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ACTION PLAN
FY 96-97

X. INTRODUCTION

A. Btrateqy Overview

fcuador remains one of the least developed counties in South
America. Despite some recent improvements in economic growth the
country has experienced over a decade long recession since the
early 1980s. Due to inadequate economic policies during the 1980s,
per capita GNP growth was negative and real wages decreased by 60
percent. Income distribution is one of the worst in the LAC
region. These problems are compounded by a high population growth
rate, poor health conditions, large scale rural and urban poverty,
and a recent border conflict with Peru. Democratic institutions
remain fragile and ineffective in dealing with some of the
country's most critical problems. Ecuador's growing environmental
degradation has attracted international attention.

The challenge for Ecuador in this decade is to continue and
accelerate the reform momentum begun in the early 1990s under the
Sixto Duran-Ballén Administration and further deepen it when a
newly elected GOE assumes office in August 1996. Much has already
been accomplished--but much is left to be done. Slowly, and at
t.imes hesitantly, a fundamental shift in outlook is taking place in
Ecuadorian society. A study in contrast, this county is blessed
with abundant natural resources, a vigorous private sector, and
cdemocratically-elected leadership that 1led Latin America's
transition to democracy in the late 1970's. Yet the political
process is highly fragmented, some elites and middle class groups
continue to capture many of the benefits of development, and
entrenched interests of every type combine to resist change. The
net result is a country attempting to break the stranglehold of the
past and commit itself to a course of modernization and more
equitable growth for the future. It is in the interest of the
United States that Ecuador take that course.

The country needs to redirect its historic dependence on its small
declining oil reserves and other traditional exports and to reverse
the impact of a paternalistic philosophy of government and the
remnants of an import-substitution/mercantilist model of
development. The overwhelming poverty and alienation that persist
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in the rural countryside and urban "barrios" must be better
addressed with specific actions that more effectively benefit poor
pecple. The fragile institutions that underpin democracy must be
strengthened in order to ensure continued political stability.
Environmental protection policies and strategies need to be more
forcefully implemented. These are urgent matters. for Ecuador;
public frustration has been growing over declining living standards
and what is perceived as the limited ability of democratic
government to more quickly promote econocmic growth, modernization
and reform. The current border conflict with Peru may further
frustrate Ecuador's ability to achieve sustainable development and
fully participate in the Hemispheric Partnership announced at the
Summit of the Americas.

The USAID program is helping Ecuador better address these problems
by supporting the Strategic Objectives (S0Os) outlined below. This
Action Plan proposes that USAID continue this effort by providing
$14.8 million in LAC/Global funding in FY 96 and $15.6 million in
FY 97. These resources will support Ecuadorian actions to achieve
critical objectives contained in the Summit of the Americas Action
Plan and better prepare the country for full participation in a new
hemispheric free trade zone by the year 2005. The results expected
from our assistance by the end of this decade are outlined below in
Section E.

The SOs being supported by the USAID/Ecuador program are as
follows:

. Increase sustainable sconomic growth for a broad-base of the population;

. Reduce levels of infant mortality and fertility to levels which are
commensurate with sustainable development;

. I-provi responsiveness of selected democratic institutions with greater
citixen participation; and,

] Promote the sustainable use of natural resources, conservation of
biodiversity and the control of pollution.

These SOs are fully consistent with USAID's Strategic Goals as
contained in Strategies for Sustajinable Development of encouraging
broad-based economic growth, stabilizing world population, and
protecting human health, building democracy and protecting the
environment. Furthermore, they are responsive to the LAC Bureau's
Strateqic Role_of U.S. Assistance in the Americas. As described
below, the proposed program is a vital instrument for implementing
the Summit of the ericas Acti an and for achieving U.S.
foreign policy objectives in Ecuador. These objectives are
contained in the U.S. Mission Program Plan (MPP) and include
strengthening Ecuadorian democracy, supporting anti-narcotics
activities, promoting economic growth and protecting the
environment.



The USAID/Ecuador program directly supports the LAC Strategy and
the Action Plan of the Summit of the Americas in the following SO
areas:

Sustainable Economic Growth: To achieve higher economic growth for
a broad-base of the Ecuadorian population, USAID is assisting the
country to adopt and implement new social and economic reforms and
modernization actions. This is implemented through the Mission's
ongoing Policy Dialogue and Implementation Project (PDI)} that
provides assistance to the Fundacion Ecuador, the Central American
Institute for Business Administration (INCAE), other NGOs and the
GOE to promote, advocate, and implement key policy reforms needed
o support sustainable development. Among the reforms being
supported are structural and policy changes in the social sectors
(education, health, social security, housing) so that Ecuador can
better address its serious poverty problems. In the economic areas
actions have been supported that promote capital market reforms,
privatization, financial sector 1liberalization, intellectual
property rights, tariff reform and free trade agreements and NAFTA
accession among others. From 1995~-98 this Project will directly
help Ecuador achieve objectives contained in the Summit Action Plan
and LAC Strategy.

Another important initiative of the Summit and LAC Strategy is
expanded assistance to microenterprises. 1In FY 95, with Accion
International, USAID assistance is being provided to establish a
private Microenterprise Financiera modeled after BancoSol in
Bolivia. In FY 96, new USAID assistance will expand training for
Ecuadorians who can implement selected policy and program changes
recommended in the Summit Action Plan and LAC Strategy.

Family Planning and Basjc Health Services: USAID's ongoing family
planning program is achieving dramatic results increasing
contraceptive prevalence and lowering Ecuador's high population
growth rate. With USAID support local NGOs such as the Association
of Family Well~-Being (APROFE} and the Medical Center for Family
Flanning (CEMOPLAF) are expanding access to family planning
services especially among indigenous and other hard-to-reach
groups. These NGOs are gradually moving toward financial self-
sufficiency. New USAID funding will be provided in the period FY
1997-2000. As a result, it is expected that both CEMOPLAF and
APROFE will reach full financial self-sufficiency by the year 2000
and successfully graduate from USAID assistance. A third NGO, the
Center for Population Studies (CEPAR), lobbies for 1mproved family
planning and population policies and is broadening its activities
to include promoting improved health policies.

To increase access to basic health services, USAID's Child Survival
II Project is providing assistance to the Ministry of Health, CARE
and Ecuadorian NGOs to expand primary health services through
community-based groups, municipalities and private entities and to
improve health sector pelicies. These include better targeting of
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public health expenditures to the poorest and most wvulnerable
groups, decentralization of services, cost recovery, increasing NGO
and private sector participation in the health delivery system and
rationalizing public/private sector roles. This Project will be
implemented throughout the 1990s and directly supports the basic
health objectives contained in the Summit Action Plan and the LAC
Strategy.

' Strengthening Democracy: The Summit and LAC Strategy call for a
series of actions to strengthen the rule of law, improve criminal
law procedures and due process, promote human rights and good
governance,. combat corruption and strengthen civil society and
NGOs. ©USAID's ongoing Justice Sector Reform Project has helped
Ecuador initiate its first judicial reform efforts and begin a
process of improving its administration of justice. These are
implemented through a Justice Sector Working Group and an NGO
"think tank" and advocacy group, the Corporacion Latinoamericana de
Desarrollo (CLD). This program has assisted the preparation of new
laws to reform the judicial process, supported a CLD anti-
corruption campaign in the justice sector, developed a system for
tracking thousands of unsentenced prisoners in Ecuadorian jails and
developed the strategic framework for major assistance from World
Bank and IDB. To further accelerate and deepen this reform
momentum a new Justice Sector Project is planned for FY 96.

USAID training assistance is also provided to develop democratic
leadership skills. Continued central funding has been requested to
support anti-corruption activities, open a dialogue on civil
military affairs and develop a joint planning process with the G
Bureau's Democracy Center. Finally, most USAID assistance is
channeled through Ecuadorian NGOs that strengthen civil society,
promote greater democratic pluralism and empower citizens to more
fully participate in the develcpment of their country. These
actions are vital for achieving Summit and LAC Strategy Objectives.

Environmental Protection: The Summit Action Plan and LAC Strategy
call for major initiatives in environmental and biodiversity
protection, natural resources conservation, and urban-industrial
pollution prevention. USAID's environmental activities are
oriented to improving environmental and natural resources
protection policies, demonstrating more effective resource
management practices in 1local communities, and pioneering
techniques for addressing urban-industrial pollution. A new FY 97
Environmental Project will be initiated to continue these efforts
into the 21st Century.

USAID helped the GOE organize a high level Presidential Advisory
Commission (CAAM) to develop a comprehensive Environmental Action
Plan that will be debated by a National Environmental Congress
later this year. VUSAID assistance to environmental NGO "think
tanks" has supported the development and dissemination of major
analyses of Ecuador's environmental degradation and weaknesses in
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policy implementation. Through USAID agreements with CARE and The
Nature Conservancy a major project (SUBIR) is being implemented to
develop community-based models for sustainable uses of natural
resources especially in buffer zones needed to protect national
parks. Assistance to Fundacion NATURA, the Charles Darwin
Foundation on the Galapagos Islands and to other NGOs is helping
better manage national parks. Together with the Global Bureau's
Environmental Center, USAID is developing a local NGO--the OIKOS
Corporation-- as a highly innovative mechanism for addressing
urban-industrial pollution by transferring new prevention
technologies to industrial enterprises, Chambers of Industries and
municipal governments. USAID is also requesting continued Global
Bureau technical assistance to help Ecuador establish a Petroleunm
Clean~up Fund modeled after similar 1n1t1at1ves implemented by U.S.
States such as Oklahoma and Texas.

Cther Activities: USAID is the USG's coordinating agency for
disaster relief and preparedness in a country that has at least one
major disaster every five years. In 1993, $2.0 million in USG
assistance was provided to support the Ecuadorian response to the
Faute landslides. In 1994, USAID was called upcn to assess
wildfire emergencies on the Galapagos Islands and to manage
disaster preparedness activities. In addition, the Regional
Housing and Urban Development Office (RHUDO) 1located in Quito
provides assistance to Ecuador in housing and infrastructure
financing and policy reform, strengthening local governments,
privatizing municipal services and improving the urban environment.
USAID also has helped the GOE finance its Emergency Social
Investment Fund (FISE) with ESF and PL-480 Title II 1local
currencies to help cushion the impact of economic reforms on the
poorest and most vulnerable groups.

The S0s contained in our FY 96-97 Action Plan respond directly to
the current context for development assistance in Ecuador. The
Mission program looks ahead to the end of the century with results
expected by the year 2000 (see Section I.E. below) and places
greatest emphasis on creating an "enabling environmental" for a
modern democratic state and a healthy growing economy with benefits
widely distributed. Our program builds on the considerable
successes of past USAID activities in Ecuador, working primarily
with non-governmental organizations (NGOs) so they can: (1) play an
advocacy role vis-a=-vis the public sector and generate greater
public support and understanding for much needed social, economic
and democratic reforms; and (2) increase coverage of services for
low income groups in vital areas such as family planning, primary
health and child survival, microenterprise development, housing,
environmental protection and training. In the public sector, USAID
assistance strengthens GOE capacity to respond to the growing
public demand to accelerate the reform process and make it more
responsive to the basic needs of low income groups.



The Mission has successfully piocneered approaches to supporting
NGOs that promote greater awareness among Ecuadorians of critical
development problems and develop a consensus for reform in the
country. USAID has a long history of assisting local NGOs to
expand coverage and access to key social services. More than any
other donor, USAID emphasizes 1local participation in the
development process by supporting non-governmental groups. Through
a combination of activities (service delivery, policy analysis and
advocacy, training, workshops, seminars, publications) USAID-
assisted NGOs are playing lead roles, raising public awareness and
stimulating debate, advocating reform, promoting policies for
sustainable development and providing services to unserved
populations. In turn, these pioneering efforts prepare the
groundwork and increase the absorptive capacity so that other
donors can more quickly develop and implement <their larger
programs. USAID/Ecuador's FY 96-97 program builds on these
successful partnerships, strengthening and empowering local
organizations to play a more effective role in the future of their
country, thereby further strengthening Ecuadorian democracy,
pluralism and c¢ivil society.

In addition, USAID works in close coordination with larger donors
such as IDB and World Bank which concentrate their assistance in
the public sector. We fill important gaps not covered by other
donors, pioneer program frameworks that attract 1larger donor
funding, and help Ecuador better and more quickly utilize other
donor resources. For example, this strateqgy helped Ecuador
establish its Emergency Social Investment Fund (FISE) that has
already mobilized over $100 million in donor funding. USAID
support promoted the GOEs National Modernization/Privatization
Commission (CONAM) and established the program framework for large
IDB financial and agricultural sector loans, and World Bank
structural adjustment and agricultural modernization programs.

USAID is playing a similar leadership role in helping Ecuador
reform its health, education, and social security policies and
better prepare a policy-based program for larger donor funding. A
comprehensive social reform agenda is being supported by INCAE,
Fundacion Ecuador and other NGOs using USAID funding. A
Presidential Environmental Commission (CAAM) was made operational
with USAID support and has mobilized other donor assistance. Under
the USAID Justice Sector Project, the GOE has been able to develop
a justice sector strategy that is leading to projects with World
Bank and IDB.

B. Current Trends

From August 1992, when the Sixto Duran-Ballén Government assumed
office, to December 1994, Ecuador made substantial progress
implementing historic economic and some social reforms. As a
result, the economy was well positioned for a 4-5 percent growth
rate in 1995--one of the highest in the past fifteen years.
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However, in January-March 1995 this progress was threatened by an
unexpected border conflict with Peru. While the full impact of
this conflict on the Ecuadorian economy is still unfolding, it is
clear that resources have had to be diverted away from economic and
social development. The strong recovery expected in 1995-96 could
be dampened as a result of the conflict.

Already the GOE's Economic Team has scaled back its projected 1995
economic growth rate to 3-4 percent and some private analysts
believe that Ecuador will be fortunate to achieve a 2-3 percent
growth rate. Recovering from the border conflict, and rebuilding
the reform momentum of 1992-94, will be a major challenge for
Ecuador and the international donors as this country approaches
national elections in May 1996.

This is particularly unfortunate because in 1992-94 Ecuador made
substantial progress stabilizing its economy, renegotiating its
external debt and initiating structural reforms. As a result, GDP
grew at 4 percent during 1994 almost double the rate of population
growth. The inflation rate was reduced from over 50 percent during
the 1989/92 period to less than 25 percent in 19924. The fiscal
deficit has been slashed from 7 percent of GDP in 1992 to 0.1
percent in 1994. Net international reserves have increased from
$224 million in 1992 to $1.3 billion. A historic commercial bank
debt agreement has been finalized and is still being implemented
despite the border conflict.

Major progress was also made on structural reforms with significant
new legislation being passed in such areas as tariff and custom
reforms, capital markets, financial sector 1liberalization,
facilitation of exports and foreign investment, hydrocarbon
reforms, improvements in agricultural land tenure, and
privatization and modernization of the state. Government
‘employment has been reduced by over 30,000 and state-owned
enterprises worth $150 million have been privatized. Intellectual
Property Rights (IPR) and Bilateral Investment Treaty (BIT)
agreements were signed with the USG. Eligibility for the Andean
Trade Preference Act was achieved, free trade agreements with other
Andean Countries were implemented and Ecuador is nearing approval
for GATT accession. Finally, an IMF Standby was signed, three
large IDB policy-based sector loans were approved, a World Bank
Structural Adjustment Program was finalized and the GOE
successfully mobilized over $600 million in new donor funding.

However, this substantial progress is being eroded by the border
conflict. The external shock on Ecuador's small open economy is
reducing private investment and econcmic growth. The Economic Team
has taken firm and decisive fiscal and monetary measures. The GOE
has slashed non-military public sector expenditures and raised
domestic interest rates to protect the exchange rate and reduce
~capital flight. New legislation to pay for the war has been
approved by raising taxes on all automobiles and Congress is

7



discussing a draft law that would eliminate exemptions in the VAT.
The 1995 target for inflation has been increased from 17 to 21
percent, the exchange rate depreciation adjusted upward from 12 to
16 percent and economic growth rate reduced to 3-4 percent.
Depending on the course of the border conflict, further adjustments
may be necessary. '

As a result, the main sources of economic growth--construction,
commerce, tourism, industry--are stalled. Moreover, the GOEs
Economic Program is seriously being affected. Excessively high
interest rates that prevent capital flight are dampening economic
activity and postponing new investments. The border conflict has
delayed Congressional action needed to privatize the
telecommunications and electrical sectors and overhaul the social
security systen. While the GOE is cutting back in public sector
investment, the border conflict could generate pressure on the
fiscal deficit and reduce economic growth and employment.

On the positive side, the border conflict and the prospects of
negotiating a permanent peace with Peru after more than 50 years of
intermittent border hostilities has unified Ecuadorian society like
no other event in recent history. Numerous political protests
_against GOE privatization and modernization reforms have been

suspended. The unending cycle of disruptive ministerial
impeachments by opposition political parties has ended at least for
now. A new nationalistic fervor has produced greater public
willingness to consider and pay taxes, to make other sacrifices for
the national interest, and to accept the Rio Protocol and final
demarcation of the Ecuador-Peru border. There also appears greater
willingness to accept new modernization and development measures.
The Sixto Duran Balleén government has gained renewed credibility
that some observers believe could open a reformist window of
opportunity prior to the May 1996 national elections. If this .
analysis proves correct, despite its negative impact on the economy
in 1995, the border conflict and prospects for a permanent peace
could in fact encourage Ecuador to accelerate its reform and
modernization process much like national crises have done in other
countries (e.g. Chile, Bolivia, El Salvador).

Nevertheless, the extreme prevalence of poverty in Ecuador as
revealed in a wide variety of studies makes the border conflict
particularly tragic. All of these studies estimate that between 50
and 60 percent of the Ecuadorian population falls under the poverty
line. One USAID study estimated that 20 to 25 percent of
Ecuadorians live in "critical poverty" without enough income to
purchase even a minimally nutritious diet, and that another 25 to
35 percent are in "relative poverty" with income for basic food but
not enough to meet other basic necessities. A second study by the
UN indicated that 50 percent of the population falls within one of
four groups--structurally poor, impoverished poor, transitional
poor or income poor.



A UNICEF study looking at income distribution in Ecuador concluded
that 42 percent of the population had an annual income per capita
of about $500 or less in 1990. This is roughly comparable with low
income African countries with income per capita in the range of
$450 to $550--Djibouti, Sudan and Angola. In addition, real wages
decreased by 60 percent between 1980 and 1992 although some
improvements were achieved in 1993-94 as a result of declining
Lnflatlon, modest increases in economic growth and major statutory
increases in the minimum wage.

The accumulated housing deficit in Ecuador, due to new family
formation and replacement of deteriorated housing, is projected to
be one million units. One of the biggest impediments to satisfying
the tremendous demand for housing has been misdirected government
intervention, particularly in the area of mortgage financing. The
GOE, with USAID assistance, is working on creating the conditions
necessary to encourage the formation of viable systems which
mobilize local resources and channel them to housing needs.

While significant success has been achieved in reducing overall
rates of population growth, fertility and mortality, important gaps
remain, particularly in urban marginal and rural areas. A national
survey indicated that the prevalence of chronic malnutrition among
children under five was 55 percent. In most of rural Ecuador,
diarrheal disease and acute respiratory infections are still the
number one cause of mortality for children under age five; a large
proportion of women still do not have access to adequate prenatal
care and an equally large percentage do not have safe and
institutionalized deliveries. Likewise, there is a significant gap
between those women who do not want to have any additional children
and those women who are currently using a method of safe,
efficacious contraception. Many women are still hampered by lack
of adequate information regarding contraceptive methods, and an
equal number have restricted access to family planning clinics and
centers.

