as initiate a major social promotion campaign to improve 
hygiene behavior. 

In addition to water systems, the Mission contributes to improved 
health and health services through support to national programs 
in malaria and AIDS control. Indicator targets for malaria 
control were not reached; in fact the incidence of malaria 
increased in 1987 due primarily to labor unrest and the failure 
of the GOE to make the necessary purchases of DDT. The new GOE 
administration's support for malaria control will be critical to 
the success of this effort. The newly-established AIDS control 
program is receiving financial support both from A.T.D. 
centrally-funded programs and ESF-generated local currencies. 

The Mission submitted its National Child Survival Strategy 
document for AID/W review in early March 1988. If constructive 
dialogue with the transition team for the new administration 
permits, the design of the proposed Child Survival project will 
be finalized during the summer in order to permit an obligation 
of funds in late FY 88. Given the desire to ensure the new 
administration's commitment in this important area, initial 
obligation may have to be delayed until the first or second 
quarter of FY 89. 

Housing and home improvement loans have been made more affordable 
for lower-income families due to the introduction and acceptance 
of the graduated payments mechanism. Private sector production 
and financing of low-income housing has improved significantly 
over the past year with the first-time involvement of 11 
financial institutions and 13 private developers under the HG-007 
program. 

Under the Andean Peace Scholarship Program, which did not begin 
until late FY 87, the first group of trainees (12 journalists 
principally involvea in political and economic reporting) 
attended a highly successful program at Northeastern University 
in Boston which focused on the U.S. presidential elections and 
the New n amp shire primaries in particular. Their articles on the 
New Hampshire primaries receivef. wide coverage in their local 
papers. 



A summary list of the most important planned performance 
indicators, policy reforms and project accomplishdents for this 
goal are as follows: 

- A.1.D.-assisted birth spacing program through the Ministry of 
Health initiated in five provinces; 

- private sector commercial marketing of contraceptives 
initiated and maintained in 1,800 outlets; 

- number of persons served by new sanitation services under 
A.1.D.-supported programs increased by 25 percent; 

- at Peast eight cities sprayed with insecticides to control 
malaria; 

- a 22 percent increase in ORS treatment for diarrhea in 
children under five, and; 

- over 250 percent increase in short-term technical training 
under the Andean Peace Scho1a::ship and LAC 11 programs. 
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PART IT FYs 89/90 PROGRW 

A. a b n s  bv Goal and Obiective 

GOAL # 1: Economic Stabilization 

OBJECTIVE # 3: Stabilize Financial Structutttg 

1. COUNTRY DEVELOPMENT TREND INDICATORS 

1985 1986 1987 198!3* 1989* 1990* 
Actual Actual Proi. Actuaz Proi. Proi, Proi. 

A. Total consolidated (non-financial) public 
budget deficit as a percentaga of GDP 
( i )  Central Government 
Jii) Other 0.0 A - - d i d l a  -5.5 
Consolidated 1.9 -5.1 -4.0 - 10.5 -1.3 

B. Current account balance of payments deficit 1.0 -5.8 - -13.2 -11.0 
as a percentage of GDP (deficit:-) 

*Source: Central Bank, Ministry of Finance and IMF estimates. 

2. A.I.D. PROGRAM PERFORMANCE INDICATORS 

Actual - Aej=ual Proi. Actual Proi. Proi. 

A. Percentage of total aavinas sarat ions  
subject to inters== rate controls 

I 

. percentage of total lending p per at ions 
subject to interesd rate controls 



3. ACTUAL VS. PLANNED ACCOMPLISHMENTS IN N 1987 AND EARLY 1388. AS IDEN!l'IFIED IN BLOCKS 5 AND 6 OF 
LAST YEAR'S ACTION PLAN 

Block No. 5 

- Tariff rzform to further standardize tariffs 
and lower the effective rate of protection. 

- Development of a privatiz ation strategy 

- Progress in achieving divestiture within at 
least two of three GOE institutions (CFN, IESS, 
MAG 

Block No. 6 

- Development of specific economic management 
targets 

- Performance monitoring against economic 
management targets 

- Continuity of important GOE development 
investment programs 

Planned Actual Discussion 

- Economic events during 1987 (March earth- 
quakes and petroleum price reduction) created 
serious deficit constraints which precluded 
serious dialogue on this issue. Given 
national elections, it will be mid-PY S9 
before Mission expects to be in a position 
to reopen discussio~s. 

- See discussions under Objective No. 2 
(Strengthen the Private Sector) 

- See discussions under Objective No. 2 
(Strengthen the Private Sector) 

- As with tariff reform, the economic crisis 
due in large part to the March 1987 earth- 
quakes and depressed petroleum prices, made 
discussion of these targets nearly 
impossible. 

3-4/87 N/A See above. 

a11187 a11/87 GOE credit lines under A.I.D. sponsored 
all188 a11/88 non-traditional exports and low-income 

hcusing projects received continued support. 



4.  KEY POLICY DIALOGUE ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

Quarter/Year 

Mission will seek to encoulege new GOE administration to continue (or avoid major reversal of) 
free market policy emphasis of the Febres Cordero government. 

- Include conditionality in M 88 ESF agreements regarding access to foreign exchange, 
interest rates and tariffs (if ehd-of-FY fallout money becomes available). 

- Discuss conclusions of macro-economic analysis on the impact of free 
market policies adopted by Febres Cordero government with the incoming 
administration. 

- Reach agreement with new GOE administration regarding policy dialogue 
agenda for the new Policy Analysis and Transition Support project. 

- USAID/Ecuador CDSS will. reflect policy dialogue agenda and mutually 
agreed-upon areas for A.I.D. assistance over the life of new GOE administration. 

5. KEY PBOJECT/PROGR?rM ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTSON PLAN PERIOD 

- Complete priority policy studies for discussion with new GOB administration. 

- Present FY 83 PAAD and obligate $SF resources should end of fiscal 
year resources become available. 



. 
6. PROJECTS SUPPORTING OBJECTIVE 

Obliaations 
New (N) or Type of LOP L/G Cum thru FY FY EY 

Title Number Onqoina (01 Fundinq 18000) K FY-87 1988 am!  --- 1990 

Economic Stabilization. 518-3058 0 ESF 43,031 G 43,031 - - - 
and Recovery 

Economic Stabilization 518-0078 #8 9 ESF 18,000 G - - 9,000 9,000 
and Recovery II* 

Policy Analysis and 518-0067 N8 8 D A 
Transition Support 

* It is expscted that future ESF resources will be provided on a sectoral basis and thus would appear in support 
of other, as yet undefined, objectives. 



7. NARRATIVE 

The Mission's FY 87 Economic Stabilization and Recovery Program ($SF) was requested and justified largely on 
the very positivs free market policy measures adopted by the Febres Cordero administration. As an ex ~ o s t  
recognition of the comprehensive exchange and interest rate reforms of August 11, 1986, and of the progress 
in reducing trade barriers registered in January 1986, $12.3 million was obligated in May based on USG 
interest in supporting the present GOE administration which. despite two devastating shocks to the economy 
(the 1985 oil price decline and the March 1987 earthquakes) and strong political pressure to reverse many of 
its market-oriented policy reforms, especially in an election year, had maintained a firm stance vis-a-vis 
its policy agenda. An additional $6.5 million was obligated in September 1987. 

No ESF resources are currently p r o g r m d  for Ecuador in FY 88. Given the inclinations of the two 
presidential candidates. one of whom will assume office in August 1988, it is very likely that Ecuador will 
experieace a reversal in some of the market-oriented policies adopted by the Febres Cordero administration. 
Through the proposed Policy Analysis and Transition Support project, the Mission expects to be in a position 
to discuss constructively with the eew GO6 transition team the positive impact achieved to drte by many of 
such policies and the advantages of retaining in some form elements of these policies in the future. In 
addition to studies being conducted by the Mission in preparation for submitting a CDSS in the fall of 
1988, the Policy Analysis and Sspport project will provide the Mission the wherewithal to assist the new GOE 
in exploring alternative policy directions in a variety of sectors and to lay the basis for continued 
dialogue on priority areas for A.I.D. assistance. 

Given the limited ESF resources expected for FYs 88-89 and beyond, the Mission is seriously considering 
switching from a balance-of-payments cash transfer approach to a eectortl strategy, with probable emphasis 
on the health, natural resources or housing sectors. The Mission's ability to encourage positive 
macro-economic policy formulation with very modest balance of payment support is severely hindered. Greater 
impact is likely from a sector approach which reinforces the major project initiatives already underway or 
in the planning stages. 



GOAL # 2: Basic Structural Reforms Leadinu to Rapid and Sustained Economic Growth 

OBJECTIVE # 1: fncrease Asricnltural Production 

1. COUNTRY DEVELOPMENT TRENDS INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual Actual Pro3 . Actual Proi . Proi . Proi ,. 

(b) (c) (a) (a) (a) 

A. Real Growth of Value Added (GDP) 24 , 045 25,924 26,650 26,961 27 , 470 28,277 29,108 
in Agriculture (millions of 
Sucres in 1975 constant prices) (a) 

B. 0 Change from 
Previous Year 

(a) Indicators for 1989-90 are USAID projections. Growth in agricuzkure during 1984-86 reflected a recovery 
from relat2vely low levels following the 1983 El Niso pheno~cnon and a positive macro-economic and sectoral 
policy environment. Unfortunately cansumer price controls were re-introduced in late February 1988, as were 
fixed exchange rates in early March 1988. Moreover, %he Sierra has experienced drought during late 1967 
which has continued into 1988. The Mission does not expect the rapid rate of growth for 1984-87 to be 
maintained. Consequently, we have projected growth in GDP in agriculture at 2.94 percent per year, which is 
the average rate of growth for 1960-82, when a similar policy matrix prevailed. 

(b) Last year's Action Plan projected a rate of growth in "output" of 2.8 $. "Output" was used,synonomausly 
with GDP, but the level of GDP was not projected. Using this rate the projected GDP in 1987 would have been 
76,650. 

(c) Preliminary data estimated by COB;$EZ, Ecuador's planning agency, in February 1988. 



I - 
2. A.I.D. PROGRAM PERFORMANCE INDICATORS 

I - Productivity Indicators for Selected Crops (being impacted directly by AID'S program) (a) 

I Y I E L D  

1988 
Proi. 

Yield - Share _lb) 
% 

Coffee (Kg/Ha) 2 50 0.6 
Hard Corn (KgIHa) 900 - 
Cassave (Kg/Ha) 8,500 5.0 
Milk (Sierc:) (liters/cow/day) 8 1.0 
Sheep meat (Kglhead) 11.4 15.0 

1989 
Proj, 

Yield Share 
0 

1990 
Proi . 

Yield Share 
0 

(a) Performance indicators were not presented in last year's Action Plan. Consequently projected and actual 
levels are not presented for 1987 or prior years. 

I (b) Share of total producers being impi~ted by USAID programs. 

3 .  ACTUAL VS. PLANNED ACCOMPLISHMENTS IN Ef 1987 AND EARLY 1988 AS IDENTII?IED IN BLOCKS 5 A!D 6 OF 
LAST YEAR'S ACTION PLAN 

~~ Planned &ctua& Discussion 

Block No. 5 

- Completion of transition to market- 2/86 
oriented agricultural price policy 

- Divestiture/privatization of state 3/88 
enterprise/activities in marketing . 
agricultural products/inputs 

4/87 - Basbcalay completed by 4/87 with free market 
prices for consumers and produc.ers except for 
price supports for a few prod~cts  ice, corn, 
soybezss2, khea partially reversed in 2/88 (see 
Narrative). 

- -Restrictions on imports of agricultural inputs 
removed tnd GOE fertilizer monopoly forced to 
compete with private sector. A few ELIPIC (public 
sector) storage facilities sold with strong public 
opposition, slowing progzess in this area. 



Taruet Planned 

Consolidation of the private sector 1/88 
role in the development and transfer 
of agricultural technology through the 
Agricultural Development Foundation, 
FUNDAGRO,includ!ng establishment 
of an adequate endowment. 

Establishment of positive real interest 2/88 
rates and increased private sector lend- 
ing for agriculture. 

Ez-zablishment of formal private sec- 
E:.- capacity to analyze and influence 
:: ., lcultural policy. 

Blaek No. 6 

- Development of fully operational Policy 
Analysis Unit in MAG. 

- Completion of 12-15 priority analyses 
in various policy areas and 
fmplemenkation of many recommendatPons 
from analyses and subsequent dialogue. 

Discussion 

The FUN15AGRO project, including the Foundations 
endowment (to be funded out of PL-480 local 
currency generations) has been approved by the 
Mission. Research and extension activities 
in sevoral pr3csity commodity areas (cassava,. 
dairy, coffeej has already 3egun. 

Interest rates increased to 28 percent but are 
still below market. 

The Instituto Nacional de Estrategias Agropecua- 
pecuarias (IDEA, or National Institute for 
Agricultural Strategies) was established. 14 
policy studies and seminars have been completed, 
and another 3 are in process. 

Unit has been organized. Some training of 
Ecuadorian staff remains to be completed. 
Further institutional integration of the 
Policy Analysis Unit into MAG is required. 

Forty-four analyses and studies completed and 
subsequsnt discussions held with GOE. Recommen- 
dations implemented include: maximum prices for 
consumer8 eliminated3 exchange rate floated; im- 
port controls for agricultural inpuLs removed; 
interest rates increased; commodities with sup- 
port prices reduced in number. 



4. KEY POLICY DIALOGUE ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT EY AND ACTION PLAN PERIOD 

-Discussion of the benefits and maintaining and refining a set of macroeconomic and agricultural cantinuous 
sector policy reforms iritiated in mid-1982 by the ~old6s-Hurtado government, and broadened and 
refined by the Febres Cordero goverment. (The two presidential run-off candidates have both 
stated their opposition to these policy reforms and the Febres Cordero government has 
recently reinstated controls on prices of some primary commodities, and a government administered 
exchange rate for private exporters and importers in response to a highly speculative fall of the 
value of the Sucre). Dialogue will focus on: 
--Establishment of a market determined exchange rate 
--Movement toward positive real interest rates (i.e. rate above the infzation rate), and 
eventually to market-determined interest rates 

--Establishment of market prices for producers and consumers, with poor consumers8 needs being 
addressed by welfare instr8ments 

--Development of a market economy and, a strong private agricultural sector 

-Develop and strengthen the capacity to generate, adapt and diffuse modem agricultural 
technologies in both the public and private sectors. Specifically8 
--Enact necessary policies and develop mechanisms to pay salaries at levels sufficient 
to attract and retain the most highly-qualified agricultural scientists and technicians 
in INIAP and other public sector institutions involved in the process of technology 
transfer in agriculture 

--Provide mote resources to link private associations of producers to the international 
science network in order to import and adapt "shelf" technologies at the lowest posible 
cost on a continuing (long-term) basis 

-Coordinate the diverse elements involved in developing and managing the irrigation and 
water reswrces of Ecuador. Specifically: 
--Cc, *r::iecrcs the management of natural resources and watersheds with the overall 
wccjement of irrigation resources 

--Discuss with GOB priorities for continuing w i t h  proposed irrigation projects and 
&ha meed to focus scarce resources on projects with the highest pay-off 

--Discuss mechanisms and procedures for improving irrigation systems and on farm 
water management, and for pricing water at its full cost including capitatization 
of irrigation structures 

continuous 
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KEY PROJECT/PROGRAM ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

Implementation of four (4) priority operational research programs and the integration of these 
research programs with extension programs to assure development and transfer of improved tech- 
nology for priority commodities: coffee, cassava, dairy, etc. 

Wenty five (25) farm organiaations/agro-industries are carrying out technology transfer and 
development activities in livestock (beef, dairy, sheep) and crop (corn, soybeans, cassava, 
rice, etc.) production. 

Establishment of a profitable calf milk replacer manufacturing program. 

Legalization of 25,000 farms with land tenure problems. 

Installation of computer center in the Ministry of Agriculture in Quito for data processing 
and analyses including one mini-computer, 12 micro-computers and associated software, 
training, and technical assistance; and Pu~ther development and refine.ment of a national 
agricultural data system. 

Provision of one mini-compute= to the National Meteorological Institute (INAMHI), 6 micro- 
computers to the National Institute for Statistics and Census (INEC), and integration of 
I N M P  and INEC into the internal data system for agriculture. 

Completion of six (6) policy studies in the Policy Analysis Unit of the Ministry of 
Agriculture, and 3 policy studies/seminars under the auspices of the National Institute for 
Agricultural Strategies (I.D.E.A.). 

I 

One hundred and fifty (150) agriculturalists trained. 



6. PROJECTS SUPPORTING OBJECTIVE 

Title 

Rural Technology 
Transfer System 

Agricultural Sector 
Reorientation Project 

Small Farmer Support 
OPG 

Land Titling 

Support of Agricutural 
Activities 

Calf Milk Repfacer 
Calf Milk Replacer 

Agricultural Education OPG 

Agricultural Research, 
Extension and Education 

Fundagro Endowment 

Number 

518-0032 
518-0032 
518-LC-03 

518-0051 
518-0051 
518-LC-02 

518-0057 

518-0059 
518-0059 
518-LC-04 

511-LC-01 
518-LC;O1 

518-LC-07 
518-LC-07 

518-0062 

518-0069 

518-LC-06 

Oblisations 

New (N)* Type of LOP L/G Cum.thru 
Onuoinu (0) -  Fundinq LSOOOL LC FY-87 



7. NARRATIVE 

A major portion of the projects In the Mission's Agriculture and Rural Development Portfolio are designed to 
remove constraints to increased agricultural productivity. Major constrahts have been identified in f o w  
areas: price and marketing policies, credit, technology developmest and transfer and human resnllrces 
devslopment. 

Policy constraints are being addressed through a policy dialogue process that is supported by the 
Agricultural Sector Reorientation ~roject (ASRP). ASRP is providing assistance to develop analysis 
capabilities in the public sector throirgh t!io development of a Policy Analysis Unit within the Ministry of 
Agriculture, as well as in the private sector through the support of IDEA, a private sector agricultural 
policy institute. The ASRP is also providing assistance to improve agricultural data and market news so 
that policy analysis an9 dialogue are more meaningful. ASRP activities have been instrumental in achieving 
policy reforms. However, the Mission's current focus is on maintaining progress already made. As explained 
in Part I above, Ecuador's worsened economic situation bas recently faced the government to reinstate price 
controls for primary commodities and to fix the exchange rate for foreign trade. There is also uncertainty 
as to whether the new governmeat that will come to power ic August 1988 will support previous reforms. The 
ASRP project will assist the Mission in its pclicy discussions with the new government. 

Credit constraints are also being addressed by the ASRP through the provishn of technZcz.1 assistance to the 
Hational Development Bank (BNF) aimed at reducing and eventually eliminating credit subsidies and promoting 
market interest rates. The Land Titling project will also assist farmers to obtain credit by providing land 
titles, which are required to obtain credit through the BNF as well as other financial institutions. 

The Rural Technclogy Transfer System (RTTS) and Agricultural Research. Extension and Education (BEE) 
projects are designed to address constraints to technology development and transfer. Despite initial 
implementation problems, the RTTS project has made good progress over the past year in improving the 
capabilities of private sector producer organizations to develop, validate and transfer new agricultural 
technologies. An extension of this project is planned in FY 88 to help ensure the self-sustainability of 
activities supported by this project. The recently approved REE project will assist a private sector 
research foundation to prioritize, fund and integrate research, extension and education activities. 

In the area of human resources development, both training for advanced degrees as well ra  on-the-job 
training is being provided under both the ASRP and RTTS projects. In addition, 50-60 scholarships for 
Ecuadorian students at the Panametican Agricultural School in Honduras are funded each year under the 
Agricultural Education project. 



m
m

.
 

m
 m

 
m

 

o
o

m
 

0
 

0
 

OD 
m

U
I

V
)

 

0
 

0
 

0
 

O
O

V
)

 
Q

D
 

0
 

lo
 

I
n

.
 



Pipeline 

Project No. and Title 

518-0032 Rural Tech. 
Transfer System 

518-0051 Agricultural 
Sector Reorientation 

518-0057 Small Farmer 
Services OPG 

518-0059 Land Titling 

518-0062 Agricultural 
Education OPG 

Obligations to date Eqenditu res to date Pipeline to date 
Loan Grant Total Loan G cant Total Loan Grant Total 
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1985 1986 1987 1988 1989 1990 
Actual Actual Proi. Actuax P r o i  Proi , Proi . 

D. No. of A.1.D.-supported facilities providing 
Training in the sector 
(i) Courses and seminars 43 7 1 116 136 265 830 873 
(ii)Technical assistance 0 0 0 0 2 0 23 0 

* Mission Action Plan for last year included export promotion activites as non-add items to objective 21 
this year the Mission has included export promotion only under Objective No. 5 

** While the sucre value of loans has increased over the year the dollar value of these loans has declined 
as the value of sucre has decreased against the dollar. 

*** Data from the gravisus Action Plan have been substantially revised given availability of new data. 
Figures are aggregated for all training by functional area rather than by length of training, i.e., long 
and shor-term,, Significant increases are evident for those years when major training projects are 
operating at fuii capacity. 

3.  ACTUAL VS. PLANNED bXCOMPLISHMEHTS I N  FY 87 AND EARLY M 88, AS IDENTIFIED I N  BLOCKS 5 AND 6 OF 
&AST YEARS'S ACTION PLAN 

Taruet 

-GOE action completed to privatize 
first company 

-Open market or auction bidding for debt- 
equity swaps. 

