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1, TABLE I - Long Range Plan by Appropriation Account
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2. TABLE 1V - Project Budget Data
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3. Table V ~Proposed Project Ranking and Narrative
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FY 1991 ANNUAL BUDGET SUBMISSION

TABLE V NARRATIVE

Consistent with the LAC Bureau's ABS guidance on performance-
based programming, USAID/Ecuador strongly believes that Ecuador's
record on economic policy reform, the country's prospects and the
Mission's track record on policy dialogue deserve ample
consideration in competing for the allocation of ESF rescurces
not included within the AAPL.

In the LAC Bureau's reviews of the FY 90-94 CDSS, the FY 90-91
Action Plan and the FY 89 ESF Concepts Paper, issues were raised
regarding the Mission's ability tco effectively carry-out an
ambitious macroeconomic policy dialogue agenda given available
financial and human resource levels. The measures agreed upon to
reinforce the Mission (i.e. the contracting of a team of senior-
level economic consultants and the periodic TDY assistance of a
senior LAC/DP economist) presumed ESF planning levels of $9-10
million for FYs 89-90 and $25 million thereafter. The FY 91 ESF
AAPL of $5.0 million is highly inconsistent with CDSS and Action
Plan discussions and jeopardizes the Mission's ability to
seriously engage the GOE on macroeconomic issues.

The GOE has demonstrated a high level of receptivity to AID and
other-donor recommendations on macroeconomic policy reforms since
entering office in August 1988. Negotiations are nearly complete
on a Standby Agreement with the IMF and major new IBRD programs,
as well, If performance in the policy arena is the principal
criterion for ESF allocation, then Ecuador merits favorable
consideration for ESF levels in the $10-20 million range, at a
minimum. Prospects are very good that economic stabilizatiocn
will be largely achieved by the end of CY 1990; however,
continued ESF support will be necessary in order to support
needed but difficult-to-adopt structural reforms in order to lay
the basis for broad-based, self sustaining economic growth.

Should ESF levels at least double the AAPL not become available,
then USAID/Ecuador will be forced to adopt a purely sectorial
policy agenda and most likely projectize its ESF in support of
the Andean Peace Scholarship Program, narcotic education and
other priority funding requirements.

—_



-4, Local Currency Use Plan

TABLE VI - Host Government Local Currency Expenditures



ANNEX F

Local Currency Uses - ESF

A. Programming

While the rationale for the ESR II Program and the use of ESF
dollars is focussed on attaining economic stabilization over the
short term, the use of local currencies will be principally
directed toward financing activities supportive of the Mission's
longer-term, broad-based economic growth goal. Activities to be
targeted include small and microenterprise (SME) development and
non-traditional agricultural exports (NTAE) promotion. Funding
for these activities will be directly supportive of policy
dialogue and program innovations being pursued through DA-funded
projects, including advances negotiated with the banking
community concerning market interest rates, assumption of credit
risk and financial participation in SME credit programs; market
interest rates and administrative improvements for the Central
Bank's NTAE discount line; and legislative reform and
administrative streamlining of tax and procedural limitations
impeding export growth,

Through greater focus on priority areas, local currency
programming will avoid the proliferation of activities which has
occurred to date. Over 30 activities have been approved in a
broad range of areas, including AIDS control, rural sanitation
and sewage systems, nature tourism, higher education, municipal
development, as well as support to SME and NTAE activities.

While concern exists that Ministry of Finance (MOF) and USAID
management is rapidly being spread too thin, the development
impact of limited resources must also be taken into account. In
addition to agreeing on a reduced number of priority areas, the
MOF and USAID have established criteria for future programming
which include sustainability {e.g., the funding of counterpart
requirements for AID and IFI projects has been discontinued so as
to avoid creating an illusion that GOE/private sector commitment
exists and that activities will be continued once external
funding ends), counterpart contributions, and MOF/USAID technical
oversight capabilities.

B. Procedures
Procedures governing the programming, use and control of local
currencies generated under the Program will be in accordance with

those established in the Spring and Summer of 1987 and are
consistent with LAC guidance.

_—-/ 9[._—



PL 480

A Section 416 program has been approved for FY 89 for 30,000 MTs
of sorghum which will provide approximately US$3.1 million in
local currency to support activities which hold the greatest
potential for making significant contributions to macroeconomic
and agricultural policy reforms, natural resource management and
agricultural research, extension and education. The shipment
schedule for the importation of the 30,000 MTs of sorghum will
depend on an assessment presently being conducted by the GOE of
national feed grain needs, It is probable that the sorghum will
be requested for September 1989. However, if the assessment
determines that no additiocnal feed grains are needed, the Section
416 FY89 agreement will be cancelled.

Together with expenditures of local currencies generated in FYs
86-88, the new agreement will result in average annual
expenditures of approximately US$7.5 million in local currency
support of the agriculture and rural development portfolio
through 1991.

A. Relationship to Overall Country Strategy: The food aiagd
program is an integral part of the Mission's development
strategy. Although the program contributes to other areas, it
has been especially critical to activities supporting increased
and sustained agricultural productivity, promotion of
agro-industries and access to improved technology among the rural
poor. At a time of reduced AID budgets and fiscal constraints on
the GOE due to low oil prices and high debt payments, these funds
make an important contribution to the AID program in Ecuador.

B, Country Food Situation: Ecuador is a net exporter of
agricultural and food products. The vast majority of its
exports, such as bananas, cacao, coffee, and shrimp, do not
compete with US 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. A few
other products, such as barley and non-fat dried milk (NFDM},
have been imported fairly regularly, although the country is
becoming self-sufficient in these products. Other products are
exported some years and/or imported in others depending on such
factors as the weather.