Water and sanitation indicators also show poor coverage
particularly in rural areas. Although coverage is higher in urban
areas, urban growth has outstripped the ability of public
investment to keep pace with overwhelming increase in demand for
services and infrastructure. As a result, even urban coverage
levels are decreasing. Secondary cities have not been able to keep
pace with urban growth. The percentage of families without potable
drinking water is now more than twice as high in small rural towns
with 25,000 to 50,000 inhabitants than in Quito and Guayaquil.
Gaps in water and sanitation services tend to mirror the poverty
contours of the country: two thirds of those not covered by water
or sanitation services belong to the lowest-income groups.

The World Bank is finalizing a major Poverty Assessment of Ecuador
‘that should be issued later in 1995 and its living standards
measurement survey will be up-dated yearly through 1997.
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Preliminary findings show that many social programs often do not
reach the poor. Only about one-third of the population is reached
by public health programs, one half is not covered by other public
or private health services, one-fourth of the population lacks
access to potable water and one-third lacks household sanitation.

Ongoing World Bank/UNDP studies concluded that poverty should be
measured by including deterioritation of health and malnutrition
rates, rising unemployment and underemployment and trends in
government social expenditures. Surveys revealed that over 40
percent of the families questioned had a caloric intake lower than
the minimum accepted by international standards. Central
government social expenditures (e.g. education and health) which
accounted for about 36 percent of total GOE expenditures in 1981,
were down to 33 percent in 1988, 32 percent in 1992 and a low of 25
percent in 1994. These declines are attributed to stabilization
programs in the 1980s which cut back social spending. In addition
to declining resources, social sector development has been
exacerbated by poor targeting, over-centralization of programs,
inadequate management and cost recovery practices, underutilization
of NGOs and private delivery systems, and corruption and
mismanagement of resources.

World Bank/UNDP reports find that most GOE social development and
compensatory measures aimed dt the poor have proven to be
ineffective and inefficient. "They were neither targeted at the
neediest households nor did they operate through market
mechanisms". The one exception cited by these reports is the GOEs
Emergency Social Investment Fund (FISE) established with USAID
funding that has proven to be a highly effective and efficient
means of better targeting social expenditures to the neediest
population.

In any way it is measured, poverty in Ecuador is critical. The
country is one of the poorest in Latin America and improving
conditions for the poor is a major challenge. Furthermore, the
country lacks a cohesive, well articulated social policy that
identifies priorities and allocates resources accordingly. The
"social front" at the Cabinet level has suffered from fragmentation
along with inadequate leadership and planning throughout four
successive presidential administrations.

In addition to the challenge of alleviating what the World Bank
calls "chronic and pervasive" poverty, Ecuador faces the challenge
of deepening the roots of democracy and strengthening the
institutions that support it. Though successive governments have
been elected in "free and fair" elections (Freedom House 1993)
since the end of the last dictatorship in 1979, political and
judicial systems remain fragmented, corrupt and unresponsive to
large segments of the population. Strengthening democracy is an
important priority for the entire U.S. mission in Ecuador. It is
seen as central to achievement of all other U.S. foreign policy
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objectives here. Democracy is fragile in Ecuador. The judicial
system is slow, inefficient, and perceived to be skewed in favor of
the economically and socially advantaged. Some Ecuadorians are
impatient with the growing pains of a young democracy and long for
the perhaps falsely remembered past when order and direction were
provided by military dictators.

While improving the responsiveness and transparency of the justice
system and political process in Ecuador is a long-term effort,
there are positive signs of commitment and will. Recent
constitutional and judicial reforms and legislative action, as well
as a new willingness to discuss more openly issues such as
corruption, are signs of a growing momentum for reform. USAID
supported public and private groups are actively working to raise
national awareness of the need for change in the way justice is
delivered and to accelerate adoption and implementation of
additional reforms.

Finally, Ecuador faces an urgent challenge of protecting its
environment. For too long the country's economic growth and
development strategies have been based on activities that are
highly extractive and "resource mining" in nature. Ecuador is one
of the world's richest sources of biodiversity. Unfortunately,
current policies and related consumption patterns are threatening
these resources, human health, and the country's long-run econonmic
sustainability. Certain o0il exploration and development
activities, Amazonian migration, 1logging, mineral development,
shrimp farming, pesticide contamination and urban-industrial
pollution are contributing to alarming rates of 1loss of
biodiversity and environmental degradation. Inadequate policies
toward agricultural pricing, water subsidization, colonization,
park protection, land tenure and titling all contribute to resource
degradation. Urban pollution is a growing health hazard.

USAID assisted NGOs have been active in advocating greater public
and private actions for better protecting the country's environment
and biodiversity. Some of these NGOs are Latin American leaders
implementing environmental education programs and raising public
consciousness about the country's environmental degradation. These
efforts have been further accentuated by recent international
attention that has focused on the threat to Ecuador's tropical
rainforest by o0il development and the potential 1loss of
biodiversity of worldwide importance located in the Galapagos
Islands and other regions of the country. However, the GOE with
assistance from USAID, other donors and international NGOs has
taken important steps to address these issues with the
establishment of a high level Presidential Commission on the
Environment (CAAM) that is finalizing the country's first
environmental action plan for public debate and Congressional
ratification. The challenge for Ecuador and donors in the 1990s is
to channel public awareness about environmental problems into
improved GOE policy implementation, and into the creation of
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greater market-based incentives to encourage private enterprise to
implement improved measures to protect the environment.

C. Mission Program Performance

This Action Plan marks a continuation of USAID/Ecuador's strategic
planning process. Even before current USAID reengineering
initiatives, this Mission began to concentrate its resources in a
few selected areas of priority program activity and to increase
management accountability for program results. A Mission Program
Performance Assessment System (PPAS) has been in place and was
further refined this year with the completion of Monitoring and
Evaluation Plans for Strategic Objectives (SOs) One and Three. As
further discussed below, SO teams including Mission staff and
partner counterparts manage and coordinate the Strategic Objective
framework and policy dialogue activities. Mission reporting and
management systems, especially the Semi-Annual Review, are fully
integrated into the strategic planning process. It was this
process, with its increased focus on managing for results, that
helped Ecuador produce the following significant accomplishments,
both at the policy and the "impact on people" level.

8trategic Objective 1 (Bustainable Economic Growth)

* MNajor progress wazx made in 1994 stabilizing the Ecuadorian economy,
reducing the fiscal deficit and inflation, mnegotiating a historic
commercial debt agreement, initiating major structural reforms and
achieving a 4 percent growth rate.

] The GOE expanded its Emergency Social Investment Fund (FISE) and initiated
an important process for developing a comprehensive social policy reform
agenda that can better address the country's serious poverty problems.
This agenda includes structural reforms in education, health, social
security, housing and social welfare that can better target resources to
the poorest and most vulnerable groups.

L New initiatives were begun to expand credit for microenterprises and
develop new microenterprise financing mechanisms.

* GOE progress was made in privatizing several state-owned enterprises in
cement, sugar and wood industries, privatizing some public services
through concessions and implementing capital market reforms and public
sector modernization actions.

* Ecuador is near final approval for GATIT accession, free trade agressents
were signed with other Andean countries and further progress was made on
price liberalization and measures to reduce governmental controls and
regulations.

4 The Non-Traditional Exports (NTE) Projects created 60,000 new jobs. They
assisted 2,000 pew low-income producers, 65 percent of which are women.

¢ A private sector second-story mortgage bank was created that when made

operational can enable rapid capital mobilization for housing finance with
private capital from 21 financial institutions.
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Btrategic Objective 2 (Population and Health)

L

¢

Total fertility rate has dropped from 3.8 in 1989 to 3.6 in 1994.
Infant mortality rate has dropped from 53 in 1989 to 40 in 1994.

The two largest family planning NGOs have increased their level of cost
recovery from 30 percent in 1989 to 62 percent in 1994.

Contraceptive prevalence rate has increased from 52.9 percent in 1989 to
56.8 percent in 1994.

Prevalence of diarrheal disease has declined from 25 percent in 1989 to
19.2 percent in 1994.

Assistance to Quito's Water Authority has resulted in the establishment of
70,000 new water connections in marginal neighborhoods. This assistance
has enabled Quito's Water Authority to increase its coverage from 55
percent in 1988 to 92 percent in 1994.

Legislative and regulatory modification in the City of Machala resulted in
& legal charter to privatize water and sanitation services. This
developsent will expand resources for the underserved population totaling
up to 75 percent of the population who do not now receive water, garbage
and other sanitstion services.

SBtrategic Objective 3 (Strengthening Democracy)

L 4

Ecuador's process of judicial reform and improving its administration of
justice was accelerated and there was greater public debate on the need to
modernixe this sector.

The GOE's Justice Sector Working Group preparsed a Justice Action Plan
designed to provide the analytic basis for major donor participation in
selected areas of the sector.

The Corporacién Latinoamericana de Desszarrollo. (CLD) developed an
electronic database which tracks the status of approximately 9,000
detainees/prisoners and their cases in jails throughout the country and
expanded its anti-corruption campaign in the justice sector.

Under RTAC II, 50 percent of professors whose subject matter is covered by
the RTAC catalog, now base their classes on textbooks made available
through the project. This is up from 36 percent in the previous year.

Sstrategic Objective 4 (Environmental Protection)

*

A draft of Ecuador's Environmental Action Plan was completed and
arrangements were initiated to review and approve this Plan at a 1995
nationwide Environmental Congress composed of Ecuadorian interest groups,
NGOs, indigenous communities, stc.

A new Ecuadorian NGO, thes OIKOS Corporation, was made operational to
address urban-industrial pollution; it completed over 30 pollution
pravention assessments and pre-assessments with industrial enterprises and
municipalities, and developed effective working relations with Global
Bureau Projects (EP-3, Greencom).

Number of communities adopting models of non~destructive natural resource
use increased from 3 to 17 in 199%4.
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L4 Fees collected from users of national parks and dedicated to park
management increased from $500,000 (1993 Base Year) to $2,190,000 in 1994.

L Number of local organizations managing biological resources effectively
increased from 3 to 17 in 1994.

+ Twenty-four "para-biclogists® from fourteen indigenous communities located
in and around three major ecological reserves trained by ECOCIENCIA to
provide local expert snvironmental impact assessment technical assistance.

+ USAID provided assistance to help the GOE assess major wildfire problems
in the Galépagos Islands that threatened the islands ecosystem.

D. Reengineering and Managing for Results

USAID/Ecuador is fully implementing the Agency's reengineering
efforts to the extent to which guidance has been provided to the
field. Indeed, because of our experience in using Strategic
Objectives to plan and manage our program, we may be ahead of most
other Missions. Nevertheless, we are awaiting further
reengineering guidance that can help us implement a smooth
transition to USAID's new systems in FY 96. For example: How will
Results Packages be defined and justified? What will replace PIOs
and other implementing documents? How will the Mission obligate by
Strategic Objective given the predominance of NGO implementing
organizations in our portfolio? When will we see a new host
country agreement? How will these new agreements relate to the
existing project-based portfolio? How will our existing portfolio
be transitioned into the Results Packages? With the new systems
scheduled to begin implementation on October 1, 1995 when can USAID
expect definitive guidance on these and other reengineering
guestions so that we can better prepare our host country partners
and customers for these changes?

Several years ago, with PPC/CDIE assistance, USAID/Ecuador began
programming and managing its assistance through strategic planning.
This Mission has fully internalized Strategic Objectives and they
are implemented by cross-functional SO teams. For the past two
years, USAID's Semi~Annual Reports have been organized according to
Strategic Objectives and Mission monitoring has focused on how SOs
are being achieved.

USAID/Ecuador looks forward to incorporating LAC and Global Bureau
technical personnel into our SO teams provided that inadequate
Washington OE travel funds and other logistical problems do not end

up disrupting SO implementation and monitoring. For many years
centrally-funded Population and Health Projects have made a highly
positive contribution to our ongoing Progran. Environmental

coordination with LAC and Global Bureau personnel has also been
excellent and will be deepened under the Environmental Initiative
for the Americas (EIA). In all sectors, USAID Strategic Objective
Team Leaders have already established productive working relations
with their Global counterparts. This is reflected in our
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agreements presented to Global Bureau Centers.

USAID is already working closely with each Global Center. For
example, we have fully integrated such centrally-funded projects as
EP-3 and GREENCOM into our Environmental SO and we have received
excellent technical support and backsteopping from EP-3 personnel.
To more effectively implement our Democracy SO, we hope to initiate
a joint-planning process with the Global Bureau to obtain increased
assistance from its Regional Administration of Justice Project and
greater help in our proposed anti-corruption and civil-military
activities. Achievement of our Population and Health SO is closely
dependent on such centrally-funded activities as contraceptive
procurement and technical assistance in health financing and
sustainability. To support our Economic Growth SO we expect to
utilize extensive ' assistance from Global's Privatization,
Microenterprise and Education Projects. The SO trees in Section II
reflect projects contained in Mission/Global draft agreements.

The Mission's partners-in-implementation are also integrated into
50 teams, with greater emphasis on managing for results. Because
USAID has now worked with SOs and SO indicators for a number of
years, as well as Program Outcomes and indicators, the results-
oriented approach is well established. For the past year all
Cooperative Agreements (CAs) executed with partner NGOs have been
explicitly results or output-oriented. For example, CAs with
INCAE and Fundacion Ecuador on social policy reform contain
specific policy outputs which they must deliver as their
"products." Those CA outputs tie in directly to program outcomes
in the SO frameworks.

The Mission has taken steps to ensure that Cooperative Agreements
with NGO partners explicitly support program outcomes and
indicators. For each CA, the project manager prepares an output
matrix which is shared with the key staff of the NGO partner as
well as Mission staff. This is a simple way of emphasizing the
importance of outputs and providing a convenient means of
frequently monitoring results. This output orientation leads to
nore efficient management of scarce resources.

The Mission has also strengthened the linkages between project
outputs and SO and program outcomes in its monitoring and
evaluation (M&E) systems. Recently, with the assistance of an
evaluation expert, the Mission refined M&E plans for all of the
$0s. These are now directly tied to the individual project M&E
plans, and responsibility for collecting data on SO Program Outcome
Indicators involve implementing partners.

Although USAID/Ecuador is not an "experimental lab", the Mission
has bequn to experiment with some reengineering -activities
currently being tested in other Missions, in addition to
implementing the actions described above. For example, the
Mission--assisted by a sociologist/M&E expert--conducted a series
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of focus groups, including indigenous leaders, CLASP training
alumni, auxiliary nurses, judges with first-hand experience with
USAID-supported judicial reform, and microentrepreneurs. Questions
to these groups ranged from specific (impact of judicial reforms)
to general (perceived impact of stabilization and structural reform
on different populations). The focus group experiment was
instructive. For example, from the group of judges, USAID learned
of an unanticipated adverse impact of a judicial reform. USAID
will continue to organize focus groups of customers under all four
SOs in order to better assess the impact of activities on
beneficiaries and to obtain inputs for adjusting our portfolio to
meet local development needs.

Planning within the Strategic Objective framework has also enabled
the Mission to better focus and integrate its program and to
increasingly manage for results. 1In 1996, the program will consist
of 10 projects, eight of which directly relate to individual
Strategic Objectives while the other two support multiple SOs. The
Policy Dialogue and Implementation Project and the Training for
Development Results Package (FY 96 start) will support three and
four SOs, respectively. The much reduced scope of the current
program contrasts sharply to the portfolic of several years ago
that included a number of "targets of opportunity®.

The SO framework is continuing to provide criteria for decisions on
streamlining the portfolio in terms of potential contribution to
achieving S0 and Program Outcome indicators, Ecuadorian
institutional capacity, other donor interest and available Mission
resources. For example, during 1995 the Mission will complete its
phase out of several projects under SO 1 (broad-based economic
growth), including the Trade and Investment (two years before the
PACD), Agricultural Sector Reorientation, and the Agricultural
Research, Extension and Education projects. Under SO 3 (democracy
strengthening/citizen participation) the Ecuador Development
Scholarship/CLASP II and the Regional Technical Aid Center projects
will both end in 1996. A new Training for Development Results
Package will be designed that directly contributes to the
achievement of all Mission Strategic Objectives.

To better prepare for October 1, 1995 the Mission has also
organized a number of discussion groups to review Reengineering
Documents and the Video tapes we have received. (Note: A number
of key tapes have not been received here, especially the one on
Reengineering Contracting, Procurement and Financial Management
Systems.) A USAID Reengineering Team is also being organized and
major Mission presentations and retreats will be held.

The efforts described above and other ongoing reengineering actions
put USAID Ecuador well on the way toward preparing itself for the
Agency's new systems as described in "Results Oriented Operations
System"” and other Reengineering Documents. If final reengineering
guidance is issued well before October 1, 1995, the Mission expects
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to be positiconed to initiate these new systems in FY 1996.

E. Looking to the Year 2000: Results Packages for Ecuador's Entry
into the 21st Century

This Action Plan outlines the USAID/Ecuador Program for FY 96 and
FY 97. However, the Mission believes that solidly placing Ecuador
on a sound road to sustainable development will require USAID
assistance until the year 2005. The reason for this is because
Ecuador was trapped in low level recessionary conditions for much
of the past fifteen years (1980-92). Unlike other LAC countries,
it has not been able to achieve high rates of sustainable econonic
growth over an extended period of time. This lack of growth has
accentuated all of Ecuador's other development problems and
worsened the country's already serious poverty and environmental
problens.

Even if higher rates of growth are achieved, Ecuador would still be
confronting serious problems in addressing the basic needs of its
large poverty groups (estimated at 50 to 60 percent of the
population) and improving its extremely skewed income distribution.
These and the country's weak democratic institutions and
internationally recognized environmental problems all point to a
ten-year USAID effort supporting major social, economic, democratic
and environmental reforms.

Furthermore, the Summit of the Americas committed all countries to
implementing an ambitious Plan of Action of vital importance to
achieving U.S. foreign policy objectives throughout the hemisphere.
It will be difficult for Ecuador to achieve these objectives
because of its weak institutional structures, its highly fragmented
political process, and the historic problems that this county has
had in rapidly formulating and aggressively implementing
sustainable development policies. USAID is already helping Ecuador
address these problems. Continued assistance will be even more
important in preparing Ecuador for full participation in a new
Hemispheric Free Trade Zone by the year 2005 and implementing other
Summit objectives.

Ecuador should be able to graduate from bilateral assistance by the
year 2005. Given the extensive poverty and institutional
weaknesses, it would be difficult to accelerate such a graduation
prior to the year 2005.

Accordingly, the Mission sees a ten-year USAID Program in Ecuador
divided into two phases (1995-2000 and 2000-2005) with programming
heavily influenced by the Summit of the Americas Action Plan. For
this reason most of the Strategic Objective Tables shown below in
Section II extend the estimated targets until the year 2000. What
is proposed is relatively modest USAID assistance averaging $15
million per fiscal year that finances highly focused technical
assistance, training, NGO and private sector support, and selected
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institutional and managerial assistance. The - USAID funding
requirements would total $75 million in USAID Development
Assistance from FY 1996 to FY 2000 to support the type of strateqy
outlined in this Action Plan and currently being successfully
implemented. This Program would be complemented by a USG debt
reduction initiative of USAID and PL-480 Title I loans (totaling
$123 million) to be used to support environmental NGOs and possibly
some additional funding from Global Bureau Projects and other USG
Agencies such as the U.S. TIES Program being funded by the U.S.
Environmental Protection Agency.

