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PROJECT AUTHORIZATION
 

Name of Country: Ecuador 
Name of Project: Policy Dialogue Support 
Number of Project: 518-0089 

1. Pursuant to Sections 105 and 106 of the Foreign Assistance Act of 1961,
 
as amended, I hereby authorize the Policy Dialogue Support Project (518-0089)
 
for Ecuador, involving planned obligations of not to exceed two million eight
 
hundred thousand United States dollars ($2,800,000) in grant funds over two
 
years from the date of authorization, subject to the availability of funds in
 
accordance with the AID OYB/allotment process, to help in financing foreign
 
exchange costs for the project. The planned life of the project is four years
 
from the date of initial obligation.
 

2. The project goal is to improve income distribution and productive
 
employment opportunities through broad-based, self-sustaining growth. The
 
project purpose is to establish a process and a mechanism for informed
 
macroeconomic policy dialogue and discussion, based on the knowledge,
 
analysis, implications and advantages of outward and market oriented policy

reform in the medium to long term. The project consists of four compcnents:
 
policy dialogue, leader training in economics, university training in
 
economics, and data generation and analysis. Under the policy dialogue
 
component, the following activities are expected: studies, analyses, and
 
networking; macroeconomic and public policy seminars; and an economics
 
journal. Under the second component, leader training in economics, the
 
following activities are expected: economics education seminar; short-term
 
economics workshops; private sector economics seminar; and an intensive
 
economics education seminar. Within the third component, university training
 
in economics, the subjects of seminars and workshops will probably be
 
curriculum reform, teaching methodology, and content area. The data
 
generation and analysis component will likely include seminars and workshops
 
designed to improve the technical abilities of data producers and to increase
 
cooperation among and between data producers and users.
 

3. The project agreement, which may be negotiated and executed by the
 
officers to whom such authority is delegated in accordance with AID
 
regulations and delegations of authority, shall be subject to the following
 
essential terms and covenants and major conditions, together with such other
 
terms and conditions as AID may deem appropriate:
 

a. Source and Origin of Commodities. Nationality of Services
 

Commodities financed under this project will have their source and
 
origin in the United States, except as AID may otherwise agree in writing.
 
The suppliers of services, including ocean shipping services, shall have the
 
United Staces as their place of nationality, except as AID may otherwise agree
 
in writing.
 



b. Waivers 

Based on the Justification for Waiver of Nationality, in the Project
 
Paper, the following waiver to AID regulations is hereby authoriseds
 

(1) A nationality waiver in the amount of $2.8 million from AID
 
Geographic Code 000 (U.S. only) to Code 941 (Selected Free World) to
 
permit the procurement of technical assistance services from the
 
Instituto Centroamericano do Administraci6n de Empresas (INCAE).
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Mission Director
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POLICY DIALOGUE SUPPORT PROJECT
 

This grant proposal is submitted by the Instituto Centroamericano
 
de Administracion de Empresas (INCAE) to the USAID Mission to
 
Ecuador to provide a variety of project activities related to
 
strengthening economic decision-making and development in Ecuador.
 

I. Project Rationale and Description
 

A.. Rationale for Proiect
 

1. Review of Policy Making Milieu
 

In 1979 Ecuador returned to a democratic administration after seven 
years of military dictatorship during the period 1972-1979. During 
this period there have been three democratically elected 
administrations; Roldos-Hurtado Administration 1979-1984; the 
Febres Cordero Administration 1984-1988; and the present Borja 

- Administration 1988- 1992. In the three administrations there has 
been a pendulum swing from the center-left Roldos-Hurtado
 

Cordero
Administration ; followed by the center-right Febres 

Administration; and now a swing back to the center-left Borja
 
Administration.
 

During this ten year .period Ecuador's economic policies are best
 
described as inconsistent, not coherent, and with considerable
 
confrontation %.and distrust among public and private sector
 
entities. Each administration has intervened with a series of
 
policies which have created distortions and at times
 
contradictions.
 

When the Borja- administration entered office in August, 1988,
 
Ecuador's economy was in a near crisis. Inflation had reached the
 

in the
historical high of 63 percent, the value of the sucre 

official market had become grossly overvalued and the value of the
 
sucre in the free foreign exchange market was depreciating sharply,
 
capital flight was increasing due to political uncertainties, trade
 
and interest arrears to international creditors had reached about
 
one billion dollars, and negotiations to reschedule Ecuador's debt
 
to private banks were suspended. Because the incoming government's
 
platform was broad and general, it was difficult to predict the
 
type of economic policies the Borja administration would adopt to
 
address these and other serious problems.
 

Economic policy making in Ecuador is characterized by a scenario
 
of a host of actors (executive administration, National Congress,
 
private sector entities, and labor groups) competing for vested
 
interests. Historically, policy formation is presented by specific
 
groups who muster support and get laws and regulations passed that
 

not always in the national interest
benefit certain groups. This is 

nor in Ecuador's interest in the world arena. In many cases there
 

broad understanding
is insufficient attention given to developing a 

of and support for needed policy reform and the consequences of
 
such policy reform.
 



The present administration has shown some commitment to adopting

rational economic policies. The Government is caught between forces

of both the right and left, which see these changes and reforms in

economic policies as endangering their particular interests. The
difficulty is to implement and sustain sound policies in the face

of this opposition. Some of the problems faced in policy reform in
Ecuador are ideological rather than analytical reactions to

economic policies, reliance on outdated conventional wisdom, and
political rather than economic concerns. Without a tradition of or

mechanism for discussion between various factions, it can be

expected that further structural reforms will be difficult to

implement no matter which party dominates the government.
 

There is general recognition that Ecuador has some highly qualified
economic policy makers. Some of these 
officials arise to policy

decision-making positions. However, just below the top ministerial
 
level, there are not as well-qualified public sector officials who
-'may formulate policy and also must implement those policies. There
 
is a perceived need that these officials require training

assist in formulating policy. The 

to
 
same rationale relates to key
members of Congress who must revise and formulate economic policy


legislation.
 

Equally important, 
in the private sector, there are a host of
 
private sector leaders! who represent chambers of commerce and
industries, private sector groups, and labor groups, who require

more sustained economic training to provide them with background

for advocating policy reforms.
 

At the -university level, for 
a lot of complicated and varied
 
reasons, economit'university deans and professors do not possess

the understanding and 
information to provide well-balanced and
 
informative economic training for their students. As a result, much,
 

possess homogenous macroeconomic models that quantify the behavior
 

of the economic training 
haphazard and-incomplete. 

at the Ecuadorian universities is 

Latin America in general, and Ecuador in particular, does not 

of their economies. This information thus is handled by

organizations in developed countries. That conclusion was detailed

recently by the Corporation of Economic Research for Latin America
(CIEPLAN-Chile). CIEPLA,'s recent assessment stated that Ecuador
 
must begin to apply techniques that permit the country to give more
uniform numerical values to political economy. A representative of

the Ministry of Industries stated recently that Ecuadorian

economists should recover and put into practice the importance of
 
economic decision-making tools such as econometrics, quantitative

decision-making tools, so that rational economic policy decisions
 
can be made in the country.
 

While short-term stabilization has clearly been the Government of
Ecuador's top priority, the continuation of anti-inflation policieswill stifle in, 'stment and growth if they are not supplemented by
structural ref c ms. For the medium term, Ecuador must begin now to
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respond to fundamental development problems in macroeconomic as
 
well as sector policy formulation so as to stimulate self
sustaining growth and greater employment opportunities.
 

Successive Ecuadorian governments have continuously intervened in
 
the economy with a series of policies which have created numerous
 
distortions. Government intervention exhibits several elements
 
found in most Latin American countries: high manufacturing sector
 
protection; minimum-wage and labor stability legislation which has
 
led to very capital-intensive investment practices; interest rate
 
policies which encourage capital flight and limit domestic savings
 
and the efficient allocation of resources; sectoral requirements
 
for bank lending; and price controls of some privately produced
 
basic-needs products and government subsidies to others.
 

2. Economic Background
 

Since the crisis of the early 1980's, Ecuador's economic
 
-performance has improved somewhat. Nevertheless, many problems
 
remain unsolved and-in need of attention.
 

Inflation rates in the late 1980's were both high and unstable(33%
 
in 1987, 86% in 1988, and 54% in 1989). Although the Government of
 
Ecuador has gradually amended its price-setting policies--raising
 
petroleum prices and electricity and telephone rates and reducing
 
the number of goods for which the government sets prices--price
 
distortions still exist and real prices for some goods have
 
declined.
 

Growth in real GDP has been uneven (-5.5% in 1987, 12.8% in 1988,
 

0.5% in 1989). the only major sector of the economy which
 

experienced significant, consistent growth in the 1984-1988 period
 

was agriculture and livestock.
 

Real GDP per capita has declined overall in the 1980's, falling
 

from a high df $1,081 in 1980 to 19848's figure of $1,053, and
 

low $960 distribution is highly
reaching a of in 1987. Income 

unequal. The World Bank estimates that the lowest two quartiles of
 

the population receive only 11.9% of income in rural areas and
 

18.9% in urban areas.
 

The value of the sucre in international markets has Cenerally been
 
dramatically against the dollar
competitive, but has declined 


through the 1980's. Ecuador's balance of payments deficit has been
 

for the past three years, although it has bee- reduced
negative 

somewhat. (In 1987 the current account deficit represented 12.4%
 

in 1989, 5.1%.) Net international
of GDP, in 1988, 6.2%, and 

reserves decreased dramatically (from -$15 million in 1987 to -$176
 

to
million in 1988), but then increased by $379 million $203
 

million in 1989.
 

Debt service payments demand an increasing share of resources. 
For
 

instance, Ecuador's debt to GDP ratio jumped from 68.3% in 1985 
to
 

its debt to export ratio (assuming rescheduling in
114% in 1988; 
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1988) more than doubled in the same period (from 32.9% in 1985 to
 
69% in 1988). Moreover, Ecuador suspended interest payments on
 
commercial bank debt in early 1987. Partial interest payments to
 
banks were begun in June, 1989, as external debt negotiations seem
 
to be progressing slowly.
 

3. Socio-economic Trends
 

In addition to these economic problems, Ecuador faces growing

social pressures. Infant mortality remains high, at 51 deaths per

1000 live births, as does child mortality, at 73 deaths per 1000
 
live b,?.ths. Ecuador's population growth rate was 2.7% in 1988,

and averaged over 3% from 1961 to 1982, well above the Latin
 
American average.
 

Growth in the economically active population (EAP), and the
 
accompanying need for substantial economic growth in order to
 
absorb new workers, is expected to be rapid, since 55% of Ecuador's
 
population is between the ages of 15 and 64 (primary working ages)

and another 41% of the population is between the ages of 0 and 15
 
(and thus will be entering the work force in the next two decades).
 

Efficiency and quality of education at all levels is lacking,

partly because politics dominates policy for the education sector.
 
Costly universities and'superior institutes" have proliferated in
 
an irrational -manner, while completion rates at the primary and
 
secondary levels remain relatively low (75% for primary schools in
 
urban areas and only 42% in rural areas).
 

Access to basic infrastructure is still limited. Overall, only 59%
 
of all Ecuadorifns have access to potable water, while only 30% of
 
rural Ecuadorians hgve such access. Even a smaller percentage has
 
access to adequate sanitation facilities--19% of the rural
 
population and 60% of the urban. In urban areas, over 37% of all
 
housing units'have no electricity, while in rural areas the figure

is 67%. In addition, Ecuador faces increasing problems resulting

from rapid urbanization. Currently, slightly more than 50% of the
 
population lives in urban areas; in 5 years (1995), that figure

will increase to approximately 60%.
 

Even now, however, basic needs for jobs, housing, and services of
 
the urban population are not being met. Combined under- and un
employment in Quito in 1987 was 20% and in Guayaquil 18.6%. Some
 
70% of urban families arrange for their own housing through the
 
informal sector, with resulting problems in land titling, quality

of construction, and access to basic infrastructure (especially

water, but also sewage, drainage,electricity, and roads).
 

4. Professional- and University-Level Training in Economics
 

The university system is recognized to be in need of fundamental
 
reforms. Graduates from higher education often do not have the
 
skills and knowledge to adequately address the demands of their
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a recent study of the education sector
subsequent occupations. As 

that the universities
concluded, this inadequate training means 


are not satisfying requirements for planning national development.
 
academic training pervades all areas of study.
This weakness in 


reform is not
Unfortunately, a frontal attack on university 

possible with this project.
 

These weaknesses are as prevalent in university departments of
 
economics as in other areas. This situation is particularly
 
worrisome in this subject, however, since training in economics is
 

crucial -for the formation of national development policies.
 
a fundamental link
Improvements in economic training are seen as 


in the country in the
for the sustainability of policy dialogue 

long term. In the immediate term, though, the need remains to
 

improve the level of training of economists currently involved in
 

the economic decision making and policy formulation process in the
 

public, private, labor and university sectors. Without a large body
 

of well trained and competent economists providing support to the
 
the economy, efforts to form a consensus are
transformation of 


likely to be difficult. The need to improve the level of training
 
in economics is strongly felt as a basis for improving the chances
 

for success, or sustainability, of a long term policy dialogue
 
between different sectors of the economy.
 

5. Information Base for Policy Decisions and Dialogue
 

The basis for discussing and making economic policies is a sound
 

information system, one that provides reliable, timely and adequate
 

statistics to decision makers, interested parties and the general
 

public. At the same time, these users of statistics must be capable
 

of understanding And digesting the information available and its
 

limitations.
 

for the production of statistical
The main organizations 

following public sector
information in Ecuador include the 


organizations; CBE, the Central Bank of Ecuador (trade and balance
 

of payments accounts, national accounts, sector surveys, monetary,
 

financial and debt statistics); INEC, National Institute for
 

Statistics and Census (household surveys, income, consumption and
 
statistics, construction indices,
agricultural surveys, price 


population); INEM, National Institute for Employment (unemployment
 

and general labor statistics); Ministry of Finance (fiscal data,
 

tariff data, trade statistics); and the Ministries of Agricultural,
 

Energy, Education, Health and Social Welfare (sector statistics).
 
of public banks and regulatory agencies


In addition, a number 

provide statistics on business activities and credit statistics.
 

include the Banco Nacional do Fomento (BNF), Banco
 
These 


(BEV), Superintendencies of Banks and

Ecuatoriano de Vivienda 

Companies and the Stock Exchange.
 sector by the

Statistics are also. generated from the private 


Chambers for Construction and Industries as well as Cedatos, 
which
 

in addition to a number of regular series on price, 
employment and
 

health statistics will also provide statistics on a contract 
basis.
 

Ecuador

The principal user of statistics is the Government of 
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economic team, composed of the Minister of Finance, the President
 
of the Monetary Board, the technical director of CONADE and the

general manager of the Central Bank, all of whom are well
 
qualified. However, it is the slaffs of the various ministries and
the Central Bank which must carry out the difficult task of
 
processing the available statistical information required for
policy discussions and decisions, indicating important trends and
 
projecting into the future the consequences of alternative
 
policies. It is this second line of managers and technical
 
personnel which should be considered the main official users of
 
statistics.
 

In addition, the user community includes the press, chambers of
 
commerce and industry, university and independent researchers, as
well as individual businessmen who must make production and
 
investment decisions 
on the basis of national and international
 
economic data.
 

-Finally, there are the main bilateral and multilateral donor

agencies in Ecuador which are 
required to prepare significant

economic documents as the foundation for their program.
 

As is common with many developing countries, the statistical base

in Ecuador is decentralized and coordination is poor among

producers of statistics as well as between producers and users.

Financial resources -as well as staffing tend to be inadequate and
 
lead to substantial competition between agencies well as
as 

secretivenessregarding methodologies and even the availability of

data. Therefore access is difficult, with the user community

lacking both the equipment and skills to take advantage of even
 
the available information. In many cases, because of these
 
difficulties, -useful information 
is often underutilized while

ministries set up their own statistical units to produce and
 
process information which they cannot obtain in a reliable, timely

or adequate fashion from the official statistical agencies of the
 
government.
 

Furthermore, since similar data produced by different entities

usually follow different methodologies and refer to different time
 
periods, there appear to be substantial disagreements in basic
 
data. Instead of being the basis for refinements and improvements,

such disagreements discredit the data and the organization which

produced it. As a consequence of this lack of confidence in

official statistics, policy discussions and decisions tend to be

made on the basis of best guesses and incomplete or insufficient
 
information.
 

6. Project Rationale
 

The project rationale is based on a hypothemis about macroeconomic
 
policy and structural reform in Ecuador. This hypothesis is that

coherent macroeconomic policies and an outward oriented and market

driven economy is in the best interest of Ecuador for realizing

sustained economic growth. If this approach were followed Ecuador
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would be able to achieve the project goals of improved income
 
distribution and productive employment opportunities through broad
based, self-sustaining economic growth.
 

B. 	 Project Description
 

This 	grant proposal is submitted by the Instituto Centroamericano
 
de Administracion de Empresas (INCAE) to the USAID Mission to
 
Ecuador to provide a variety of project activities related to
 
strengthening economic decision-making and development in Ecuador.
 

1. Project Goal
 

The project goal is to improve income distribution and productive

employment opportunities through broad-based, self-sustaining

economic growth.
 

2. Project Pur4o2e
 

The project purpose is to ectablish a process and a mechanism for
 
informed macroeconomic policy dialogue and discussion, based on
 
the knowledge, analysis, implications and advantages of outward
 
and market oriented policy reform in the medium to long term. This
 
will be accomplished through a combination of concepts involving

consensus-building, policy dialogue, macroeconomic training,

improvement of economic training at the Ecuadorian universities,

and improved coordination of economic research.
 
The project purpose will be implemented through four coordinated
 
and integrated specific project purposes related to the projects'

four components as follows:
 

a. 	 Conducting consensus-building activities, intensive
 
policy studies, analysis, and policy dialogue seminars
 
with publkc and private decision makers so that they have
 
fundamental understanding of coherence required for
 
outward and market oriented policy reform.
 

b. 	 Conduct macroeconomic training for public and private
 
sector leaders with an emphasis on outward and market
 
oriented policy reform so that they can produce improved

economic analysis that will lead to well-founded macro
 
economic policy reform.
 

c. 	 Work with Ecuadorian university economic faculties to
 
provide macroeconomic training, curriculum reform, and
 
teaching methodologies that reflect a more open approach

to macroeconomic education.
 

d. 	 Work with Ecuadorian economic research entities to
 
provide well-coordinated and integrated economic
 
investigation s6 that both the data generation

institutions and their users have more coherent and well
founded research for improved macroeconomic policy
 
reform.
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3. Project Beneficiaries
 

The project beneficiaries are:
 

a. 	 Approximately 780 (some duplications) executive level
 
public and private sector leaders who will attend the
 
policy dialogue seminars and approximately 1,000 people

who will receive the economic journals.
 

b. 	 Approximately 65 public sector officials for economic
 
training; 250 additional public sector officials for
 
short-term economic training; and 150 private sector
 
leaders for short term economic training.
 

c. 	 Approximately 200 university professors and deans for
 
diagnostic seminars and about 320 professors for
 
university economic training and curriculum
 
reform/teaching methodology seminars.
 

d. 	 Approximately 400 economic research professionals and
 
economic research users for datd generation and analysis
 
seminars.
 

4. Project Strategy and Rationale
 

This grant proposal is for INCAE.to organize and conduct a series
 
of development activities all under a general umbrella entitled
 
the Policy Dialogue Support Project. These activities would take
 
place in Ecuador. over a three year period July 1,1990- June 30,
 
1993.
 

This project provides activities that will set up conditions for
 
political and economic policy making and formation in Ecuador. At
 
the most conceptual level, it attempts to bring about a wide
 
understanding of and support for basic structural reforms required
 
to sustain broad-based economic growth. In doing so, the project
 
will work at solidifying broad-based consensus building by policy
 
makers and key actors who take part in the decision-making process
 
in Ecuador. This will be done through political and economic
 
analysis, policy formation analysis, informal networking with
 
principal policy making actors, and other project implementation
 
activities of an informal nature.
 

This strategy also provides activities that deal with specific
 
macro-economic issues facing the nation. There will be macro
economic seminars dealing with specific issues; policy dialogue
 
that deals with consensus building and the specific macro-economic
 
issues; and macro-economic training.
 

This dual fuai enables the project to concentrate on coalition
 
building and at the same time address some specific macro-economic
 
issues.
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This project will begin to address the need for policy dialogue
 
networking among political and economic interest groups; open fora
 
for business, government, and labor sectors; and stronger economic
 
reasoning behind policy making. It will do this by developing
 
regular policy dialogue mechanisms and by opening the policy
 
dialogue to all affected sectors; by increasing public- and private
 
sector officials' access to current economic theories and
 
experiences that relate to Ecuador's development; by improving
 
economics teaching and economics curricula in the universities; and
 
by promoting development of a users' committee to define data
 
generation needs and to improve use of resources in fulfilling
 
those needs.
 

