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A DEVELOFMENT OVERVIEW OF ECUADOR

A, Recent Zconomic and Social Development Trends

The discovery of large petroleum reserves in the Amaz-r »asin -f
Ecuador in 1967 and the beginning of sizeable exports irn mid 1872 has

substantially changed the statistical picture of E-cuader's srowth, E07

was estimated to be growing at an average rate in real terms of 3,27
in the 1960's. On a per capita basis this rate barely corstituted
forward motion and was well below Alliance norms. The rrowth rate in

1972 was estimated in real terms at 10%, and 12% is pro‘ected for 1073,

much more acceptable progress and in excess of hemisphere zoals,

The valance of payments picture has also brightened consideratly,
Foreign exchange reserves four years ago were only sufficient itz {inance
two to three monihs importe. They are now sufficient for sever or eight
mcnths, Domestic revenues from petroleum will constitute almost a
quarter of central government revenues in 1973, This has enrabled :he
GCE to stop relying on Central Bank financing and, in fact, the govern-

ment has reduced its indebtedness to the Central 3Bank.

This apparent arrival of good or at least better times terds =z
mask the fact that other sectors of the economy, invclvinz the vas:
bulk of populatior, are not developing at such a rapid rate and the
process of incorporating into the society that substantial element of
the populaticn, perhaps over 50%, who live in need, want, ard iencrance
and without the basic means to help themselves, rexains exceeding dif-

ficult and slow moving,
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The economy remains basically rural. Uesmite recent migration
patterns most people still live on the land, =ven if they are not fully

or productively emploved. This situation mak:s more serious the fact

that the rate of growth in the agricultural se~72r appears to have
slowed down since the < 's. Per capita prodi--i-n mav have, in fact,
declined. Higher costs induced by inflaticn, ‘ncertainties in both
domestic end external marketing as evidenced v wide variations in

prices for domestic stavle crops as well as dm:ints regarding land
reform legislation has tended to limit investments in agriculture,
The export crops banana, coffee, cacao and surar, have fared better
as the world demand for food remains high., Tne production and sale
of products for domestic consumption such as wotatoes, corn, wheat

and rice have shown less regular growth,

Growth in the cther productive sectors of the economy, such as
manufacturing and construction, has maintained a more dynamic rate and
is currently estimated at 1% for 1972 as commared with an average of
8.5% in the 1960's, This growth, however, has n-t been nearly sufficient
to meet employment needs and under employment remains high, estimated as
much as 40%. This under utilization of manpower is orobably growing in
both urban and rural areas with the urban vro-" ez exacerbated by rural-

urban migration.

The annual rate of population growth of . 4% mekes solution of
this problem of lack =f productive jobs excesdingly difficult as ar

ever increasing number of Jobs must be creatc? ©or new entrants into
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the labor force, In addition the society is faced with the progressively
mounting costs of providing the education, health care and other services
and infrastructure which will enable the expanding population to under-
tgke productive employment. Further, high population growth rate causes
a slow decline in the average age. As the average age declines the
proportion of the population that is potentially in the lator force
declines and the proportion of non-producers requiring support and its

attendant costs is increased.

The favorable turn in the balance of payment positi~n while to te
welcomed is obviously relative not absclute. If the amount of capital
investment and other goods needed for significant increases in the zrowth
rate were in fact imported, then the increased foreign exchange earnings
would be far from sufficient, In faét it can be anticipated that apart
from development efforts, imports will increase in response to intermal
inflationary pressures generated by oil activities and balance of pay-
ments pressures will again arige in & few years., Hopefully, a sur-
stantial portion of the pressure will arise because of develspmernt
expenditures rather than inhanced consumption patterns of relatively

small higher income monetized sector of the economy.

An analogous situation exists as regards the government budget,
The increase in revenues has been suddenly quite large ir comparison
to previous levels but previously the budget was in fact, wecefully
inadequate, containing very little provision for capital expenditures

or even maintenance, Failure to meet payrolls was a common cccurrence
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usvally resolved by resorting to Central Bank trrrowing, The budget
even at the new higher levels still can Tte caterorized as impoverished.
Again the question arises: Can a significant nr-tion of the new found
funds be used to do the sorts of things which will more satisfactorily
contribute to development for the marginados than has been the case

heretofore?

011 revenues accruing to the GOE are estmsted to rise from $120
million in 1973 to $257 million in 1977 resul*ing in perhaps a total
of $2 billion through 198C. Ubviously not al! of this will be used
for economic and social development purposes hut hopefully and according
to GOE plans a major portion will be. The amounts available for devel-
opment should be substantial but seemingly less so when compared to
basic development needs., For example, just meeting the employment gap
existing at the moment could cost $2 billion alone, if one estimates &
$3,000 investment as required to create a new Jjob. In addition to the
problenm of creating jobhs to fill the presentlr existing gap there are

a net 8C,CCO of new ‘obs required every year to keep up with population
increases. If new primary classrooms for 50 students each, could be

built for $2,000 per classroom {they currently cost closer to $4,000)
meeting the existing deficit would cost 324 millicn and the annual in-
crease to account for school population growth wauld be close to one
million. Perhaps 35% of the vopulation has access to minimum health stan-

dards and adequate care, to provide such services to the entire population

would also cost many millions of dollars. ni 7% of the rural ponu-

-
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lation and 50% of the urban have potable water supplies. At leas* a
quarter of the population, if not more, suffer nutritiznal deficierncies.
When all the other economic and social development needs vlus the sup-
porting infrastructure requirements are totalled for a rapidly expandirng
p;pulation such as Ecuador,the results are astronomical, Civi-usly the
discovery of new oil resources ie not the panacea. It dces not evern
remove Ecuador from the ranks of the relatively more needy in the
hemisphere and it certainly by itself and without complementing acticns,
is no guarantee that the campesino in the Sierra nor the slum dweller

in Guayaquil will have a better life,

The availability of oil resources does provide additional orpor-
tunity for international cooperation efforts, both tilateral ard
multilateral, to be more successful in their attempt to develop pro-
grams designed to make a start in breaking the vicious czircle of
poverty, low productivity, inadequate education and health and poor
organization and low motivation for self improvement., It makxes =cre
counterpart available not only to finance joint efforts ®ut to give

the GOE a greater stake in their success.

2. Tast and Present Development Priorities of the 0E

Specific and definitive priorities in the sense of an overall plarn
to date generallvy have not been clearly set in Ecuador., There is recog-
nition of the multiplicity of unmet essential and interrelated needs-
education, health, urban employment opportunities, housing, improved

land tenure and production resources for small farms as well as irnfra-

BV e s maena
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structure requirements such as roads, water surmlies, irrigation struc-
tures and electric power, There are also goals in terms of exvort level,
equitable tax systems, etc. The rhetoric is impressive but the details
of the action plans lack precision, Indicati:ry of de facto past prior-
ities, however, can be observed by noting just what asreas have received
attention. It should be noted though that attention in terms of invest-
ment outside of petroleum, has been in large pert a function of the
willingness of external lenders to make loan finds available. Percent-

agewise, IDB, AID, and IBRD loans have gone to the following fields:

1961 - 72
Amcunt
(millions $) %
Agriculture £1,0 19.3
Transportation and
Communication G570 17.8
Health (incl. water
and sewarage' 55,3 17.3
Industry Le,- 12,7
Power 30,7 11.5
Housing and Urtan
Develooment 15,4 L,g
Education 15,5 k.8
Tre-investment 1n.e 3.9
Other (incl budget support) e, 7.8
TOTAL 320, 2 100.0
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Another indication of priority has been the creatiosr ¢ arencies
to devote special attention to certain priority areas and issues, such
as lamd reform, the development of water rescurces, frreism comgerce
and Andean integration and nutrition,

The Goverrment has recently come out with the firs* phase ¢f the
1973-1977 Five Year Flan. Thus far it provides few vrosrar details
but it does provide global growth rate totals and investment arc-unts
for various sectors. A goal of per capita annual growth ¢ 2,27
{market prices) is set forth. The goal for growth in agriculture
sector at 5.3% is more modest.

Manufecturing, construction and electricity growth goals are more
substantial, 10-12% with petroleum projected at 41.3% ver annr.

The lower growth rate goal for agriculture is primarily due o5 a
more realistic assumption that it is harder to induce increased asri-
cultural growth in a traditional society than to stimulate other areas
of the economy. Considerable discussion is given tc¢ land reform* and
the general problem cf poverty, inadequate resources and low productivits
in the rural areas. Attention is also given to the reed for ratiocnal cole-
nization programs though there is probably a very considerable overestimate
of the capacity of the jungle Amazon basin areas tc effectively absort
colonists and to produce crops. The coastal zone probatly remains bty far

the best Dossibility to absord the rural unemployed from the Eierra.

* A new law has just been promulgated and will %“e analyzed in the
near future.
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The FPlan discussi~n also gives heavy emrhacis to employment gen-
eratinn and projects hicher growth rates for -~ non-sgricultural secior.
Investment in lahor irntensive industries 1s ar esgential feature of the
discussicn. An annual growth rate of 9.17 in rew oroductive jobs is

projected which coupled with anticipated prod .~1ivity increases will

produce an annual growth rate of 10,1% in the varufacturing sector.

The Plan also provides global ligures as rerards finencing., The
total amount reguired to finance the gross investment contemplated
~ver the five vear veriod is set at $3.2 bili ~r. Nati~nal savines,
estimated to rise from the 1°% n~bserved in =he 1090 'g to an ambiti us
23% during the Flan perind, will finance 84,3 f the t-tal gross
investment contemmlated in the Flan., The pub1i- sertor will mccount
for 40,2%, the private sector the balance, Zevenues attributable o
~i]l over the peri~d - f the Plan were vrojected ‘r June, 1673 at F1.1
billion, (which will ~hange with orice changes , in line with the
$1.3 billion desirnated for puhlis sector firancing, Despite the
projected increase in the rate of private sav rnes (from B to 129) ver
the five vear veriod, a net inflow of foreier laans ($350 million' and
investments ~f $15° mi>1i~n will be required :.: raintain the rhythm -f
the Plan and halance of payments equilibrinm. These figures are rot out
-f line with profected JDR and IERD plans for “-usdor, th-ough the amcunt

-~

required will heve %2 ne increased by 575 mitl’n to account for foreirn

loan amortization onlirati-ons. When oprofits snd canital remissions 1
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direct investment are added to debt service nearly one-third of gll

exports are compramised, a figure not high by LA standards,

In general, the priorities set forth in the Plan relate to basic
needs of the people, The Plan emphasizes the need to reach the
"marginados", in stronger terms than similar documents heretofore,
though without much detail as to how this will be achieved. In some
cases growth rates are assumed that will make the Plan a success rather
than the indication of a program to achieve them. The population srowth
rate problem is not squarely faced, in fact, it is hardly directly
mentioned, and family planning is not discussed at all, Presuman»ly
this is 80 both because the GOE has no stated public policy on this
issue despite public sector programs in at least four ministries, and
because there are still elements in the Goverrment who oppose such

activities on nationaliatic grounds or fear they could be critized on

this basis.
C. On-Going and Planned Government Programs and Financing and

Strengths and Weaknesses

The GOE has programs of some dimension in practically all areas
required for development. The degree to which they are adequately
financed and the efficiency with which they are carried out varies,

Most all have operational shortcomingas and even if successfully
managed would not reach a large enough segment of the populaticr to
significantly affect the total population except as a guide to future

action. Almost without exception every development program depend: in

T e Ty
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part and to varying degrees on foreign technica’ assistance, For far
too many cof the programs, lack of GOE counterrart has been, and still
continues to be, a majcr shortcoming, As noted, the availability of

0il revenues should amelinrate this prohlem.