C. Proposed Food Assistance Levels: A funding level of
approximately US$3.0 million has been approved for FY 89. Local
currency generations from this donation will be used to support
an agricultural policy and institutional framework which provides
the environment for the agricultural private sector to increase
productivity, production and incomes.

__/LS‘.—



Among the more important justifications for a continued food aid
program are: ({a) to alleviate pressure on foreign exchange
earnings through the importation of donated commodities; (b) to
foster free market policy reforms; and (c) to expand US
commercial export markets (e.g. sorghum).

Consultations with AID/W and USDA indicate that the Mission's
best opportunity for obtaining food aid in FY 90 and beyond will
probably be through annual Section 416 agreements that are
supportive of the Mission's and GOE's agricultural sector
priorities.

D. Potential Disincentive Effects on lLocal Production. Food aid
shipments have not created significant disincentives to local
production. 1In fact, food aid-supported activities (e.g.

Ministry of Agriculture Policy Analysis Unit} have had a
beneficial impact on GOE policy reforms, such as the elimination
of the subsidy on wheat, which will stimulate domestic production.

Importation cof Section 416 sorghum has increased domestic demand
for sorghum as a feed grain, which will eventually foster
increased national production.

E. Current Host Country Food Policies/Reforms: The Borja
Government which took office in August 1988 has generally
maintained the free market policy orientation of the previous
administration. In some areas (e.g. wheat subsidies), it has
initiated policies which give freer reign to market forces.

F. Food Assistance Programs

(1) PL-480 Title II Program {Monetized). Under the FY 86 PL-480
Title I1 Program, 2,500 MTs of standard grade NFDM were to be
received for the development of a domestically-produced,
high quality calf milk replacer. Only 700 MTs of NFDM of
this transfer authorization had been received when USDA
notified USAID that no further NFDM would be available under
this program. This decision has forced the recipient
institution, the Regional Cooperative for Agricultural
Services (COORSA), to revise its program development plans
away from a calf replacer and towards the marketing of calf
starter and calf grower feeds. An economic feasibility study
is being conducted to determine the market potential of calf
starter and grower feeds and the long-range institutional
impact this change in product lines will have on COORSA.

(2) Section 416 Program. Under the FY 87 Section 416 Program,
the equivalent of $6.885 million in local currency has been
recieved. The local currency proceeds from the sale ¢of the
1,088 MTs of NFDM and the 28,200 MTs of wheat are being
employed in support of agricultural development projects
--rural technology transfer system, crop diversification and
agricultural research, extension and education.

—/€ —



(3)

(4)

GI

(1)

Section 416 FY 88 Food For Progress Program. The donation of
60,000 MTs of sorghum has generated US5$5.34 million in local
currency, which is being used to support activities aimed at
institutionalizing macroeconomic and agricultural sector
policy reforms.

Section 416 FY 89 Program. If the 30,000 MTs of sorghum is
recelved in 1989, the proceeds from this sale will be used to
further support institutions which contribute to agricultural
policy reforms which benefit small-scale farmers; initiatives
vhich promote improved natural resource conservation and
management; and agricultural research, extension and
education projects which increase agricultural productivity
among the rural poor.

Special Programs

Emergency Fcod Program. A PL-480 Title II, Section 202
Emergency Food Program was signed on June 18, 1987. Funds
generated from the sale of 8,500 MTs of soybean oil
(approximately US$4.5 million in local currency) were used to
support reconstruction activities in the eastern lowland area
affected by the March 5, 1987 earthquakes. Earthquake
reconstruction projects included cattle repopulation and
improvement, construction of agricultural storage facilities,

-low-cost housing, and repalr of secondary access roads. In

early 1989, AID/W authorized the Mission to widen the scope
of the use of local currencies to include projects which
directly improve Ecuador's capability to prepare for,
mitigate and respond to natural disasters,
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Annex F
FY 1991 Annual Budget Submission
Table VI: Expenditures of Local Currency Generations
(U.S.% equivalents, $U.5.,000)

1988 1989 1990 1991
ur /Pur Ag 1 im lann Pr
I. HOMI PPORT
A, Public Sector Dev.Activities 1.780.7 3,567.0 3.451.0 2.639.0
1. Rural Water and Sanitation 1,090.0 938.0 971.0 971.0
counterpart for AID projects
2. Health Activities ' 327.3 194.0 194.0 185.0
3. Loja Municipal Development 233.4 233.0 194.0 185.0
4. Ministry of Education's Drug
Control Campaign 58.0 214.90 214.0
5. GOE Development Programs 130.0 542.0 98.0 194.0
6. Other 1,602.01 1,780.02 890.03
B. Private Sector Programs 1.654.6 8,385,5 B,446.5 4,272.5%
1. Child Survival
counterpart for AID projects 218.5
2. Private Child Care
counterpart for AID projects 381.8 112.0
3. Nontraditional Export Credit
counterpart for AID projects 950.0
4. Private Health Care
counterpart for AID projects B87.2
5. Small/Micro Enterprise Credit
counterpart for AID projects 363.6 312.0 394.0
6. Forestry Sector
counterpart for AID projects 152.7 187.0 159.0
7. Tourism Promotion Activities 280.0 159.0 353.0 292,0
8. Education sector 170.8 128.0 291.0 291.0
9. Family Planning 129.5 129.5 129.5
10. Other 6,408.01 7,120.0° 3,560.03
c. Public Sector Recurrent Budget 2,874. 78.0 70.0 70.0
1. Counterpart AID/IFI Projects 2,790.0
2. Program Administration _ 84.0 78.0 70.0 70.0
D. AID Operating Expense Trust Fund 436.4 350.0 600.0 600.0
SUBTOTAL OF ESF L/C EXPENDITURES 6,745.7 12,38B0.5 12,567.5 7,581.5
{UNEXPENDED L/C BALANCE AT THE END OF (15,000} (15,000} (17,000) {14,000)

EACH YEAR - PIPELINE)

1, Funds programmed under these categories will support discrete development
activities.