Historically, policy formulation in Ecuador has depended on the
 
strong backing of a particular group representing a specific
 
economic interest, resulting in policies that benefit the group
 
rather than the overall population. This project design attempts
 
'to set forth a stronger and more reliable coalition of groups that
 
promotes successful -policy reform. An effort will be made to
 
develop a broad understanding of and support for needed policy

reform, as to support those interest groups concerned with self
sustaining, broad-based economic growth. The strategy includes the
 
identification and implementation of intermediary, second- or
 
third-best steps which can garner the sustained support of broader
 
coalitions for change ir-the coalition building in the direction
 
of sustained growth and development.
 

The project addresses some short, medium, and long term policy
 
making issues facing the country. In the short term, Ecuador
 
requires to put in Vlace some stabilization programs and policies
 
that will respond to fundamental development problems in Ecuador.
 
In the medium term, the project will address policy issues that
 
have continually created numerous distortions. And in the long
 
term, the project will address economic training that will prepare
 
present and future policy and decision makers in assessing and
 
making policy decisions that is more effective for economic
 
progress.
 

Another key element to this strategy is national research on
 
Ecuador's macroeconomic and policy formation issues. There is
 
considerable emphasis on participants contributing to the project
 
through research and then discussing this research. Participants
 
buy into the project through participation. Research is viewed as
 
an integrating force in which Ecuadorians provide papers that
 
address their policy formation.
 

INCAE's approach to undertaking this strategy is that of a neutral
 
international organization that is committed to socio-economic
 
development in Ecuador. INCAE brings to this project very
 
practical strategies that have worked well in other countries. This
 
strategy is a combination of informal networking for coalition
 
building and also straight forward economic training. It is this
 
combinaJion of efforts that brings the strategy to fruition. This
 
strategy combines full time project support in the country as well
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as bringing INCAE faculty to support key elements of project
 
implementation.
 

Together with this strategy, INCAE is a catalytic agent that brings

together different level groups who can contribute to project goals
 
and purposes. INCAE will leverage the project initiative and
 
convince other institutions to co-sponsor and otherwise support the
 
project. For example, this effort will complement much larger

efforts being made simultaneously with other international funding.
 
In essence, this project can be viewed as the center core that
 
discusses policy reform for a number of different and varied
 
projects in Ecuador.
 

INCAE Ecuador has "international special mission" status in Ecuador
 
and therefore is viewed as a national actor rather than an outside
 
institution. At the same, INCAE Ecuador will not be acting alone
 
but rather in concert with other national institutions for
 
conducting research, putting on seminars, and working with national
 
research institutions. As a catalytic agent, INCAE Ecuador will
 
sponsor jointly specific seminars when they deal with specific
 
policy reform in a given area.,
 

5. Project Components
 

The project design -is based on a fundamental concept that
 
macroeconomic reform in Ecuador must be approached from different
 
angles and that these approaches will complement and mutually

reinforce each other. In this sense the project is viewed in
 
holistic fashion in which each separate component reinforces each
 
other. The integrated project components combined together support 
each other and-make a value added because of this integration.
 

Component No 1: 'Policy Dialogue
 

Policy dialogue is designed to allow. principal economic policy
 
decision makers to come together to discuss and analyze key

macroeconomic issues. Central to this approach is the agenda to
 
form consensus-building and broad sweeping approaches to decision
making in general. This general philosophy permeates the entire
 
project.
 

This project component consists of the following elements.
 

a. Policy Formulation and Consensus Building
 

An initial effort project activity is to obtain information
 
concerning policy formation in Ecuador. This needs assessment
 
relates to all four project components and is the basic information
 
required to implement the project. These kinds of activities will
 
continue throughout the project period.
 

The strategy will be to bring together leading policy makers to
 
discuss policy formulation and consensus building. This will be
 
done through informal meetings, private workshops, and several
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seminars dealing with policy and decision-making. INCAE will
 
prepare careful assessment of participants needs as well as their
 
willingness to formulate policy with consensus building.
 

In preparing for these activities, INCAE will analyze in depth the
 
political/institutional/interest group context that fosters and
 
promotes policy reform. This will not be an academic exercise but
 
rather *a concerted effort to prepare a broad-based agenda of
 
potential for coalition building. It will involve networking and
 
individual dialogue sessions, meetings, round table discussions
 
with groups interested in promoting needed structural reform so as
 
to most effectively form consensus and channel support to those who
 
can generate the consensus required for policy reform.
 

This early project activity has the dual purpose of making contacts
 
.with decision makers and groups as well as planning for the
 
activities that will come later. This strategy of consensus
 
building will be an integral part of the project and will run
 
though all project components. A key to this effort is economic
 
and political analysis of consensus building and policy formulation
 
in Ecuador. These groups will include public officials, private
 
sector leaders, Congress, labor leaders, mass media, and other key
 
policy formation actors.
 

At this initial stage, INCAE will prepare policy analysis most
 
likely in the following areas: 1) Analysis of the macroeconomic
 
policy formation process in Ecuador; 2) Analysis of the consensus
 
building/barriers among decision makers in Ecuador; and 3) Analysis
 
of negotiation procedures for policy formation in Ecuador. INCAE
 
will contract-out leading international experts in the field whose
 
reports will have substantial credibility.
 

These commissioned studies will be made by INCAE staff as well as
 
Ecuadorian professionals. These studies, journal articles, and
 
position papers will be used in the workshops and seminars and also
 
be used for the economic journals. INCAE will also develop a number
 
of case studies that relate to macroeconomic themes. The importance
 
here is getting specific papers on Ecuador.
 

It is estimated a total of 45 articles and papers will be written
 
for the whole project; 26 for consensus building and the policy
 
dialogue seminars. Research and investigation will require
 
considerable technical assistance/consulting time to conduct this
 
research in country.
 

b. Structural Reform Studies Seminars
 

USAID/Ecuador commissioned four major studies with the American
 
consulting firm Sigma One dealing with the broad area of structural
 
reform. Those studies are in 1) employment and labor legislation;
 
2) financial sector; 3) intervention of the government in the
 
economy; and 4) trade and exchange rate policies. These studies
 
will be reviewed by a wide range of Ecuadorian public and private
 
sector leaders, analysts and professors, so as to further refine
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their content and identify areas or aspects of policy reform which
require additional analysis. will Ecuadorian
INCAE invite

economists and decision makers write
to "reaction pieces" and

technical notes on the same issues.
 

INCAE anticipates a two-tiered approach 
for discussing these
structural reform studies. First, INCAE 
will hold informal and
private meetings with 15-20 people to discuss these studies and to
obtain the principal issues in these four areas. Other reaction
pieces by leading Ecuadorian economists, studies, technical notes,
and complementary position papers will be pulled together. Perhaps
two or three informal meetings will be held in Quito and Guayaquil.
 

Second, these position papers and other educational materials will
form the basis for a more formal two or three day seminar on each
topic. In these formal seminars each of the policy themes will be
 
discussed.
 

There will be four seminars with an estimated 60 participants in
each seminar. Two will 
be held in Quito and two in Guayaquil.
Participants will be selected by special invitation from the public
and private sectors in Ecuador. Most INCAE will
likely obtain
sponsorship of these seminars from leading public 
and private
sector entities. INCAE will 
run the seminars but have other

organizations involved in the sponsorship.
 

These seminars will have conclusions and recommendations that will

be diffused toga wider audience.
 

c. Macroeconomic and Public Policy Seminar
 

The policy formulation and consensus building and the structural

reform study seminars activities will generate other public policy
issues. The specifi6 topics of these issues and subsequent seminars
will be defined as the project develops in order to allow
flexibility in addressing the areas in which potential change is
most likely. It is expected that interest in planning and
conducting these seminars 
 will be generated among other
organizations and groups and that there will be joint INCAE and
other organizations support of such seminars.
 

For example, an export promotion public policy seminar might be
co-sponsored with FEDEXPOR, Ministry of Commerce and Industry, and
the chambers of industries. Other public policy seminars could be
organized jointly with ILDIS, the 
World Bank, IDB, and other
organizations. INCAE would always have academic responsibility in
the seminar design and implementation. In the past year INCAE has
administered three seminars in this fashion 
and five policy
dialogue seminars using this format.
 

INCAE plans to conduct six such seminars during the project with
an average of 60 participants per seminar, or 360 total
participants. Two economic journals will be produced for two of
the seminars. Special commissioned articles, positiorr papers, and
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reprinted technical notes will be used for all seminars.
 

d. Economics Journal
 

Economics journals will be produced that support the above-stated
 
development activities. These will include articles, studies,
 
educational materials, that will be used in the seminars. Original
 
commissioned articles and reproduced articles will be used. The
 
journals will be produced through INCAE Ecuador to make them
 
acceptable within Ecuador.
 

Six economic journals will be produced during the project period.
 
Four will be used in the structural reform seminars and two for
 
the macroeconomic seminars. Each journal will contain 6-8 targeted
 
articles and position papers on a theme. There will be 1,000 copies
 
produced of each journal. A careful distribution list will be
 
developed.
 

-The economic journal will also be used for the Leader Training in
 
Economics Seminars as well as the University Training in Economics
 
workshops. In this way it is intended to have complementary
 
educational materials that reinforce the seminars and workshops.
 

Component No 2: Leader Training in Economics
 

The second project component is Leader Training in Economics
 
designed to train public and private sector leaders in outward and
 
market oriented macro-economic and decision-making skills. This
 
supports and complements the policy dialogue and will be conducted
 
concurrently with. those other activities. The purpose of this
 
training is to have a core of well-trained young professionals from
 
the public and private sectors who most likely will be the decision
 
makers in the future.
 

a. Economic Education Seminars
 

INCAE proposes to train public sector fficials in two different
 
three week economic training programs.
 

The first economic training activity would place some fifteen
 
leading Ecuadorian public sector officials in INCAE's Economic
 
Training Program (PEE) in Costa Rica. This three week seminar
 
brings together leading economists throughout Latin America. The
 
seminar has joint INCAE and World Bank sponsorship. The Ecuadorian
 
candidates would return to Ecuador and become major supporters of
 
future project activities. For example, we could envision these
 
professionals writing several of the position papers and case
 
studies that can be used in the project.
 

A second three week PEE program would be held in Ecuador for about
 
50 young professionals from the public entities. By
sector 

selecting a core group of young professionals to be trained and
 

then integrated into the seminars, conferences and other tools for
 
policy dialogue as resources personnel and conference secretaries,
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the program will prepare this core group to become direct
 
interlocuters in their various organizations.
 

Annex III contains a description of the seminar content based on

the PEE program design for this year at the INCAE campus in Costa
 
Rica. The training program in Ecuador would be adapted to the needs
 
of the participants.
 

b. Short-Term Public Sector Economic Workshons
 

INCAE will conduct several short-term public sector economic
 
workshops. The purpose of these seminars is straight forward
 
economic training to provide senior public sector officials with

skills for conducting economic analysis in the country. In these

seminars there is less emphasis on policy dialogue; rather emphasis
 
on several outward and market oriented macroeconomic themes. The
 
content areas will be similar to those of the Economic Training


-Program. Specific modules will be decided during the project.
 

INCAE will conduct five two-to-three day seminars in Ecuador for
 
about 50 senior public sector officials in each seminar, covering
 
a condensed and revised version of the PEE seminar so as to better
 
fit senior officials' schedules. It is possible that these seminars
 
could be offered to the Altos Estudios Nacionales. INCAE also will
 
use the USIA International Visitors Program for visiting lecturers
 
for these and the seminars described below.
 

c. Short-Term Private Sector Economic Workshops
 

INCAE will also.conduct three short-term two-to-three day seminars
 
targeted to business groups and covering broad economic training.

These seminars: are primarily for private sector leaders and labor
 
leaders. In 1989 INCAE wrote a proposal for this kind of seminar
 
based on the concbrns by several INCAE National Committee members
 
and leaders from the Ecuadorian private sector. Annex IV contains
 
the proposal designed in late 1989 for this purpose and it is
 
illustrative of the seminar design for those seminars.
 

Component No 3: University Training in Economics
 

The third component is University Training in Economics. INCAE
 
proposes to work with Ecuadorian universities and especially

faculties of economics. In order to have long lasting impact in
 
economic development formation in Ecuador, it is essential to train
 
the young economists who will lead the country in the future.
 

Within this project component, INCAE proposes to work with five or
 
six Ecuadorian universities to upgrade the economics faculties of

those universities. The strategy is based on INCAE's successful
 
interventions with other universities in other American
Latin 

countries.
 

The strategy is a three step approach that includes diagnosis,

economic training, and curriculum reform and teaching methodologies
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is
these universities. It
economic faculties of
bolster the
to 
that INCAE will work with Catholic University in
 

anticipated 

Guayaquil, University of Guayaquil, Catholic 

University in Quito,
 

Quito, ESPOL in Guayaquil, Catholic
 
Central University in 

University in Cuenca, and the University of Cuenca 

in Cuenca. These
 

universities have demonstrated varying interests 
in working with
 

INCAE to upgrade their university programs.
 

as
conduct this intervention in two phases,

INCAE proposes to 

follows:
 

a. igoi
 

Initially, INCAE will contact these universities 
to ascertain their
 

interest in participating in the project. This 
has already started
 

during the past year. INCAE faculty will hold 
meetings, discussion,
 

economic departments of those
 
and initial assessments of the 


universities. We will also review current studies 
concerning the
 

Ecuadorian universities. INCAE expects that these 
universities will
 

view favorably this technical assistance effort. 
A general plan and
 

agreement will be made with each university.
 

with 	five or six
 
then 	conduct diagnostic seminars
INCAE will 


Ecuadorian universities to determine their 
needs in reforming the
 

economics faculties. Most likely these diagnostic 
seminars will be
 

held separately with each university. The expectation is that the
 
economic
 

diagnosis at each university will reveal need for 

and teaching methodology


training, curriculum reform, 


reinforcement.'An outcome will be a plan for 
further work with the
 

INCAE and the
 
university and .an agreement written between 


university for-additional work.
 

It is expected that' there will be five diagnostic 
seminars with 40
 

participants in each diagnostic seminar.
 

Reform. and Teaching

b. 	 Economic Training. Curriculum 


Methodoloa- WorkshODS
 

Based on the diagnosis, INCAE will conduct 
University DevLlopment
 

Program (PDU) seminars with each university using 
INCAE's well

will consist of economic training

developed PDU program. This 

teaching methodologies. The

reform, and
(content), curriculum 


content of these seminars will be based 
on the diagnostic studies.
 

This three step approach is to 1) 
train the university professors
 

in new content; 2) work with them to introduce curriculum 
reform;
 

and 3) train the professors in how 
to teach the new materials and
 

implement the reformed curriculum.
 

In the first phase, content training, 
INCAE will train university
 

market oriented macroeconomics,

professors in outward and 


economic themes. The content
 
international economics, and other 


will 	be based on the needs assessment. 
Most likely these seminars
 

from the different
 
be held jointly with professors
will 


universities.
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Secondly, 
INCAE faculty will work with the 
universities 
in
curriculum reform. In this case technical assistance will be made
at individual 
universities. 
The curriculum reform will
course review, course outlines, include
and teaching materials. In this
component INCAE will review RTAC II teaching materials to attempt
to incorporate those materials in the courses. At the
INCAE will 
incorporate same time,
course design from 
its
Business Economics (MEE) program. 
own Masters of 

Thirdly, INCAE will train university 
professors
methodologies, teaching strategies, and research. INCAE will train
 
in teaching


professors in researching, writing,
approach and using
so that the professors the case study
can 
continue to incorporate 
new
materials in their curriculums.
 
Possibly INCAE could work with USIA to.tie into the International
 
community to 

Visitors Program to introduce members of the Ecuadorian academic
U.S. universities' 
economic curricula and/or 
its
 
years-in-residence. Both the USIS book program and AID's RTAC II
textbook 


programs to bring U.S. professors to Ecuadorian universities for
 
program 
sources 
could 
be used 
for curriculum 
reform
activities.
 

INCAE is planning eight workshops with about 40 participants per

seminar.
 

ComponentNo 
 DataGenerationand Analysis,
 
The fourth component is Data Generation and Analysis designed to
assist in coordinating and generating economic and statistical data
among the economic research entities and their users. INCAE has
developed an illustrative proposal for this component based on our
experiences in Guatemala and other Central American countries. That
proposal is presented as Annex IX.
 
In essence, the intervention consists of several activities that
will involve the following:
 
1. Economic researchers from different public andinstitutions will receive research training. There will
seminars 


private sector 
in which researchers are be four
exposed to 
general frameworks
for conducting economic research; reinforcement of basic knowledge
of economic research; methods of research; and evaluation of their
own research.
 

2. The researchers 
will begin to conduct
under commissioned
the supervision research
of INCAE. About
commissioned using the strategies and techniques learned in the
 
12 studies 
will be


seminars. 
Most likely these
monetary policy, studies will be in the
structural areas of
adjustment, 
reform 
of financial
markets, and external debt. The specific themes will be determined
during the 
seminars. 
These studies will 
be used in
components of the project. 
different
 

3. Diffusion seminars will be held related to these studies. This
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will give the researchers the opportunity to present their
 
findings. The purpose is that the researchers are using common
 
criteria for their research. Again, the research results will be
 
used in different project components.
 

The outputs expected are:
 

O 	 Four research training seminars 

O 	 Twelve research studies 

0 	 Two high level dialogue seminars
 

o 	 Two institutional strengthening seminars 

0 	 Two diffusion seminars
 

These activities will be focused and limited to generators and
 
users of economic research in Ecuador.
 

Consistent with the overall approach of this project, the formation
 
of users group will be promoted as a first step in improving the
 
statistical data base in Ecuador. These users groups will have the
 
opportunity to share experiences, information and needs and to work
 
towards consistent and:common solutions to their problems with the
 
support of the project facilitators. Eventually the dialogue
 
sessions carried out among users will be extended to include
 
producers of statistical information, leading to a clearer
 
consensus as to the means for improving the information base for
 
policy discussions and decisions.
 

The seminars will have about 40 participants per seminar.
 

5. Conditions Expected End of Project
 

The conditions expected at the end of the project are:
 

a. 	 Specific areas of changed information, attitudes, and
 
behavior regarding outward and market oriented
 
macroeconomic policies by public and private policy
 
makers. The project will track indications of actions
 
taken among key political and economic interest groups
 
on the country"s future growth-with-equity strategy and
 
specific reforms needed to achieve it.
 

b. 	 Policy dialogue sessions conducted among leading public
 
sector officials about outward and market oriented
 
macroeconomic policy.
 

c. 	 Short-term economic training conducted for public and
 
private sector officials enabling these officials to
 
implement new tools in their work.
 

d. 	 Publications produced that will have wide dissemination
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of issues of policy concern.
 
e. 
 Specific articles and publications that provide
surrounding Ecuador,- facts
economic growth process, 
income
distribution, and other macroeconomic areas.
 
f. 
 Increased levels of information, changed attitudes, and
new behavior among mid- and high-level public and private
sector officials involved in macroeconomic analysis.
 
g. Changes in 
economic curriculums
economic faculties in leading Ecuadorian
that reflect 
outward 
and market
oriented economics teaching and curricula.
 
h. Changes in 
economic professors in 
leading Ecuadorian
universities that reflect new information, changes inattitude and behavior regarding their teaching of outward
and market oriented macroeconomics.
 
i. 
 Clear agreement reached on priority data generation needs
and concerted action among 
users to channel existing
resources toward fulfilling those needs.
 

6. Links withOherPrograms
 
In general terms, there are roughly 10-15 major projects in Ecuador
that have considerable potential for policy, structural, and long
term development ramifications in the country. This project can be
viewed as the policy formation discussion point for some of those
projects. INCAE should be able to work with those project leaders
to have INCAE prdvide policy discussions related to those projects.
These projects include agricultural reorientation, informal sector
programs, 
 employment 
generation, 
 small and 
medium
development, export, and many others. 

business
 

The Government 
 of Ecuador
"dialogues" in has attempted several so-called
recent months
organizations, with the private sector, labor
and other groups to
their different attempt to listen and 

recently 

points of views. The Vice-President learn
 
several meetings with the has held
chambers
commerce in the of industries andcountry. Ministers
Commerce of Finance and Industry andare holding informal meetings with leading private sector
institutions. In general, a more favorable environment has opened
up in the past six months to break down some of the confrontations
that have traditionally existed between
private sector. A good example was 

the Government and the
the extensive airing of the
proposed tax reform in late 1989 and early 1990. Another example
is the Ministry of Industry and Commerce discussions of a proposed
reform export promotion policy. This project complements well these
efforts and initiatives.
 
The Ministry of Agriculture, with USAID/Ecuador assistance, has
set 
up a policy analysis unit. This unit has published several
position papers and sectoral analysis that can be integrated into
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this project and used in the workshops and seminars.
 

