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The Economy

A. Economic appraisal -

- Ecoador is a small, poor countey that depends
“heavily con agriculture and  Tacks most of - the

requirements for medern industey, Overalt cconomice
- performance has closely poralleled. the growth in
Araditional. agricaltural” exports, aotably banaas,

~sifee. and cocon. The cconomy. of Eeuador, the
world's leading prodicer of bunanis, has been highty

- NOTE=This {:!;;.pn-} iv UNCEASSIELED Iaa is FOR OFTL
CEAL USE ONLY, o ! o

- Eeuador, the world's leading producer
- of bananas, has been heavily dependent-
on agrleulture and is. one of the least -
"developed countries - it South Americo,
but the emergence of petrolevm os a
mojar export has conslderobly improved
the country's prospects for economic
development, s -
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vulnerable to fluctuating world market prices for this -

commodity. While gross donzestic product (GDP) has

Browa at an avemgc'anmml rate of about 3% sinee’

1950 and neusly 8% annually since 1969, per capita
economic gains - have. been small” because. of rapid
popalation growth, Per capita GDP—estimated at
Uss26o i,

the main economic activities in “the coustal arca, w Inle

“the inghlands are more suited to the production of .

groins, vegetables, and other temperate climate crops
(Figure 1). Export crop . pmduchun and livestock

“raising ate concentrated . on farger farm units, but
much agricultural activity is of the subsistence type. .
Factors impeding - agricultural growth -include the
‘limited amount. of arable land, -the small size and

‘primitive tecknology of most farms, and inadequate
transportation and ‘murketing facilities.  New

- government programs  are aimed at - divenifying

agricultural: outpui, improving the water ‘supply

system, and expanding credit fucilities and extension
setvices. Livestock raising and . the cultivation of -
“African pulm on . Imnun.l planlat:ons are lwu

1971—is low even by Latin American
. standards, and income is very unevenly distributed.

"~ Ecuador has two principal agricultural arcas—the -
fertile coastal plains lying west of the Andes and the
high basins and valleys of the mountains. Production -
- and -export of bananas, coffee, cocoa, and SUGAF are

oy K

" FIGURE 1. Economic activity
“,.impnrtunt divenification programs ﬂi:lt‘_h.'n'c been

sapporied by loans from international agencies,
“ I'be discovery of petroleum in the Oriente in 967 -

and its subsequemt development by o U.S. consortium’

- have improved - Ecaador's fortunes considerably. -
“Crnde il exports, which were initiated in Augist 1972
upon the completion of a US$150° million trans-
~ Andean pipeling; will become the country’s chief -

source of forvign exchange in 1973, Ecuados is also-
endowed with vast timber resceves (in the interior) and -
rich offshore fishing grounds, but these resources are
only in the primary stages of development.. Known
metallic mineral reserves, unlike those in neighboring
Andean countrics, are sl .m(l relatively pumr in
quality, : :
Manufacturing and mmtmmon grew f.nrl\' mpullv

Cin the 19605 in response. to- fwnmh.c mdustrial

promotion legislation, " the creation of financial -
intermediaries,; and- incrcased government spending

~for wew ‘infrastructure. Althongh onc-third of lhe.
: mmnufadmmg autput is still produced by handicraft
shops, the factory »u.lnr is cw.mdm;, mpullv, und

manufacturing as a whaole has grown at an average

" annual e of nearly 7% since 1966, Food processing

and - textile manufacturing are- the most implrant -
industrics, st new plants have also been established

"~ for the production of household appliances, paper and

o

e e AN 35
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“stability. _
forcign capital inflows also rose, and Eevador hovered

wood  products, und  glass and rebber products.

_ Construetion wctivity doubled in 2 years as a result of -

aillield development iz the hinterlands and a housing
boom in- Quito and (.u.w.lqull the muutrvs lunv'
major cities, i :

Despite these Jd\'mu-s Ecuador remains i.nq,dv )
agrarian sociely. The country s “generally self-
sulficient in agricwllurl commodities (exeept for
wheat, vegetable oils. and dairy products} and in most
m.muf.m!urcd consumier goods bul must import many

raw materials and intermediate. goods, as well as

nearly all of its capital equipment. Manufacturing
development continues to bie restricted by inadequate
financial resources; low levels of education -and
industeial skills, and : a small domestic market. Between

‘one-third and  one-half of the tot.nl population, -

including a large pwccnl.l;.cuf the Indian pnpul.nlmn .
rentizins outside (e money economy’,

Since the mid-1960's, the govemnment has played a
more active role in the development process and has
pursied  monctary and fiseal policies designed 1o’
protnote industrial growth, A vital exogenous growth

Factor has been the largesscale inflix of private foreign -

investment in the petrolenm industry, Total fixed

capital formation alniost doubled dum];, 1970-71, hut -

since: about half of the new capital formation was
forcign-financed, it did wot impinge on consumer.

‘expenditures, and the Litter rose in line \\'Illl GDP, The

forcign-financed investments were  reflected in
inereased net imponts of wesowrees (Figure 3),

The impending petrolenm boom also fueled public.
- expectations and led toa premature aceeleration in-

government  speading dweing the  1967-71 period,

Although revennes grew rapidly; they were insufficient’
to cover the 20% annual increase in expenditures,

Mounting.- fiscal deficits were finaneed Jargely by
Central Bark hormwmg. precipiteting  strong
inflationary pressures after many vears of relutive price
The demand for imports not” covered by

on the brink of a balance of paynients erisis during the,
last vewe of the Velasvo tharra administration. The
government respouded to reserve losses with import
restrictions, credit controls on commercial banks, and

_devaluation of the sucre; however, the luud.nncut.ll_.

roblem of excess liquidity, attnlml.nhh.- ld dv to
1 fl-

fiscal irresponsihility, persisted. -

In February 1972, the nuh(.uy, hudcd I)} (‘cn

advance. import deposits, und curbed - governmeni

e, e =

~ ambitious program.

Milliens of 1960 sucres
18,000 _

. TOTAL "
. avallable resgurces®

26,000

24,000
22,000
20,000

.- consumption

N
1946 & - 68 6 710 n

* Avoiloble retousces equel GDP - .-
" plus net imports of goeds ond services.

- FIGURE 2. Use of qvollob!e resources

expenditures. 1 ulso suceessfully negotinted a USSH0
million private bank loun and. later in the vear, »
$17.9 ‘million standby -agreement with the Interna-
tional Monetary Fund. As a eesult of new capital

inflows and an improved trade batance, net
“internationgl reservies were built up frocn $28 million

in February (o $128 million by the'end of the year, -

, Pclmlculn exports were initiated inmid- -Augusl, and-

the government, confident lh.]t the financial erisis hid

- “pussed, th.m to case mlpur. and (.rcdtt restrictions in
an clfnrl to_moltify domestic bunnc\smu: und spur

cconomie activity. . S v
Eeuador - is clca’tl\' .ll o crosstoads - in gts
dcvdup:mut “The mlht.m' government is committed:

to reform Eeuador's archaic socioeconomic structure,

and new pc,lrul_cum revenues can finance a reasonably -
Like -its Peruvinn. munlerp.;rt
however, the: Rodrigiez regime is hecoming awase -

- that wldcsprc‘ul social: reform and’ rapid ecconomic -
Guillermo K(l(ingllcl. Lara, ousted the Velasen regime
and umncdmuly initiated a stabilization program. It -
tightened controls on private - sector credit, raised

gmulh do. not .sh\'avc go hund-in-hand.. The new
regime is i the pmw&s of assigning: prmnucs to its

sometimes confllicting development  gouls, - Despite
_rising public expectations, it s unlikely that social -

HU I D TR L Y

oo, e
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welare will improve markedly in the short run, given
the magnitude of the task and the military -

‘government's. strong desire to push Eenador

substantially fusthér along the p.xlh of cconomic’

development.
' B. Structure of the ecq‘nom'y

Relutively rapid growth in munulactaring und

construction dudng the last decade and the discovery

of large quantities of petsoleum have ™ reduced

Ecuadods dependence on agriculture and on’
Araditional . export crops. . Although Ecuador still ix

basically o rurab society with more than half its iabor
force employed in the agricultural scetor, agriculture
and fishing together account for less than a third of

GDP (Figure 3). \;i.muf.mtunng now contributes more
and” i u.tmv production is

than - 17% . of GDP,
diversifying rapidly in respense to high protective
tariffs and other industrial incentives. -Constructinai
*activity doubled between 1969 and 1970, stimulated
. by vil exploration in the Oriente as well as a housiny,

boow in the larger cities, and it nvw contributes more

than 8% of CDP.-Commeree, publie utilities, and
aother services expatided more or {ess in line with the

| 12855 Milions of 1960 sucres 22916
A;ﬂ:ultur&. v

I forutrr.wd'
fn!xlng N

Manulaa\irlag :

thﬁbn

Tunipomtldn.
communication,
¢electric power

Commerce and.
“other sarvices

N “Eutimated, -
.. **includes rond any '-lpcﬂnc wmmwm L
rnr pwoleum devuopmmr.. e ;

FIGURE 3. Gross domosﬂc product,
by sector of origin i

products,

- (the Sierm).

- requires
~ comprises only 25% of the total Jand arca and most of -

‘populated, - and largely undeveloped.,
" cattle raising is of some importance, and fertile soils in
some. parts of the region offer land colonization

overall growth rate and accounted for about 445 of

GDP in 1971, or about the same as in 1960,
1. Agriculture, forestry, and fishing

Agricudtuis] output rose by an annnal average of

.53% during the 1960's, approximating the population
growth rate, but substantisdly below the 5.5% avesge
annual growth in GDP. Agricettira] output is now
about evenly divided between export products and
domestic crops. Domestie output supplics about 85%
of food requirements and many of the agricultnrf raw
materils requised by industry. Dl:umnd is outpawing
production; however, cven thongh per capita food

" consumption in Ecuador remains wel helow L Ladin
American averige, Agricnltural imports costorarity

include wheat, fats and oils. obaceo, and duisy

" a. Land use

Agricaltural production i’ Ecuador is almost
exclusively confined to two arcas—the fertile constal
plain (the Costu) and the temperate highlind region
The Costa- contains about 35% olf 1he
country’s total Yand area and about GO% of the

 eropland. Because of its proximity to the sex, much of
the Costa is pkaied Lo exportable tropical crops.