- This FY 1996-2000 program would fund the achievement of the
preliminary Results Packages shown below under our four Strategic
Objectives. These reflect tentative statements of results which
the Mission will continue to refine during the next year once final
reengineering guidance on Results Packages has been issued. By the
year 2000 we could expect Ecuador to achieve the following results:

Strategic Objective 1: Sustainable Economic Growth for a Broad-
Base of the Population -

—-=Ecuador will be aggressively implementing new economic and social
reforms and modernization measures that are producing sustainable
economic growth rates of at least 4 percent annually and are
substantially improving poverty indicators published by
international agencies.

--Ecuador is making significant progress implementing reforms and
other measures needed for membership in the "Free Trade Area of the
Americas" and is implementing other objectives of the Summit of the
Americas Action Plan.

~-~The USAID assisted Microenterprise Bank has a portfelio of
100,000 microenterprise borrowers. _

Strategic Objective 2: Reduce levels of Fertility and Mortality
which are Commensurate with Sustainable Development

~-Increase contraceptive prevalence rate of women in reproductive
age currently using contraception from 56 percent in 1994 to 60
percent in 2000, thereby reducing Ecuador's population growth rate
to 2 percent or less by the year 2000.

--CEMOPLAF and APROFE achieve financial self-sustainability by the
year 2000, while continuing to provide services to hard-to-reach

groups.

--Reduce Infant Mortality to 30 per 1,000 births by improving
health sector policies and expanding primary health service
delivery through both public and private sector mechanisms.
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Strategic Objective 3: Improve Responsiveness of Selected
Democratic Institutions with Greater Citizen Participation

--Ecuador will be fully implementing a justice sector modernization
and structural reform agenda to improve administration of justice
with at least eight major reforms legislated and being implemented.

-=-To support justice sector reform, Ecuador will be implementing a
multi-donor assistance program (from World Bank, IDB, UNDP, USAID,
other donors) to improve its administration of justice including
increased GOE budget allocations to this sector.

~~Results of an independent and scientifically designed survey will
show at 1least a 25 percent increase in the level of public
confidence in the justice system as compared to baseline data
collected in 1995.

--Ecuador will be decentralizing social and economic services to
municipal governments, NGOs and other private entities and
promoting greater participation in the development process by
community-based groups.

~=-Progress will be made implementing the country's first systematic
anti-corruption campaign and opening a dialogue between civilian
and military leaders on the most appropriate role of the military
within Ecuadorian democracy.

~=-Ecuador will be recognized internationally for strengthening its
democratic institutions, overcoming fragmentation of its political
process, developing new and more modern democratic leadership, and
strengthening its civil society by further integrating NGOs into
the social, economic and political life of the country.

Strateqi Obijectjve 4: Promote ustaipable Use o atural

esources, Conservation o iv ity a Contro llutio

--Most activities included in the Environmental Action Plan and
regulations under a new Natural Resources Law are being
implemented.

-~-There is a 25 percent improvement in the abundance and
distribution of species in and around selected national parks and
protected areas, compared to 1995 baseline data.

--Internationally recognized pollution prevention technologies are
being transferred to Ecuadorian industrial~agricultural enterprises
and municipal governments.

--The market in Ecuador for U.S. environmental equipment and
technologies is increasing.
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II. PERFORMANCE REPORT

A. Achieving Broad Based Sustainable Economic Growth

Mission Strategic Objective 1: Increase Sustainable
Economic Development for

a Broad Base of the
Population.

1. Relationship of Strategic Objective to Agency Goals

The Mission's SO 1 responds directly to the three areas of emphasis
under the Agency's strategic goal: (1) strengthening markets; (2)
expanding access and opportunity; and (3) investing in people. 1In
the area of strengthening markets, USAID recently brought to a
successful close projects which helped the Ecuadorian public and
private sectors in legislating and implementing important reforms
including land security and tenancy, capital markets, and
privatization. Mature projects also contributed to expanding
access and opportunity. For example, USAID supported agricultural
reforms resulted in a $100 million increase in rice production in
1993, benefitting 150,000 people who depend on rice production.
Assistance in non~traditional agricultural and industrial exports
resulted in the creation of 60,000 new jobs and 2,000 new small
producers in a four year period.

The current program, which began last year with the new SO 1, is
even more responsive to the areas of concentration. In
strengthening markets, assistance will be provided through INCAE
and the Fundacion Ecuador in preparing Ecuador to enter the "Free
Trade Area of the Americas". The areas to receive most of the
attention of the current program are expanding access and
opportunity and investing in people in order to reduce poverty. A
major social policy reform program, culminating in the GOE's
enunciation of a comprehensive social policy, is being undertaken
cooperatively by INCAE and the Fundacion Ecuador. A new
microenterprise development project based on successful "licensed
leveraging" financial institutions will be started in late 1995,
and should exponentially increase financial resources to
microenterprises.

With USAID support, INCAE and Fundacioén Ecuador is emphasizing in
social policy reform (now the most important "results package"
under SO 1), encompassing reform processes that lead up to and
include actual implementation of reforms. SO 1 will thereby be
"investing in people." Under the Policy Dialogue and
Inplementation project (PDI), these USAID partners are working
towards definition by the GOE of a comprehensive social policy
agenda, which includes decentralization, cost recovery, increasing
the role of the private sector, defining the public sector's
normative role, and targeting of benefits. These principles will
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be applied to health, basic education, pension and housing reform.

All of the activities described above respond directly to the LAC
Strategy and the Summit of the Americas Plan, both of which
prescribe activities in free trade, and poverty eradication and the
responsiveness of countries to the needs of their populations,
especially those of vulnerable groups.

2. Mission Performance on Strategic Objective

This SO is new and was presented for the first time in last year's
Action Plan. The S0 indicators of achievement are as follows:
Reduction in internationally recognized poverty indicators, Net
income of small enterprises increasing, Net income of selected
(USAID assisted) microenterprises increasing in both urban and
rural areas, Percentage of small farmers with increasing real
agricultural income. The impact of USAID's program on these SO
indicators will take several years to become evident. However,
progress is more readily evident in the Program Outcomes and their
indicators. These are discussed below.

PO 1: Improved social and econcmic policies.

In 1994, USAID/Ecuador redesigned the Policy Dialogue &
Implementation (PDI) Project as the primary vehicle contributing
toward Program Outcome 1. During FY 95, the Mission will design a
new Microenterprise Assistance & Strengthening (MAS) Results
Package as the major project supporting Program Outcome 2. Bearing
in mind the newness of SO 1 and the ongoing design process, the
following accomplishments occurred in support of SO 1.

With the redesigned PDI Project, Fundacion Ecuador and INCAE are
working together to assist the GOE in preparation of the GOE's
social policy agenda. PO Indicator 1.1 is the Development and
Initial Implementation of a Coherent Social Policy Agenda.

During 1994, Fundacion Ecuador, in partnership with INCAE and
USAID/Ecuador, began the process of analysis and informing
Ecuadorian public and private sector leaders regarding models of
social sector reform by bringing to Ecuador top international
experts on the overall social sector reform experience in Latin
America, particularly Chile, in social security and education
reform. This timely technical assistance helped to shape the
Ministry of Social Welfare's nascent development of social policy
and raised the Ministry of Education's and private sector's
awareness of serious, basic problems in education administration
and targeting. With USAID-funded technical assistance, the
Fundacion Ecuador and INCAE have also explored private sector
alternatives in social security reform, which are now being
considered in the Ecuadorian Congress.

Another Program Outcome Indicator is 1.3 Policy Initiatives toward
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Free Trade Agreement Membership. Working through the Fundaciodn
Ecuador, USAID played a catalytic role in this area by developing
the Capital Markets Law and providing technical assistance for a
regulatory function. USAID/Ecuador then lined up major follow-up
support by the IDB in stock market development.

Other steps taken by the GOE which are conducive toward free trade
agreement membership and contributed to the World Trade Council's
imminent approval of Ecuador for GATT membership, include the
elimination of many unnecessary and market-distorting regulations,
including reducing tariffs on imported finished products.
Ecuador's tariff schedule is now based on the GATT's harmonized
system of nomenclature.

Based upon USTR and GATT trade reform analyses and training
(provided through a buy-in to the USAID centrally-funded Ag Policy
Analysis III Project, modifications were negotiated to further
reduce the GOE agricultural price band system and achieve an
overall reduction and uniformity of tariffs. Nominal rates of
protection on wheat, rice and@ hard corn were thus reduced from
their 1992 levels of 15, 2, and 25 percent, respectively, to -4, -9
and 2 percent. '

Measures to attract investment also helped Ecuador in achieving
free trade agreement membership. With strong economic policy
reform advocacy from Fundacion Ecuador and the Ecuadorian
Federation of Exporters (FEDEXPOR), investment 1liberalization
measures were implemented by the GOE which provided foreign
investors with equal treatment and eliminated prior authorization
requirements for investment in most industries. Importantly, a
bilateral investment treaty that provides free transfers and a
binding arbitration dispute settlement procedure was signed with
the United States in August 1993 and ratified by Ecuador's Congress
in September 1994.

Further examples of Fundacién Ecuador and FEDEXPOR lobbying efforts
influencing the GOE to upgrade its business climate leading toward
accession to new regional Free Trade Agreements include: GOE
implementation of a new customs reform law to reduce corruption and
improve efficiency in the customs service; and Ecuador's Congress
is in the process of enacting legislation to harmonize local law
with the U.S./Ecuador Intellectual Property Rights Agreement signed
in 1993.

Continued mission support during 1994 to the six-year old
Agricultural Policy Institute (the IDEA Foundation -~ an NGO
dedicated to economic and social policy analysis, dialogue and
reform) culminated in the promulgation and passage of a new
Agrarian Law in June 1994, in what many Ecuadorians consider to be
the most significant piece of socio-economic reform in 30 years.
Thus, PO Indicator No. 1.4, Legislation enacted and implemented to
provide tenancy security and ease land transfers, was achieved
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during 1994. The new law, conceived and promoted under the IDEA
Foundation's sponsorship, is expected to dramatically increase
rural economic growth, guarantee property'rlghts, promote increased
participation by indigenous peoples in self-governance and
sustainable management of the nation's unigue biodiversity, and
enable the development of efficient and transparent land markets.
Passage of the new 1law, which simultaneously eliminated the
government's power to set commodity prices and delivery quotas,
enabled the IDB and World Bank to finalize over $180 million in
loans and grants to modernize the sector.

In privatization (PO 1Indicator 1.5) and capital markets
development, the GOE concluded in an open and transparent manner
the sale of state-owned enterprises utilizing advice and guidance
from a USAID-funded contractor. The GOE's National Council of
Modernization of the State (CONAM), with USAID contractor technical
services, developed the capacity to attract privatization
assistance from World Bank, Inter-american Development Bank, and
Corporacion Andina de Fomento. Fundacion Ecuador provided a
technical assistance team to establish a Securities Exchange
Commission-type agency and prepare the appropriate implementing
regulations. Two results were notable: (1) several privatization
transactions were conducted through the upgraded and transparent
stock markets; and, (2} the GOE's regulatory agency has become a
successful model for modernization of a state bureaucracy in
Ecuador as it has substantially reduced its work force in an
efficient manner.

The Mission is assisted by RHUDO/SA in its efforts to achieve PO
Indicator 1.6, Markets facilitated to mobilige savings for housing
finance. In May 1993, the National Congress passed a law approving
the use of the Constant Value Unit (UVC), an accounting unit
indexed to inflation. During 1994 the UVC implementation
regulations were published. The UVC increases low-income families
access to credit by protecting them from the effects of inflation.
Currently, the Ecuadorian Housing Bank and credit unions refinance
and lend to low-income families in UVCs. Mission and RHUDO efforts
have also resulted in the establishment of a secondary mortgage
bank, formed primarily with private capital from twenty-one
financial institutions. Several housing cooperatives with low-
income portfolios are participating in this mortgage bank.

PO 2: Expanded opportunities and participation by low-income
groups

Achievement of most of this Prbgram Outcome Indicators depend on
implementation of the chroenterprlse Assistance & Strengthening
Results Package which is expected to be authorized in FY 95.
However, much has been achieved under several of the mature
activities which were phased-out in 1994. Those accomplishments
contributed to the Program Outcome. -
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-- The Non-Traditional Agricultural Exports (NTAE) and Non-
Traditional Industrial Export activities achieved extraordinary
successes. They generated more than $125,000 million in total non-
traditional exports; they created 60,000 new jobs; and, they
assisted more that 2,000 new mostly small producers. Most
importantly, 65 percent of the new producers are women. There are
now six new NTAE products exceeding projected annual export value
of $2 million.

--The Mission/RHUDO is providing assistance to International NGOs
involved in the shelter sector. Technical assistance to a U.S.
NGO, PLAN International, builds sustainability in their low-income
housing programs. Currently, PLAN International spends over $2
million a year on home improvement programs in Ecuador's slums
reaching the poorest of the poor. (Average monthly income between
$60 - $100). USAID support has assisted the NGO in establishing
rotating loan funds that will double, every two years, the housing
resources available to meet the needs of these very low-income
families. Assistance to the Cooperative Housing Foundation (CHF)
has resulted in Ecuadorian credit unions gaining access to $1.5
million for 1,000 new housing loans to low income families.

3. Economic and Political Davélopments

With the escalating hostilities between Ecuador and Peru in January
and February 1995, the impact upon the Ecuadorian economy has been
keenly felt by small- and micro-entrepreneurs. In late January and
early February, Ecuadorian banks (reacting to the Government of
Ecuador's monetary and fiscal policy decisions) rapidly raised
interest rates and restricted new 1lending. USAID\Ecuador's
Microenterprise Assistance & Strengthening Results Package
contemplates working with experienced NGOs wishing to establish
licensed, leveraged financial institutions aimed at delivering
quality financial services (credit and savings programs)} to
microentrepreneurs.

Due to the following factors, it is possible our design effort may
be delayed if a cease fire and peace agreement are not achieved
within the immediate future. Fundacion Ecuatoriana de Desarrollo
(FED), working with ACCION International and this mission, is
currently preparing a detailed financial feasibility study upon
which to establish a microenterprise-oriented finance company.
FED's $5 million loan portfolio is a key component of the study.
In early February 1995, an Ecuadorian private sector bank raised
FED's working capital loan interest rate from 45 percent to 105
percent. Reflecting hardships and uncertainties in the local
economy, microentrepreneur clients\borrowers delayed making
payments or made partial payments on their FED loans. Dealing with
this problems may delay FED's participation in designing the
project and the start of implementation.
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4. Poverty Reduction

Activities which are described under the PO Outcome No. 2, Expanded
opportunities and participation by low-income groups, naturally
contribute to poverty reduction. The employment generation, small
enterprise creation and low income housing achievements described
above led to poverty reduction. The Mission's comprehensive
program in poverty reduction will be packaged in the MAS Results
Package to be authorized towards the end of 1995. Other direct
poverty reduction efforts are described below.

In early October, CARE International received and monetized USAID's
$3 million Title I1 donation of commodities, to establish a
mechanism through the GOE's Emergency Social Investment Fund (FISE)
in order to promote and support productive and environmental
projects submitted by NGOs and PVOs from Ecuador's poorest rural,
peri-urban and indigenous regions. FISE has now approved nearly
3,000 projects ($50 million) for school buildings, child care
centers, health centers, sewage systems, potable water and
productive environmental activities, all benefitting approximately
3 million Ecuadorians in extreme poverty. USAID's seed capital of
$4.5 million in ESF local currency provided in 1993 mobilized
contributions of approximately $30 million each from the World
Bank, IDB and Andean Development Corporation, making the total FISE
funding approximately $125 million.

The Mission's final investment to consolidate the Agricultural
Sector Reorientation Project's data collection and (more
importantly) short and medium term policy analysis units into the
Ministry of Agriculture's new Policy Sub-Secretariat provided
tangible and additive results. The timely and well-conceived
analyses resulted in a $20 million increase in the value of rice
production (mostly by small farmers) over what would have occurred
without the reforms, and an increase of over $100 million from
1993, thus providing significant direct increases in the real
incomes of over 150,000 people who depend directly on rice
production as their major source of income.

5. Highlights of Results of Mission Activities

. The GOE expanded its Emergency Social Investment FPund (FISE) and initiated
an important process for developing a comprehensive social policy refors
agenda that can better address the country's ssrious poverty problems.
This agenda includes structural reforms in education, health, social
security, housing and social welfare that can better target resources to

" the poorest and most vulnerable groups.

. New initiatives were begun to expand credit for microenterprises and
devalop new microenterpriss financing mechanisms.

. Promulgation and passage of new Agrarian Development Law and Commodity

Producer Association Law, and derogation of legislation enabling
government to set commodity prices and delivery orders.
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Reduction in price-band systen, resulting in further raductxons of nominal
rates of protection for six major commodities.

Turnover of former GOE grain marketing facilities to the private sector,
resulting in $20 million increase in value of rice production (mostly
small farmers), directly increasing income of over 150,000 people.

In a major breakthrough, Ecuador and the U.S. signed a bilateral
intellectual property rights agreement in October 1993. The Ecuadorian
Congress is in the process of enacting legislation to harmonize local law
with the agreements's requirements

As a result of USAID’'s catalytic technical assistance and IDB's follow-up
activities, the increase in stock market trading volume continued in 1994
with share trades reaching $297 million, up 69 percent from $134 million
in 1993. The volume of trading in public and private sector debt paper on
the capital market also rose to approximately $303 million im 1994, up
from §112 million in 1993,

With the expansion of the GOE privatization program, Ecuador's stock
markets expanded remarkably. The GOE sold state-owned enterprises
in the cement, sugar and wood industries plus privatizing public
services, e.g., customs and some postal services.

In 1994, the investment environment improved significantly. Many
unnecessary and market-distorting regulations were sliminated. With
a few exceptions for pharmaceuticals and some foodstuffs, all prices
are now set by the free market.

In 1994, Ecuador demonstrated its commitment to joining GATT by
reducing tariffs on imported finished products. GATT accession is
imminent.
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II. PERFORMANCE REPORT

B. Stabilizing World Population Growth and Protecting Human
Health

Mission Strategic Objective 2: Reduce Levels of
Mortality and Fertility

to Levels which are
Commensurate with
Sustainable Development.

1. Relationship of Btrategic Objective to Agency Goals

This SO directly supports the Agency goals of reducing high rates
of population growth as well as LAC Regional Strategies for
supporting programs in population, health, and nutrition.
Traditionally high rates of fertility and mortality (especially
infant mortality) have had a significant negative effect on
Ecuador's ability ¢to sustain development progress. This is
especially true among the poor and among the indigenous rural
populations, where poor access and quality of health services is
compounded by large family sizes and their inability to meet the
basic human requirements of food, nutrition, health, and education
of the family members.