The "Nationalistic Revoluticnary" militarv rovernment has been in
office for over a year now, There seems to be ir-reased emphasis on
and greater concern for the lower income grcups. Fractical programs to
do so, however, have not heen developed to any n-table extent, with the
possible exception of the National Develooment “ank which has been given
more funds to lend to smaller farmers and small! tusinesses. In receiving
these additional resources the Bank has shakern o7f some of the lethargy
which formerly characterized its operations. 7The Bank is to be given
a major role in the overation of the plan. The ‘svernment's public
concern with land reform, even though the uncertainties generated may
have reduced investment in agriculture, is annther indication of s
genuine desire for social imorovement. Unlike the Military Governments
of Peru and Brazil, what is lacking in Fcuador is a definition of

development ideology and more specific guidelires for action.

The general desire to be more efficient, more honest and more
socially minded than the Yelasco government while resulting in some
improvement is not enough to make an impact in +he established ways

of doing things as one ¥inds in a traditional ssciety like Ecuador,

Despite the existance of the National Plarning Board since 1955 and

eir current planning eftforts, presen otal developme T
thei t pl fforts, t total 4 2 nt efforts are
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little more than the sum total of the activities of the vari-us ministries
and agencies. EIven coordination between existing related or ootentially
over-lavoing activities in different ministries to date is not efflec-
tively carried on by the Flanning Board., Whether or not the rew vlar

can be made overative will be a real test for the militarvy roverrmernt.

The GCE develovment programs and institutions in the “hree secticrs
of USATD concentration are more fully discussed in the sectorsl diszus-
sions that follow. Ir cther sectors, the GCE's investments are empha-
sizing roads, both highways and feeder roads, vower, industry, ard housing

and urban development,

Selection of new ronad construction and betterment oprograsms are ceing
rationalized through the completion of a Master Road Flar in wrnich a ULS,
corsulting firm financed by IBRD participated. The Master Scad Tlarn
identifies the internal rates of return for some £,350 kilometers =7
roads which wculd require an investment of U.S. $39C millicrn., Thris,
~f course, extends far teyond the five year plen goals, “ut vrovides =

asi i of T ior on an oncmic priority
basis for selection of new road construction on an econ priority

e

basis rather than through political infiuence as in the past. The Mas:zer
Plar also ranks the economic viability of construction of feeder or
penetration roads in different areas of the country., At the same time,
the Ministry of Public Works has doubled its exvenditures for road
maintenance and a national vehicle weight control program is Teinz

implemented. An $18% million ID3 loan involving 343 kilometers divided

amang severn projects is currently being implemented and the 7E w-ll

AR AT
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seek additional external financing. IBRD has exuressed interest in
financing feeder roads and the vaving of roads i the southern part
of the highlands near Cuenca, Ecuador's third largest city. AID has
received a request for $1%5 million to finance maintenance equipment.
We have indicated that such a lcan is not within rur areas of concen-
tration but have suggested EX-IM Bank lending fnr appropriate elements

of the request,

INECEL, the National Electric Institute, has been granted a sub-
stantial share of National oil revenues to carry cut an expanded program
of national electrification. During the five year National Development
Plan it is estimated that INECEL's share of government oil revenves will
be about $115 million. INECEL's long range goal is to have a national
power grid interconnecting all the major population centers as well as
lesser ones to the extent finances permit. The Netional Development
Plan contemplates the sveeding up of construction of major hydroelectric
projects proven technically and economically feasihle and intensifying
final studies and desirns for nationwide or reri-rnal projects., It is
also part of the “lan's snals to extend electric service to rural areas,
Importantly, the Flan recognizes the need to revise the hasis for com-
puting electric servize rates and establishipy; a naticnal rate schedule
that, while covering all costs, be as fair and as low as possible, The
pocwer sector is receiving substantial external firancing from sources
such as IZRD, ID3, the United Kingdom and A.I.L. A,L.D.'s collaboration
is in a rural electrification project with emprasis on cooperatives and

a feasibility study of 8 hydroelectric project.
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The National Develooment Flan locks tc the industrisl sector 4o
be "the most dynamic area of the economy' in order %o achieve increases

in employment and ver capita income. It contemplates across the -oard

culture products, cconstruction materials, intermediate and capital soods,
selected consumer goods, touriem, handicraft, and pharmacecutizals, In
order to achieve & net new private investment in industrv of (83127
million per vear, the GCE plans to strengthen institutions whish directly
or indirectly produce or encourage such investment. In this regard a
new Ministry cof Industry, Cocmmerce and Integration was created in early
1973, and a $1.5 million UNDF technical program has recertly “eern
initiated to advise the GCE on industrial policy matters and to assist
in the transfer of technical knowledge to industries., However, It s
still too early to judge the effectiveness of the GLE's efforts o
achieve the Plan's otjectives. Development credit for medi-m and larze
scale industry is available through the National Finance Ccrporation
{CV-CFN) and a private financiera for which the IBRT hes recently autho-
rized a new 32C million loan. An A,I,D, loan of $5.1 is currently teins
implemented to provide credit and technical assistance to small scale
industry. Continued USATID financed technical cooperation is teing
considered in export promotion. An industrial standards project is

being brought tc a successful conclusion with remaining talances from

F¥Y 1973 funds,

The housing sector is an example of the Nati-nal Development -.an

providing more rhetoric than a constructive basis for new progra-s.

SRR G ICTAL B
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Although significant plans have been announced, very little has yet

been accomplished with respect to overcoming “he large housing deficit,
particularly for low income group members. The OB, however, recog-
nizes the need to make administrative and organizational improvements

iﬁ its institutional structure for housing befure channeling substential
new investments through it. A National Housing “oard has recently been
formed to determine policy and coordinate programs, Improvements are
being made in the National Housing Bank (BEV) ‘1 such things as delin-
quency rates and financial management. In eariyv 1973 BEV received 20
million sucres of new capital and another 5C m:llion Sucres are promised
for 1974. The general bidding law has been revised so that construction
contractors on any GOE project have to make depasits in BEV in lieu of
providing performance bonds. In addition, bondé issues of 225 million
sucres for sale to banks and insurance companies have been authorized.

A general policy anncuncement has heen made that public investment
housing will be aimed primarily at serving low income group members.
However, the exact definition of the nature and =ize of low income
housing projects has not yet been published., “eanwhile, several pri-
vate savings and loan associations have encourapgingly announced plans

to promote projects including homes as low as 3L,000. The only exter~
nally financed program currently being implemented is an A,I.D. HIG
activity through the BEV for the savings and loan asscciations. IBRD
has expressed interest in BEV's inguiry about a large sites and services
program principally in Suito., BEV has also indivated its intention to

request additional HIZ funds,
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The five year National Development Plan recognizes the responsi-
bility of the national govermment to assist the developrent -7 all
urban centers, from the smallest to the largest, and focises on *he
need to: {a) generate sources of urban employment; (t' ~harnel =irfra<:i-n
to secondary cities; and {c) undertake urban refrorm desirned =5 achieve
a more national use of land through planning, taxati-n, expropriaticn,
and legislative controls. The plan sets forth a specific ariective of
assisting 14 cities in formulating and implementing urban develotrent
plans, including fiscal reform measures. To date, cnly Guit> has
vrogressed to the implementation stage of & significant urtan devel:rp-
ment program. The IDE in August 1973 sigmed & U.S.314.3 =illicon loan
to assist the Quito municipality with the portion of its plan concerning
the construction of sewers, streets, and markets. A.I.D, is currently
phasing out its small program of technical assistance to Suitz, Tre
municipality of Guayaguil is presently seeking external financial as-
sistance from IBRD to help carry out its investment prograr =7 soce

USELC million.

r!fa

Total public annual investment development programs excludin
petroleum perhaps now total approximately $7 million of which atout
2% comes from external sources, primarily IDB, ATD, and ISR and 507
from domestic sources. The GOE is attempting tc¢ channel more vrivate
domestic reverues into development areas by requiring the private harks
to either invest directly a portion of their portfolic in develovment

B

activities or to purchase bonds whose proceeds will re used Ty the ¥

Il

for these purposes,

T L D
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The GOE's contribution from its regular budget for capital expen-
ditures budget is oniy $8C miliion. Its debt service payments, however
of $74 million make rossible the use of external resources., PL 48C
Title I proceeds are used for development purpoases though not entirely

for capital expenditures.

As can be seen from the above, in cenjunction with the description
and analysis of the USATD activities contained i- the sections that
follow, the USAID program is increasingly selective in its areas of
concentration. Despite s declining TC level, a reduced staff and no
immediate prospects for new loans, it is anticipated that the USAID
program will continue to occupy & crucial role in key areas with the
potential for channeling additional resources well in excess of the
USAID input into development areas. This is particularly true where
the creation of new or the strengthening of existing instituticns is
essential if progress is to be made toward reaching a portion of those
elements of the population sc far left out of the society. USAID has
demonstrated a unique ability in Ecuador to assist in the building of
institutions with potential for channelling resources into development
needs. The multinaticnal lenders have been less involved in institu-
tion building but have used insitutions started with AID loans and
technical assistance as channel for subsequent lending. The two sources
of international rescurce and technical transfer are highly complementarv,

Neither replaces the other.

M : s IAIJ Tﬁ E
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As discussed below, PL 480 Title I and Title II avaiiaviliiies
can make & significant contribution to Ecuador's developmernt and tc
USAID's effectiveness. Title I loans release oil revenues and octher
GOE foreign exchange for the importation of investrent develorrent
Aeeds as opposed to current consumption, The Title I proceeds can
provide additional counterpart for projects in which SATD participates
as well as other development activities. In recent years the Title II
program has been much more closely related to nutriticnal oriorities

and this process will continue,

%



AGRICULTURAL SECTORAL DISCUSSION

Historical Trends in the Sector

Over the past decade Ecusdorean agriculture has been dominated by
tﬁe traditional tropical export crops--bananas, cacao, coffee, and sugar
cane.

Ecuador is the largest exporter of bananas in the world reaching
$90 million in value in 1960 and increasing to $i24 million in 1971.