A new organization IDEA (Instituto de Estrategias Agropecuarias)

is conducting analysis and dialogue in the areas of agriculture in
 
the macroeconomy, price policy and grain narketing, and natural
 
resources policy. INCAE plans to coordinate with IDEA to
 
incorporate their work and experiences in this project.
 

ANDE and FEDEXPOR, with USAID assistance, have embarked on a
 
project to promote non-traditional agricultural exports in the
 
country. Their effort is to provide analysis and seminars for
 
policy formulation. This project will coordinate with those efforts
 
for possible workshops and seminars on non-traditional export

promotion.
 

The project will also complement a new USAID/Ecuador funded
 
Employment and Informal Sector Strengthening project which will


-focus partly on policy dialogue and analysis. Principal outputs of
 
that project are policy reforms at the macroeconomic and sector
 
levels designed to increase economic growth opportunities and
 
reduce costs imposed on informal sector productive enterprise

development. Some of the activities include policy reform on legal,

tax, and administrative restrictions on the informal sector. The
 
project will include several case studies that address employment

and vitalizing the informal sector.
 

7. INCAE Experience for Project
 

a. General
 

INCAE focuses applied research on fundamental managerial and
 
development prcblems. It supports effective inter-sectorial
 
dialogues to build, policy frameworks which stimulate social and
 
economic progress. In so doing, it utilizes its autonomy and
 
flexibility, its network of over 60,000 program participants, and
 
its experience of more than twenty-five years in the study of the

economic, organizational, managerial, and social problems of the
 
developing countries.
 

INCAE's Center for the Study of Policies and Applied Economics was

created in 1986 and has been developing dialogue seminars in
 
Central American countries which bring government and industry

leaders together to discuss subjects such as the formation of

industrial policies, strategic options for economic recuperation

and development. The principal objective of these seminars is to
 
stimulate and encourage a discussion forum between the different
 
sectors which will result in the improvement of communications and
 
working relationships among participating groups. Top level public

sector officials participate in these seminars along with leaders
 
from labor, the private sector, political parties, and the armed
 
forces.
 

INCAE maintains a research and publication section that has been
 
an outstanding aspect of the Policy Center's activities through
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the stimulation and promotion of research 
in economics and the
publication of the results in books, informative letters, and the
 
INCAE journal.
 

INCAE offers a Master's Program in Business Economics (MEE) that
equips a select group of Latin American professionals to analyze
and make economic decisions while considering their impact 
on
productive enterprises. This MEE program has allowed INCAE to
develop a very thorough economic policy curriculum that would be
applicable for the project in Ecuador.
 

For the past three years, INCAE, with World 
Bank support, has
sponsored a three week Economic Training Program (PEE) for Latin
American economic decision makers. This program is co-sponmsored
with the World Bank's Economic Development Institute economic

development seminar in Washington. The advantage is that this
program has been modified and adapted for Latin America. This
.program would be applied for economic training in Ecuador.
 

INCAE has a University Professor Training Program (PDU) that over
the past seven years has worked with over 40 Central American
universities in training university ?rofessors in economics 
and
business administration, curriculum 
 reform, and teaching
strategies. INCAE is 
also providing technical assistance to the
Catholic University in.Paraguay, a national university in Uruguay,
and two universities in the Dominican Republic.
 

At the INCAE campus in Alajuela, Costa Rica and its branch campus
in Managua, Nicaragua, 
INCAE has two fine libraries with over

50,000 volumes and over 20,000 case studies.
 

b. INCAE Ecuador
 

INCAE began operations in Ecuador in 1970 with several economic
and decision:-making seminars with the Central 
Bank of Ecuador.
During the 
next 12 years INCAE offered seminars, workshops,
studies, with diverse organizations such as the Superintendent of
Banks, Superintendent of 
Companies, National Development Bank,
FONAPRE, and other public and private entities.
 

In 1982, INCAE established an office in Ecuador. In 1983, 
INCAE
signed a cooperative agreement with 
the Ministry of Foreign
Relations and was awarded "special mission" status.
 

Since 1964, there have been over 60 Ecuadorians who have graduated
from INCAE's Masters of Business Administration and Masters of
Business Economics programs. Over 250 Ecuadorians have attended
INCAE's Advanced Management Program; and over 300 other Ecuadorians
have attended other residential programs in Costa Rica.
 
In Ecuador, INCAE has provided over 100 short-term seminars during
the period 1982-1989 to over 4,500 Ecuadorian participants. These
training programs last three days to one week.
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INCAE Ecuador has a National Committee made up of 33 leading
 
Ecuadorian citizens from Quito, Guayaquil, and Cuenca. These come
 
from the private sector, academic community, and some are presently
 
public officials.
 

In 1989, INCAE Ecuador spon-,red a "Program of Inter-Sectoral
 
Dialogue" in order to define che private sector policy issues that
 
the 	new Borja Administration would face in the future. Five
 
seminars were held in Quito and Guayaquil with 250 participants.
 
Participants included private sector chambers of commerce and
 
industries, labor leaders, mass media, and leading industrialists.
 

Also in 1989, INCAE Ecuador initiated a one year training program
 
for 80 Petroecuador employees in advanced management and economics.
 
In 1990, INCAE is training 500 Ministry of Finance officials in
 
accounting, economics, and other related fields to implement the
 
Ecuadorian tax reform program.
 

In 1989-90, INCAE has provided seminars for the Corporacion
 
Financiera Nacional, FUNDAGRO, FEDECAM, AFABA, Superintendencia de
 
Bancos, as well as over 15 other seminars for private sector
 
institutions.
 

During the period 1990-91 INCAE Ecuador will be conducting a six
 
month Advanced Executive Management Program for public and private
 
sector officials. This program is provided open to the public and
 
follows closely INCAE's MAE and MEE program in Costa Rica.
 

In 1989, INCAE Ecuador developed a five year plan for its operation
 
in Ecuador. This. reflected its desire to bring INCAE resources to
 
bear on Ecuadgros social and economic development process. This
 
strategic plan Was approved by the INCAE Ecuador National Committee
 
in early 1990 an& by INCAE's Board of Directors in Costa Rica
 
shortly thereafter. This plan coincides very closely with the
 
intended outputs designed in this Policy Dialogue Support Project.
 
The main features of the strategic plan are:
 

1. 	 Provide long term and sustained INCAE economic training,
 
advanced management training, advanced banking training,
 
in Ecuador for Ecuador citizens and eventually for
 
participants in the Andean Group.
 

;ocio2. Provide project-related training for Ecuador's 

economic projects to train the Ecuadorian personne.
 

3. 	 Provide technical assistance to Ecuador's economic and
 
bolster those
business administration faculties to 


universities.
 

case
4. 	 Conduct economic and policy-oriented research, 

studies, and publish economic and management papers to
 
contribute to Ecuador's socio-economic development.
 

8. 	 Sector Review of Policy Formulation and Macroeconomic Issues
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During the project period there will be about 30-40 articles, think
pieces, case studies, as well as seminars and workshops that will
contain in-depth information 
concerning policy formulation and
macroeconomic issues in Ecuador. These studies can be viewed as indepth and micro-studies of the economic 
development sector in

Ecuador.
 

INCAE proposes to take these studies to develop an overview of the
policy formulation and macroeconomic issues facing Ecuador. A
separate analytical study will be made that synthesizes the major
findings of the micro-studies and seminar conclusions. The study
will present findings in each content area make
and overall
conclusions concerning 
policy formulation and macroeconomic

policies in the country.
 

This report will be written sometime during the end of the second
year after the micro-studies have been completed.
 

II. Cost Estimate and Financial Pla"
 

A. Methods of Cost Calculations
 

The budget proposed is based on careful assessment of current costs
for obtaining procurement and services in Ecuador. The budget is
based on a three year projection. Costs are broken down into the
three year period.
 

B. Cost Effectiveness
 

The project takes into consideration a number of factors that help
achieve cost effectiveness. At the same 
time INCAE will utilize
counterpart contributions. The following are 
some of these cost
effective measures 
and the related 
counterpart contributions
 
expected in the project.
 

1. An overriding principle is that Ecuadorian institutions want
to be involved in 
policy dialogue, economic training, and
university reform. Those institutions, and their personnel,
will therefore make in-kind contributions of their time and
other related organizational costs. We have accepted 
as an
operational principle that organizations contributute travel
and per diem at workshops and seminars.
 

Counterpart contribution estimated at $200,000.
 
2. We anticipate that some informal 
meetings, workshops, and
seminars could be 
 held at the headquarters of 
 some
organizations. This can cut down costs related to hotels and
renting other meeting rooms.
 

Counterpart contribution estimated at $20,000.
 
3. INCAE expects to obtain 
national joint sponsorships of
 

workshops and seminars. In some cases, INCAE will have
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logistics and
academic management of workshops but the 

coordination will be made by other organizations. For example,
 

export reform seminar could be
 a non-traditional policy 

organized by ANDE and FEDEXPOR but managed by INCAE. Likewise,
 

IDEA could sponsor a seminar and foot most of the logistical
 

and coordination responsibilities with INCAE organizing the
 

academic management of the seminar.
 

Counterpart contribution estimated at $30,000.
 

The universities can take responsibility for many logistical
4. 	
and coordination responsibilities for the PDU seminars.
 

Counterpart contribution is estimated at $15,000.
 

with other international

5. 	 INCAE anticipates tie-ins 


organizations such as the World Bank, GTZ, and the IDB. 
INCAE
 

will be responsible for the academic seminars but
 

international organizations will sponsor participants.
 

Counterpart contribution estimated at $100,000.
 

INCAE plans to use cost effective measures for faculty

6. 	

members. INCAE staff will work on two or three development
 

activities while- in the country. For example, they 
will do
 

policy analysis, case studies, and develop training 
materials
 

same 	time conduct workshops. This will cut
 and then at the 

and 	will utilize their
 

down considerably travel time 

consultant days in a most cost effective manner.
 

INCAE Ecuador has developed over the years many 
seminars in
 

7. 

Ecuador and therefore knows where and how to get the best
 

prices for goods and services in Ecuador.
 

INCAE also expects to tap additional resources 
such as USIS
 

8. 

International Visitors Program, the AID RTAC 

II Book Program,
 

and other such cost saving measures.
 

a separate ESP mechanism with the
 The project will utilize
9. 	
Finance to provide publication of journals and
 

Ministry of 

public diffusion of materials. Those costs 

are estimated at
 

$180,000.
 

C. S11mmary Project Costs
 

are found in the following three
costs
The summary of project 

tables.
 

Summary Cost Estimate and Financial Plan
 Table 1: 


Costing of Project Outputs/Inputs
Table 2: 


Projection of Expenditures by Fiscal 
Year
 

Table 3: 


-23



D. daet Detail
 
The following chart 
of project outputs 
is provided 
as a quick
summary of the project. This facilitates understandinq the detailed
budget that follows.
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PROJECT SUMMARY OUTPUTS
 

ACIITY, NO. 

COMPONENT NO.1: POLICY DIALOGUE 

A. 	 Networking, Informal Meetings, Policy
 
Discussion 
 10 


B. 	 4-5 Case Studies on Policy Formulation,
 
Macro-Economic Planning, and Specific
 
Macro-Economic Content Areas
 

C. 	 Policy Formulation/ Coalition Building
 
Seminars. 60 Participants each 3 


D. 	 Reaction documents; Macro-ecohomic policy
 
Studies
 

E. 	 Structural-Reform Studies Seminars
 
60 participants each 4 


F. 	 Macro-Economic Policy Papers .
 

G. 	 Macroeconomic and Public Policy Seminars
 
60 participanti each 6 


H. 	 Economic Journal
 
6 issues; 1,000 copies each
 
Each journal with 6-7 articles
 

COMPONENT NO72: LEADER TRAINING IN ECONOMICS
 

A. 	 Economic Education Seminars
 
In Costa Rica (15) * 1 


In Ecuador (40) 	 1 


B. 	 Short-term Public Sector Economic Workshops
 
50 participants each 5 


C. Short-term Private Sector Economic Workshops 3 


COMPONENT NO.3: UNIVERSITY TRAINING IN ECONOMICS
 

A. 	 Diagnostic Workshops
 
40 participants each 5 


B. 	 Economic Training, Curriculum Reform, and
 
Teaching Methodology Workshops 
 8 


1
C. 	 University Development Program* 


PART.
 

200
 

180
 

240
 

.
 

360
 

15
 

40
 

250
 

150
 

200
 

320
 

15
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COMPONENT NO.4: DATA GENERATION AND ANALYSIS
 

A. Economic Research Studies and Analysis -

A. Data Generation and Analysis Workshops 
40 participants each 10 400 

Totals 58 2,380 

* These two starred seminars (PEE and PDU) are to be held in Costa
 

Rica. Costs for these seminars follow a fixed cost per participant
 

and are noted as such in the budget.
 

-26



III. Implementation Plan
 
A. Relationshi2 to AID
 

INCAE will administer the project and take full responsibility for
all project activities. USAID/Ecuador will play a coordinating role
but will not be involved in project administration.
 
This project requires some flexibility in 
programming and will
therefore require very 
close collaboration 
between INCAE
USAID/Ecuador. USAID/Ecuador will assist in providing information
about other USAID/Ecuador projects so 


and
 

that this project can
complement those activities. USAID/Ecuador will also coordinate and
assist in strategy formulation on a continual basis.
 
INCAE will maintain close 
and continual 
communication 
with
USAID/Ecuador throughout the project implementation. This will be
done through bi-weekly meetings 
 with PPD 
 and the
macroeconomic/employment task force. The Project Administrator and
Project Coordinator will 
both be resident in Ecuador and will
attend these meetings with PPD.
 
The INCAE Overall Coordinator and the Component Coordinators will
be INCAE faculty members 
assigned
September 1, 1990, 

to this project. Starting
INCAEs 1990-91 academic year, these
coordinators will have academic units assigned to this project.
This means that they are committed by INCAE to work on this project
on 
a regular and continual basis. These Coordinators will be in
Ecuador on a. regular basis and will attend these meetings when theyare in Ecuador.
 
INCAE will also have close liaison with other AID-funded projects
so that this project serves as a catalytic agent and backstopping
for the policy goals and objectives of those projects. This project
can 

forum for other 

serve as the policy formation 
 AID-funded
projects.
 

B. ImDlementation
 
INCAE will implement this 
project through its 
office 
in INCAE
Ecuador as well as through the headquarters in INCAE Costa Rica.
In Ecfiador, INCAE will have a full time Project Administrator, a
part-time Project Coordinator, a full time
and part-time training Executive Assistant,
assistants
training seminars. to assist in administering
The project will 
operate
Ecuador offices out of the INCAE
in Quito. INCAE 
Ecuador expects 
to expand its
office in Quito to accommodate this project and other new projects.
 
At INCAE Costa Rica, the Overall Coordinator is the Director of
the Policy Center. In INCAE administrative terms this project comes
within the jurisdiction of the Center for Policy Studies. INCAE
will have Project Coordinators 
 for the different project
components. Policy Dialogue and Economic Training coordinated will
 



be headed by the Assistant Director of the Center of Policy Studies
 
of the Economic Training Program. The University
and Director 


Education component will be directed by the Director of INCAE's
 
University Education Program. The Data Generation component will
 
be.coordinated by the Director of Economic Research at INCAE. INCAE
 
Costa Rica will also require a full time Executive Assistant and
 
Executive Secretary.
 

INCAE does not anticipate any sub-grants. It does anticipate
 
contracting out for case studies, articles, and economic research.
 
These will be handled through regular INCAE contractual procedures.
 

The Administrative arrangements is as follows:
 

INCAE ECUADOR
 

Project Administrator To be named*
 

: Donald Swanson, Chief of Mission,
Project Coordinator 

INCAE Ecuador
 

Executive Secretary : To be named
 

INCAE COSTA RICA
 

Overall Coordinator' : Noel Ramirez
 

Policy Dialogue/
 
Economic Training Coord. : Ernesto Ayala
 

Roberto Mendoza
Univ. Education-toord. 


Data Generation Coord. : Arnoldo Camacho
 

Executive Assistant : To be named
 

Executive Secretary : To be named
 

to the Project

* INCAE places considerable importance 

this point there are a couple
Administration position. At of
 

options to be considered and these will be discussed fully with
 to

USAID Ecuador during contract negotiations. First option is 


recruit an INCAE faculty member for this position. A second 
option
 

is a well-qualified Ecuadorian professional who would become 
an
 

INCAE faculty administrative staff member. The third option 
is an
 

AID-designated economist.
 

INCAE intends to rent office space in Quito adjacent 
to or nearby
 

This provide office space for
 
the INCAE Ecuador office. will 

project implementation, meetings, and faculty work in Ecuador. 

This
 

offices will also house a small library and resource center.
 



C. Technical Assistance Plan
 

Technical assistance in the context of this project refers 
to INCAE
 

faculty members and contracted consultants conducting research 
and
 
no
 a number of macro-economic themes. There is 


investigation on 

with specific institutions
technical assistance
specific 


anticipated in this project. In each "technical assistance" area,
 a
will conduct research and investigation with
the consultant 

number of institutions. The final product of the consultancy 

will
 
that will be used in
 be a case study, an article, think piece, 


seminars and training programs. In many cases, 
the consultant will
 

a seminar with the findings,

conduct research and then provide 


conclusions, and recommendations.
 

to provide technical
 
will use faculty and consultants
INCAE in the
 

assistance. These consultants will be well-known experts 


field and wo have experience working in Ecuador. These advisors
 

will be complemented by the 
,Coordinator in Ecuador who 

investigation. The magnitude 
detailed budget. 

and ProProject Administrator 
will also conduct research 
of that effort is stated in 

ject 
and 
the 

D. MAnagemeift 

The INCAE Ecuador office will take the 
major lead in implementing
 

this project. This is done because of its 
"special mission" status
 

and because it has presence in the country. It is
 
in Ecuador 

important that INCAE Ecuador be viewed 

as running the project and
 

to minimalize any determinations of
 as being "Ecuadorian" so as 

foreign influences in the country.
 

for the general
be responsible
The Project Administrator will 


organization, --networking, and overall 
management of the project.
 

INCAE staff members/trainers will 
come to Ecuador from INCAE Costa
 

Rica to conduct the training seminars.
 

logistical arrangements in
 
appropriate
INCAE Ecuador will make Rica will
INCAE Costa 


and with related disbursements.
Ecuador 

contract the staff/trainers and provide 

their airfare. In general,
 

all disbursements in Ecuador will 
be made locally and paid by INCAE
 

Rica, or

from INCAE Costa 


while disbursements
Ecuador, 

international expenses, will be 

paid by INCAE Costa Rica.
 

a unified accounting system and coding system between
 
INCAE has 

INCAE Ecuador and INCAE Costa 

Rica. The vouchers will be provided
 

USAID Ecuador from the Financial 
Department at INCAE Costa Rica.
 

-riteria
for Participant Selection
E. 

each
 

selected using various strategies 
for 


Participants will be for selection in each
 
are criterias
The following
component. 


component.
 

1. policy Dialogue
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O Use INCAE Ecuador's already existing networks to identify
 
participants for seminars.
 

O USAID/Ecuador will recommend leading policy and decision 
makers who could be best benefit from project activities. 

O INCAE will solicit public and private sector organizations 
for candidates to attend seminars and workshops. 

O Participants will be asked to make commitments to participate 
actively in workshops and seminars and continue this process 
over a period of time. 

2. Economic Training 

O Public sector candidates will be recruited as having potential 
for growth and development within their organizations. PEE 
candidates will be submitted for approval by INCAE's Policy 
Commit-tee. 

0 Private sector candidates will have to demonstrate interest 
and a plan to use the training within their organizations. Any 
participants attending PEE seminars will also be submitted for 
INCAE Policy Committee approval. 

3. University Training 

O Candidates will be screened for interest and desire to 
continue a program of content training, curriculum reform, and 
methodolbgy/teaching implementation. 

-a 

O PDU cand&ates will be submitted to INCAE Policy Committee for 
approval. 

4. Data Generation and Analysis 

O Candidates will be required to have approval of their 
organization to attend seminars and commitment to implement 
reforms within their organizations. 

F. Disbursement and Procurement Procedures 

INCAE practices standard and rigorous disbursement and procurement
 
procedures following AID guidelines. Since INCAE has worked closely
 
with AID for the past 25 years those procedures are well known to
 
the institution. INCAE will also review these procedures with USAID
 
Ecuador at the project outset.
 

G. Schedule of Actions
 

The following is the proposed implementation plan and schedule of
 
actions based on a three year project. In general, the sequence of
 
actions are fairly well set but the dates may change somewhat and
 
will require.flexibility. The principal reason is make sure that
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seminars are well-established and well-planned and that we achieve
 

the maximum efficiency and effectiveness.
 