Planned Actual Discussion 

4/87 4/87 Financiera ~anabi privatized. 

2/88 Diacussions have been held an d while the GOE has 
expressed interest in debty equity swaps as a 
means for privatization, exact mechanisms have 
not been worked out and there are serious 
questions as to whether the new government will 
continue this initiative. 



-Revised tax treatment of dividend income 
to bring it to no higher than the tax on 
interest income. 

-Discussions/actions to maintain interest 
rates on loans to private borrowers in 
line with AID guidance on positive, 
real rates. 

Block No. t j  

-Second major privatization completed. 

Planned Actual 

2/88 

as necessary 2/88 

Discussion 

AID-financed study recommended such action but 
no action has been tak a .  on this recomendation 
as yet. 

AID-supported credit programs to the amall entar- 
prise sector did apply positive reai rates. 
However, recent increases in the rate of inflation 
resulted in less than positive rates and 
discussions are underway to regain the previous 
position. 

Financiers Guayaquil privatization completed. 
Other small privatizations have occurred as well. 

One project accomplishment included in.last year's Action Plan under Block 6 has been omitted because it is 
duplicated under Block 5. 

4. KEY POLICY DIALOGWE ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

puarter/Year 
continuous 

-Seek GOE concurrence and action to: - Maintain and broaden the scope of A.I.D.'s private sector activities - Implement monetary and fiscal policies to ensure adequate credit availability to the 
private sector. particularly to the small business subsector I 

- Introduce legislation to address tax and disctosure requirement constraints affecting stock 
market operations 

- Establish uniform credit and technical assistance policies for application by the 
National Micro-enterprise program of the Ministry of Labor 
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5. KEY PROJGCT/PROGRAM ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

-1DEPRO's private commercial skills program operating on a self-supporting basis 

-Not less than three private commerciaP banks operating credit lines for +&a 6maPl enterprise 
sector 

-Provide technical training to labor force of small enterprises in Guayaquil through INCAPS 
based on a needs assessment survey 

-Train over 2,000 persons in the financial sector 

-Establish 5 training centers for training in marketing, finance, and administration to the 
small enterprise sector in 5 secondary cities 

-Accreditation of the Graduate Management School (GMS) Program 

-Move GMS to permanent site 

-Grant master's degree to students who have sucessfully completed first master's program 

-Begin second class of Graduate Management School for master's degree 

Quarter /Yea€ 

3/88 

4/88 



6. PROJECTS SUPPORTING OBJECTIVE 
Obliaations 

New (N) or Type of LOP L/G/ Cum. thru FY FY 
2uf?- Number Onuoinu (02 Fundinq fs!xm LC EY 87 1988 1989 1990 

Graduate Management Program 518-0035 0 D A 10,000 G 4,200 - 1,350 2,400 

Technical Training OPG 518-0044 0 DA 821 G 821 - - - 
Technical Training for 518-0048 0 
Financial Sector OPG 

Private Sector Development OPG 518-0047 0 DA 350 G 356 - - - 
Small Enterprise Development 518-0056 0 D A 4,500 G 2,160 1,100 616 - 
Technical Skills Develop- 518-0055 0 D A 597 G 140 4 57 - - 
ment OPG 

Professional Development 518-0841 0 
Institute OPG 

Binational Foundation 518-0066 N/89 D A 4,000 G - - 763 1,300 

National Micro-Enterprise ESR-58-016 
Program 

Small Enterprise Credit ESR-58-15 

I 

* , . 



7, NARRATIVE 

The Mission's private sector efforts have focused on the provision of training at various levels, firm-level 
technical assistaxe, credit and training, with a special focus on small and micro-enterprise development. 

The Mission has played a leading role in encouraging realistic interest rates for private sector credit 
directed to the small and micro-enterprise sectors through the design of ESF local-currency funded credit 
programs and the funding of key GOE officials' participation at international symposia on issues affecting 
these sectors. 

At the project level, actions are focused on the expansion of non-traditional exports (discussed under 
objective 5, Promote Exports) and on the upgrading of skills and systems in the privste sector and the small 
enterprise area, particularly small-scale manufacturing, which is the largest segment oe the private sector 
in terms of employment. 

A.I.D. assistance is strengthening the private sector human resource base by financing training at the 
professional level in banking and at the semi-professional level in accounting, marketing, finance, etc. 
The first class of students in graduate business education began coursework in December.1987 and is expected 
to provide Ecuador with highly-trained business executives. While establishing the post-graduate school of 
business education is on target, the raising of a $2.5 million endowment by a group of prominent businessmen 
is considerably behind schedule. The Mission is preparing an evaluation plan which will develop indicators 
for the productivity/employment impact of these training projects as well as the means to measure these 
indicators. 

The bankruptcy of a U.S. contractor delayed, until recentlys the full implementation of A.1.D.-financed 
technical assistance, training and credit to the small enterprise sector for the purpose of strengthaning 
the sector through the generation of increased income and employment. As a result, the PACD of the Small 
Enterprise Development project has been extended. The project component to assist national and provincial 
representational organizations to more effectively represent the sector to appropriate GOE and private 
sector institutions has been suspended until the credit, technical assistance and training components are 
fully operational. 

Another activity to strengthen the private sector, while contributing to enhanced productivity, was the 
centrally-funded technical assistance to effect the privatization of selected state enterprises, including 



hotels, cement factories, agricultural storage facilities, etc. An assessment of privatization options 
within the National Finance Corporation (CFN) was conducted and several divestiture actions were 
successfully completed. Nevertheless, a clear policy has not been adopted by the GOE in order to facilitate 
further progress. The option of utilizing the debt-equity swap mechanism has been explored. However, no 
procedures have been ertabllshed and possible inflationary and political consequences in an election year 
have hindered progress. Policy dialogue in this area is expected to be renewed when the new government 
takes off ice in August 1988. 

8 ,  pipeline information for this objective: Following is mortgage and 

Mor tuaae 

Project No. and Titlp 

518-0035 Graduate Manage- 
ment Program 

518-0055 Technical Skills 
Development OPG 

518-0056 Small Enterprise 
Development 

518-8066 Binational 
Foundation 

TOTALS 

Oblig Mortgage Plan Mortgage Plan Mortgage Plan 
L.O.P. through at end FY 88 at end FY 89 at end FY 90 
Funding FY 87 FY 87 Oblig Obliq FY 89 gbliq 

Mor tgage 
at end 
FY 90 

1,550 

0 

0 

1,937 

3,487 

Obligations to date Expenditures to date Pipeline to date 
Loan Grant Total Loan Grant Total L ~ a n  cran': Total 

518-0035 Graduate Management 0 4,700 4,700 0 936 936 0 3,764 3,764 
Program 



Proiect No. m d  Title 

518-0041 Professional 
Development Institute OPG 

518-0044 Technical 
Training OPG 

518-0047 Private Sector 
Development OPG 

518-0048 Tech. Training 
for the Financial Sector 
OPG 

518-0055 Technical Skills 
Dev. OPG 

518-0056 Small Zaterprise 
Development 

TOTALS 

- 55 - 

Loan Grant Total Loan Grant Total Loan Grant Total 

0 248 248 



OBJECTIVE 1 5: Promote Exports 

1. fOUNTRY DEVELOPMENT TREND 1NDICI.TORS 

1985 1986 1967 1388 
Actual Actual Proi, Actual P r 0 i  

A. Value of total comnodity exports ($  billion) 2 9 2.2 - 2.0 2.2 

B. Value of non-traditional exports (S  million) 28.6 45.2 - 85.6 103.4 
1. Non-manuf actured 8.8 10.5 - 36.0 50.4 
2. Manufactured 19.8 34.7 - 49.6 53.0 

C. Foreign exchange earnings from tour5sm !$ million) 142 166 - 13 0 130 

Source: Central Bank of Ecuador 

2. A.I.D. PERFORMANCE INDICATORS 

A. Annual value of selected non-traditional exports 
rasulting from A.1.D.-supported programs (Bmillion)~~ 0.6 

8. Increase ia project-related investment fa the noa- 
traditional agricultural sector (millions LC) - 

1986 
Actual 

1989 
Proi, 

2.5 

127.56 
70.56 
57.0 

170 

1987 1988 1989 
Proi. Actual w. Proi . 

1990 
Proi . 

3.0 

168 0 
91.0 
70.9 

190 

1990 
Proi 



I985 1986 1987 1988 1989 1990 
Actual Actual proi. Actual Proi. Proi, Proi. 

C. Increase employment in project-related sub-projects 
(No. of jobs! - 415 - 297 300 350 400 

* Ibdicators in last year's Action Plan were previded as new export sales. I 
** Disbursements from the Central Bank credit facility were suspended due to compliance and 

interpretational problems. 

*** A review of Central Bank statistics indicates that A.I.D.'s project in non-traditional agricultural exports has 
contributed only 4 percent of total exports in this sector. An evaluation currently underway is examining project 
impact among other factors and will reconcile discrepancies with other data sources (which show considerably greater 
impact) prior to determining the advisability of a tuo-year project extension. 

I 
3. ACTUAL VS. PLANNED ACCOMPLISHMENTS IN FY 1987 AND EARLY 1988 AS IDENTIFIED IN BLOCKS 5 AND 6 OF 

LAST YEAR'S ACTION PLAN 

Taraet Planned Actual Discussion 

Block No. 5 I 
- Discussions/actions to maintain interest as necessary 

rates on loans to private borrowers in line 
with A.I.D. guidance on positive real rates 

I - While commercial interest rates had approached 
positive real rates, the gap Between real and 
project-related interest rates has recently 
increased due to GOE monetary policies. 

- Discussions/actions to maintain realistic as necessary - Realistic exchange rates were obtained but 
exchange rate policies recent GOE policy pronouncements place 

serious constraints on progress in this area. 
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Planned Actual 

block No, 6 

- Commercial trading companies dealing in 2/88 2/88 
non-traditional Ecuadorian exports to the 
U.S. established, largely replacing role of 
A.I,D.-contracted assistance. 

- First International Ecuadorian Exports 
Convention hold in Ecuador. 

- Tourism promtion campaign completed with 1/88 
funding provided by U.S. and Ecuadorian 
private sectors and GOE. 

Discussion 

Efforts have been directed to strengthen 
FEDEXPOR's institutional capacity to provide 
expanded services to small and 
medium-size firms with little or no exporting 
experience. New trading companies have been 
formed and existing ones have also expanded 
into the field of non-traditional exports. 

mile local cenventions have been held in 
Ecuador by FEDKXPOR, the first Internatioml 
E c u ~ ~ o ~ ~ M  Exports Convention has been postponed 
until a later date. 

Campaign completed by FEPROTUR. Ad3itional ESF 
LC financing has recently been approved to 
continue and expand u p o ~  FEPROTUR activities. 

4. KEY POLICX DIALOGUE ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

QuarterIYear 

- Continue discussions with GOE for maintenance of real interest rates. coatinuous 

I - Continue discussions with GOR to maintain (or avoid reversal on) realistic exchange rates. continuous 

- Elicit GOE commitment to export promotion of non-traditional agricultural products including continuous 
the following: 

-Support for improved transpcrt facilities and services. 



-Tmprovement in government practices for certifying quality of imported agriculture inputs. 

-Incentives for production and importation of agricultural inputs. 

- Continue to promote tourism as a significant foreign exchange earner 

5. KEY PROJECT/PROGRAM ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT W AND ACTION PLAN PERIOD 

-Increase number of priority commodities covered under the project from IS to 33 

-Increase number of ICI's involved in the sector from 4 to 9 

-Non-traditional export project ends with 37 companies having entered new markets with new 
products through credit assistance. $20 million annual foreign exchange earnings generated 
fram these companies 

-Expand tourism campaign to encompass publication and circulation of brochures, 
broadcast of videos and other promotional activities 

continuous 





7. NARRATIVE 

Technical assistance, training and credit have contributed to an increase in non-traditional agricultural 
products which have generated increased income, employment and foreign exchange. To dake, 28 companies have 
entered new markets with new products through credit assistance. The financing of feasibility studies for 
selected nan-traditional exports has provided the necessary information for two private sector instittitiens, 
ANDE and FEDEXFOR, to create an awareness within appropriate GOE institutions of the importance of such 
exports and their potential for significantly increasing foreign exchange earnings. Disbursemeats under the 
credit facility established through the Central Bank of Ecuador have been halted temporarily until a new 
mechanism is implemented but discussions held with the Central Bank and the Ministry of Finance have made 
great progress towards re-establishing disbursements of the credit line. Disbursements are expected to be 
reinitiated by mid EY 88, thereby reducing the pipeline which has resulted from the suspension of credit 
line disbursements. An external evaluation is underway to assess project progress and to determine if the 
activity should be extended. Current LOP levels may be inc~eased depending on evaluation findings. 

While recent measures adcpted by the Febres Cordero administration regarding foreign exchange regulations 
may impact negatively on export-oriented activities, it is very possible that these measures might reduce 
pressures for a complete reversion to centralized control of all foreign exchange, a stance advocated by 
both presidential candidates involved in the May runoff electiocs. The Missicnas intention in an extended 
project is to work with key private sector institutions in the export sector to address these and othsr 
policy constraints. 

The Mission is also supporting efforts directed at tourism promction. The initial campaign funded by the 
GOE, A.I.D. and private sector (U.S. and Ecuadorian) sources was successfully completed and LC fun3s are now 
being provided to support the newly-established Tourism Foundation, FEPROTUR. 

I 

Mor tuaue 
G Oblig Mortgage Plan Mortgage Plan Mortgage Plan Mortgage 
/ L.O.P. through at end EY 88 at end EY 89 at end FY 90 at end 

Proiect No. and Title - L Fundinu E'Y 87 FY 87 Oblg FY 88 Obliq FY 09 Oblitq EY 90 

518-0019 Non-Traditional G 2,898 2;398 500 500 0 0 0 0 0 
. Agricultural Exports 



Proiect No. and Title 

518-0019 Non-Traditional 
Agricultural Exports 

TOTALS 

Pi~eline 

Project No. and Titlq 

518-0019 Non-Traditional 
Ag. Exports 

Oblig Mortgage Plan Mortgage Plan Mortgage Plan 
L.O.P. throughatend FY89 atend FY89 atend FY90 
Fundinu FY 87 EY 87 Obliq FY 88 Obliq FY 89 Obl iq 

Obligations to date 
Loan Grant Total 

7,500 2,400 9,900 

Mar tgage 
at end 
FY 90 

Expenditures to date Pipeline to date 
Loan Grant T Loan Grant Total 
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OBJECTIVE # 6: Manaae and Preserve Natural Resources 

1. COUNTRY DEVELOPMENT TRENDS INDICATORS: 

1987 1988 1989 1990 
Actual Proi. Proi , Pro+. 

Area re fores ted  (ha.)* 20,000 10,000 10,000 10 , 000 

*GOEss r e fo r e s t a t i on  e f f o r t  (Plan Nosque) is financed by o i l  revenues. A decrease i n  revenues may l i m i t  
t h e  number of hec ta res  of land re fores ted  each year. 

2. A . I , 3 .  PROGRAM PERFORMANCE INDICATORS 

1985 
Actual 

A. Hectares of ag r i cu l t u r a l  land 
managed i n  a sus ta inab le  manner 
under A.1.D.-supported program 200 

B. Hectares of f o r e s t r y  land 
managed o r  protected under 
A.1.D.-supported programs 

C. Hectares re fores ted  under 
A.1.D.-supported programs** 

D. Number  of farmers using s o i l  . 
conservation p r ac t i c e s  under 
A.1.D.-supported programs 100 

1986 2967 1988 1989 1990 
Actual Actual Proi ,  Pro j, Pro% 

**Reflects A . I , D . * s  cu r ren t  emphasis on agra fores t ry  ra ther  than s t r i c t  r e fo r e s t a t i on  a c t i v i t i e s -  



J 3. 
ACTUAL VS PLANNED ACCOMPLISHMENTS IN M-87 AND EARLY 1988 AS IDENTIFIED IN BLOCKS 5 AHD 6 OF 
LAST YEAR'S ACTION PLAN 

Planned Actital Discussion 

Block No. 5 

- Promote administrative autonomy 
of National Forestry Directorate 

Block No. 6 

- Increase rate of reforestation to 
6,000 ha. a year 

- Increase the rate of use of improved 
aqroforestry management practices 

The Executive Eranch of the GOE 
presented such a proposal to the . 
National Congress. However, 
Congress never considered the 
proposal. 

The GOE Plan Bosque reforestation 
scheme actually planted 20,000 ha. 
in 1987. 

Between 1985 and 1987, 200 
agroforestry demonstrations were 
established on farms in northeast 
Ecuador. 

Develop an understanding of the importance of preserving and 
managing the country's natural resources. Ereourage-GOB policy 
makers to take renewable natural resourcas considerations into 
account in all policy decisions 

Promote the establishment of a system for inter-institutional coordina- 
tion on coastal resources in order to obtain maximum sustainable use 
of these resources 

Promote the conservation of natural resources within the private 
forestry industry 
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6. PROJECTS SUPPORTING OBJECTIVE 

Forestry Sector Development 

Coastal Resources Manangemsnt 

International Forest 
Resources Development 

Sustainable Uses for Fragile 
Lands 

Small Farmer Irrigation OPG 
Counterpart 

.. - 

Obliuations 
New (N)* Type of LOP L/G 

Nmbe r Onqoins ( 0 )  Fundinq 18000). LC 

518-0023 0 DA 6,500 L 
518-0023 0 PI A 1,600 G 

0 (Centra1)(1,000) G 

0 (Central) (400) G 

Cwn. thru 
FY-87 

6,500 
1,600 

(1,000) 

(400 

- 

300 - 



7. NARRATIVE 

The Mission's ongoing Forestry Sector Development project will assist the GOE to manage and preserve its 
natural resources by improving the overall administrative capaciky of the National Forestry Directorate, 
establishing a national system for the protection of forests from fire, insects and diseases: supporting 
agroforestry demonstrations in three areas of the country: and funding a pilot mangrove management work plan 
as well the delimitation and development of management plans for national parks. The CARE Small Farmer 
Irrigation project will also contribute to this natural resources management objective by promoting soil 
conservation and sprinkler irrigation on 1,700 has. of land in Quimiag. Finally, the AID/W funded Coastal 
Resources Management Project will assist the GOE in the development of a coastal resources strategy and 
management plan. 

All the above natural resources management projects will be completed by the end of EY 90. The Mission is 
currently consideringa proposal from Pundaci6n Natuta, a private Ecuadorean environmental organization, to 
fund this M the continuation of its environmental education efforts. This project should assist the 
Mission in its policy dialogue with the new government on environmental and natural resources managcn?nt 
issues. In addition, the Mission is currently designing a new natural resources project entitled 
"Sustainable Uses for Fragile Lands" proposed for funding in early FY 89. 

This project will eerve as the Mission's main vehicle for achieving its natural resources management 
objectives. It will build on past experiences and successes of various existing natural resources projects 
in Ecuador fucdsd by A.I.D., other donors, or GOE institutions. Project components will support and provide 
linkages s n o q  the four interrelated thrusts of the Mission's Natural Resources Strategy, namely, m P i e 1 d  
d-atim* @ ~esearch;@ policy Dialogue, and @ public Education. 

A n  end-of-project evaluation of the Forestry Sector Development project is planned for the secuii9 quarter of 
FY9O. 

The current mortgage for the two existing projects under this objective is $300,000 (for the CARE Small 
Farmer Irrigation OPG). These funds will be obligated this fiscal year. The current piyAine for these tm 
projects is $4.8 million. The Mission expects that a major portion of this pipeline wiB2 be expended by the 
end of E'Y89. 



Mortuaae 
G Qblig Mortgage Plan Mortgage Plan Mortgage Plan MorSgage 
/ L.O.P. through at end FY 88 at end N 89 at end FY 90 at end 

Proiect No, anmifle - L Fundina FY 87 FY 87 Obliq EY 88 Obliq EY 89 Obliq FY 90 

518-6071 Sustainable Uses G 7,000 0 0 0 0 1,640 5,360 2,160 3,200 
for Fragile Lands 

518-0079 Environmental Ed. G 1,172 0 1.172 1,172 0 2- 0 2 - 0 

TOTALS 8,172 0 1,172 1,172 0 1,640 5,360 2,160 3,200 

pi~el ine 
Obligations to date Expenditures to date Pipeline to date 

Project No. and Title Loan Grant Total Loan Grant Total Loan Grant Total 

518-0023 Forestry & Natural 6,500 1,487 7,987 2,459 950 3,409 4, 041 537 4,578 
Resources Conservation 

518-0074 Small Farm 0 300 300 0 0 0 0 300 300 
Irrigation OPG -- - - - - - 

TOTALS 6,500 1 ,7W 8,287 2,459 950 3,409 4,041 837 4,878 



OBJECTIVE # 15: E- 

l, COUNTRY DEVELOPMENT TRENDS INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual Actual Proi. Actual proif ProiL 

A. Total public sector budget deficit (consolidated 1.9 -5.1 - -10.5 -1.3 -1.5 -1.2 
non-financial deficit plus Central Bank losses) 
as a $ of GDP 

2. AID PROGRAM PERFORMANCE INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual Actual Proi. Actual Proi, Proi. Pro!. 