Ruinfall' varies widely, however; and coffee growing
Cirdgation th the drier -areas, The  Sierm

the remaining cropland, but it contains about half of -
the population. ‘The region consists of the eastern and
western ridges of the Andm and the intermontane -
basins and valleys. Much of the crop production for
dowmestic eansumption and most livestock production
take place in the Sierra. Hassh topography, poor soil

“management, awd extreme fragmentation of the land

due to poputation pressure have prmduced \\'idcspm:zd -

soil crosion and reduced crop vields.

The two remaining urcas—the Oriente (East) and -
the G;l‘apugm slands—together comprise some 405
of the lund area” but -aee of little agricaltural
significance. The wet and .umid Oriente region lies
cust of the Andes and stopes gently toward the
Amazon River basin, 1t is heavily forested, spamely
Nonctheless,

possibilitics that are bei ng made more feasible through
the “construction of “access roads by foreign  oil

' companties. The Galapagos Islands consist of a group'..
~of arid; rocky, voleanic islands Ivmg almul 600 miles -
off thc Euludorcml cousl. :

CIA-RDP01-00707R000200110032-8
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- FIGURE 4. Lond use

Exclnding the Oriente and the Galapagos Islands,
only about 19% of the land area is devoted (o

agrrienbture, und over hall s forest covered {Figure ).

The mggedness of the terrain aad the high cost of
elearing forests; construeting roads, and improving
triigation  [acilitivs are formidable obstacles to
agricultural expansion.  Population pressure on_the
land is particukidy acute in parts of the Sierra, where
the guantily of cultivited :..ud perinlabitant is as low
as 1.2 acres.

b. Land tenure and agrarian reform

Land tenure (Figure 3) is charcterized by the -

|)téd(nninnucc of small suhsislen@_ farms. (mini-

FIGURE 5. Changes in land tenure

. {Areo in acres)

NURHBER OF FARMS .

’fumlws) and a small numbur of I:r;,(' multifainily
farms . (Ia!:fuudws) Must of the minifundios are
focated i1 the Siern and are engaged in domestic food -
production. Farms of 230 acres or more made up only
2% of total farm units St oceupied over 7% of the
farm land in 1968. Included in this category are the
commercial plantations in the Costa, which produce
mainly export- erops, and manager-operated estates in
the Sierra, engaged mainly in livestoek raising and
food crap production, About-20% of the Taans in
Ecuudor are controfled by absentee owners.

Although pressure for agrarian refornt has nol been
severe, the government initisded o -modest reform
program in 1964 Ns goals included the abulition of

‘unfair tenaney and Jabor systems. colonizing public
fands, subdividing and resettling govemment-owned
estates, and expropriating and subdividing “under-
atilized private holdings. The  lustitute of Agrusion
Reform and Colonization (IERAC) was establisheed as
the main- tmplementing . agency. 1ERAC - was
authorized to expropriate and redistribute private lund
“feft idle for 3 vears or used “inefficiently,” and 10 set
saximn size imits for all landholdings. Government
bunds were to - be  issued  as compensation for
expropriated Jands. ' v o

Hwmpered by a lack of iniineial nsousées and the
organized  opposition -of the Tanded gentey, the
agrasian. reform - pagram bas done little to alter
traditional pattems of kind tennre, By 1972 fess than
430,000 acres’ had been  redistributed to 31,508
Families: most of this land had been held by

 governement agencies rather than private landowners,

In addition, about 1,280,000 ucres had beew opened
under :he colonization progeam and some  1-£.300
larsilies were settled on the new land, Perhiaps the
moxt notable achievement of the 1964 [aw has heen

| PERCESTAGE DISTILNTION

TOTAL ANES Number of furms Total ares

FANM RizE 1054 1988 1054 1068 1054 1968 1950 1ogs

Iem lhun l-.u. e reneeiecsieeas 251,880 ATILA4T 1,080,000 1,772,500 3 74.2 7.2 10,2
12510 209, 0eeiieinivnien.. 38,250 BRGZF OT8,TAN C LIBATSR - f0.5 10.8 4.5 Q.7
20409, .0 S 20,400 38,298 . 735,750 1,380 65 5.7 4 7.0
50.t0 1200, .. ..., SR, oo LIB0AEE 32,7300 1,478 TA0 . 2,545,788 5.6 5.2 0.4 5.7
125 10 249.9 ..L ..... PO P 517 t5, 855 1,368,000 2,441,833 -1 2.8 9.4 5.1
95010 124D v vnassesenensees . BT ST S0TS0 4,119,760 17 1.4 1.2 23,8
1.250 'ozmm.......'.......... o884 022 7 LLIILTSD 1,586,385 0.¢ 0.2 T ha
CIB00 AN OVOr. eerennararanaosh 705 A6 5,605,000 | 2,100,083 0.1 n.f 37.4 14.3
Towal............ el LO3H,234 633,218 14,008,750 17,044,867 100.0 0.6 100.0

100.9

T i e AR A AR R AL, Dy S T e B3 gV At BN S
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the abolition of huasivungoje, a form of peonuge
under which the Indians worked onlarge cstales in
‘retur for a small piece of fand. Under the law, the

Indizns were given dille 1o their land paccels and were.

lo be p.ud wages for their work on the estates. To date,

the government has been less suceessfui in eliminating
sharecrapping  and other unsalaried farm’ labor
because such workers hiwve beea unable to make the

necessaey sish paynlcnh to pureh.m. lhc:r pluh

c A;.ncnlmral mpuls and pmdmhury

Agricultural pmductl\-alv is .unun;, the Jowest in thc'

Western Hemisphere. Most of the past sise “in
agricultural output has heen attribated to increased
farm acreage, although the use of modern inputs—
machinery, fertilizers, irrigation, and improved
.ccd.\_—.ilm has incrensed. Tmproved techmalougy has
been limited mainly to lange estates and commercial
farms, In the subsistenee sector, the small size of farms,

a_laek of credit, and insufficient extension. services -

have prevented |.u_s,c pm(luctml\' gains. lnfrm.truc—

tuee development has been iic]({ back by the very
“limited financial and technical resources available to

the government. Among the most pressing needs are
faem-to-macket . roads,
areas, and expanded irrigation acilities.” i
© Primitive methods of sowing and harvesting prevail
on the slopes of the Sierra and in parts of the Costa;
: oxcn,.i_nd hand implements are used on most frms,
The use of mechanized equipment is confined 1o 4 few
large farms. Consumption of chemical fertilizers has
~more than tripled since 1965, but their rate of use is
still-Jow and largely restricted to commercial Firms,
The use of insccticides s alsa limited mainly to
farms. The National

progress in seed improvement— notably wheat, corn,

and some other domestic cropsmbut viclds have

reriained Jow even by Latin American standards. Poor
-soil - managemwent in the ‘Sierra hus” resulted in

s \\'ulz,sprc.xd erosion, wlmh has reduced pmduamtv in

some areas,

“ Although .11.,ncuhuml credit- has lwcn inceres uing'

faidy rapidly. it is still inadequate. As might be

_expected, a large proportion of it has been absorbed by

~the large commercial farms and the éxport sector. The
lack of credit for small farmers is linked to the fand

tenure. problein, since - institutional  credit is ol
- generally available to farmers that lack clear title o

their fand, Despite kegislation requiring private banks
o invest some 13% of their depusit liubilities jv the -
- agricultural sector and despite inereasing amounts of

external assisiance, only tecently has an atteipt heen

APPROVED FOR RELEASE: 2009/06/16: CIA-RDP01-00707R000200110032-8

aveess ronds to colonization .

Institute of

" Provinees
Agricultural  Research  {INIAP) has made some

made  inerease eredit to small farmers. The .S
Ageney for Intentional  Development {AID) has
established an agricultusal trust fund For this pueose
to be .ldmuustcrcd by lhc Ct-nlml B.ma.. B

d. Priucipul crops

Ecuador produces bo!h tmp:m! .md lcmpualc
crops for export and is sell-sufficient § in most domestic
foud crops. Tts farm development progran is designed
lo increase domestic food  production—especially-
sovbeans, peanuts, lentils, beans, peas, African palm,
and beef—and to diversify agricultura] exports. Wide
asiations in weather and in expont prices have had a -

major impact on both !hc .u;..ru.ullur.t! seelor .lud the
~cconomy as a whole. : '

(1) Expert omp\-—-}’rmluclmn of the traditionul
export crops, bunanas, coffee, sugar, and . zocoa. has
varied according to weather conditions and increases
in planted area. Average yields have uot changed
markeclly since 1960 {Figure G). ' '

The most important expart crop is banaas, \\Inch_ '

supplied about half of total exports in 1971, Less than
half of the banana production is c\[)ortt‘d, and the
remainder is dither used for domestic consamption or
wiasted. Qutput was « record 4 million tons in 1971,

~even’ though the arew under banuna pm(!uctmu

declined by 5% after the government kwnched its crop
diversification program in 1967, This program has
fostered - shift to the higher yielding Caveidish -

“variety, which is more resistant te plant discases and

more readily aceeptable in intemational markets; the
lower vielding Gros Michel variety still predominates,
however, in teems of total pl.mlul sereige.