The SO contributes to the Agency goals through a combination of
projects, policy dialogue, and donor coordination. The target for
the SO is to reduce the total fertility rate from 3.8 children per
woman in 1989 to 3.0 in 2000; and to reduce the infant mortality
rate from 53.0 in 1989 to 30.0 in 2000. Unlike the other S0s, this
SO uses the year 2000 as its target for the following reasons: 1)
The Ministry of Health, CONADE, and NGO think tanks utilize the
year 2000 as a benchmark for accomplishment of a number of social
sector targets. These targets have been established in conjunction
with other donors, such as UNICEF, PAHO, and UNFPA, and are
consonant with international declarations, including the
Declaration of the Rights of the Child (UNICEF, 1990) and the Plan
of Action of Population (Cairo, UNFPA 1994); 2) With continued
success in this area, USAID is in a position to begin planning on
a strategy for phasing out this S0O. The year 2000 coincides with
the completion of the Child Survival Project (1999) and the
proposed Population and Family Planning project (2000); 3) One of
the most important means of independent verification of many of the
indicators is the national demographic and health survey. Since the
next one is planned for 1999, it will coincide with the target
benchmarks.

2. Mission Performance on Strategic Objective

At the Strategic Objective Level, the performance of the SO has
been excellent. During 1994, a National Demographic and Health
Survey (ENDEMAIN - 94) was carried out and the results show the
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success of mission activities: the total fertility rate has fallen
from 3.8 in 1989 to 3.6 in 1994; the infant mortality rate has
fallen from 53.0 in 1989 to 40.0 in 1994.

The success of the SO goes far beyond the statistics. In population
and family planning, the two local family planning NGO service
providers have embarked on a strategic planning direction that will
lead to their "graduation" from USAID support. This particular
objective has been a centerpiece of USAID assistance since 1991,
when the Health and Family Planning Project (518-0084) started.
With this Action Plan, the Mission is proposing a follow-on
activity which will begin in FY 97 and continue through FY 2000.
This will complete ten years of "transition" assistance to the two
organizations whereby they will graduate from +two small
organizations with low coverage, no cost recovery, and primitive
management and information systems to organizations covering
virtually the entire geographical expanse of the country, high
levels of cost recovery, established endowments, and business
practices based on concepts of decentralized management, franchise
and micro enterprise techniques.

The policy dialogue efforts in population have also been highly
successful. As a result of continuous awareness raising and public
information regarding population topics, over 90 percent of the
population is in favor of family planning and know of at least one
kind of family planning method. However this knowledge and
acceptance of family planning across population groups did not
translate into the GOE's official position at the Cairo Population
Conference. At this Conference, strong conservative elements within
the government prevailed, which resulted in a highly conservative
- stance, reflecting the Vatican's position on reproductive rights.
Despite this official stance, the policy dialogue activities of the
$0 and the close coordination that has been maintained with UNFPA
resulted in a final '
Ecuadorian Population
Plan of Action that is
" moderate and in keeping
with the recommendations
of the Caireo
Conference's Plan of
Action. '

The success of the child

survival activities,
though not as
generalized @ 11 € oo A

impressive as those in

population, have been egually important. As a result of the SO
efforts, there have been a number of success stories regarding the
improvement of service delivery by the Ministry of Public Health.
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The SO's policy dialogue activities in child survival have
continued on strong footing since last year. The Ministries of
Health and of Social Welfare have joined forces in conjunction with
the Presidential Commission on Modernization of the State to
establish an Interagency Commission on Health Sector Reform. USAID
was invited to participate in this Commission, and has done so at
both the technical and policy levels. The inputs of SO team members
have been invaluable in shaping the reform process.

Donor coordination has been especially important in the achievement
of this SO. With UNFPA, in addition to coordinating strategies for
the Cairo Population Conference, USAID has coordinated a number of
programmatic activities, such as establishing a unified
contraceptive logistic system, unifying the support being provided
to the Ministry of Health and to CONADE. Continued success in the
SO will depend on UNFPA's ability to provide support in population
matters. With the World Bank, USAID has maintained very close
coordination, including the sharing of consultants and review of
work plans. Moreover, USAID was instrumental in modifying the
initial design of the World Bank project which was overly
ambitious. USAID also coordinates with IDB and their activities
related to policy reform and water and sanitation programs.
Together, the World Bank and the IDB are important partners in
improving health services. The USAID strategy in the health sector
is based on the assumption that the World Bank and the IDB will
focus their support on public sector institutions, thus leaving
USAID to support the private sector groups. If the World Bank and
IDB drop their support, USAID will need to reconsider their
strategy as well. -

PO 1: Increased number of users of family planning and selected
health services.

Progress towards this outcome has been excellent. The national
contraceptive prevalence rate increased from 52.9 percent in 1989
to 56.8 percent in 1994; the prevalence of diarrheal disease in the
population under age 1 decreased from 25 percent to 19.2 percent;
and the population under age 1 that is fully immunized with DPT3
increased from 68.7 percent to 79.5 percent.

PO 2: Improved quality and effectiveness of family planning and
selected health services.

Progress under this outcome has been steady. While data are not yet
available for 1994, preliminary indications are that public sector
health units are increasingly applying the family planning and
maternal and child health norms and count with effective cold
chains. At another 1level, the national demographic and health
survey (Endemain -94) shows that 80 percent of all users of family
planning methods utilize a modern and efficacious method.
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PO 3: Improved policy and institutional environment for long term
sustainability of family planning and selected health services.

Progress under this outcome has been excellent for family planning,
and steady for selected health services. The two major family
planning NGOs, APROFE and CEMOPLAF, have increased their levels of
cost recovery from 30 percent in 1989 to 62 percent in 1994. User
fee systems in the public sector have been put on hold by the newly
appointed minister of health. This issue will be one of the main
points to be followed up in the S0's policy dialogue agenda. In
water and sanitation, the merging of the previously independent
Water and Sanitation Institute (IEOS) with the newly created
Ministry of Urban Development and Housing (MINDUVI) has resulted in
a new policy for the design and delivery of potable water and
sanitation services to urban and rural areas. The policy document
is being finalized and initial pilot activities are being carried
out. The SO's support for water and sanitation will end with the
termination of the WASHED (518-~0081) project this summer. A very
positive development has been the Work Bank decision to pick up the
water and sanitation activities under its sector lcan to the tune
of $13 million. The WASHED technical assistance team is currently
preparing technical packages for World Bank follow-up.

It is for this Program Outcome that policy dialogue and donor
coordination are the most important. The USAID strategy in this
sense is based on the belief that an "enabling policy environment",
which allows for widespread access to health and family planning
services, which provides factual information to consumers at all
levels, and which guarantees a minimum level of quality of care, is
crucial for all services and for the sustainability of those
services. Moreover, USAID is well aware that such a policy
environment can not be established by one donor alone. A concerted
effort by all donors is necessary. USAID not only coordinates with
donors at the country level, but relies on international fora and
declarations that specify goals and targets which are related to
this 80. Thus for example, USAID has worked closely with its
partners in identifying the targets to be established in the
National child Survival Plan of Action, which is the outcome of the
UNICEF World Summit for Children. Likewise, the targets established
in the National Population Plan of Action which is the outcome of
the UN International Conference on Population and Development have
been reviewed and discussed by USAID and other partners.

3. Economic and Political Developments

The principal development affecting this S0 has been the change in
the Minister of Health, which occurred in the second half of 1994.
2lthough the new Minister's policies are in line with USAID's
policy agenda, the change in the entire top leadership of the
Ministry of Health has created significant chaos. The Minister is
not an experienced administrator and knows little about public
health. His lack of experience has been severely tested by a
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nationwide strike by health workers, a renewed outbreak of cholera,
and more recently, the border conflict between Peru and Ecuador.
These events have slowed the implementation of routine child
survival interventions, and has postponed a planned national
immunization campaign against neonatal tetanus.

4. Poverty Reduction

This SO has had an indirect effect on poverty reduction. Smaller
and healthier families are able to better provide basic needs for
their children. The evidence over the past fifteen years is that
the SO has had a significant impact in rural areas where poverty
levels are greater. Thus, increases in contraceptive use, declines
in diarrheal disease, and coverage of immunization in program-
assisted areas have all kept up with or have exceeded national
averages. Given the high marginal cost of reaching these rural
areas, the improvements point to an evident success in empowering
women and families with the basic conditions (smaller and healthier
families) to allow them to improve their economic conditions.

5. Highlights of Results of Mission Activities

. The “unmet need*” for family planning services has been reduced to 9
percent,

. Iamunization coverage rates for BCG exceed 90 parcent. For DPT, polio, and
measles, the coverage is nearly 80 percent.

. The two major family planning NGOs have exceeded the 60 percent cost
recovery levels.

L Nearly 96 percent of women with young children are breastfeeding.

. Neaxly 80 percent of all contraceptive use corresponds to wmodern,

efficacious and safe methods.
6. Table 1: Strategic Objective Tree (Attached)

7. Table 2: Strategic Objective Performance (Attached)
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II. PERFORMANCE REPORT

c. Building Democracy

Mission Strateqic Objective 3: Improved Responsiveness
of Selected Democratic

Institutions with Greater
Citizen Participation

l. Relationship of Strategic Objective to Agency Goal

An overall goal of USAID is sustainable development. As such, the
Agency recognizes that "Democratization is an essential part of
sustainable development. USAID's success in the other core areas of
sustainable development is inextricably related to democratization
and good governance. Repression, exclusion of marginalized groups,
human rights abuses, disregard for the rule of law, corruption, and
autocracy are antithetical to development. Therefore USAID has
attached a high priority to the strengthening of democratic
institutions and popular participation in decision-making."
Sustainable Development; March 1994).

Among the ways to achieve the USAID objective of Building Democracy
listed in Strategies for Sustainable Development are:
strengthening democratic institutions, and creating an informed and
educated population and a stronger civil society. 8O0 3, in its
two-pronged approach to building democracy encompasses these same
areas. SO0 3 utilizes a "top down" approach which concentrates on
improving the responsiveness of selected democratic institutions
through improving the accountability and effectiveness of the
judicial system and a "bottom up" approach which concentrates on
civil society through the provision of increased access to
resources (training opportunities and improving education).

2. Misgsion Performance on Strategic Objective

The progress noted under this SO in last year's Action Plan has
continued unabated during the current reporting period. Ecuador's
Justice Sector Working Group (JSWG), a strategy formulation and
direction body which supports judicial reform, has made significant
strides in identifying the principal needs of the sector and in
initiating a focussed approach to meeting the needs. The group has
been successful in bringing together the country's principal
justice sector institutions and elements of the private sector to
prepare a Justice Sector Action Plan (JSAP) designed to improve the
administration of justice in Ecuador.

The draft JSAP identifies the requirements of the justice sector
and is intended to serve as the basic analytical tool to both
establish a sound division of labor among the donors and to
coordinate the roles to be taken by them in support of the GOE.
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This is especially important at this time when the major donors,
especially the World Bank and the IDB, have shown keen interest in
working in the justice sector.

The draft JSAP has been informally shared with the donor
institutions and has received a very positive response from themn.
Each of the donors has been asked to provide comments, and to begin
preparations for their participation in a justice sector donors'
coordination meeting, expected to be held in Quito in the next few
months. The World Bank is already in the advanced stages of
developing a project to improve Supreme Court operations.

Important activities have been undertaken to help the major GOE and
private sector entities better understand the judicial reform
process and the roles each can most appropriately play. Members of
the Supreme Court, the General Attorney's Office, the General
Prosecutor's Office and the Chief of Staff's Office participated in
observational visits to Uruguay, Argentina, Chile, Colombia, Costa
Rica and Puerto Rico to learn about the reform processes. These
trips have been valuable experiences for key personnel of the
justice sector institutions, including the recently elected
President of Ecuador's Supreme Court, and have served to promote
greater understanding and support for judicial reform.

Progress in the implementation of the Cooperative Agreement (CA)
with the Corporacion Latinocamericana para el Desarrollo (CLD)} has
been excellent. Under the CA's Judicial Reform Constituency
Building and Public Education component, CLD has continued to
actively promote public understanding of and support for the
judicial reform and anti-corruption. Indeed, public awareness of
the problems that the judicial system faces and of citizens' rights
in a democracy has greatly increased since the signing of the CA.
This is demonstrated by the dramatic 400 percent increase in the
number of newspaper articles dealing with justice issues. Also,
CLD has developed and is implementing a public opinion campaign
which is based on the objective of marketing the judicial reform
process as a national goal. The campaign consists of a series of
advertisements which appear in newspapers and magazines circulated
throughout the country.

Under the Judicial Reform Technical Support component, CLD has
continued providing the JSWG with technical and secretariat
support. Major pieces of legislation have been revised or drafted
and are now ready for public discussion. They include the Penal
Procedures Code and the Organic Law of the Judicial Function.
Also, the JSWGs have played an indispensable role in the discussion
and analysis of the constitutional reform process that is currently
underway. Working Group participation assures that proposed
reforms to the justice system's structure are in consonance with
judicial reform efforts.

CLD's institutional strengthening process has continued to move
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forward. A major accomplishment was the recent designation of the
nembers of CLD's Board of Directors (BOD) and the election of the
Board's President. With these important steps accomplished, the
BOD then prepared a strategy to incorporate new members into CLD,
and to establish commissions to oversee technical, administrative
and fund raising activities. Training of Board members in their
principal duties and responsibilities is the next most important
step in the continuation of Board development.

Under the Monitoring and Evaluation (M&E) component, CLD has
cdesigned a methodology to monitor and evaluate the results of the
activity through dquestionnaires, interviews and focus groups to
cetermine how the reforms (e.g. the cassation law) have impacted on
the judicial system and its users. These M&E activities will
continue to be carried out in order to establish the need for
future reforms and to make adjustments in those already
accomplished.

The Regional Technical Aid Center (RTAC) II Project offers high
quality university textbooks of modern editions for sale at
affordable prices. Approximately 203,800 books have been purchased
by RTAC II as of December 1994. Students who previously had no
access to textbooks due to limited financial resources and because
very few titles were available in the market, can now afford to
choose from a very wide selection of titles. University libraries
have also taken advantage of the RTAC catalog and of the affordable
prices offered and have restocked their libraries for the first
time in years. Students are no longer forced to rely on expensive
texts, pirated copies or out-dated professors' notes. The RTAC II
texts open up a world of previously unavailable information,
exposing students to competing ideas and theories and allowing them
to form their own opinions. RTAC texts are now used in the
classroom by almost fifty percent of university level professors.
This has been achieved also due to the "Academic Support Program"
designed to give professors access to new methodologies and
teaching techniques through conferences and seminars in
universities all over the country. The RTAC II Project in Ecuador
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is implemented by the Corporation for the Development of University
Education (CODEU), a loccal NGO.

The Caribbean and Latin America Scholarship Program II . (CLASP
II) /Ecuador Development Scholarship Program (EDSP) provides short-
term and long-term training in the United States to the poor and
disenfranchised by requiring that at least 70 percent of all
participants be economically, socially or culturally disadvantaged
and that a minimum of 40 percent be women. Both targets have been
surpassed. In addition, each area of participant study is linked
to a Mission SO. CLASP/EDSP participants receive technical
training and leadership training. This enables them to share their
new knowledge with their community and local organizations, thereby
increasing the benefits of training through the multiplier effect.
One hundred percent of returned CLASP/EDSP participants report
greater effectiveness as a result of their CLASP/EDSP training.
CLASP II will be brought to an early close due to budget
reductions. No additional participants will be trained during the
life of the project and all local activities will terminate in July
1995.

PO 1: Improved operation of the justice system

The Justice Reform Support Project improves the governance and
effectiveness of the judicial system, thereby increasing access to
the judicial system and improving the level of participation in the
democratic process. The recently prepared Justice Sector Action
Plan (JSAP) will serve as the most important tocl to improve the
operation of the justice system in the country. The Action Plan is
the first GOE effort to identify the requirements of the entire
justice sector and enable the GOE and international donors to
address the needs through a rational and coordinated allocation of
resources.

The JSWG has expanded the government's interest and commitment to
justice reform-related issues, thus increasing the 1level of
importance granted to the institutions that form the justice
sector. The preparation of the JSAP demonstrates that the
Ecuadorian government is willing to dedicate its efforts and
resources to improve the justice system in order to better provide
for the population's needs for a fair, timely and effective
administration of justice. The JSAP will incorporate comments and
recommendations from private sector sources in order to ensure
broad citizen participation.

Improved operation of the justice system will also be ensured by
the recently drafted Organic Law of the Judicial Function. CLD and
the Supreme Court have worked together in the drafting of important
reforms to this law. The reforms imply major changes to the
structure of the court system and the functioning of its judicial
and administrative levels. The current law dates from the 1930's
and does not respond to the increasing pressures on the 3justice
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system. These efforts are being effectively complemented by CLD's
consciousness-raising activities, which will create greater public
pressure on the decision makers to approve the necessary reforms.
The most important institutional strengthening activity undertaken
by CLD is the incorporation of new members to¢ CLD's Board Of
Directors and the election of Board officers.

PO 2: Current and/or potential leaders equipped with new skills
and knowledge

Under CLASP/EDSP, a minimum of 70 percent of all participants must
be economically, socially or culturally disadvantaged. In
addition, a minimum of 40 percent of all participants must be
women. All CLASP II/EDSP participants must be identified as
leaders or potential leaders. The latter requirement ensures that
the benefit of the training program will also be shared with
members of the participants's community and organization.

During the reporting period, 20 long-term academic participants
were sent to the U.S. for training--9 women and 11 men. One
hundred percent of the returned CLASP/EDSP participants interviewed
reported that they are applying the skills learned during their
training program and that they are more effective in community,
professional or institutional activities. Returned participant
evaluations of the gquality and usefulness of thelr training
experiences continue to be very positive.

PO 3: Btudents and professors equipped with new skills and
knowledge '

RTAC II offers high-quality, university-level textbooks for sale at
affordable prices. Students, professors and university libraries
can now afford to purchase high gquality textbooks, thereby
increasing access to information critical to their education.

RTAC II/Ecuador has met 83 percent of its textbook adoption rate
goal, and 100 percent of its textbook "usage in class" goal,
according to a survey for the period 1993-1994. To increase the
number of professors using texts in the classroom, RTAC II created
a data bank which summarizes textbook content of the most demanded
titles, thus making it easier for professors to decide which
textbooks meet their and their students' needs. The RTAC II
Bibliographic Orientation Centers in Quito and Guayaquil play an
important role in helping professors choose their textbooks. RTAC
JI will also continue sponsoring conferences and seminars to
improve the teaching-learning process.

3. Economic and Political Developments

The major political development affecting progress in this SO is
the recent change of the president of the Supreme Court. The new
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Supreme Court president is highly supportive of the GOE's stated
intention to bring about appropriate reforms in the justice sector,
and to make the system more transparent and responsive to a broad
citizen base. The new court president has had several contacts
with members of the Justice Sector Working Groups and with CLD,
with each group providing a detailed description of their current
and planned activities in the sector.

4. Poverty Reduction

The Mission's two activities in this SO, a Limited Scope Grant
Agreement with the GOE and a Cooperative Agreement with CLD, are
not designed specifically to have a direct and measurable effect on
poverty reduction. There are, however, indirect effects on the
socially and economically disadvantaged. Ensuring access to the
justice system though such future activities as providing
mechanisms for alternative dispute resolution, the creation of
community courts, and guaranteeing legal representation for the
indigent will have beneficial effects on the poor.

5 Highlights of Results of Mission Activities

. The Justice Sector Working Groups, with assistance from CLD, complested and
pressented to the GOE the Organic Law of Judicial Function and the
Exescutive Function Statute.

. The Justice Sector Working Groups prepared a Justice Sector Action Plan
(JSAP) for presentation, approval and implementation with donor
institutions.

. CLD's activities to increase public awareness of and support for the need

for judicial reform and anti-corruption has resulted in a 200 percent
increase in newspaper coverage dealing with justice izsues.