Increase in annual revenues from income and 
sales taxes ($ increase from previous year) 49.3 69.7 25,a 31.9 25.0 40.0 40.0 

3.  ACTUAL VS. PLANNED ACCOMPLISHMENTS IN FY 1987 AND EARLY 1988. AS InENTIFIED IN BLOCKS 5 AND 6 OF 
LAST YEAR'S ACTION P L W  

Taraa t 
Block No. 5 

None 

Block No. 6 

planned Actual Discussion 

- Institutional (Ministry of Finance) 2 1  88 - la4 managerial, supervisory and technical staff 
improvements for better income tax have been trained in management, tax adminis- 
collections. tration and computer techniques. 





6. PROJECTS SUPPORTING OBJECTIVE 
Oblisations 

New (N) or Type of LOP L/G/ Cum. Thru FY N F Y  

Title Number Onaoin~ (0) Funding $ 0  LC FY 87 1988 1989 1990 

Fiscal Administration 518-0042 0 D A 2,250 L 2,250 - - - 
Development D A 4,800 G 4,800 - - - 

Fiscal Administration ESR-58-012 0 ESF (200) LC (200) - - 



A.1.D.-financed studies provided data to the Ministry of Finance to initiate policy dialogue with the Ecuadorian 
Congress and the Executive Branch to lower marginal income tax rates and to rationalize the system of providing 
subsidies to local governments. However, because of a change in the Minister of Finance, this activity has been 
temporarily suspended. Mission expects to renew policy dialogue in this area with the new GOE administration which will 
take office in August 1988. 

An external evaluation of A.I.D.'s assistance in increasing domestic revenues from income and sales taxes to help 
minimize fiscal deficits was conducted in July 1987. It concluded that while revenue coll.ection tazgets were being met 
ahead of schedule, structural and administrative reforms to effect increased revenues were behind schedule. The 
evaluation also raised the issue of whether project objectives, as well as the procurement of automation equipment, 
could be accomplished within the original project timeframe. 

The Fiscal Administration project is fully-funded. Approximately half of the pipeline (shown below) relates to 
comodity procurements which have been temporarily suspended pending resolution of customs clearance issues affecting 
the importation of A.1.D.-financed commodities. 

Pipeline 

Project No. and Title 
Obligations to date Expenditures to date Pipeline to date 

Loan Grant Total Loan Grant Total Lean Grant Total 

518-0042 Fiscal Administration 2,550 4,800 7,050 301 2,368 2,749 1,867 2,432 4,301 
Development 



GOAL # 3: Wider Sharina of the Benefits of Growth 

OBJECTIVE # 8: Increase Access to Voluntary Family Plannina Services 

1. COUNTRY DEVELOPMENT TRENDS INDICATORS 

A. Annual rate of population growth (%) 

B. Percentage of couples using contra- 
ception (MWRAI* 

2.  A.I.D. PROGRAM PERFORMANCE IXDICATORS 

A. Number of women receiving family 
planning services under A.I.D. 
supported programs (000)* 

1. Under private sector programs 
2. Under public sector programs 

B. As a percentage of all women 
oE reproductive age 

1985 1986 1987 1988 
Actual Actual Proi. Actual Proi , 

2.87 2.85 2.83 2.83 2.81 
(Average rate of growth 85-90: 2.79) 

1985 1986 - 1987 X988 
Actual Actual Proi. Actual Prci  , 

. I 

1989 
Proi . 
2.78 

46.1 

1989 
Proi . 

206.1 

158.7 
47.4 

8.3 

I 

1990 
pr_oiz 

2.75 

47.1 

1990 
Proi . 

236.2 

181.9 
54.3 

9.2 

* Figures have been re-estimated from last year's Action Plan based on findings from the April 1987 
National Contraceptive Prevalence Survey. Previously the Mission used clinic service statisticz which 
have over-estimated contraceptive use due to outdated estimates of continuation rates. .Mission plans 
to finance a study to reconcile differences. 

** The projected increase here is based.on the effects of initidting the contraceptive social marketing 
project. 

*** The decline in use was due to the temporary suspension of the Campesino Social Security Program. 
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Block No. 6 

Taraa t Planned Actual 

- MOH providing FP services in five other 2/88 - 
provinces: Pichincha, El Oro, Esmeraldas, 
Azuay, Los Rios 

- Private commercial sector providing FP 2/88 - 
services 

- Moze publicity in print, radio and 4/87 - 
television to increase awareness of 
the problem of population growth 

Discussion 

Mission/MOH planning pilot project in six 
provinces. Birth spacing assistance for MOH is 
major componznt of new Mission Child Survival 
Strategy. 

SOMARC-supported contraceptive social marketing 
program will begin in 4/88. Preparation for 
program began in October, 1987. 

This is planned to be strengthened with social 
marketing project beginning in 4/88. 

Four project ac~complishments planned in last year's Action Ples under Block 6 have been omitted because they 
duplicate items already included in this sectioq. 

4. KEY POLICY DIALOGrJE ACTIONS AND CONDITIONALITIES PLANNED FOR EALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

See? support of new Government for continuation of favorable impleaentation of 
national population policy. Meet with new Minister of Health to discuss 
importance of strong population programs 

Share Mission Child Survival Strategy with MOB and seek MOH agreement to include major 
birth spacing component in new Child Survival/MOH project 

Seek Social Security Institute (SSI) support for family planning as part of ongoing 
project 

Seek GOE agreement to method-specific contrrrceptive advertising through gradual 
implementation of the contraceptive Social Marketing promotion scheme and continued 
discussions with MOH 



5. KEY PROJECT/PROGRAM ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 
puarter/Year 

- A.1.D.-assistnd birth spacing program with MOH initiated in five provinces 2/89 

- Private sector commercial contraceptive marketing campaigns initiated and maintained in 4/88 
1,800 outlets 

- Community-based distribution expanded from 700 to 1,000 distributors 

- 50 private health practitioners providing family planni~g services 

- Comunications campaign functioning with 20,400 radio spots, 4,000 tel evi sion spots 
and 800 newspaper and journal articles annually (includiag method-specific advertising) 

- Phase-out of direct assistance to Mi~istry of Defense (MOD) and establishment of alternative 4/88 
arrangements to maintain services for key 22 MOD family planning clinics 





The Family Planning Program is providing additional resources to increase access to family planning 
services by initiating new programs (1) with the private sector - contraceptive social marketing (CSM) 
and capitalization of new private health practitioners (PHP), (2) with the public sector - Ministry of 
Health and Social Security for campesinos program, and (3) by expanding assistance for community-based 
distributiori (CBD) programs. These programs are designed Lo increase access to services, especially in 
the rural areas where they are most needed. Additional assistance is being provided to establizk 
long-term self-sufficiency of the non-profit organizations. The additional emphasis on these initiatives 
arises from the recommendations of the project evaluation completed in mid-1986. The Mission will seek 
the support of the new government for the population policy that was recently formulated by the Febrss 
Cordero administration. 

The project has progressed as planned and overall contraceptive prevalence continues to increase at an 
acceptable rate. Planning for the new and expanded CSM, PHP and CBD programs is in process and 
implementation should begin this fiscal year. Both the Ministry of Health and Social Security Institute 
have requested additional assistance from A.I.D. A major step forward was taken in October 1987 when the 
GGE adopted a National Population policy. Furthermore, UNFPA entered into a new $3 million agreement 
with the Mi~istry of Health which expaads upon their existing assistance for Fmiiy PlanningIMCH programs. 

Activities under this objective are disbursing at an adequate pace. It has no serious mortgage 
problems. Project will end in the fourth quarter of FY 91. USAID will provide an additional amount of 
$3,482,000 in FYs 88-89 to fund the Family Planning project. Mortgage and pipeline figures are shown 
below. 

Mortaase 
G 
/ 

Project No. and Title - L 

518-0026 Population and FP G 

Pipeline 

Project No. and Title 

512-0026 Population and Family 
Planning 

Oblig Mortgage Plan Mortgage Plan Mortgage Plan Mortgage 
L.O.P. through at end N 88 at end FY 89 at end FY '10 at end 
Funding FY 87 FY 87 Obliq FY 88 Obliq FY 89 Obliq FY 90 

Obligations to date Expenditures to date Pipeline to date 
F L ~ a n  Grant Total Loan Grant Total 
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OBJECTIVE # 9: Im~rove Health and Health Services* 

1. COUNTRY DEVELOPMENT TRENDS INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual Actual Pro:. Actual Proi , P r o L  Proi , 

A. Percentage of rural population with 
access to clean water 

B. Percentage of rural population with 
access to sanitation facilities 

C. Annual incidence of malaria parzsite 
(Cases/1,000 population) 

* Mission Action Plan for last year included all Child Survival activities as nori-add items to objective 9; 
this year the Mission has included Child Survival only under Objective No. 10. 

** Actuals exceeded projected rates significantly due to malaria epidemic with spraying targets not being met at 
present. Given labor difficulties in the sector, the incidence is expected to worsen. 

2. A.I.D. PROGRAM PERFORMANCE INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual Actual - P- Proi . Proi, Proi . 

A. Number of persons served by new 
potable water systems under 
A.1.R.-assisted programs 

B. Number of persons served by new . 
sanitation services under A . 1 . D . -  
supported programs 11,000 16,500 20,000 20,000 25,000 25,000 - 

C. Percentage of P. Falciparum 
Malaria (as % of all Malaria) 20.9 22.9 14.6 27.9 24.0 21.0 18.0 



1985 1986 1987 1988 1989 1990 
Actual Actual Proi. Actual Proi . Proi , Proi . 

D. Technical assistance provided to - - - 6 - - 
institutions in drug prevention/- 
education and public awareness 

E. Specific interventions identified in 
drug prevention/education and public 
awareness 

3. ACTUAL VS. PLANNED ACCOMPLISHMENTS IN FY 1987 AHD EARLY 1988. AS IDENTIFIED IN BLOCKS 5 AND 6 OF 
LAST YEAR'S ACTION PLAN 

Tarcret 
Block No. 5 

Achievement of n decentralized imple- 
mentation authority for the provincial 
offices of the Ecuadorian Sanitary 
Works Institute (IEOS) 

Increase budget allocation to IEOS 
by 10 percent 

- Increase budget allocations to the 
National Malaria Era ication Service 
(SNEM) by 10 percent 

- Decentralized implementation authority 
for provincial offices of SNEM 

Planned -- 

1/67 

1/88 

1/88 

IEOS is using decentralized authorities of 
rrcwincial offices in some projects and in 
.:?.1 A.1.D.-financed programs. 

IEOS used FONASA funds (approximately 
US$30 million over 3 years) for the first 
time in 1987. These funds were at least a 20 
fold increase in annual GOE expenditures for 
rural water supply and sanitation. 

No increase in ~NEM'budget. 

This target was not pursued and instead the 
central office of SNEM is being strengthened. 
SNEM still does not have a provincial focus. 
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Planned Actual Discussion 

ock No. 6 

- Serve an add i t iona l  70  r u r a l  v i l l a g e s  1/88 - Because of LC funding delays,  only  45 RWS/S 
with water supply and excre ta  disposal  systems were financed. 

w - Spray 400,000 homes w i t h  i n sec t i c ide  1/88 Only 150,000 homes sprayed due t o  problems 
per  year  with sprayers and GOE f a i l u r e  t o  purchase DDT. 

- Conduct 35 i n s e c t i c i d e  res i s tance  t e s t s  4/87 - 21 t e s t s  were conducted. 
per  year 

- Conduct 3 malar ia  drug res i s tance  tests 2/87 - 2 malaria drug res i s tance  tests w e r e  conducted 
per  year  i n  1987 

- Put i n t o  f u l l  operat ion 6 new diagnost ic  3/87 3/87 12newlaboratorieswereestablishedandare 
malar ia  f i e l d  l abo ra to r i e s  i n  operation. 

4. K E Y L D I A L O G U E  ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

Urge new GOE adminis t ra t ion t o  continue g iv ing  high p r i o r i t y  t o  water supply 
and s a n i t a t i o n  i n  r u r a l  a reas  and use of t he  decen t ra l i za t ion  model 

Discuss with MOB and MOF need t o  continue providing resources through 
t h e  National Fund f o r  Environmental San i ta t ion  (FONASA) t o  f iaance bui lding of 800 
addi t iona l  RWS/S systems over t he  next two years  I 

Request t h a t  IEOS f i l l  a l l  important vacancies t o  ensure a v a i l a b i l i t y  of 
s u f f i c i e n t  human resources t o  implement programs 

Seek new GOE commitment t o  e x i s t i n g  malar ia  p ro jec t  through provision of adequate 
human and f i nanc i a l  resources f o r  SNEM program, including purchase of 300 tons  of DDT and 
o ther  equipment and f i l l i n g  key vacant p o s i t i s a s  

4/88 

continuous 



Request that GOE/SNEM establish policy to work with labor unions to 
maintain spraying schednles 

Reach agreement with MOH to implement ATDS Control Program in cost-effective and 
focused fashion 

Continue discussions with GOE to highlight importance of drug awareness and education continuous 
programs 

5. KEYPROJECT/PROGRAM ACCOMPLISKMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 
QuarterIYear 

- Construction of TO RWS/S systems with ESF local currency funds 

- Train 200 IEOS personnel an6 2,450 persons from connnunity water boards to construct, operate 
and monitor RWS/S systems 

- Implement social promotion and communications program to improve hygiene behavior reaching over 
1,500,000 persons - 

700,000 homes with insecticides 

Spray at Peast 8 cities with ultra low volume urban insecticides to control mosquito 
population 

Train 775 malaria field workers 

Implement improved national malaria control information system at provLncial level in malaria 
areas 

Establish high risk behavior reduction program for AIDS, includmg identification, research, 
and design of special education and service programs for high risk groups 



- Increase capability for AIDS laboratory testing of blood donors to ensure secure blood 
bank system 

- Establish a national communications campaign to educate public about AIDS 

- Provide 27,250 recipients with food supplements through CRWSENAPS Title I1 
Supplementary Feeding Program 

- Medical assistance program nnder OPG establisnes two self-paying clinics, one in Quito and one 
in a rural area 

- Conduct drug use epidemiological survey 

- Establish two information csnters and seven provincial chapters to disseminate drug abuse 
and prevention information 

- Develop plan for dissemination nationally of drug abuse/prevention information 

- Initiate national information dissemination campaigns on drug use/educatioc 



6. PROJECTS SUPPORTING OBJECTIV3 

Rural Potable Water 

Rural Water Supply 
FONASA support 

Integrated Rural Health 
Delivery (IRHDS) System 

Strengthening Community 
Organization OPG 

Malaria Control Project 

Malaria Control 
(counterpart funding) 

Rural Potable Water 
S~PPPY 

Private Sector Kealth 
OPG 

Narcotics Awareness and 
Education 

AIDS Control 

Number 

ESR-58-* 

ESR-58-012 

New (N) or 
Onuoina (0) 

*Activity No. to be assigned 

Type of 
Fundinq 

ESP 

ESP 

DA . 
DA 

DA 

D A 
D A 

ESB 

LOP 
($000) 

(2,000) 

( 200 

1,991 
7,235 

4 51 

3,500 
6,000 

(67) 

LC 

LC 

Food 

Obliuations 
Cum. thru FY FY FY 
FY 87 - 1988 1989 1990 



7. NARRATIVE 

Overview 

The Mission dm8 not have a specific project designed to generally address the objective of improved 
health and health services. USAID does, however, provide assistance to improve service delivery for 
three large hcale programs that address major public heaith problems: (1) construction of rural water 
supply and sanitation (RWS/S) systems; (2) Lhe National Malaria Control Program (SNEM) aad (3) the 
National AIDS Control Program. USWID assistance over the last sirs years for RWWS has successfully led 
to the establishment of a decentralized model for construction and maintenance of RWSIS systems. Current 
support is to ensure that this model is institutionalized in the GOE and to increase the likelihood of 
obtaining other large-scale resources (GOE and other donors) to substantially increass rural access to 
RWS/S systems. Mission assistance for malaria control and AIDS has been in response to high-level GOE 
requests for assistance. In the case of malaria, support was needed to control an epidemic in the 
aftermath of heavy rains in 1984-1985. Support for control of AIDS is to prevent the spread of AIDS 
before it becomes a more serious public health problem. The Mission also provides relatively small 
amounts of assistance to the MOH program for decentralization and PVO projects in drug 
prevention/educatiomr programs. A more detailed explanation follows. 

Rur.al Water and Sanitation: - 
Since 1982, A.1.D. has assisted the Ministry of Health to improve the National Sanitary Works Institute's 
(IEOS) capacity to carry out the constructior and maintenance of rural water supply and sanitation 
(RWS/S) services and to develop low cost technology appropriate to field conditions. A.I.D. assistance, 
provided through IEOS, PVOs and the rural communities, has supported tbe construction of 170 water 
systems and more than 11,000 latrines. This effort has directly increased the availabilty of 
environmental health services in rural areas to more than 150,000 persons previously not served. 

As a result of the A.I.D. institutional building support to IEOS and a new aatioual law assigning a 
certain percentage of the petroleum revenues (FONASA) to construct new rural water systems, ~ O S  has been 
able to construct during 1987 approximately 400 water systems serving over 250,000 people. This exceeds 
IEOS' performance durinq its entire prior institutional life and accounts for the substantial increase in 
coverage in access to water between 1986 and 1987. 

A.I.D. will continue to assist IEOS with training and technology development to ensure that the 
appropriate model for building RWS/S systems is further institutionalized. In addition, assistance is 
being provided to initiate a major social promotion campaign to improve hygiene behavior. A.I .D .  will 
also continue local currency support for construction of 100 new RWS/S systems to complement GOEIFONASA 
financial efforts. 



A.I.D. must maintain its policy dialogue to encourage the new government to continue using FONASA 
resources for the construction of R#S/§ systems ezid to ensure that IEOS has adequate hman resources to 
implement the progrm. In addition, A.I.D. intends to encourage the World Bank team to follow through 
with initial analyses of IEOS' administrative capabilities and to support IEOS' program in RWS/S. 

All RWSIS projects are fully-funded, However, none of the $861,000 obligated under Amendment 9 to 
project 518-0015 has been expended due to recent staff changes at USAID and IEOS. 

Malaria: 

After an initial successful period of implementation, the A.1.D.-assisted national GOE program Co centto1 
malaria (SNEM) has become less effective and the incidence of malaria and the percentage of p.falci~arium 
malaria both rose in 1987. This increase has been directly related to the program's failure to meet 
spraying targets, which is mostly due to two factors: (1 )  th= inability of SNEM and the labor union to 
reach agree?.~ent, thus rzsultiag in frequent workers' strikes, and (2) the lack of DDT due to the failure 
of the GOE to make the necessary purchases. SNEM also has a weak technical and administrative central 
staff and the GOE has not fully met its resource and financial commitme%ts to the project. 

Several of these problems were highlighted in a project evaluation conducted in June 1987. Since then, 
A.I,D. has been working with the GQE to resolve the commitment probl,ems, placing priority on essential 
actions such as spraying. The progress of this project will be greatly affected by the priority attached 
to malaria control by the new GOE administration. 

All $9.5 million of malaria project funds have been obligated. The 5-year project is at its half-way 
point and has a pipeline of $6.5 million (not including $1.9 million worth of cbmmodities A.I.D. is 
currently in the process of procuring). After a slaw start, project expenditures are now moving st an 
acceptnble rate. 

A I D S  t 

A.I.D. is providing ESF local currency funds and centrally-funded short-term technical assistance to the 
GOE for its newly-established national program to control AIDS. Assistance includes support for 
epidemiological surveillance and behavior research, laboratory improvement to secure the blood supply, a 
national comunicat-lons campaign, establishment of a high risk behavior reduction program, and Support 
for private sector inii:iatives. Efforts and assistance agreements have been closely coordinated with 
PAHO. Success Of the grggram will' be dependent on GOE human resource commitment. 

* 



The A.1.D.-a~sisted PL-480 Title I1 Feeding Program is currently in tho fourth year of a five-year 
(1985-89) phase-out. CRS is developing a proposal to extend the phase-out an additional three years in 
order to develop Diocesan capability to plan and implement food production and nutrition activities to 
substitute for food distribution for the 25,000 beneficiaries receiving food. CRS is expected to submit 
the extension proposal to A . I . D .  in April 1988. 

I Other Activities; 

- A.I.D, assistance is being provided to strengthen private sector delivery institutions in drug awareness 
which supports the objective of improving health and health services. ESF local currencies are being 
used to finance studies which National Institute for the Child and Family (INNFA) will use as a basis for 
policy dialogue with the Ecuadorian Congress and the GOE Ministry of Social Welfare to introduce 
legislation and policies relating to children at risk and to improve ths legislative environment. 
Technical assistance has been provided to INNFA to strengthen its internal planning, budgeting end 
administrative systems as well as its capability to provide technical assistance and training to other 
private child care institutions. A recent external evaluation concluded that the project is on 
schedule. However, the inauguration of a new government in August 1988 raises the issue of project 
sustainability. 