H. Monitorina Plan
 

The project monitoring will be the principal responsibility of the
 
Project Administrator. The Project Coordinator will assist the
 
Project Administrator in implementation planning and will provide
 
liaison with INCAE Costa Rica. The Overall Coordinator will have
 
ultimate responsibility for project implementation. Component
 
Coordinators will have major responsibility for the individual
 
project components.
 

I. Waivers
 

INCAE does not foresee any waiver copsiderations.
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IMPLEMENTATION PLAN
 

POLICY DIALOGUE SUPPORT PROJECT
 

COMPONENT NO 1: POLICY DIALOGUE
 

Informal Workshops and Meetings 


Policy Formulation/Consensus Building (PF/CB)
 
Workshop No.1 


Policy Formulation/Consensus Building
 
Workshop No. 2 


Policy Formulation/Consensus Building
 
Workshop No.3 


Structural Reform/Public Policy
 
Seminar No. 1 


Economic Journal No. 1 


Macroeconomic Seminar No. 1 


Structural Reform/Public Policy
 
Seminar No. 2 , 


Economic Journal No.2 


Structural Reform/Public Policy
 

Seminar No. 3 .. 


Economic Journal No.3 


Macroeconomic-Seminar No.2 


Structural Reform/Public Policy
 
Seminar No. 4 


Economic Journal No.4 


Macroeconomic Seminar No.3 


Macroeconomic Seminar No. 4 


Economic Journal No. 5 


Macroeconomic Seminar No. 5 


Economic Journal No. 6 


Macroeconomic Seminar No. 6 


Sept-Dec,1990
 

October, 1990
 

November,1990
 

January, 1990
 

November, 1990
 

November, 1990
 

February, 1991
 

April, 1991
 

April, 1990
 

July, 1991
 

July, 1991
 

May, 1991
 

September, 1991
 

September, 1991
 

September, 1991
 

November, 1991
 

November, 1991
 

February, 1992
 

February, 1992
 

June, 1992
 



COMPONENT NO. 2: LEADER TRAINING IN ECONOMICS
 

Economic Education Seminar (PEE) No. 1
 
Costa Rica 


Short-term Public Sector Workshop No.1 


Short-term Private Sector Workshop No. 1 


Short-term Public Sector Workshop No.2 


Short-term Private Sector Workshop No. 2 


Economic Education Seminar (PEE) No.2
 
Ecuador 


Short-term Public Sector Workshop No.3" 


Short-term Private Sector Workshop No.3 


Short-term Public Sector Workshop No. 4 


Short-term Public Sector Workshop No. 5 


Short-term Public Sector Workshop No. 6 


July, 1990
 

November, 1990
 

November, 1990
 

March, 1991
 

March, 1991
 

August, 1991
 

October, 1991
 

October, 1991
 

March, 1992
 

September, 1992
 

November, 1992
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COMPONENT NO. 3: UNIVERSITY TRAINING IN ECONOMICS
 

Diagnostic seminars 


Content Seminar No. 1 


Curriculum Reform Seminar No. 1 


Content Seminar No. 2 


Curriculum Reform Seminar No. 2 


Content Seminar No. 3 


University Education Training (PDU) 

Costa Rica
 

Content Seminar No.4 


Teaching Methodology Seminar No. 1 


Teaching Methodology Seminar No. 2 


o c tober
 
December, 1990
 

March, 1991
 

June, 1991
 

August, 1991
 

November, 1991
 

March, 1992
 

July, 1992
 

October, 1992
 

March, 1993
 

June, 1993
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COMPONENT NO. 
4: DATA GENERATION AND ANALYSIS
 
Data Generation Training Seminar No.1 


Data Generation Training Seminar No.2 

Data Generation Training Seminar No. 3 

Data Generation Training Seminar No. 4 

Data Generation Dialogue Seminar No. 1 

Data Generation Dialogue Seminar No. 2 


Data Generation Institution Strengthening

Seminar No. 1 


Data Generation Institution Strengthening

Seminar No. 2 


Data Generation Diffusion Seminar No. 1 

Data Generation Diffusion Seminar No. 2 


October, 1990
 

January,199
1
 

June,1991
 

September, 1991
 

November, 1991
 

February, 1992
 

May. 1992
 

October, 1992
 

January, 1993
 

May, 1993
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IV. Monitoring Plan
 

bi-weekly meetings with the USAID/Ecuador
INCAE plans to have 

Project Monitor. During these meetings there will be considerable
 

discussion of strategy formulation and development. These meetings
 

will also address review assessment of activities that have taken
 

place, present implmentation issues, and future plans. A review
 

will be made of progress toward meeting project objectives, project
 

variations based on experience, and any problems facing the
 

project. These meetings will be critical for maintaining up-to-date
 

coordination with USAID/Ecuador.
 

The Project Coordinators for each component will provide at least
 

semi-annual feedback sessions to USAID/Ecuador regarding progress
 

in the individual project components. These sessions will be held
 

regularly when the Project Coordinators are in Ecuador.
 

INCAE and USAID/Ecuador will conduct an Annual Review each year.
 

This will be made to coincide with USAID/Ecuador's annual review.
 
assessment of project accomplishments and
INCAE will provide its 


the second year. USAID/Ecuador will
adjustments required for 

provide feedback and its assessment. INCAE will provide shortly
 

thereafter an annual plan for the second year.
 

V. Project Analyses
 

1. Economic Analysis
 

It is quite difficult to make a cost-benefit analysis of this
 

project. A few.considerations are warranted here.
 

it is quite possible that certain cost
At the participant level, 

efficiencies will occur in which participants are able 

to function
 

efficient manner. They will have techniques and skills
 in a more 

that will enable them to perform more efficiently; 

professors will
 

have more efficient course development, curriculum reform, and
 

teaching strategies that will enhance their programs; 
researchers
 

efforts in their economic research.
 
will have more coordinated 

Research on training effects demonstrate these 

positive economic
 

effects on participants.
 

The direct beneficiaries of the project( public 
sector officials,
 

sector managers, university professors, economic
 
private 
 to consider
better informed in order

researchers) will be 


economic policies, strategies, and programs; the
 
alternative 
 current economics
 
university professors will obtain access to 


theories and teaching methodologies; and the 
members of the users'
 

It is expected that the project 


committee will benefit from better coordination in obtaining 

reliable data. 

can have significant multiplier 

effects with the participants' clients, colleagues, 
and entities.
 

taking into account

1,000 different participants,
Roughly 




participants who attend more than 
one seminar, Will receive
training through the project. Each will have contact with their
 
individual colleagues, clients, and entities. Public 
sector

officials will work with 10-20 colleagues and also within their

institutions. Private sector participants will work within their
 
own companies, associations, and organizations. University

professors will have contacts with other colleagues and of course
 
their students.
 

At the larger level, policy reform and adjustment, sound policy

reform should encourage both growth and equity and thus play a role
in benefitting the poor majority of Ecuador. While 
a few steps

removed from actual direct beneficiary impact, there is evidence

from research that a more coherent and outward-oriented economy

benefits the poor majority.
 

2. Financial Analysis
 

As was stated above, INCAE plans to maximize the project funds

througi various mechanisms. One way is through using project funds
 
as "seqd" or 
"start-up" funds and to entice other organizations

into supporting the project. At the same time, INCAE may be able
 
to obtain independent funding for complementary project activities
 
that will augment the total project impact.
 

A cost reimburseable grant is anticipated for INCAE. INCAE will

require an advance to implement the project. The standard AID
 
practice of a 90 day estimated expenditure as an advance is

adequate.The 'advance will be used throughout the project until

$1,200,000 have..been expended and will then be deducted from
 
vouchers.
 

USAID/Ecuador will use $50,000 
of project funds for a Final
 
Evaluation. This will be administered separately by USAID/Ecuador.
 

A separate ESP proposal for $180,000 for publications will be made
 
and will not be included in the grant.
 

3. Social Analysis
 

INCAE has developed a solid reputation in Ecuador for providing

excellence in training and fulfillment of its obligations. The

organization has been able to draw together diverse groups and

ameliorate conflicting opinions and diverse views. Thus, it is most

likely that INCAE will be able to draw upon this resource to bring

different groups together.
 

Ecuador has fairly well-established organizations in both the

public and private sectors. Unfortunately, there is a tendency for
these organizations to "look past" each other without listening to
 
or attempting to understand another organizations points of view.

Rather there is a tendency to take somewhat rigid ideological

positions. Based on previous INCAE experiences, it is believed

that the project will have a positive impact in mellowing some of
 



these rigid behaviors. This will be done by placing participants

in a position of analyzing economic policies in a more academic
 
framework than which they are accustomed.
 

For example, by presenting a case study on Costa Rica economic
 
structural transformation, participants are forced to analyze that
 
situation in a most objective analytical framework. Participants
 
are forced to get involved in problem solving and decision-making.

This "unfreezes" current ideological positions, forces them to
 
analyze real situations, and "freeze" new ways of looking at the
 
same problems. The impact expected is congruence of perceptions of
 
the issues.
 

INCAE's experience in Ecuador demonstrates that policy dialogue

seminars, workshops, and economic training formats are a very

attractive vehicle for transferring information, changing

attitudes, and for enducing behavior change. Ecuadorians feel
 
comfortable in academic settings in which they can converse freely

with colleagues.. INCAE expects to build on this format for this
 
project.
 

Participants will also be encouraged to assess the political and
 
economic consequences of their decisions. INCAE stresses the
 
political and economic trade-offs that are required in decision
 
making. Public sector officials are requested to put themselves in
 
a private sector manager position, and vis-a-versa. INCAE's
 
experience is that this exchange of points of views makes
 
significant impact in the societal environment.
 

At the university level, the same sociocultural impact is most
 
likely to occur. University professors are requested to re-examine
 
their content, curriculums, and teaching methodologies. In most
 
cases, universit professors come out of these experiences with a
 
new sense of mission and direction. This, in turn, impacts on the
 
kinds and results of their teaching..
 

There is an overabundance domination of males in making policy in
 
Ecuador. Yet, our experience is that females hold good mid-level
 
public positions and are interested in training and economic
 
education. About 40% of all participants in INCAE seminars are
 
female. INCAE will make attempts to include females in all training
 
activities.
 

4. Technical Analysis
 

Macroeconomic policy formation, policy analysis, and structural
 
reform of an economy are very complex processes in any Latin
 
American country and especially complex in Ecuador. As was stated
 
above, there is a tendency for major actors to defend their turfs
 
without overall considerations of the well being of the nation.
 
This is heightened in Ecuador with acute regionalism. An intensive
 
effort is required to set forth solid foundations for economic
 
decision making in the country. How can this best be done?
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One approach used frequently is presidential decree in which
 
certain economic policies emanate from the executive branch and
 
are implemented by the governmental administrative structure. This
 
was done in Bolivia and is being attempted in Brazil.
 

A second approach, advocated in this project, is sustained
 
consensus building, economic training, and in which there is more
 
widespread agreement by the major actors as to the economic
 
policies that are most effective for the country.
 

INCAE's experience with policy dialogue for bringing about policy
 
reform is very positive. Planned and executed well, policy dialogue
 
has had some significant positive impacts in several Central
 
American countries. During the period 1986-89, INCAE conducted over
 
60 different policy dialogue seminars in five different countries.
 
We were able to bring together leading decision makers from both
 
-public and private sectors together to discuss and plan economic
 
reform, structural adjustment, and other themes similar to those
 
proposed here in this project. An outside evaluation conducted on
 
this Central American ROCAP-funded project in 1988 showed that
 
there were favorable attitude, perception and behavioral changes
 
made by participants because of the seminars. Participants
 
interviewed for that evaluation stated affirmatively in almost all
 
cases that some new action had taken place because of the policy
 
dialogues.
 

The economic journals that INCAE has produced in the past are well
defined and selective to provide decision makers with information
 
and careful rationale for expounding certain policy reforms. These
 
journals have been used in both dialogue seminars and economic
 
training semihars. Again, the results have been positive.
 
Participants have assessed that these journals complement well the
 
seminars and provide excellent follow-up material after the
 
seminars are finished. University professors attest that they use
 
these journals for classroom use and provide well-focused
 
information for their students.
 

INCAE's experiences with its Economic Training Programs (PEE) is
 
equally positive. The three week PEE program provides participants
 
with an intensive experience in covering difficult and complicated
 
economic information within an academic setting. Participants leave
 
their jobs to obtain additional and reinforced skills. Feedback
 
obtained from former participants attest to the good impact this
 
intensive training can have on policy makers.
 

Over the past 25 years, INCAE has developed a well-structured and
 
carefully planned three day economic workshop covering different
 
modules. Each seminar is structured using case studies, technical
 
notes, and lecturettes, reinforced with group discussion, and
 
elaborated in a plenary session with the participants. This format
 
generally receives first class reviews by participants for its
 
relevance, applicability, and practical nature for making decisions
 
and taking action on the information received in the seminar. INCAE
 
has successfully marketed this seminar approach in the open
 



marketplace throughout Latin American.
 

reform, INCAE has developed a credible
 
Regarding university 

appropriate technology for dealing with specific 

problems within
 
business administration
 

a Latin American economics and/or 

department. INCAE recognizes that this intervention 

canaot solve
 

the more complicated problems facing Latin American 
universities
 

limited budgets, part-time professors, and part-time

that have on
 
students. Therefore, the appropriate technology 

devised works 

a specific


specific reforms and changes that can be made with 

a diagnostic seminar
 intervention. This intervention is based on 


with the university deans and leading professors; 
content training
 

normally in different economic modules to strengthen 
the faculty
 

on the

and analysis base; curriculum reform based 


information 
 and finally teaching method
 diagnosis and the economic training; 

training to implement the changes in the classroom. 

This procedure
 

has been used effectively in Central America, Paraguay, Uruguay,
 

and the Dominican Republic.
 

a users' committee to confront data generation
The formation of 

problems has in many cases been found an effective 

means to bring
 

about more efficient and responsive data generation 
and analysis.
 

Given the wide variety of Ecuadorian data generation 
organizations,
 

it is believed that working with one or two 
of the data producing
 

entities would not result in significant changes 
in the quality and
 

the changes must be
 
of data generated. Rather,
consistency 


"demanded" by the data users' coordinated 
efforts. INCAE has had
 

good results with data generation and analysis 
approach proposed
 

here in Guatemala, Honduras, and El Salvador.
 

vailability of appropriate manpower, 
INCAE has well-


Regarding the the project

who have participated in all of 


trained staff 

activities. These staff members will 

be available for working on
 

this project.
 

INCAE estimates approximately 2 ,380.participants 
in the different
 

in 47 seminars, workshops, and conferences.
 
project activities 

These participants will come from 

different Ecuadorian institutions
 

with their respective employees. 
We expect that the participants
 

become "change agents" in providing 
the skills and information from
 

the seminars to their colleagues.
 

The economics journal will reach 
about 1,000 people directly and
 

be circulated to another 5,000 
people.
 

INCAE expects to have medium-level 
coverage in the national press
 

that will transmit much information 
to a larger audience.
 

5. Administrative Analysis
 

INCAE has demonstrated over the 
past 25 years a solid reputation
 

for administering projects that 
involve research, investigation,
 

policy dialogue, economic training 
workshops, university education
 

training, and activities involving 
data generation with economic
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research institutions. It has a good reputation for bring together

research that is related to training through case studies and

independent research. INCAE's faculty have demonstrated capability

for combining academic excellence with performance. This is tested
 
daily with the different seminars the faculty organizes and
 
implements throughout the hemisphere.
 

INCAE Ecuador organizes and implements roughly 20 open-ended 1hree

day seminars per year; has just completed training 80 public sector

Ecuadorian officials in a six month training program; is presently

training 500 public sector officials in a 13 week training program;

and has 10-15 one week to three week training programs with public

and private sector groups per year in Ecuador. Since 1982, INCAE

Ecuador has offered 95 seminars with over 5,000 participants paying

US-level seminar costs.
 

INCAE has worked in Ecuador for 20 
years and has had offices in
 
Ecuador since 1982. INCAE expects to be 
in Ecuador for a long
.period of time in the future. The staff working on the project are
 
INCAE staff members and will continue the project activities in one
form or another after this project terminates. This project will

continue to build INCAE's corporate capability in this area in
 
Ecuador.
 

INCAE's experience is that it takes full administrative control of
all of its activities. Therefore there is no reason to belive that

INCAE will create any uneeded burdens or involvement for

administration of this project. Generally INCAE's clients turn over

all administrative responsibilities to INCAE for implementation of
the projects. USAID/Ecuador will only be involved in assisting in
strategic planning and coordination that can improve the project.
 

VI. Evaluation irrangerents
 

The evaluation procedures 
for this project will be conducted at

different levels and throughout the project life.
 

a. Inforation Plan
 

INCAE will develop an information plan for the project that will

track key project activities and indicators that can be used to

determine project progress. The key indicators are listed according

to 
project components. These relate respectively to the project
 
summary outputs.
 

All information will be gathered in a data base system for tracking

and further analysis.
 

Component No l: Policy Dialogue
 

O 	 Number of informal meetings, informal workshops, and other
 
activities related to networking
 

o 	 Number of Policy Formulation/Coalition Building Seminars with
 



lists of participants
 

O Number of Structural Reform Studies Seminars with participants
 

O Number of Macroeconomic and Public Policy Seminars with
 
participants
 

O Number of Econmic Journals with distribution lists
 

O Tracking of use of about 30 articles, case studies, and
 
mentions use of these documents by participants and others
 

O Tracking of mass media publications references of articles
 
and studies
 

O Tracking of any impacts as result of the Policy Dialogue
 
Component activities
 

O Follow-up questionaire to participants six months after events
 
to determine information, attitude, and behavior change
 

ComPonent No 2: Leader Trainina in Economics
 

Number of Economic Education Seminars with participants
O 


O Number of short-term public sector economic workshops with
 
participants
 

0 Number of short-term private sector economic workshops with
 
participants
 

of 30 and
O 	 Tracking-of use about articles, case studies, 

mentions use of these documents by participants and others
 

result of the Leader Training in
0 Tracking of any impacts as 

Economics activities
 

0 Follow-up questionaire to participants six months after events
 
to determine information, attitude, and behavior change
 

Component 1.) 3: University Training in Economics
 

O Number of Diagnostic Workshops with universities with
 

participants
 

0 Number of Economic Training, Curriculum Reform, and Teaching
 

Methodology Workshops with participants
 

0 Number of PDU Workshops with participants
 

Tracking of changes in curriculum and teaching methodologies
0 

by professors
 

O 	 Follow-up questionaire to participants six months after events
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to determine information, attitude, and behavior change
 

Component No. 4: Data Generation and Analysis
 

O 	 Number of Data Generation and Analysis Workshops with
 
participants
 

O 	 Tracking of number of research projects initiated as result
 
of seminars
 

O 	 Tracking of changes ibn research procedures based on seminars
 

O 	 Follow-up questionaire to participants six months after events
 
to determine information, attitude, and behavior change
 

INCAE will maintain complete files of all events and will provide
 
follow-up with all poarticipants. The Project Coordinator will
 
administer the evaluation procedures for this project.
 

b. 	 Seminar Evaluations
 

INCAE has its own organizational requirement to conduct seminar and
 
workshop evaluations for each event. INCAE therefore will conduct
 
these internal evaluations after each seminar. These evaluations
 
will be made available to USAID/Ecuador for review. INCAE Ecuador
 
will be able to provide immediate informal feedback upon completion
 
of the seminars.
 

These internal evaluations ask participants to assess relevancy and
 
adequacy of course content, professor adequacy in presenting
 
materials, adequacy of course content for work, adequacy of
 
training materialz, and administration of events.
 

This 	evaluative information will be used for making corrections,
 

adaptations, and iiprovements in the training programs.
 

c. 	 Mid-Term Evaluation
 

USAID/Ecuador and INCAE will conduct an in-house evaluation midway
 

through the project. We wxpeat to have a one or two day review of
 
two
each project component. It may be relevant to have one or 


independent observors who can facilitate this evaluation and bring
 

new and different points of view to the evaluation.
 

Based on this review, INCAE will make adjustments felt necessary
 

to improve the program for the next one and one-half years. These
 

adjustments will be reflected in annual plans.
 

d. 	 Final Evaluation
 

by independent
USAID/Ecuador will conduct a final evaluation 	
in
with 	project funds to determine project progress
evaluators 


fulfilling project purposes and activities, project impacts, Rnd
 

with recommendations for further action in the future.
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VII. Background and Other Data
 

1. INCAE Financial Reports
 

INCAE's latest financial report is provided as Annex VI. The
 
projected budget is provided in Section F. Financial Plan. The
 
organization chart is provided in Section D.1 Implementation Plan.
 
INCAE's accounting manual is held by ROCAP in Guatemala.
 