. CLD developed and implemented an electronic database to track the status
of all prisoners awaiting trial throughout the nation.

. CLD formed its Board of Directors, alected a Board president and initiated
planning to secure financing from other donors and from the private
sector.

. The percentage of Ecuador's university professors now using RTACII

textbooks has increased from 36 percent to 50 percant

. 100 parcent of EDSP returnees report that they are using the skills they
acquired in training in their daily lives. C.

6. Table 1: SBtrategy Objective Tree (Attached)

7. Table 2: Btrategy Objective Performance (Attached)
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II. PERFORMANCE REPORT

D. Protecting the Environment

Mission Strateqic Objective 4: Promote the 8Sustainable
Use of Natural Resources,
the Conservation of

Biological Diversity, and
the Control of Pollution

L. Relationship of Strategic Objective to Agency Goals

Ecuador has been described as containing the highest concentration
of biodiversity in Latin America, if not the world, wherein 45
percent of the mainland is located in the Amazonian watershed.
Although 17 percent (2.1 million hectares) of the country's
hmazonian Basin has been designated a "protected area", less than
75 persons are officially assigned to manage the area, and it
suffers the highest rate of deforestation (200,000 hectares/year)
among the Amazonian countries, primarily due to petrcleum
production, timber extraction and colonization.

The Galapagos Marine Resource Reserve, 1000 kilometers east of
Ecuador's mainland, encompasses 70,000 sq. km. of open water and
shoreline, making it the gecond largest marine park in the world
after the Australian Great Barrier Reef. Thirteen large islands
and some 40 islets in the archipelago have over 1000 kilometers of
coastline, surpassing the length of Ecuador's continental shore.
The Reserve includes vertical cliffs, sandy beaches, rocky shores,
mangroves, coral reefs, lagoons, embayments and hypersaline panne
habitats. Submarine mountains, plateaus, ridges and wvalleys
provide habitat to an array of bentic communities, while the open
ocean waters attract rich stocks of pelagic species.

Nevertheless, the Reserve remains 1largely a "paper park".
Government-set rates of extraction for sea cucumbers in the
Galapagos Islands (to be processed and sold in Asian markets) were
recently exceeded by 800 percent, only halfway intc the authorized
"open" season.

The detrimental impact of inadequate pesticide management, which
has created enormous tensions between banana and shrimp producers
in the coastal lowlands, and which has endangered the health of a
large number of young women employed by Ecuador's rapidly expanding
flower producing sector in the highlands, has only recently begun
to be documented and addressed.

Ecuador's urban growth rate, one of the highest in the hemisphere,
is placing increased demands on the national and municipal
governments for critical environmental services and improved
pollution prevention. The lack of these services has immediate,
direct, and measurable impacts on the health, productivity, and
¢uality of life of Ecuador's urban poor. Living in marginal
rieighborhoods without access to clean water, adequate sewerage
disposal, or garbage and waste collection, Ecuador's poor are
exposed to high health risks. The problems of inadequate service
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are frequently compounded by these communities' proximity to
industrial areas whose pollution goes largely uncontrolled, adding
to the toxicity levels found in urban slums. The cholera epidemic
of 1991 and recurrent smaller outbreaks during 1994 underscore the
environmental health risks that are present throughout Ecuador.
Poor water and sanitation systems in urban areas and .lack of any
potable water in rural areas are main causes of water borne
diseases. These diseases are compounded by "modern" ills, such as
industrial waste, lead, pesticide, and other pollutants.

Ecuador nevertheless remains a relatively well-endowed country with
respect to species habitat, harvestable timber, accessible mineral
resources and petroleum reserves, and world-renowned coastal and
island resources. With appropriate policies in place, urban growth
can bring about substantial positive environmental impacts. Urban
development creates alternative employment that reduces the
pressure for developing environmentally fragile areas such as
marginal farm lands and the Galapagos Islands; urbanization is
associated with declining birth rates, reducing national population
pressures; and urban densities reduce the cost per capita of
municipal services and environmental infrastructure. The
increasing incomes associated with urbanization alsoc permit a
higher 1level of environmental protection because critical
infrastructure, such as waste treatment plants, becomes more
affordable. Latest statistics indicate that over 50 percent of the
population live in urban areas; over the next 10-15 years, that
figure is projected to increase by another 10 percent. The most
rapidly increasing concentrations (some at greater than 4 percent
per year) are the small and medium sized cities, which are also
those with the least capability and resources to provide basic
environmental services to a growing population. At a time when
modernization of the state 1is dictating an increasing
decentralization and municipal responsibility, such rates of growth
could render municipal services useless and unsustainable, if not
accompanied by stronger municipal environmental management.

However, despite increased investments during the last three years
in policy reforms and in programs by local NGOs and government
agencies, the country's incipient strategies for dealing with these
green and brown environmental issues beg to be strengthened.

The Mission's strategy to increasingly enable Ecuador to protect
its environment has been crafted to serve both medium and long-term
goals. The long-term goal will be achieved when all Ecuadorians
value biodiversity and a pollution-free environment, and exercise
through a broad range of organizations and mechanisms (legal,
regulatory, research, policy dialogue), their individual and
collective stewardship over these resources, in a manner which is
economically, socially and politically sustainable.

The Mission's strategy to enable the achievement of a medium-term
goal addresses the transitional but critical period during which
the fate of Ecuador's unique natural resource base will be less

secure. The potential to address burgeoning pollution and
environmental health issues will be under constant threat from many
directions, some known, but others unforeseen. The Program
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Outcomes: (1) improved environmental policies and implementation;
(2) dimproved management of natural resource and biodiversity
activities in selected areas; and (3) improved practices for
peliution control and urban environmental management in selected
areas, and related Program Outcomes under SO 1 and SO 2 allow the
Mission to support activities which address tractable problems with
clear and tangible results and which demonstrate reasonable
outcomes in relation to their cost. The strategy is furthermore
crafted to assist Ecuador in meeting the policy reforms which are
conditions precedent to the disbursement of approved IDB and World
Bank loans designed to achieve the long range goals described
above. The ease of Mission access to a broad array of top quality
technical assistance through the Global Bureau has immensely
facilitated our ability to respond quickly, effectively and cost-
efficiently to achieve the strategic program outcomes and enable
Ecuador to increasingly meet its medium-term environmental goals.

2. Mission Performance on Strategic Objective
PO 1: Improved environmental policies and implementation

Following 18 months of arduous negotiation, analysis, innumerable
workshops, seminars, and the wide dissemination and publication of
interim working documents, the Presidential Environmental Advisory
Commission (CAAM) published and distributed the final draft of the
National Environmental Action Plan. The 155 page document will be
the centerpiece for discussion and ratification at the Second
National Environmental Congress (the first occurred in 1988), to be
convened April 25 through 28, 1995.

The Congress, jointly sponsored by the CAAM and the Ecuadorian
Environmental Defense Council (CEDENMA - an umbrella PVO grouping
over 50 environmental NGOs) and organized by Ecuador's 6,000 member
Fundacion Natura, will provide a forum for the presentation of
scientific analyses of environmental issues and concerns, but more
importantly, will provide an imprimatur of national consensus
regarding the official adoption and publication of the Action Plan
by the Ecuadorian government. The Plan provides a national
blueprint for environmental policies and actions to be undertaken
across every sector, defining problems, their source and cause, and
options for their remediation. The most outstanding feature of the
Plan was the participation by every governmental agency in its
elaboration, and thus, their commitment to operationalizing the
Plan (rather than establishing yet another governmental bureaucracy
charged with protecting the environment).

Equally noteworthy is the cost-effective investment by the Mission
which culminated in the completion of the Plan over this 18 month
period: $275,000 for initial technical assistance from the World
Resources Institute through a buy-in to the Center for
International Development and the Environment {(936-5517), and an
additional $250,000 Limited Scope Grant Agreement with CAAM to
contract technical assistance, prepare for the Environmental
Congress, begin follow-on activities related to drafting and
passage of a new Natural Resources Law (based in large part upon
the Environmental Action Plan), conduct three pesticide management
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workshops, and to partially cover the start-up costs to develop an
oil clean-up fund (with EPA assistance) and a national
environmental action trust fund. The initial $250,000 USAID
investment and close mission coordination with other donors
(leading to the creation of the CAAM) triggered the release of a
$1.05 millicon loan by the IDB (matched with $400,000 of GOE funds)
to establish an environmental technical support unit within the
National Planning Office (CONADE). The purpose of the unit, as
counterpart to the CAAM policy reform effort, is to provide
analytical support to each of the governmental agencies as they
implement the Environmental Action Plan within their sector.

The positive impact of the Plan is projected to be especially
strong among indigenous communities in the Amazonian basin, where
petroleum exploration and mining activities are concentrated, and
among the Chachi and Afro-Ecuadorian indigenous communities in the
northwest, where remaining tracts of native forest and 300 year-old
mangrove habitat are threatened by commercial timber and shrimp-
pond interests.

PO 2: Improved management of natural resource and biodiversity
activities in selected areas

Twenty-four "para-biologists" completed their four month intensive
training program under the auspices of Ecociencia, which according
to the mid-term outside evaluation of the Mission's Sustainable
Uses for Biological Resources (SUBIR) project, has become Ecuador's
"premier biological research and training institution®. This
project supported activity, similar to the "para-legal" training
program, drew upon candidates nominated by fourteen indigenous
communities located within and nearby Ecuador's largest ecological
reserves in the Amazonian, highlands and northwest coastal regions.
These para-biologists (and future trainees) serve their communities
to reinforce eco-tourism activities (training other community
members as trail guides), to provide local expert, low-cost
technical assistance for the preparation of environmental impact
assessment, management, and biodiversity monitoring plans now
legally required from petroleum and timber harvesting investors,
and to provide a community-based, technically trained resource to
ensure compliance with the environmental management plans
subscribed by the investors.

The modest financial support from the SUBIR project has helped to
strengthen the five-year old Ecociencia, an NGO which has guickly
gained a solid national and international reputation. Their
intensive training of community level para-biologists has extended
the effective "reach" of their bioclogical research capability far
beyond the traditionally urban-based confines of Ecuador's
scientists, and lays the groundwork for a much more aggressive
mission strategy in 1996-97 to support the implementation of the
new Environmental Action Plan and Natural Resources Law (now in
draft). Active mission coordination with the National Forestry and
Parks Agency (INEFAN) and the World Bank managed Global
Environmental Facility (GEF) has leveraged a $7.2 million grant to
fortify Ecuador's national system of protected areas and ecological
reserves, which will be used primarily to support and strengthen
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the role of NGOs like Ecoeciencia. The GOE is contributing an
additional $1.5 million to this activity.

PO 3: Improved practices for pollution control and urban
environmental management in selected areas

Within 12 months, a very modest initial mission investment of
$300,000 has enabled the OIKOS Foundation to establish itself as
the country's leading NGO to promote the adoption of improved
technologies addressing industrial pollution problems, either by
prevention techniques or by reducing costs of proposed solutions.
The Foundation has established its presence and developed a unique
operational plan through formal contracts with national, regional
and municipal chambers of industry and commerce (including the
Ecuadorian-American Chamber in Quito), municipal governments, and
the CAAM and environmental NGOs. Three full PPDAs (pcllution
prevention diagnostic assessments) have been completed for a
tannery complex and two auto assembly firms, selected from 35 pre-
assessnments. : '

A mission buy-in to the
Environmental Pollution
Prevention Project (EP3 936~
5559) has provided OIKOS with
expert and timely technical
assistance, enabling the
Foundation to establish an
Ecuadorian Pollution Prevention
Program (a "local EP3" unit).
Additional strategic program
outcomes were dramatic, as
Ecuador's fourth largest and
second fastest growing city,
Machala, moved aggressively
forward to legally modify its
ordinances, in order to
- modernize water, sewage and solid waste services, and to
institutionalize rational, budget-based decision making. over
fifty percent of the municipal residents do not receive garbage
collection services and only 25 percent receive adequate water
coverage. The mini-garbage collection companies, to be mostly
owned and operated by the barrjo residents they serve, will utilize
tricycles to service the hard to access city streets, The
achievement of this strategic activity is closely coordinated among
the Mission's Agriculture/Natural Resources Office, the General
Development Office's Health and Family Planning Division, and the
Regional Housing and Urban Development Office (RHUDO) located in
the Quito mission. A Peace Corps Volunteer working in the city's
Department of Planning has been instrumental in guiding Machala's
efforts to access financing for infrastructure through the
Municipal Development Fund, which was established under a $300
million, five-year IDB/World Bank 1loan to the Ecuadorian
Development Bank.
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3. Economic and Political Developments

The strategic achievements of the CAAM could not have been obtained
in the absence of a concerted GOE policy to modernize the country's
social and economic base (described above, in Section I B - Current
Trends.) Simultaneously, the passage of the new Agrarian
Development Law in July to strengthen the inviolability of land
tenure and property rights, the removal of legislative agricultural
commodity price, quantity and import/export controls, and the
passage of commodity producer association legislation (all of which
are described above, in Section II A - SO 1), are expected to have
a direct, positive impact upon rural economic growth, and thus the
increased, sustainable use of natural resources and the
conservation of biological diversity.

4. Poverty Reduction

Achievement of the SO is closely linked to the reduction of poverty
in and around the protected areas. Strategic activities
incorporated into the SUBIR project include the testing and
development of community-based economic models to promote eco-
tourism (e.g. the completion of environmental information centers
in communities adjacent to ecological reserves), the sustainable
utilization (and increased value~added processing) of forest and
non-forest products (e.g. the production and processing of weed-
palm woven baskets in the northwest), the delineation of community
property rights and sustainable forest management plans (63 percent
of the plans have been completed), and the introduction of
technologies to reduce environmental contamination while increasing
- the value of the product (e.g. elimination of lead in handicrafts
and "clean" processing of sisal in villages adjacent to the
Cotacachi-Cayapas Ecological reserve).

5. 'Eighlights of Results of Mission Activities

. Publication and wide distribution of 155 page National Environmental
Action Plan final draft by the Presidential Environmental Advisory
Commission (CAAN);

) Fees collected from users of national parks and dedicated to paék
management increased from $500,000 (1993 Base Year) to $2,190,000 in 1994,
in spite of downturn in Galfpagos tourism;

) Number of communities adopting models of non-destructive natural resource
use increased from 3 to 17 in 1994.

L Number of local organizations managing biological resources effectively
(based upon BUBIR Design diagnostic study) increaszsed from 13 to 47 in
1994;

. Twenty-four “para-biologists* from seven ethnic groups located in and

around three major scolagical reserves trained by ECOCIENCIA to provide
local expert environmental impact assessment technical assistance;

. Fourteen “"para-legals™ from seven indigenous communities located in and
around three major ecological reserves completed eight-month course
recogniszsed by Quito Bar Association and now actively pursuing recognition
of communal property rights and demarcation of protected areas in order to
implement sustainable-use management plans.
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7.

Ecuadorian Environmental Pollution Prevention Project launched by IS
Foundation;

Legislative and regulatory modification of City of Machala s legal charter
to apply cost recovery and modern management technigques to water, sewage
and s0lid waste services;

Completion of three pollution-prevention diagnostic assessments by OIKOS
Foundation, chosen from among 35 pre-assessments made for different
industrial sectors;

First natiomal seminar on plant-animal guarantine plan for Galépagos
Islands held by Charles Darwin PFoundation, Ministry of Agriculture,
National Forestry and Parks Agency, Sub-Secrstariat of Fisheries, and
CARM .

RHUDO/SA's Regional Disaster Advisor coordinated U.S. Forest Service

response to help contain major wildfire on largest of Galipagos Ixzlands,
which threatened unique wildlife and their acosystems;

Table 1: B8trategic Objective Program Tree (Attached)

Table 2: 8trategic Objective Performance (Attached)
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III. FY 96-97 PROGRAM PLANS AND RESOURCE REQUIREMENTS

A. Program/Activity Overview

Mission Strateqic Objective 1: Increase Sustainable
Economic Development for

a Broad Base of the
Population.

In the FY 95-96 Action plan, the Mission presented a new S0 1, with
the Program Outcomes of: (1) Improved economic and social policies;
and (2) Expanded opportunities and participation by selected low-
income groups in a growing market economy. As outlined in last
year's Action Plan, successful trade and investment activities
phased out and mature agricultural projects are ending during 1995
in accordance with PACDs. To implement the new SO and its Program
Outcomes, the Mission completed a comprehensive redesign of the
Policy Dialogue and Implementation project in August, 1994 and
during 1995 will be completing the design of the Microenterprise
Assistance and Strengthening project.

1. Inproved Social and Economic Pelicies

The purpose of the redesigned Policy Dialogue and Implementation
Project is to strengthen the Ecuadorlan capacity to formulate and
implement improved social, democratic and economic policy reforms.
The project is the Mission's chief means of achieving PO 1 from now
until the end of 1998. The project will develop and initially
implement a social policy reform agenda which includes the
following elements: targeting of benefits on the poor, cost
recovery, - rationalizing the public/private sector roles,
decentralization and privatization of the delivery of services. To
deepen economic reforms, the project will help Ecuador achieve
significant progress in implementing major privatization and in
preparing the policy and 1legal framework for accession to
henispheric free trade arrangements, as well as improving the
policy framework for microenterprise development.

The project has as its premise that policy reform is generally a
sequential process starting with analysis and consciousness-raising
and ending with definition of reforms, advocacy and implementation.
Accordingly, it was planned that four components (INCAE, FE,
technical assistance and training) would play a role in this
process. In late 1994 and early 1995, the Mission signed
Cooperative Agreements with INCAE and FE. INCAE 1is an
international academic institution with a proven record -in policy
analysis, conducting seminars and workshops, and consciousness
raising from a "neutral" stance. Fundacion Ecuador, extremely
influential at the highest levels of the Ecuadorian public and
private sector, has a proven record in policy advocacy and some
experience with seminars and workshops. While INCAE has a strong
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Strategic Objective Performance

role in the more objective first steps of the policy dialogue
process, Fundacion Ecuador will be more invelved in the last steps,
especially advocacy of specific reforms. INCAE and Fundacion
Ecuador have together worked out a Memorandum of Understanding on
Coordination which will be signed in March, 1995.

From 1995 through 1998, a period encompassing the Action Plan years
96-97, INCAE and the FE will assist the GOE and Ecuadorian private
sector in making reforms in the social sectors: education, health,
social security, housing, municipal development, and
decentralization. As stated above, this will be accomplished
primarily through helping the GOE develop and initially implement
a coherent social policy agenda which contains the basic elements
listed above. The most important outputs include: (1)
dissemination of a comprehensive social policy agenda; (2)
dissemination of municipal development and decentralization agenda;
(3) dissemination of a education reform agenda; (4) implementation
of strategies to improve the targeting of housing subsidies to the
poor; (S5) modernization of the labor market; (6) improvement of
policies to expand credit to microenterprises; and, (7) improvement
and expansion of property rights and ownership in the informal
sector and among poverty groups. These activities are directly
responsive to the Summit of the Amerlcas Plan of Action
recommendations on poverty eradication.

In the area of economic reform, INCAE and FE will engage in further
analysis and consensus-building in the themes of privatization,
free trade area of the Americas (including Intellectual Property
Rights, and other prerequisites for free trade), and the
continuance of important structural reforms. Some of the important
outputs include: (1) a deeper understanding and accelerated
implementation modernization of the state, economic liberalization
and privatization; (2) accelerated privatization of major state-
owned enterprises; (3) increased knowledge of NAFTA, GATT and other
Free Trade Agreements; and, (4) better understanding of the
linkages between economic 1liberalization and improved income
distribution and poverty reduction. This will enable Ecuador to
implement many of the recommendations in the Summit of the Americas
Plan of Action.