I 

The increasing usage of illicit drugs in Ecuador is adversely affecting the health and social structure 
of Ecuadorian society. A.I.P. assistance to the Fundacih Nuestros ~6venes (FNJ) will produce the 
necessary information to serve as a basis for policy dialogue by the FNJ with the Ecuadorian Congress and 
appropriate GOE institutions for the purpose of strengthening narcotics legislation as well as drug 
control and prairention programs. Technical. assistance is being provided to the FNJ to strengthen its 
internal administrative systems to provide improved drug prevention and awareness services. The 
institutional development of the FNJ from a voluntary non-salaried organization to a technical 
professional organization is problematic and will be examined in an evaluation planned for +e second 
quarter of FY 89. 

The Mission also supports two PVOs with OPGs: a health financing project with Medical Assistance Program 
(MAP) and a child survival/maternal and child health project with Save the Children Foundation. Th,o MAP 
proje;,t is designed to establish twa financially self sufficient clinics, one in Quito and one in a rural 
area. This pilot project could have greater impPicationv for health financing issues in Ecuador. The 
Mission also has a small ESF local currency agreement to support the Ministry of Health's 
decentralization plan to strengthen provincial and local management responsibilities and capabilites. 
This is a follow-on to the work initiated under the Integrated Health Services Delivery project. 
Decentralization rill improve the potential for success of A.1.D.-assisted activities wlth MOH. 



Mo r tqagg 
G Oblig Mortgage Plan Mortgage Plan Mortgage Plan Mortgage 
/ L.O.P. through at end EY 88 at end FY 89 at end FY 90 at end 

Proiect No. and Title - L Fundinu EY 87 FY 87 Obliq FY 88 Obliq EY 89 Obliq FY 90 

518-0064 Narcotics G 1,600 300 1,300 
Education OPG 

Pi~eline 
Obligations to date 

Proiect No. and Title Loan Grant Total 

518-0015 Integrated Rural 7,235 
Health Delivery System 

518-033 Strengthening 0 
Community Organizations OPG 

518-0045 Special Education 
Resources Center OPG 

518-0049 Malaria Control 
Program 

518-0060 Private Sector 
Health Delivery Model OPG 

518-0064 Narcotics Educa- 
tion 

TOTAL 

Expenditures to' date Pipeline to date 
Loan Grant Total Loan Grant Total 



OBJECTIVE # lot Infant and Child Mortalitv 

1. COVNl'RY D W W P M E N T  TRENDS INDICATORS 

1985 1986 1987 1988 3q89 1990 
Actual Actual Proi . Actual Proi . Proi ,_ Prai 

A. Infant Mortality (0-1)* 56 53 52.3 5 1 49.7 48.5 47 
B. Child Mortality (deaths for children 79 7 8 7 6 7 3 72 70 69 

under age 5 per 1,000 live births) 

2. A.1.D. PROGRAM PERFORMANCE INDICATORS 

1985 1986 1987 1988 1989 1990 
Actual ActuaL Proi . Actual Proi . Proi Proi . 

A. Percentage of cases of diarrhea 
in children under 5, occurring 
in past two weeks, treated with 
ORS . ** 

B. Average level of coverage of 
complete immunization for 
children aged 13 to 24 months.*** 

C. Increase in number of representative 
organizations in child care 

D. Technical assistance provided to 
institutions in child care 

E. Specific areas of intervention in 
child care 

- - -  

* Infant mortality rate estimates have been revised downward substantially based on recent mortality 
analysis (Rutstein and Fermo, November 1987). 



** 50% of diarrheal cases of all children under age 5 are treated with ORT (ORS and/or other 
solutions). ORS use estimates above are very conservative, given the choice of denominator. 

*** Mission estimates of yearly average taken from KAP data and interpolated based on various 
assumptions. 

3. ACTUAL VS, PLANNED ACCOMPLISHMENTS IN FY 1987 AND EARLY 1988. AS IDENTIFIED IN BLOCKS 5 AND 6 OF 
LAST YEAR'S ACTION PLAN 

Taruet Planned Actual Discussion 

Block No. 5 

- Priority budget allocation for vaccines 3/87 3/87 
and vaccination supplies in MOH budget 
each year 

- Obtain permission for permanent 3/87 2/87 
exoneration of taxes for vaccines supplies 

- Obtain MOH financial commitment in 2/87 - 
terms for improving delivery services, 
including MOH support for PREMI 

  lock No. 6 

- Initiate mass media program on regular 3/57 - 
service delivery reaching 6 million 
persons 

Five Year EPI Plan and budget has been agreed upon 
and MOH commitment established for vaccines and 
vaccination supplies. Joint Donor Committee for 
EPI has Seen formed and hss met 3 times. 
Problems include (1) diversion of MOH budget funds 
for vaccination supplies to other operating 
expenses, and (2) lack of foreign exchange to pay 
for vaccines from PAHO Rotating Fund which 
jeopardizes other vaccine purchases. 

Accomplished. 

MOH requested PL-480 locai currency for counter- 
part to PREMI in February 1988. 

75% accomplished with audience of 4.5 million 
persons. "Well Baby1@ campaign initiated 4/87 
with reminders to mothers broadcast monthly. 

. - - .  

. . . :  
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- Oral rehydration teaching/service 
units established 

Exceeded goal with 2,005 trained 

Exceeded goal with 150 trained 
PAHO delayed training and technical assistance. 
MOH and USAID technical advisors agreed to strategy 
for Health Information System in January 1988. 

5 international PVOs as well as Social Security, 
the Farm Workersa Social Securi+g, and the Armed 
Forces are currently providing ORT/EPI and/or 
nutrition services. Over 60 mothers' clubs are 
monitoring infant growth and promoting ORS. 
Drugstores are selling increased quantities of ORS. 

Accomplished. Also 15 oral rehylration units 
cicrently functioning throughout the country. 
Approximately 100 medical residents have already 
rotated through the Quito teaching unit. 

4. KEY POLICY DIALOGUE ACTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT FY AND ACTID:? PLAN PERIOD 

Quarter/Year 

- Discuss child mortality analysis with present and new GOB to focus on child survival issues, 4/88 
including birth spacing. I 

- Negotiate counterpart commitment to current and new Child Survival projects. 1/89 

- Hold talks with new First Lady to urge INNFA'S continuation as a development agency as 4/.28 
opposed to as a direct service/charity organization 
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5. KEY PROJECT/PROGRAM ACCOMPLISl34ENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

Improvements in cold chain 
--Availability of equipment, 
including refrigerators, freezers, 
and thermoses 

Availability of maintenance system 

Hold national vaccinatioz days (May and October) 

Construct National Vaccine Bank 

Design Child Survival project and obligate funds 

Complete mortality survey 

Train 1,400 mothers through second radio course 

Develop and implement transition of communications progrzn from INNFA to other organization 

Initiate implementation of regionalization and supervision plans 

Complete internal reorganization of INNFA 

Complete establishment of INNPA8s Guayaquil branch office 



6. PROJECTS S U P e Q a @  OBJECTIVE 

New (N) or Typ e of LOP 
Number gnaoina (0) Fundinq ~ $ 0 0 0 ~  

Integrated Rural Health 
Delivery Sys tern8 ( IRHDS) 
(Child Survival) 

Child Survival 

Child Mortality Reduction Program 

Child Lbrtality Reduction Program 

Child Survival 

Child, Family and Community 
Development OPG 

Child, Family and Community 
Development 

Improved Life of 
Ecuadorian Children 

D A 13,000 

PL-480 (969) 

ESF (1,8001 

ESF (350 

D A 1.414 

Obliuations 
L/G Cum. thtu EY FY EY 
LC E'Y 87 1988 1989 1990 

G 

G 

LC 

LC 

LC- 

G 

LC 

LC 



The PREMI Child Survival project continues to be successful in contributing to increasing the coverage of 
immunization and maintaining the high level of use of ORS, thus supporting the continuing decline in infant and 
child mortality. The strong communications program and national campaign days have been the major factors affecting 
the success of the Program. The project component for developmenr of capabilities within the Ministry of Health 
(MOH) to deliver child survival services on a sustained basis has been much less successful. The Hinistry has 
recently accepted a plan to decentralize authority which should help create infrastructure for long-term 
sustainability. However, most of the project elements with the MOH have moved slowly, such as development of a 
management information system and improvement of the cold chain. The supervision and training plan developed in 
early 1987 has never been officially approved and the MOH has not been able to provide sufficient human or financial 
resources to maintain the national Child Survival Program. 

The Mission plans to negotiate a new Child Survival/MCH project with the new government later this year that will 
expand upon current efforts, include new child survival interventions, and explore private sector options. The 
Mission has prepared a Child Survival Strategy and is planning a mid-term evaluation (3188) of the present project. 
Government commitment to child survival will be a central issue for policy discussions as the new project is 
developed with the incoming government. 

Current child survival projec: is fully-funded. A.I.D. assistance is also provided to strengthen private sector 
delivery institutions in child care. Rate of expenditure is sufficient to use these funds by the PACD of December 
1989 a ~ d  no additional resources are required. The Child Survival Strategy identified additioaal local currency . 
needs and possible requirements for the private sector. 

To achieve the goals of the recently completed Child Survival Strategy with an expanded effort in the private sector 
and the introduction of new interventions, the new Child Survival/new project will require a LOP of $13 million nGt 
$10 million as requested in last year's Congressional Presentation. In order to avoid having an excessive mortgage, 
more funds will be needed up front in EY 89 and FY 90. 

Mor tcraue I 

G Obltg Mortgage Plan Mortgage Pltn Mortgage Plan Mortgage 
/ L.O.P. through at end FY 88 at end FY 89 st end FY 90 at end 

Proiect No. and Title & Fundina FY 87 FY 87 Obliq FY 88 Obliq FY 89 Obliq FY 90 

518-0071 Child Survival G 13,000. 0 0 1,750 11,250 2,550 8,700 2,600 6,100 



Pi~eline 
Obligations to date Expenditures to date Pipeline to date 

Protect No. and Title Loan Grant Total Loan Grant Total Loan Grant Total 

518-0015 Integrated Health 0 4,960 4,960 0 1,420 1,420 0 3,540 3,540 
(Cnild Survival) 

518-0061 Child, Family and 0 1,414 1,414 0 543 543 0 871 871 
Cornunity Development OPG 

-. - -7 - - 
TOTALS 0 6,374 6,374 0 1,953 1,963 0 4,411 4,431 



OBJECTIVE 1 111 Jmprove Housing 

Urbaa Shelter def h i t  as 
percentage of urban 
houaablds 

Note: Mission expects to have procedures in place to mroure 
this indicator as well as other indicators that messare the 
living conditions of low-income urban families by 1989. 

PROGRM PERFORMANCE INDICATORS 

Families receiving new shelter 
units under A.1.D.-supported 
programs 

Families whose shelters are imp~oved 
under A.1.D.-supported programs 

Families receiving improved infra- 
structure services under A.1.D.- 
supported Programs 

1985 1986 
Actual Actual 

1987 1988 1989 1990 
Proi . Actual Proi . Proi, Proi, 

(a) Construction under the RG-005 program began in December 1982. The first houses were delivered in 
Marrch, 1986. Under the HG-006 program the first deliveries were in February 1986. I 

(b'r The adjudication of a large section of units under HG-005 expected for late CY 87 slipped into early CY 
88. 

(c) In future years. the Hiasion expects to move away from financing new houses in favor of relatively more 
efficient loans f@r home improvements and upgrading activities. 



3 ACTUAL VS E&m$iD ACCOME'LfSHMEN!L'S IN FY 1987 AND EARLY 1988 AS IDENTIFIED IN BLOCKS 5 AND 6 OF 
LAST YEAR'$_&CTION PLAN 

Tarset 

Block No. 5 

-Additional progress towards market interest 
rates on ;sw-income shelter credit. 

-Greater utilization of local private sector 
capital resources in the production and 
financing of low-income shelter. 

-Increased participation of the ~rivate sec- 
tor in the production and financing af low- 
income housing (at leasfc 10 private institu- 
tions building for, or lending to, low- 
income families for the first time). 

Block No. 6 

-GOE approval and use by private sector of a 
graduated loan payment mechanism to make 
shelter solutions more affordable to families 
at lower income levels. 

-Active participation of at least 5 private 
Intermediary Finance Entities (IFEs) in 
discounting eligible low-income mortgages 
with the Financial Fund for Housing {FFH), 

Planned 

2/88 

3/88 

3f 88 

1/88 

3/88 

Actual 

- 

1/88 

2/88 

1/88 

- 

Discussion 

Interest rates on shelter loans under the 
most recent A.1.D.-supported program are now 
2% to 3% above the passbook savings rates paid 
on deposits of the Savings and Loans. The 
Ecuadorian Housing Bank loan rates are 
scheduled to increase in November 1988 to 
1.5% over the Bank's passbook savings rate. . 

Developers building for the Central Bank/ 
HG-007 procjram now put up 300 of the invest- 
men2 costs. Private IFEs finance with their 
own resources approximately 15% of the long- 
term loans to beneficiary families. 

At present, 11 private IFEs are providing - 
financing to 13 private developers building 
low-income shelter projects within the HG-007 
Program parameters. Nearly all are new to 
programs like this. 

The GOE has approved and private sector 
financial institutions now ocfer-housing 
and home improvement loans which use 
graduated payment mechanisms. 

Two private IFEs have discou.l^fad eligible 
mortgages with Lhe FrT. Two other 
I P S  are now processing eligible loans 
for discounting. Others will soon complete 
project construction and begin to prepare 
for FFH aiscount. 



4. KEY POLICY DU40GUE XTIONS AND CONDITIONALITIES PLANNED FOR BALANCE OF CURRENT N AND ACTION PLAN PERIOD 

Quarter/Year 

- Increase resources available for shelter activities 
through: 
--Further reduction in subsidies on low-income shelter. 
--Wide use of more appropriate financial mechanisms. 

- Increase tne active participation of the private sector in 
the low-income shelter delivery process. 

- Increase the affordability of shelter solutions through: 
--The adoption of more suitable technologies and standards. 
--The provision of a wider range of shelter solutions. 
--The better use of beneficiaries' capacities to contribute 
through self and mutual aid. 

- Initiate discussions with the new government on urban improvement 
issues such as: 
-;Expansion of infrastructure networks into marginal neighborhoods. 
--Upgrading basic services to existing low-income neighborhoods. 
--Promoting of residential land development in a manner that will 
rationalize existing spontaneous land settlement. 



5. KEY PROJF,CT/PROGRA3;I ACCOMPLISHMENTS PLANNED FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

- Carry out a study to identify the characteristics of shelter provision and 
improvement by the informal sector. 

- Achieve application by IFEs of an indexed loan payment mechanism which will 
make shelter credit both more abundant and more affordable to lower-income 
families . 

- Identify and initiate a pilot low-income shelter program implemented 
through the Ecuadorian credit union system. 

- Conduct Shelter Finance Strategy exercise as part of development of Project 
Paper Summary Supplement. 

- Secure authorization of additional $10-20 million for 518-86-007, 

- Building on research done for Shelter Finance Strategy, complete an abbreviated 
"Urban Development Assessment" to identify broad urban growth trends, mu~icipal 
policies affecting efficiency of service delivery, and provision of land, urban 
infrastructure and low-cost shelter for the poor. Propose actions for consi- 
deration by Mission and GQE. 

- Further narrow the interest rate gap between GOE-suppor'sed shelter credit 
and private resource lending for shelter. 

- Further increase the active participation of private financial institutions 
(by 5) and developers (by 5) in the production and financing of A.1.D-.sup- 
ported low-income shelter. 

- Achieve additioaal progress towards. adoption by municipalitiss of urbaniza- 
tion standards appropriate for low-incorrs shelter. 

- Lower by 30% the average real cost per family served under A.1.D.-supporhd 
progrpms . 



6. PROJECTS NPPORTING - OBJECTIVE 

Title 

Integrated Shelter and 
Urban Development Project 

Ecuador Low-Income 
Housing Project 

National Shelter Delivery 
System Project 

.Shelter Sector TA 

National Shelter Delivery 
System Project (Phase 2) 

New (N) or Type of LOP L/G 
Number 3qoinu (01 Fundinq ($0001 J& 

Obliaations 
Cum. thru FY FY 



N A R R A T I B  

This year the Mission and the GOE will conclude two major Housing Guaranty lo ans (HG-005 and HG-006). These - 
programs, vhich have been carried out by tha Ecuadorian Housing Bask, are providing new homes co more than 
9,500 low-income Ecuadorian families and credit for home fmprovements to another 6,500 families. In 
addition, these HG programs and their companion grants have assisted the GOE to improve institutional 
efficiency, financial policies and program design in the skelter sector. 

Both the Mission and the GOE realize& that the public sector could not by itself solve all the problems of 
insufficient and inadequate housing, Thus the Mission designed and approved the $30 million HG-007 program 
which has established a Fftancial Fund for Housing (FFH) within the Central Bank * f  Ecuador, designed to 
actively incorporate the private sector into the lox-income shelter delivery pr5.2~~. Several shelter 
projects within the parameters of the FFH are now under construction and many are near completion. These 
are being financed by commercial banks, savings and loans, credit unions and the Ecuadorian Housing Bank. 
Should all these projects be completed as planned, they will represent more than $54 million in new and 
improved stock affordable to low-income families. All conditions precedent to contracting a loan undsr the 
HG-007 program have now been met and we expect the GOE to contract the first $15 million ttanche under this 
program prior to June 30, 1988. Current expectations are that projects now mder devebopmeb.L.will exhmst 
that credit by mid-1989. 

The Mission is currently designing a $10-$20 miliian add-on to the HG-007 this fiscal year. This amendment 
will pliice more emphasis in home improvements and possibly other urban upgrading activities that will reach 
laager nuslabera ef low-inconre Ecuadorian families. The companion grant to the HG 007 program (Project 
518-0076) will provide funds to assist the Mission in this design effort and to initiate its policy dialogue 
with the xiau government on shelterhrba development issues. 

An in-house evaluation of HG-005 is planned this year to assasv project success and replicability and a 
s3elter and urban development sector assessment is cc.?templated for the second quarter of FY 89. 



Mor taage 
G Oblig Mortgage Plan Mortgage Plan Mortgage Plan Mortgage 
/ L.O.P. through at end FY 88 at end FY 89 at end FY 90 at end 

Ptoiect No. m d  Title - L Fundina FY 87 FY 87 Obliq FY 88 Obliq FY 89 Obliq FY 90 

518-0076 Shelter Sector T.A. G 1,500 226 1,274 337 937 437 500 500 0 

Pipeline - 

Obligations to date Expenditures to date Pipeline to date 
Proiect No. and Title Loan Grant Total Loan Grant Total Loan Grant Total 

518-0076 Shelter Sector 0 226 226 0 2 0 20 0 206 206 
Technical Assistance 
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C'BJECTIVE # 13: Increase Numbers a.ad Improve Effectiveness of Satticinant Traininq. 

1. COUNTRY DEVELOPMENT TRENDS INDICATORS 

None. 

2.  A.I.D. PROGRAM PERFORMANCE INDICATORS 

A. CLASP training (APSP/LAC 11) 

(i) TechiGcal (short-term) 

a. Male 
b. Female 

(ii) Academic (long-term) 

a.. Male 
b. Female 

B. Non-CLASP training (Bilateral) 

(i) Technical (short-term U.S.) 

a. Male 
b. Female 

. (ii) ~cademic (long-term U.S.) 

a. Male 
b. Female 

(iii) Third country training 

1986 
Actual 

30 

2 7 
3 

15 

11 
4 

65 

49 
16 

9 

5 
4 

19 

1987 
Pro: . Actual 

1988 
Proi . 

118 

7 3 
4 5 

8 

4 
4 

7 0 

4 8 
22 

4 

2 
2 

24 

?. 990 
Proi . 
109 

67 
4 2 

22 

13 
9 

50 

31 
19 

4 

2 
2 

2 3 



3. ACTUAL VSLPLANNED ACCOMPC-ISlDENTS IN FY 1987 AND EARLY 1988, AS IDENTIFIZD IN BLOCKS 5 AND 6 OF 
LAST YEAR'S ACTION PLAN 

Last year's Action Plan did not include planned policy or program accomplishments for FY 87 and early 
1988. Progress toward meeting pianned accomplishments is discussed in paragraph No. 7 below, Narrative. 

4. KEY POLICY DIALOGUE ACTIONS AND CONDITIONALITIES PLANNZD FOR BALANCE OF CURRENT FY AND ACTION PLAN PERIOD 

-Create bvareness among counterparts of the need to adequately train women who are 
actively and potentially involved in the development process. continuous 

-Convince authorities to use less expensive U.S. institutions to include HBCUs which 
provide hi3h quality instruction. continuous 

5 .  KEY PROJECT/PROGRAM ACCOMPLISHMENTS PLANNED FOR 3ALANCE OF CURSEN!C FY AND ACTION PLAN PERIOD 

Quarter/Year 

- Sign contract for in-country support for Andean Peace Scholarship project 3/88 

- APSP, LAC 1 1 8  and project-related training in accordance with CTP (Annex 12) 4/90 



6. PROJECTS SUPPORTING OBJECTIVE 

New (N) or Type of LOP L/G 
Title Number Onaoina (01 Funding ($0001 LC 

Andean Peace 
Scholarship Program 518-0067 0 D A 6,300 G 

ESF 334 G 

Participant Training ESR-58-012 N ESF (65) LC 

LAC Training 598-0640 0 D A (1,450) G 
Initiatives I1 Regional 

. * -  
. . "  

- a  - - 
. - 

Obliaations -9 

EY 
. - -  

E'Y Cum. Thru E'Y . . 
- .-- 

E'Y 1987 1968 1989 1990 2 . -  . , .  - . 
. . *  > 

. - 
: 7 .  .i 0 . - . - .- : ., e* = = 

1,050 1,950 2,100 1,200 , = 
> .  