The technology of banana production was improved during the 60's
with such advances as widespread serial sprayirg for control of banans
diseases. The technology alsc included the introduction of a banans
variety resistant to Panama disease. Cacao and coffee production were
improved with imported planting materials. Production of sugar was
increased and & new crop, African oll palm, has been established to
provide an important substitute. To a lesser extent, other new crops have
been established, among which are cotton, abacé, tea and mushrooms,
During the 60's with an assist from IBRD beef cattle production caught on
in the coastal area with the commercial use of Brahma breeding, gradually
improving price incentive for heef, today the production meets current
domestic demand. Some limited beef production has been developed in the
Upano Valley in the Oriente. In the recent history of Ecuadorean
egriculture, it is clear that the most notable development have taken
place with tropical crops in the coastal area. Meanwhile the traditional

agriculture for domestic consumption has suffered a form of stagnaticn,

with food production per capita declining slightly. (The per capits

e nl OFFT I
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food production index dropping to 95 in 1971 from 10C in 1¥C). The
ggrizulture of the Jierra falls particulerly into this -ategory. Alshour:
v0%al sgriculturel production shows an increase over recent vears, the
inzrease comes about more from increased acresge than frorm incres-el
yields, except in the case of the export crops to wii:h irprovel tec:-

nology is more readily applied,

D

In spite of the dynamics of export agri-uitur
productivity of the agricultural sector hes been innhitized by skewel
land distribution, lack of technology, marketing defe-ts, and ins-fficienz
eredit. The sector, therefore, shows up very poorly in comperizon wiin
manifacturing and commerce. In sbsolute values anZ using &8n sversge
of 1960-19¢, commerce a-i a productivity three times grester -hen
agriculture and manufacturing two times. The contribuziosn of sgri iiture.
including fisheries and forestry, to the netional IIP Zeciinei from
37.1% in the period 1959-22 %o 31.%% in the period 19-7-79. The se:ior
3DP increased at an annuzl reate of 2.3% in 19oC-1972. Yet, torousn
1972, tne chief s5:rece of pxport earnings was the sgricuiture cecidr,
wnich suprlied about ©5% of the total exports. Tae new peiroleu-

industry will provide the principeal expor: in 1973.

Pasit, Preseni, And Likely F:ture Government Policies, Priorities, ani

Prosrems in the Ze-10or

Frzuadorean agriculture in still very wmucn in an evolutionery staze,

peosing from tne latifuniio-—inifundio inherized fro- the colonie. epori.

- i USE
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Fven al the present time there is still en enormous cempesinc population
{(around 60% of the total population of the courtry) existing in
unproductive conditions, characterized by 2z minifundio and extremely low-
vaid farm labor. This situation is particularly rritical in the Sierra
region where ithe large indigent population has multiplied faster than
the land resources available to it. The coastel agriculture, due to

its export possibilities, developed large planiz-ions of cacao and
coffee Tirst, and later, bananas. Government pr.orities historically
favored the development and promotion of the eryport crops because of
their contribution to & favorable trade balance snd as a source of
revenue., In the 1950's agrerian reform was being mentioned and by 1960
all candidates for President of the Republic were making promises for
agrarien reform. By 1904 an Agrarian Reform lsw was enacted. From a
very weak beginning, agrarian reform is achieving more priority in

GOE's planning.

The most recent 5-year plan gives agrsrian reform one of the
highest priorities for puclic investment., Irrigsztion and drainage also
come in for & large share of the five-year plan investments. A new land
reform decree has just been passed. Apparently the Government will
follow a policy of expropriastion and transfer of title of large
under-utilized holding o cooperatives of campesinos. At the same
time the new law proposes to guard againsi the creation of farm
units too small to be economical. There are gooca indications that land

refors will receive ever increasing emphasis in the future.

PRSI e ST
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GOE is under considerable political pressure to maintain adequace
food supplies at reasonsble prices; hence one of its priorities will
be to increase production of food., New programs for increasing tke
production of grains, meat, fruits and vegetables are now being level-

oped.

To finance several of its programs, GOE has given a rather high
priority to obtaining substantial increases in external credi: for
agriculture. The following totals of loans obtained froc international

agencies shows theilr success in recent years:

Fiscal Year Total Amount
. 1962-66 $ 8,798,000

1967-T1 47,280,000

1972-73 5,000,000

The Central Bank of Ecuador created in 1971 a special unit o
administer three AID loans and two World Bank loans, totalling $33.9
million, in 8 trust fund arrangement patterned somewhat afler sgystens
in use in Mexico and Colombia. The concept involves the channeling
of resources through the private banking system for development credi:
in agriculture and industry. Various modifications nave been made in the
mechanise in order to integrate the operation more closely with the
corresponding ministries. This mechanism will also administer the use
of internal resources for selected credit purposes. In addition, private

banks have been required by a recent law to hold a portion of thei:

P E T



portfolio in development credits in agriculture ani industry, or to purchase

Central Bank bonds in the same amounts.

Economic Factors Affecting the Development of the Sector, including

ggglpyment and income distribution

The most serious problem for economic and sccial development in the
agricultural sector, and one that practically dwsrfs all others, is the
great proportion of people in agriculture who are unable to enjoy &
standard of living consisting of the minimum necessities. About 80 per
cent of the rural population receives only sbout one third of the sector
income. Increasing the growth rate of the agricuiltural sector would
heve little meaning for these people who are sisply not in & position

to participate in its benefits.

Underemployment is particularly acute in the Slerra where it is
considered that it would easily be possible to achlieve the same production
with half the present populaticn. The extreme of winifundio is found in
the southern provinces of Azuay and Lojs where the average size holding
is .35 and .0 hectares respectively. Unfortunately, little has been
done to develop additional saleable crops that can be grown in the high
lands. Those that are grown in the Sierra are done so at very high costs
{low yields). On the other hand, the coastal area is not being fully
utilized. The GOE 1s concentrating its efforts in agriculture in the
coastal areas {Cuayas Basin)} because it offers the most immediate impact
for increasing agricultural production. Additionally they are tryins

to attract through a land reform progream people down from the Sierra.

MSE
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In swpport of GOE policy, USAID is concentrating & major portion of iis
limited resocurces in Guayas Basin. QOther donors have aiso Increased
their activites in tbe coastal area. The UNDP has a projec: “o improve
the extension services, the IDB has a loan for the Boliche mzrisoulicural
experimental station and the IBRD livestock program., USAID has no:
totelly ebandoned the Sierra since there are continuing progracs of
cooperatives development as a vehicle for improving the incone of the

marginal farmer.

Institutional Strencths and Weaknesses

Of the Ecuadorean institutions serving agriculture, probably the
best organized and administered one is the Agricultural Research
Institute (INIAP). It renders an important and vi:ial service to %he
national egriculture. The National Institute of Water Resources
(INERHI), which has jurisdiction over irrigation and drainage procrars,

along with INIAP could be classed as a mature technical institution,

The National Development Bank is becoming & stronger positive
influence in agricultural finance. Capitalization of the bank increased
from Sucres 5C millions in 1968 to Sucres 250 millions in 1973. The
institution is improving and increasing its service to small farrers and
cooperatives and will apparently be e major force in agricul<ural

development in the future,

The Agrarian Reform Institute (IERAC), since its begining in 1:°u,

nas been regarded as an institutional "weakling"'. It is gradually

L



- 24 -

heinz giver a more precise role in itg vartic »e i n ‘n the iTole=~

mentatioson of the new land reform decree alth i ', as 8 devendency o7
the Minigiry o7 Acriculture, 'ts relative fmp-tarce 'n the nalicy
area remains unclear, Given construciive dire- - on f nolizical will,

IERAC could meke a significant eontribtuti-n re” ruing the traditional

distorted land owrershiv npettern,

The Ministry of Asricultire has veer in a =fste f resrpanizati-n
f~r at least the last three years, Y r thig r=mas>n, it has heen hard-
icarrped in setting ur strons nrograms and carr v ther through, In
recent months, it has in~reased its inf{luence ' netional vlanning,
and its vlannings section is now hecoring mrre ‘rvyved in the imonle-

mentation of an arricultural sectyr anslvsis w' "n ISAT) assistance,

The GOK has set s hich oriority for an a--~isultural census for
1974, The orranizal? @ to rarry out this census is being set up, FAC
is providing technical assistesnce, and the census is to be funded in
part by a FI, LEC Title I allocation, The FAD *echnician has designed
a 5-year program Tor -htaining agricultural statistics., These activities
therefore suggest that the weakness In =oond, reliable data for planning

in the sector may be on its way to correction.

Unquestionably, the Ministry of Agriculture has extreme weaknesses
in its agricultural extension activities despi<te UN technical assistance,
Apricultural extension has actually been downgraded in the Ministry
hierarchy and the contritution of the extensin: apency is diminishing.
However, extension personnel are being transferred to specific programs

financed by GOE funds and external loans, The Ministry is taking a much



more aggressive role in agrieultural credis progrsms, There 1: o8
signifizant effort to 2ouple extension 1o credit prosws~z, followin:
tne prozotypes fro- =wo AID loans, with & brignter o:tlook o the ise
of existing extension resources. In the Trusdorean environment thie i-
.probably the best use of extension personnel. There s nd= some

consideration beins given to <he contractiing of extencsion-type zervice-
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from the private sector to support some of the ag
activity, following a system which is much rore developed In neigiboring

Colombia.

In tne privete sector, the agricul:iural cooperatives ani <ieir
various federations exist, but tney sre 5tiil weak eni strugglinz., GO
stated policy is to support the -ooperztiive movement, Tut apart from
wnat assistance USAID has been able to supply, the Cooperative movenen
has not attracted a great amount of pudlic sssistance, thoigh there is
talk of msking verious cianges tha* could provide more =uppor: for
cooperatives., The reviszed 30T land reform mecherise will incresse its
use of cooperatives of small farmers in its land reforw prograz,
creating thereby the need for e massive amount of tecnnical assistance
ani credit %o the lani-nolding cooperatives. The T responsitiiity for

cooperatives has Tteen trensferred from the Ministry of Zocisl “Welifare

to Agriculture undier <ihe new decree.

Relevant Legislative, Budgetary Considerations

Two recent pieczes of legisletion, siready mentioned acove, =~ 1he
L}
new lang reform decree, end tihe decree wilich will inveoive ke pr- B e
banks more deeply 1 sgricultural credit., It i: too early <o :edics
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the effects of the new iand reform decree on prro:. :bion. It has been
rurnored that the suspenre nas dishburbed the lav.er producers, who have
neslecied making iovestment in improvements ar.. e aliowed produclion

to decline bpecauce of .iuertainty as to thelir v -ius vin £ vis the new

decree, It mignt ve antlcipated that 1T - ils v roree onee analyzed

tends to reassure tho:e Llandholders with ceps~l Tor production, prodeosion
might improve. Reassursnee to them coold be o= 'ted in greater invezi-
ments on their pzrt in irrigestion, drzina =, o - inery, equipnent, seed,
fertilizer etc. for wnion additional finsncing woioid be more readily
av-ilasble from ne. scurces of agricultural cre.’:, l.e., Lue private

banking system ani/or the agricultural eredii 1 ms 5f the Central Bank,

and exiernal sources 7 well,
R

i
G0E puplic investment conterplated in fhe ».year plan has already

been presented rlsewnere. TIts support Lo Ibs soricultural instilutions
kY

iv relatively strony:, = chown by the followine Mrires which exclude

[

credit from various lozn sources taken from twe 1972 G301 budget:

int~
(ﬁﬁr”

of Lipriecliare

re Prograws) $ 5;279;000

Netionzl Inzititute of lericultiral
Renearon (INIAP) 2,555,200

“srariza teform In-tiznte (I700 ) 19,919,500

Institute of “ater
(INERIT) 5,304,000

T 3 33,058,000
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Besides the above major institutions, there are sooe szaller 30T
financed programs. All together, the GOE appeared tc be allocating
about 12% of its 1972 budget ($275,894,000 not includinys in<ernal and

external debt payments) to agricultural institutions ani iheir programs.