Soil and climate conditions—particulirly in the
of Los Rios,"” El Oro, Guavas, and
Cotopaxi—would - allow much higher” banana

- praduction. bet a mounting world surplus has limited
“sales possibilities.” Although Ecwador remains the

world's leading banana exporter, its market share has

declined steadily since 1964 becuuse u[,stiffcniug'

competition from Central America, Taiwan, and the
Philippincs. In reeent years, !‘cuador has offset sizable:
losses in U.S. and Westem Europcan markets by
pcnelmhng other anas, notably Japan: however,
compgetition in those markets is also intensifying:

- To minimize the cconomic impact of a polcuh.d
rcduvllon in earnings from bamina sales. the
;\(wunmonl is .lttcn‘nlmg to (Iuvuslﬁ pmdm.lum in
the major growing sireas. Smail producers already have
_I)cen“ hit imrd by the” v\artu.ul,,cxclusmn of thc

————

For diderities on pl.lu‘ llamm swe tlu: Im of names ut Ihn end of

- the dmplrf

T, e AT S 34 i
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Ctrees that da not vield the aroritic v

traditional Gros Michel variety from workd narkets,
Although the Africon palmn appears to be well-suiled
ler the same soils and could ease the production deficit

in vegetable oils, neither it nor other seitable crops .

\mult! provide as much employment wad income as
It pmdnvlmn. The govermment is sponsoring
developinent of a misture of bananas and comn lor sale
as livesteek and chicken feed, o
Feuador also. hus an ovesupply of coffee,
commadity, which accounted for [5% of 1971 expons.
is grown pritcipally in the eoastal provinee of Manabi
ore inefficient one-family Easrms. Over the vears, coffee
preduction has fuctuated  widely, depending on
weather condstions in 1970,

the International Coffee Agrecment, and  sizable
stocks acerued despite o quadrapling in sales fo
nonquote markets. In 1971, ontpat remained high,

while Ecuador's export quota was eut aad nonquota

market-prices fell from their 1970 level. Although an
estimaled one-third of the 1972 coffee erap was lost
becanse of bad wenther, Eenador's supplies are
expeetedt 1o be mure. than \llfflcwrll to fl“ s export
quut.l of 635.000 bugs.

Cocoa production in 1971 reached the ne ar-record
level of 60,000 tons; only two-thirds of the output was

exported because ol rising domestic consumption.

Yeuador's coeon is in strong, demanid in internationad
markets becawse of its special. wromalic flavor,

‘Although it is very susceptible to disease, producers

have heen reluctant to chunge to vew diseuse-resistant
variety, Cocou,
which accounted Tor 105 of exports in 1971, is grown

“ nuinly-in the coastal provinees of Guayas, Los Rios,

and Manabi. With govemment incentives, cocon
production is expected partly o _seplice banana

~cnltivatimi on some coastal plantations. An increasing

portion of this entpul will he dmne\llcail\' processed
into powdered cocoa, v
Sugareane production bas more than doubled since

1960, cinily keeping pace with rapidly rising domestie

comsumption and  export  demand. - Sugar exports,

“which accounted for 5.6% of total esports in 1971,

- Production o

fluctvate in accomlance with the
Production cests generally are tao high to permit sales
outside  the U.S. market,
accumnluted stocks to take advantage of abuormally
high world market prices in 1971, Sugar deliveries (o
the United States rose considerably in the first hall of

1972 heeawse ¢f an increase in Eewador's quota, -
' !972 totaled -

f:cnlrlfug,.ll sngar in

285,000 shosi tons.

Pyrethrum, a flower that is dried and puwdcrc(l into
a natural inCceticide, was introduced as an export crop

s
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This-

( coffee: praduction
substantinlly exeveded the export quata fixed under

U.S. sagar quota,

but - Ecnador drew on

in the cerdy 1960, Lower world markel prices
higher production. costs redneed profit marging Tor
domestic producen, leading to w sizable decrease in
the area planted to pyretlum in subsequent vear. An
inerease in the support price padd to Rumens resubled n
inereased plantings, hut ontpit [rom the young plaats

Cissmall: tatal outpudin 1972 was only about 700 1ons.

Other minor agricultural exporls include e, fruits,
mushrooms, castocheans. and cut flowen.

(2) Domestic crops—Production of domestic
crops—aespecially corn catlon, e, wheat, heans,
barley, and potators—has lagged behind demand,
which has inercased rapidly because of the high
population growlh' rate and rising income levels,
Although soine progress has been made sinee the mid-
1960°s toward increasing viekls of some eoops, the
growth in output is haegely altsibutable to expanding

ACTege,

Corn, which tracditionally has heen grown in the
highlands, is Fenasdor's most important food crop.
Both the uren harvested and total outpul - reached
rweeord levels in 1971, fn part beeause of increased
prantings in the Costa wid the Orente where vields
are bigher, With an antpul approaching 300,000
metric tons, corn accounts for abaut one-thisd of all
cercals consunied by the local population and has
become increasingly imporiant as a liveslaek feed.

Wheat production has declined as a result of two -
successive poor crop vears. Outputl dropped from
94,000 tons it 1969 to T0.000 toas Tn 1971, requiting
imports of alout 100,000 tons to satisfy local demand.
Production has bieen held down by poor: wealher,
shortuges of seed and fertilizer, aud the convenion of
some wheal acreage o bardey for the expanding
brewing industsy. Imports of burley and- oats age ulsa
required to supplement domestic output. :

“Rice production has risen sharply sinee 1968 as o
result. of higher vields from finproved cultivation.
methods, improved. seeds, and increasedd ane of
fertilizer and mu,atmu Dexpite heavy mins in the

caastal ‘growing areas, 1972 output was expected ©

exceed the 1971 record of 200,000 metrie tons.

Potatoes and  cassavie are the. major toot crops
grown. Potate production, whivh is concentruted in

" the Sicrea, exceeded 300,000 tons ju 1971, Yields have

increased as - result of planting improved varielies,
bétter cultivation’ practices, and greater use of
fertilizers and insecticides. Cassava is the basie ool
crop grown in the (.nsl.l; arum.ll praduction averuges -

100,000 tons.

Production of Vpnlsus has doubled since 1962, and
the arca plunted 10 beans has inercased markedly,
Beans, mainly common dry beans, are grown chiefly
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. 'FIGLRE 7. Livestack numbers
{In thousands) :

LanG 1007 1968 159 1970
w3 Al M6 am
2,000 - 2,360 2,803 2400 2,400
LU 1,276 1,204 Laos 7 1L,a50
LTW- LSS0 s 1,830 1,860
178 N YE 181 185 I87
5,500 5,5%0 5,547 5,510 - 5,553
11,380 H1.5358° 11,735 .0 11,758 (1,003

i lllc Szcrm and are un lmpurt.ml minar food ‘erap,
(».I\I()r llc:ms are also ! .acm&, (l(:\t.l()p(‘(] a8 .3 minor

export “."I’ Cotton is an important nonfoad domestie

crop.. Expanded aercage and nupmvc(l wc(l\ thave
made Ecuador almost self sufficient in cotion, but

vd.m..u,m;, rains in 1972 necessitaled l.nq,cr imports to

\hpn]v the dumcslw tcwlc industry. -

Lu,eslac&

Dc«pnlc ymmn;, (Icm‘m(l fm' lw{wlm,k pwdmts

- particularly’ red mea, livestock mlmhtrs and ment
’pruduclmn continue to inceease. ot a very slow rate

(Figuses 7 and 8). The catile popitlation. which- has
been growing at an average amival tate of about 297,

is distributed among duiry fiems in the Sierra and beef
“raches on the coastal plains, Development of the
-industry Il.ls been humpered by inadeguate marketing

and storage facilitics, animal losses from fool and-

“mouth disease and cholery; and. the poor qu.lhl\’ of

animal feed. Reproductive efficiency is low. __

Total meat production -in 1971 was c«hm,m.d .1|
only 86,000 tons, or 33 pounds per capita. -
Slaughtering fucilities ure fimited, and butchering

voumdc of hccmcd f:ul-lws is common, ”lL lack of

FIGURE 8. Lhres?ock producfs '
(i thousands of metric fons)

refrigeration” and. canning - facilities” disrupts meat

distribution to. urhun areis. \10rem'cr, Peraviau cu(lh.

- buyers have been oumpctm;, with focal uvers for live

cuttle, resulting in @ rising contraband traliie: These

- supply constraints and a rising demand for sed meat

have driven prices steadily rapward in the main
consumption eenters of Quite-and Guavaquil.

A large portion-of the milk supply und most of the
beef are obluined: from local Griollo cattle, although -
Zebu, Hereford, Bralunan, ‘und - Holstein cattle have
been imported for breeding purposes. Powdered milk
is imported to supplement domestic milk prudnumu. :
which lias generally failed ‘to) keep : pace with

" population growth, Factors impeding the expansion of -

the duiry industey include the inability to (ransport

< omilk over long distances, the expansion of crop

cultivation at the expense of pastuecland, and

~atificially low wholesale price u,llln[,s

More intensive development of the. cattle mduslr\'. '
has been the aim of three [eternational Bunk for

- Reconstruction and  Development (IBRD) loans

totaling USSE5 million. The fist two loans were
curmarked for improving the coustal - Feel cattle’

mdu%m'. Y n'1!v hv cum'crtmg h.m.m.n .1cr¢..1gt .md

1908

CNT (968 106G . -070°
CBeefand venl®. L. e, 42 S IR - S a2
Mutton anid Iuml: ..... TEEETTACTC T BN SRR S 2
*Porke.. ieeereaeenaia. oo S2W o M e - 33
Poultry.. .. cooiiivniianinns R 44 487 60 7.6 n
Milk.. oo, Cenriieraenis 140 100 480 . 480 480
067 SO S 10,1 10.2 . 10,2 10.2 10.2 .
B T SO 2.1 AL 2424 0 L
T e, 520,68 SIB2 BT0.0 5882 . et
na  Data nut ovailable.. :
*Commercial production from mdlgmnous nnimnls.
E #1970 total dock nat includg poultry meat. . Lo
Rl T 51 . ‘-«'-;;v.v:ﬁ.ﬁ. ;’;m&r‘; s g

W
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wasteland into pastureland, The  third oan
extended in lute 1970 to finance imports of quality

Wils
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heef an(l dairy L.llll!}«-;-lll iinfy from the United

States—as well as the ereation of new pasturcland.
Rescarch - in livestock nutrition and  man: lj,cnwnl

including the development of new feeds, is bheing -

cazried out hy INEAP. 1n addition, the g goverment has
phans for, uslal)h\huq., caltle breeding centers and
modernizing slanghterhouse lacilities. 1t also has given
high prinrily 10 developing beef cattle ranching in the
upper regions of the Amzon Basin, an area that is
heing opened by petroleain developmént.