- . _.i i = . . -- -- 334 - - . . 1 -- 2 -, ̂ - . 7 .  , , -. 



NARRATIVE 

The Mission has recently significantly revised the LAC/II targets provided in previous Country Training 
Plans to reflect current funding levels under the LAC/II project. Given the limited availability of 
LACIII funds to finance additional training, USAID/Ecuador is providing assistance through the Andean 
Peace Scholarship program as a means to improve U.S.-Ecuadorian relations as well as to strengthen 
democratic institutions in Ecuador. The Program had a slow start as administrative arrangements had to 
be defined. A contract for the administration of long-term training for the program regionally was 
signed in September 1987 but the Mission's inability to obligate funds because of 6204 provisions of 
the FAA has delayed execution of a contract for in-country support. The absence of such a contract has 
in turn delaye~ tho identification and processing of candidates, especially long-term scholars. While 
delays by the intermediary institution and the nomination of candidates who did not fit progrun 
criteria necessitated rescheduling the first group of trainees, 12 journalists did receive short-term 
training in February 1988 in which they were involved in covering the U.S. election process in the New 
Hampshire primaries. 

Eva1r;idtions of all participants under the Andean Peace Scholarship project, training esperiences and 
attitudes toward the U.S. will be conducted both pre-departure and z,'c their return. Yearly project 
evaluations will be conducted on a regional basis by AID/Washington. 



B. P r o g r a m  Summary ---------.------ 

1. S(JMMARY PROGRAM FUNDING TABLE - 
D o l l a r  P r o g r a m  by Func t i ona l  Qccount 

AGRICULTURE, RURAL DEV. & N U T R I T I O N  
--,-,,,-----,----,-,,,,,,,,,-------------== 

PD 8t S - 518-0(:)00.01 
NON TKADIT IONAL AG. EXPORTS - 518-0019 
RURAL TECHNOLOGY TRANSFER SYSTEM - 518-0052 
LAND T I T L I N G  - 518-0055' 
LAND TSTLING - 518-0059 
ANDEAN PEACE SCHOLAFi'SHIP F'ROGRGM - 518-0067 
f iGRICLlLTURAL RESEARCH AND EXTENSION - 518-0069 
SUSTAINABLE USES FOR F R A G I L E  LANDS - 518-0069 
SMALL FARM IRRIGf4TION OPG - 518-0074 

SUBTOTAL ----- ----- 
(Loan 

( G r a n t  

SUBTOTAL 
===== 

( L o a n )  
( G r a n t )  

HEALTH ------ ------ 
F'D $< S - 518-0000. 02 
ANDEAN PEACE SCHOLARSHIP PROGRFtM - 5 l8-N)67 
C H I L D  SURVIVAL - 518-0071 



I PROJECT T ITLE AND NUMRiR 

CHILD SURVIVkL 
===1========== 

F'D $1 S - cJia-(:)C.,(:)O.O6 
CHILD SURVIVAL - 5 18-007 1 

SUBTOTAL ----- ----..- 
(Loan) 

( G r a n t  

EDUCATI ON AND HUM4N RESOURCES 
__.. ---- ---- _-. I---- ---- -- ---------------- 
FIX) $1 S - 516-Q(:)C~J.04 
GSADUATE MRNAGEMENT PROGRAM - S l 8 - O O X i  
TECHNICYIL SKILLS DEVELOPMENT OPG - 5 38-0055 
NAHCGTI CS EDUCATION OPG - 5 18-0064 
ANDEAN PEACE SCHOLARSHIP PROGRAM - 518-0067 
EN'J I RONMENTAL EDUCGT I ON I I I OPG - 5 l8-(:)C~7? 

SUBTOTAL 
===== 

(Loan) 
(Grant  



2. Summary P r o j e c t  L is t  by O b j e c t i v e s  

O B S E C T T U E S  
PPOJECT TITLE RND NUMBER 1 2 3 4 5 6 7 8 9  10 11 12 13 1 4  15 

SPECIFIL OEVELOPMENT RCTIUITIES - 510-0004 
INTEGRRTEg RURRL HEflLTH DELIVERY SYSTEM - 518-0015 
NDN-TRRDITIONFL FlG. EXPORTS - 518-0019 
FORESTW & NflTUBRL RESOURCES CONSERVATION - 518-0023 
POPULRTION $ FRMILY PLRIJN1E.G - 518-0026 
RURt3L TECNOLOGY TRRNSFER SYSTEM - 510-0032 
STRENGTHENJNG COMMUNITY ORGRNIZRTIONS OPG - 518-0033 
GPRDURTE MRNAGEMENT PROGRAM - 518-0035 
PPOFESSIONAL OEVELOPMENT INSTITUTE OPG - 518-0041 
FISCRL RDMINISTRRTION DEVELOPMENT - 518-0092 
TECHNILWL TWIINING OPG - 518-0044 
SPECIAL EDUCffTION RESOURCES CENTER OPG - 518-0045 
PRIVHTE SECTOR DE?IECOP).lENT OPG - 518-0047 

I 
TECHNICRL TPG. FOR THE FINRNCIflL SE3TOR OPG - 516-0048 

CT: 
MflLF(RIt3 CONTROL PROGRAtl - 510-0019 

03 FIGRICULTG2FL SECTOR REORIENTATION - 518-0051 
I TECHNICRL SKILLS OEU. OPG - 518-0055 

SttflLL ENTERPRISE OEVELOPMENT - 518-0056 
SttRLL FRRMEE SLIPPQRT SERVICES OPG - 518-0057 
ECONOMIC STHBILIZETiON PROGRRM - 510-0058 
LRND TITLING - 510-0059 
PRIUHTE SECTOR HERLTH DELIVERY MODEL OPG - 518-0060 
CHILD, FAMILY & COMMUNITY DEUELOPIiENT OPG - 510-0061 
RGRICULTURRL EOUCRfiG't OPG - 518-0062 
NRRCUflCS EDUIXTION OPB - 518-0064 
POLICY RNRLYSIS RMO TRANSITION SUPPORT - 518-0065 
BINRTIOE(RL FOUNOATION - 519-0066 
RNDERN PERCE SCHOLHRSHIP PROGRFIM - 538-0067 
f?GRICIJLTUBRL RESERRCH AND EXTENSION - 518-0068 
SLlSTRItJRELE USES FOR FRRGILE LRNDS - 510-0069 
CHILO SUWlVFIL - 518-0071 
SMALL FRRM IRRIGRTION OP6 - 518-0074 
SHELTER SECTOR TECHNICAL ASSISTRNCE - 518-0076 
ECONOMIS STABILIZRTION PROGRflM 11 - 518-0078 
EHW?2ON?lENTAL-EOUCRTION 111 OPG - 516-0079 



QELL: Promotion of Structural Reforms Conaucive to 
Economic Growth 

Objective: Strengthen the Private Sector 

proiect Title: Bfnational Foundation for Cooperation and 
Development 

proiect Number: 518-0056 

project Fpndinq: ($090) FY 89: DA (G) $763 LOP $4,000 
ESF (6) local currency $1,000 
LOP $2,300 

F u n c ~  ' - 2  ---l 
AwbreL Account: Selectee?, Development Activities (SDA) 

Economtc Support Fund (ESP) 

Jlelationshi~ to A,I.D. Country ii~erateav/Obiective~: The 
Binational Foundation will be a private Ecuadorian entity. As a 
PVO, the Foundation will assist A.I.D. to design, fund, - 

implement, and/or monitor the implementstion of selected social 
and economic development activities in small and 
micro-enterprise development, agso-industrial development, 
health, rural potable water and technical skills training that 
are consistent with A.1.D." development strategy for Ecuador. 

The project will address one of thc three major programmatic 
goals of the USAID/Ecuador strategy, that of contributing to 
economic growth. Within this goal, a key objective is the 
strengthening of the private sector as a vehicle to consolidate 
a free enterprise, free market economic system. 

Pelationshi~ to Host Country and Other Donon: It is expected 
that A.I.D. will provide no more than 95% of the Foundation's 
initial costs. p he Government of Ecuador will make in-kind and 
cash contributions to this effort, including ESF local 
currency. Local and U.S. PVOs and Ecuador's private sector wil 
also contribute to the Foundation's activities. 

C-B~BCY and Bureau Pollcle~ L. 
. . : The project is in 

conformity with policies on private sector utilization. Gray 
Amendment considerations will be analyzed at the PID and PP 
levels. 



D. project Descri~tion: The purpose of the project is to establish 
a Binational Foundation for Cooperation and Development that 
wil1,foster technical, educational, economic and social 
development cooperation through activities with U.S. and 
Ecuadorian PVOs. 

- 
Ecuador has a large number uf private voluntary organizations 
with a tremendous potential for implementing development 
activities. However, this system lacks a sense of common 
purpose or a legal structure of its own, does not have 
specialized financing mechanisms, and needs institutional 
strengthening. The Foundation will attempt to cover these gaps 
and will work towards the establishment of a more cohesive PVO 
movement that is better equipped to serve the social and 
economic development needs of the country. The Foundation will 
also serve as a mechanism for providing A.I.D. assistance to the, 
PVO community in a variety of areas, thus diminishing the burden;,, 
on A.I.D.'s staff for numerous administrative and monitoring , ...;:! 
responsibilities. Through the financing of individual PVO : ! 

projects, the Foundation will foster the strengthening of local i t  
voluntary organizations, individually and collectively, and 
promote greater interaction with the U.S. PVO community. The 
following is an illustrative list of activities that will be 
undertaken by the Binational Foundation in order to meet its 
objectives: 

-- Assist lhcal PVOs and low income commnities throughout the 
country in financing discrete social iind economic 
development projects; 

-- provide technical assistance to local PVOs 5n areas such as 
organizational development, financial management and 
administrative procedures, project design and evaluation; 

-- - promote the creation of a National PVO Association; 

-- promote the development of "joint ventures" between U.S. and 
local PVOs to consolidate the process of technology transfer 
and "know-hown and to promote the nseful exchi:iry~ of 
experiences ," 

The implementing agency will be the Binational Foundation itself 
in close collaboration with U.S. ant! local PVOs. 

The obligation will be incurred through a cooperative agreement 
in accordance with procedures outlined in Handbook 13. 

E. Mission Manaaement: A USDH employee in the Program and Project 
Development Office will assume overall responsibility for 
project monitoring. This officer will supervise 1 FSN PSC and 
one institutional contract, 



pID and pP A ~ ~ x o v a l :  USAIDlEcuador requests Bureau concurrence 
and delegation of authority to the Mission Director to approve 
the PID and PP. 

P n m: Availability of ESF local currency for 
counterpart funding. - 

S.I,D./W TDY S U P P O ~ ~  for Proiect De -. velo~m,ent: None needed. 
[ :  

Estimated PID Appro vaa: January 31, 1989 ! ' 

PP Av~rovalr June 30, 1989 



QEd': Promotion of Structural Reforms Conducive to 
Economic Growth - 

Sbiective: Preserve and Manage Natural Resources 

m i e c t  Title: Sustainable Uses for Fragile Lands 

project Number: 518-0069 

Proiect Fundinq: ($000) N 89 DA (G) $1,65Q LOP $8,000 

Functional Account: Agriculture, Rural Development and 
Nutrition (ARDN) 

Pelationsnl~ to A.I.D. Cou 
. . ntrv Strateav/Ob v g ~ :  One of the 

objectives of USAID/Ecuador is to Improve the management and 
preservation of natural resources. The project will be the 
centerpiece of the effort to reach that objective. 

Relationshie to Host Countrv and Other Donors: The Council for 
National Development (CONADE) includes the problems of fragile 
lands as a constraint to national economic develapment. The 
project will support t3* intent of laws passed by the National 
Congress governing the ,:sr: of water and fcrests. The German, 
Dutch, Japanese and Unit::d Nations technical missions all are 
active in various natural resource-related projects. 

Conformance with Aaencv and B u r e , ~  Policie~ . . : A.I.D,'s strategic 
plan, Blue~rint for Development, states that the Agency is 
"concerned about assuring that development occurs in a.way that 
respects the long-term importance of land resources." Policy 
Determination Nos. 7 and 8, regarding forestry policy and 
programs and environmental and natural resource aspects of 
development assistance, reinforce the ~gency's commitment' to 
working toward the management and preservation of natural 
resources. The project will be implemented through private 
sector institutions. 

Proiect Descxietion: The project purpose i s  to im9rove the 
ability of E ~ u ~ ~ d o r i a n  private and public institutions to reverse 
the trend toward degradation of Ecuador's fragile lands. The 
project will include four components: 

(i) Policv Analvsis and Deve3opment - t a  improve the 
understanding of decisicn makers aad the Ecuadorian public 
regarding the interrelationships oi! policy decisions, and in 
particular the effect of natimal policy decisiol:.~, on 
fragile lands. 



(ii) Research - to improve the capacity of the Ecuadorian 
research system to undertake relevant research on problems 
of fragile lands. 

(iii) Public Education - to improve the understanding of Fragile 
lands problems and solutions among key components of the 
Ecuadorian public. 

(iv) Fiela Demonstrations - to provide a base of reliable, 
field-tested information about problems and solutions for 
fragile lands. 

Activities 

Policy studies 
Policy seminars 
New laws drafted 

Research projects 30 

Newspsper articles 
Television shows 
Books 

Lowland Amazon on-farm demonstrations 1,000 
Highland on-farm field demonstrations 1,000 
Arid coast on-farm field demonstrations 1,000 

National parks with adequate protection and 
public education systems 3 

Implementins Asencies: The lead implementing agency will be a 
competitively selected international or national organization, 
involved in natural resources management. Implementing agencies 
for various subprojects will be private national organizations 
that have already proven themselves successful in implementing 
various natural resource management activities. It is proposed 
that the project build on existing successful experiences to 
avoid implementation problems and to more easily achieve the aim 
of establishing interconnections that are necessary to solve the 
problems of fragile lands on a significant scale. 

pethod of ~bliaation: A cooperative agreement with an 
appropriate international or national institution. 

E. Missi~n Manaaement: A USDH employee in the Agriculture and 
Rural Development Office will assune overall responsibility for 
project monitoring. This officer will supervise the execution 
of the single cooperative agreement which will provide the funds 
and administration to implement the project in collaboration 
with several Ecuadorian institutions. 



PID and PP A~vroval: The PJD will be approved by AID/W. 
USAID/Ecuador will request Bureau concurrence and delegation of 
authority to the Mission Director to approve the PP. 

mtential Issues: 

-Appropriateness of the mechanism of a cooperative agreement for 
project management. 

-sustainability of project given private sector focus. 

A.I.D./W TDY Su~vort for Project Develovment: 1 month-Ecologist. 

Estimated PID Auvroval: May 1988 
PP Av~roval: January 1989 



FY 90 Proiect Amendment 

&Gd: Wider Sharing of the Benefits of Growth 

Dbiective: Improve Housing 

Proiect Title: National Shelter Delivery Systems - Grant 
Component 

ect Number: 518-0076 

Proiect Fundinq: ($000) FY 90 DA (G) $500 LOP $1,500 

onal Account: Selected Development Activities (SDA) 

Relationship t~ A.I.D. Countrv Strateav/Obiectives: The current 
Country Development Strategy Statement states that the Mission's 
housing sector strategy is to expand the supply of low cost 
shelter solutions in both urban and rural areas through policy 
dialogue, technological innovations and research, and 
institutional development activities. This project, and the 
proposed amendment, support this strategy by providing funds for 
studies that will stimulate policy dialogue on financial 
policies, such as interest rate structures, municipal norms and 
standards and broader urban development issues. In addition, it 
will promote institutional development in the housing sector by 
providing training to managers and staff of financial 
institutions in areas such as portfolio management and 
collections. 

Pelationshi~ to Host Country and Other Donors: The Government 
of Ecuador is providing at least $17.5 million in counterpart 
financing to the HG-007 Program. Other donors in the 
housing/urban sector include the World Bank, which has just 
spproved a large loan for low-income urban housing, and the IDB . 
which is considering a large loan for neighborho~d 
infrastructure. 

Conformance with Aaencv and Bureau Policies: The project seeks 
to stimulate private sector involvement in shelter and service 
delivery for low-income families. 

Project D e s c r i ~ w :  Both the existing grant and the proposed 
amendment will provide technical assistance and training for 
institutions participating in the National Shelter and Delivery 
System project (No. 518-HG-007). The objectives of this 



companion grant for technical assistance and training include 
increased private sector participation in shelter and service 
delivery for low-income families; more effective mechanisms for 
financing shelter improvements; and improved inter-institutional 
coordination in shelter and urban development. - 

The major components of this program are: 

- Long-term technical assistance for program coordination; 
- Short-term technical assistance for: 
--the development of strategies that will better taraet the 

use of GOE funds and increase private sector capit&l 
mobilization for shelter and services for low income 
families, 

--the formulation of urban development policies, with 
particular emphasis on increasing the availability of 
and services to low income groups, 

land 

--the improvement of coordination among institutions th at are 
directly responsible for the provision of urban services to 
low income families, 

--training and seminars for managers and technical staff of 
participating institutions in areas such as portfolio 
management, collections, the effects of subsidies, and other 
fundamental shelter and urban development sector concerns, 
and 

--studies in such areas as finance, production inefficiencies 
and urban development. 

Implementina Aaencv: The Central Bank of Ecuador 

Method of Obliaation: Bilateral grant agreement in accordance 
with procedures outlined in Handbook 3. 

Mission Manaaement: The project will require 1/4 time 
management by a USDH in the Mission's Urban Development and 
Housing ( W H )  Office. 

PID and PP a~vroval: USAID/Ecuador requests Bureau concurrence 
and delegation of authority to the Mission Director to approve 
PP amendment 

Potential Issues: None 

A,I.D./W TDY S u m o  rt fo r Proiect De velovment: None 

Estimated FP Amendment Approval: March, 1990 



2. Food AID 

Although there are no food aid proposals presently under 
consideration beyond the FY 88 Food For Progress program 8 

expenditures of local ciirrencies generated in FYs 85-88 will 
extend into FY 90. Under Section 416 and Title I1 programs 
approved for FYs 86-87, wheat and non-fat dry milk (NFDM) have 
been monetized and the resulting local currencies (LC) earmarked 
for uses related to agricultural and dairy development 
activities and policy reform. The Food For Progress Program for 
FY 88 has been approved and will provide approximately US$5.34 
million in LC to support private sector reforms begun under the 
current government. Upon GOE request, new food aid proposals 
may be considered. An average of $7.0 million in LC will be 
disbursed annually through FY 90 in support of the agriculture 
and rural development portfolio. 

A. g 1  1 i n h i  : The LC program 
is an integral part of the Mission's development strategy. 
Although the LC program contributes to other areas, it has 
been especially critical to activities supporting the 
objectives of increased and sustained agricultural 
productivity, promotion of agro-industries and, access to 
improved technology among the rural poor. At a time of 
reduced A.1.D budgets and fiscal constraints on the GOE due 
to low oil prices and high debt payments, these funds have 
become essential for an effective A.I.D. program in Ecuador. 

B. Country Food Situation: Ecuador is a net expclrter of 
agricultural and food products. The vast majority of its 
exports, such as bananas, cacao, coffee, and shrimp, do not 
compete with U.S. agriculture. Ecuador is a deficit 
producer of a few major products, of which wheat is the 
most important in terms of volume and value. :The country 
produces only about 5 percent of its wheat needs and 
imports the remainder from the U.S. i4 few ot+er products, 
such as barley and NFDM, have been' imported f qirly 
regularly, although the country is becoming self-sufficient 
in these products. Other products are exporte!d some years 
and/or imported in others depending on such factors as the 
weather. Ecuador has generally depended on cc~mrnercial 
imports; however, an increased dependence on c:ommercial 
food imports would, without the suppoxt of food aid, limit 
the availability of foreign exchange for other essential 
imports. 



Wheat is the main commodity imported under Section 416 and 
Sugar Quota Compensation programs. The wheat is milled 
into flour for production of bread, noodles and similar 
products. The wheat is sold directly to the millers, who 
handle all in-country transportation, storage and 
processing. Imported NFDM is used for reconstitution into 
liquid milk and for use in food manufacturing processes. 
The reconstituted milk is sold to dairy processing plants. 

- - 

The NFDM portion used in manufacturing food products is 
sold directly to the manufacturers who then transport, 

L 

store and process the product. 

C. pro~osed Food Assistance Levels: A funding level of 
US$5.34 million (60,000 MTs of sorghum) has been approv ed 
for FY 88 under the Food for Progress Act, which uses food 
aid as a reward and incentive for countries thak have 
undertaken significant agricultural policy reforms to 
enhance market operations and the role of the private 
sector. Specifically, the LC generations will be used to 
support an agricultural policy and institutional framework 
which provides the environment for the private sector to 
increase productivity, production and incomes. 

An important justification for a food aid program is the 
need to alleviate pressure on foreign exchange through the 
importation of donated wheat, NFDM, soybean oil and sorghum. 