2. Sectoral programs

3. At AAPL levels, these resources will support projectized assistance,

j"/g"’



Annex F
FY 1991 ANNUAL BUDGET SUBMISSION
Table VI: Expenditures of Local Currency Generations
(U.S.§ equivalents, US $000)1/

1988 1989 1990 1991 2/
r /Pur __Actus] Est. Planned Proposed
II. - 7 n 4
A. Public Development Activities 2,734 2,074 1,937 1,450
1. L/C Implementation Secretariat 122 190 100 c
2. Ag. Sector Reorientation 669 316 130 0
3. Admin. of Rural Tech.
Transfer System 111 60 23 0
4. Emergency Food Aid 1,128 1,000 800 200
5. Rural Potable Water 215 130 0 0
6. Counterpart for AID Projects 321 204 209 0
7. Other 168 174 675 1,250
B. Private Sector Programs 5,264 1,720 655 1,583
1. Support to Producers Associa- 298 346 102 83
tions RTIS )
2, Ag. Research Foundation 4,382 547 0 0
(FUNDAGRO)
3. Ag. Studies Institute (IDEA) 144 575 0 0
4. Other 440 252 553 1,250
SUBTOTAL OF FOOD ASSISTANCE EXPENDITURES 7,998 3,794 2,592 3,033
(UNEXPENDED FOOD AID L/C BALANCE AT END (8,970) (4,300) (7.,333) {7,800)
OF EACH YEAR -~ THE PIPELINE)
GRAND TOTAL ALL L/C EXPENDITURES 14,735 16,175 15,160 10,614
(GRAND TOTAL ALL UNEXPENDED L/C BALANCES
- THE PIPELINE) (18,970) {11,300) (12,333) { 9.800)

1/ Calculations are based on the following: 1988 (300 sucres=US$1); 1989 (500
sucres=US$1); 1990 (600 sucres=US$l) 1991 (800 sucres=US§l)

2/ Funds have not been programmed beyond 1990, therefore zeroes in certain columns
may change once local currency is monetized and programmed.
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5.

Summary Data on Overseas Operating Expenses
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USAID/Ecuador

Table VIII(a)
Narrative

The review of USAIl'/Ecuador's FY 1990/91 Action Plan focussed
attention on the Mission's staffing and operating expense levels,
and requested that we carry out an internal assessment of OE costs
as related to operations for submission to AID/W by mid-June. The
first part of this narrative presents the conclusions of this
assessment, in compliance with the Bureau's request. Following this
discussion, the assumptions made for calculating local costs in FYs
1990 and 1991 are presented, together with an explanation for line
item increases exceeaing 5% between 1990 and 1991,

Management Assessment

Tne Mission has taken a close 1look at its operating costs and
staffing levels in relation to planned program levels over the next
two fiscal years, As a result, this submission reflects both
staffing ana OE levels lower than those proposed in the Action
Plan. Our operating expense reguirements increase slightly from
$2,713,200 in FY89 to $2,882,300 in FYY0 (enhanced), then decrease
to $2,814,800 in FY91 (enhanced). At these levels, our FY90
requirements are only one percent above our actual expenditures in
FY87, representing a significant reduction in real terms, and our
FYY1l budget is less than FYB7 expenditures. With regard to staffing
levels, exclusive of RHUDQ/SA staff, the Mission projects a decrease
from 134.8 FTEs in FYB8 to 116.6 FTEs in FY91 at the AAPL. At the
MCC level, a further recuction to 110.1 FTEs is projected.

While our re-examination of staffing and OE levels has resulted
in these reductions, the Mission takes strong exception with the
simplistic measures used by the LAC Bureau to reach its conclusion
that cur ratio of statf to program levels "exceeds the norm for LAC,
making the Ecuador Mission a higher-cost mission to operate." As is
well known to the Bureau, this Mission has consistently applied the
brakes to staff expansion over the past two years, and has sought to
take imaginative and concrete steps to improve the efficiency of our
operations. Tnis 1s a process wnich by its nature 1s long term, and
one which we have every intention of continuing during the ABS
period. At the same time, however, we have taken a conservative
view of the use of program-funded staff to perform what are
essentially AID management functions., Conseguently, we have moved
to shift several of our staff from program to OE funds more
accurately to reflect what we believe to be the proper roles of
program- aha QE-funded personnel.

Furthermore, we believe that a comparison of OE expenses 1n FYs
89-91 with our FY88 budget is flawed because of the unigue economic
condaitions in Ecuador last year which resulted in local costs being
valued unusually low in dollar terms. From October 1, 1986 to
Septemper 30, 1987, the exchange rate increased by 39% from S/.153
to §/.212.8., rougnlv equivalent to the local inflation rate

- T
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of approximately 30%. In FY88, however, the sucre experienced a
substantial devaluation against the dollar (from October 1, 1987 to
September 30, 1988, the exchange rate increased from §/.212.8 to
§/.520.0, more than doubling at 144%). During most of the year, the
local inflation lagged behind this increase in the value of the
dollar by a substantial margin, especially as it affected local
salaries (which make up approximately 50% of the Mission's sucre
expenses). Thils translated into extremely low FY88 costs for local
procurement and salaries in dollar terms.