2. Assurance of Compliance with Laws and Regulations
 

INCAE's "Assurance of Compliance with Laws and Regulations
 
Governing Nondiscrimination in Federally Assisted Programs" is
 
submitted as Annex VII.
 

3. INCAE Contracts and Grants
 

*Alist of INCAE's contracts and grants is submitted as part of its
 
corporate capability statement and is presented in Annex I.
 

4. INCAE Personnel and Travel Policies
 

A statement of INCAE's personnel and travel policies is submitted
 
as Annex VIII.
 

6. Managerial and Technical Capability
 

INCAE presents in Annex I a full statement of INCAE's corporate
 
capability.
 

INCAE has worked closely with the Agency for International
 
Development over the past 25 years. In fact, INCAE was founded as
 
the outgrowth of a grant to Harvard University in 1964 that had as
 
its purpose to study and found a Latin American MBA program in
 
Central America. After that initial grant to Harvard, INCAE has
 
been the direct recipient of many grants, cooperative agreements,
 
and contracts with AID. During the past 25 years there has been
 
mutual respect and cooperation. INCAE has performed well in its
 

AID-funded projects. INCAE practices accounting
management of 

methods set-up by AID and that have been approved through the past
 
25 years by AID.
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C.I. SUPPLEME1r TO INCAE PROPOSAL 

POLICY DIJAUGE SUPPORT PRjBCT 

This supplement to the INCAE proposal for the Policy Dialogue Support Project 

project activities that will be incorporated into INAE's
outlines additional 

review between USAID/Ecur and
final proposal. This is based on further 

INAE. 

Technical 	Assistance 

proposes to provide well-qualified and internationally recognized
INCAE 

to work on 	 These technicalspecific project ccm onents.technical 	advisors 
tasks during the project to supplement the 

advisors will be assigned specific 
that the technical assistance

of the IMAE advisors. It is expectedwork 	
to perform the following activities:

advisors will be contracted by INWAE 

on specificstudies deemed necessary and important1. Prepare additional 
the course of the project.

macroeccnomic issues identified during 

that require an 
2. Participate in high-level policy dialogue seminars 

in the field and who can present
internationally respected authority 

subject of 
findings and experiences from other countries related to the 


the policy dialogue.
 

privateround table discussions, informal and
3. Participate in high-level 

meetings with public sector officials, members of congress, regarding 

to the expertise of the technical assistancespecific topics related 

advisors.
 

over the four year period of the
The level 	of effort is 400 work days 


The budget is 400 days X $295 = $118,000; 27 tripe X $1,100

project. costs =28,020; overhead 20.33%of direct
29,7001 467 days per diem X $60 = 

$35,719. Total is $211,419.
 

National Oonferences
 

IMCAE proposes to include in the project support for other 
seminars in Ecuador 

that are related to project objectives and activities. This may be the 

itself, co-sponsorship, or simply assisting in the 
sponsorship of the event 
support of an event within the parameters of the project. The support would 

normally be for additicnal materials and publications, locale, promotion, 

related directly to the conference or event.
and otehr 	activitiesprofessors, luncheons,

It would not include support for international travel and per diem, 


or incidental expenses.
 

fund could also include picking up interr,'.ticnal
This National Conference 

advisors under the USIS International Visitors Program.
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All project activities would require the advanced approval of USAD/Ecuadorbefore approving each activity.
The budget allocated is 200,000; $50,000 for each of the four years of the 
project. 

Fourth Year of Project 
In conversations with USAID/Ecuador
project and IN.AE, w have decided to extend theto four years instead of three years. This means additional time andservices of all project personnel for theas fourth year to implementill as project support. These additional the project

costs are reflected in therevised budget. 

The additional products and services for the project are:
 
O 5 additional policy dialogue workshps during the fourth year
 
O 4 additional economic training workshops
 

O 4 additional university education 
workshops 
0 4 additional policy dialogue articles
 

0 6 additional ecnomic analysis papers
 

0 8 additional economic journal papers
 
O 6 additional university education technical 
notes or cases
 
0 2 additional data generation papers 

O 2 additional economic journals 
These additional activities also include during the fourth year 100 work daysof technical assistance. national conference support during the fourth year;
increased Public diffusion of articles and
networking the econoic journal; and general
and informal meetings. The fourth year doesincrease in cases not anticipate anstudies nor the researchcompleted Py the end of 

stiies as these should bethe third year to use during the project.
 
Personal 
Services Contractor 
This prqxnal includes a Program Economist who will beproject with a funded under thePersonal Services contract. Included in this paper is a draftterms of reference for this person. 
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Cotingency Fund 

The supplement includes a contingency fund for the project as a separete line 
item. 

(1903m) 
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----------------------------------------------------------------------

---------------------------------------------------

------------------------------------------

------------------------------------------

C.II. REVISED BUDGET
 

DOLLAR BUDGET
 

POLICY DIALOGUE SUPPORT PROJECT
 

ITEM TOTAL Oct,90 
Sept,91 

Oct, 91 
Sept, 92 

Oct,92 
Sept, 93 

Oct,93 
Sept,94 

----------------------------------
A. PERSONNEL COSTS ------------- -----

INCAE Ecuador (1) 

Project Administrator 
Project Coordinator 
Executive Assistant 
Executive Secretary 

169854.00 
62659.00 
50204.00 
18564.00 

40000.00 
14750.00 
12000.00 
4000.00 

41200.00 
15500.00 
12360.00 
4400.00 

43672.00 
15965.00 
12731.00 
4840.00 

44982.00 
16444.00 
13113.00 
5324.00 

INCAE Costa Rica Faculty (2) 

Overall Coordinator 
Policy Dialogue Coordinator 
University Educ. Coord. 
Data Generation Coord. 
Executive Secretary 

60000.00 
60000.00 
40000.00 
60000.00 
25101.00 

15000.00 
15000.00 
10000.00 
15000.00 
6000.00 

15000.00 
15000.00 
10000.00 
15000.00 
6180.00 

15000.00 
15000.00 
10000.00 
15000.00 
6365.00 

15000.00 
15000.00 
10000.00 
15000.00 
6556.00 

Costa Rica Staff (3) 

Policy Dialogue Trainers 
Economic Training Trainers 
University Educ. Trainers 
Data Generation Trainers 

54000.00 
72000.00 
51000.00 
24000.00 

13500.00 
18000.00 
14000.00 
6000.00 

13500.00 
18000.00 
15000.00 
6000.00 

13500.00 
18000.00 
10000.00 
6000.00 

13500.00 
18000.00 
12000.00 
6000.00 

Short-Term Tech. Asst.(4) 118000.00 29500.00 29500.00 29500.00 29500.00 
Sub-Total Personnel Costs 
 865382.00 212750.00 216640.00 215573.00 220419.00
 

Benefits. 20% total 
(5) 173076.40 42550.00 43328.00 
 43114.60 44083.80
 

A. Total Person & Benefits 1038458.40 255300.00 259968.00 258687.60 264502.80
 

B. Training Costs
 

O PEE Sem.in Costa Rica. (6)
15 participants X $2,150 
 3225000 322504.00 0.00 
 0.00 0.00
 

O PDU Sem. in Costa Rica(7)

15 participants X $3,900 
 58500.00 
 0.00 58500.00 0.00 0.00
 

Airfare INCAE Staff (8)
 

O Policy Dialogue airfare
 
36 trips X $700 25200.00 6300.00 6300.00 
 6300.00 6300.00


O Econ. Trainers airfare
 
44 trips x $700 
 30800.00 7700.00 7700.00 
 7700.00 7700.00
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--------------------------------------------------------------------

-------------------------------------------------------------------

O Univer. Educ. Airfare
 
26 trips X $700 18200.00 4550.00 4550.00 4550.00 4550.00
 

0 Data Generation Airfare
 
20 trips X $700 14000.00 3500.00 3500.00 3500.00 3500.00
 

O Coordinators
 
40 trips x $700 28000.00 7000.00 7000.00 7000.00 7000.00
 

O Technical Assistance
 
27 trips x $1,100 29700.00 7425.00 7425.00 7425.00 7425.00
 

Per Diem 	Trainers (9)
 

o Policy Dialogue Trainers 
216 days x $25 5400.00 1350.00 1350.00 1350.00 1350.00 

0 Econ. Training Trainers 
288 days X $25 7200.00 1800.00 1800.00 1800.00 1800.00 

0 Univ. Education Trainers 
204 days X $25 5100.00 1275.00 1275.00 1275.00 1275.00 

0 Data Generation Trainers 
96 days X $25 2400..00- 6N.-# 600.00 ;J00.0(" 600.0W" 

O Coordinators 
440 days X $25 11000.00 2750.00 2750.00 2750.00 2750.00 

O Technical Assistance
 
467 days X $25 11675.00 2919.00 2918.00 2919.00 2919.00
 

Contract Out Studies (13) 180000.00 45000.00 45000.00 45000.00 45000.00
 
(International)


Case Studies (15) 84000.00 42000.00 21000.00 21000.00 0.00
 

National 	Conferences (16) 200000.00 50000.00 50000.00 50000.00 
50000.00
 

B. Sub-Total Training Costs 
 743.Z5.00 -26,419.00 . 221668.0W 163169.00 142,169.00 

C. Commodity Costs
 

1: 	Three overhead project.
 
at $500 each 1500.00 1500.00 0.00 0.00 0.00
 

2. Three IBM Selectric type

writers at $900 each 2700.00 2700.00 
 0.00 0.00 0.00
 

3. One xerox copying machine
 

at $ 3,500 	 3500.00 3500.00 0.00 0.00 0.00
 

4. One Fax machine at $500 500.00 500.00 0.00 0.00 0.00
 

5. Three 	computers at $3000 9000.00 9000.00 0.00 0.00 
 0.00
 

6. Misc. 	Office Equip. 10000.00 4000.00 3000.00 2000.00 1000.00
 

7. Workshop Tables/Chairs 7000.00 3000.00 2000.00 2000.00 
 0.00
 

C. Sub-Total Commodity Costs 34200.00 24200.00 5000.00 4000.00 1000.00
 

D. Other 	Costs - 49 
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----------------------------------------------------------------------

BUDGET FOR LOCAL CURRENCY COSTS
 

ECUADOR BUDGET
 

POLICY DIALOGUE SUPPORT PROJECT
 

ITEM TOTAL Oct,90 
Sept,91 

Oct, 91 
Sept, 92 

Oct,92 
Sept, 93 

Oct,93 
Sept,94 

B. Training Costs 

Per Diem Trainers (9) 

O Policy Dialogue Trainers 
216 days x $35 

O Econ. Training Trainers 
288 days X $35 

O Univ. Education Trainers 
204 days X $35 

O Data Generation Trainers 
96 days X $35 

O Coordinators 
440 days X $35 

O Technical Assistance 
467 days X $35 

7560.00 

10080.00 

7140.00 

3360.00 

15400.00 

16344.00 

1890.00 

2520.00 

1785.00 

840.00 

3850.00 

4086.00 

1890.00 

2520.00 

1785.00 

840.00 

3850.00 

4086.00 

1890.00 

2520.00 

1785.00 

840.00 

3850.00 

4086.00 

1890.00 

2520.00 

1785.00 

840.00 

3850.00 

4086.00 

Training Materials (10) 

O Policy Dialogue Seminars 

O Economic Training Seminars 

O University Educ. Seminars 

O Data Generation Seminars 

24840.00 

18400.00 

15640.00 

9200.00 

6210.00 

4600.00 

3910.00 

2300.00 

6210.00 

4600.00 

3910.00 

2300.00 

6210.00 

4600.00 

3910.00 

2300.00 

6210.OC 

4600.0C 

3910.0C 

2300.0C 

Training Locale (11) 

O Policy Formation Workshops 

O Policy Dialogue Seminars 

O Economic Training Seminars 

O University Educ. Seminars 

0 Data Generation Seminars 

8000.00 

16200.00 

14400.00 

15300.00 

9000.00 

2000.00 

4050.00 

3600.00 

3825.00 

2250.00 

2000.00 

4050.00 

3600.00 

3825.00 

2250.00 

2000.00 

4050.00 

3600.00 

3825.00 

2250.00 

2000.OC 

4050.0C 

3600.OC 

3825.0C 

2250.OC 

Training Luncheons (12) 

O Policy Formation 

O Policy Dialogue 

O Economic Training 

3225.00 

35700.00 

28000.00 

1000.00 

8925.00 

7000.00 

750.00 

8925.00 

7000.00 

750.00 

8925.00 

7000.00 

725.OC 

8925.0C 

7000.0C 
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---- ----------------------------------------------------------------

---- -----------------------------------------------------------------------

---- -----------------------------------------------------------------------

---- -----------------------------------------------------------------------

0 University Education 


0 Data Generation 


Contract Out Studies 

(Ecuador)


Research Studies (14) 


Local 	Travel in Ecuador
 
125 trips X $30 


Local Per Diem Ecuador
 
225 days X $60 


23800.00 5950.00 5950.00 5950.00 5950.00 

14000.00 3500.00 3500.00 3500.00 3500.00 

94000.00 23500.00 23500.00 23500.00 23500.00 

24000.00 6000.00 6000.00 6000.00 6000.00 

3750.00 937.00 938.00 937.00 938.00 

13500.00 3375.00 3375.00 3375.00 3375.00 

B. Sub-Total Training Costs 
 430839.00 107903.00 107654.00 107653.00 107629.00
 

C. Commodity Costs
 

8. Ref. Books/Periodicals 9000.00 3000.00 2000.00 2000.00 
 2000.00
 

C. Sub-Total Commodity Costs 9000.00 3000.00 2000.00 2000.00 
 2000.00
 

D. Other Costs
 

7.Diffusion Materials (17) 
 225000.00 100000.00 75000.00 25000.00 25000.00
 

D. Sub-Total Other Costs 
 225000.00 100000.00 75000.00 25000.00 25000.00
 

Sub-Total Direct Costs 
 664839.00 210903.00 184654.00 134653.00 134629.00
 

Overhead (15)
 
20.33% Direct Costs 135161.77 42876.58 37540.16 27374.95 27370.08
 

Sub-Total Direct Costs 
 800000.77 253779.58 222194.16 162027.95 161999.08
 
and Overhead
 

Grand 	Total 800000.77 253779.58 222194.16 162027.95 161999.08
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C. I I I.-JiNME TOUDGEr 

1. Ecuador Perscnnel
 

Project Administrator will work 
 full time according to INCAE faculty policy. 
Salary assumes a 3% increase annually. 

Project Coordinator will work 200 days; 50 days first year at 295 and
 
subsequent years at AID maximum rate.
 

Executive Assistant will work full time The atfor four year. first year 

$12,000 and subsequent ybars with 3% increase per year.
 

Executive Secretary will work full time. Assumes a 10% increase per year. 

2. Costa Rica Staff 

INCAE faculty will be assigned and c-mitted directly to this project.

Starting the new INCAE academic 
year, September 1,1990, tne coordinators and
 
support staff will have academic units appointed directly to this project.
 

Overall Coordinator will work 240 days 60 days each year.at $501 


Policy Dialogue Coordinator will work 240 days $501 60 days each year.
at 


University Education Coordinator will work 160 days 250;
at 40 days each year. 

Data Generation Coordinator will work 240 days at $501 60 days each year. 

Executive Secretary will work full time for four years at $ 6,000 for first
 
year and 3% increase each subsequent year.
 

3. Costa Rica Staff Trainers
 

Policy Dialogue Trainers will work 216 days 250 per day.
at 

18 weeks seninars X 6 days- 108 days X two trainers 
= 216 days. 

Economic Training Trainers will worr 288 days at $50 per day. 
16 weeks seminars X 6 days- 96 days X three trainers- 288 days. 
University Education Trainers will work 204 days at $250 per day.17 weeks seminars. Five for diagnosis seminars and 12 for other PEX seminars.
17 weeks X 6 days- 1(2 days X two trainers- 204 days. 

Data Generation and Analysis Trainers will work 96 days at $250 per day. 10weeks seminars X 6 days - 48 days X two trainers- 96 days. 

4. Technical Assistance
 

INCAE proposes considerable technical assistance for networking, 
 informal
meetings, and studies. 400 days of TA during the project $295 per day = 
$118,000 for life of project.
 

- 53 



5. INCAE Benefit Package
 

Established INCAS benefit is 20% of direct salaries and includes health
 
benefits, pension, and vacation.
 

6. PEE Sminar 

The PEE Seminar is standard INCAS seminar in Costa Rica. PEE seminar costs $ 
1,750 for total costs and $400 transportation with special price via Varig.

$2,150 total. 15 participants X $2,150 a $32,250. Course is subsidized
 
partially by the World Bank.
 

7. Seminar
 

The PDU Seminar is held in Costa Rica and costs $3,500 for total costs and
 
$400 transportation with special price via Varg. $3,900 total. 15
 
participants X $3,900. $58,500.
 

8. Airfare INCAE Staff
 

Airfare assumes $700 direct airfare Costa Rica-Quito/Guayaquil- Costa Rica
 
most direct route. Current cost is $650 but expect it to go up slightly.
 

Policy Dialogue Trainers airfare. 36 trips X $700 = $25,200.
 

Economic Training Trainers airfare. 44 trips X $700 a $30,800.
 

University Education Trainers airfare. 26 trips X $700 a $18,200.
 

Data Generation Trainers airfare. 20 trips X $700 = $14,000.
 

Coordinators. 40 trips X $700 = $28,000.
 

Technical Assistance. 27 trips X $1,100 a $29,700. Assumes technical
 
assistance coming from the United States.
 

9. Trainer Per Diem
 

INCASE per diem policy is $25.00 per day for faculty plus the cost of hotel.
 
INCAS has special rates at hotels in Quito and Guayaquil at $35 per day.
 
Therefore per diem calculation is at $60 per day.
 

Policy Dialogue Trainers. 216 days X $60 a $12,960.
 

Economic Training Trainers. 288 days X $60 a $17,280.
 

University Education Trainers. 204 days X $60 z $12,240.
 

- 54 



Data Generation and Analysis Trainers. 96 days X $60 z 85,760.
 

Coordinators. 440 days X $860 a $26,400.
 

Technical Assistance. 467 days X $60 = $28,020.
 

10. Trainina Materials
 

Training materials budget is based on the following calculation@. Each seminar
 
requires 250 pages training materials per participant per week, or $23.00 per

participant/ per week. Individual calculations per seminar based on number of
 
seminars and number of participants. Common denominator is participant weeks.
 

Policy Dialogue: 18 seminars X 60 participants average a 1,080 participant
 
weeks X $23.00 = $24,840.
 

Economic Training Seminars: 16 weeks seminars X 50 participants average= 800
 
participant weeks X $23.00 z $18,400.
 

University Education Seminars: 17 weeks seminars X 40 participants average =
 
680 participant weeks X $23.00 = $15,640.
 

Data Generation Seminars: 10 weeks seminars X 40 participants average= 400
 
participant weeks X $23.00z $9,200.
 

11. Training Locale
 

Costs based on renting training locales at major hotels in Quito and Guayaquil
 
for seminars. Costs are average $900 per week.
 

Policy Formation Workshops. 20 meetings X $400 each a $8,000.
 

Policy Dialogue: 18 weeks X 8900 n $16,200.
 

Economic Training 16 weeks X $900 x $14,400.
 

University Education: 17 weeks X $900 z $15,300.
 

Data Generation: 10 weeks X $900 = $9,000.
 

12. Training Luncheons
 

Costs based on providing participants with lunch and coffee breaks per seminar
 
at $7.00 per participant/ per day.
 

Policy Formation. 20 meetings = $3,225.
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Policy Dialogue: 17 weeks X 5 days = 85 days X 60 participants = 5,100 
participant days X $7 = $35,700. 

Economic Training: 16 weeks X 5 days = 80 days X 50 participants - 4,000 
participant days X $7 - $28,000. 

University Education: 17 weeks X 5 days = 85 days X 40 participants - 3,400
 
days X $7 = $3,800.
 
Data Generation: 10 weeks X 5 days = 50 days X 40 participants - 2,000 days X
 
$7 = $14,000.
 

13. Contract Out Studies
 

INCAE will contract-out for studies and position papers that will be used in 
all four components and for the economic journals. Sm studies will be 
written by Ecuadorians while others by international experts. Based on this 
thinking, there are different coets because these costs will include 
honorarium, international travel, per diem, and incidental costs. The 
breakdown of these costs is as follows: 

Ecuadorians International 

Policy Dialogue: 6 Articles 6 Articles 
Economic Training: 8 Articles 8 Articles 
Econcmic journal: 16 Articles 10 Articles 
University education: 10 Articles 
Data Generation: 7 Articles 

TArt icles frArticles 

47 articles X $2,000 per article = $94,000. 

24 articles X $7,500 per article - *180,000. 

The 24 articles are a combination of on-site research and investigation,
discussions and interviews with public and private officials. The article is 
the final product of the consultants' intervention in the project. Some 
consultants will provide seminars related to their work. 