Substantially larger quantities of local currency could be 
used effectively fur agricultural and other development 
efforts. Food aid proposals need be structured -- as in 
the past -- to ensure that no disincentives to local 
production occur. 

potential Disincentive Effects on Local Production: Food 
aid shipments do not create a significant disincentive to 
local production. Ecuador's wheat production meets only 
about five percent of domestic consumption needs, and that 
production is protected by a series of government 
administrative actions. 

Milk shipments could cause disincentives to dairy 
production if they are distributed in such a way as to 
compete directly with domestically produced milk. However, 
the quantities and proposed uses of these shipments will 
minimize such effects. 

E. Current Host Countrv Food Policies/Reform~: The GOE has 
carried out a number of significant reforms in both 
agricultural and non-agricultural sectors of the economy. 
These reforms have been designed to enhance the role of a 



market-oriented economy, Most price supports for important 
farm products were maintained at 1984-85 levels during the 
transition period to a free-market economy. Tmport 
restrictions were relaxed to permit the importation of farm 
inputs and capital items such as seeds, chemicals, 
fertilizers and farm equipment. The National Development - 
Bank (BNF) credit system has been expanded and improved. 
The marketing system for agricultural products is being 
modernized to encourage the private sector to play a 

L 

greater role in the economy. An agricultural commodities 
exchange was established in April 1986 to allow market 
forces to operate in the establishment of agricultural 
prices. At the same time, a market news system has been 
developed to provide private sector sellers and buyers with 
information. Finally, agricultural research, education and 
extension systems are being improved to support the 
strengthening of a systematic process of research 
(development/adaptation of appropriate technologies), 
dissemination of information, and training of agricultural 
technicians in support of small and medium-sized farmers. 

The Mission will further analyze the impact of more recent 
(February/March 1988) economic measures, particularly in 
the area of foreign exchange, as discussed in Part I above, 
in order to assess their impact in the agricultural sector, 

F. pL-480 Title 11 and Section 416 Proar ,a2kdt% ? -  <'stance L, 
$1 ( 1 '  , , 

(1) PL 480 Title 11 - - netized Prwm:,il; Under- the FY 86 I]'" 

PL-480 Title I1 program, the equivalpnt of approximately 
US$800,000 in local currency will bgj)ireceived in FYs 88-89 
from monetization of 2,500 MTs of starkhiid grade NFIlM for 
development of an internally produced, high quality calf 
milk replacer. This program will increase dairy producers' 
incomes by allowing them to sell commencially fresh milk 
currently fed to calves. It will also benefit consumers by 
increasing the amount of fresh milk available in the market 
place for human consumption. 

Five hundred MTs of the NFDM will be sold and donated to 
COORSA, an agricultural services cooper,ative, which will 
use the proceeds from the sales to finance institutional 
development. The remaining 2,000 MTs will be sold by 
COORSA and the proceeds deposited in the general PL-480 
food aid program account to fund agricultural and dairy 
production and development programs. These activities will . 
include dairy production and marketing improvements to 



enhance milk quality, dairy technology development, 
adaptation and transfer. A line of credit to low-income 
eairy farmers may also be established. Since the PL-480 
Title I1 program is in its formative stage, it is still too 
early to estimate the number of beneficiaries to be served 
by this program. 

Section 416 Proaram: Under the FY 87 Section 416 Program, 
the equivalent of approximately $6.885 million in LC will 
be received in FY $8. The LC proceeds from the sale of the 
1,088 MTs of NFDM will be utilized to improve milk delivery 
systems for low-income groups. The funds generated from 
the sale of the 28,200 MTs of wheat will be employed in 
A.I.D. agricultural development projects, including land 
titling, crop diversification and agricultural research, 
extension and education. 

Bmeraencv Food Proaram: A PL-480 Title 11, Section 202 
Emergency Food Program was signed on June 18, 1987. Funds 
generated from the sale of the 8,500 MTs of soybean oil 
(approximately US$4.5 million) are being used to support 
development activities in the eastern lowland area affected 
by the March 5, 1987 earthquake. Earthquake reconstruction 
projects include cattle repopulation and improvement, 
construction of agricultural storage facilities, and low 
cost housing. 

(2) Food For Proaress Proaram: A donation of 60,000 MTs of 
sorghum (valued at approximately US$5.340 million) has been 
a'pproved under the FY 88 Food for Progress program. The 
most important activities to be undertaken with Food for 
Progress local currency generations will be those aimed at 
institutionalizing the reforms begun under the current 
government. These reforms include freer importation of 
agricultural inputs and strengthening the agricultural 
commodity exchange system. 

Mission Manaaement Arranaements for Food Assistance: The USAID 
continued to manage on an interim basis the day-to-day 
operation of the PL-480 Program through an Implementation 
Secretariat, due to GOE's reluctance to take on the 
administrative responsibilities of the program. However, 
negotiations with the GOE to transfer the Implementation 
Secretariat to the National Development Bank (a government 
institution) were concluded in March 1988. Once the transfer 
is completed by April, AID'S management role vis-a-vis the food 
aid program will become more supervisory and coordinative in 
nature. 



I. FL-480 Title XI Food for Peace 

The current PL-48Q Title I1 program, which is implemented 
through Catholic Relief Services (CRS) and the National 4 

Secretariat of Social Promotion of the Catholic Church (SENAPS), 
is in the fourth year of a five-year (FYs85-89) phase-out. The 
purpose of the program is to provide free food supplemenf:,~ to . 
improve the nutritional status of lower-income children and 
mothers and to increase the capacity of the communities to 
obtain and provide adequate food supplies on an ongoing basis. 
The program reaches approximately 27,250 beneficiaries as 
follows: school feeding, L0,OOO; other child, 10,000; 
maternal/child health, 4,000; and food for work, 3,250. The 
program provides food commodities with an estimated value of 
$416,000 in FY 80 and planned value of $468,000 in FY 89. There 
is no monetary component, 

In the next sevsral months, CRS will propose a three-year 
extension of the phase-out to provide a transition period in 
which CRS can work with the beneficiaries so they can become 
more self-sufficient food providers. CRS feels that the 
economic situation of the beneficiaries has not yet improved 
adequately and that further assistance is necessary. It is not 
yet known what levels of food assistance will be requested by 
CRS for the extension of the phase-out. 

CRS and SENAPS appear to have adequate resources tc administer 
the program. However, in FY 87, an AID-supported audit of the 
program found numerous problems with program inrplementation and 
monitoring. In response to the audit recommendations, CRS has 
developed an overall plan and taken necessary actions to improve 
program administration. 

The economic and political setting plays an important role in 
the consideration of any extension of the current program. The 
overall economic situation in Ecuador is not promising. 
Furthermore, it is unlikely, in the short-term, that those who 
benefit from the feeding program will have access to resources 
that would provide a means to acquire alternative sources of 
food. Thus, program termination could cause extra hardship on 
those currently benefitting from the program. It is also likely 
that the new government will give higher priority to nutrition 
feeding programs, especially given the results of the recent 
National Nutrition Survey which indicates higher than expected 
levels of infant and child malnutrition. 



In its review of the phase-out extension, the Mission will 
consider the following factors: 

Are there alternative food supplies for the 25,000 
beneficiaries who will be receiving Title 11- foods at the 
end of FY 89 when the program is currently scheduled to end? 
Are the intended beneficiaries being reached by the 
program? Do the food supplements make a difference in the 
nutrition and health of the targeted beneficiaries? 
Do CRS and SENAPS have the capacity to establish greater 
self-sufficiency among the beneficiaries if the phase-out 
were extended? 
Does AID have sufficient human resources to adequately 
monitor the program? 
Does the proposed extension fit into the Mission's Child , ' 

Survival Strategy? 



The Mission has carefully reviewed recent worldwide guidance on 
local currency management and has determined that it is in full 
compliance with Agency guidance. 

Specifically, documentation for both ESF and PL-480 programs 
makes it clear that (a) ownership of local currencies lies with 
the GOE and not AID; (b) all uses of host country-owned local 
currency are jointly programmed, with decisions on the use of 
funds made in writing between A.I.D. and the GOE; (c) funds made 
available to A.I.D. through a trust fund agreement are limited 
to operating expenses (except for a limited scope PL-480 trust 
fund to cover contract personnel and audit review costs of the 
Program's Implementation Secretariat, which is currently being 
phased out); and (d) appropriate financial accounting and 
reporting requirements have been established. 

Local currency management under both the ESF and Food Aid 
programs continues to consume considerable Mission management 
time. This situation is expected to improve now that the Food 
Aid Implementation Secretariat is being transferred from A.I.D. 
to the National Development Bank. A.I.D.'s role will then be 
supervisory in nature. Under the ESF program, a similar 
transfer of responsibilities from a semi-independent 
implementation unit to the Ministry of Finance's Public Credit 
Subsecretariat in mid-1987 has significantly reduced the role of 
A.I.D. in programming and management of local currencies. 
Delays in adequately staffing the Ministry of Finance section 
responsible for the program, however, have resulted in a more 
intensive oversight role for A.I.D. than planned. It is 
expected that A.I.D.'s role will diminish further over the 
coming year. 
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4. Women in Develo~ment (WID) 

In Ecuador's marginal rural and urban areas, women continue to 
confront social and economic constraints that- severe12 limit 
their ability to participate in and benefit from the fruits of 
development. Such constraints, among others are: 
--Lack of education 
--Malnutrition, particularly maternal malnutrition 
--Lack of adequate health services 
--Poor access to guidance rbgarding birth spacing and other 

family planning techniques 
--Lack of adequately remunerated employment opportunities 

USAID/Ecuador9s strategy to address the problems confronting 
women and attempts to bring them into the mainstream of social 
and economic development is to integrate women's cwcerns into 
overall program/project objactives, rather than approach such 
concerns separately segregating women from the social, cultural 
and economic context in which they live. 

In this context, the Mission will continue to seek improvement 
and expansion of social services, information and trainina to 
better equip women to obtain employment. To do so, the Mission 
is investigating gender factors under several projects including 
Housing, Small Enterprise Development, Land Titling, Child 
Survival, and Family Planning. For example, under the 
Population and Family Planning Project (518-0026), a local 
family planning PVO has produced two excellent reports on the 
situation of women in Ecuador entitled "Ecuador: Statistical 
Comperidium on Womenu and "Women, Employment and Fertility in 
Ecua4or," These reports are providing the neczssary programming 
tool& to strengthen our WID strategy and thus improve the actual 
social and economic development impact on women under our 
specific program interventions. 

The overall Mission strategy includes project level activities, 
such as those mentioned above, in areas where women have 
traditionally demonstrated the greatest potential to,improve 
their well-being. For example, our Family Planning, Child 
Survival, and Integrated Health Delivery projects are providing 
women with social services and information to improve their 
nutrition, sanitation and family planning practices to better 
prepare them to gain employment. The Housing and Urban 
Development program has made significant progress in providing 
shelter and related infrastructure to women. 



Projects en Small Enterprise Development, Child Survival, and 
Microenterprise Devklopment are contributing to the tr~ining of 
women in different skills and providing them with employment 
opportunities and vith credit to carry out productive activities. 

Some of the specific results can be summarized as follows: - 

. --- Under the Population and Family Planning project, more than 
180,000 women have gained reproductive choice, receiving 
:contraceptives from public and private family planning clinics 
supported by the project. More than half of the service 
providers are women who have been trained by the project. 

--!Under the Rural Water Supply component of the Integrated Rural 
,Health project, the installation of 25,000 water taps on rural 
, people's property next to their homes has freed womn from the 
'traditional burden {of fetching waQr so their time can be used 
more productively. 

-- Through the Child Survival project, 4,000 nurses, nurse 
midwives, and nurses' aides are receiving training. 
Furthermore, 1.5 millim women are being educated through mass 
media programs about (1) how to improve care for their infants 
and children, (2) the importance of breastfeeding and 
imxrrunize~ion, and ( 3 )  how to treat diarrhea and rehydratia 
through the use of oral rehydration salts. 

-- Under the Housing and Urban Development Programs8 the following 
are the number of mortgages and home improvement loans the 
Housing Bank has issued directly to women under HG-005 and 
HG-006: 

MORTGAGES TO TOTAL HOME IMPROVEmNT TOTAL HOME 
WOMEN MORTGAGPS LOANS TO WOMEN I M P R O Y ! R T  

LOANS ' 

Mortgages to women represent 3 8 . 3 %  of all mortgage loans. Loans 
to women for home improvement represent 29.5% of all loans of this 
type. As for beneficiaries in general, under these two HC 

8 z  programs womn represent 35.4% of the total. 
F 
Y 
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-- In ,three years 0f operations under two Microenterprise 
Development OPGs, 7,000 loans have been ~ a d e  to 
micro-enterpreneurs, of which more than one third are women. 

- 
The Mission will continue to seek opportunities to expand on the 
impact of its program on women. The agriculture, housing, small 
enterprise and microenterprise sectors continue to b~ particularly 
propitious for the successful implementation of the Mission's WID 
strategy. The Andean Peace Scholarship Program (APSP) also 
represents both a challenge and an opportunity to expand the 
participation of women in the development process. It is 
anticipated that at least 40% of the beneficiaries under the APSP 
will be women. 
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PART 111. MANAGEMENT 

A. Manasement Stratesv 

Summar-7. The Mission has made significant progress in 
addressing the serious management problems that Confroiited us at 
this time last year. Major improvements in our financial 
management procedures have been made, our internal organization 
and operating style have been modified to better reflect our 
capabilities and a proper relationship with our Ecuadorian 
counterparts, and staff training has received priority 
attention. The Inspector General has closed almost all of the 
recommendations contained in the five audit reports issued in 
July 1987 on various program and financial management 
deficiencies. At the same tine, the Mission has completed 
action on all of the 44 management problems identified between 
mid-1986 and April 1987. Additional USDH positions have been 
established and all should be filled by May. Our staffing has 
been stabilized at a level below that projected in last year's 
Action Plan. 

The most critical management issue facing the Mission is our 
Operating Expense (OE) situation for FY 89 and beyond. In FYs 
87 and 88, approximately 35% of our operating budget was covered 
with local currency trust funds generated by our ESF program. 
The elimination of ESF in FY 88, and the proposed 1.evels for FY 
1989, mean that we can no longer count on the avaj.i.ability of 
trust funds for our operating budget. Consequently, we project 
that we will need an FY 89 dollar OE Budget Allowance of 
$1,115,300 higher than our E'Y 88 level. 

.Financial Manauement Im~rovements. A complete overhaul of the 
Mission's financial management procedures and capabilities has 
taken place over the past 18 months. All of the severe. 
deficiencies described in the various audit reports and 
management assessments conducted during the past two years have 
been resolved. We are now able to focus increased attention on 
improving the efficiency of our financial operations. For 
example, a computerized tracking system for vouchers and other 
documents has been installed and efforts are being directed to 
reduce our voucher processing time. Our financial analysis 
section has been strengthened and the Controller's Office is 
more directly involved in project design, implementation 
monitoring, and the analysis of counterpart organizati,ons' 
financial management capabilities. Financial reporting is 
vastly improved, all our OE and project accounts are on MACS, 
and quarterly meetings take place between the Controller's 
Office and each project officer to review accrued expenditures 
and other project financial management issues. A comprehensive 



vulnerability assessment was completed with assistance from 
Price Waterhouse in Decamber 1987 and we have developed a 
time-phased plan for addressing the internal control weaknesses 
identified. Most corrective actions are scheduled to be 
completed by March 31; all will be addressed by June 30, 1988. 

- 
Internal Mission Orsanization and Oueratina Style. Six new USDH 
positions have been created during the past year: Deputy 
Controller, Regional Legal Advisor, Regional Contracting 
Officer, Private Sector Officer, Deputy Health Officer and 
Deputy General Development Officer. One USDH position (Program 
Economist) will be eliminated with the departure of the 
incumbent, who will be replaced by an Ecuadorian professional. 
All of these positions will be filled by May 1988. 

The Mission implemented an internal reorganization, combining * '  
the Program and Development Resources offices into a new Program 
and Project Development (PPD) Office and combining the General, 
Development and Private Sector offices. This reorganization has 
improved integration of staff functions and of our private 
enterprise promotion and management and technical skills 
training programs. In addition, based on a thorough review oft 
staffing requirements in each division, we have limited the 
establishment of new positions and reduced the total number of i 
staff in USAID/Ecuador from 151 projected in last year's Action 
Plan to 142 at the end of FY 1988. (The decrease is greater 
than indicated by these numbers, since last year's Action Plan 
included only our OE-funded xorkforce, while this year's levels 
include PD&S and project-funded staff. Using comparable 
figures, our reduction has been from 151 to 133.). We have 
committed ourselves to not exceed this staffing level. (These 
figures do not include RHUDO/SA, which was recently transferred 
to Quito from Panama, which is managed as a separate entity) 

While remaining responsive to Ecuadorian initiatives, we have 
gradually modified our operating style more realistically to 
reflect our capabilities and the proper. relationship that should 
exist between a donor agency and its counterparts. For example, 
primary management responsibility for ESF and food aid local 
currencies has been shifted to the GOE, while we have maintained 
our involvement in programming decisions and oversight. 

We have greatly reduced the num5er of projects in our portfolio, 
particularly small letter grant agreements funded with PD&S 
funds, and limited new project starts. From late 1986 to the 
present, 
active DA and ESF projects were reduced from 40 to 34; PDbS 
"projects" have been slashed from 51 to 6. We expect this trend 
to continue as many current projects close out over the next 
year. Only 4 new projects were started in FY 1987; 4 will begin 



in FY 1988, 2 are planned for FY 1989 and none are being 
proposed at this time for 1990. New project designs will place 
emphasis on implementation arrangements that minimize the 
Mission's management responsibilities. We also are exploring 
ways to use buy-ins to centrally-funded projects and PVO 
matching grants to fund priority activities in Ecuador with less 
day-to-day involvement of our technical and financial management 
staff . 
Staff Traininu and Intearation. Our primary focus to date has 
been on training the Controller's staff in improved financial 
management procedures. In May 1988, we will host a Project 
Implementation Course for our staff. We plan to use this course 
to strengthen further the collaborative working relationships 
between various Mission offices. We have requested that the 
regional Management Skills course be held in Quito in early FY 
1989, allowing us to place ten of our staff in that course. In 
addition, we are considering local training opportunities, 
primarily for Ecuadorian support staff. We have kept staff 
training a priority in our operating budgets. As a further 
attempt to fester Mission cohesiveness and participation, we 
have organized two staff retreats - the first in December 1987 
in preparation for this Action Plan, and the second in March . 
1988 to prepare for the CDSS. Staff meetings are regularly 
scheduled and broad participation encouraged. 

critical Manaaement I q ~ u e s .  The absence of Trust Funds to 
support our operating budgets beyond FY 1988 is a serious threat 
to our ability to carry out our programs in the future. 
Although we are projecting only a 149 increase in overall OE 
requirements from FY 1988 to EY 1989 (from $2,629,800 to 
$3,015,300), our FY 1989 budget represents a U. S. dollar 
increase of $1,115,300 over our FY 1988 U. S. dollar budget 
allowance of $1,75O,OQO (our EY 1990 budget of $3,418,200 
represents a U. S. dollar budget allowance increase of 
$1,668,200 over our FY 1988 level). 

The Mission has made a concerted effort to budget for minimal 
expenditures in the out years, which is reflected in our FYs 
1989 and 1990 budgets. The overall Mission OE requirements as 
budgeted indicate an increase of $385,500 (14%) from EY 1988 to 
N 1989. On the surface this appears to be a substantial 
increase, but in reality, this entire increase can be attribut~3 
to local personnel and the exchange rate applied to the related 
costs. 

In FX 1988 the Mission was able to obligate personal services 
contracts and our manpower contract (which provides for the 
majority of our local employees) at an extremely favorable, and 
passibly unrealistic, exchange rote of sucres 370 to one U. S. 
dollar.. For fiscal years 1989 and 1990 we have applied the 



November 2, 1987 exchange rate of sucres 240 to one U. S. dollar 
to our current sucre personnel costs, plus a 10% estimated wage 
increase. Although the exchange rate may be more favorable in 
FYs 1989 and 1990 than the November 2, 1987 rate, it is highly 
likely that we will not be able to take advantage of an exchange 
rate windfall such as the one we experienced in early FY 1988. 
Our FY 1987 actual costs, which included $667,800 for local 
personnel, is a strong indicator that our budgeted increases for 
FYs 89 and 90 are realistic. 

We have projected an overall Mission OE requirement increase of 
$402,900 from FY 89 to FY 90. This increase is primarily 
attributed to a 10% projected cost increase for local personnel 
(approximately $100,000), post assignments budgeted at $99,500 
while none were budgeted in FY 1989, home leave costs budgeted 
at $53,600 over the FY 1989 requirements, and a $54,500 (10%) 
fixed increase in the cost of office rental. 

Currently, we are pacing our expenditures in an attempt to 
preserve some our our current trust funds for FY 89 use. 
Assuming we get $650,000 in ESF local currency Trust Funds 
during the third quarter of FY 88 (from a $6.5 million ESF 
obligation in late FY 87), we plan to carry over in trust funds 
into our FY 89 budget. However, this will depend on the 
continued favorable devaluation of the sucre to the dollar when 
compared to local inflation. (As ~f this writing, the $6.5 
million in FY 87 ESF had not been disbursed to the GOE for a 
variety of technical and programmative issues unless these are 
quickly resolved the Mission faces an FY 88 OE short fall of 
$5OO,OOO. 