Abowe there is comment on the GOE's effort to channel more internal
and external resources through the banking system. These cormendable
efforts are still in the beginning stages and thus they are stblect to

the proof of time.

Existing and Anticipated Programs of Other Donors anc AID

Ecuador is receiving assistance in the agricultural sector froo
the principal multilateral agencies--~the World Bank, the Interarerican
Development Bank, the UNDP and the Interamerican Institute of Agrisulturel
Science of the OAS. The UNDP has the heaviest input of grant techrniczal
assistance, being active in agricultural extension and fores:iry programs.
In addition FAC provides other technical assistance, such as an adivisor
for the agricultural census. The World Bank recentiy signed srn
agreement with Scuador for a $5.5 miliion loan for Milagro irrigazion
project to be adminisvered through the National Institute of Water
Regsources (INSRHI). The IDS has been negotiating wi-h the GOE for some
time on a 31€.¢ million loan for irrigezion and allied developments on
11,000 hectares in the Babshoyo region of the Suayas Basirc. An irrigation
syster and a potable water system for the province of Manat{ is being

financed with a 1971 loan of 34.2 million from Wes< Jermany.
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USAID with a mix of existing loan and grent activities will continue
assisting in the development of institutions recessary for the provision
of credit to small farwers (as small as possitle but still sufficiently
viable to receive supervised credit) largely, tiough not exciusively, in
tﬁe coastal area producing rice, cacao, and ecinle olls. Producers
receiving assistance include farmers both in fnid outside of the co-op
framework, and those in co-ops include campesino: in the Sierra and

possibly the Oriente who produce other crops.

USAID inputs involve a mix of grant activiiies and three loans for
a total of $ 12.0 million, which are now disbursing:

1) The Cooperative Bank Loan for $1,200,00C 1s to provide financing
for farm and irrigation equipment and other agricultural inputs so as
to increase the production of agricultural cooperative and c¢redit union
members. In this case the loan is directed tovard a basic GOE objective
of increasing production for internal consumption and export. Approx-

imztely $238,000 have been disbursed as of Jure 30, 1973.

2) The Land 3ale Gusranty Loan for $3.7 million responds to an
identified need to marshal domestic resources along with foreign capital
to promote land reform by assisting new land ocwning cooperatives make
a success of their enterprises and thus contribute to the national
production as weli. Thne project is directed to cooperatives of small
farmers (primarily rice growers) in the Cusyar Basin, which has been

identified as one of the pricrity areas for development. The loan project



provides production and land improverent credit, and -ecanical assistance
to make the cooperative capable of reparin- its debs. As 28 J ne X, 1373

$742,000 hes been disdbursed on this loan.

-~

3) The Agriculture Developmeni and Diversif:i~szion “can for 7.2
million provides credit and technical assistance o indivii.al Taroers
for the production of edible o0il seed (impor: subs<izuzie}, -azao (expor:),
and related marketing. Hence the loan supports ihe tasic >t 'e27ives of

the GOC to reduce input and increase expor: of a-riciitvirzl proluctis.

The activity of this loan is confined <o small and medlur farmers of “re

- ~ A

Guayas Basin., Up to June 30, 1973 the iosn ned disbursed 3300,-0. -9

the GOE.

The grant projects provide vacksiopping for <he loans ani aiso
finance other importani sector activities. The Agricul<urel Zooperatives
project provides a small amo:int of technical assistance o itne Toopersiive
Bark loan, btut by far iis sreater effor. is directed zowari the develop-

mens of marketin~ and suppl: service components in “hw operetions of a

ma’or agriculiural cooperative federation and a directed a-riculiural
credit prosram wnich is being managed Ty the Halional Federmtion of

Credit Unions. All coops activities are direcied toward small fermers
who can tenefit froo sroup purchasing, croup selling ani rroup zrediis,

and tecnnical assistance.

The AJD agriculzure loans in the G:ayas Basin will e supported and

corplemenced o The Agriculiural Produciion pro/ect which was Zesigued

io serve as s venhicle for planning, monizoring, essisting In
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implementation, and evaluetion of the loans. The grant project supports

activities that tend to eliminate "bottlenecks" in implementation.

In a broader sense, the Agricultural Production project seeks to
identify activities suitable for external loan and/or grant financing.
An important approach to this is to obtain needed information and data
through the agricultural sector analysis being implemented jointly by
the GOE and USAID, with GOE contributing personnel, office space and
equipment. Headquarters for the study have already been set up in the
Ministry of Agriculture Planning Department, and GOE counterparts have
been assigned. In addition, AID/W has committed an important and
egsential input of technical assistance and guidance to the analysis.
AID/W and USATD assistance will terminate during FY 1976 leaving
the GOE anelysis staff in place and the program internalized for future

and continuing efforts.

The sector analysis will provide a systematic approach to identifying
programs and projects with the most potential payoff., It will provide
gquantitative estimates of trade-offs in the comparisons of various
proposals and thus aid in the formulation of sound development pollcles.

It will identify restraints in the economy and suggest ways in which

they might be removed or reduced in their effects. The deta from the
analysis will be of vital importance to the Agricultural Project
Development Unit in the Flanning Department of the Ministry of Agriculture,
to the National Planning Board, and to all international agencies engaged

in or contemplating programs in Ecuador.

LI4LTED OFFICTM5T
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Although conclusive data will not become aveilable fro- <ne znelysic
until early FY 197¢, sufficient preliminary inforcetion will nave been
developed by mid FY 1375 to identify eni ju-tify mejor policy Zireciions

&nd correspomnding investment requirerments.

for which external funding requirements are noi coverel Ty <he progrenc
of other IFI's, an AID sector loan would be spproprizte 1o zssure ihas
rajor efforts are directed to the needs of the poorer ele-ents 27 the
population, Such a2 loan could only be made following the resulis of the
sector study and int he event the political situation was sprrocrizte.
An immediate need to lncrease agro-inductry invesiment in crier o
provide employment opportunitles in the rural arez has aire:zdy teen

identified, for which a project loan could be considered.

The USATD agricultural program has been astle w5 utilize

resional projecus L0 some extent. S5o0il fertility testing, seei Zech-

nology and weed conuirol are the tnree principel z2rezs where zssistan:ze

a2s been of velue,

PL 430 Title I funds in the smount of $1,000,00C =eve teen allocstied
by thae GOE to thae financing of an agric:ltural census in 1974, with FAQ
providing <he technical essistance, RHeliable sgriculsursl census dsztis
will be of -res- velue o 2ll future snelysical and plenning effortis Iin

tne asriesliural sec.or. The National Instiiute o7 HrZraulis Resourcec

e

is adminiscering a progren of irrigation proecis with 371,000 of 2L &
Title I funds. The Ministry of Apriculiure hes alloceted eTout o, 113,100
of such funds %0 several projects in its development plen.

SF
o
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HEALTH AND POPULATION 550TORAL DISCUSSION

Historical Trends in itne Gector

The adminiztratli-n 27 healtn services in - dor historically ns-

béen fragmented and poorly financed, wishh the - )l areass practicall
. s - ¥

lacking a health servizesz Infra-structire. Ti::s Las been some improve-
ment over time but as recently as the mnags: Jderr - ot lezst 19 autonomous,

or semi-autonomous, nealinr arsencies, public 2+ orivabe functioned withont

central direction or norrz. In 1957, = separn-e ‘inistry of Public Health

wag created from a comoined Minisiry of foeia. ~ifare ana Health and
rarious elements of the Foint IV Servicio. @ - -onzolidation took time,

Between 1967 and 1972, tbe now Health Ministry sl no real directive
powers over a separate IJational oirection of "zium on the coast, centered

in Guayagquil, while puriic hospitals were admi istered by the Minigstry

of Social Velfare, tne Jociel Security Aamini-oaiion, and the military.

In April 1972, the Netionrel Revolutionary Tove muzen® decreed a centralization

-

of health avincrity i e HMinlstry of Henlto, ~¢» main effects of thils

gction o dete have noen Do subhordinste e 700 LUTars’ Dirvecition of Health
w0 voe Ministry, to vl control to it of wonoilisl formerly under the
HMinistry of Jociasl Ve faire, and o estobiich  + Vinl try of Health as

soordinator and determiner of norws for ail esiltll service prograns,

polic or private,

The past conditions of administrative dirriray in the heslth field

existed in the face 5% one of the poorec:t nsti gl heslth situationsz in

La*in America, The Popriation rrowhth rote Fes wweq running 2t 3. 4%,

the hichest in Lotin Ameriea, and one »f the ~ 1 hest in the worles

ADAIT-D OFRTCLAL U5
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life expectancy is only 52 years (U,S.: 70); infant mcreality in <he
rural area is high, an estimated 250 per 10C{ live birtns [7,5,: 1270,
Cnly 20% of births are estimated to receive professirnal attenti-rn,
34% of all children under the age of five suffer first, second or
'third degree malnutrition. 574 of deaths from al) causes co2:l3 te
avoided by adequate prevention programs because only 3% £ the pon-
ulation has access to minimum health standards and care. 'nlv four
of the 104 counties (cantones) have a complete range of health services.
Twenty-four counties have hospitals (most of which are ir deploradle
condition) and 76 offer only limited dispensary services or nothing
at all, 7% of the rural population and 50% ~f the urbtar popilation

have access to potable water.

Government Policies and Priorities

In the past, attacks on serious health problems su:ch as =alaris,
infectious childhood diseases, malnutrition and tuterculosis had teen
mounted on an oprortunistic or urgent basis, heavily deperdent on

outsiders for funds, technical guidance and evern motivaticn.

Today an attenpt is being made tc approach health protlerms of the
country in a more rational manner. wWithin the las*t 2 vears the Ministry
has prepared a 5 year health plan for execution during 1972-7", Its
vriorities are: environmental sanitatiorn, materral-child health
(including nutrition) and the eliminaticn of certair infectious dis-

eases such as pelio and measles, through vaccinatiorn campaigns.

Family planning is not singled ocut as a separate pricrity .t is

included as part of integrated health services, with ncrms eststlished

BIRL" S VURIIRSI VI Fon . HNS 31
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by the Ministry for both public and private farily planning programs.
Although there seems to be increasing tolerance «f privately sponsored
mass media presentation that promote family pl.snring, the government is
not yet prepared to promote educational or motivational programs and
ﬁaterials. Nevertheless, a defacto priority erists for family plan-
ning because it is well funded and because of ithre increasing recognition

by the health profession of its importance.

Within the 5 year plan is a sub-sector rursl! health plan. Its
priorities include: (1) obligatory 1 year rura =ervice for young
medical graduates; (2) the construction of up "¢ 312 country hospitals;
(3) the development of up to 300 sub-health centers at the township
level staffed with medical graduates; and (4) the establishment of up

to LOO health posts with aide nurses at the community level.