14. Research Studies 

Research studies by 1uadorians related to the data generation seminars. 
Studies will be used in other seminars. 12 studies at $,000 per study 
$24,000. 

15. Case Studies 

INCAE will commission 12 full scale case studies for this project; 4 for 
structural reform seminarsi 6 for macroecononic seminars; 2 for policy 
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formation analysis. Case studies cost $7,000 per study X 12 = $84,000. Cost
 
includes total package of consultant fee, travel, per diem, and product. This
 
is standard INCAE cost for case studies.
 

16. National Conferences
 

INCAE will support and help sponsor other seminars in Ecuador that are related
 
to project objectives and activities. This may be sponsorhip of the event
 
itself, materials, locile, or other support. It will not include professors,
 
luncheons, or incidental expenses. Estimated $50,000 per year for the four
 
years = $200,000.
 

17. Public Diffusion Materials
 

Publication of articles 'cobe used for public dissemination.
 

25 journal articles X 5,000 copies X $1.50 per copy = $187,500.
 

8 economic journals. 8 X 1,000 copies X $5 per copy = $40,000.
 

$227,500
 

18. INCAE Overhead Rate
 

INCAE overhead rate is 20.33% of total direct costs. This rate has been
 
approved by ROCAP in Guatemala. See annex for justification.
 

19. Final Evaluation
 

USAID/Ecuador will contract directly for a Final Evaluation. Estimated cost is
 
$50,000. No overhead is charged on this cost.
 

20. Personal Services Contract
 

A Personal Services contract of $424,000 for three years is included in the
 
budget.
 

21. AnnmaLAud%& $26,000
 

(19om)
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C.IV. 	TERS OF REFERE FOR 
IfLa-TERM PM=C CCNCMIST 

The AID Project Eocn ist will have a personal services contract.
 

Administration and Coordinatin
 

The Project Ebomist will work under the supervision of the Project Officer.
 
He will be assigned by the USAID/Ecuador Mission to work within the Policy
 
Dialogue Support Project. INCAE will be the cocperative agreement grantee for
 
the Policy Dialogue Support Project.
 

The Project Ecnomist will have his office within the INCAE offices for this
 
AID project. He will also receive secretarial and logistical support through
 
the project. The project will provide all the office su~pplies needed for his
 
work under the project.
 

The Project Ecanczist will work in close coordination with INCAE's Project
 
Director, Project Coordinator, and Overall Coordinator. Since INCAE has final
 
responsibility for the project, the Project Economist will have to work on
 
project activities in concert with INCAE. INCAE will have final decision
 
rights regarding all project activities.
 

Project Activities
 

The Project Economist will have specific duties to perform within the Policy
 
Dialogue Support Project. These relate to the research and training activities
 
in the four project caiponents, as followst
 

Component No 1: Policy Dialogue 

1. Conduct a study esri write a report on the "economic policy making
 
framework" in Ecuadvr at the early stages of the project that can be used for
 
a policy dialogue seminar. This study will be in addition to the three or four
 
other studies that INCAE will onduct at project outset.
 

2. Prepare four reaction papers to the Sigma One structural Reform papers that
 
can be used in the first four economic journals, be used as seminar training
 
materials, and can be used as discussion pieces for informal workshops.
 

3. Prepare six technical notes that synthesize the major Ecuadorian economic
 
and policy issues on six themes that will be presented in the macroeconcmic
 
seminars. The themes will be selected as the project progresses. These
 
technical notes will be used for the macroecaoncmic seminars.
 

4. Coordinate and prepare a sector assessment of the macroeconomic situation
 
in Ecuador. This report will be prepared during the second project year and
 
will take into account the studies conducted under the project to date. The
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Project Eonomist will be responsible for producing the sector assessment by 
the end of the second project year. 

5. Participate, in coordination with INCAE, in the informal workshops,
 
structural reform seminars, and macroeconoic seminars, as either a trainer
 
and/or participant.
 

6. Provide background and coordination with the INAE and technical assistance 
advisors regarding the specific papers those onsultants will be preparing 
under the project.
 

7. Provide editorial and revision of technical papers prepared under the
 
project for publication.
 

8. Provide editorial and revision of technical reports for the economic
 
journals.
 

Component No 2: Leader Training in Economics 

1. Participate as a trainer in the short-term private and public sector
 
macroecnic seminars tnder the academic guidance of CAE faculty and as
 
determined by INt E.
 

2. Assist in macroecoomic training designs based on the information received 
from INCAE so that macroeconomic training is relevant for Ecuador. 

Component No. 3 University Training in Economics 

1. In coordination with and tnder the supervision of INCAE, participate in the 
diagnostic seminars, macroeocnmic training seminars, curriculum reform and 
teaching methodology seminars. 

2. Assist in the preparation of the university training seminars so that they 
are relevant for Ecuador. 

Component No. 4 Data Generation and Analysis 

1. Conduct a study and write a report on the economic research and 
institutions conducting economic research and investigation in Ecuador. This 
report will be used for the data generation training seminars. 

2. Participate, under INCAE coordination and supervision, in the data 
generation and analysis seminars. 

(1902m) 
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ANNEX XI.A.
 

Ecuador
 

5C(l) - COUNTRY CHECKLIST 

Listed below are statutory criteria applicable
 
to: (A) FAA funds generally; (B)(1) Development
 
Assistance funds only; or (B)(2) the Economic
 
Support Fund only.
 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY 

1. FY 1990 Appropriations Act
 
Sec. 569(b). Has the President The President has certified
 
certified to the Congress that the that Ecuador is taking
 
government of the recipient country is adequate easures.
 
failing to take adequate measures to
 
prevent narcotic drugs or other
 
controlled substances which are
 
cultivated, -producedor processed
 
illicitly, in whole or in part, in such
 
country 'or transported through such
 
country, from being sold illegally
 
within the jurisdiction of such country
 
to United States Government personnel
 
or their dependents or from entering
 
the United States unlawfully?
 

2. FAA Sec. 481(h); FY 1990
 
Appropriations Act Sec.769(b). (Theseduo..isn aor -rnit 
provisions apply to assistance of any dr.g producng or drug-transit 
kind provided by grant, sale, loan, cu"r" 
lease, credit, guaranty, or insurance,
 
except assistance from the Child
 
Survival Fund or relating to
 
international narcotics control,
 
disaster and refugee relief, narcotics
 
education and awareness, or the
 
provision of food or medicine.) If the
 
recipient is a 'major illiciedrug

producing country' (defined as a
 
country producing during a fiscal year
 
at least five metric tons of opium or 
500 metric tons of coca or marijuaa) 
or a *major drug-transit country* 
(defined as a country that is a
 
significant direct source of illicit 
drugs significantly affecting the 
United States, through which such drugs 

/
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are transported, or through which
 
significant sums of drug-related

profits are laundered with the
 
knowledge or complicity of the
 
government): (a) Does the country have
 
in place a bilateral narcotics
 
agreement with the United States, or a
 
multilateral narcotics agreement? and
 
(b) Ba the President in the March 1
 
International Narcotics Control
 
Strategy Report (INSCR) determined and
 
certified to the Congress (without

Congressional enactment, within 45 days
 
of continuous session, of a resolution
 
disapproving such a certification), or
 
has the President determined and
 
certified to the Congress on any other
 
date (with enactment by Congress of a
 
resolution approving such
 
certification), that (1) during the
 
previous year the country has
 
cooperated fully with the United States
 
or taken adequate steps on its own to
 
satisfy the goals agreed to in a
 
bilateral narcotics agreement with the
 
United States or in a multilateral
 
agreement, to prevent illicit drugs
 
produced or processed in or transported
 
through such country from being

transported into the United States, to
 
prevent and punish drug profit
 
laundering in the country, and to
 
prevent and punish bribery and other
 
forms of public corruption which
 
facilitate production or shipment of
 
illicit drugs or discourage prosecution

of such acts, or that (2) the vital
 
national interests of the United States
 
require the provision of such
 
assistance?
 

3. 	 1986 Drug Act Sec. 2013. (This section . ... •
 
applies to the same categories of .cu
ador;.nota maJor illicit
 
assistance subject to the restrictionsu 	 g-rns"
 
in FAA Sec. 481(h), above.) if 	 y.
 
recipient country is a *major illicit
 
drug producing country* or *major"'
 
drug-transit country" (as defined for
 
the purpose of FAA Sec 481(h)), has the
 
President submitted a report to
 

(9k
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Congress listing such country as one:
 
(a) which, as a matter of government
 
policy, encourages or facilitates the
 
production or distribution of illicit
 
drugs; (b) in which any senior official
 
of the government engages in,
 
encourages, or facilitates the
 
production or distribution of illegal

drugs: (c) in which any member of a
 
U.S. 	Government agency has suffered or
 
been threatened with violence inflicted
 
by or with the complicity of any
 
government officer; or (d) which fails
 
to provide reasonable cooperation to
 
lawful activities of U.S. drug

enforcement agents, unless the
 
President has provided the required

certification to Congress pertaining to
 
U.S. national interests and the drug
 
control and criminal prosecution
 
efforts of that country?
 

4. 	 FAA Sec. 620(c). If assistance is to a The Government of Ecuador is 
government, is the government indebted not so indebted. 
to any U.S. citizen for goods or
 
services furnished or ordered where:
 
(a) such citizen has exhausted
 
available legal remedies, (b) the debt
 
is not denied or contested by such
 
government, or (c) the indebtedness
 
arises under an unconditional guaranty

of payment given by such government or
 
controlled entity?
 

5. 	 FAA Sec. 620(e)(1). If assistance is The Goverment of Ecuador has
 
to a government, has it (including any 
 not taken such action.
 
government agencies or subdivisions)'

taken any action which has the effect
 
of nationalizing, expropriating, or
 
otherwise seizing ownership or control
 
of property of U.S. citizens or
 
entities beneficially owned by them
 
without taking steps to discharge its
 
obligations toward such citizens or
 
entities?
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10. 	 FAA Sec. 620(q); Fy 1990 Appropriations

Act sOc. 518 (Brooke Amendment) )

Has the government of the recipient Ecuador is not in
 
country been in default for more than default.
 
six months or. interest or principal of
 
any loan to the country under the FAA?
 
(b) Has the country been in default for
 
more than one year on interest or
 
principal on any U.S. loan under a
 
program for which the FY 1990
 
Appropriations Act appropriates funds?
 

11. 	 FAA Sec. 620(s). If contemplated Yes, taken into account by the
 
assistance is'evelopment loan or to Administrator at the time of
 
come from Economic Support Fund, has approval of the A.I.D. 0YB.
 
the Administrator taken into account
 
the percentage of the country's budget

and amount of the country's foreign
 
cxchange oz other resources spent on
 
military equipment? (Reference may be
 
made to the annual 'Taking Into
 
Consideration" memo: "Yes, taken into
 
account by the Administrator at time of
 
approval of Agency OYB." This approval
 
by the Administrator of the Operational
 
Year Budget can be the basis for an
 
affirmative answer during the fiscal
 
year unless significant changes in
 
circumstances occur.)
 

12. 	 FAA Sec. 620(t). -Has the country Ecuador has not severed diplomatic
severed diplomatic relations with the relations with the U.S. 
United States? If so, have relations
 
been resumed and have new bilateral
 
assistance agreements been negotiated

and entered into since such resumption?
 

13. 	 PAA Sfe. 620(u). What ic the payment Ccuador is.iut Iiiarrears. 
status of the country's U.N. 
obligations? If the country is in 
arrears, were such arrearages taken
 
into account by the A.I.D.
 
Administrator in determining the
 
current A.I.D. Operational Year
 
Budget? (Reference may be made to,the
 
'Taking into Consideration' memo.)
 

- (i
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14. 	 FAA Sec. 620A. Bas the President Ecuador does not provide such 
determined that the recipient country sanctuary.or otherwise support
grants sanctuary from prosecution to international terrorism. 
any individual or group which has
 
committed an act of international
 
terrorism or otherwise supports
 
international terrorism?
 

15. 	 FY 1990 Appropriations Act Sec. 564. Ecuador does provide such
Has the country been determined by the sanctuary or otherwise support
President to: (a) grant sanctuary from international terrorism. 
prosecution to any individual or group

which has committed an act of
 
international terrorism, or (b)
 
otherwise support international
 
terrorism, unless the President has
 
waived this restriction on grounds of
 
national security or for humanitarian
 
reasons?
 

16. 	 ISDCA of 198S Sec. 552(b). Has the Ecuador is not a high terrorist 
Secretary of State determined that the. threat country.
 
country is a high terrorist threat
 
country after the Secretary of
 
Transportation has determined, pursuant

to section 1115(e)(2) of the Federal
 
Aviation Act of 1958, that an airport
 
in the country does not maintain and
 
administer effective security measures?
 

17. 	 FAA Sec. 666(b). Does the country Ecuador does not so object.
object, on the basis of race, religion#

national origin or sex, to the presence
 
of any officer or employee of the U.S.
 
who is present in such country to carry
 
out economic development programs under
 
the FAA?
 

18. 	 FAA Scs. 669P 670. Has the country, Ecuador has neither delivered 
acter August , 1777, delivered to any nor received such equipment,
other country or received nuclear materials or technology; 
enrichment or reprocessing equipment, 
materials, or technology, without 
specified arrangements or safeguards, 
and without special certification Py 
the President? Has it transferred a 
nuclear explosive device to a 
non-nuclear weapon state, or if such a 
state, either received or detonated a 
nuclear explosive device? (FAA Sec. 
620E permits a special 'aiver of Sec.
 
669 for Pakistan.)
 

http:sanctuary.or
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19. 	 FAA Sec. 670. If the country is a
 
non-nuclear weapon state, has it on attempted to export such
 
after August 8, 1985, exported (or materialteuporu

attempted to export) illegally from the techlogy eienl for

United States any material, equipment, teS.h llegally from the
 
or technology which would contribute
 
significantly to the ability of a
 
country to manufacture a nuclear 
explosive device?
 

20. 	 ISDCA of 1981 Sec. 720. was the 
 Yes, taken into account
 
country represented at the Meeting of by te Administrator at

Ministers of Foreign Affairs and Bcads h time of approval of
 
of Delegations of the Non-Aligned the Ai.D. OYB.
 
Countries to the 36th General Assembly
 
of the U.N. on Sept. 25 and 28, 1981,

and did it fail to disassociate itself
 
from the communique issued? If so, has
 
the Presider' taken it into account?
 
(Reference may be made to the OTaking
into 	Consideration' memo.)
 

21. 	 FY 1990 Appropriations Act Sec. 513. The duly elected ead of
Has the duly elected Head of Government Government has not been deposed
of the country been deposed by militaryv .... 
coup or decree? If assistance has been b p
terminated, has the President notified
 
Congress that a democratically elected
 
government has taken office prior to
 
the resumption of assistance?
 

22. 	 FY 1990 Appropriations Act Sec. 539. Ecua 
Does the recipient country fully fcidor fully cooperates tin 
cooperate with the international facilitating lasting solutions 
refugee assistance organizations, the to refugee situations. 
United States, and o4her governments in
 
facilitating lasting solutions to
 
refugee situations, including

resettlement without respect to race,
 
sex, religion, or national origin?
 

/
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Development Assistance Country Criteria
 

a. FAA Sec. 116. Has the Department of Ecuador does not engage in 0.
State determined that this government hasconsistent pattern of gross
engaged in a consistent pattern of gross violations of internationally
violations of internationally recognized recognized human rights.
human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the needy?
 

b. FY 1990 Appropriations Act Sec. 535.
 
Has the 
President certified that use of The use of DA funds by Ecuador 
DA funds by this countr' would violate would not violate such 
any of the prohibitions against use of prohibitions. 
funds to pay for the performance of 
abortions as a methoe of family planning,
 
to motivate or coerce any person to
 
practice abottions, to pay for the
 
performanct of involuntary sterilization
 
as a method of family planning, to coerce
 
or provide any financial incentive to any
 
person to undergo sterilizations, to pay
 
for any biomedical research which
 
relates, in whole or in part, to methods
 
of, or the performance of, abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria
 

a. FAA Sec. 5025. Has it been d
determined that the country has engaged Ecusr does not engage nofa
 
in a consistent pattern of gross consistent pattern of gross
violations of internationally recognized violations of internationally
human rights? If so, has the President n human rights.
found that the country made such
 
significant improvement in its human
 
rights record that furnishing such
 
assistance is in the U.S. national
 
interest? 

6. FY 1990 Appropriations Act Sec. Ecuador has taken significant
569(d. Has this country met its drug steps to halt illicit drug
eradication targets otlierwise takenor production and trafficking.
significant steps to halt illicit drug
 
production or trafficking?
 



ANNEX XI.B.
 

PROJECT CHECKLIST
 

A. GENERAL CRITERIA FOR PROJECT 
1. Congress has been notified. 

1. FY 1988 Continuing Resolution 
Sec. 523; FAA Sec. 634A. If 
money is to be obligated for 
an activity not previously 
justified to Congress, or for 
an amount in excess of amount 
previously justified to 
Congress, has Congress been 
properly notified? 

2. FAA Sec. 611(a). Prior to 2. Yes. This Project Paper 
obligation in excess of includes a detailed project 
$500,000, will there be (a) budget. 
engineering, financial or 
other plans necessary to carry 
out the assistance, and (b) a 
reasonably firm estimate of 
the cost to the U.S. of the 
assistance? 

3. 	FAA Sec. 611(a)(2). If 3. No legislative action by the
 
legislative action is required Government of Ecuador is
 
within recipient country, what required.
 
is basis for reasonable
 
expectation that such action
 
will be completed in time to
 
permit orderly accomplishment
 
of purpose of the assistance?
 

4. 	FAA Sec. 611(b): ZY 1990 4. N/A.
 
A2orooriations Act Sec. 501.
 
If project is for water or
 
water-related land resource
 
construction, have benefits
 
and costs been computed to the
 
extent practicable in
 
accordance with the
 
principles, standards, and
 
procedures established
 
pursuant to the WNter
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Resources Planning Act (42
 
U.S.C. 1962, lt an2.)? (See
 
AID Handbook 3 for
 
guideliness.)
 

5. 	FAA Sec. 611(e). If project 5. N/A
 
is capital assistance ( 8.Q.L,
 
construction), and total U.S.
 
assistance for it will exceed
 
$1 million, has Mission
 
Director certified and
 
Regional Assistant
 
Administrator taken into
 
consideration the country's
 
capability effectively to
 
maintain and utilize the
 
project?
 

6. 	F e . Is project 6. The Mission does not

susceptible to execution as 
 consider this Project to be
 
part of regional or 
 susceptible to execution as
 
multilateral project? 
 If so, part of a regional or
 
why 	is project not so 
 multilateral project.
 
executed? Information and
 
conclusion whether assistance
 
will encourage regional
 
development programs.
 

7. 	FAA Sec. 601(a). Information 
 7. The project will encourage

and 	conclusions on whether 
 better understanding of
 
projects will encourage macroeconomic reforms which,
 
efforts of the country to: (a) if implemented, could
 
increase the flow of 
 increase the flow of
 
international trade; (b) 
 international trade, foster
 
foster private initiative and 
 private initiative and
 
competition; (c) encourage 
 competition, and discourage

development and use of 
 monopolistic practices.
 
cooperatives, credit unions,
 
and savings and loan
 
associations; (d) discourage
 
monopolistic practices; (e)
 
improve technical efficiency
 
of industry, agriculture and
 
commerce; and (f) strengthen
 
free labor unions.
 

8. 	FAA Sec. 601(b). Information 
 8. Project procurement is to
 
and conclusions on how project 
 take place from the U.S. and

will encourage U.S. private 
 Ecuador. Technical
 
trade and investment abroad 
 assistance is to be
 
and encourage private U.S. 
 partially provided by the
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participation in foreign U.S. Some training may occur
 
assistance programs (including in the U.S.
 
use of private trade channels
 
and the services of U.S.
 
private enterprise).
 

9. 	FAA Sec. 612(b), 636(h). 9. N/A.
 
Describe steps taken to assure
 
that, to the maximum extent
 
possible, the country is
 
contributing local currencies
 
to meet the cost of
 
contractual and other
 
services, and foreign
 
currencies owned by the U.S.
 
are utilized in lieu of
 
dollars.
 

10. 	FAA Sec. 612(d). Does the 10. No, the U.S. does not own
 
U.S. own excess foreign excess Ecuadorian currency.
 
currency of the country and,
 
if so, what arrangements have
 
been made for its release?
 

11. 	FY 1990 Aoro'riations Act 11. N/A. 
Section 521. If assistance is 
for the production of any 
commodity for export, is the
 
commodity likely to be in
 
surplus on world markets at
 
the time the resulting
 
productive capacity becomes
 

operative, and is such
 
assistance likely to cause
 
substantial injury to the U.S.
 
producers of the same, similar
 
or competing commodity?
 