Given the substantial increase in U. S. dollar funding which the 
Mission will require in FY 1989, we would appreciate 
consideration for any fall-out money which might become 
available later in this fiscal year. Additional funding over 
our current $1,750,000 FY 1988 level would allow us to 
accelerate the essential NXP procurement currently planned for 
FY 1989, and could reduce our FY 1989 requirements by as much as 
$203,600. 

Policv, Procedural. and Administrative Im~rovements from AID/W. 
The Mission supports the LAC guidelines on PD&S use and expects 
no problems implementing them. In other areas, we think the 
following improvements would greatly facilitate the efficiency 
of our operations: 

-- Guidelines for the management of local currency resources, 
currently under consideration in LAC, should not treat these 
resources as if they were appropriated funds. Such treatment 
is inappropriate, since these currencies are legally owned by 



the host country. In addition, would result in the practical 
impossibility of implementing effective local currency 
programs with current AID staff resources, creating the 
potential for a new wave of critical audit findings as 
Missions find themselves unable to live up to these 
requirements. We believe that A.I.D.@s management 
responsibilities over local currencies can be satisfactorily 
met by direct involvement in the programming and ex-post 
monitoring and auditing of local currency activities only, 
with maximum reliance on host country regulations and 
management for day-to-day implementation. 

-- LAC should re-examine the amount of Washington and Mission 
time that annually is devoted to internal documents, 
especially the Congressional Presentation/Notification and 
Action Plan processes. While we recognize that some changes 
have been made in the CN process this year for most 
countries, USAID/Ecuadores workload has actually increased as 
a result of the restrictions in the FY 1988 legislation. . 
Further liberalization of CP/CN requirements should be 
sought. The feasibility of preparing Action Plans only every 
two years for west countries should be seriously considered. 
In these times c f  tight operating budgets and scarce human 
resources, the Bureau should consider further ways to reduce 
the workload invoived in Action Plan preparation. 

-- The Mission is exploring ways to buy in more regularly to 
centrally-funded projects and PVO matching grants. This will 
allow us to economize on project design, contracting, and 
processing of payments, as well as to link Ecuador with 
similar activities carried out in other parts of the world. 
We believe it would be beneficial to examine at the LAC and 
S&T/FVA level whether there are alternatives to PDLS and 
on-going project funding for such buy-ins, e.g., including 
line-items in our OYB for these projects without the 
requirement for other project d~!.:~trnl~:mtation (PPs, CNs, 
etc.). The recent experience with A.I.D. programs i~ 
advanced developing countries could provide some useful 
approaches on this issue. 

-- An LAC requirement that has consistently delayed the 
implementation of our programs is the need for Bureau 
management approval of cooperative agreements or grants 
awarded on the basis of other than full competition. One 
case last year required three months for Bureau approval; 
another recent request requirsd almost two months. We 
believe the present requirement is out of line with other 
delegations of authority to Missions, and strongly recommend 
that- 
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C. Oper'ittitg Expenses 
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D. gvaluation Plan 

The Mission will carry out during FYs 89-90 a total of five 
evaluations and two sector assessments. 

The main objective of the formative, mid-term evaluations will 
be the identification of progress made toward achieving program 
objectives, particularly in the areas of health and child 
survival, agricultural development, export promotian and family 
planning. More specifically, these evaluations will identify 
progress in institution building, policy dialogue, technology 
transfer and private sector participation. The Evaluation Plan 
reflects the Mission's strategy of examining project-level 
activities in relation to the long-term program goals and 
objectives established in Parts I and I1 of the Action Plan. 
Projects will be evaluated in relation to their success in 
reaching target performance indicators included in each' 
objective description form. 

The final impact evaluation will examine: 1) the achievement of 
institution building objectives; and 2) the achievement of 
project purpose. 

The two sector assessments will look into multi-project impact 
aspects of interventions in housing and urban development and in 
technical skills training. Lessons learned will be utilized in 
improving ongoing projects and in planning for future 
activities. Also, Ecuador has been selected as a target country 
for an AID/W sponsored cross-cutting evaluation of 
non-tradjtional agricultural exports projects. 

In October 1987, a Regional Evaluation Workshop was held in 
Quito and ten members of the Mission staff were in attendance. 
This core group of participants has held follow-up meetings 
which led to a set of recommsndations to Mission management on 
how the evaluation process could be improved. As a result, an 
Evaluation Task Force has been formed and a Mission Order on 
evaluation guidelines is being developed. The Evaluation Plan, 
described on the following pages reflects certain initial 
improvements, namely the reduction in the overall number of 
evaluations to be conducted, a greater focus on cross-cutting 
evaluations and scopes of work which center around key 
management decisions which must be made. 



EVALUATION PLAN 

Project No. & Title Date Last FY 89 FY 90 Reasons/Issues 
Evaluation Start TO Start To 
Completed (Qtr . ) AIDIW (Qtr ) A I W W  

(Qtr. ) (Otto 

0023 Forestry Sector Development 11/86 2QFY89 3QFY89 

0051 Agricultural Sector 
Reorientation 

0064 Drug Information and 
Public Awareness 

0015 Integrated Rural Health- 6/84 4QEY89 NA N A 
Child Survival 

Final evaluation to 
determine project impact on 
low income groups. 

This is a mid-term 
evaluation, designed to: 
a) determine progress in 
the establishment of a 
policy analysis and 
formulation capability in 
the Ministry of 
Agriculture: and, b) 
measure the impact of 
agricultural sector 
policies on overall 
agricultural production. 

Final evaluation to assess 
achievement of project 
purpose and to identify 
possible fo1lcf.A-on 
activities. 

1QFY90 Final evaluat5on to measure 
impact of pzgject on infant 
and child mortality. 



EVALUATION PLAN 

Project No. & Title Date Last FY 89 FY 90 Reasons/Issues 
Evaluation Start TO Start To 
Completed (Qtr.) AID/W (Qtr.) AID/W . 

(Qtr. (Qtr- 

0026 Population and Family 4/86 4QrY89 NA HA 1QFY90 The formative evaluation 
Planning will focus on how effective 

the project has been in 
providing basic human needs 
through improved family 
planning services. The 
evaluation will look into 
progress toward increasing 
contraceptive use. 

Technical Skills Training NA 
Sector Assessment 

Housing and Urban 
Development Sector 
Assessment 

The objective of the 
assessment is to establish 
the impact of the various 
USAID OPG's in technical 
skills training on: 
a) the ability of low- 
income youths to access 
better remunerated 
employment; and, b) the 
quality of technical skills 
educational technology. 

I 

This housing sector 
assessment will help the 
Mission: a) measure the 
effectiveness of its invol- 
vement in the sector; and, 
b) obtain feedback which 
will enhance and refine its 
planning for further parti- 
cipatic- and involvement in 
low-income housing and ur- 
ban development activities. 



EVALUATION REPORT 

Planned Actual Update Reason/Issues 
FY86 FY87 FY88 

Project  No. and T i t l e  S t a r t  TO S t a r t  To S t a r t  To 
(Qtr.) AID/W ( Q t r . )  AID/W (Q t r . )  A I W Y  

(QZT. (Q t r .  ! (Qtr. 

0019 Non-Traditional 
Agricul tura l  Exports 

0023 Forestry an2 Natural  
Resources 

2QFY88 3QN88 The evaluation 
w i l l  - i den t i t y  
f ac to r s  which 
lead .  t o  
developing 
productive 
investments, 
measure impact 
of the  p ro j ec t  
and help the 
Mission 
formulate 
plans  fo r  a 
major p ro j ec t  
extension. 

Mid- te zm 
evaluation 
transmitted t o  

, AID/W on 
11/19/86 (O/DP 
86-374) 



EVALUATION REPORT 

Planned Actual Update Reason/Issues 

FY86 FY87 FYI8 
Project No. and Title start TO ?;tart To Start To 

(Qtr.) AID/W (~tr.) AID/H (Qtr.) AID/W 
(QRT.  1 (Qtr. (Qtr. 

0026 Population and Family 2QFY86 1QFY87 
Planning 

I 
d 
(rl 
d 0032 Rural Technology Transfer 
I Sys tern 

Evaluation of 
four 
sub-projects 
transmitted to 
AIDIW on 
10/15/86 (O/EP 
86-316) 

2QFY88 Mid-term 
evaluation 
took place in 
Dece!mber 
1987. The 
evaluation 
assessed the 
effectiveness 
of utilizing 
producer 
asdockations 
as a way to 
transfer 
technology and 
increase 
agricultural 
production, 



EVALUATION REPORT 

Planned Actual Update Reason/Issues 
FY86 FY87 N 8 8  

Project No. and Title Start TO Start To Start To 
(Qtr.) AID/W (Qtr.) AID/W (Qtr.) AID/W 

(QRT. (Qtr.) (Qtr- 1 

0042 Fiscal Administration 
Development 

0049 Malaria Control 

3QFY88 Mid-term eval- 
uation was 
conducted to 
measure 
progress 
toward project 
purpose and to 
assess 
effectiveness 
of the 
technical 
assistance and 
training. 

3QFY88 4QFY88 This formative 
evaluation 
will focus on 
how effective 
the project 
has been in 
achieving 
reduction of 
malaria 
incidence and 
in the 
implementation 
of recommended 
actions to SNEM 



E. COUNTRY TRAINING PLAN UPDATE 

1. FOR PARTICIPANT TRAINING IN GENERAL AND ANDEAN PEACE SCHOLARSHIP 
PROGRAM : 

In August 1987, the Country Training Plan (CTP) -was developed 
for bilateral project activities and the Regionally-funded LAC 
Training Initiaves Project. When the Mission training portfolio 
was expanded to include the ambitious Andean Peace Scholarship 
prosram (APSP), an update was later submitted in January 1988 
outlining the activities to be implemented under this program. 
The following summary of the overall training effort ratifies 
the goals, procedures and targets with only slight modification 
in the numbers of trainees under the LAC-Training Initiatives 
program. 

Within the above context, the Mission continues to envision a 
three-pronged training program to contribute to the country's 
economic stabilization and to restructure its economic and basic 
human needs delivery systems through carefully selected training 
activities directed to providing an adequate human resource 
base. This program involves: 1) support to bilateral projects 
in the more traditional areas of agriculture, health and public 
administration; 2) training in fields not contemplated under 
bilateral projects, such as the upgrading of educatia*~al 
institutions, and special education, and other activities that 
contribute to the improvement of the social and economic 
conditions of the disadvantaged segments of the Ecuadorian 
population; and 3) those activities launched under the Andean 
Peace Scholarship Program (APSP) which foster the flow of 
technology and seeks to build bonds between U.S. and Ecuadorian 
ins t i tu,t ions a:ad people. 

SUMMARY OF TRAINING PRCGIIAM UNDER THE ANDEAN PEACE SCHOLARSHIP 
PROGIIAM : 

The Mission training objective for the APSP is a dual one: 1) 
to contribute to the formation of effective manpower resources 
through training in skills essential for political, social, 
cultural and economic development and 2) to strengthen the ties 
of friendship and understanding between Ecuador and the United 
States. It is expected that the accomplishment of these 
objectives will promote democratic values and assist in 
combating negative ideological influences being felt in Ecuador. 

The APSP in Ecuador will target leaders and potential leaders 
from both the public and privatte sectors who aie likely to 
influence opinions and policies. Short-term training will be 
provided for rural and urban youth groups, journalists, msyorS, 





-- Eight small scale entrepreneurs will attend a 4-8 week 
program focusing on services prcvided by chambers of 
commerce and including observational visits and meetings. 

-- Eleven mayors will participate in a 4-week observational 
tour which will allow them to meet with msyors in the 
U.S. and may include attendance at a Mayorsa ~ssociation 
conference and instruction in urban planning. 

-- Ten school administrators will attend an 8-12 week course 
on administrative methods, to include tours of high 
schools and/or universities and meetings with American 
colleagues. 

-- Eleven agricultural trainees (specific area still to be 
determined but possibly leaders of agricultural 
cooperatives) will attend an 8-week course on cooperative 
management. 

-- Nine health promoters will attend a 2-3 month course on 
health education, basic maternal child care and 
preventive health care. 

-- Ten gcvernrnent officials from the various ministries 
(Health, Agriculture, etc.) will participate in 4-week 
observational tours. 

-- Twenty six one-year programs for disadvantaged rural and 
urban youth at any U.S. high school. 

-- Seventeen two-year long-term technical program for 
English and university teachers. 

~ission policy is to select APSP scholars based first on 
leadership qualities and second on their proposed field of 
study. While the Mission cannot yet specify which areas of 
study the long-term trainees will specialize, the Nission 
intends to provide long-term training in the areas listed in 
Section B; the order in which subject areas are targetted 
will depend on which candidates are selected. 

4. PROGRESS TO DATE UNDER THE ANDEAN PEAC3 SCHOLARSHIP PROG2AM: 

The first group of trainees under the APSP, twelve print 
jounalists principally involved in political and economic 
reporting, attended a highly successful program at 
Northeastern University in Boston in February 1988. The 
program, which focused on the presidential elections, 
allowed the journalists to cover the New Hampshire 
primaries. Arrangements were made to send their articles 



back to Ecuador for publication by their local papers. 
, These and other articles on the program itself have given 
USAID/Ecuador excellent media coverage. Subject to delays 
related to 620 (Q) restrictions, the Mission intends to 
sign a contract with the Fulbright Commission to provide 
in-country services relatad to the management of the 
program for the remainder of the first PI of the project 
while simulta~aeously issuing an RFP for services to cover 
the final three years of the project. Tentative training 
proposals have been developed for ten women in community 
development, t:en natural resources (watershed management) 
trainees, and ten provincial public health administrators, 
and have been approved by the Mission's technical 
divisions. The Mission is now ready to initiate contact 
with intermediary organizations. Second stage interviews 
and final selection of long-term candidates for FY 88 are 
progressing well and final list of participants is expected 
to be ready early April. The selection process will 
continue throughout the life of the project. 

(a) 40% target for women: Of the 12 journalists in the 
first group, 3 (25%) are women. Since the second 
short-term group will be comprised entirely of women, 
the 40% target should be met.by the end of FY-1988 even 
if only one third of the remaining FY 1988 short-term 
trainees are women. The mission expects to' recruit at 
least 40% women for the othsr groups--both long and 
short-term (and possibly more among the teachers)--so 
the percentage of women for FY 1988 shoul3 be over 40%. 

(b) 10% placement in HBCUs: No trainees have yet been 
placed in HBCUs. 

(c) 308 long-term training: The 13 long-term scholarships 
targeted for jFY 88 make up only 12.7% - 18.8% of the 
82-102 scholarships planned for the first fiscal year. 
The Mission has purposedly kept this number low in view 
of the time required to launch the program as well as of 
the unavoidable delay (due ho the 620 Q restriction) in 
contracting with the Fulbright Commission for the 
provision of in-country support services, including 
recruitment and selection. 84% of all long-term 
scholars will 'be sent during the second and third years 
of the program. The target for long-term training for 
life-of-project is set at 30% of all training. 

(d) 70% target for disadvantaged: Of the first arii only 
group of trainees to date, the 12 journalists, only the 
three women qualified as disadvantaged, though it should 
be noted that none of the trainees were much above the 



cut-off income level. It is expected that 708 of the 
remaining FY 88 scholars will be disadvantaged. 
Approximately 85% of the pre-selected long-term 
candidates currently under consideration quclify as 
disadvantaged. - 

(e) Experience America: The "Experiexe American component 
was interwove,n with the technical training and 
observational visits programmed for the 12 
journalists. Their program's focus on the presidential 
elections not only allowed them to experience democracy 
in action but also involved a high level of ccntact with 
American citizens, from a weekend home-stay and dinners 
with American families to a stay in a traditional 
bed-and-breakfast establishment and interviews with at 
least 60 New Hampshire voters. The journalists' 
contacts with professional colleagues and local 
officials, and in particular with presiCentia1 candidate 
Michael Dukakis, who invited them to his victory 
celebration, have made a lasting impression en the g~oup. 

Follow-up activities: The journalists' names have 
already been placed on USIS's mailing list and rolls as 
possible speakers and panel members. The journalists 
prepared articles on the New Hampshire primaries which 
were wired to Ecuador for publication by their local 
papers. They will be invited to a luncheon which will 
provide the opportunity for an informal debriefing. 
USIS may also sponsor a seminar on the U.S. electoral 
process and 1988 presidential elections in particular, 
to be led by the returnee scholars. Future training 
programs are being designed with follow-up plans in 
mind. The decision to target provincial public health 
administrators and urban water systems officials, esong 
others, in FY 88, was based on the feasibility of tying 
their training, to a health regionalization project 
organized by the Ecuadorian government and, a possible 
sustainable uses of fragile lands project, 
respectively. Training for 10 women in community 
development will probably focus on project design and 
administrative skills necessary for the establishment of 
cooperative food stores. The mission envisions 
assisting these women, through Special Development 
Activity Authority (SDAA) grants or other sources, to 
establish food cooperatives upon their return. 

(g) Steps Taken to Contain Training Costs: To manage better 
the bulk of training activities contemplated under the 
APSP and make this effort meaningful and cost-sffective, 
the Mission has contracted a U.S. citizen residing in 



(h) Other Accomplishments to Date: The APSP Steering 
Committee, the role of which is to provide general 
oversight for the program, met on February 11, 1988 and 

Ecuador to act as Project Manager. This Project Manager 
will work closely with the Regional Contractor for the 
program, Development Associates, to identify ways to cut 
costs to obtain the best possible traintng at reasonable 
costs. For instance, three proposals were evaluated for 
the journalism program and the least expensive of the 
two highest quality training programs was selected. 

Since a regional contract has been entered into by the 
Bureau, the Mission's ability to directly negotiate 
cost-containment measures with U.S. training 
institutions is limited to our selection of the least 
expensive best quality proposal of those presented to 
us. However, the following measures are ineeffect or 
under consideration: 1) organization of short-term 
programs in groups of 1.0 to 20 participants i* order to 
cut training and contractor costs; 2) the possibility of 
coordinating programs to serve more than one CLASP 
country, thus accommodating smaller numbers of 
Ecuadorian participants; 3) the possibility of buying 
into USIS's and other US government agencies' regional 
programs, perhaps similar to the cost-sharing 
arrangements so effectively used in the past with the 
Fulbright Commission; 4) the possibility of coordinating 
"Experience Americau activities at low or no cost with 
such organizations as Partners of the Americas, the 4-H 
Council, American Field Service, etc.; 5) the use of 
local intermediary organizations to identify an6 
pre-screen candidates; and 6) the arrangement oE npecial 
rates through American carriers serving Ecuador, 

It should noted that although the benefits of au 
A.I.D/Fulbright Commission Cooperative Agreement carrnot 
be applied across theaboard to all grants (i.e, training 
grants under bilateral agreements still have to be 
processed through the. regular procedures using 
Washington-based contractors) the training costs for the 
regional LAC Training Initiatives project have been 
brought down to an average cost to,A.I.D. of $900 per 
participant/month thus extending the impact of the 
resources available for tra-ining in Ecuador. 

Several attempts have been made to have the Ministry of 
Finance agree to pay for international travel using E W  
funds, with negative results to-date. 



approved the Mission implementation strategy, 
procedures, and selection criteria as well as the 
breakdown of target groups for life-of-project and for 
FY-88 as presented in the FY 88 CTP Update for the APS? 
(see Quito 00280). The Steering Committee is made up of 
the Deputy Director and the General Development Officer 
of USAID; the Consul General in Guayaquil, the Director 
of the Peace Corps, the Cultural Affairs Officer (USIS), 
the Political Officer of the U.S. Embassy and the APSP 
Project Manager. 

MAJOR CHANGXS TRAINING PLAN FROM APPROVED CTP : 

( a )  The only changes in the training plan from the FY 88 CTP 
update are 1) the addition of approximately 10 
government officials each year to the short-term 
scholars targeted for FY 88 and FY 89 and 2) the 
reduction in the number of youth trainees for FY 89 to 
17. A new Ecuadorian administration will take office in 
August. The Mission believes that is an opportune time 
to include new government offieals azd staffers from the 
various ministries. The number of youth for FY 89 was 
over 50% of the total for life-of-project and has been 
reduced to distribute youth more evenly over the 
four-year life-of-project period as well as to make the 
number of trainees more manageable. 
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F. Grav Amendment 

(a) Total DA $ 17,227,000 

(b) Amount of DA available for U.S. 
Procurement 

(c) Amount of funds awarded to 
Gray Amendment firms 

(d) Percentage of funds awarded to 
Gray Amendment firms 

2 .  p - igaa 
(a) Total DA 

(b) Amount of DA for available U.S. 
Procurement 

(c) Amount of funds awarded to 
Gray Amendment firms 

(d) Percentage of funds awarded to 
Gray Amendment Firms 

3. - 1987 List of Grav Amendment Contractors 
Grav Amendment 
Conkractor 

(a) Comprehensive Agriculture Sector 720,000 
Market System Reorientation Project 160,000 

(b) Development Narcotics Awareness 8,557 
Associates and Education 70,000 

PD and S (EHR) , 13,459 

(c) TRITON Corp. Land Titling 

(d) Sigma One Agriculture Sector 1,000,000 
Reorientation Project 

(e) Devres Non-Traditional 333,986 
Agricultural Exports 

QW 
Contract 

5/12/87 
8/31/87 

03/05/87 
07/15/87 
09/01/87 

03/27/87 
03/27/87 

08/25/87 

03/02/87 
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Mission Strateav for the Manaaement and Preservation 

L w a t u r a l  Resourceg 

AID/W has reqwstsd that USAID/Ecuador prepare an update of its 
natural resource strategy that will provide clearer strategic 
guidelines than are available in the CDSS under which the 
Mission is now working. As part of preparing the Action Plan 
the Mission recently went through a strategic planning process, 
including consideration of the natural resources component of 
the Mission program. This annex to the Action Plan reflects the 
results of that process. 