The sheep and -heg populations  have been
inceeasing. somewhat more rapidly than cattle. The
sheep population, estimated at 2
concentrated in the Sierra—about equally divided
Dhetween lurge and subsistence farms. Improved sheep
breeds have been imported from both' the United
States and Australia undera govumncilt development
program; the fint phase of this program emphasized
the production of finer quality wool eather than meat.
Hogs have

production is being stinulated by a govermmenl

million in 1972, is .

generally been raised by small farmers for
_ their own consumplion or focal sale, Commercial hog

~ program that aims o raise pmk consumption by -

increasing hog numbers by 7.5% unnually from the -
1970 level of 1.3 million head. Poultey numbers have

gradually increased, but poor leeds and inadequate

disease control have cnntmuu.l o 1.1{0 their toll of

' young chickens.’

f Fnrt'slry .

Forestsy is largely undu'z,l(uml Much of the
country’s vast timber reserves are located in tropical
rain forests in the Orienle and novthern Cost.x regions,

‘where aceess is difficult. These forested regions, which
“eover wore than hall of the total land urea, contrast

sharply with the dc_nudéd_ highlands of the 'Sic’rm.'_

FIGURE 9. Flsh calch by species
{Thousond: of metric fom}

Careus
exploitation of timber resourees wese improved by the
1971 Law for Forestry Development, which offers tax

- Esmeraldas Frovinee to o'
“inereased pulp and paper output should save Ecvador
v.uhuut USS’U million .umn.lll\' in fnrczgu c\dl.mgc

" (Figure 9) contributes about 155 _
grounds shotind off the coast, as well as in inland -
rvers and lakes. Ecuador claims sovercignty over

Eenagor initiated o lou crang:  program fuf
)4

controlled v\plmmlmn of its forest areas 1 1568, w th :

13-timber concessions were granted on 840,000 acres in
Esmeraldas Province,  Under. the terms of the

agreements, cach company was obliged to pay rentat

fees For the utilization of land and timber, to employ

loeal technicians and Tabor. to- estublish integraled
Junbier operations, and o ceforest harvested areas. In

1970, 11 of the 13 concessions were canceled hecause
the COMPANICS had failed to initiate construetion mltl

justallation of facilities. within the specified time
period. Despite this sethack, 1 additional coucessions

covering 1.1 million acres were granted in rieighboring
in 1970, ‘PIraspects for accelerating the

and import ineentives for invesiments in this seetor.

‘The only impartant forest industry is sawmilling. -

Since the mid-1960's, the annual timber ent” totaled
about 850 mlllmn eubie feet, of which 708 was used
as fuelwood and the remainder for construction and
mauufactaring, Eenador exports b ha wood and

tagi suts as well as lmplcui wood products such as

kapok, mangrove lumber, and cinchona bark. In July
1972,
pmduumu of . woodpalp and  paper -praducts by
granting - a_ 60,000-acre

& hshmg

The simall but rapidly growing f:slnng industry
of CP, Rich fishing

wilers ctlcndmg 200 nantical miles from the coust
.md in .xll dmuwns frum tlm C-.llap.ngm kl.m(ls

lllﬁ? 1968 1968 - 1070 -

O VTS SR IOUPRPRE P | w1820 w2 16,9

CrUStAcenns. .. v ovvevnnsavnnesnrenniee 0.8 00 7.6 .2 w2 7.7
- Shrimp...... . C(5.9) $.0). . (6.6) (8.7) ®.2)"
Lobster. , . ©0.2: w2y 00 (02 402

B UL SRR VRN SOOI [ 9C ) (1.4 {14) (.37 3y
“Herring, mardine, anchovy . . ouiveneene - 81 85 21,3 - 238 35,0
C Redfindy; Baxs, COMEET. i anciar et sl 0 0.0 0.9 0.0
MoHusks. .. 3 s 25 L)
141817 SO 74 098 o8.7
'l'oml . L 00.3 7.4 0 M3

i‘o_ .
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the governmert moved to increase domestic

tunbcr concession © in -
“mixed” corporation. The -
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e

. Foreign flag vessels are required 1o purehase both a
permit and a license from the Fisheries l)ucclnmlo in -
, utdu ta fish within these linits,

The annual fish cateh has doublsd since l‘][ia Fish

_exports—mainly shrinp and tina—eseecded USSIS
millicn in (971, supplanting sugar as the fourth--

ranking export. Shrimping is mnfmcd mainly Lo the

sonthern end of the Colfo de (-I!.l) aaiil .md to the
niatthern coust. The annual shirimp cateh veraged .
anare than 6300 tons between 1966 and 1970, Tuna
lishing is concentrated in tive area west of Guayaquil

and in’ the waters around Uie Galapagos Isknds,
About 95% of the tuna cateh. which has averaged
neady 19,000 tons anmealiy since 1966, consists oftln.
bonito varicty.

Although 80% to 85% of the total fis‘ll ateh I

consumed domestically, mope than hall of the shrimp,

lobster, and tuni cateh is exported. Frozen shrmp
aceounted for alnsost 4352 of the totad value of lisheries

exports in 1970, followed by frozen and canned tuna.

- Vietaally all of the sheimp and o krge pation of the

tumi are exported Lo the United States. Considerable

~ yuantities of fish are processed by drying and salting.
" Smail amoints of frozen and canned fish are sold in
" domestic markets, but most fish s trucked fresh from

Guayaqgnil and. other coustai arcas for: daily sule,
Several small canveries alang the coast also process

muckerel and hcrriiu, for domestic sale. tn addition,
waste - from taaa canning is used in pmduuu’,,
Aishmeal, the ontput of which totaled some 7.000 tons -

in 1970.

» Although Eciador is sl(iwly iulpmving_ its fishing
“leet, the large capital regnirements involved lave

made progress stow. The government has hotowed

- USS5.8 million from the 1BRD Fur_thl: coustriretion of -

- FIGURE 10. Pelroleum produdlon and supp!y

{Millions of 42- golfon barrels).

madern tima boats, and various foreigt governments
have offered technial assistaiee ©o the fishing seetor.
In 1972, e government was seeking ltllt‘r!l.lllml.ll
bids fnr a new 320 million fi-Ling mmp]cx

2. F uels and powct

\Iusl therial energy l'or industrin] .md mi.mwru.ll
wse is--obtained from - petrolenm pmdnch The
Nplm!.lhun of substantial petroleum  reserves;

“discovered in the Oriente in 1967 by a Texaco-Culf

consortitnm, will enable Eeuador to meel growity

©domestic needs and become o major petroleum

exporter. Increased petralenm availability is expecied

“to make electrie power cheaper and maore plentiful.

Ecuador has no developed coal or vatnral gas reserves
and has onby began to tap its hydroelectric power

© potential. As in many other Latin American conntrics,
Huebwood - is widely wsed to meet houschold fucl

quirl:lncnts. :
b Pt,fmh'um

l’etmlulm pmductum wis mltl.llctl in the !‘l’l) sin

the coustal region of Peninsubu de Santa Eleaa. Until
“the mid-1930's. domestic erade output was sufficient

to mcct"umsmluitiuu requisements; only margina’,
i'nports of special finished products were requiced. 1
the carly 19605, however, the depletion of known
eserves Jcce!vr.llcd. and petsolenm demand outpaced
production gains. Afier 1963, domestic crude vutput
steadily declined (Figuee 10). '