Pregent policy and pricrities are likely ‘o continue for the next
few years, with increasing official recognitinn and of the need for
family planning, not cnly based on conventiona! medical grounds, but

8130 for demographic and related national-development reasons.

Economic Factors that Affect the Sector

The rural and urban poverty of Ecuador, and the ignorance of great
masses of its rural peoples, contribute negatively and heavily to the
gsorry health picture of the natio;. Poor health and heavy population
growth, in turn, contribute increasingly to e-anmomie and social prohblems

and hence a vicious circle is perpetuated.

P smesmos s avne: ARIEND
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Toe new, un-needed mouths tha: mist te fei sop-up &n. ~eins —Bie
? F--F O

in GNP, This is felt in terms of edditional rmeilicsl, nesl-nr, edizetion

end employment and ovher soclal services tha: rust 2e  proviiel. Fresently

H

sbout 50% of all Ecusdoreans are 1% years of ate or sounrer sni tnerefore

econonriically unproductive, The high fer-ility rate Is expeczzel 0
increase the rate of dependent children o the lebor forze fro- 1,57,

(197C) to 1.31 (1980) ye: the unemployment rate estimated LoT of e

lebor force which is prolected to grow from 1.9 million inm 1971 =0 2.7

million in 1930. Thaere is little ope that the increase can te sbsorted

in agriculture as has occurred alstorizelly, nor oy industry wiizxz is not

expanding with sufficient rapidity. Moresver, people are ot responding

©0 populstion pressures on the lend by oving To arees of more egricultur: .

potential but rather are nigrating in great numbers To <he large citie
winere they add to the aglready overburdened socisl servd

tnere are ¢ (410 in 19-.) persons per nospizal-bei in Zcuedor ers:s

120 in the U.5,

Foreover, sie income digtiribution of ihe contry -- 33% of 8ll in

is earned by %ae 2,4% of the popilece 237 < top of —he socisl pyrazid
~he regressive lax sr-oter, and other socisl ineguizies rannoT bDe seen,
e short run, &s penefitsinzg the nealth of —het o of Tohe populetion

vilen is ouiside tie roney econocy and enerally illizerece.

Apar: from “he bpiri-rate pressure, Lhe hizh rates of sickness

and deatn ‘ake ilzeir econonmic toll on produciivizy ani constizute &
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serious drain on the income and resources of -Is country. Only when
births, deaths (especially of children) and sicxness rates decline,
will Ecuador be able to achieve efficient deve! »oment and high produc-

tivity.

Institutional Strengths and Weaknesses

The Ministry of Health is little more thzar © years old, but is has
been bplessed with two stable regimes under #w. motivated Ministers, the
first of whom was personally committed to the development of an agres-
sive family planning program and policy on the rart of the Government
and the second of whom has {but with less enttisiasm) consistently
consolidated that program. Both gave heavy sucrort to the development
of a rural infra-structure of health, and the latter has afforded high
priority to preventive programs, especially ervironmental sanitation.
Generally speaking, the Ministry and its deperdencies--such as the
National Malaria Eradication Service--are highly motivated and are by
and large professionally staffed. However tre rontinuation of part-time
private practice by public health physicians to supplement their low
salaries reduces the effectiveness of the Ministry. Further there are
few trained public health or hospital administrstors in Ecuador, and
almost all administrative positions are now ir. the hands of physicians

who have little skill, treining or dispositicr fo- management.

Additionally, the hospitals of the country are antiquated. Quito's

leading paper El Comercic calls them "a tragediv'. The Ministry of “walth
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nas recognized this problen by contrecting o plan tiiree moiern ceneral
nospitals (in Quito, Machals and Behfa de Cardguez). The plens will be
drawn-up by specialists instead of inexperlenced Contractors who, in the
past, nave constructed "white elepasnts’, such &s ihe new iong incocplete

military hospital, which are not suitable as pospitel builiings.

Finally in the face of regional en. vesied interes=s, *ne Minisiry
is rapidly consolideting its role ms 1he cenier of authoriiy, creating
netion-wide health orgenizsiicns fun-tioning under 2ommon procedursl

standards and regulations,

On the private side, Ecuador hes cone doctor for every 2,7 0 inhab!-
tants (1970). ‘Uorse off in this aspect tnen most _atin countries. Zcuador,

like the others, finds its doctors clustering within the lerger cities.

Tne only off-setting trend is the obligeiory one year rursl service
required frorm medical graduates before receiving their cachet, Aparc
from individual doctors end gro:p practice througs priveie urtan
ciinics, there is little health care proviiei from the private seczor
oy philanthropic voluntsry orgenigetions. Fer 00 nany people ireat
vhemselves on the advice of medicelly unirained, profit —otivated
pharmacists in the populetion ceniers or unschooled empiricisis in

the country.

rRelevant Legislative and Budgetary Consideration

For mboutl three years now, the G0IZ has been ruled bty Presideniisl

end Ministerial decrees, 2 number of whicl have legalized the poll.cy

plasrausheraWe:ni-t -5 70 T
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and cperational changes discussed above. Fublic health service is faring
well under the present administration. The Ministry planned budget for
1974 shows an increase from $13,073,279 in 1973 t- $16,554,656 in 197k,
The 1974 figure represents 4.7% of the national rudget compared to

3.7% in 1973, However, health is still low viewed in relation to other
sectors which, in 1974, for example, alloted 27.9% for education, 15%
for public works and 14.3% for defense. While the current budget is

far too small the increase for 1974 hopefully will establish a trend
towards a bigger slice of the naticnal budget for health. The expectation
of increase is exemplified by the Govermment's commitment to its rural
health effort as demonstrated by special tex recently levied on urban

properties valued at more than $8,000 to help finance the program.

Existing & Anticipated Programs of Other Donors and AID

Other donor sctivity in the health and population field is extensive,
not all of which is listed here. The primary technical assistance to the
Ministry of Health is provided by 18 resident and approximately 20
regional PAHO/WHO advisors, who work across the entire front of the
Ministry's technical and administrative operaticns, and who help
administer projects in rural health, environmental sanitation, epidem-
iology, nutriticn, malaria eradication, meternal-child health, public

health, and hospital administration, etc.

In Family Planning, participation of other donors, thus far limited,
is steadily increasing as their interest and Ecuador's receptivity grow,

TPPF's local affiliate, APROFE, operates local cl:inics and is active in
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m-tivati-nal and educati~rel activities, Tath®inde~ nv-vides --réra-
ceptives to all puhblic family olanrine orograms. Tre “lanred Tarerntn~-~4d
Tederation ~f America will now take over the “inar~ing -7 a prasras wish
the VW-men's Medical S-ciety, Mearwhile the 'N¥TA wi'' sss e irn Janar
the financing ~f a ver: effertive clinical prorram witzhin “me Minmigor:
of Deferise now beirz finded Ty USAID, "™WFYA is als~ --rsiderinz =he

funding of a proposed National Five Year Vlan ©-r Tamils “lannin-, drawn

up ty the Ministry ~f Health las* Decerver, and n-w :rder review o= *+e

(&9
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Nati -nal Planning 2-ard. “ne -~ther orivate orranirati-r, worl
is working in Ecuador, sunrortine arn ed:rati-ral =met ~d-losv se-inar ©or
family planning w-orkers,

+

The USAID is particilarly desirous of redutirs {+s pred-minant v-7e

[if]

in family planning efforts in Eciador, Streni~:s eff~ris are -onsiniic
t> te made to induce nther donors -- verivate irstitusi-ng, -ther rovern-
mer:ts and internati-nal arencies with a geriine ir<eres: in ‘arily vlan-
ning =-- to assume a larger role, The USATD pronosed ise »f Ti<le { re-

srurceg for FY 1075 is htased »n a realistir estimate o what seers prob-

atle in this rezard, T~ *the extent ihnat osther ing<itti-nms can mouns

effective programs that woi'd reolace U'SATD finan~ins tnis would Te moast

(%

welcome, AID/W assistance is encourared and snli~ited ir this rerard, and

trhe Mission will later make specific recomrendati-rs ¢-r AID/W a-tion, T+
sh-uld e noted, n-wever, that the channeling ~f Title X funds through
nther agencies than USAIZ, while it offers asdvantares, nlv vartiallv

reduces the ADD profile ard mav r:n the rigx that these Title X furdr

w211 not e used for family vlannins procrams “o the exent antici ated

: - FFICTIAL "BF



virition, UWICC Al ', have ¢nl recent speci ie-

In Wubtrition, UNITZIF, FAO and PAHO, ha nl recen cial m

sions to Ecusdor to 2eln develap naftionsl nuizri ‘on policies and pro-
crams. All of their escwivities h ve been cervird out in full coordination

with the USAID supporte: I effort to restric +»o¢ ithe Netional Nutrition

Institute (INNE)., 2'H has provided a f:11~7 + otrition advisor o the

ile FACQ and UNICEF havrs coneentrated thelr efforts

Ministry of Health,
on developing an inter-wiinirterial mitrition oooiinating body within the
National Planning Bozr.i. The INNE will provi ¢ onrofeszionel staff as-
sistance to the inter-mininterial group in developing an official
nucrition policy and pian, neglected in eariier :idvelopment planning

by tne GOE.

URICLEF is funding a three-provinee, rurnl development pilot pro-
gram which ineludes Important nutrition and ra erpnzl-child health
services. CARE and CEZ heve also bullt sperc.nl, innovative nutrition
programs for the valneratle groups-rmoitiers an | pre-school children-based
rrimarily on their dis.ribution of Title IT fno. in close collsboration

TTOUA

with the Ministry of Heslih and 10ATD,

As noted esrlier, iie IDB has & siortanical loen out to the GOE

for developnent of potable water and sewsnre 35 femns in larger cities.

The rationale for U.3. ald 1ig that we csmnat ignore the clinical,
ngyciolopicel, financial and political relationoiips between family
planning and other sub-sretors of health whic: 3 1d be both codnter-
rroductive andéd niratesically dangerous. Conner i for the smell, plen-
ned family mist be mail:xhed, in some derree, - enonstrated coneern

for tne survivel, hescii: and productiviiy of Twliy members. Tlis concern

LA OEE TOL AL, UsE,
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is based on three azssumptions: a) most parenss .11l nos prec-ice family
plenning until survival is azssured for the cnhildren they want =2 have;
b) *he health and well-teing of family ~ebers sre pre-reguisizes for

1 . N -

personal and nationel developmernt; °) and zs ‘n merny o-ner Lstin ~oine

triesg, 8n exclusive interest on our pert in famils plannins ->23 easil:

provoke Ecuadoreans to psycnolorinal end rolitical resistance To the

prograt.

Therefore, USAID asctivities accori priorits o tie estatlishmens
of an adequate family plannin; program, while supporting carefully
selected, complementary activities in priority Zeelth zeveloprent 227iv-

ities, such ss nuirition, environmenial sanitatiosn, =ni the develcopoent

of an integrated neal:i: dellvery sy-:e for riral eress,

In Nutrition, we will contin:e our cooperation =0 sirengthern and
restructuire the Netional Nutrition Institite (INNZ), cresting research,
pilot project and advisory cepecities on which o tase national food
and nutrition policyr and plans., One of INIZ's pilot ecxivizies will

2e 8 mass media nuirition education effort findei urnder & re-ional

profect.