12. FY 1990 Appropriations Act 12. No.
 
Sec, 547. Will the assistance
 
(except for programs in
 
Caribbean Basin Initiative
 
countries under U.S. Tariff
 
Schedule "Section 807," which
 
allows reduced tariffs on
 
articles assembled abroad from
 
U.S.-made components) be used
 
directly to procure
 
feasibility studies,
 
prefeasibility studies, or
 
project profiles of potential
 
investment in, or to assist
 
the establishment of
 
facilities specifically
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designed for, the manufacture 
for export to the United 
States or to third country 
markets in direct competition 
with U.S. exports, of 
textiles, apparel, footwear, 
handbags, flat goods (such as 
wallets or coin purses worn on 
the person), work gloves or 
leather wearing apparel? 

13. FAA Sec. 119 (a)(4)-6)-(10). 13. (a) No. 
Will the assistance (a) (b) No. 
support training and education (C) No. 
efforts which improve the (d) No. 
capacity of recipient 
countries to prevent loss of 
biological diversity; (b) be 
provided under a long-term 
agreement in which the 
recipient country agrees to 
protect ecosystems or other 
wildlife habitats; (c) support 
efforts to identify and survey 
ecosystems in recipient 
countries worthy of 
protection; or (d) by any 
direct or indirect means 
significantly degrade national 
parks or similar protected 
areas or introduce exotic 
plants or animals into such 
areas? 

14. F 2 If a Sahel 
project, has a determination 

14. N/A. 

been made that the host 
government has an adequate 
system for acrounting for and 
controlling receipt and 
expenditure of project funds 
(either dollars or local 
currency generated therefrom)? 

15. rY 1990 Approriations Act. 15. N/A. 
Title II. under hading 
"Agancv for International 
DevLoogmnt" If assistance 
is to be made to a United 
States PVO (other than a 
cooperative development 
organization), does it obtain 
at least 20 percent of its 
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total annual funding for 
international activities from 

sources other than the United 
States Government? 

16. FY 1990 Anuronriations Act 16. 

Sec. 537. If assistance is 
being made available to a PVO, 
has that organization provided 
upon timely request any 

document, file, or record 
necessary to the auditing 
requirements of AID, and is 
the PVC registered with AID? 

17. FY 1990 ARorooriations Act 17. 
Sec, 514. If funds are being 
obligated under an 
appropriation account to which 
they were not appropriated, 
has the President consulted 
with and obtained a written 

justification to the House and 
Senate Appropriations 
Committees and has such 
obligation been subject to 
regular notification 
procedures? 

18. State Authorization Sec. 139 18. 
(as interpreted by conference 
report). Will confirmation of 
the date of signing of the 
project agreement, including 
the amount involved, be cabled 
to State L/T and AID LEG 
within 60 days of the 

agreement's entry into force 
with respect to the United 

States, and will the full text 
of the agreement be pouched to 
those sae offices? (See 
Handbook 3, Appendix 6G for 
agreements covered by this 
provision). 

N/A
 

N/A
 

Yes, notification procedures
 
will be followed.
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19. Trade Act Sec. 5164 (as 19. N/A. 
intergreted by conference 
report),. amending Metric 
Conversion Act of 1975 Sec. 
2. Does the project use the 
metric system of measurement 
in its procurements, grants, 
and other business-related 
activities, ezcept to the 
extent that such use is 
impractical or is likely to 
cause significant 
inefficiencies or loss of 
markets to United States 
firms? Are bulk purchases 
usually to be made in metric, 
and are assembled components, 
subassemblies, and 
semi-fabricated materials to 
be specified in metric units 
when economically available 
and technically adequate7 

20. 7! 1990 A2ororiations Act,. 20. Yes. 
Title II. under heading "Women 
in Development." Will 
assistance be designed so that 
the percentage of women 
participants be demonstrably 
increased? 

21. FY 1990 Appropriations Act 21. N/A. 
Se. 9 .a). If assistance 
is furnished to a foreign 
government under arrangements 
which result in the generation 
of local currencies, has AID 
(a) required that local 
currencies be deposited in a 
separate account established 
by the recipient government, 
(b) entered into an agreement 
with that government providing 
the amount of local currencies 
to be generated and the terms 
and conditions under which the 
currencies so deposited may be 
utilized, and (c) established 
by agreement the 
responsibilities of AID and 
that government to monitor and 
account for deposits into and 
disbursements from the 
separate account? 

,Al
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Will such local currencies, or
 
an equivalent amount of local
 
currencies, be used only to
 
carrly out the purposes of the
 
DA or ESF chapters of the FAA
 
(depending on which chapter is
 
the source of the Assistance)
 

or for the administratire
 
requirements of the United
 
States Government?
 

Has 	AID taken all appropriate
 
steps to ensure that the
 
equivalent of local currencies
 
disbursed from the separate
 
account are used to the agreed
 
purposes?
 

If assistance is terminated to
 
a country, will any
 
unencumbered balances of funds
 
remaining in a separate
 
account be disposed of for
 
purposes agreed to by the
 
recipient government and the
 
United States Government?
 

B. 	FUNDING CRITERIA FOR PROJECT
 

1. 	 Development Assistance Proiect
 
Criteria
 

a. 	 FY 1990 Anorooriations Act a. N/A.
 
Sec. 546 (as interpreted
 

by conference report). If
 

assistance is for
 

agricultural development
 
activities (specifically,
 

any 	testing or breeding
 

feasibility study, variety
 
improvement or
 
introduction, consultancy,
 

publication, conference,
 

or training), are such
 

activities (a)
 
specifically and
 
principally designed to
 

increase agricultural
 

exports by the host
 
country to a country other
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than the United States, 
where the export would 
lead to direct competition 
in that third country with 
exports of a similar 
commodity grown or 
produced in the United 
States, and can the 
activities reasonably be 
expected to cause 
substantial injury to U.S. 
exporters of a similar 
agricultural commodity; or 
(b) in support in research 
that is intended primarily 
to benefit U.S producers? 

b. FAA Sec. 107. Is special b. N/A. 
emphasis placed on use of 
appropriate technology 
(defined as relatively 
smaller, coat-saving, 
labor-using technologies 
that are generally most 
appropriate for the small 
farms, small businesses, 
and small incomes of the 
poor)? 

c. FAA See. 10l(a), Describe c. The project includes a 
extent to which program 
recognizes the particular 
needs, desires, and 
capacities of the people 
of the country; utilizes 

substantial training 
component through which 
present and future policy 
makers will receive economic 
training necessary for the 

the country's intellectual formulation of sound 
resources to encourage econonic development 
institutional development; policies. 
and skills required for 
effective participation in 
governmental and political 
processes essential to 
self-government 

d. FAA Sec. 101 (a). Does 
the activity give 
reasonable promise of 
contributing to the 
development of economic 

d. Yes, the project contributes 
to development of human 
resources and to developmeut 
of economic planning 
capacity. 

resources, or to the 
increase of productive 
capacities and 
self-sustaining economic 
growth? 

A
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e. FAA Sec. 102(b), 111, 113, e. (1) The project will have an 
2iL8 1. Describe extent 
to which activity will (1) 
effectively involve the 
poor in development, by 
extending access to 
economy at local level, 
increasing labor-intensive 
production and the use of 
appropriate technology, 
dispersing investment from 
cities to small towns and 
rural areas, and insuring
wide participation of the 
poor in the benefits of 
development on a sustained 
basis, using the 
appropriate U.S. 
institutions; (2) help 
develop cooperatives, 

indirect impact on the
quality of life of the poor 
by encouraging structural 
reforms that extend access 
to the economy at the local 
level; (2) this project will 
promote private institutions 
by encouraging structural 
reforms that emphasize 
development of and open 
market economy; (3) N/A.; 
(4) this project will 
support structural reforms 
that encourage broad-based 
economic growth and 
increased employment, both 
of which benefit women as 
well as men; (5) N/A. 

especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and otherwise 
encourage democratic 
irivate and local 
governmental institutions; 
(3) support the self-help 
efforts of developing 
countries; (4) promote the 
participation of women in 
the national economies of 
developing countries and 
the improvement of women's 
status; and (5) utilize 
and encourage regional 
cooperation by developing 
countries? 

f. FAA Sec. 103, 103A. 104, f. Yes. 
105. 106. 120-211 FY ]990
Afnrooriations Act. Title 
II. under heading"Sub-SaharanAfrica. DA." 

Does the project fit the 
criteria for the source of 
funds (functional account) 
being used? 

/
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g. 	FY 1990 Appronriations 

Act. Title II. under
 
heading "Sub-Saharan
 
AfrcaDA.." Have local
 
currencies generated by
 
the sale of imports of
 
foreign exchange by the
 
government of a country in
 
Sub-Saharan Africa from 
funds appropriated under 
Sub-Saharan Africa, DA 
been deposited in a
 
special account
 
established by that
 
government, and are these 
local 	currencies available
 
only for use, in
 
accordance with an
 
agreement with the United
 
States, for development
 
activities which are
 
consistent with the policy
 
directions of Section 102
 
of the FAA and for
 
necessary administrative
 
requirements of the U.S.
 
Government?
 

h. 	FA S 1. Is special 

emphasis placed on use of
 
appropriate technology
 
(defined as relatively
 
smaller, cost-saving,
 
labor-using technologies
 
that are generally most
 
appropriate for the small
 
farms, small businesses,
 
and small incomes of the
 
poor)?
 

i. 	FAA Sec. 110. 124(d). 

Will the recipient country 


provide at least 25% of 

the 	costs of the program, 

project, or activity with 

respect to which the
 
assistance is to be
 
furnished (or is the
 
latter cost-sharing
 
requirement being waived
 
for a "relatively least
 
developed" country)?
 

g. 	 N/A. 

h. 	 N/A.
 

i. 	 No. The project will be
 
implemented through a
 

cooperative agreement and
 
does not require 25%.
 
counterpart funding.
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J. 	FAA Sec. 128(b). If the 

activity attempts to 

increase the institutional 

capabilities of private 

organizations or the 

government of the country,
 
or if it attempts to
 
stimulate scientific and
 
technological research,
 
has it been designed and
 
will it be monitored to
 
ensure that the ultimate
 
beneficiaries are the poor
 
majority?
 

k. 	FAA Sec. 281 (b). 
Describe extent to which 
program recognizes the 
particular needs, desires, 
and capacities of the 
people of the country; 
utilizes the country's 
intellectual resources to 
encourage institutional 
development; and skills 
required for effective 
participation in 
governmental and political 
processes essential to
 

self-government
 

1. 	FY 1990 ARnroriations Act, 

under heading "Population. 

DA." and Sec. 535. Are 
any of the funds to be 
used for the performance 
of abortions as a method
 
of family planning or to
 
motivate or coerce any
 
person to practice
 

abortions?
 

Are any of the funds to be
 
used to pay for the
 
performance of involuntary
 
sterilization as a method
 
of family planning or to
 
coerce or provide any
 
financial incentive to any
 
person to undergo
 
sterilizations?
 

Will funds be made
 
available only to
 
voluntary family planning
 

j. 	 Yes, the proejct has been so
 
designed and includes
 
monitoring and evaluation
 
components to assess the
 
impact of project activities.
 

k. See c. above. 

1. No. 

No. 

No.
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projects which offer,
 
either directly or through
 
referral to, or
 
information about access
 
to, a broad range of
 
family planning methods
 
and services?
 

N/A.
 
In awarding grants for
 
natural family planning,
 
will any applicant be
 
discriminated against
 
because of such
 
applicant's religious or
 
conscientious commitment
 
to offer only natural
 
family planning?
 

NO. 
Are any of the funds to be
 
used to pay for any
 
biomedical research which
 
relates, in whole or in
 
part, to methods of, or
 
the performance of,
 
abortions or involuntary
 
sterilization as a moans
 
of family planning?
 

m. FAA Sec. 601(e). Will the m. The grant will be awarded on 
project utilize a non-competitive basis,
 
competitive selection 
 based on the grantee's

procedures for the 
 singular experience in the
 
awarding of contracts, activities anticipated under
 
except where applicable the project.
 
procurement rules allow
 
otherwise?
 

n. FY 1990 Appropriations Act n. No set-asides have been
 
Sacg.57. What portion of identified but the recipient

the funds will be will be encouraged to draw
 
available only for 
 upon these sources to the
 
activities of economically extent possible.
 
and socially disadvantaged
 
enterprises, historically
 
black colleges and
 
universities, and private
 
and voluntary
 
organizations which are
 
controlled by individuals
 
who are black Americans,
 
Hispanic Americans, or
 
Native Americans, or who
 
are economically or
 
socially disadvantaged
 
(including women)?
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0. FAA Sec. 188(c). Does the 
assistance comply with the 

0. Yes. The project has no 
environmental implications. 

environmental procedures 
set forth in AID 
Regulation 16? Does the 
assistance place a high 
priority on conservation 
and sustainable management 
of tropical forests? 
Specifically, does the 
assistance, to the fullest 
extent feasible: (a) 
stress the importance of 
conserving and sustainably 
managing forest resources; 
(b) support activities 
which offer employment and 
income alternatives to 
those who otherwise would 
cause destruction and loss 
of forests, and help 
countries identify and 
implement alternatives to 
colonizing forested areas; 
(C) support training 
programs, educational 
efforts, and the 
establishment or 
strengthening of 
institutions to improve 
forest management; (d) 
help end destructive 
slash-and-burn agriculture 
by supporting stable and 
productive farming 
practices; (e) help 
conserve forests which 
have not yet been 
degraded, by helping to 
increase production on 
lands already cleared or 
degraded: (f) conserve 
forested watersheds and 
rehabilitate those which 
have been deforested; (g) 
support training, 
research, and other 
actions which lead to 
sustainable and more 
environmentally sound 
practices for timber 
harvesting, removal, and 
processing; (h) support 
research to expand 
knowledge of tropical 
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forests and identify
 
alternatives which will
 
prevent forest
 
destruction, loss, or
 
degradation; (i) conserve
 
biological diversity in
 
forest areas by supporting
 
efforts to identify,
 
establish, and maintain a
 
representative network of
 
protected tropical
 
forested ecosystems on a
 
worldwido basis, by making
 

the establishment of
 
protected, areas a
 
condition of support for
 
sctivities involving
 
forest clearance or
 
degradation, and by
 
helping to identify
 
tropical forest ecosystems
 
and species in need of
 
protection and establish
 
and maintain appropriate
 
protected areas; (j) seek
 
to increae the awareness
 
of U.S. government
 
agencies and other donors
 
of the imediate and
 
long-term value of
 
tropical forests; and (k)
 
utilize the resources and
 
abilities of all relevant
 
U.S. government agencies?
 

p. FAA Sec. 118 (c) (13). If 

the assistance will 
support a progra or 
project significantly 
affecting tropical forests 
(including projects
 
involving the planting of 
exotic plant species), 
will the program or 
project (a) be based upon 
careful analysis of the 
alternatives available to 
achieve the best 
sustainable us* of the 
land, and (b) take full 
account of the 
environmental impacts of
 
be proposed activities on
 
biological diversity?
 

14 

p. N/A.
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q. 	FAA Sec. 118(c) (14). 

Will assistance be used 

for (1) the procurement or
 
use of logging equipment,
 
unless an environmental
 
assessment indicates that
 
all 	timber harvesting
 
operations involved will
 
be conducted in an
 
environmentally sound
 
manner and that the
 
proposed activity will
 
produce positive economic
 
benefits and sustainable
 
forest manpqgment systems;
 
or (2) acttons which
 
significantly degrade
 
national parks or similar
 
protected areas which
 
contain tropical forests,
 
or introduce exotic plants
 
or animals into such areas?
 

r. 	FAA Sec. 118(c) (15). 

Will assistance be used 

for (1) activities which 

would result in the 

conversion of forest lands
 
to the rearing of
 
livestock; (2) the
 
construction, upgrading,
 
or maintenance of roads
 
(including temporary haul
 
roads for logging or other
 
attractive industries)
 
which pass through
 
relatively undegraded
 
forest lands; (3) the
 
colonisation of forest
 
lands; or (4) the
 
construction of dams or
 
other water control
 
structures which flood
 
relatively undegraded
 
forest lands, unless with
 
respect to each such
 
activity an environmental
 
assessment indicates that
 
the activity will
 
contribute significantly
 
and 	directly to improving
 
the 	livelihood of the
 
rural poor and will be
 

q. (1) No.
 
(2) No.
 

r. (1) No.
 
(2) No.
 
(3) 	No.
 
(4) No.
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conducted in an 
environmentally sound 
manner which supports 
sustainable development? 

s. FY 1990 Aonrooriations Act s. N/A. 
Slecn (a). If 
assistance relates to 
tropical forests, will 
project assist countries 
in developing a systemic 
analysis of the 
appropriate uses of their 
total forest resources, 
with the goal of 
developing a national 
program for sustainable 
forestry? 

t. Fy 1990 ARrooriations Act t. N/A. 
Sec. 534 W. If 
assistance relates to 
energy, will such 
assistance focus on 
improved energy 
efficiency, increased use 
of renewable energy 
resources, and national 
energy plans (such as 
leas-cost energy plans) 
which include investment 
in end-use efficiency and 
renewable energy resources? 

Describe and give 
conclusions as to how such 
assistance will: (1) 
increase the energy 
ezpertise of AID staff, 
(2) help to develop 
analyses of energy-sector 
actions to minimize 
emissions of greenhouse 
gases at least cost, (3) 
develop energy-sector 
plans that eumploy end-use 
analysis and other 
techniques to identify 
cost-effective actions to 
minimize reliancP on 
fossil fuels, (4) help to 
analyze fully 
environmental impacts 
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(including impact on
 
global warming), (5)
 
improve efficiency in
 
production, transmission,
 
distribution, and use of
 
energy, (6) assist in
 
exploiting nonconventional
 
renewable energy
 
resources, including wind,
 
solar, small-hydro,
 

geo-thermal, and advances
 
biomass systems, (7)
 
expand efforts to moot the
 
energy needs of the rural
 
poor, (8) encourage host
 
countries to sponsor
 
meeting with United States
 
energy efficiency experts
 
to discuss the use of
 
least-cost planning
 
techniques, (9) help to
 
develop a cadre of United
 
States exports capable of
 
providing technical
 
assistance to developing
 
countries on energy
 
issues, and (10)
 
strengthen cooperation on
 
energy issues with the
 
Department of Energy, EPA, 
World Bank, and 
Development Assistance 
Conmittee of the OECD. 

u. 	FY 1990 Annrooriationn 
Act. Title IX. under 
headina "Sub-Baharan 

Afria, D " (as
interpreted by the
 

conference report upon
 
original enactment). If
 
assistance will come from
 
the Sub-Saharan Africa DA 
account, is it (a) to be 
used to help the poor 
majority in Sub-Saharan
 
Africa through a process
 
of long-term development
 
and economic growth that
 
is equitable,
 
participatory,
 
environmentally
 
sustainable, and
 
self-reliant; (b) being
 

17 

u. N/A.
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provided in accordance
 
with the policies
 
contained in section 102
 
of the FAA; (c) being
 
provided, when consistent
 
with the objectives of
 
suca assistance, through
 
Afrl'rnn, United States and
 
othev PVOa that have
 
demo ,.. ted effectiveness
 
in thq promotion of local
 
grns33oots activities on
 
behalf of long-term
 
development in Sub-Saharan
 
Africa; (d) being used to
 
help overcome shorter-term
 
contruaints to long-term
 
deve*Aprint, to promote
 
reform of sectoral
 
economic policies, to
 
support the critical
 
sector priorities of
 
agr! ,ultural production
 
and natural resources,
 
health, voluntary family
 
planning services,
 
education, and income
 
generating opportunities,
 
to bring about appropriate
 
sectoral restructuring of
 
the Sub-Saharan African
 
economies, to support
 
reform in public
 
administration and
 
finances and to establish
 
a favorable environment
 
for individual enterprise
 
and self-sustaining
 

development, and to take
 
into account, in assisted
 
policy reforms, the need
 
to protect vulnerable
 
groups; (e) being used to
 
increase agricultural
 
production in ways that
 
protect and restore the
 
natural resource base,
 
especially food
 
production, to maintain
 
and improve basic
 
transportation and
 
communication networks, to
 
maintain and restore the
 
natural resource base in
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ways that increase 
agricultural production, 
to improve health 
conditions with special 
emphasis on meeting the 
health needs of mothers 
and children, including 
the establishment of 
self-sustaining primary 
health care systems that 
give priority to 
preventive care, to 
provide increased access 
to voluntary family 
planning services, to 
improve basic literacy and 
mathematics especially to 
those outside the formal 
educational system and to 
improve primary education, 
and to develop 
income-generating 
opportunities for the 
unemployed and 
underemployed in urban and 
:ural areas? 

v. International Develoment V. N/A. 
Act. See. 711. FAA Sec. 
!LU3. If project will 
finance a debt-for-nature 
exchange, describe how the 
exchange will support the 
protection of: (1) the 
world's oceans and 
atmosphere, (2) animal and 
plant species, and (3) 
parks and reserves; or 
describe how exchange will 
promote: (4) natural 
resource management, (5) 
local conseravation 
programs, (6) conservation 
training programs, (7) 
public comitment to 
conservation, (8) land and 
ecosystem management, and 
(9) regenerative 
approaches in farming, 
forestry, fishing, and 
watershed management. 

w. FY 1990 Aproriation Act v. N/A 
S 515. If deob/reob 
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authority is sought to be
 
exercised in the provision
 
of DA assistance, are the
 
funds being obligated for
 
the same general purpose,
 
and 	 for countries within 
the 	same region as 
originally obligated, and
 
have the House and Senate 
Appropriations Committee
 
been properly notified?
 