The picture has changed substantially in FY89. The inflation
rate caught up with the increased value of the dollar, and
eventually surpassed it. Inflation during the past year has been
over 90% (40-50% for salaries), while the exchange rate has gone up
by an average of only 19%. Consequently, a comparison of the
Mission's projected costs from FY89-91 to FY88 is unrealistic. 1In
order to assess properly the Mission's budgets for FYB9 and beyong,
one must consider costs auring FY87, a year which more accurately

reflectea the real cost of local services in aollar terms.

A meaningful comparison of program to staff/OE levels must be
based on the amount and nature of a Mission's portfeolio, not its
annual program levels from all sources of funding. Non-project
assistance {(e.g. ESF, food aid) 1s much less management intensive
than project assistance, and here and elsewhere requires less staff
to administer per dollar of assistance. Therefore, it is
lnappropriate to use the same ratios to compare countries with high
proportions of non-project assistance (e.g. Central America) to a
project~- and DA-intensive program such as we have in Ecuador.
Likewise, staffing ana management requirements do not fluctuate with
annual program levels, but with longer-term trends in the overall
portfelio. 1In our case, program levels of $50-%60 million in the
mid-1980s puilt up a substantial portfolio of close to $300 million
at the end of FY&7, The steps we are taking to streamline and focus
this portfolio, together with drastically reduced funding levels
this year and intoc the immediate future, will gradually reduce this
portfclio over the next few years, However, through FY91, the
program we are managing is still more reflective of $50 million/
year funding levels than the $25 million AAPL we are told to expect
in FY90.

On this measure, we believe that the program/staff relationship
in this Mission 1s reascnable and is not signficantly different now
or over the next two years than it has been since FYB7. Our ratios
have varied as follows from FYB7 through FY91:

Year Portfolio Staff Ratio
FYo7 §z9i.7m 144.0 Z.02
FY&E $260.2m 134.8 2.08
FY&Y $255.5m 132.3 1.93
FYy(0 44,7 130.3 1.8¢6
Fyyl $2zZ.4m 1ll6.6 1.91

— T4 —
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As this table indicates, reductions in portfolio between FY89 and
FY91 (13%) are roughly matched by reductions in staff (12%) over the
same period.

An additional factor that tends to inflate Mission staff and
operating expense levels in a simplistic analysis is the presence in
Ecuador of several regional offices serving all of South America.
The Regional Contracting Office (RCO), Regional Legal Advisor (RLA},
and Regional Housing and Urban Development Office (RHUDO) are
located in this Mission, and the Regional Environmental Management
Specialist (REMS) will move here from Lima in July. In F¥Y89, staff
associated with these offices and included as part of our manpower
levels total 9 FTEs; this will increase to 11 FTEs in FY90. While
we obviously receive services from these offices, it is not entirely
accurate to attribute all of their operating costs to .
USAID/Ecuador. For example, a substantial share of our monthly
communications budget is used by the RCO and RLA for matters related
to other AID programs in South America. In additicn, the Mission
supports these offices (including the entire RHUDO staff) through
services provided by the Controller's and Executive Offices. A
rough estimate indicates that perhaps another 7-8 FTEs are necessary
to provide this type of support. Therefore, from a total staff of
132.3 FTEs in FYB9 and 130.3 FTEs in FY90, as much as 10%-14% can be
attributed to these regional functions.

The Mission is alsoc making a major effort to re-orient the way
we do business. We are moving away from management-intensive
project efforts that involve us in a wide range of implementation
details toward a different relationship that puts responsibility for
these details on our counterparts., As described in our CDSS and
recent Action Plan, we are seeking to focus more on policy issues,
while reducing the number of areas and activities in which we are
involved. This is an evolutionary process, however, and the
management intensity of a portfolio such as the AID program in
Ecuador does not and cannot change overnight. For example, we have
found that it has probably taken as much or more Mission time to
terminate the Graduate Management School project than it would have
taken to manage it had it been implemented on schedule.

Based on the AAPL and out-year program levels, and the
additicnal efficiency galns we expect to make over the next year or
two, we do believe that substantial staff cuts will be necessary by
FY$%l, a trend that would continue in the following years. We have
reflected these reductions in this submission. 1In addition, we are
planning to undertake an in-depth management assessment with the
assistance of Training Resocurces Group (TRG) later this year, to
fine-tune these projections and begin to make more definite plans to
scaie back the size of our operations commensurate with the
disappointing program levels we have been given,
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The impact of these actions on our operating expense
requirements is not significant over the period of this ABs,
although they can be expected to have a larger effect in the
out-years. Nevertheless, QE levels in FY90 are essentially the same
as in FY¥87 in nominal terms, and are projected to be lower in FY91
than they were in FY87. This is possible despite the absorption by
the Mission of a substantial workload in support of regional offices
and the high costs of personnel reductions due to the need to budget
severance pay. A reduction in office rent costs that we were able
to negotiate during the past year has made a major contribution to
our ability to hold overall OE costs down.

In accordance with Bureau instructions from the Action Plan
review, we have projected the continuation of OE Trust Funds through
FY91. However, because of reduced dollar OE levels in FY90 (%$2.2
million at the enhanced level vs, earlier projections of $2.6
million), it will not be possible to build up an 18-month reserve as
suggested by the Bureau. In fact, Trust Funds currently available
will be exhausted by mid-FY90 given the $2.2 million OE level, and
we will then need to tap Trust Funds expected to be generated from
our FY¥89 ESF program. The remainder of these funds would be used in
FY31., Therefore, not only will we be unable to comply with Bureau
guidance on a Trust Fund reserve at current dollar QOE levels for
FY9%0, but we might again be put in a conflict-of-interest situation
on the disbursement of FY89 ESF funds in order to generate Trust
Funds to maintain our operations. &An additional dollar OE
allocation of $370,000 in FY90 would avoid this problem and result
in an increase in our dollar OE level of 7% from FY89. It should
also be noted that with ESF levels of the magnitude projected in the
ABS guidance (i.e. $4.25 - $5.0 million}), it would not be realistic
to continue after FY90 the kind of cash transfer program that would
generate OE Trust Funds.