The Malaris Zradicetion pro’ect, formerl; carried out with ~ID
ioan suppor: and now receiving some PL LQ Title I proceeds, should
be successf:ll: complezed by FY 1975, The Government's technical coc-
petence and finanzcing should be sufficient 1o keep the iisease unier

convrol, i€ not fo ergii-aze 1, Dy tha. itine,
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Because of its relstionship to the nutri-ionel project in which
we are cooperating, we are considering a response to a8 request for
assistance in the Tinanclng of potable water =ani sewage systems for
communities of less then 5000 populstion, nes—_y all of which lack
sueh systems. (An IDE loan currently finances prosrams for larger
Ecuadorean cities). The Mission plans o expiore with IDR the pos-

sibility of extending its program to small cxurnities,

Meanwhile, the Ministry proposes to use i%s own funds, together
with availsble PL b8C Title I funds from prior vyears, to set up a
revolving fund for water and sewage loens to be made to communities

which would contribute labor in cerrying out well engineered plans.

One of the most serious problems in delivering family planning
services in Ecuedor has been the lack of adequete health delivery systen
in rural areas. Only aboub 4% of tnhe 60% of recuador's populstion which
is located in rural areas receives a fairly complete range of curative
medical services. Lven that small percenta;s of people does not receive

rmich health education, preventive and family pianning services.

To correct these deficlencies, UBAID in support of the GOE made
a successful bid to obiein the regional DIID: Project (Development and
zvaluation of Intesrsted Health Delivery Systems) for Ecuador. Now in
its planning phase in the southern region of the country, the project
will pe implemented first in a predominently rural pilot area of vp to

500,000 people. ts objective 1s to design 3 practical, low cost health
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delivery system to sssure that up to ©6% of the women in cnild-bearins
age, and their children receive adequate healil: care services, witih
empnasia placed on femily planming, nutrition end meternal-ciild tealzh,
witnin a time frame of 5 to 8 years. Tue American Dobiic Heel:ih As-
‘sociation and its sub-contrec¥or, the University of Californis, ere
implementing this AID project in collaboration vith the GOE. If suc-
cessful, it is hoped that the Ministry of Heaith will incorporate it

on & national scale into its program where it would serve as a model for

other countries in Latin Americs.

All of the USATID activities described sbove are designed <o e
cooplementar;y to our effor:t in family planning with the 30E. Zven zkhe
Malaria Service is now involved in & pilot farily planning referrsl
program. The family planning program, waich bezan in FY 193¢, now
involves eight separste subprojects with four different rministries
(Health, Sociel Welfare, Agriculture and Defense) =nd the National
Pianninz Board. A nintn subproject witno the Ministry of Educetion
is being developed. These subprojects are rapidly esiatlishing ihe
infra-structure of progran administration, c¢linical services, education-

gl activities and demographic da<a ~eihering.
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EDUCATIONAL SECTORAL DISCUSSION

Historical Trends in the Sector

Ecuador's effort to provide schooling for ar ever increasing school-
agé enrollment has been gaining on the populatis. Juring the last ten
years. Primary school enrpllment incressed et [our times the netional
population growth rate, from 595,000 in 1960 to & .D20,000 in 1970.

Secondary school enrcllment tripled from 7,300 to 210,000. To
accomodate the rise in school population, classroom construction has
received considerable attention, particularly i~ she primary area. 3By
the close of FY 1971 there were 26,003 primary classrooms, However,
there still remains a deficit of primary classrooms estimeted at 12,000.
In the secondasry area, by the end of FY 1971, there were 6,693 classrooms.
If 100% of the secondary school age population attended school, the

secondary classroom defisit would be 19,237.

Percentage of primary school age population actually enrolled went
from 51% to 61% in the decade from 1961 to 1971, Percent of secondary
school age population enrolled moved from 9.5% t= 19.4% in the same
decade, and higher educaetion enroliment quadrupled from ten to forty
thousand, although 93% drop out in the first three years. Availsble
estimetes reveal a slowing reduction in the percentage of illiterates

from LW% in 1950 to 32% in 1962 to 29% in 197%

Teacher population during the €0's rose fro- 15,300 to 28,000 in

the primary area end from 6,000 to 21,000 in =he secondary area. In this

TED OFFICLAL US™
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era, the quality of teachers was not very high, one third of the pri-
mary teachers had only empirical training and the balance were norrmal
school graduates, Secondary school teachers were ever less prevared
with about 90% untrained in methodology. In FY 1G€5 the Ministry of
éducation began a program of up-grading teachers through ine-service
training. From 1965 to 1971 14,199 vrimary teachers ard 2,177 secondary
teachers received in-service training. This program continues and is

one of the M)E's current principal programs.

Past-Pregent, and Likely Future Government Folicies, Tricrities and

Programs

The Ministry S-year education development plan (1973-1G77' calls
for "social justice through educational developmernt.” The goals are
universal primary education, extended rural education, reduced 11lit-
eracy through nonformal means, and improved quality o5f teaching and

holding power of schools.

In addition, the plan includes exterding primary school faculties
to include grades 7 to 9; encouraging svecial education for retarded
and handicapped; making studies on humar res»urces reguirements; ard

providing adequate equipment, classrooms, lahoratories, and workshops.

As one can see the planning dacument is troad, all ercompassing,
but lacks specific details. This is recognized within the MCE recause
since June 1972 the Ministry Flanrning Cffice has teer carrying on &

sector analysis in the primary area. The analvsis to te terminated in

T eREaEAla LS
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June 1974 will identify spezific poals snd pro. e s designed to realize
these gosals. (Further, the results of the snalvsis hopefully wiil

convince the Ministry to 'nderteke 2 similar one in the secondary level.)
Th? appointment of the previous chief of the seclor analysis working

group &s head of the Ministry Planning Division i fugust of 1973 should fa-
cilitate implementation of recormendstions drawn from the sector analysis.
In addition, seven working groups have been cresTed 4o facilitate =

through assessment of the Ministry in areas of school construction,
supervisory system, in and pre-service teacner iraiszing, nonformasl

education, educational technology, and ministry crganization.

Illiteracy continues to bhe & real problem. Literacy education is
jmportant for it not only improves & person's self image and self respect
but alsoc increases his ability to learn salable skills. Furthermore,
under Ecuador's Constitution only thnose who can reed and write are
eligible to vote. From July, 1967, through July, 1972, the Government
cooperated with UNESCO in & 33 mililion pilot funccional literacy progran
wnich attlempted to combine litera~y training with ecoromic and social
development in three tegt sreams, OSpecific voeatiznal skills and community
development techniques were taushl. to some 17,410 students who represented
4h% of the illitermtes in the three demonsiration areas. The former
Director of the UNESCO pro.ject is now director of Adult Edvcetion end
in position to change the rigid curriculum of the some 3,800 education
centers wnich reach some 44,000 aduli<s annually ‘hro.ghout the countrv.

There are approximately 5,000 full end part-time teachers (81l norms

leblMLZED OFFICTAL-UBL
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school graduates) supported by a budget of approximately five milliorn
sucres ($200,000),

The Ministry Aduit Education Section is develoring 8 nonformal
education materials development experiment. Some 3€]1 centers in eight
provinces are testing the effectiveness of nonformal msterials and
methodologies in combination with a newly devised literacy training
method developed partly on the UNESCC findings and Taulc Freire's
philosophy. A five-year budget for a plan to bring literacy to 718,{0C
adults has been proposed, based on oil revenues, increasing from

$890,000 to $3.5 million annually.

Building on the existing in-service teacher training program a
new innovative approach to teacher training was started in the spring
of 1972, with & preselection workshop and a ten-week seminar involving
24 teacher trainers divided into teams of three each to direct workshoos
in different parts of the country. This approach and a follow-up of
tryouts and evaluation have helped to keev the program practical,
Twenty eight "teacher-trainers"” developed ir this manper have been
appointed by the Ministry to train and retrain teachers nation wide in
use of the improved first grade materials, By the end cf 1973, 13,00C
teachers will have received training under this program and 3,00C will

have received follow-up.

Coordinating with this activity is s retraining and redirection
program for supervisors to change supervision from an administrative and
inspectoral role to that of instructional leadership and practical teacher

support.

T A i b
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There are three ongoing prograns designed to give educational
service to secondary and university students. The University Book-
store Program provides modern texhtboocks and reference works at cost
for university students and professors, The %aticnal Bookstore Service
provides & similar service for the secondary ‘tewv=l, The National
Educational Credit Institute provides long-term low-interest loans
to needy individuals who wish to specialize ir areas where a manpower

deficit is projected.

Economic Factors which Affect Develooment of the Sector Including

Employment and Income Distributicn

The Naticnal Planning Board has indicated that fifty-three percent
of the total population of Ecuador earrn less than the equivalent of
eighty dollars a year. The low level of education is a major inhibitor
to increasing income for these marginal people, Growth in the industrial
sector requires at least functional literacy in the labor force, placing
ever-increasing demands on the educatior svsterm, In order to benefit
the poorer pecvle, the formal education syster mist improve access,
relevancy, and quality, at both vrimary and secondary levels. Because
90% of the vpeople do not continue tevond the sirth grade, major efforts
should continuve to focg on the orimary schonl level, and on programs

affecting illiterate adults in a opractizal or nonformal way.

Two factors affecting access are the shortage of schools, especially

in rural areas, and the need to rear initial -nstruction to the language
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of fluency. Directing some of the new revenues toward ~uilding schools
would facilitate putting more children in schools. +Whereas ahousz
$1,050,00C a year would allow primary schcol construction to keep up
with increasing population, $3C.C million would be needed tc make up
the present classroom shortage. The quantitative output of the rnormal
schools, now sufficient to provide teaching staffs at the present rate

of construction, could be increased accordirgly.

The existing system cannot successfully handle a significant rut
unknown number of Ecuadorean children who are not attending primary
schools because instruction is in Spanish while they speak only an
Indian Language. Many do not start school, while others do star:,

meet complete frustration, and drop out.

The gquality of education and %tc a certain extent the relevarncy of
the schooling are coming gradually under the influence of the rnew
teacher trainers. Modern techniques of instruction are being learned
through pre-service primary teacher education amd in-service training

programus.

Relevant legiglative, Budgetary, Manpower, Attitudinal, and Technological

Considerations

The increase from 1U% in 1959 io 25% in 1973 cof the national %hudget
assigned to education reflects the soci-economic importance given to this
sector by the Government. This budzet has been increased even wore by the
assignment of $C.CC2 per barrel of oil %o the newly established student

loan fund, which by 1977 will total $1,045,00C annually. Almos: all of
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the teaching methods and curriculum suit znother s~r: and purpose and not
that of a dynamic developing economy. Therefore, :13AID, UN & OAS grant
rrojects are working with present educational contents and methodology
in order to up-grade specific needs in technclogy #nd administration and
to increase educational cost-benefit return. A desire to change from

"classical to "developing economy"” concepts is ba::iming evident.

The Government has not decided whether it will provide the new
textbooks without charge to all primary students, >r sell them at cost.
Free distribution, which will cost upwsrd of $1.7 million annually,
demonstrates to the populace that in fact the goverscment is providing
the promised universsal education, zlthough at the =xpense of other budget
items, Selling the books, on the other hand, woul: sssure annual reprinting

and periodic updating.