“The sitisation has changed m.ulwdl\' ||m\t‘\ er, asa
result of Texuco-Gulf's oil discoveries in the vortheast
jungle region, Estimated reserves now stand 2t 3

billion to 6 |)'il‘!iun‘_bufrcls.‘ although. this - figure

Lrude nutput. B S evaene

1986 1067+ 1968 1900 1970 1971 1972

L 2,50 2.2 1,70 (.57 1.45.1.33 +20.0
CCrude IMports, ., il eeenidons eereraeiies e 3018 3,00 5.00 016 7.27 K38 0 na.
Total...oiineivinas ST UPRTURPP 377 0.0 7.8 7.73 8.72 0.0 wma
Crude processed domestically: ) o :
 GABONNC. i it PRI 2,16 228 278 °.75 3010 240 o
R('Pidun!fucloll...............‘............ 1,50 1,55 000 2.1t 233 3.02 e
Dierel oil......... e et Gieel 105 020 140 153 0B1 2.0F wr
" Kerosene. . \ . . 0. 0.50 0,57 (.02 v.49 0,30
»Ctlmr dvrlvnuws »ml refinery Iomses .......... {).58.-.0.57 0.62 0.60 0.96.0.87 .0
Total.. e s 57T 6,10 7036 173 872 960 ma
a . i)é\iuv ot avaitahle,
*Extinated.
n
e i e et e
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presupposes relatively suceessfal exploratory drilling
by six ather consortia in neighboring areas. Natoral
gas pockets bave also been discoversed by “Texaco-Gull
and another U.S. consortium operating in the Golfo de
Guayaquil. 11 further drilling reveals deposits large
enough for commercial production, the gm'urmnbnt
plans o develop liguefied gas exports.
Texaco-Gull has invested some USS300 million in
lhc Jevelopment of its 1.2 million-acre concession,
half of which went toward the construetion of a
pipeline over 300 miles long ucross the Andes to the
Pacific port of Baluo, near Esmeraldus. The pipeline
wils unnplcttd in late June 1972, and exports began in
mid-August. The” pipeline is expected (o reach a
capacity of 250,000 barréls per day (hp.d.) in 1973,
“The Ecwidorean Government is depending on il

revenues to case its chronie financial prollems, Under

the tentative financial arrangements carried over from
the Velasco regime, government revenues. from' the
pelroleum sector are expeeted to reach some USS100
~milkion in 1973, the finst full year of crude exports; this
figure is coqual to theee-fifths of wtal 1971 revemies.
Morcover, net foreign eschange eamings from the -
petroleum sector would total somie $130 million, equal
to more than hall of total 1971 cxports. The primary
role’ as a source of ‘both governinenst revenue and
foreign t'xch.am.,e shonld continue Huangh the 1970°s
wiether or net glowing - mulllplc pm;mlmu.s ,.lrc .
reclized. o '
With the pipeline completed. the new government

has moved to increase its share of petrolenn rovaltics

and gain more control oves the industry’s opeaitions,
In June 1972, it retroactively applied to the oil
exploration contracts the very restrictive 1971
Hydrocirbons Law, which provides for the revession
of acreage and surface rights and royalty piyments,
Morcover, existing concession contracts are to be
tewritten to mtlfurm to_the association pnnuplc 3
these revised eantraets are Lo Le signed with the newly
estublished Ecuadorean State Peteoleum (.mpumlnm
(CEPE) (o give the state a dircet share of profits. The

government has alsa éstablished tax reference prices

“and a system for the suseender of fumgu exchange
- teeeived from pptroicim exports, _ S
- While Texaco-Gulf has indicated that it could”
Cprobably live with the new regulatious, many of the'
other mmp.ini(.s are still engaged in explortory
~ drilling and thus far have béen much hxs suecessful in:
. linding oil. ‘Facing higher risks-and production costs,
Csomme  companies have  alveady lclinquﬁhcd their-
concessions; others may follow if the government opts -
“for a nationalistic petroleum policy rather than siie.

~ that would attract foreign capital. Representatives of -
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argest plants: (I()Olu'\-,
“enterprises which own smaller installations, lhcrc are
~only twa majer. public electric power compunies:
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companies arc - hopeful that a ttually
satisfuctory agreement will emcerge from ongoing

negotiations as Ecuwdorean ofhu.nls givin practical -
expuericnce ju oil matters. - '
Zach of Cevador's. three refineries bas an input
apacity of more than 36,000 hup.d. and produces o
ariely ‘of petrolenm prodacts; nevertheless, - ihe
country imports 33,000 te 50,000 barrels of etroleurh
~producls per month. The govermment has “selected
aine firms to bid or: a planned 30,000 bop.d. refinery
at Esmeraldas, which could go anstream by the end of
1975. I is also considering }!IIII(]IIIL a relinery.at Quito
with a 35,000 b.p.d.. cupacity to supply the Siérea
regiot, Residual products would be used tozenerate

electrie power in-the area. _ _

In Jane 1972, the Eenadorean Ol Tasnker Compeany

some

CFLOPEC)  was formed in u juint venture with

Kuwasaki Kisen Kaisha of: Jupan. The Japanese firm
will supply ships. equipment, and personncl. The
altimate goal is to transport 505 of Ecuador's il
exports in domestic tankers, '

b. Electric power.

The development of the clectric power industry has .

“heen” slow and has. ot Kept pace with national

requirements, Stimlated by oil industry needs, the
demand for electricity has grown rapidly.
cexpaind generating lacilities in the near futore would |
impose a significant constraint on the country’s -
ceonoinic. growth, AU the end of 1971, instilled
ccapacity was estimated at about 320,000 kilowatts

k) und production was slightly wore than one

billion kitowau-houns (kw.-he.). Of the total clectrie
power capacity, neady 60% is theemal and 405 is
hycweleetric. Per capita ce uslmmlmn (excluding
“plant use and losses) is estimated at 153 kw.-hr.. wne of
Latin America’s lowest. Only aboul 405 of the
population is served with electricity.

Industry is the principal consumer al vlctlnc:tv
aceounting for 405 of national consnmption. Other
major groups of consumers include houscholds (34%),
‘commuscial (13%), an:) puhllc services and 5lwcl
lighting (13¢:) . Major consumption areas are.
Guavaguil (465}, Quitu (30%). and, to A much lesse

~degree, Cuenen and Manta, : o

 Eleetricity is generated by [)lll)]lC utility lllstd"d-.
tions (88%) and privately owned newerplants (120).
“The power . industry is loosely  orgunized and is
composed of abonl 60 enterprises that operale the
and above), and other

Qulto Ll'um: (‘ump ny (Ll- Q) serves - Qulto .md‘:

Rt e S ATD ORI
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~little . or no” electricity.

- 120/280-volt alternating current.

vicinity,

(EMELEC). serves Ihc'(luzw.nquil area. Together,

these two companies account for 68% of n.ntmn.:l

‘.Ip.lut\' and 785 of total uulput
The largest powerplants are an old ‘37 0(){] Lw

stes ‘am and dwscl plant and a new ‘3-7.0(}{} kw. steam -
A0, 000-kw

plant, “both i (‘u.waquli and 4
h\'dmclttlnc p]alll serving Quito, I .zddllmn to these,

- there are hundeeds - of sl plants: that mppl) .
* communities and industry, but they are generally
~ovedouded and poorly maintained.

Transmission
systems. are ‘few and are nol imterconnected, and

distribution facilities aré adequate only in the major -

urhan -centers, Some small towns and- villages have

Electricity is 1- ang 3- ph.nﬁe, 60-cy ele, 1’0/240- .m(l
A state-sponsored ur},dnu.m(m’

I()l"l o implement the national ~electrification

progeam. INECEL's major fnmlmus are to-formulate
and execiite all phases of planning and financing of B
- clectrie power development and to regulate electricity
" rates in the country. Equipment for the construction of
- power [acilities is ;mpmlcd from the United States, the

United Kingdom, Japan, West Germmany, and Polund.
Electric power development. is financed mainly by
loaus from the Inter:American Development Bank,

the” International - Development  Association, the -

I‘\pntl—hllporl Sank, and other foreign  financial

dgencies. In 1972, the Inter-American Dcvvlnpmull .
Bank. granted a US$27.7 nillion loan for use by
INECEL, and . the lnlem.ltmndl Development
Association loaned $6.8: m|||m|| to EEQ for pu\\u B
development in the Quito area, ’

Expansion of clectric powes facilities is directed by

the National Electrification Program (1972f1()). whicn
calls for a -significant increase.

factor in the designing of major hydrelectric projects:
four powerplants with a total capacity of “about

300,000 kw. are to be built along these rivcrs Dicsel -
“and” gus-ltlrl)mc plunts, with sizes ranging between -
T 2,000 kw. v:md 20,000 kw., ar(; planned for vm‘u)ur‘u_nd

and Electric. Company of - Ecuador

“There is no intesmational

Jead,
exchange of dlectricity with umghhonm, enuntries.

the Ecuadorean’
* Eleetrification Institute (INECEL), wus- created in

" Eeuador. 1 1967,

v hydroelectric
“capacity, & modest i inicrease in the thcranai base, unda
general improvement “inthe transmission and
distribution systems. The goal is to interconneet most
ol the langer companies :ind to place’ the small,
Cinefficient plants on standby. The increase in elcunc' .
power ¢ 1|).ml\' dunng the 3-year pcnod is pm)cctcd at -
“about 12% annually. Abundant \\atcrpm\'cr "eSOURGes -
from rivers originating in the Andcs are a determining -

ﬂ.cmld.nn' lm\ns to |w[pln pclk]tud punods By ]‘)4(1

“total generating capacily is expected o reach 640,000
k., -

installations im\'lug s conmbined capacity of 38,000

even with the doxm;, of many old and iniefficient

“kw, The program’s other ma;ornlncuwu include the

building of new substations, constructing about 1,700

Kilometers of  transmission lines to link the. major
© consumption centers, and ulutdmb, the 'llsmhlllum

nct\\ork o Hew comumcrs.
Mulals and mincfals .