Explanation of Cost Estimates

The most significant factor affecting local cost estimates in
the attached budget tables is the estimate made for inflation,
especially for salaries. At this point in time, there are no
reliable predictions regarding the direction the dollar will take in
relation to the local inflation. 1In order to budget for salaries,
we develeocped a linear projection based on the past year's actual
figures for salary increases in sucre terms, and the sucre for
dollar exchange rate.

Actual salary increments were calculated for all local employees
of the Mission from October 1988 through April 1989. When projectegd
out at the same rate, it would indicate an average growth of 47%
through the end of FY%0. The exchange rates obtained from October
1988 through April 1989, projected out to an annual increase of 29%
through FYY0. The percent differential is 18%, in real dollar



-5 -

terms, which is the rate we used to inflate local salary costs from
FY89 to FY90. With the expectation that local inflation and the
devaluation of the sucre would be more in balance in FY9%91, 10% was
used from FY90 to FY91l. This may prove excessive, but based on the
past year (50%), and next year's projection (18%}, this rate appears
reasonable at present. It is early enough in the budget cycle to
make adjustments if we eventually get a clearer picture of where the
dollar/inflation trends are going with respect to salaries.

USAID/Ecuador'’s total coperating expense requirements decrease
from FY90 to FY91 by $67,500 (2%), although dollar requirements for
the same period increase slightly ($97,000 or 4.5%). This minimal
increase in dollar requirements is attributed to the depletion of
all Trust Funds prior to the end of FY9l.

Individual line item increases from FY90 to FY91 which exceed 5%
are explained as follows:

Uloeé Education Allowances increase 15% from 71.7 to 84.4
thousand dollars. This net increase of $12,700 is
attributed to replacement USDH personnel which will
increase the number of students from 20 to 23 (budgeting
for 2 children per replacement). The increase also .
contemplates a 3% inflation factor.

Uli0 Other Mission Funded Code 12 increases 44% from 23.0 to
33.0 thousand dollars. This net incease of $10,000 is the
result of an increase in temporary lodging costs., 1In FY91,
5 USDH employees will be replaced, with temporary lodging
costs for both the outgoing and incoming families., 1In
FY90, the post assignments contemplated includes only three
replacements involving substantial temporary lodging costs.

Ull4d Home Leave Freight increases 15% from 5.5 to 6.3 thousand
dollars. This net increase of $800 reflects a slight

increase in the size of the families going on HL/R in FY91,

Uils Educational Travel increases by 39% from 12.6 to 17.5
thousand dollars. This net increase of $4,900 is the
result of 2 additional dependents eligible for educational
travel in FY91l. It alsoc provides for a 4% increase in the
cost of airfare.

U200 The entire U200 Foreign National Direct Hire category
increases by 9% from 213.7 to 233.7 thousand dollars. This

net increase of $20,000 is the result of a 10% projected
increase in the dollar cost of local salaries and benefits

{only 5% for Other Code 12), The dMission experienced a

-3
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real dollar increase of 50% in the cost of local persconnel
from FY88 to FY89, and has projected an increase of 18%
from FY8% to FY90.

Manpower Contract costs increase 19% from 629.1 to 747.7

thousand dcllars. This net increase of $118,600 includes
an additional 10% for the cost of local salaries and
benefits, but also reflects the real cost inherent in
reducing personnel, Severance payments to eight employees
totaling $130,000 will have to be absorbed in FY91 in order
to reach a Manpower Contract FTE level of 65.6.

Vehicle costs increase 80% from 20.0 to 36.0 thousand
dollars. This net increase of $16,000 corresponds to one
additional replacement vehicle required in FY91l. This
Mission has traditionally delayed procurement of
replacement vehicles as long as possible (beyond Agency
standaras), but obviously cannct continue to do so
indefinitely.

Qther Equipment procurement increases 33% from 1.8 to 2.4
thousang dollars. This net increase of $600 is attributed
to replacement space heaters for residences.

Transportation/Freight - All U600 increases 8% from 35.2 to
37.9 thousand aollars. This net increase of $2,700 is the
result of slightly higher NXP procurement in FY91, and the
types of items planned for procurement in that year.

—37—



Organization USAID/Ecuador

TABLE VIII(b)

Information on U.S. PSC Costs

Job Title/Description FY 1988 FY 1989 FY 1990 FY 1991
- Private Enterprise Officer 52.0 31.1 0.0 0.0
(1/14/88- {10/1/88-
9/30/88) 2/28/89)
- Program Specialist - Agric. 12.6 0.0 0.0 0.0
and Private Sector (3/14/88-
11/12/88)
- Chief Financial Analyst 26.5 18.8 31.1 33.0
{12/22/87- {(12/22/88- (10/01/89- (10/01/90-
12/21/88) 9/30/89) 9/30/90) 9/30/91)
- Controller's Assistant 50.0 63.6 99,7 0.0
{3/24/88- (1/01/89- (10/01/89-
12/31/88) 9/30/89) 9/30/90)
- Deputy Executive Officer 54.1 47.9 74.6 0.0
(9/10/88- {(1/10/8%- (10/01/89-
1/09/89) 9/30/89) 9/30/90)
-~ Voucher Examiner 0.0 2.6 0.0 0.0
(5/04/89-
6/29/89)

- Project Manager - Public 0.0 2.5 35.0 37.1
Affairs (Regional Andean (9/01/89 (10/01/8%- (10/01/90-
Peace Scholarships) 9/30/89) 9/30/90 9/30/91)

- SDAA Project Coordinator 0.0 0.0 9.4 10.0
(20 hours per week) (10/01/89- (10/01/90~

9/30/90) 9/30,/91)
TOTRLS 195.2 166.5 249.8 80.1
Note: All U.S. PSC costs are dollar funded.