Existing and Antiecipated Programs of Other Donors and AID

An integrated approach to educational assistance is in operation
in Ecuador, i.e., USAID cooperates with the GOE orn priorities at the
primary level and in nonformal education, IBRD 2t <he secondary level,
and IDB is involved with higher education. The (A% technical assistance
project ($70,000) evaluating the educational reform plan of 1964 at the
primery and secondary level will be completed in November, 1973. The
Germasn Government is providing four technicians to work in a teacher-

training program, at the technical level.

Substantial input is being made by Washington and regional offices,

particularly from the Regional Technical Aids Center in Mexico City
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and Sector Analysis Division (LA/DR). 65,00C publications of RTAC have
been distributed in Ecuador, 10,00C through the National Bookstore
Service and 30,000 through the University Bookstore Program. Sector
Anelysis will identify deficiencies and opportunities for change within
ihe Ministry that can be carried out with existing resources, including
PL 480 funds, and in conjunction with other international technical and
financial agencies, It should help to assure the coordination and eval-
uation of educational activities funded by all sources. The primary
education sector analysis receives technical support from Sector Analysis

Division of LA/DR as well as from the USAID,

At the Primary lLevel. A bilingual bicultural project could help overcome

much of the educational disadvantage of the non-Spanish speaking popu-
lation by teachinpg these children to read and write first in the language
in which they are fluent, introducing Spanish as a second language. 3y
the end of about three years the student has become truly bilingual,
receiving instruction entirely in Spanish from then on. Picneer work

is being done in this field, and there are now over 5 bilingual teachers,
It would take five years to get the program moving soundly intc all parts
of the country. In each indigenous language exact data need to be
developed on: number of children affected, status of linguistics,

customs and mores, actual textbook needs, etc. Tc accomplish basic
linguistic work, writing new and revised texts and printing pilot rums
may cost upward of $100,00C. Final printing of textbooks might be

handled by a loan or grant program of twice that amount.

ey 103 { VAT
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In recent years USAID's cooperation has beer centered on the primary
level with the mix varying as appropriate, grani funds, loan funds, and
PL 480 Title I proceeds being utilized to assint <he Ministry establish
a ?extbook production center. Vriters and illi s'rators have been trained,
and so far 1,350,000 books have been printed “or first grade in the fields
of science, reading and mathematics. For second grade 330,000 have heen
printed with 270,000 currently being printed. "< the third grade level

33,000 have been produced with 567,000 zlready under printing contract.

Under an AID Loan the School Construction Zection of the Ministry
constructed 936 primary classrooms between 196G and 1973, representing
one-third of all primary classrooms built during that time. Classrooms
built under this loan program have been constructed according to such
high standards that they will be a permanent zsset to Ecuador with any

reasonable maintenance.

Nonformal ®ducation. The beginnings of nonforral education can bhe traced

to the work of the Misidn Andine, once Fcuador's largest and most active
community development pro/ect. Sterted in 1907 with technical assistance
from the UNDP and & Loan from IDB, one of its cbiectives was to bring

literacy to the rural indians in the Sierra.

Currently, USAYD and the Ministry's Adult Education Division are
epollaborating on a nonformal education experimentzl project which began
in January, 1972. It emphasizes the development snd testing of new

methods and materials tec provide relevant nonformal education to those
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who did not attend or who drovped out of schools. An inncvative projfect
utilizing such methodologies as educational games, group discussion, and
community drama, it will continue to create and test more complex materials
based on those developed during the initial phases. TAB is planning to
provide for a thorough evaluation of these materials and methodologies.

This project is not only developing new literacy materials but also
experimenting in the general field of "consciocusness-raising” and social
development as practical corollary to literacy skills development.
Experiments in both print and audic mass media will attempt to support

the other methods and materials, Variocus kinds of radio programs are
being produced and field-tested to ascertain their learning and support
effectiveness, It is hoped that the techniques developed in the 1A regional

project, Basic Village Education, will prove applicavle in Ecuador,

Other organizations related to nonformal education include SEV,
the domestic Peace Corps type volunteer service which has some 5+ volun-
teers working in varicus parts of the country who are also involved in
literacy training and cther types of nonformal education endeavor,
Radio schools, sponsored by the Cathclic church, reach some 100 students

organized into "listening schools” in the Tabacundo and Ricbamba areas.

An independent non-profit institution, CEMA (Centro de Mctivacion
y Asesoria) is a small but innovative force in the nonformal field, CEMA
trainers pioneered the facilitator or community teacher model for nonformal
education. They were trained, and their first experiment two years sco

was funded, by USAID., They have received two grants totaling $15,0(<
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from YWorld Neighbors to continue experiments. (FML emphasizes socizl
development of the whole commnity as a part of the educational effort,

utilizing group dynamicss and organizational develcpment techniques,

At the Secondary Level. Thirty nine percent of tne high schools go only

through grade 9 (Ciclo Bdsico) with a standard curriculum for all. The
other high schools include grades 7 to 12. Of the total number of high
schools, thirty-five percent focus on the humanities, twenty-two percent
are technical schools and four percent are normsl schools training primary

teachers.

The World Bank is providing a $10,200,000 loan for the construction
and equipment of 28 high schools. The loan includes a teacher training
program as well. The GOE is presently negotiating an additional loan
of $20,000,000 which would finence 4% or S50 more high schools. The two

loans would benefit approximately 70,000 students.

The UN is developing two technical assistance projects to improve
the curricuia in voeational education, literacy training and sgriculture.
The QAS plans to finance ($L0,000) an evaluation of the existing vocational
education curriculum. The West German Government has financed the
construction, eguipment, teaching personnel, and scholarships of a high

guality vocational school (ITEA) in Quito for some 200 students.

At the University and Technical School Levels. External assistance to

Universities is growing; since 1953, IDB has channelled $5.1 million,

generating an additional $3.1 million from local sources, to the Central

T ICIAL USh
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University in Quito ($U0OC,000), the University of Guaysquil ($600,000);

in 1969 a loan of 31.5 million to *he National Polytechnic of Qqui<o,

and in 1971 a losn of $2.6 million to the Politécnica del Litorsl in
Guayaquil. These funds nave been used for constructing new and

remodeling old buildings, the acquisition of teaching aids and leboratory
equipment, the creztion of new faculties, ajvanced treining of professors,
creation of special lesboratories for scientific ‘nvestigation and the
reorganization of university administirative structures. The Rational
Polytechnic is negotiating a UN project of 3525,000 to develop a graduste
level program of research in technical fields (civic, chemical, industriel
and petroleum engineering) and is carrying out feasibility studies <o
justify a UN project of 31,132,00C to develop a Faculty of Agricultur
Engineering. Another UN project of 357¢,000 under negoiiation wizh the
University of Guayequil will develop the Faculty of Agronosy and Veterinary
Science. Using PL 30 money the Ministiry ic completing comstruction of
the School of Agronory at the Central University st e cost of $75C,000C.
The Catholic Universizy of Quito is presenzly carrying out & fessibility
study (with a $20,00C 247 grant) to justify 2 f:ture IDB loan establisning
a Faculty of Business Administration. The 0AS is considering & 320,00C
project to provide iraining and eguipment for the Ministry's statisticel

secition.

LASPAU ams helped Zcuedor primerily in the Polytechnic Zchool in
Suayaquil. Cver thairty scholarships have been given to its staff
members and ten nave already returned %o sireng:ihen end upgrade the school.

- P —
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Fach year many scholarships are available at post-graduate level through
the UN, the QAS, and an estimated 30 individuzl -~ontries, many of wich

are being administered by the Bducation Credit Tnstitute.

At the Skills training level. The Ecuadorean Professional Training

Service (SECAP), initiated with AID funds and technical cooperation in
1966, provides technicsl training at a practical level for electricians,
mechanics, and for industry and agricultural workers. SECAP is financed
by a 2% tex upon industry. The ILO is furnishing $500,000 for training
of instructors to increase the number of courses svailable, equipping
various SECAP workshops{metal work, electricity, elecﬁronics, building
and furniture construction), and providing consultative services to
industry, SECAP plans a new 200 pupil training center for Guayaquil,

to be partially financed by the German and other governments, which will
include a hotel management training school. The 0AS is adding $2h,000

to extend a $30,000 study of labor force reguirements at the workers level
begun in 1969. The Swiss government has indics<ed its support ($500,000)
to finence agricultural farm equipment, techni:al assistance and scholar-
ship funds in support of SECAP, England is providing $10,000 to upgrade

training in electricity.
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LIXELY U,5, ASSISTANCE RIGUIREMENTS CVE= THE NEXT SEVEFAL YEARS

Technical Assistance

i

Cver the last several years the annual level of "TATZ techrical
assistance to Ecuador averaged $4,7 millicn., The sectors in which we
collaborated were, agriculture, educati-r, family health ircluding
nutrition, and industrial develcoment, The rtublic safelyv ard later
Drograms are non-sectoral,

Following AID policy of coancertration, ~ur effrorts focused inte
three sectors: agriculture($177, ™ ir Y 7h4°, educati-r {%1,737,00C
and family health ($1,082,% ), “utside these three sectors -f concen-
tration we will continue t~ carry orn activities in oitlic safety and
narcotics contreol, lavor development {AIFID' mnd scecisl devel-vment
activities ($2,011,00C excluding labtsr which is furded regionally’,
Projects in the industrial development séctor are scheduled to thase
cut by FY 1975, Furdirz, excent “or a small amourt for wmonitoring
costs under Technical support, is termin;ted earliier. The o-verall
level of technical assistanrce will »e decliining from arproximately

$5.C million in 7Y 1877 <o gonroximaZely $. milli-r ip 7Y 1073,

Agriculture
We will cnntinte “he Agric:ltural ir Zrction and Agricultural

Cocperative grart ‘rofects Yecause arriculture is Zcuafor's weakest
and least dvnamic sector, I fact, the rate f growth particularly of
domestic food prodicti~n arpears *no have slowed 2owr in the £C's and

early 70's, Therefore, we w!11 nrovide teachrical assistance in surrort

of the Agricultaral Jevel mernt zard Tivergificati~n T -an to nelr in the
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diversification of export crops, cacao, and ¢il seeds which have an
important substitution vpotential. The Land Sale Guaranty Loan will
provide more technical assistance tc new cooperative land owners, and
less to the guarantee mechanism because IERAC nas assumed more respon-
$ibility in this area., We will still, however, lock for ways to assist
the lower income campesinos not now able to ottain land due to low credit
standing. One of the new responsibilities of the grant project is the
overseeing of an agriculture sector analysis now underway. USAID's
future goals will be guided and more refined bvw the findings of this
analysis., It is anticipated that the sector study should also provide
insights in ways of attacking the problem of unemployment and under-

employment in rural areas, particularly in the Sierra.