A very important 1996 activity encompassing both social and
economic policy reform will be Fundacion Ecuador and INCAE
assistance to the key political parties to define their social and
economic policy agendas in anticipation of the 1996 presidential
election. While INCAE academicians will conduct analyses and
seminars, FE will continue to bring international experts to
facilitate the national debate and assist the GOE to define its
social and economic development programs.

2. Education Reform: A unique opportunity
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Within the social policy reform efforts described above, education
reform presents a unique opportunity for USAID to intervene in a
sector seriously constraining broad-based development and in need
of basic reform to "set the stage" for other donors. Currently,
the IBRD and the IDB finance an assistance portfolio with the
Ministry of Education at the primary level of approximately $140
million. These activities are traditional interventions such as:
curriculum reform, including development and procurement of
textbhooks and teaching materials in grades one through nine,
teacher training, and improving general management practices.

Despite large assistance levels, the ministry is not using all
these resources effectively. This is primarily due to the lack of
a coherent education policy framework. The result is that the
quality of Ecuadorian education is generally poor and unresponsive.

With the Fundacion Ecuador, USAID can be highly catalytic with
small amounts of funding by helping to create the environment for
a national consensus on education priorities. The FE will help
develop a coherent national policy framework for improving the
¢uality and effectiveness of primary and secondary education. The
policy framework will have a medium to long-term view meant to
cuide educational policies and priorities for a 15 to 20 year
period, and will set the stage for multilateral donors with a
coherent and consistent educational policy framework appropriate to
Ecuador's economic development needs. The Mission and the IDB have
already agreed wupon USAID's role in preparing the policy
environment to facilitate IDB assistance.

The work on preparing the policy framework will be done by FE,
supported by technical assistance under the Education and Human
Resources Technical Services (EHRTS) and ABEL-II projects, both
managed by Center for Human Capacity Development. Currently, EHRTS
is providing technical assistance to the FE to develop a policy
specific study of the educational crisis in Ecuador.

During 1996 and 1997, the Mission expects the following policy
reforms to be introduced by the Fundacién Ecuador with continued
assistance from EHRTS and ABEL-II: Decentralization of education,
including local control of teacher pay and transfer of school
building and grounds to 1local communities, reduction of
disproportionate subsidies favoring public university education to
the detriment of universal primary education, increased private
sector delivery of public education, introduction of new funding
mechanisms on a pilot basis, such as school vouchers and community
grants, and increased accountability throughout the education
sector.

3. Expanding Opportunities for Low Income Groups Income and
Participation by Low Income Groups '

In Ecuador, millions of low-income people pursuing entrepreneurial
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activities are largely ignored by the formal sector. They lack
access to the services that enable them to participate fully in the
economic life of Ecuador. Among the most important services are
savings and credit, i.e., financial services.

USAID/Ecuador is designing a $5 million project to bring quality
financial services to the poor and, thereby, to help the poor build
stronger enterprises which ultimately better their incomes and
quality of life. The Microenterprise Assistance and Strengthening
project will be the primary means of achieving SO 1, PO No. 2. The
MAS Project will focus upon two central concepts, outreach and
financial sustainability. Outreach aims a providing large numbers
of poor people (including the very poor and women) access to
gquality financial services. Financial sustainability refers to the
creation of institutions that become independent of continuing
inputs from government, international agencies or charitable
organizations. Both of these concepts are important organizing
principles for our microenterprise finance project.

The Fundacion Ecuatoriana del Desarrollo (FED), a microenterprise
NGO supported by ACCION International has 30 branches throughout
Ecuador providing credit with average loan amounts of $350 per
microentrepreneur/borrower. Working with ACCION International and
FED, the Project will establish Ecuador's first licensed, leveraged
financial institution aimed at providing exponentially-increased
financial services to Ecuador's poor people.

Under the project, FED will establish a licensed finance company
(financiera) in 1995 and (similar to BancoSol in Bolivia) establish
a "microenterprise bank" in 1997. The project will provide equity
investment funds through ACCION International as well as technical
assistance and training support to FED and its clients.

The MAS Results Package will assess the feasibility of providing
similar support to an association of NGOs offering financial
services to the microenterprise sector in Ecuador. This
association, ASOMICRO, has a more limited operating history and is
comprised of seven NGOs with substantially smaller loan portfolios
than FED.

The Mission also anticipates offering a third component to the MAS
Results Package which will be aimed at responding to the needs of
Ecuador's poorest people. This component will support a village
banking program comparable to models established in other Latin
American countries by FINCA, Project Hope, ProMujer and Catholic
Relief Services. The feasibility of the second and third
components will be carefully examined during the intensive design
of the activity to take place beginning June 1995.

USAID/Ecuador's microenterprise development Results Package will
seek co-financing from the Global Bureau's $85 million
Microenterprise Innovation Project (MIP). Utilizing MIP's OYB
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transfer and buy-in contract mechanisms, the MAS and MIP financial
resources and technical assistance/training services can broaden
the outreach, operational efficiency, and self-sufficiency
(profitability) of licensed, leveraged financial service
institutions in Ecuador.

4. Follow-up to Important Agricultural Policy Achievements

The PACD for both public and private sector strategic activities
under the Ag Sector Reorientation Project was extended through
July, 1995, in order to facilitate the achievement of program
outcomes. The non-funded extension of activities will enable the
Ministry of Agriculture's new Policy Sub-secretariat to "bridge"
into a $20 million World Bank project 1loan to continue
strengthening the data collection and analysis, and to undertake
icuador's first complete ag census since 1972. Funding for pre-
project technical assistance and essential staff support is being
furnished through the Mission and PL480's (Section 416) Technical
Secretariat.

Simultaneously, the non-funded extension will allow the project
funded IDEA Foundation to complete, publish, disseminate and
advocate reforms (through workshops, seminars and media campaigns)
five policy-based analyses, including the new Agrarian Law
regulations, rural financial intermediation, the impact of soil
cquality on land use legislation, public and private investments in
irrigation, and the impact of sectoral policies on agricultural
commodity trade and agro-industrial processing.

At the request of the Minister of Agriculture, the Mission will
fund through PD&S an inventory of all current and soon to be
completed analyses of the sector, determine critical gaps, and
establish the terms of reference for an update of the valuable 1990
agricultural sector analysis. This major update, hopefully to be
funded through the IDB's sector 1loan, will serve as a policy
bklueprint for the 1996-2000 incoming administration, much as the
orlglnal 1990 sector analysis laid the foundation for the 1ast five
year's modernization program.

issi Strateqic jecti : Reduce Levels ‘of
Mortality and PFertility
to Levels which are
Commensurate with
Sustainable Development.

The SO statement has been modified slightly since last year. The
previous statement was ‘"increase use, effectiveness, and
sustainability of selected health and family planning services".

The new statement is "reduce levels of mortality and fertility to
levels which are commensurate with sustainable development™. This
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slight modification was made in light of the S0's increasing focus
on the policy process and the focus on reproductive health as a
result of the Cairo Conference. The new SO statement also brings
this SO more in line with Agency and LAC strategies. Two of the
program outcomes have been changed to reflect changes in the child
Survival Project. In particular, the indicators reflect the fact
that USAID's assistance will shift towards support for private
sector provision of public services. Finally, the target date for
the SO has been expanded to the year 2000. This brings the targets
in line with many of the GOE and international documents which have
explicit goals and objectives.

The activities which will support the achievement of the SO during
FY 96-97 are as follows:

Child Survival and Health (518-0081): The redesign of this

activity, which began last year, was completed early in this fiscal
Year. The Project Paper Amendment was signed by the Mission
Director on July 19, 1994. The amended Project Agreement was signed
by GOE counterparts on February 23, 1995. The redesign takes into
account the GOE's new policy directions, the start up of the World
Bank sector loan, new USAID strategies in child survival, and the
external evaluation which took place in late 1993. The redesigned
project extends the life of the project to May 1999 and increases
USAID funding from $12.2 million to $18.0 million. The essence of
the redesigned activity will be to focus on the implementation of
health sector reform through experimental models for the provision
of primary health care and through policy analysis and advocacy.
USAID's partners in this activity will include the Ministry of
Public Health, CARE, and CEPAR. CARE will take the lead in
identifying and supporting experimental models in primary health
care. The focus will be on NGO and other private sector initiatives
that will contribute to expanding the coverage of primary health
care services and that the potential of being sustainable in the
long run. CEPAR's responsibility will be to carry out policy
analysis and advocacy activities. The policy agenda which CEPAR
will follow is based on the need for targeting subsidies and for
clarifying roles definitions among the various actors in the health
sector. '

and Fami Plannin 518-~0084): A mid-term evaluation of
this activity was carried out in 1late 1994. The evaluation
highlighted the success of the activity and particularly the
progress strength that the family planning institutions had
achieved during the past three years. A number of minor mid-term
corrections were recommended, and these will be implemented
immediately. At the same time, the Mission has decided to plan for
a new activity in family planning beginning FY 97. This new
activity, described below, will wrap up ten years of support for a
"graduation" towards an independent and sustainable nationwide
family planning program, which includes sustainable NGO's, and
strong and positive policy environment, and an effective public
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activities are largely carried out by Ecuador's leading justice
reform NGO, the Corporacidén Latinoamericanc para el Desarrollo
(CLD) . Examples include CLD's on-going public information and
education campaign on anti-corruption carried out through
newspapers, and its establishment of Alternative Dispute Resolution
(ADR) sections in its Quito and Guayaquil offices.

"Structural reform and legal system reform" strategies involve both
the Justice Sector Working Groups (JSWG) and CLD. The JSWG and
CLD, continues pioneering work in analyzing existing law and
judicial process and proposing appropriate changes in order to
modernize the system and make it more responsive and transparent.
Examples include a proposal to introduce the "oral procedure",
administrative and financial management training for judges, and
improvements in caseload management, such as the court system's
utililization of CLD's highly successful electronic database for
"detainees" awaiting trial. All of these activities illustrate a
public and private sector generally receptive to the need for
modernization of the justice sector and a willingness on the part
of the GOE and elements of the private sector to bring about such
changes.

In FY 96, the Justice Reform Support project will terminate.
However, through the planned Justice Sector Program (JSP) Results
Package, the Mission plans to continue supporting the process of
Ecuadorian judicial reform efforts in several major ares. These
areas include: continued cooperation with and support for public.
sector efforts to accelerate judicial reform; activities to
modernize the administration and management of justice sector
institutions; and, a activities which support NGOs' objectives in
constituency building, anti-corruption, promotion of human rights,
increased access to the justice system, and public education and
technical support to the reform process.

The new Justice Sector Program will provide the foundation for
continued efforts to build on the significant progress already
achieved in the justice sector. Specifically, the JSP will lend
critical support to the public and private sectors to bring about
additional improvements in the overall status of the administration
of justice in Ecuador. The two components of the JSP are: 1)
accelerated implementation of judicial reforms, improvements in the
management and administration of justice sector institutions, and
both upgraded training and training in new areas of key personnel
in the justice sector, and: 2) support for NGOs carrying out public
information and education programs which advocate the need for
judicial reform, major improvements in the administration of
justice, including anti-corruption activities, and support for
greater transparency of the justice system and human rights.

The first component will support the full implementation of
secondary and ancillary legislation necessary to fully implement
judicial (constitutional) reforms passed in 1992. Also, technical
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assistance for key administrative and management improvement needs
will be provided. Finally, the project will seek to
institutionalize much needed training in the judicial sector.

The main elements of the second component will be advocacy and
constituency building for judicial reform. Efforts will be made to
garner greater public and private sector support for the need to
modernize the justice system, make it transparent and make its
benefits readily accessible to the citizenry. In achieving these
reforms, the judicial sector is expected to greatly improve its
hitherto poor public image. '

The Justice Sector Program project design will be initiated in
early FY 96. At that time, following an international donors's
meeting in Ecuador to review, approve and begin implementation of
the recently prepared Justice Sector Action Plan, the Mission will
have specific information on World Bank, IDB and other donors'
intentions in the justice sector. Accordingly, the Mission will be
able to ensure a JSP design which takes into full account the plans
of the two largest donor agencies in Ecuador.

The Justice Sector Working Groups (in Quito and Guayaquil) will
continue to serve as the senior advisor and coordinator in the
judicial reform process, especially in the area of donor
coordination. The GOE's comprehensive Justice Sector Action Plan
(JSAP), recently prepared and approved by the Justice Sector
Working Groups, presents the first opportunity - for the
international donor community to make coordinated decisions on
their participation in meeting justice sector needs based on a
clear identification of sector requirements. The JSAP will be
presented in the near future at a donors' meeting for discussion,
approval, funding and implementation.

During the period covered by this Action Plan, the Mission's
program in support of SO 3 expects to derive new and important
benefits through a partnership now underway with the Democracy
Center in the Global Bureau. The Mission and the Center intend to
sign agreements which will allow USAID/Ecuador to utilize
significant amounts of funds from regional AOJ projects under the
aegis of G/DG. Through this mechanism, key players in Ecuador's
public and private sectors will benefit from attendance at
conferences and seminars dedicated to such topics as Alternative
Dispute Resolution, Oral Process, Legal Services for the Poor, and
criminal pre-trial detention. In addition, with assistance from
American University (The Democracy Projects) and D/DG, the Mission
plans to carry out a new and vital program intended to advance
civil-military relations.

In FY 96, CLASP/EDSP (518-«0091) and RTAC II (518-0095) also will
terminate. However, three of the strongest aspects of CLASP, viz.
its support of all Mission S0s, selection of leaders and potential
leaders, and emphasis on women's participation, will be embodied
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under the Mission's Training for Development Project (518-0118),
planned for design in FY 96 and obligation in FY 97.

RTAC II will also terminate in FY 96. The project's revolving
fund, pricing structure and administration ensure that high-
quality, low-priced university textbooks will continue to be
available. The Mission will continue to provide training in how to
use textbooks in the classroom. Through these activities, the
Mission will remain dedicated to increasing citizen participation
in democratic institutions.

Mission Strategic Objective 4: Promote the Sustainable

Use of Natural Resources,
the Conservation of
Biological Diversity, and
the Control of Pollution.

As projected in last year's Action Plan, the Mission expanded SO 4
to incorporate pollution prevention activities which address our
partners' priorities, but which are also tractable and demonstrate
reasonable outcomes in relation to their cost. The three program
outcomes and their indicators remain viable for charting strategic
achievements in both the medium and long term.

The 1994 outside evaluation of Phase I of the SUBIR project has
enabled the Mission to streamline the project's management
structure, focus project activities upon achievable outcomes,
increase public and private sector coordination, establish
participant-based project monitoring systems, fund four Ph.D.
participants in environmental economics, leverage other donor
funding to help achieve the strategic outcomes, and set the stage
for increased mission concentration upon policy reform based
strategies in 1997. These modifications are incorporated into a
Project Paper Amendment, a new Amendment to the Cooperative
Agreement with CARE, a new Cooperative Agreement with The Nature
Conservancy, Memorandums of Understanding with the National
Forestry and Parks Agency (INEFAN), a Limited Scope Grant Agreement
with the Presidential Environmental Advisory Commission (CAAM) and
the OIKOS Foundation, and buy-ins to USAID's centrally funded EP3
and Greencom projects.

In 1996 and 1997, the Mission will continue to provide core support
through CARE to several of Ecuador's leading environmental NGOs
such as Ecociencia and the Jatun Sacha Foundation, and through The
Nature Conservancy to the Antisana National Park Foundation
(FUNAN). Other SUBIR funded partners include the Oikos Foundation
and the Presidential Environmental Advisory Commission (CAMM). The
Mission will seek Environmental Initiative of the Americas (EIA)
core funds to provide technical assistance to each of these local
partners, through the existing EP3 and Greencom project agreements.
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Originally designed as a 10-year initiative, the SUBIR Project
Paper was approved by USAID/Ecuador on August 14, 1991 for a total
of $20 million, with a planned life of Project funding from USAID
of $15 million. The project was initially authorized for $9
million over a six year period. The initial three year Phase I of
the project was implemented by a consortium under CARE which also
included The Nature Conservancy and the Wildlife Conservation
Society (WCS). Based upon the June, 1994 evaluation of Phase I and
the Mission's incorporation of pollution control and prevention-
activities into SO 4, Phase II of project (scheduled to end on
September, 1997, except for PhD Training element, which is
September, 1998) has been re~engineered to streamline project
implementation and to support activities which address all three of
the Program outcomes.

Prior to the end of Phase 1I, the Mission will initiate design
activities to finalize the establishment of an 0il Clean-up Trust
Fund, to address remaining (but tractable) constraints to the
implementation of the 1995 Environmental Action Plan, to assist in
establishing a national Environmental Trust Fund, to encourage
increased private and public sector (including international donor)
implementation of environmental impact assessment and monitoring
plans incorporating community level participation (utilizing the
SUBIR-trained para-legals and para-biologists from indigenous
communities within and bordering the national parks and ecological
reserves), and to extend nationwide the adoption of successful
pollution prevention/management models adopted by municipal
governments, regional chambers of industry, trade organizations and
selected industries. The 50 Program Tree (Table 1) and Indicators
(Table 2) have been modified to reflect these projected activities.

The Mission will present five activity proposals for EIA funding.
These will be:

(1) The Implementatjon of a Natiocnal Environmental Action Plap will
assist the GOE's Presidential Environmental Advisory Commission
(CARM) and selected NGOs in the implementation of key elements
contained in the National Environmental Action Plan. It will be
implemented through in By~-ins to: EP3 Project, Greencom Project,
EPAT Project, LACTECH Project, and IPM CRSP (totalling $939,000).
The local implementation will be coordinated through the CAAM,

{(2) e Es shment a ta e us nd b

Pollution Prevention Projeet in Ecuador activity will be
implemented through a Buy-in to the EP3 Project ($500,000). The
local implementation will be coordinated through the OIKOS

Foundation.

(3) e Ecua atj ess tigatio Urba
Vehicle Emissions ggg Hospital and Mug;g;pgl Solid Wastgg will

prevent urban and industrial pollution through support of specific
activities. It will be implemented through a Buy-in to the EP3
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Project ($485,000) plus core funding from EP3. Local
implementation will be coordinated through the OIKOS Foundation,
with a municipality of Quito and local hospitals.

(4) The_Sustainable Use of the Galapagos Marine Resources will
strengthen 1local collaboration and consensus for sustainable

management of the Galapagos Marine Reserve. It will be implemented
through Buy-ins to: Greencom, The Conservation of Biodiversity
Project, and the 1Institute for Contemporary Studies Project
($500,000). Local implementation will be coordinated by the
Charles Darwin Foundation.

(5) Under the Quito Air Qualjty Initiative Component of an IDB loan

Los Alamos is seen as critical for implementation due to its unique
experience in México City and Santiago de Chile in Air Quality
monitoring, modelling, and analysis. This depth of experience
working on air pollution modelling and analysis in Latinamerica is
unavailable from any other source. However, owing to the IDB's
non-competitive procurement regulations that require that
cooperating institution contribute to the activity, the IDB cannot
fully fund the work to be done by Los Alamos. Under this proposal,
USAID could provide Los Alamos with the reguired $95,000 of
cooperating institution funds. The USAID contribution will fund to
key elements of the Quito Air Quality Initiative: training for
municipal officials in technical for wusing the model to be
developed by the project to analysis the alternative for reducing
air pollution.