Vimua! deposits e am.dl .md frmuwnll\' of
unsatisfactory - guality. Output consists of small
quantitics of gold, silver, copper. titaninm, sadminm,
and zine ‘ores, Precious metals are wsed in
domestic Iandieraft industeies,

process them. The value of rold- -
vroduction declined sharply, from - USSG87,000 in-
1938 to abol 415,000 in_1971. During the s
period, the value of copper ore pmdudmn mtrc.ned :
from $28,000 to .lbuul $353,000. '
Because in other countries the Andes Mouul.uns

 have proven to be rich in minerals, the g ;,(r"ﬂmmvnt

has undertaken a cmnpnhcmm mineral’ survey of
Ecnador's rugged mountain regions, The »bl'utcd

- Natious has. ako sponsored wineral exploration in
the ' U.S.-owned Unioh Carbide- -
‘Exploration and Mining Corporation wis given a

concession in l~smem!d.ls Provinee - for gold

‘exploration. Hematite iron ore was discovered by the
“Cotopaxi

Ecuadorezns  Metallurgicai Company  in
Province in 1967, -and. a mining concession was
granted to the firm, Undcr 4 1970 joint- -venture
.l;,rcuncnl A j.npnncsc consortivm has heen

‘developing  copper | and molybdenum (Icp(m!s in
Azvay Provinee, Alter 2 years of prcllmman' work,

hnwc\'vr the Jupanese rcpnrlcdly have decided tor

“abandon the project, possibly because. of uncertain.

world murket conditions and the. rcl.mvcb low metal

_contemt of the ore. Reports of uranium deposits _'
- cireulaling in carly 1973 suggest that. exploitation of
~thut ore may be pDS\lMC somelime in the future. -

Clay. ocher, salt, limestone, gypsum, and sulfur are
the only nonmictallic minerals produced. Increasing

~world -market prices for sulfur in the late. 1960s °
U\Ixmulutcd interest in_mining volcanic sulfur, and -

sevel.. projects were undertaken: involving depusits in

*Carchi Provinee ncar the: Colombian border und on

Isla Isabela in the Galapugos Islands. FERTISA, the
~domestic fertilizer firm, opened the Tixan sulfur mines .
7 in 1867 to pruduce sulfuric acid for its vperations, .
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1. Mnnufécluring

\lunufwmm];, output muu.nu(l at an Caverge’

atnual rate of aboul 5% 5% during 1961-69, and then Handicrafe : o
) igctor . T . . . “‘%
growth aceclerated to 10% vearly in 1970-71. The IR L A T L v N

amufactaring sector employs about 135 of the labor
foece—upproximately the same share as in 1960—and
has inereased its contribution to GDP from about 15%
~in 1960 to slightly maore than 17% in 1971, Aithough
more than one-third of the manufacturing output is - N E R F
still produced by small, inefficient artisan enterprises, Ll || o intermediaze - F19%) ).

factory  production  has - expanded and  diversified and capital goods

significantly.  Manufacturing  employment s still : N R s | : -

heavily concentrated in the handicraft sector, . Factary: o ) s
- however, and Ecuador renins seriously. deficient in- ;icr;: , SIS o Lo

skilled abor and managerial talent, : = T 9% | Consumer goods | {81%)

The 1957 Industrial Promotion Law has l)colr.
modificd several times in order to strike a balance
hetween efforts to increase government revenaes and
altempts o aceelerale industrial development, and,
‘more recently, to shift the emphasis from import
substitution industrics to those with an export
_potential, Although frcql,lpul madilications in the kw
have comtributed to an uncertain investment climale,
government. inventives have “helped to  increuse
manufacturing investivent (Figare 21). The Industrial
Development Center of Ecuador (CENDES) has abso
helped to promote and advise new industries. ' v v
Astisan industries  producing - shoes,  clothing, »m.ntcn.nls and capital goods. Mare w."""t_l-"' “the
“textiles, furniture, jewelry, and iarious other  Bovemment established a special marketing ageney to
handicraft items still contributed over u third of (Otal “sell handicrft itews to tourists and 1o promote -
nunufactring output in 1971 (Figure 12). These  ~ overseas sales. Factory production has traditionally
family  shops- l)cllél'ilcd ,I'll;lfgill:l")" fmm' the 1965 - becn wncvnlmlcd in_ food pracessing, ‘beverages,

W wm
;. FIGURE -12.. Sedorol dlsfrlbuﬁon of

monufacturing outpur

Artmu and Small Inum!n i’mumtmn Act, which
granted them tax exemptions- for imports of ww

HGURE 11. Toto!l new lnvestmem reglstered unair the Indusiﬂui Promoﬁon tow’
(Values in millions of sucres) .

- UDOMESTIC CARITAL  FONRIGN CAVITAL
TOTAL = - — :
. l.\‘\'ﬂ.!n'lur.m' \'n]up Poreent | Value Pervent )

.. 52,036 3082 s man 42
41,300 - 007 . 97 L0 3
102,832 L0232 - 38 12,000 1
63,473 63,473 00 T L T

S 09,001 : 40,003 70 . 20,888 T30
197,405 - S 5,240 4
135,217 100,807 74 0 34,410 2
200,610 231,108 80 59,502 20
300,088 226,605 73 $2,443 27

575,220 - - 90,5357 5o - . BA,085 . S
CITHT4E 133,175 75 42,558 28
©o 180,785 179,110 - 98 .28 .2

C 38,131 - 214,580 67 103,581 8%
H70,.. 0 0iveinnnnere, - - 168,280 . 98,542, . S8 T £ B 1 §

. Not pertinent.. .
I U
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, und'pctmlt'mu derivatives. During the past
few years, however, new fuctories have been set up to
produce electricut appliances, glass produets, paper,

textiles

automabile tires; plywood, and other gouds.,

~ Food processing und beverage production constitite

the most . imgartan® branch of  manufacturing, -

employing abost 355 “of the factory labor force and
contributing 35% $Fvalue added by the factory sector
in 1971 (Figure 13}, This branch supplies all domestic
food and beverage requirements except for-some fats

und oils and powdered wilk. Many of the plants -

engaged in food processing wre-small farm or family
operations that ut:lm: mainly hiand laboe. A number

of modem plants are in operation, hu\\u'cr in such -

aetivilies as sugar and flour milling. processing of lats

Cund oils,” brewing, and bottling of nomaleoholic

beverages, Fish canning - and * powdered - cocon are

|m|)url.ml new industries w|th H] ﬂ;.,mfu.mt expint .

potential.

Sugar, wheat, and rice tmllmb are the major food

processing  activities. Two large sugar mills near

e

“Cuayaquil account for about 75% of the total output
of raw und white sugar, estimated at’ 285,000 short -

tons-in 1972, Current efforts to expand and modemize
refining fucilities include a trouble-plagued plant
heing built by a French fiemy; this plant is to have the

" largest rtfmm;, up.nmy in the cmmlr) \\Iwn it I,,ocs‘

into full production. Some 25 flour mills, with « totat

‘uily milling _capacity of 830 tans, process both

domestic and imported wheat. ‘The: two Liggest mills,
with duily capacities exceeding 200 tons, are located in
Guayaquil. Most of Ecuador’s 600 rice mills are small
and are seattered  throughout the Costa. They
produced only 103,000 tons of milled rice in 1971,
‘Eenador rvhcc principally on Afdcan palm as a
domestic souree of vegetable oil. Plants: located in

C Guavaquil and - Mant process  some 10,000 tons

anoually of crade vegetable il of all types. Fish il
output is hecomitg more important and is expected to

~reach 1,500 tons in 1972, About 17,000 tons of lard are -

also produced and consumed on sm.il' farms,

~The meat packing and canning industries- have
begun to expand as refrigeration facilities are
introduced, but production has been confined langely

* to canned liver; fish, hanmy, meat pastes, and hash. The

total output of milk prodiscts amounted to 190,000
metric -tons in 1970, Rel.mvcl) modern. milk
pastenrizution facilities ‘in_Quito, " Guayaquif, and
Latacunga  provided - ubout one-thitd of -the "milk
consumned domestically in 1968; in addition, two firms

: pm'llu:c small amounts of powdcud milk. Neverthe- -
Hless, lurge amowits of processed milk—including,

powdered milk under U.S. P.L. 480—~must -be

’mlportul lo. maintain consumption. at its low pcr

capita .wu.ng,z- of .:Imut 50 quads -mmullv

ﬂsuas_' 1 3.‘Combqsitlon of manubfqdi.rring output

| VALUE AnDED

: l"l:ncu:‘jr
1006 070 1086 1071
© Millions of 1980 .
' B . o . . . CoMuCres . . B
- ‘Totnl minufacturing output. . oiveyenseenedien, - 2,780 0 3,070 o oo
Bandicmft xector... ... 0. e 1,165 0,482 0 419 36,6
* Factory seetor, . . ..., N 1110 2,518 AR 684
Total [8e10Fy GO, - o i\ 2vorvnn, iieinnerenrsies  GLBIG . 1518 100 300
L CONSUIICE BOOWS. v ea v eeen e ainennnnonarneees LU l:5-10_ ep i
Food produets. .. \oooo s oue ot BIBT 500 38 2y
B T T T A (Y T N |
) 'I‘extiirs.....................‘...:.,.._......_. - 25 283 43 - Kii
_Clnthlnz ...' ’ 16 3 Y R o
Tobaceca. . 22 ) S
Other.ooiiiiiiiaiin AR 834 o1 . . 13
Imcrme:liutc & mpuut goodu. N PARR AT
Pctrolonm pmducu . ur : - 972 7 1
~ Chemical produeta, ., 12 S0 8 .8
Moetal producte,...... ... Tt - on3 7 -8
‘Transport eqmpment P S IR 1 1 -
Other...lioeiaaiin Ceeasaieas DA TR 123 - - 232 8 9

15
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Textile wanufaclusing is the second-ranking

manafactaring industry,  employing 22% of the

factory labor foree in 1968 and accounting for £1% of:

the value added by fuctory production in 1971 Total
apacity has heen exparded to approximately 150,000

spindles and 4,000 [ooms. Although the industry is

targely dependent on doméstic cotton and, te a lesser
extent, on domestic wools, imported synthetic fibess
are hwmmn;, increasingly important.
testile plamt—"The Internations] Company, Quito—is
carrying out 2 US$12.2 million progrun to medernize
its facilities and expand its production capacily,
Clothing  manufacture s sl Jargely - an arisan
enterprise and contributes little to total factory outpat,

The Jargest

The chemical industsy cantributes about 96 of total -
but it

value added by factory-type: manufacturing,
still fmports a comsiderable proportion nl’ ity niw
materials. Chief products include puints and
_varnishes, soaps, insccticides,
loead market. Some surplus pharmacenticat. products
are available for export, wainly to Colombia. The
Fewadorean Pharmacetiiicals and Industrial Labora-
tories Company (LIFE) and FERTISA, the fettilizes-
mixing plant, are lwo prime examples of chemie:!
Tirms that have heen established as a result of 1he
~ incentives offered under the Industrin] Development
Law, Futare. development of the petrochemical
industey will depend” on the Andean Pact Sectoral
Program of {ndustral Development; which ealls for

the assignment of mmplvh‘ munulacturi ng mulptcn-»

- to individoal comntries or groups of countries. The
expanding domestic metabworking industry was the

~Aint to come under a sectoral program, and oie drill
it plant has already beew assigned to Ecuador.