Organization USAID/Ecuador

Information on F.N. PSC Costs

TABLE VIII (b)

Job Title/Description

- Program Officer

- Contracts Specialist

- Program Specialist - Proj.
Development & Impl.

- Program‘Specialist -
{Natural Resources)

- Program Specialist -
{Agriculture)

- Project Advisor - Small
Enterprise Development

- Housing & Urban Development

Officer

Total Dollar Funded
Total Trust Fund

GRAND TOTAL

FY 1988
37.3
(11/01/87-
12/20/88)
27.6
(2/07/88-
8/31/89)
* 6.0
(11/09/87-
11/08/88)

0.0

0.0

0.0

FY 1989 Fy 1990 FY 1991
26.4 36.5 38.0
(12/21/88- (10/01/89- (10/01/90-
9/30,89) 9/30/90) 9/30/91)
0.4 * 19.1 * 21.0
(9/01/89- (10/01/89- (10/01/90-
(9/30/89) 9/30/90) 9/30/91)
11.5 * 14.6 * 16.1
(11/09/88~ (10/01/89- (10/01/90-
9/30/89) 9/30/90) 9/30/91)
12.6 * 16.6 * 18.3
(12/12/88- (10/01/89- (10/01/90-
9/30/89) 9/30/90) 9/30/91)
8.0 * 20.5 * 22.6
(6/04/89- {10/01/89- ({10/01/90-
9/30/89) 9/30/90) 9/30,/91)
7.6 * 19.8 0.0

(6/15/89- (10/01/89-
9/36/89) 9/30/90)
29.6 0.0 0.0
(7/01/89-
9/30/89)
96.1 36.5 38.0
0.0 90.6 78.0
96.1 127.1 116.0

* Indicates Trust Fund funded contract (all others dollar funded)

—3¢ -



Organization USAID/Ecuador

TABLE VIII{C)
Manpower Contract Detail

Description FY 1988 FY 1989 FY 1990 FY 1991
Manpower Contract for FSN
Personnel:
- Program Planning 16.8 22.7 27.1 39.5
(1.7) {2.3) {2.1) (2.7)
- Financial Management 84.2 115.0 147.2 185.8
(13.3) (12.6) (14.9) {13.1)
- Administrative Management 64.3 B86.4 98.8 130.5
(15.6) (15.2) {15.9) (15.9)
- Clerical/Secretarial 88.4 125.9 143.4 170.2
(20.2) (18.8) (19.6) (16.9)
- Charforce/Maintenance 42.0 70.1 (1) 56.0 81.8
(11.0) (8.3) (8.0) (5.2)
- Drivers 36.7 44.3 45.3 48.5
{8.3) (8.2) {8.4) (7.5)
- Project Management 63.9 96.7 111.3 91.4
(5.9) (6.7) (4.7) {4.3)
TOTAL U.S. DOLLAR FUNDING 376.1 261.1 658.9 334.5
TOTAL TRUST FUND FUNDING 30.2 300.0 560.2 413.2
TOTAL COST 406.3 561.1 629.1 747.7
TOTAL F.T.E. (76.0) (72.1) {73.6) {65.6)

SEVERENCE PAY INCLUDED:
FY 1989 FY 1991

(1) 21.0

(2) 45.0

(3) 18.0

(4) 30.0

{5) 25.0

=y 12.0
21.0 130.0

——

-75s -

(2)

(3)

(4)

(5)
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Organization USAID/Ecuador

TABLE VIII(d)
Contractual Services/Special Studies/All Other Code 25 Detail

Description Fy 1988 FY 1989 FY 1990 FY 1991
U521 - Consulting Services:
Price Waterhouse - to 28.0 0.0 0.0 0.0
conduct an independent {0.3) '
Internal Control Assessment
U522 - Mgnt/Prof. Services:
Development Associates - 31.6 0.0 g.0 0.0
to conduct Mission specific (0.2)
Project Impl. Course
Training Resource Group - 0.0 14.8 0.0 0.0
to provide the AID staff with {0.1)
specialized training in mgnt.
skills and technigues,
Training Resource Group - 0.0 28.5 0.0 0.0
to follow up on mgnt. skills, (0.2)
and perform mgnt. assessment of
opportunities for improved
efficiency.
U599 - All Other Code 25 Detail:
(No single contract over $5K)
- Temporary Personnel 5.1 5.8 6.7 7.4
(1.6) {1.5) (1.5) (1.5)
- Training/Meetings 2.3 6.9 4.0 2.0
- Medical Examinations 2.7 2.0 2.0 2.0
- Legal Services 0.0 4.5 2.0 1.0
- Summer Hire Program C.0 5.4 5.7 6.0
(1.1) (1.1) (1.1)
- Renovation Contracts 0.0 4.8 3.0 5.0
- Misc. Office Operations 11.6 12.7 15.6 16.1
TOTALE 81.3 85.4 39.0 9.5

Note: All of the above is dollar funded.
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Organization USAID/Ecuador