USAID/Ecuador has been concerned about the degradation of 
Ecuador's natural resource base almost since it began working in 
the country. Since the reopening of the Mission in 1979, its 
program has included a number of projects aimed at reversing the 
degradation of natural resources. These projects incJade: the 
EDUNAT I and I1 OPGs to the Nature Foundation (NATURA) for 
public environmental education; the Forestry Sector Development 
project, which, in cooperation wit the National Forestry 
Directorate, has largely focused o tk achnical forestry problems; 
and the,Coastal Resources Management project thalc generates the, 
policy ana organizational basis for resolving management 

@ G $ Z $  ems related to coastal areas. In addition, under a 
matchirrg grant from AID/Washington, CARE/Ecuador has implemented 
the Communi Land Use project, with the objective of B introducing soil consermvation practices in the central 
highlands. These efforts are presently being expanded with 
support from the Mission under the Small Farm Irrigation 
project, which is also managed by CARE. 



A.I.D.'s increasing level of environmental concern has been 
reflected in other projects as well, such as the centrally 
funded DESFIL Conference in Quito and Salcedo on September 
19-24, 1987, the ongoing International Forest Develbpment 
Project (INFCRDE) providing assistance to the Ecuadorian 
Lumbermen Association, and the emphasis placed by the LAC Bureau 
on Andean agriculture. Other U.S. arid international agencies 
are also focussing on environmental issues in Ecuador, such as 
providing training for local specialists (the Nature 
Conservancy), supporting governmental efforts in natural area 
conservation (World Wildlife Fund), assisting native indigenous 
organizations (Cultural Survival), helping establish nature 
study reserves (Western Foundation of Vertebrate Zoology) and 
inventorying biological diversity (Missouri Botanical Garden, 
New York Botanical Garden, the Smithsonian BIOLAT program) 

Each of these activi,ties has had its successes and failures and 
therefore has contributed to the Mission's understanding of 
economic development constraints posed by the degradation of 
Ecuador's natural resource base. No one of these projects, 
successful on their own terms as they may be, has succeeded in 
reversing the rapid degradation of natural resources. Twenty 
five per cent of Ecuador's surface area is estimated to be 
affected by moderate to sevare soil erosion (from 12 tons 
topsoil/ hectare/year to 240 tons topsoil/hectare/year). More 
than 75,000 hectares of virgin lowland tropical forest in 
Ecuador are cleared each year with a consequent inestimable loss 
of animal and plant species and possibly irreversible damage ,to 
watersheds. Ecuador's continued economic gro2t.h has come in 
large measure at the expense of its natural resource base. 

The Mission fully realizes the threat posed to Ecuador's 
long-term economic growth by the continued degradatior~ of its 
natural resource. The Mission, therefore, intends to continue 
to support a program that will lead to the overall objective of 
the proper conservation and management of natural resources. 
The Mission plans a natural resource program that fits into the 
overall Mission and Rgrjculture Office goals and objectives, 
builds-on pa.st successes, and that will halt and reverse the 
degradation of Ecuador's natural re'sources. - - . . ...- ".. _ _ 

1 . ... . ,  
. - -  . - . " -... ., 

11. BACRGROUND 

Ecolquical Diversitr 

Although continental Ecuador is generally divided into the three 
geographic regions of Amazon, Highlands, and Coast, each of 



these regions has varied topography, soils, and micrcclimates, 
resulting in great ecological variation within short distances 
and making generalizations inaccurate for any particular site. 
Indeed, even the mapping of over sixteen different ecological 
zones, from the lowland humid rainforest in the Amazon basin to 
the deserts of the Santa Elena Peninsula does not fully capture 
the ecological variability over short distances within any 
particular region of Ecuador. For example, in the Amazon, 
studies made for the Napo Agroforestry subproject show that any 
particular 50 nectare farm is likely to have several types of 
soils. Likewise, a study of 
exotic tree species adaptation in the highlands made it clear 
that soil and microclimatic conditions often vary so much within 
just a few, meters that no single species Ls suitable for &l 
r-atjnn p r w .  Any field activities having to do with 
natural resources must teke such ecological variability into 
account. 

Bioloaical Diversity 

Inventories of flora and fauna have given preliminary 
information that suggests Ecuador has exceptional species 
numbers, surpassing species richness values of all other Latin 
American countries on a unit area scale. For instance, Missouri 
Botanical Garden researchers estimate the species of flowering 
plants to total around 25,000, of which 2,000 represent just the 
tree species of the upper Napo area. There are over 1,500 
species of birds listed for the country, a number well within 
thts range of the t~tals recorded for either Peru or Colombia 
even though Ecuador's surface area is less than one-fourth of 
that !,n either of those countries. This reflects a tremendous 
ecological diversity. Coastal Ecuador has a moisture gradient 
from over 6000 mrnJyr in the Choco of southern Colombia t'o less 
than 200 mm.yr in the Peruvian desert. The Sierra region, 
represents a transition from the moist Colombian paramos to the 
dry Peruvian puna. The eastern lowlands includes the wettest 
section of the upper Amazon basin, but have less rainfall 
further to the east. Most of this natural wealth is contained 
within unique and fragile forests, highlands, wetlands and 
marine habitats, where arbitrary management decisions affecting 
natural resources have already been harmful to the structure and 
functioning of native ecosystems and to their elements. 

Larue Percentaue of Small Farmers 

Half of Ecuador's population is composed of poor farmers. These 
farmers tend to cultivate land that is fragile and easily 
subjected to degradation if not properly managed and tend to use 



farming techniques that cause degradation of the land, Since 
the Mission's natural resource program Is aimed at improving the 
management and preservation of natural resources, the main 
program focus must be on poor farmers with small farms on 
fragile lands. To be successful in carrying out field 
activities, the natural resources program must be based on a 
good understanding of the Ecuadorian poor farmer on small farms 
in different areas of the country. 

Variety of Cultures 

Ecuador has a variety of social structures end cultures. Many 
indigenous peoples are found in Ecuador including the Shuars, 
the Colorados, the Aucas, the Cofanes, the lowland Quechuas, the 
Huagranis, the Otavalos, the Saraguros, the Saquisilis and 
several more, each with its own language and culture. There is 
also variety in the mestizo and Spanish populations; for 
example, the fisherman from a coastal village lives in a very 
different culture than the Sierra peasant, Oriente colonist, or 
immigrant to Guayaquil. The black population of Esmeraldas 
lives in a different culture than the owner of a small farm in 
Loja. F4eld activities by the Mission cannot contradict 
cultural norms of the people and must take into account this 
cultural heterogeneity. 

Varietv of Institutions 

Many public and private institutions have some responsibility 
for natural resources in Ecuador. These include national public 
institutions, such as the Ministries of Agriculture, Health, 
Energy, regional institutions, such as the provincial 
governments and the regional development organizations, and, at 
the local level, municipal and village governments. Private 
institutions with public goals, although not so numerous, also 
have a role in the future of natural resource preservation. 
Fundaci6n Natura, Ecuadorian Cooperative for Agricultural 
Services (CXSA) and religious groups are all ezamples. Private 
business, such as the forestry industry and agricultural 
enterprises, directly affect the use of large areas of land and 
thus are intimately involved in causing and resolving natural 
resource management problems in Ecuador. 

Many of these organizations have overlapping mandates; For 
example, according to the Forestry Law, the National Forestry 
Directorate {DINAF) has control of all public forests and, 
therefore, is responsible for the protection and management of 
the mangrove forest along the coast. On the other hand, the 
navy has legal control over all areaslup to the high tide mark. 



Which, then, should control the use of the mangroves? Even 
private and public institutions can have overlapping mandates. 
For example, Fundacion Natura involves itself closely in the 
preservation and management of the national parks. However, it 
is the Parks and Wildiife Department of the Natiofial Forestry 
Directorate that has legal and administrative responsibility for 
the parks. 

As is typical of a democracy, political changes frequently 
affect Ecuadorian public institutions. Ministerial departmental 
directors are political appointees, subject to replacement with 
every change in ministers. Since 1983, for example, the 
National Forestry Directorate has had seven Executive Directors, 
one for each new minister. The same kind of changes occur at 
the regional and local level of government. Private 
organizations tend to be less unstable in their leadership. 
Fundaci6n Natura, for example, has had the same Executive 
Director for more than seven years. 

Public sector institutions, which grew in size during the oil 
boom years of the 1970's, have had to retrench during the 1980's 
as the debt crisis, the fall in the price of oil, and the March 
1987 earthquake drastically reduced government revenues. It is 
not likely that many public sector institutions will receive the 
financing necessary to adequately fulfill their legal mandates 
in the near future. 

Public sector institutions operate within the complicated and 
time-consuming procedures established by the Congress, 
Procura:~mia and Contraloria. Even seemingly simple matters 
requfr~ many days. For example, to send three people to a 
two-week training course in Mexico recently took a total of six 
man-weeks. More seriously, government institutions do not 
receive their final budgets until the middle of aach fiscal year 
(the same as the calendar year) which makes financial planning a 
cumbersome task. 

Ecuadoriar, private sector institutions are free from many of the 
obstacles that reduce the efficiency of public sector 
institutions. They are bound by fewer regulations, pay higher 
salaries and attract energetic, better-trained personnel. These 
institutions also tend to have clearer goals and a more limited 
focus which allows their means to better match their ends. 

Mission O b i  ectives 

The Agriculture and Rural Development Office's program includes 
the objective of "Managing and Preserving Natural Resources." 



The "outputsn or "targets" of the office's program that can be 
considered as contributing to the achievement of this objective 
are as follows: 

1) The impacts on natural resou,rcss are taken into account in 
the formulation and implementation of national government 
policies, 

2) There is broad and firm support for the preservation and 
management of natural resources within the Ecuadorian public. 

3) A stable institutional system exists for planning, 
supporting, publicizing, and using high quali'ty research on 
natural resource problems. 

4) Possible solutions to deterioration of the natural resource 
base have been validated in the field and thus provide 
successful demonstrations which can be used for policy 
formulation, public education, and research. 

1II.OUTLINE OF STRATEGIES FOR ACXIEVINS TARGETS 

1. Impacts on natural resources are taken into account in the 
formulation and imulementation of national aovernment 
policies. 

Many policy decisions are made in Ecuador with little or no 
con~.~deration being given to their effect on the country's 
natural resource base. For example, Ecuador has pursued a 
policy of expanding the area of land under agricultural 
production -- rather than intensifying production on existing 
lands -- by providing such subsidies as the construction of 
roads through virgin lowland forests and cheap credit for 
extensive cattle raising. Little attention has been given to 
transfer new, more efficient technologies to farmers. This 
policy was pursued without regard to its potentially ill 
effects on natural resources and lacked any kind of economic 
analysis to compare the economic Benefits of concentrating 
investment on existing farms compared to directing investment 
to new areas, that were remote from markets and often 
possessed infertile soils. National policies for management 
of natural resources must be analyzed within the context of 
the other national policies which can often negate the 
effects of efforts to preserve and manage the natural 
resource base. 



The Mission proposes to use 
target of national policies 
preservation and management 

the following means to 
which do not adversely 
of natural resources: 

attain the 
bf fect the 

a) E f~een the aaricultural and natural 
gesource ~roiects of the Mission 

The Mission proposes to consider the preservation and 
management of natural resources as one means by which it 
can contribute to an increase in agricultural productior. 
in Ecuador. This means that natural resource projects 
will be considered as an integral part of the Wission 
agriculture portfolio, and that all projects in the, 
aqa?culture office will take the preservation and 
ma:.;geunent of natural resources, including the maintenance 
of bioXogica1 diversity and conservation of tropical 
forests, into account in their design and inplementation. 

b) policv dialoa~w with the GOE 

The Mission proposes to conduct a policy dialogue with the 
GOE to emphasize its belief that sustainable agricultural 
development and maintenance of the natural resource base 
.are compatible goals. 

c) Review of ~roiect financed bv international banks 

The Mission proposes to review loan proposals prepared by 
international banks such as the World Bank and the. 
Interamerican Development Bank for their consistency wi'th. 
the policy of avoiding the promotion of agricultural 
growth at the expense of natural resources. The Mission 
will report to AID/W any projects that are inconsistent 
with this objective. 

Bioloaical diversity 

In response to STATE 118324 and 62124, the Mission intends 
to make a buy-in to the centrally funded Development 
Strategies for Fragile Lands (DESFIL) project that would 
produce a complete analysis of the status of bio1,ogical 
resources and tropical forests in Ecuador as background 
for the next CDSS. 



Exuected Results 

The Mission expects that a concentrated, consistent effort to 
incorporate the preservation and management of natural 
resources as an essential part: of agricultural development 
will result in: 

a) the adoption by the GOE of this viewpoint in its policy 
decisions. 

b) a reluctance by the GOE and the international banks to 
fund agriculture and infrastructure projects that 
adversely affect the natural resource base of Ecuador. 

c) consistency and cooperation between project within the 
agriculture office projects that will promote the 
preservation and management of natural resources. 

2. There is broad and firm s u w o r t  for the  reservation and 
manauement of natural resources within the Ecuadorian public 

Since Ecuador is a democracy its government must respond to 
the worries and interests of the majority of the citizens. 
The management and preservation of natural resources must 
therefore be an issue about which Ecuadorians care, if it is 
to be a goal towards which the government will work. 

Such reasoning is the basis for the Mission emphasis on 
activities related to environmental education. Since 1982, 
it has supported the Nature Foundation's (Fundacih Natura) 
efforts to educate the Ecuadorian public regarding 
environmental issues. The Natura @ s environmental education 
programs have covered a broad range of environmental problems 
and, according to the project evaluations, have been 
successful in raising public consciousness about such 
problems. There is much more to do, however, to establish in 
the Ecuadorian public mind that the preservation and 
management of natural resources is an urgent problem. Given 
its past and present involvement in this area, USAID/Ecuador 
has'la clear comparative advantage over other donors to 
provide the financial support and experience in environmental 
education that Ecuador needs of the USAID/Mission. 

The Mission proposes to use the following means to achieve 
the target of an Ecuadorian public that appreciates and 
supports the preservation and management of natural resources: 



a) The Mission will build on its existing experience in 
public environmental education, continuing to emphasize 
support to private, non-profit environmental groups. 

b) The Mission will diversify the support it gives to 
private, non-profit environmental groups in order build 
public support for the solution of local environmental 
problems at the local level and to broaden the national 
base of groups that undertake environmental education. 

c) Environmental education will be considered a necessary and 
integral component of all natural resources projects 
within the agricultural office. 

d) Emphasis in Mission-supported environmental education 
programs will be given to educating the Ecuadorian public 
about the need to preserve and manage natural resources. 

e) Environmental education programs supported by the Mission 
will draw as much as possible on Ecuadorian experiences 
and examples, especially those provided by other projects 
supported by USAID. 

The Mission expects that long-term support for environmental 
education in Ecuador will result in the following: 

a) An Ecuadorian public that supports gover~ment policies, 
programs, and projects that act to preserve and manage 
natural resources. 

b) An Ecuadorian public that knows enough about the issues of 
preservation and management of natural resources to be 
able to make intelligent decisions regarding those issues. 

c) An Ecuadorian public that is sufficiently concerned to 
demand that its government, at national, regional, and 
local levels, fund and implement programs for the 
preservation and management of natural resources. 

A stable institutional svstem e . . .  xists for olanning, 
su~oortinu. ~ubllclzina. and usina hiuh uualitv researg;bAll 
mtarral resource ~roblems 

The preservation and management of natural resources depends 
on an adequate body of scientific knowledge about those 
resources. For example, it is not easy to manage a forest if 



the tree species are unknown. Much basic scientific 
information about Ecuador's diverse fauna and flora is still 
lacking. Recent botanical investigations in the Amazon 
region, for example, have discovered several hundred species 
of plants previously unkcown to scimce. In addition, there 
are numerous questions that need i:;c be answered to provide 
the basis for sound natural resource management. Fc' 
example, what is the best time to collect sesds of a given 
tree species in order to successfully grow the species in a 
nursery or what is thc most efficient method of constructing 
soil conservation works? Natural resource management 
policies and public education programs are short-sighted and 
incomplete without the necessary foundation research on 
biological diversity and natural resource problems provides. 

An institutional system for doing such research is thus a 
prerequisite for the pisservation and management of natural 
resources. Yet there is no established system for such 
research in Ecuador. Most research is sporadic and not 
focussed specifically on the problems of preservation and 
management of natural resources. 

The best possibility for establishing such a system is 
probably within the national and private university system. 
Its students can do research cheaply while supervised by 
their professors and it is the professors who can provide 
continuity in research over successive generations of 
students. Moreover, the university system is already 
established, but research efforts are often frustrated by 
lack of funding and basic logistic and laboratory 
facilities. It would be difficuit for USAID to establish an 
entirely new system for research on natural resources or to 
provide the funds necessary to make such a new system 
operate. However, it may be possible to include research' on 
natural resources within the context of other Mission 
projects, such as 'the Agricultural Research Extension and 
Education project, for example, provided funds are channeled 
to the universities and specially programmed to solve major 
research bottlenecks. 

The Mission proposes to use the following means and 
approaches to establis9 an Ecuadorian system that will 
support high quality, 1or:ig-term research on natural resource 
problems. 



a. The importance of rese!arch will be recognized in Mission 
natural resource projects and provision made to support 
such research. - 

b, Natural resource projects will conc~nt~ate: on stimulating 
the establish~ment of an Ecuadorian institutional system 
within the universities for research on natural resources 
rather than support sporadic research efforts, by either 
~cuadorians or external advisors, except when urgently 
necessary. 

c) The Mission will focus its support on finding solutions to 
problems that arise in the field activities that it 
supports, rat:her than on support for long-term research 
projects. 

d) Natural resource projects will include long-term training 
programs for Ecuadorian students in the United States in 
order to gradually develop a group of Ecuadorians 
wsll-trained in research methods. 

e) Natural resource projects will be structured !?a as to 
incorporate the results of research on naturi~l. zesources 
into policy, public education, and field act?-vities, 

f) The Mission will support research 0n natural resources 
within the context of other Mission projects as may be 
appropriate. 

Expected Resulu 

The Mission expects the following results fro:n its efforts to 
establish a national system for research on mtural resource 
problems : 

a) Some of the best Ecuadorian students will be attracted to 
the natural resource field. 

b) High quality research on natural resources will produce 
reliable information that can be incorporated into the 
policy, public education, and field activity components of 
the Mission Natural Resource Strategy. 

c) Ecuadorian scientists will be able to conduct research on 
a long-term ,basis. 

d) Greater communication between Ecuadorian and foreign 
researchers will be stimulated. 



4. possible solutions to deterioration of the natural tesourcs 
base have been validated in the field and thus orovide 
~uccessful demonstrations which can be used for riolicp 
formulation. ~ublic education. and resqarch. 

As discussed above, policy, public education, and research 
all must support the preservation and management of natural 
resources in Ecuador. But the actual preservation and 
management must occur in the f i e l d s  and forests sf Ecuadorian 
landowners. Policies, publi'z education and research must be 
based firmly in the reality of the situation that landowners 
face as they make their individual decisions. Thus, Fllission 
support for field activities is necessary in order to be sure 
that the policy, public education, and research components of 
the program in natural resources are based on reality. 

The Mission proposes to use the following means and 
approaches for the design and implementation of field 
activities in natural resources: 

The Mission will seek to attract a wide spectrum 01: 
participants, supporting field activities through 'VO's 
and NGO's in order to avoid the administrative prol:>lems 
caused by Ithe state of public sector institutions , 

described. Field activities will be designed and 
implemented to allow for support to key public secikor 
institutions through private sector institutions ad: 
various le~~els. 

! 
Field activities supported by the Mission will be , 
decentralized in order to allow for appropriate responses i to the ecological and cultural variability of the zountry. 

Field activities will be considered as not only a useful 
end in themselves but also as necessary to achieve the 
targets of the policy, public education, and research 
components of the Mission's natural resource program. The 
field activities, therefore, 63 not have cover a large 
area as much as to address a diversity of ecological and 
cultural conditions. 

Field activities will build on successful experiences in 
order to increase effectiveness and therefore assure that 
the field activities contribute to the policy, puhlic 
education, and research components of the natural resource 
program. 



e) Field activities will combine agricultural and eco-tourism 
development with management of national parks and nature 
reserves, taking into account the expertise and interests 
of local indigenous/peaoant groups to enhance natural 
resource management practices i n  these areas. 

The Mission expects the following results from its efforts to 
establish field demonstrations. 

a) Successful field demonstrations in a variety of acological 
zones where rapid degradation of natural resources will 
occur if t k a  management and preservation of natural 
resources is not unaertaken. 

b) The diffusion of the ouccassful results of field 
demonstratians to a wide Ecuadorian audience. 

C) Research sndertaken in demonstration areas on natural 
resources. 

d) Po1,icy decisions being based on the experience of field 
activities. 