B. New Activity Description

1. Basic Data

Activity Title: Population and Family Planning
III: Reproductive Health

Activity Number 518~0122

Funding Source Identified; Population Funds

Duration: FY 1997 - FY 2000

Proposed ILOA Funding:
G Bureau Field Support: $ 2.0 million
Contraceptive Procurement: $ 3.0 million
Mission Obligation: $ 7.0 million
TOTAL LOA FUNDING: $12.0 million

2. S8trategic Fit with Agency/Bureau Goal

The USAID strategy for sustainable development, approved in March
1994, points to five conditions that indicate a lasting indigenous
capacity to manage social change effectively and sustain
development progress. One of the five conditions points to " ... a
rate of population growth that is consistent with the economics and
ecological carrying capacity of countries and regions...".
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Likewise, in the USAID/LAC document e Strateqic Role o© .S,
Assistance jn the Americas, one of the four basic requirements
necessary in order that the process of economic and social
advancement be sustained over the long run includes demographic
sustainability, defined as "...creating the conditions under which
- their citizens can have smaller, healthier, and better educated

families, thus contributing to greater human development and easing
pressures on the environment ..."

The proposed Population and Family Planning III (PFP~III) activity
is consonant with Agency goals and strategies. PFP-III will
contribute to the expansion and sustainability of family planning
and reproductive health services both in the public and private
sectors. Activities contemplated within PFP-III will focus on the
implementation of the Plan of Action of the Cairo Population
Conference and of the relevant components delineated in the Summit
0of the Americas Plan of Action. In particular, PFP-III will promote
the concept of reproductive health and will support activities in
pre-natal care, post-partum care, family planning, prevention of
sexually transmitted diseases including AIDS (STD/AIDS), and
reductions in maternal mortality.

The Life of Activity is planned for three years. The end of the
activity will terminate ten years of "graduation" assistance to the
two local family planning organizations. The end date of 2000 will
also provide sufficient time to allow for measurement of results
not only in terms of the country program, but also in terms of the
country program's contribution towards achievement of Cairo
Population Conference Plan of Action.

3. Consistency with Mission Btrategy

This activity will be an important contribution to the Mission's SO
2 .

A. Activity Goal: The goal of the activity is to promote the
freedom and right of couples to choose the number and spacing of
children they desire and to reduce the risks of maternal mortality
associated with pre-natal and post-partum care and prevention of
STD/AIDS. The verifiable indicators are total fertility rate and
maternal mortality rate.

B. Activity Purpose: The purpose of the activity is to increase the
use, effectiveness and sustainability of reproductive health
services - in Ecuador. The verifiable indicators will be
contraceptive prevalence rate, percent of institutional deliveries,
and knowledge, attitude, and practice regarding HIV/AIDS.

C. Brief Description of Activity Components: PFP-III will support

a two-pronged approach to reproductive health: First, it will
solidify the gains made in private sector family planning delivery
" to the point where the two main beneficiary organizations, APROFE
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and CEMOPLAF, will graduate from USAID support during the life of
this activity. Second, PFP-III will assist the Government of
Ecuador in implementing the Plan of Action of the Cairo Population
Conference and the Population Plan of Action of Ecuador. 1In this
regard, the strategic approach will be ocne of expanding the access
and improving the quality of reproductive health services which
will include pre-natal and post-partum care, family planning, and
prevention of STD/AIDS.

The PFP-III activity consists of three components:

(1) Private Sector Sustainability. Through this component, USAID
will continue to provide support to the two leading family planning
NGOs, APROFE and CEMOPLAF, but will do so with the objective of
graduating the two organizations from USAID support. The two
organizations have already achieved a level of cost recovery above
60 percent, both have embarked on a series of cross-subsidization,
and both have instituted innovative management techniques to
improve efficiencies. PFP-III will solidify the gains made by both
organizations with continued capitalization of an endowment fund,
the establishment of a rotating fund for contraceptive procurement,
and further strengthening of cross subsidies and social marketing.
PFP-III will also support the NGOs' activities in integrated
reproductive health, but will do so only to the extent that these
activities become self- financing.

(2) Public Sector Reproductjve Health. Through this component,
USAID will support the Ministry of Health in its efforts to improve

the coverage and quality of reproductive health services. USAID
will program activities jointly with UNFPA in order to ensure
economies of scale. Even as levels of infant mortality have
declined significantly over the past fifteen years, the levels of
maternal mortality remain unacceptably high. The estimates as of
1993 indicate a national maternal mortality rate of 130 per 100,000
live births, one of the highest in Latin America. The First Lady,
through the Institute for the Child and the Family (Instituto para
el Nifio y la Familia - INNFA) and the Minister of Health have
proclaimed maternal mortality as a major area for intervention.
USAID through PFP-III will support the GOE's initiative in this
area through the provision of technical assistance. USAID will also
support the MOH's Medium Term Strategy for prevention of STDs and
HIV/AIDS. PFP-III's activities will include the provision of
limited technical assistance and contraceptives (condoms).

(3) Policy Support. Through this component, USAID will provide
technical assistance to the National Development Council (CONADE)
in its efforts to monitor and evaluate the implementation of the
Population Plan of Action. It is expected that CONADE will rely
heavily on NGOs (specifically CEPAR) for carrying out the data
collection and analytic work associated with the monitoring and
evaluation activities. As a critical element of this component,
USAID will support policy analysis related to the demographic
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impact of improving women's education. The 1994 demographic and
health survey (Endemain 94) results point to the most significant
contraceptive use differential occurring between women with no
education and women with primary school completed. Thus in addition
to targeting women with no education for service delivery, PFP-III
will also support policy activities that will incorporate basic
education as an integral component of population policy.

D. Anticipated Impact on_Poverty Balleviatjon, Access, and
Participation Including Gender Level Impact: The activity addresses

poverty alleviation directly since achievement of smaller and

healthier families has a direct impact on those families' ability

to improve their social and economic status. Moreover, within the

- family, this activity's focus on reproductive health will have a
positive impact on women of reproductive age.

E. Policy Dialogue Agenda: Ecuador's National Population Plan of
Action, dated August 1994 (but published in November) is a document
which is in line with the internationally accepted U.N. Plan of
Action resulting from the Cairo Conference. This is in stark
contrast with the GOE's official position during the Conference,
which was very conservative and strictly followed the position of
the Vatican. The policy dialogue agenda for PFP-III is therefore to
maintain the course established by Ecuador's Population Plan of
Action as delineated in the official document, and to move away
from the rhetoric displayed during the Cairo Conference. In this
respect, the policy dialogue efforts of PFP-III will 1look for
approaches consistent with the Mission's social policy agenda and
in particular with the efforts of INCAE and Fundacion Ecuador. The
policy agenda will also encourage the GOE to expand the notion of
population policy and thus integrate into the implementation of the
National Plan of Action other social sector actors, in particular
the Ministry of Education and the Ministry of Social Welfare.

F. Donor Coordination: USAID has maintained close coordination with
UNFPA, the second largest donor (after USAID) in this sector. In
informal discussions, USAID and UNFPA have agreed in principal to
jointly program assistance to MOH and CONADE. Such 3joint
programming will take advantage of the expertise of each agency and
will look for synergies by which program results can be multiplied.

4. Policy and Design Issues

A. Sustaipability of Proposed Activities: The logical and reascned
building blocks of sustainability which were designed and
implemented during PFP-II will be broadened and deepened in PFP~
III. This continuity will ensure the long lasting sustainability of
NGO family planning service delivery. At the same time, it is now
clear that the conservative stance of the GOE at the Cairo
Conference does not translate into public policy. As such, the
prospects for the sustained provision of reproductive health

services are excellent.
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B. Potential JTIssues and/or Innovative Program Approaches: The

USAID/UNFPA joint programming approach to meeting the assistance
needs of MOH and CONADE is innovative to the extent that for the
first time in Ecuador two donor agencies will establish a unique
program plan of assistance. This joint programming will not only
multiply the resource availability, but will also increase the
policy leverage over the local institutions. The sustainability
strategy for APROFE and CEMOPLAF continues the innovative approach
designed in PFP-II in that it combines cost recovery, cost
containment, cross subsidies, and management improvements as a
package of activities aimed at improving sustainability.

C. Linkages to and Utilization of Global Bureau Resources and LAC
Regional Programs: Virtually all public sector activities

(components 2 and 3) of the proposed PFP-III activity will rely on
Global Field Support for implementation. The intent of the Mission
is to not have direct bilateral agreements with public sector
entities, but rather to depend on Field Support activities for
technical assistance and limited programmatic support. Global
Bureau will also be called upon for all contraceptive procurement.

D. Management and Support Requirements: From USAID/Ecuador, one

full time senior FSN activity manager and one part time USDH. In-
addition, support services from O/Cont, EXO, RCO, RLA, and PPD as
needed. From USAID/W, Global Field Support services related to
processing of scopes of work, contraceptive procurement needs, and
other documentation required for the provision of technical
assistance.

E. Timetable and Rescurce Requirements: Project design activities

will take place during FY 96. Global Field Support resource
requirements of approximately $175,000 will be needed during FY 96
for technical analysis related to the design, including discussions
with UNFPA for joint programming.

F. Recommendation on Delegatjon of Authority: Recommend that

authority be delegated to the Mission Director for authorization of
the Project Paper, Cooperative Agreements, and other documents as
needed.

1. Pasic Data

Activity Title: Environmental Support Program
(ESP)

Activity Number 518~-0123

Funding Source JIdentified: Environmental Funds

Duration: FY 1997 - FY 2001

Proposed LOA Funding:
G Bureau Field Support: $ 2.0 million
Mission Obligation: $ 5.0 million
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TOTAL LOA FUNDING: $ 7.0 million

2. Btrategic Fit with Agency/Bureau Goal

The USAID strateqgy for sustainable development, approved in
January, 1994, points to five conditions that indicate a lasting
indigenous capacity to manage social change effectively and sustain
development progress. One of the five conditions points to
“...responsible stewardship of the natural resource base...".
Likewise, in the USAID/LAC document The Strategic Role of U.S.
Assistance in_the Americas, one of the four basic requirements
necessary in order that the process of economic and social
advancement be sustained over the long run includes environmental
sustainability, defined as the need for societies to respond to
*...the economic and social costs of environmental degradation..."
and their need to "....manage and protect natural resources and
establish requlatory systems to prevent adverse long-run effects on
the economic, social and political spheres."

The proposed Environmental Support Program {(ESP) activity is
consonant with Agency goals and strategies. The new activities
under ESP are designed to consolidate and build upon SUBIR Phase I
and II medium term achievements to enable Ecuador to achieve its
long term environmental goal. The long term goal will be achieved
when all Ecuadorians (rural and urban, rich and poor, indigenous
and latin, women and men, elected and electorate) value
~ biodiversity and a pollution free environment, and exercise through
'‘a broad range of organizations and mechanisms (legal, regulatory,
research, policy dialogue), their individual and collective
stewardship over these resources in a manner which is economically,
socially and politically sustainable. :

The Life of Activity is planned for five years, coincident with the
SUBIR Project's original 10 year approval. The Agency's directive
to manage for results is built into the ESP activity, wherein
specific, tangible, measurable program outcomes, and a means to
measure interim achievements are structured into the activity.

3. consistency with Mission Btrategy
This activity is consistent with mission SO 4.

A. Activity Goal: The goal of the activity is to contribute to the
conservation and management of Ecuador's renewable natural
resources for sustained economic development. New activities under
the ESP are posited upon the adoption and implementation of the
policy reforms and regqgulatory legislation to guarantee the
sustainment of the field tested models and reforms accomplished
under SUBIR Phase I and II, and the OIKOS Foundation and CAAM

grants.
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B. Activity Purpose: The purpose of the activity is to guarantee
funding for the stewardship of ecologically and socially
sustainable resource management models to preserve biodiversity and
improve the economic well-being of local communities through their
participation in the management of natural resources.

C. Brief Description of Activity Components: ESP activities will

support achievement of Ecuador's 1long term goals under the
Mission's current SO 4 Program Outcomes:

(1) Improved environmental poljicies and jmplementation. Based upon

the expected ratification of the National Environmental Action Plan
in late April of 1995, work now underway to draft a new Natural
Resources Law will be completed, and the new law passed in 1996.
Implementation of the new Law's regulatory legislation is expected
to be difficult, judging from experience in neighboring countries.
The 1legislation will contain the "teeth" necessary to obtain
compliance with the new law. The new activity will provide the
Presidential Environmental Advisory Commission (CAAM) and selected
environmental NGO's and "think tanks" with technical assistance,
training and policy analysis/dialogue support to enable the
implementation of the new legislation.

(2) mproved management ©f natural resource and biodiversit

activities in selected areas. Completion of the Environmental
Action Plan will enable the establishment of a national
Environmental Trust Fund in 1966. Subscription of national and
international matching donations into the fund will begin in 1997.
The new activity will provide technical assistance and training to
national environmental NGO's and the CAAM to leverage public and
private sector donations and expert management systems into the
fund.

(3) Improved practices for pollution control and wurban

environmenta)] management in selected areas. By 1997, an 0il Clean-
up Trust Fund will have been established through USAID funded

technical assistance to the CAAM and Ministry of Energy and Mines.
Subscription of private sector funds into the Trust will begin in
1997. The new activity will provide technical assistance and
training to national environmental NGO's and the CAAM to leverage
the much larger secondary tranches o¢f funds into the Trust and
expert systems management to guide the implementation of its
expected "first generation" problems.

ipated ac eviatj Ss

cluding Gende eve mpact: The impact of
consolidating and implementing environmental legislation inherent
to the national Environmental Action Plan through the new Natural
Resources Law, an Environmental Trust Fund, and an 0il Clean-up
Trust Fund is direct, tangible and well documented in the Action
Plan and NGO/PVO publications. The rural and urban poor, as well
as the indigenous residents in and around the nation's ecological
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reserves and petroleum producing regions are disproportionaly
affected by their unsanitary environment and lack of legal and
participatory access to sustainable management systems of the
renewable and non-renewable resources.

The extension of community based economic models developed and
tested under SUBIR Phase II, the increased utilization of value-
added processing of forest and non-forest products, the co-
participation of communities in the delineation of communal
property rights and sustainable management plans for ecoregions,
and the increased compliance with pollution reducing regulatory
legislation will have direct economic and health benefits to a
largely disenfranchised portion of the population.

E. Policy Dialogue Agenda: The entire thrust of the activities
described under this new activity fall within the realm of
~implementing the policy dialogue outcomes obtained under SUBIR
Phase I and II. The ratification of the national Environmental
Action Plan and a new Natural Resources Law are necessary but
insufficient conditions for achieving Ecuador's 1long term
environmental goal of protecting the environment. The means to
achieve the expected outcomes must be built into the regulatory
legislation and public/private sector cooperative mechanisms (Trust
Funds), else a set of well-intentioned but basically inoperative
set of laws. Mission experience during the last three years with
" both public and private institutions in achieving the passage of
significant (and historic) new laws to modernize land tenancy,
financial and property rightes laws indicates that passage of a new
law is only the first step in achieving the desired social and
economic outcomes. Continuous and timely institutional support and
technical assistance are essential factors for their achievement.

F. Donor Coordination: The Mission has sustained close coordination
with both the Interamerican Development Bank (through CONADE) and
the Global Environmental Facility (through INEFAN) to coordinate
resources in addressing SUBIR FPhase I and II program outcomes. The
Presidential Environmental Advisory Commission (CAAM) is now
coordinating additional World Bank assistance to address the
implementation of portions of the national Environmental Action
Plan, especially those items which will require the mobilization of
substantial international resources.

4. Policy and Design Issues

A. Sustainability of Proposed Activitjes: The 1994 outside
evaluation -of the SUBIR Project Phase I corroborated the high level

of expected interim project outcomes, especially the strengthening
of environmental NGO's and the policy reform achievements related
to communal property rights through the training of community based
para-legal technicians. The CAAM's outstanding record of
achievement in just 18 months in obtaining a broad-based consensus
for ratification of a national Environmental Action Plan and
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convocation of Ecuador's Second Environmental Congress is a matter
of record. The nature of the proposed activities, especially the
invocation of matching contributions to the proposed Trust Funds
and sound management systems provides the best guarantee for the
sustainment of the new activity.

B. Potential Issues and/or Innovative Program Approaches:

Successful initiation and implementation of the proposed activities
are posited upon continued GOE support for the long term goal of
protecting Ecuador's environment. Although most observers expect
the current movement towards modernization to continue, the new
activities are conditioned upon the passage of enabling legislation
prior to their initiation. The broad consensus obtained by the
CAAM across all official and private sectors for the ratification
of the national Environmental Action Plan (and newly passed
legislation requiring environmental impact and monitoring plans for
oil contractors) would suggest that sufficient stakeholding has
been engendered to ensure the implementation of the proposed
activities (which are incorporated into the Environmental Action
Plan).

C. Ligkgges to and Utilizatjon of Global Bureau Resources and LAC
Regional Programs: Virtually all of the activities planned under

the three components rely on Global Field Support, through existing
buy-ins (EP3, Greencom, etc) and/or through access to other U.S.
agencies (EPA, U.S. Forestry Service, private sector foundations
and PVO's). The intent of the Mission is to not have direct
bilateral agreements with public sector entities, but rather to
depend on Field Support activities for technical assistance and
limited programmatic support, augmented by CAs with local NGO
participating institutions.

D. Management and Support Requirements: From USAID/Ecuador, one

full time senior FSN activity manager and one part time USDH. In
addition, support services from RHUDO, CONT, RCO, RLA, REA and PPD
as needed. From USAID/W, Global Field Support services related to
processing of scopes of work, limited procurement requirements, and
other documentation required for the provision of technical
assistance and multi-donor coordination.

E. Timetable and Resource Requirements: Activity design activities

during 1996. Global Field Support resource requirements of
approximately $350,000 will be needed during FY 96 for technical
analyses related to the design.

F. ec ti on Delegatj Aut ity: Recommend that
authority be delegated to the Mission Director for authorization of
the Activity Description, Cooperative Agreements, and other
documents as needed, related to the implementation of the
Environmental Support Program activities.
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C. Resource Requirements

The following Table III, Strategic Obijective Summary Report shows
USAID Ecuador's cbligations FY 94 through FY 97, For FY 95

funding, amounts shown for Global Bureau funding are consistent
with G Bureau field support levels for SOs 2 and 3. However, it
should be noted that, in the case of SO 1 (Economic Growth) and SO
4 (Environment), the tables do not necessarily reflect all of the
Global Bureau Center projects and amounts proposed in draft
Memoranda of Understanding, which the Mission submitted to these
centers in the end of January, 1995. Proposed Global Bureau
funding for SO 4 will be decided under the review and approval
process for the Environmental Initiative of the Americas (EIA).
The Mission's proposal for Global Bureau funding for SO 1
activities is now being reviewed by the Global Bureau Economic
Growth Center. Given the proposal/review process for Global Bureau
funding, amounts projected for FY 96 and FY 97 obligations in the
table may well differ from the activities and levels to be
negotiated between the Global Bureau and the Mission in those FY¥s.
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E. Other Donors

Other donor activity in Ecuador during 1994 was significantly
higher than in previous years, as a result of a concerted effort by
the international community to support the GOE's efforts to carry .
out economic reforms, and finance its commercial bank debt. The IMF
stand-by agreement approved for Ecuador in May 1994 for SDR130
million, set the stage for loans amounting to $960 million from the
Inter-american Development Bank (IDB), the International Bank for
Reconstruction and Development IBRD), and the EXIM Bank of Japan.
The IDB approved five project loans for: Emergency Social
Investment Fund (FISE) -~ $30 million, Coastal Resources - $15
million; The National Planning Secretariat - $12 million; Potable
Water for the Municipality of Quito - $136 million; and Municipal
Strengthening - $41 million. In addition three sector loans were
approved by the IDB: Financial Sector - $110 million;
Agricultural Sector - $93 million; and Transportation Sector - $82
million, and Debt and Debt Service Reduction Loan (DDSR) for $8
million. The IBRD also approved three project loans: Energy and
Mining - $14 million; FISE - $30 million; and Institute of.
Agricultural Irrigation (INHERI) ~ $20 million and Debt and Debt
Service Reduction Loan for $8 million. In addition, the IBRD is in
the process of designing an Institutional Strengthening Project for
the Supreme Court for about $20 million, which will be co-financed
by the IDB, and the UNDP. The regional Andean Finance Corporation
(CAF) also approved for FISE - $30 million. The EXIM Bank of Japan
approved a $200 million loan to purchase US Bonus that serves
collateral for the DDSR operations.