TABLE VIII{e)
ADP Hardware Purchases

Description Quantity FY 1988 FY 1989 FY 1990 FY 1991

~ 288 MB Disk Pack

-~ V5 DP/WP Workstations

- Dualport TC CTLR (15/65)
- 32 Port SER CTLR

- 2-port Disk Drive CTLR

- VS 65 Upgrade (to 4 MB)
- Two 3 314 MB Fixed Disks
- Laser Printer

- PC280-3 System

- Math Cnip for PC280

- DSK-0720-pPC2-9

- Mone Monitor Arm

- QOCR-B Font for LPS-8

- Courier 12 Font for LPS-8
- Cable Interface Kit

- Disk Drive Cable A

- Disk Drive Cable B

- Laptop computer w/printer
- PC-38B2

- 314 MB Fixed Drives (2)
- PC-280 w/printer

- 32 port upgrade

- Projection Panel

-
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- 700 LPM shuttle printer . 1 .
- PACE - l v -
- WP PlUS . - .

TOTALS 82.2 74.6 34.1 29.7
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2.0
7.6
21.0
22.6
2.0
25.4
22.2

GRAND

TOTAL

0.0
0.0
6.0
0.0
0.0
¢.0
0.0

TOTALS
PROG

OE/TTF
2.0
7.6
21.0

2.0
25.4
22.2

Table VITI(f)
22.6

0.0
0.0
0.0
0.0
0.0
g.0
0.0

IGN NATIONAL
PROG

'S
QF/TF
0.0
3.9
14.5
17.0
1.0
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20.4
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0.0
0.0
0.0
0.0
0.0
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0.0
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Table VIII(f)

USAID/Fcuador

ORGANTZATION

HUMAN RESOURCE TABLE

LATION OF WORKYEARS TO ACTIVITIES
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TOTALS
OE/TF __PROG TOTAL

Table VIII(f)

FOREIGN NATTONAL
PROG

NON-DIRECT HIRE
OE/TF

U.5. NATIONAL
OE/TF

PROG

OE LEVEL $2,200.0 (Enhanced)

HUMAN RESOURCE TABLE

RELATION OF WORKYEARS TO ACTIVITIES
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6. PL-480
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FY 1991 ANNUAL BUDGET BUBMISSION
TABLE XIII
PL, 480 TITLE lI* See Attachment

I. Country

Sponsor’s Name

A. Maternal and Child Health. . . . . Total Recipients

No. of Recipients ' (Thousands)
by Commodity Name of Commodity EGS DOLLARS
Total MCH
B. School Feeding. . . . . . . . .« « .Total Recipients
No. of Recipients - {(Thousands)
by Commodity Name of Commodity KCS DOLLARS

Total School Feeding

C. Other Cchild Feeding . . . . . . . .Total Recipients

No. of Recipients ) : (Thousands)
by Commodity Name of Commodity KGS DOLLARS

Total Other Chiléd Feeding

D. Food for Work . . . . « « « s « - Total Recipients

No. of Recipients (Thousands)

by Commodity Name of Commodity KGS DOLLARS

Total Food for Work

E. Other (Specify) . . . . . . . . . .Total Recipients

No. of Recipients " _{Thousands)

by Commodity Name of Commodity KGS DOLLARS

|

Total Other

II. Sponsor’s Name

_.945‘ -



*The Mission does not plan to continue its PL-480 Title II
Feeding Program when the current program with Catholic Relief
Services expires at the end of FY-89. However, the US$621,800 of
Title II Food Planned for Ecuador in FY-90 may be used for a
targeted feeding program in response to a possible hunger c¢risis
brought on by the current economic hardships.

A study whose purpose is to assess the severity of the hunger
crisis is currently underway. Following review of the study's
results the Mission will make a decision and advise AID/W in a
cable at the end of June.



7. Privatization Plan Narrative
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The current

ANNEX J

PRIVATIZATION PLAN

setting in Ecuador is not conducive to undertaking

privatization initiatives. Statements made by the current
administration indicate that it is committed to continued

involvement

in state enterprises despite low public sector

productivity, waste, inefficiency and large recurring subsidies.
Given the setting, the Mission does not plan to aggressively
pursue privatization initiatives at this time. The Mission is
committed to working toward the reduction and eventual

elimination
enterprises
Government,
such as the
enterprises

of price supports and state-owned marketing

and in its policy dialogue with the Ecuadorian

the Mission plans to give high priority to measures,
removal of subsidies, which will impact on these

as well as improve the overall GOE fiscal situation.



8. Micro, Small and Small Farm Enterprises
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II.

III.

The Commitment of Non-Project Assistance
Local Currency Generations for Micro and Small Enterprise

Programs

(In Thousands of U.S. Dollars Rquivalents)

FY 88
Actual

From ESF Generations

A.

For Micro Enterprises
1. Por Credit 400
2. Por TA/Training _—

For Small Enterprise
1. Por Credit -
2. Por TA/Training _

For SEnrall Farmer
1. For Credit
2. For TA/Training

From DA Generations

A.

For Micro Enterprises
l, For Credit
2. For TA/Training

For Small Enterprises
1. For Credit -
2. For TA/Training -

For Small Farmer
1. For Credit
2. For TA/Training

From P.L. 480 Generations

A'

For Micro Enterprise
1. For Credit
2. For TA/Training

For Small Enterprises
1. For Credit
2. For TA/Training

For Small Farmer
1. For Credit
2. For TA/Training

Y 89
Est.