2. 	Development Assistance Project 2. Project is DA grant-funded 
Criteria (Loans Only) 

a. 	FAA Sec. 122(b). a. H/A.
 
Information and conclusion
 
on capacity of the country
 
to repay the loan at a
 
reasonable rate of
 
interest.
 

b. 	FAA Sec. 620(d). If b. N/A.
 
assistance is for any
 
productive enterprise
 
which will compete with
 
U.S. enterprises, is there
 
an agreement by the
 
recipient country to
 
prevent export to the U.S.
 
of more than 20 percent of
 
the 	enterprise's annual
 
production during the life
 
of tho loan, or has the
 
requirement to enter into
 
such an angreement been
 
waived by th. d;qsident
 
because of s naticnal
 
security iLIbrost'
 

c. 	FAK See. 122(b). Does the C. N/A. 
activity give reasonable
 
promise of assisting
 
long-range plans and
 
progrms designed to
 
develop economic resources
 
and increase productive
 

capacities?
 

3. 	Economic Sunort Fund Project 3. Project is DA grant-funded.
 
Criteria
 

a. 	FAA Sec. 531(a). Will a. Yes.
 
this assistance promote
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economic and political 
stability? To the mazimum 
extent feasible, is this 
assistance consistent with 
the policy directions, 
purposes, and programs of 
part I of the FAA? 

b. FAA Sec. 531(e). Will 
this assistance be used 

for military or 
paramilitary purposes? 

b. No. 

c. FAA Sec. 609. If 
commodities are to be 
granted so that sale 
proceeds will accrue to 
the recipient country, 
have Special Account 
(counterpart) arrangements 
been made? 

c. N/A. 

(14061, 14071) 
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Annex I
 
Waiver No. W-90-0089-003
 

ACTION MEMORANDUM FOR THE DIRECTOR
 

FROM: Micheal Deal, PPD
 

SUBJECT: Waiver of Competition for Policy Dialogue Support Project (518-0089)
 

DATE: May 31, 1990
 

Problem: to waive competition and to authorize a non-competitive grant award
 
to INCAE/Ecuador for the Policy Dialogue Support Project.
 

,Background:
 
The Policy Dialogue Support Project is intended to develop wide
 

understanding of and support for basic structural reforms required to sustain
 
an open economic system among political, business, labor, and military
 
leaders in Ecuador. This objective will be accomplished through AID
 
financing of: (1) seminars, workshops, publications, studies, and analyses
 
designed to promote a broad understanding of the objectives and consequences
 
of an open economy development strategy and to disseminate the results of
 
PD&S-funded macroeconomic analyses of four basic structural reforms (adoption
 
of an outward-oriented growth model, financial sector policies, minimum wage
 
and labor stability legislation, and the role of the government in the
 
economy); (2) economics t1aining for mid- and high-level public and private
 
sector leaders; (3) triining of university professors and reform of economics
 
curriculum at selected universities; and (4) seminars and dialogues among
 
statistical data users and producers.
 

To enhance the project's viability, previous successful experience in
 
these four areas is required of the organization which receives an AID grant
 
to undertake this project. An institution with a long-standing, permanent,
 
in-country presence is desireable. The use of such an institution not only
 
will take advantage of thi'organization's past.experience working with the
 
various factions of Ecuador's public and private sectors, university
 
community, and labor and military laders, but also will promote the
 
sustainability of kID's pclicy dialogue efforts by establishing a permanent
 
policy liaison between interest groups.
 

It is also necessary that the institution which organizes the above
 
seminars and training is perceived as an unbiased, independent organization
 
rather than as an advocate of a particular agenda or policy. AID's intention
 
in pursuing the Policy Dialogue Support Project is to squarely focus the
 
discussion on alleviating poverty through improving the structural
 
environment for economic growth. Maintaining this emphasis is crucial in
 
order to prevent the discussion from degenerating into ideological, regional,
 
or sectoral disputes. It follows that to achieve AID's intent of serious
 
discussion of the structural reform issues facing Ecuador, the organization
 
which receives an AID grant must have a reputation for objectivity.
 

Long-standing operations in relevant graduate and professional
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training and familiarity with Ecuadorian academic institutions, including
 
their deficiencies in the instruction of economics, are also necessary. The
 
Policy Dialogue Support project is ideally seeking an institutional
 
arrangement which will permit the project to work collaboratively with local
 
universities and be mindful of their objectives and specific needs.
 

Justification:
 

According to AID Handbook 13, Chapter 2, part 3b, "competition is not
 
required for assistance awards for which one recipient is considered to have
 
exclusive or predominant capability, based on experience, specialized

facilities or technical competence, or based on an existing relationship with
 
the cooperating country or beneficiaries." In relation to AID's Policy

Dialogue Support project, INCAE/Ecuador fulfills these criteria.
 

INCAE has been operating in Ecuador since 1970, and in Central Anerica
 
sinme 1964. Furthermore, INCAE is interested in expanding its Ecuadorian
 
ties and activities, as demonstrated by increasing numbers of Ecuadorian
 
students studying at its campus in Costa Rica, &Zd by sponsoring greater
 
numijers of professional seminars in Ecuador. IL. past and present
 
activities, experiences, and goals in both regions coincide directly with the
 
intsnded outputs of the Policy Dialogue Support project. In botd economics
 
training and development of policy seminars, INCAE has demonstrated
 
capabilities and established a track record far exceeding any similar
 
institution operating in Ecuador. In fact, INCAE's specialization during the
 
past twenty-five years has been graduate and professional level training and
 
organization of policy workshops and seminars.
 

In both Central America and Ecuador, INCAE was founded primarily as a
 
school of business administration. However, INCAE/Ecuador's goals for its
 
university and professional level training have evolved so tbt they now
 
match AID's own economics training objectives. INCAE/Ecuador''a specific
 
goals are: (1) to provide studies, investigations, sectoral analysis, and
 
dialogue to support a climate of understanding among the different sectors in
 
Ecuador; (2) to use INCAE's experience to help Ecuador's socio-economic
 
development projects, through training of Ecuadorian personnel; and, (3) 
to
 
establish support programs for the teaching of business administration and
 
economics in Ecuador's universities.
 

These objectives reflect INCAE's evolution from essentially a school
 
of business administration to an institution with a broader socio-economic
 
focus. In 1982, INCAE formally began study of the socio-economic problems of
 
the region, culminating in 1986 in the creation of the Center for Studies of
 
Politics and Applied Economics. At the same time, INCAE developed the Master
 
of Business Economics. This program focusses on: (1) analysis of the degree
 
of competition in markets and its influence on business activities; (2)

design of business strategies in light of macroeconomic policies; and, (3)
 
design and analysis of policies taking into account operative and
 
institutional restrictions that confront both the public and private sectors.
 

The types of seminars which INCAE develops and executes are precisely

the type which AID had envisioned in order to generate meaningful policy
 
dialogue. For instance, following the 1988 presidential elections,
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INCAE/Ecuador sponsored "A Program of Inter-Sectoral Dialogue" in order to
 

clearly define and address the private sector policy issues that the new
 

government would face. Participants ranged from food and coffee exporters to
 

artisans and political party members, and from the press and advertising
 

agencies to construction and industry. The willingness of such disparate and
 
INCAE's
often antagonistic factions to attend the INCAE seminar attests to 


reputation for neutrality in its presentation and discussion of issues and
 

possible agendas for change.
 
one week seminar
INCAE/Ecuador also has developed an intensive, 


Directed toward professionals
entitled the Economic Policy Analysis program. 


in the Ecuadorian industrial, business, and public sectors, the seminar
 

intends to: (1) inform the participants of macro6conomic analysis techniques
 

for the short and medium term which are applicable to economies such as
 

Ecuador's; (2) provide the participants with the opportunity to analyze rel
 
the theme; (3) analyze the
experiences and other options relevant to 


macro/uhicro relations that derive from national economic policy and evaluate
 

.its-impact on different sectors, as well as its political viability at the
 

0domestic level; (4) evaluate the social costs of adjustment and develop
 
a
techniques for negotiation with domestic interest groups; and, (5) devmlo0 


vision of the long run that permits recovery, development and growth.
 

INCAE/Ecuador thus has already embarked upon the path AID's Policy Dialogue
 

Support project intends to take. As a result, the preparational period would
 

be minimal if INCAE/Ecuador were to receive this grant, thus saving valuable
 

time and resources.
 

Authority: HB13 Chapter 2 specifies that non-competitive grant award
 

justifications be submitted to the Grant Oificer who in turn either does or
 

does not accept them. As we. expect the INCAE grant to be submitted to the
 

Director's Office for execution, you are the Grant Officer for purpose of
 

accepting this justification.
 

Recommendation: That you accept this justification in support of a
 

non-competitive grant award to INCAE/Ecuador.
 

Ac ed- Not accepted:
 

Mission Director
 

USAID/ ,cu r. USAID/Ecuador
 
ission Director 


Dat / Date
 

Clearances:
 
DDIR: SESmith 5 
RCO: JDunlap
 

(159rT)
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JUSTIFICATION FOR NATIONALITY WAIVER
 

Problem: Approval by the Mission Director is required for a nationality

waiver from AID Geographic Code 000 (U.S. only) to Code 941 (Selected Free
 
World) to permit the project to obtain the technical services of the Instituto
 
Centroamericano de Administraci6n de Empresas (INCAE).
 

Discussiont The authorized geographic code for the Policy Dialogue Support

Project (518-0089) in Ecuador is Code 000 (U.S. only). INCAS, which will
 
receive all $2.8 million of the authorized project funds, is headquartered in
 
Costa Rica, with local offices in Ecuador; the grant will be to INCAS Costa
 
Rica which is in AID Geographic Code 941. Therefore, a waiver from Code 000
 
to Code 941 is required in order to perrmit the project to obtain INCAE's
 
services. 
Under AID Handbook 1, Supplement B, Chapter 5.D.10.a., a waiver of
 
the authorized geographic code for services cannot be authorized unless one of
 
the 5 criteria for granting a waiver is met. One of these is that "no
 
suppliers from countries or areas included in the authorized code are able to
 
provide the required services". A second is "such other circumstances as are
 
determined to be critical to the achievement of project objectives".
 

On June 5, 1990, the Director of USAIP/Ecuador approved a justification

permitting USAID te award a grant to INCA! without competition. The
 
justification (Attachment 4 to the PIO/T 518-0089-3-009091 ) is based on 
the criteria in Handbook 13, Chapter 2 that "competition is not required for
 
assistance awards for which one recipient is considered to have exclusive or
 
predominant capability". In addition to the fact that INCA! has predominant

capability to carry out this policy dialogue project, USAID/Ecuador knows of
 
no organization in the United States which could carry out this project

effectively. Such an organization must be "neutral" and virtually no U.S.
 
organization could claim such. INCA!, on the other hand, is an international
 
organization with no political connections; so it clearly meets this test. In
 
addition, no U.S. organization has anywhere near the experience in Latin
 
America that INCA! has in this area, and the type of hands-on experience that
 
INCAE has is absolutely essential to project success in this case. 
 For these
 
reasons, INCA! clearly mets the AID handbook requirements previously cited.
 

Recommendation: That the USAID/Ecuador Director approve a nationality waiver
 
in the amount of $2.8 million from Code 000 to Code 941 to permit the Mission
 
to make a grant to INCAS to carry out this project.
 

Clearances:
 

RCO:JDunlap
 
D/DIR:HRKramerl )A
 

Drafted by: RLA: 0Ao' :RC -1912m) (09-10-90)
 



ANNEX XV
 

Cost Estimate, Financial Plan and Analysis
 

1. 	 Summary Description. The Policy Dialogue Support Project will be 
implemented over a period of four fiscal years at an estimated cost of 
US$3,600,000 (See Table 1). This includes total AID grant financing of 
$2,800,000 (78%) and $800,000 (22%) of counterpart funding to be provided
from ESF local currency generations. 

The Instituto Centraoamericano de Administraci6n de Empresas (INCAE) will 
be responsible for inplementing the project with the assistance of an 
AID-contracted Economist. 

2. 	 Required Financing. Total required financing by source currency, and 
major line items is summarized on Table 3. AID resources are budgeted at 
$2,800 million for U.S. dollar costs and a counterpart contribution of
 
$800,000 dollars for local currency (sucre) costs from ESF activities.
 

The total AID contribution will be comprised of $1.75 million from the 
educational and human resources (EHR) account and $1.05 million fran the 
private sector, energy and environment (PSEE) funds, and will be obligated
in the following fiscal years: 

FY-90 $2,196
 
FY-91 $ 604
 

3. 	 Projection of Expenditures. Table I presents detailed projected 
expenditures by fiscal year, source of funding, major budget elements, and 
dollar versus local currency. A summary of Table 1 is as follows: 

PRaJEIED EXPEDITURES BY FISCAL YEAR 

($000) 

FISCAL YEAR AMD INCAE (ESF) MIUAL 

FY 1991 775 254 1,029
 
FY 1992 762 223 985
 
FY 1993 690 162 852
 
FY 1994 573 161 734
 

TOMAL 2,800 800 3,600 

4. 	 Methods of Implementation and Financing. The following chart provides the 
methods of implementation and financing to be employed for the $2.8 
million AID contribution, segregated by major budget elements. With the 
exception of evaluation and the employment of an economist , all project 
activities will be financed through periodic AID advances required to meet 
immediate cash requirements (up to 90 days). 



Method of Implementation 

1. 	 P 

a. 	 Implementing Agency Direct 
Implementation, local costs 
and foreign exchange 

Z. 	 TRAINING 

a. Implementing Agency Direct 
Implementation, local costs 

and foreign exchange 

3. 	C44MODITIES 

a. Implementing Agency Direct 
procurement, local costs 

4. 	 OTHER COSTS 

a. 	 Implementing Agency Direct 
implementation, local costs 

5. 	 OVERHEAD 

a. 	 Implementing Agency Direct 
implementation, local costs 

6. 	 EVALUATIcN &AUDITS 

a. 	 Direct AID Instit. 
for project evaluations 

b. 	 Implementing Agency Host 
Country Contract 

7. 	 PROJECTV ECONmIST 

a. 	Direct AID Instit. 
Contract. 


TOTAL 


-2-

Method of Financing 

Advance/Direct 
Reimbursement 

Advance/Direct
 
Reimbursement 

Advance/Direct 
Reimbursement 

Advance/Direct 
Reimbursement 

Advance/Direct 
Reimbursement 

Direct Payment 

Advance/Direct
 
Reimbursement 


Direct Payment 


Approx. Amount 
(US$000) 

1,039 

743 

34 

95 

389 

50 

26 

424
 

2,800
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INCAE will contract direct for commodity procurement and the independent

audit firms to perform annual financial campliance audits only. With
 
respect to the commodities, INCAE has amply demonstrated its capacity to
 procure utilizing sound business practice, and in compliance with AID

requirements the institution has successfully implemented other AID funded

activities involving procurement. For audit work the Mission will assist
in preparing the audit scopes of work, and will closely monitor the
 
corresponding contracting process, and completion of work to ensure
 
compliance with GAO and AID standars. 

5. Financial Sustainability. Funds reflected in the counterpart budget will
be provided from ESF local currency generations and will support a part of

the training, cammodities , other and overhead costs. By wy of
 
complementary counterpart funding, the following funds are expected:
 

$200,000 Ecuadorian Institutions participating
in the project (per diem, travel 
expenses, organizational costs) 

$ 20,000 By use of participant 
institutions meetings rooms. 

- $ 30,000 Through joint sponsorship of worshops. 

$ 15,000 By Universities participating in the 
project. 

- $100,000 By other International Organizations 

AID funding supports upfront costs of INCAE's efforts to establish a
 process and a mechanism for informed macroeconomic policy dialogue and
discussion through four camponents: Policy Dialogue, Leader Training in

Economics, University Training in Economics and Data Generation andAnalysis, including personnel costs, training costs, commodity costs,

other costs and overhead costs.
 

6. Disbursement Procedures. Annual budgets shown in Table 1 will serve as a

basis for the estimates of projected expenditures and will be used to
 support request for 90-day advances. As provided in section 2.4 "Methods

of Implementation and Financing", most er,,;enditures will involve host

country reimbursement. Project EconamisL component, and project
evaluation will require direct payment by AID.
 

7. Audit Coverage. 
A total of $26,000 dollars in AID funds are budgeted for

annual financial and compliance audits to be performed by a local based

U.S. affiliated audit firm. Past experience has shown the quality of

these local independent audit firms based in Costi Rica and Ecuador to be
 
very acceptable.
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INCAE will contract these audits directly and will provide the Mission 
with both the draft and final audit reports, as well as its plans for
addressing any corresponding recommendations. The Mission will actively
monitor INCAE compliance with the AID requirement for annual audits, as 
well as its efforts to resolve audit related issues. 

(1169C) 
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ENVIRONMENTAL DETERMINATION
 

Project Location: Ecuador
 

Project Title: 
 Policy Dialogue Support
 

Funding: 
 FY 1990 Grant $2,196,000
 
LOP Grant $2,400,000
 

Life of Project: 4 years
 

Prepared by: 
 Michael Deal, Program and
 
Project Development Officer
 

Prolect Goal and Purpose: The project goal is to improve

income distribution and productive employment opportunities

through broad-based, self-sustaining growth. The project

purpose is to establish a process and a mechanism for informed
macroeconomic policy dialogue and discussion, based on the

knowledge, analysis, implications and advantages of outward and

market oriented policy reform in the medium to 
long term.
 

Proiect DescriDtion: The-project consists of four components:

policy dialogue, leader training in economics, university

training in economics, and data generation and analysis. Under
the policy dialogue component, the following activities are
expected: 
 studies, analyses, and networking; macroeconomic and

public policy seminars; and an economics journal. Under the
second component, leader training in economics, the following

activities are expected: economics education seminar;

short-term economics workshops; private sector economics

seminar; and an intensive economics educations seminar. Within

the third component, university training in economics, the

subjects of seminars and workshops will include curriculum

reform, teaching methodology, and content area. The data
 
generation and analysis component will include seminars and

workshops designed to improve the technical abilities of data
 
producers and to increase cooperation among and between data
 
producers and users.
 

Recommended Environmental Threshold Decisions
 

The AID-financed activities in this Project correspond to the
class of actions set forth in Section 216.2(c)(2)(i) and (iii),
which are not subject to the General Procedures for further
 
environmental analyses set forth in Sections 216.3 of AID's

Environmental Procedures. Consequently, an Initial

Environmental Examination is not required for the project.
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Concurrence of the Mission Director: I have reviewed the above
 
statement and concur in the determination that the "Policy

Dialogue Support Project" does not require an Initial
 
Environmental Examination.
 

Charles E. Costello
 
Director J
 

USAID/Ek ad r 

Clearances: HClark:ANRQC'P" .4 )qJ 1~.f?HRKraze fDIR 

Drafted by: PPD: M I.:RC (2067m)
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Agency for International Development
 
Washington, D.C. 20523
 

LAC-IEE-91-23
 

ENVIRONMENTAL THRESHOLD DECISION
 

Project Location 
 Ecuador
 

Project Title 
 : Policy Dialogue Support
 
Project Number 
 : 518-0089
 

Funding 
 $2.8 million
 

Life of Project 
 4 years
 

IEE Prepared b 
 Michael Deal, P/PDO
 
USAID/Ecuador
 

Recommended Threshold Decision 
 : Categorical Exclusion
 

Bureau Threshold Decision 
 , Concur with Recommendation 

Comments 
 : None
 

Copy to 
 : Ch'arles Costello, Director
 
USAID/Ecuador
 

Copy to 
 : Michael Deal, USAID/Ecuador
 

Copy to 
 : Howard Clark, REA/SA
 

Copy to 
 : Eugene Rauch, LAC/DR/SA
 

Copy to 
 : IEE File
 

e df--w~o. .Date MR-A 1991 
John 0. Wilson
 
Deputy Chief Environmental Officer

Bureau for Latin America
 

and the Caribbean
 