Other rapidly growing industries include wood and

paper products, building materials; rbber products,
“und the assembly of houschold applinnces. The output
of portland coment” has inereased from less than

200,000 tons in 1960 to :‘mrc-th.m 460,000 tons i -

1971. The total oulput of rubber tires and tubing has

maore than doubled since production was inttiated in

1964, Smuall factory operations also assemble various

wpes of equipment, ranging from mnsnmcr dm.nhln

to transport m.uhmuv. -

5. Conslmc_lmn

T o4

‘Construction  activity grew aboul "7% annually
r:.ﬂ(-r-lmg maindy work on new -
“manufacturing facilities and - various public \mrLs

during. 1961-69,

projects. - In the follp‘\nng 2 years, however,
construction activity almost doubled, and in 1971 it

' contributed 8% of GDP. 'I'his;bmt in- construction

16

very short supply,

and fertilizers for the

‘has alsa Hegun on'a

“ather public’ seetor projects,

landslides (Iumlg the ruiny. season. The country’s

T e o

-activity resulted lurgely Eom the, development of the

castern oilfickds and, to o fesser extent, a hoom in hew
housing stasts, :

Pelroleum dev clopment has involved cmsslru('lmn
of u highway' m.lumk along the plpclmo and among.
the woilfields in the Oricnte. These new roads have
apened up « vast area lor agricultural development.

~Foreign oil companies have heen responsible for
Hinancing the pipeline,
-USSE50 million, and mach of the toids and other new
infrastructure roqquired to suppoit their operations.

which alone cost -about

Housing construction in the farger cities also has
reached -boom pmpmh(ms Targely becise uf greater
credit availabifity. Low-income housing semaios in
however, because of “rapid
])t)pll] tion growth and camal-urban migration. At the
end of 1968 it was estimated that 605 of Eeuador's 1.1

- million housing units were “incomplete™ and another

25% were “technieally uninhabitable.” Upward of
40,800 units are required annwally just 10 mest pormal
population growth, The Jarge public investments
needed to help fill the widening housing gap probably

cannot be Gnanced uotl new oil revenues l:u:omv

wvailable.

Public sector pm]octs timt la.x\c benefited from
Torcign loun finsocing inchide new water supply
systems and roadd construction. Several of. the Linger

Ceilies are alse undcrt.tkmg projects Lo improve

drinking witer and sewerage facilities.. Construction
national highway system {inanced
in karge part by joint AID-IDB-1BRD loans. Work on
such - as  railroad
reliabilitation and port construction, . genceally has

~maved slowly because of o laek of funds and skiiled

administrative and technical pcmmnel A new U3SSI9

million port has been built at Guayaquil, however,
and a $20 million Toan from a Bclgl.m-\\'csl Genmnan

group is being vsed o finance mils, rolling stock,
and the construction of un ml pipcline to n.lw\c

- r.ulm.ul wngv\tmu.

6 Dumcslic trz(de

Dcspltc lh sl size, Lumdw dm'\- not have one

integrated market but a number of separate markets

linked by an inndequate  trinsportation - netwark.

,l)(.\dupmcnt and maintenance of this network are

complicated by the ragged terrain and by frcqucnt

wholesule and retail trade is dominated by Quito and-

i Guayaquil, the two main population and manufactur-
.ing “conlers..
" transport, and other marketing institwtions are based’

In uddition.. most of the finuncial,
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in t]msc two cities. Guayaquil .|I\n serves. as lhe

~principal distribution point for most imports. Goods
_are immpnﬂcd inkind by tenck and, to a lesser extent,
- on the state-owned raifroad systemn. :

Other. rLj.‘lUll.\] centers ‘ol commercial .lLllVll\'

~include Mamta, Esmeraldas, Machala, and Portovicjo

in the Costa, amd Cuenca, Loja, - Richamba, and
Ambato in thc Sierra, Ahmost all ol - the all-weather

rouds are m these two regions. while in the Oriente the

roud systen is only beginning to be dc\’clopcd In the

- Costa, - nany popuilation centess are located on rivers
- or on the ocean, and much trunsport is by walter,

Barges, tugs, and rafts I!.m(llc Illc bubk nf the river
teaffic, -

The m.ukclmg SY! stem for lhu manuf.xcmrmg seetor
is generally adeguiate in terms of storage and handling -
fucilities, but the agricultural scctor suffers from
comparatively inefficient marketing methuods, a fack -

of . rcfnu'mlmn, and an inadequate  distribution
system. Farm storage facilities are meager, and except

for wheat and rice there is little karge-seale, modern

warchowing - of ‘foodstuffs. Ecuador's development
plan calls for constructing - modem- storage and
shaughterhouse facilitics, establishing uniform grades

and standurds, . building connecting rouds between
~ producing arcas and rmarket centers, and developing
cooperative’ umrkctmg associations for the benefit of

uu.lll producers.

© Most rural Ecnadoreans p.nllupatc onl\' m.lq,m.dlv

~in the money economy. Many rural inhabitants still

~ produce  their own food, clothing. and _other basic -
‘necessilios.

- characterized by smiadl retail stores, market d: ays, and

Market -activity in- vural arcas is

cegional fairs. In the langer citics, consumer gonds are
sold in w diverse array of outlets, including modem

supermarkets, small specialty \Impv slrccl stalls, dl!d :
mltd(mr warkets. : :

' C Economlc pollcy and development

l’oltcy

The takeover of | thc ;,m'enuncul hv mllst.n\'

autliorities i in"1972 was prompted, at least in purt, by

their determinition o dircct the large’ anticipated oil
revenues into the country's economic development, a

course that they did not expeet the civilian politicians .
, ln follow. The l\otlngue/ jumta has declured itself tobe

“nationalist sevolutionary,” implying at feast surfuce

“parallels with “its Puuvn.m counterpart. . 1t appears -

committed to agearian aud tax reforms, invigorating

“the . publie banking sector, ‘and increasing state
v [mrtwtpdtmn in basic mdustncs smh us ﬂecl cemcnl

~about 0%

‘bclwwn 1967 and 1871 and amourited to 1

S PSS

m i
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and pvtmlc:lm. Thus far, Imwuu the regime has

“proceeded cantionsly. In the domestic sector, private

investment is viewed as the key gmwth element, and. -
little has been done to modify the conserviative, land-

based power structure. In the évent of a shift to o more
populist and nationalist stance, foreign oil companies

and, (© a lesser degree, Jocal moneyed classes provide -
the most \'ml)lz. targets for gn\cmmvnl action.

o (‘rwcmmuz! participation ¢ in thp econom_,-

‘Ii,v ]ulm American slund:lrds, government

cconomic intervention s limited. The government

influences ceonomic activity through its  public’
investment expenditures; credit -allocations, and: tax
policics, bul outright state ownership is not’ extemsive.
The public sector as a1 whole accounts for well below
20% of GDP. The more important state enterprises
include the State Railways Enterprise. the Ecuadorean

" Electrification Institute (INECEL), the Eenadorcan
- State Petrolenm - Gorporation (CEPE). the National

Housing Bank, the telephone companies of Quito and

- Guayaquil, Ecuadorean Air Transpost (TAME), the

National Vital Products Company (ENPROVIT), the.
lndustn.:l Development Center of Ecuwador (CENDES),”
the Institute of Agradan Reform and Colonization -

-~ (IERAC), and  the Sl.llc r\lcohu]u. Bcvcr.q..e'

E nterpmc
b, Public flnance

~In_addition to the central uwemmcnl the puhlw
sector includes provincial and municipal conneils «and
a - large ‘number of decentralized agencies and
antonomous entities.  The central  government’
traditionally_has collected anly about 50% of total
public séctor tax revenues and accounted for anly
of total expenditures. In an Lfff.)ﬂ to
inerease  central gnvcmmull supervision . and

“evordination of puhllc sector financial operations, the

Natlonul P.nrltuputum Fund (NPF) waus established in -

1971 to reccive and channel [funds’ prevmuslv_
carmarked  for specilic public agencies, NPF .now-
distributes funds to some 20 provincial councils, more
than. 100 muniéipalitiu several s government.