300
160

200

FY %0 FY 91
Req. AAPL
500 600
100 200
400 500
100 160



FY 1991 Annual Budget Submission
Table to Annex K

Micro, Bmall, and Small Farm Enterprises

ESF and DA
Dollar Commitments for Micro
And Small Enterprise Programs
(U.5. Dollars Thousands)

rY 88 FY 85 FY 90 FY 81
Actual Est. Reg. AAPL

ESF Dollar Commitments *
A. For Micro Enterprise

1. For Credit 421 300 700 -

2. For TA/Training - 300 200 -
B. For Small Enterprise

1. For Credit -- 300 400 -

2. For TA/Training -- - 100 --

C. For Small Farmer
1. For Credit - - —_— -
2. For TA/Training - - - _

DA Dellar Commitments
A. For Micro Enterprise .
1. For Credit - - - —

2. For TA/Training -- - - 250
B. For Small Enterprise

1. For Credit - 300 300 -

2. For TA/Training - 1,200 1,200 250

C. For Small Farmer
1. For Credit —_— -_ _ —
2. For TA/Training -- - -- -

*Dollar estimated at §/.500

-
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9.

Narcotics Table XIV and Narrative
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PY 1991 ANNUAL BUDGET SBUBMISSION

NARCOTICS ACTIVITIES

Country 518- Ecuador

Area Develor ment Projects:

FY 1988
Proj. # Proj. Name Actual
NONE
Subtotals
Narcotics Awareness Prcjects:
" FY 1988
Proj., # Proj. Nare - Actual
518-0064% Narcotics Education 660
518-0067 Andean Peace Scholarship
Program 0
ESR-~58-00 National Drug Prevention
Campaign 0
Subtotals 660
Totals 660

Fy 1989 FY 1990

Bctimate Regquest

FY 1991
AAPL

(Obligations - $000)

FY 1989 FY 1590
Estimate Recuest
(O0bligations - $000)
640 862
215 0
515 o*
1,370 862
1,370 ___29%__

FY 1991
ARPL

738

738

738

* Use of ESF L/C resources will be considered in FY 90 and beyond, as approprlate, in

response to emerging needs

-5 7



TABLE XIV NARRATIVE

NARCOTICS

Through the Drug Information and Public Awareness Project,
USAID/Ecuador is assisting the local PVO Fundacidén Nuestros
Jévenes (FNJ) to strengthen drug prevention education, drug
enforcement activities and coca eradication programs in Ecuador.
The porpuse of the program is to increase public awareness about
the negative implications on the social, economic and political
well-being of the country resulting from the illegal production,
trafficking and usage of narcotics.

Through the AID-financed narcotics awareness project, the FNJ has
and will continue to:

a. Urge the Ecuadorian Congress to enact legislative reforms to
strengthen narcotics legislation. In coordination with the
Faculty of Law of the Catholic University, new draft
legislation has been prepared and will be presented to the
Government of Ecuador {(GOE) for review and transmittal to
Congress by early FY89.

b. Hold discussions with the GOE to highlight the importance of
drug awareness and education programs and, with ESF local
currency support, provide the Ministry of Education (MOE)
with technical assistance to introduce drug prevention
education into the public school curriculum.

c. Enccurage the MOE to implement a national drug prevention
campaign through the public schools which will initially
utilize parent associations.

The key project/program activities are:

a. The FNJ, together with the Ministry of Health, conducted the
first nation-wide epidemiological study on drug usage and
public attitudes. The quantitative information from the
epidemiological study, in addition to the gualitative data
from the other studies noted below, will enable the FNJ to
better focus its interventions and public awareness campaign,
as well as to identify other strategic areas for information
gathering.

b. The nationwide dissemination of results of the
epidemiological study on drug use and public attitudes as
well as completion and disseminaticon of results of several
other studies, including "Children in the Streets”,
"Small-Scale Drug Traffickers", "Urban Youth", and the
"Political, Economic and Social Effects of Drugs in the
Andean Region",

—
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c. Continuation of programmatic activities related to drug
awareness and prevention, which include implementation of an
institutional agreement between the MOE and the FNJ to
initiate the development of a drug prevention education
curriculum within public schools.

In this regard, thirteen MOE personnel have been seconded to
the FNJ and are in the process of planning for curriculum
development, as well as for a nationwide education campaign.
USAID/Ecuador is supporting this effort through the FNJ and
by providing $515,000 in ESF local currencies to the MOE. In
addition, USAID has sent 26 MOE professionals through the
Andean Peace Scholarship Program to the U.S5. to observe
public school drug prevention programs and to prepare them
for drug prevention education curriculum development.

d. Strengthening administration and program activities of FNJ
provincial nuclei in five provinces of Ecuador and two
information centers in Quito and Guayagquil.

e. Expansion nationwide of the community action and information
dissemination campaign to raise public awareness about drug
usage and the political, social and economic effect that
drugs have on society.

A mid-term evaluation of the project was conducted by independent
consultants. The evaluators gave high marks to the program
elements of the project and low marks to the administrative and
financial elements of FNJ. The FNJ has subsequently hired new
financial and administrative personnel. USAID/Ecuador is pleased
with the progress the FNJ is making in responding to the
recommendations of a recent financial and administrative review.
The project is fully funded at $1,600,000, and a follow-on
project with the FNJ is planned for FY 1990. The estimated
funding level is $1,500,000.

PLANNED AND FUTURE ACTIVITIES (1992 -~ 1995):

l. Consolidate private and public sector activities initiated
under the original grant to the FNJ.

2. Expand coverage of prevention education activities to
provinces identified as high risk areas for drug production,
trafficking and use.

3. Continue research, information and lobbying efforts related

to critical legal and drug abuse issues through concerned
private and public sector organizations,

—-53