The Agricultural Cooperatives project will emphasize more collab-
oration with the cooperatives in providing services and making profits
rather than pursuing crganizational and membership goals. Recent eval-
uations have shown that cooverative federations such as FECOPAM and
FENACCOPARR need more guidance, especially in marapement and administration
continuity, 1f they are to maintain an acceptatle momentum and be able to
attract the necessary outside financial and techrical assistance after
USAID withdraws. This vroject coordinates withk the disbursement of the
second Cooperative Bank Loan ($2.0 million), whinrh makes sub-loans to
member cooperatives for the procurement of agricultural goods and ser-
vices.

4 USDH 1 PAS4 for Sector Study 3 contractors
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Education

The major emphasis in the next four years will further our present
efforts in primary education, non-formal education across all sectors,
and the development of a primary education sector analysis, It will
{dentify deficiencies and opportunities for change within the Ministry
which can be carried out with existing resources, including PL LBC
Title I funds, and support from other donors. The analysis is looking
at curriculum revision, construction, manpower and physical plant needs,
student levels, etc. Depending upon the experience gained and the results
obtained, we may propose assistance in a secondary and vocational educa-
tion sector study. We alasc plan to launch a manpower training project

to bolster & poor human resocurces development base,

The Primary Education project focuses on training teachers and
teacher supervisors to make them more productive and in providing rele-
vant education for the needs of today. Related directly to this effort,
over 1,350,000 primary grade textbooks have been distributed to primary
school students for the first time, A Textbook Production Certer is now
an integral part of the Ministry of Education. It is developing text-
books for students through the sixth grade. A major element in the
teacher training segmert ie that both the pre-service and in-service
training show the teachers how to get the maximum use of the texttooks
in the classrooms by using egpecially prepared guide books, The non-forwmal
education project emphasizes the development and testing of new methcds
to provide relevant non-formal education to those who have not atterded

or who have dropped out of the school system, Methods such as education-

LIMITED OFFICIAY oY
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al games, group discussion, and community drarma are being utilized in
an imaginative manner oy the contractor, the iniversity of Massachusetts,
The ultimate goal of the project is learning n-* only in the education

.

sense but also in the exverientisl sense to give Eouadoreans the where-
withall to participate more fully in 1life. Thiz, the project is looking
into the field of "consciousness raising” and s~cial development to
enable the individual tc galn scme perspective, s~ far denied him, from
which he may advance economically and sociallv. Nonformal education is
largely an uncharted area and hence our need t- nontinue experimenting.
The initial phase of developing new methods is showing considerahle
promise, The program is now about to enter pe-raps the difficult stage

of attempting to put in vractice on a larger s-a"s the seemingly positive

results of the experimentsl and development w-rk,

A human resources project startirg in FY 74, and continuing at
least through FY 76 will be designed to train :ncividuals in key offices
in improved management and organizational practices in order to eliminate
administrative and managerial bottlenecks in development agencies, public
and private. A Standford Research Institute s<ud- has shown that the ma-
jority of managers in Ecuador are trained in the law but have had 1ittle
or no management and executive training. Thus treir approach to mansege-

ment is legelistic and protective rather than exransive and dynamic,

If political considerations should permit 1r-an activity to be
resumed in FY 74 the Fducational Credit Loan wil: extend into 1975 and

1976. The loan contemplates making education ¢redits to deserving *ut

B g oy Sl
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impecunicus students at the post graduate, university, technical and
secondary levels to study in disciplines required ty the country for
economic development.

3 USDH 5 US Contractors 1 PSC

Health and Population

The health program gives priority through FY 7€ t- the establish-
ment of an adequate family planning infrastructure while supporting
carefully selected, complementary activities in priority heslth devel-
opment, such as nutrition, envirommental sanitaticn and the development
of a low cost integrated health delivery system for the maicrity of the

population.

Our major emphasis in family vlanning ig the support of the Ministry
of Health Population Department (none existed prior tc our prograz’ which
supervises family planning services delivered througzh health cernters.

The number of these centers will increase from 44 to 73 irn the urtan
areas, and from 20 i~ 11C in the rural areas by FY 75, In ¥Y 73 cver

LCC medical and para-medical personnel and approximately 50C promoticnal
personnel (social workers, volunteers! have received in-countryv training
given by the Population Department, An audic-visual unit and an eval-
uvation unit are functioning. Four cancer detection centers are operating,
and sex education courses have been given at primarv ard secondary teacher
levels for parents, teachers, and some secondary studerts. As indicated
above continuing efforts will be made irn Ecuador and encouraged elsewhere

to5 induce more private agencies, cther covernmerts and multilateral

-
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institutions to assume a larger role in vproviine assistance in this

area.

The nutriticn projects seeks teo identif: ard ameliorate nutrition
Qeficiency through inncvative approaches usir. mass media and coordi-
nating the use of PL LB Title IT food, The - TS Health Delivery
System program is repionally funded but is belry made an integral
part of the USAID family health program.

W

2 USDH 2 US v5C 1 TCN P8C

Non-concentration Activities

Activity in the Industrial/Urban Develcrmert sector is phasing
out in FY 1974, No project Agreements are plarred in Urban Develop-
ment or in Industrial Development in FY 1975: only $12.0 will be obli-
gated under Technical Support to fund one local direct hire (and sec-
retary) who are required to manage the Small Frterprise Loan and to

handle the grant recidual activities.

The activities ir *ublic Safety and Narcotics contral, which are
increasingly becoming more integrated, contin:e at least through FY 76.
We are collaborating in improving police administration (budget, prop-
erty control, and central records management', .n strengthening the
¢riminal investigatiorn capability, in trainins - varticularly of
non-officer personnel - to raise proficiency ard slow the rate of
personnel turnover. USAID assistance in tele:-rmmunications terminates

by the end of FY 75, In narcotics, trainine, and putting in use the
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A project entitled Improvement of Develonpr=nt Finance and Adminis-
tration which is proposed to start in FY 74, a-3 continues in FY 75,
provides technical assistance to the Central iask's mechanism (Fondos
Fiduciarios) established for channeling devel ~vmert credits through
£he banking system. The technical assistance will help the Central
Bank encourage more active participaticn in t-# mechanism by the pri-
vate banks.

3 USDH/PS 2 US/rse L TBC

1 USDH/Narcotics 1 USDH/PASA Customs > TISDH/Tech Support

Capital Agsistance

Assuming that the 1973 Law of the Seas .~ {erence or other devel-
opments will normalize the fishing dispute ani ameliorate the political
situation sufficiently to permit loan activitv, the Mission is prepared
to propose an Export Promotion Loan ($5.0 million) for FY 75. As Progress
on Andean integration continues, it is inereasingly important for Ecuador
to accelerate its efforts to diversify and in-crease its production not
only to stem growing demand for imports but als: fo compete in foreign
markets., The provosed loan will assist in rroviding credit and tech-
nical assistance to non-traditicnal export industries giving emphasis
to the fishing industry. There is especiallwv o >od potential for those
industries involived in processing primary prodiucts (cacao, coffee,
wood, etc. ), as well as for new industries that can take advantage of
Andean Pact concessions negotiated by Ecuador. Special assistance to
the fledgeling fishing industries would increasz Fcuador's share of

income from ocean resources, sStimulate experts -f processed fish o

et
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Additionally, we plan tc propose a Rurz! Health Loan ($2.5 to
$3.0 million) if the IDB, which has committ:d 15,3 million since
1961 to water and sewerage projects in lar:= rities, does not move
into this area. The loan would fund a comtiration of small town
' (under 5,000 population] potable water supul™ and health delivery
system. Tt would follow on our efforts to v.-ain PL L8O funds to

start the potable water activity on a pilot -asis,

Under appropriate political conditions an Educational Sector
Loan ($6.0-$8.C miliion) would be proposed as a follow-on to the
education sector analysis. The loan targets would be planned to
focus on primary education and nonformal education, areas in which
the USAID is working. An Agricultural Sectsr lLoan is also being
contemplated ($6.0-38.C million)., The thrust here, as with the
education loan wouwld e to supprort the GOF with funding for projects
emanating out of the sector analysis, assuminz financing by cther

donors is not availatle,

A new Housing Investment Guarantee of %%.7 %t~ $10,0 million is
planned as an add-on to the $6,0 million FT73 which the National
Housing Bank (BEV! ‘s presently implementinr, The $3.C million
balance of the current HIG will be used dvrirs ¥Y¥ 7L for several
large projects, Initial analyses indicate *hsat there is strong
demand for new, large scale projects reachings Iower on the income

scale. We are exploring all possibilities of utilizing the HIG



program to encourage housing activities for low income crowurs

including the production of minimal shelter facilities,

I
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A sales acreement level of 37.3 nmillior will orovarly res:l- -
5,75 million equivalent of net financins and of 1:ral ~irrercy ava'l-
able for procrarriing.  while Ecuador is pregertly er ~vins arn i~proved
halance of payments vosition as g residli of the Terinrins 7 larce

Ty ey
7o

scale crude vetroleur exports, by I *hese exports wWill Te gpproacning
a plateau, ‘e exvect foreigr excharre weserves ‘- sia~il e at The

7-2 month's imports level thrcuch this time Trave,

The GCE continues t- te hirkly preoccuried wish risirns d-ormeszin
prices and will continue to mairtai: a relativelw regiriciive Tig-al
policy giver. its level of foreien exchanre regerves, TL L50 proceeds,
as ir the past, is effective in supprrtines vrofects of ATD and vari-usg
other donors, esvecially thos:z which rerefliz <he poor ard rural
inhavitants whcse political portential is still rascent wiin respers
tc budget representation., UL 4AT fards availatility was induced the
TR to do thinss it would rnot have reen atle to do atherwise, suoh

& -

as the agriculiure census and mgricultaral lendins ¢2 corperatives

ot

hroigh the Corperaiive Tarnk,

USAID plars to tilize the Tunds to suppor:t arricultural lending,

+ne compleiion - the cersus of arriculiure and a program of zurrens

needed for future asricultiure gsector aralvsis and vlanning’.

statistics {

Sapport aof don-r lending for irriration and electrifizaticr orciects

and a pilot program for small-town drinxing water services are vlanned

as well,
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The relation of PL LBO to AID and other d-nor assistance is not
only that of counterpart generations, but alsc romplements specific

agricultural commedity arnd other programs.

PL 480 Title IX

The FY 1975 - FY 1978 cobjectives are: 1 reduction by 1980 of the
incidence of protein-calcoric malnutrition amon: re-school-sge children
by 60% as determined by nutrition surveys and -ealth statistics and
2) 30% reduction by 198C in child deaths attri-utable to measles and
gastroenteritis (indirect measure of reduced malnutrition). Achievement
of this goal is expected to require increasing the number of maternal

child health recipients from the present 100, ¢ to about 125,000 by

1975.

Objectives in school feeding are presentl. limited to maintenance
of the present program which feeds about US0,(»w: ~hildren. Moreover,
the program is to be coordinated with the acti. :iies of the Intermin-

isterial Nutrition Ccmmittee and the Nutritior iastitute,.

The total reguiremerts projected during T7 [975-78 reflect a
50% increase in maternal child rations and a probable compensatory
phasedown in school feeding., This will resul® i1 an asggregate, a&annual
requirement by 1978 (assuming no NFDM) of 42 million pounds of food
worth $3.4 million (CC value). Reguirements f:» ¥ 1975-78 are those

already in the program namely:
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