USAID played a catalytic role in facilitating most of these. 1In
the case of FISE, USAID put in seed capital of $4.5 million and the
other donors put in $90 million (and the GOE $30 million). In the
case of the Financial Sector Loan, it was USAID's TA in Social
Security Reform and Capital Markets that helped the GOE complete
the conditions precedent for approval. For the Coastal resources
project, it was USAID's own coastal resources project which
basically paved the way for continuation of financing by the IDB.
The IBRD Institutional Strengthening of the Supreme Court project,
is based on the prior work of the Ecuadorian Latin American
Development Corporation which reformed the Constitution and
established the Justice Sector Working Groups that helped the GOE
to develop a strateqgy for the reform of the sector and sparked the
interest of the IBRD. Since then, the IDB and the UNDP have also
expressed interest in participating in the project.

In addition, USAID has been actively supporting the GOE, the IDB
and the IBRD in project design for projects to be approved during
1995 in the health, education, and microenterprise sectors. The
IDB Health Sector project has two components for which USAID has
been actively laying the groundwork over four years. They involve
institutional reorganization of the sector, and improvement in the
programs and delivery of basic health care.
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In case of the education project, USAID has been meeting regularly
with the IDB design team to inform them of the innovative private
sector approach to education reform which is being advocated by
USAID with the help of international experts in education reform.
In Microenterprise development, USAID has been coordinating closely
with IDB staff in Washington and Quito regarding IDB's support to
microenterprises through IDB's Multilateral Investment Fund and
IDB's forthcoming microenterprise new initiatives.

F. Performance Measurement
1. Overview of USAID Ecuador's Strategic Monitoring sSystem

USAID Ecuador has been steadily integrating it's project and
strategic objective (50) monitoring systems. Not only does every
project have its own M&E plan, but each SO has its own written M&E
plan. Recently, with the help of an M&E expert the Mission
completed M&E plans for SO 1 (economic growth) and SO 3
(democracy). Now, all SOs have an M&E plan in place. In addition
to Mission staff, such M&E plans actively involve personnel of
implementing institutions in the c¢ollection of data directly
related to program outcome indicators.

The SO M&E process has been incorporated into the agreements signed
with the Mission's: partners. As described in Section I, D.

ee ee a ana fo esults, for the past year the
Mission has executed agreement instruments with NGO and GOE
partners which specifically include the outputs these implementing
institutions are expected to deliver as "products." Based on this,
the Mission is preparing output matrices which enable project
officers and counterparts to review progress on a regular basis.
The outputs in the agreements and matrices are directly related to
50 program outcomes.

Another indication of the Mission's integrated monitoring system is
the Semi-annual Review (SAR) process. As described in more detail
below, the Semi~annual Reports are prepared according to SOs, and
the review process consists of meetings between the SO teams and
Mission senior management.

2. Clearly Defined Performance Targets

l.ast year's Action Plan guidance cable indicated more work was
needed to match indicators of success with the statement for SO 1
and that the wording in SO 2 needed to be revised to be more
“gtrategic." Mission staff worked with LAC Bureau counterparts to
change the wording of SO 2 to what is in the current Action Plan.

Over the past year, the Mission has carefully reviewed targets (or
indicators) for all SOs in order to ensure that indicators truly
reflect achievement of strategic objectives or program outcomes.
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Specifically, for SO 1 (Increase sustainable growth for a broad
base of the population), last year the Mission had "increased net
household income of small farmers" and "increased income of small
enterprises" as SO indicators.

In this Action Plan, three SO 1 indicators have been added to
better demonstrate achievement of the SO. The new indicators
relate to "net income of selected microenterprises in urban and
rural areas" and "“percentage of selected rural families with
increasing household income." The Mission believes that these
indicators will better reflect both the contribution of the program
to the SO and improvements in the income to the rural poor. 1In
addition, the Mission added an indicator on improvements in some of
the recognized poverty indices to better reflect "growth of a broad
base of the population." At the PO level, social policy reform and
microenterprise development are clearly the highest priorities in
USAID Ecuador's program. This is now better reflected at the SO
indicator 1level which emphasizes not just growth but growth to
benefit the poor.

This type of analytical scrutiny has been applied to all SOs and
indicators and POs and their indicators. The Mission believes that
the set of indicators in this Action Plan are the most appropriate
for telling whether S0s are being achieved, taking into account
both the measurability and availability of data.

3. Established Procedures for Data Collection and Analysis

Data collection has been made an integral part of the project
implementation process. For example, in the case of Program
Outcome 1 ("Improved social and economic policies") under SO 1,
counterpart personnel are collecting data that relate to the policy
dialogue process, i.e. analysis, seminars, etc., through to
legislation and implementation of legislation.

This is the case with all SO0s, which include, in the agreement
instruments, provisions for data collection. The Mission has also
taken steps to assign data collection responsibilities to specific
personnel in counterpart institutions. Such data is augmented by
surveys by either national institutions (e.g. National Demographic
and Health Survey) or other donors, such as UNDP and the World
Bank. :

One important criteria in selecting indicators which the Mission
has applied across the board is the availability of data. If data
is not adequately available for a given indicator, other more
reliable indicators for which data are available have been
identified.
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4. Annual Progress Review

For the past two years the Mission has organized Semi-annual
Reviews (SARs) according to strategic objectives. Therefore,
projects are reported under SOs. The reports include specific
sections which report on progress under the SO as well as progress
under each program outcome. The of review the SAR reports is
completely consistent with the strategic planning process. It is
done through meetings between the SO teams and the Mission Director
and Deputy Director. The presence of S0 teams, rather than
offices, in these meetings have enabled the Mission to internalize
strategic planning and organization by SOs.

5. Gender cansideratiqns

The Mission has reviewed the four strategic objectives in light of
the Guidance on Inteqratjon of Gender jinto Strateqic Planning and
Reporting, issued by the LAC Bureau on July 25, 1994. For S0 1,
which .includes program outcomes related to pOllCY reform and
nicroenterprise activities, at the Results Package (Microenterprise
Assistance and Strengthening) level the Mission will collect data
on microenterprises owned by women. This was done under the Non-
traditional Agricultural Export Project, for which the Mission was
able to estimate that 65 percent of 1,600 new producers assisted by
the project were women.

850 2 ("Reduce levels of mortality and fertility to levels which are
commensurate with sustainable development") lends itself directly
to tracking the well-being of women with such indicator units as
"percentage of women in reproductive age currently using a modern
nethod of contraception".

For both SO 3 (democracy) and SO 4 (environment) the role of women
will be tracked at the Results Package level, through data
collected by counterpart institutions. This will be appropriate
more for certain activities than others. For example, in efforts
t.o promote env1ronmenta11y sound economic activities in buffer
zones, the project counterpart staff w1ll collect data on the
participation of women.
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IV. PROGRAM MANAGEMENT REQUIREMENTS

A. Operating Expenses Narrative

In order to prepare for the transition to managing for results and
to achieve the strategic objectives targets for the year 2000
contained in Section I, the Mission initiated procurement of state-
of-the-art 486 LAN computer terminals and servers with central IRM
funds during FY 95. In addition, we began training to adopt the new
"*Windows" software environment with the target of becoming
paperless by October 1, 1995.

Moreover, the Mission continued rightsizing efforts reflecting the
transition from process orientation to results mode. In this
regard, the Mission eliminated six full time FSN positions and
transferred another three to project funding during FY 94. During
FY 95, the Mission has eliminated an additional six FSNPSC
positions, one USPSC, and transferred another FSNPSC to project
funding. These adjustments will save the Mission about $140,000
per year in FY 96 and 97. Additionally, a USDH position will be
eliminated by the end of FY 96. While not considering NXP
procurement, the new FY 96 level presented in this document is
$267,000 less than the amount estimated in the Budget Plannlng
Documerit prepared in July 1994 for the same year.

We are, nonetheless, experiencing severe OE constraints limiting
all Mission operations during FY 95. This is due to the priority we
placed in funding the FSN salary increase and reengineering
training. FSN employee wages continue to make up of the largest
portion of the Mission's OE costs. FY 95 was especially difficult
because of soaring FSN wage increases. Early in the fiscal year,
the first full wage survey in six years took place. The survey
recommended substantial increases for all FSN grades. The higher
FSN grades, received increases of as much as 80 percent. 1In order
to be responsive to the Ambassador and to be consistent with all
other Country Team agencies, we funded 100 percent of the FSN
salary wage increases. To do this, the Mission deferred procurement
of discretionary non-expendable property (NXP) in FY 95. 1In
addition, we substantially reduced communications, site visit
travel, and training.

The resulting OE constraints will impede our ability to travel and
fully participate in the many USAID/Washington and regional
training programs covering the new Reengineered systems. Attending
these various training events will be crucial to guickly adopt new
results oriented systems design, monitoring, and evaluation
mechanisms. In addition, training in new systems administration,
procurement and financial management are crucial for us to make the
transition to the new Agency reengineered environment on October 1,

1995.
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V. MISSION INITIATED ISSUES

A. ECONOMIC GROWTH AND DEMOCRACY FUNDING

As indicated in this Action Plan, Ecuador has been in a low level
recession for the past ten to fifteen years (1980-92). This trend
may continue into 1995 and possibly 1996 as a result of the
negative impacts of the recent border conflict with Peri. Low or
negative economic growth has undercut the ability of the country to
better address its serious poverty, social development and
environmental problems. The fundamental requirement for achieving
sustainable development in Ecuador is raising economic growth rates
and improving poverty indicators over an extended period of time,
However, USAID has been cutting back on its Economic Growth funding
in the LAC region. 1Is it likely that additional funds can be
allocated to the Economic Growth Objective in the period FY 1996-
2000 so as to better respond to Ecuadorian development
requirements?

Likewise, Ecuador led the Latin America transition to democracy
starting in the late 1970s. It has successfully completed four
national elections with a fifth scheduled for May 1996. Yet
Ecuador's democratic institutions are extremely weak and fragile.
USAID is the only donor that has experience strengthening
democratic institutions and has available the type of flexible
grant funding and technical assistance that best respond to local
needs. Yet USAID has been forced to cut back its democracy funding
in LAC and in Ecuador. 1Is it likely that additional funds can be
allocated tc the Democracy Objective in the period FY 1996-2000 so
as to better respond to Ecuadorian development requirements and
"U.S. foreign policy objectives?

B. ENVIRONMENTAL FUNDING

Ecuador's environmental problems have attracted international
attention. They extend from the Galapagos Islands to the Tropical
Rainforest in the Amazon Basin. The country has some of Latin
America's leading environmental NGOs. It has been a pioneer in
many environmental education and protection programs including a
new Presidential Environmental Advisory Commission (CAAM) and a new
NGO to address urban-industrial pollution (OIKOS). Leading U.S.-
based environmental NGOs such as The Nature Conservancy and the
World Resources Institute are working in Ecuador with USAID
funding.

Since 1980 USAID has been lead donor in the environmental area
helping to develop and strengthen numerous environmental NGOs,
pioneer community~-based sustainable natural resource models and
develop the CAAM and Ecuador's first Environmental Action Plan.
However, declining USAID budget resources has not allowed us to
respond to many important needs especially in the areas of better
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addressing pollution prevention/control and providing expanded
assistance to CAAM and environmental NGOs. There are a number of
mechanisms that could be used to increase environmental funding for
Ecuador as follows:

-- Make Ecuador a higher priority country for accessing EIA
funding and other projects being supported by the Global Bureau's
Environmental Center.

- Promote in Washington a USG Debt Reduction Plan the ones
implemented in other LAC countries (Bolivia, Colombia, El1 Salvador,
Honduras and Jamaica). Through this Plan allow prior USAID and PL-
480 Title I loans (totalling $123 million) to be repaid in local
currency so that these resources can be used for environmental NGOs
through a new Environmental Fund being created in Ecuador.

- More aggressively involve the U.S. TIES Program being funded
by the U. S. Environmental Protection Agency in Latin America and
Ecuador.

The Mission requests LAC support for these initiatives.

Ca TIMING FOR A NEW STRATEGIC PLAN FOR ECUADOR

The LAC Action Plan guidance indicates that USAID/Ecuador should
begin preparations in the summer/fall 1995 for the new Strategic
Plan in the following cycle (spring, 1996). However, the first
round of presidential elections in Ecuador will be held in May,
1996 with a possible second round to be held in July 1996.
JSAID/Ecuador views August/September 1996 as the key dates by which
the important, major reforms (social policy, environmental,
judicial and economic) will be better defined by a new GOE
administration.

For these reasons, the Mission believes that waiting another year
o prepare and present the Strategic Plan, i.e. prepare in
fall/winter 1996 and review in spring, 1997 will be more responsive
o the election cycle and the development agenda of a newly elected
GOE that will take office on August 10, 1996.

D. REENGINEERING ISSUESB

As indicated in this Action Plan, the Mission is looking forward to
receiving clear and operationally useful reengineering guidance
that can help us implement a smooth transition to USAID's new
system so that it does not end up disrupting program momentum in FY
96 and beyond. To date we have received messages containing ideas
and reengineering concept papers. We feel that there is urgent
need for guidance that more fully explains how the Agency will
implement its new systems at the field level. For example: How
will Results Packages be formally defined and justified? What will
replace PIOs and implementing documents? How will the Mission
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obligate by Strategic Objective given the predominance of NGO
implementing organizations in our portfolio? When can we expect to
see new host country agreements? How will our existing portfolio
be transitioned intc new Results Packages? With the new systems
scheduled to begin implementation on October 1, 1995, when can
USAID expect definitive guidance on these and other reengineering
questions so that we can better prepare our host country partners
and customers for these changes?

E. QE CONSTRAINTS

As discussed in the Action Plan, the Mission is concerned about OE
funding constraints in FY 95 that impede all mission operations,
including project site visit travel, staff development training,
including travel to participate in "reengineering" training and
Procurement of Equipment. Because our OE budget has many demands
placed on it, there is a significant shortfall in OE to fund travel
and per diem to monitor for Results, attend "Reengineering"
seminars, and conduct normal staff development. We want to be
responsive and be ready on October 1, 1995 to adopt new systems for
program management, administration, financial management, and
procurement. We may, however, not be able to dc so because of a
lack of sufficient OE resources for travel and per diem. We request
relief.

Moreover, the Mission is concerned about being unable to
participate in "joint planning" with LAC and Global Bureau staff
this FY. While we look forward to collaborating in the process of
joint planning and so monitoring, we are unable to fund any LAC and
Global staff travel or per diem to Ecuador. Who will fund LAC and
Global Bureau staff travel to field missions for "joint planning
and so monitoring?"
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VI. SPECIAL REPORTING REQUIREMENTS

A. Bection 118 and 119, Tropical Porestry/Biodiversity

The Mission continues to help Ecuador make progress in the
protection of tropical forests and biological diversity. The SUBIR
project, and the centrally-funded Parks in Peril and SANREM CRSP
projects have provided leadership in establishing links between
national protected areas and their surrounding communities. Based
upon its first mid-term external evaluation in 1994, Phase II of
the SUBIR project has been designed to increasingly concentrate
resources on policy reforms, closely coordinate protected area
management activities with the GEF and INEFAN, and streamline the
management and implementation of activities surrounding the
Cotacachi=-Cayapas (northwest), Cayambe-Coca (highlands and
Amazonian), and Yasuni (Amazonian) Reserves, which (respectively)
protect one of the last large remaining areas of natural forest on
the western slopes of the Andes, Quito's primary source of water,
and one of the world's highest concentrations of biodiversity in a
petroleum development threatened region.

Timely financial, technical and interlocutor support for the
Presidential Environmental Advisory Commission by the Mission
allowed the CAAM to negotiate, prepare and publish a final draft of
the National Environmental Action Plan, which is a compendium of
policies spanning all sectors, governmental agencies, and private
civic organizations involved in the utilization of the nation's
natural resources. The provision of direct financial assistance to
the Darwin Foundation, and technical assistance through the Global
Bureau's Greencom Project have laid the groundwork to establish a
plant and animal quarantine system to protect the Galapagos
National Park, and begin to measure the socialization of
environmental related gender roles through formal schooling.

Future mission strategic activities related to Sections 118 and 119
include the promotion of follow-on legislation to operationalize
the Environmental Action Plan, especially policy and requlatory
constraints which negatively affect Ecuador's tropical forests, and
the planned inclusion of the Antisana Ecological and Galapagos
Marine Reserves under the USAID/W centrally-funded Parks in Peril
Project. Management and oversight for strategic activities which
address Section 118 and 119 issues are closely coordinated between
the South American Regional Environmental Advisor (SA/REA) and the
Quito mission's Agriculture/Natural Resource Office, where the
SA/REA is located.

B. 00 ecurit

In early October, CARE International received and monetized USAID's
$3 million Title II donation of commodities, to establish a
mechanism through the GOE's Emergency Social Investment Fund (FISE)
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to promote and support productive and environmental projects
submitted by NGOs and PVOs from Ecuador's poorest rural, peri-urban
and indigenous regions. Over fifteen projects have since been
submitted for approval, totaling more than $9%00,000 in fast
disbursing funds, and enabling FISE for the first time to
incorporate support for NGO/PVO generated productive and
environmental projects into its $124 million ESF, GOE and multi-
donor leveraged portfolio.

Food security involves ensuring people regular access to sufficient
food for a healthy and productive life. The CARE-FISE Title II
program works with national and international NGOs to design and
finance productive infrastructure projects whose purpose is to
increase the amount of food produced by the rural poor as well as
extend the period of the year in which the food is available. The
project is also designed to increase the income of the same target
group, thus increasing their purchases of non-local foodstuffs.
Increased food production will occur as a result of access to
irrigation and better post-harvest storage, distribution and
marketing facilities. The CARE-FISE program finances activities
designed to create or improve existing productive and/or market
enhancing infrastructure. The project also finances projects which
promote the production 6f artesanal works as well as those related
to environmental conservation where an income generation component
is included. To date, the recently initiated activity has
contributed to the design of several micro-irrigation projects,
centers for artesanal activities, pisciculture projects and storage
and marketing centers. All of these projects will contribute to
increased food availability for project participants over a longer
period of the year, either directly or indirectly through increased
disposable income.
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