' >_unmstncs and some GO dcu.ntmllmd ‘institutions. -

Despite . this significant consolidation in hnunctul»

: ‘opr.r.ntmns many  taxes “and cxpcndm_lrcs . remain
“outside central government cantrol. Half of the 1973

petroleum rovalties, for example, may be carmarked

- for armed forees’ Suse: \mlmul passmg through the
- budget. . '

Ccntml govcrnmcm fevenues .:Imosl doublod‘.
% of CDP.
in 1971 (hgure H) In_ 1970, the go,vcm_mcnl

7
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FIGURE 14. Central govemmem revenues und expendlrures '

(Mt!hons of sucres)

(968 100 00 1971

187
Revemies;
“Tuxes: o 5 ) ) . : oo
Tuxes on.income und property, .. oovvseuea. . 3169 333.4 406,2 587.0 BT L
. Taxes on Toreign trade (nonpctmleum) ..... o 143009 1.530.7 1,.52003 20180 2,280.4
Faxes on dowestic veade, . ioenn s e . 270.9 295.7 383.5 . 65109 906.8 .
Oher tAXe8. 1e v vei e ee s siionenanas 7.9 148,2 203.2 192.0 . - 200,1
Total taxes. ...... T 2,156.6 2,308.0 B R . 3,407, 3,248 7
" Of which: Noneash tax rccciph iaean s . ‘0 0 L 2 % B 4
““F'otnl cn«h lux m.elpts rreraiarressadeaee 2,156.8 2.008.0 2,313.2 3,408 .4 3,801.0
Nontax cash bevenued . ouoeneoseiaiaianes - [ N ) R £ U 1.8 . 0.4 0 2077
Of which: Petroteom nnd minernl revenue: - (11,6) {9.4) (204.2) (58.2) 8.1}
Total cash revenses.......o.il s TP S 2,87%.6 2,527.1 2,924.8 13,7138 4,101.7
“Total, incluting noneash rﬂ-eipls .............. S 9,872.6 2.527.1 . 2,024.8 ‘ :l.718 3 . 41,4554
I-.‘penditurcv o ' :
Current expenditures: . ) . ) ) o
- Wopes nnd nulasies, . ......... e eeetranaan. : it 821.8 040.1 1,182.8 L
Purchases of goods and setvices, . ' i TR.& 55.3 809 0.6
Other {Including defense), ..........veee, nt 660.8 ZER 83,4 88,1
INtCTost PUNMERIR . e eens o lstnennnnnsns T 8287 4871 5728 6311
Other transfors. . .. ..ivl i revaeean .- nat 738, .! b2 LS 922.0 ) a19.2
CTotabeurrend o, e, 1 NSRS C2,620,3 . 2,870.9 3,078.9 3,757.0°
Capitul expenditures: L : : : ) ) T E
-Fixed capltul formatlon: .. ..ooooniiiiiin, S 1008 5235 081 481
* Purchosaes of renl naseta. ... ... ;i..;......;.'.. ) nu -0 R ] : R ; LA
" Cupital lmnsn-r payments, . . 1 . na 204.5 249 381.9 485,04
Others. o ne ST 6.4 7 0.6
Total cupitnl...'. Cieraeense PR 797.8 ]14.8 v e - 1,103
Total upmd.uum LY PR T PR PRI 34240 6.7 4,056.8  5,050.5
Deficit. ., ; —887.8 =547 v~ 05,8

T *-843.0

Dnm uat available, -

'Compuwd from carh mccapu ond expcndaturﬂ on]\. .

however,

1971, Income .md prupcrt) ‘taxes. provide less than
one-fifth of . revenues. Revenue composilion in 1972
and bevond will shift: dramatically beeause of: the
initialion of oil exports. New pctrolcum revenues in
1913-~the first full vear of exports—are cxpccled to

. equal more than thme flfths of the g govcmmcut s tutul »
" revenues in 1971

~established o value- added tax on domestic transac-
" tions and an ad wlowm export_tax, both of which
have contributed to ‘revenue: gm\uh Import taxes
remain  the- Iar},ul revenue  source,
-contributing more than half of total tax revenues n

. for mcre.zsed central govemmcnt spending Iong heforc .
exparts were' initiated, expenditures increased at an

“annual rate of more than 20% during this period. In

1971, the contral govemmient’s cash deficit amounted

~ to 955 million sucres (over USS3T million), equal to

£ 19% of expenditures. In the mid-1960's, lamge central

- govertiment deficits’ were often’ offset by surpluses in

Since 1967, central govemmcnl cxpendltums huvc' .

1’8*

~inereased even more rupidly than revenues, resulting
in ‘large deficits (Flgurc 15). Because prospeets for
, Iarge sculc petmlcum revenucs cmatcd strong pressum .

e . e g B e e
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- the rest of the public sector, but since 1968 the pablic "
~sector as a whole has run a dcf:ul Deficit financhig

has. ‘entailed increased recourse tﬂ m.urumarv‘.'

. bormumg from the Central Bank.

Wage and salary pay: mcnls and trunsfers to the rest
of the public sector account for the bulk of centmi-l_
government cument | cxpeudlturcs. Capital expendi-
tures also have increased rapidly,  and
cxcccdcd 2:)90 of lnlal expenditures The Mlnistrv of

in 197 1;;._'- :

T Lk N ST v P
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. Deficitas

., Milliont of sucres

T e © pereent of
1967 . -e:pendigur_m

1.7
196g [ o
_-16.1‘ .

V969 [
1970

1971 [

FIGURE 15, Central govemrﬁem deficit

Education aml llIL \Aumtry of Nutional’ Defense

- together account for some- 35% of total operating

The Ministry ‘of Public Works and
Communications \pcmlﬁ the largest shave of
investment funds, but expenditures for health .md
. education are .l|s(l scheduled to increase. ’
During its early months the Rodriguez government
porsued austerity” policies to stem the deterorating

Npcn(hllm:

~Miseal situation. Its 1972 program, formulated after

‘consultation with the Intemational Monetary Fund,
held the deficit to US40 million, financed eatirely by a
U.S. commercial bank loan, thus averting inflationary

, borrowing from the Central Bank. The 1973 budget .

provides for a 175 increase in expenditures and a
deficit of 328 million, dupm a grc.:t cqmmmn of
pctmlcmn revenues, S

e Bankmg, mone _; supply, aud pnccs

l‘hc financiul systcm consists of the Central Bunk,
19 private -
commercial banks, and various specialized official and
Although the

lll(:' ational Development Bank,

‘private financial - intermediaries.
" aclivitics of the nonbank financial intermediarics——

" principally the savings and loan associations—have
~expanded, the banking system retains 97% of private
© - finuncial savings. Within the bunking system, private

banks hold about - two-thirds. of * private savings.”
Central Bank private holdings include forccd savings”

v in the form of prior import deposits.

Although _the benking system is \\cll cslabllshed :
_£eonomic dcvclupmenl hos heen impaired in past

~ years by the lack af a well- developed cupital mitket.

Short:tcrm credit has alvays been readily avaitable to

e e e g i, itk o SR 3 2 S PR

W
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~established  firms from commercial banks under
“normal conditions, but medium- and  long-term

investment” fiwancing was difficult o obtain. ‘To’

“alleviate this problem Ecuador, established dumlg a

single deeude the National Financial Corporation, the
Nutional  Development  Bank, the Ecuudore: an
l)wt‘lopmcnl Finanee: (.ump.un' and two- \mck .
exchanges, .

The focal point of the banking system is the Ceatral
Bunk, which is primarily rcspmmblc for carrying out
the monetary pohucs established by the government. '

The bank’s more important functions include

- servicing the public debt, collecting advance import

extending Jouns and rediscounts o the
banking systems, and lmdorl.nlcm;, ‘open markel
transiactions. The National Development Bank is a
state-owned institution  engaged - primisily in
agricultural credit. " Also financing agriculture is the
:\gnuulluml [!.ml\ a_private institution. owned by
agricultural associations. s accounts are consolidated

deposits,

- with those of the commercial hanking system. The
Ecuadorean Development Finance  Corporation
(COFIEC), u private bank that began opecations in

1966, finances investments primarily in manufactur-

ing bu! JISU in construction, trmspmtatlon, .md

a;,m.ullurc _ :
“Fwo, official mml).mk ful.mu.ll |nlcrmt‘d|.mcs were

- estublished in the 1960's to improve the flow. of

investment funds.- Ilae Ecuadorean Housing Bank was .

- set up in 1960 to promote development of savings and

loan associations for financing home ownership. The
Nationul Finuncial Corporation {(CFN} wus organized

“in 1964 to stabilize the vaarket for public sector bonds, .

but in miore recent years it has been engaged pnmunly,

~ in financing domestic manufacturing firms,

- Of the 19 private commercial banks operating in

' l‘cu.ldm four are forcign-owned. At the end of 197,

there were 50 commercial bank branches throughout
the country: Quito and Guayaquil are by furthe major
banking centers: In 1970, stock cxch.mgcs were
established in these two cities; althtmgh tmdm;, in
pnvatr. corporale stocks is ||mltcd :
Monctary policy in Ecuador is dirccted l)y alines -
man_ monetiry board, but the Rodrigucz government

" has restricted its voling membership to thrée members
Cplus @ govcrnmcnt -uppointed chairman. The

monctary. authorities “have. traditionally  utilized -
changes’in legal reserve thwremcntc, interest” and
rediscount rates, and advance import’ deposits to

. counter economic fluctuations: Portfolio ceilings were -
.introduced in 1970, and a rudumcnt.mr kind of open-
murl(cl opcmlmn was nuthoriu\d in 1972,

19
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'FIGURE 16. Maney supply
{Mittions of sucres)

MONEy SUPRIY ¢ v oo et vniern e e e eiea

Curreney in clrenlalion. ... oo iiieiiai i iiesiene
Demand deposits. oo - P PN
Qua-i-mune\ tinr]udas time dcpmu\ uml ndvmcv fmport de-

pm:u)
Totzl tnoney um] qeasi-money. ... PN e .......;
Money suppdy w5 a pereent of GDPLL i veai e

Anoual pereentage fncresse in froney supply. fooocoiiiiaen

At A m— ——

3,281
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1067 1968 - 18GY 1970 - Lo71

6,058

% T 30408

3,545

(LAY (LABEY (LT (RS (23R
{1,910} (2.281) (2,630) 13,355) 18.718)
2,717 1,530 BB, L0335 6,052
5,008 5,375 8,700 1,78 13,000
D T A I R I 15.9 8.
ir.n .2 43 oass 1.6

Before 1968, increases in domestic hqmdllv biad

resulted m.nnlv from Eivorable export pvrfmm.mcv.

and Central Bank purchases of foreign exchange.
“More recently, however, government deficit finuneing
has - heen mainly responsible’ for the sometimes
e\ccaswc rate of money cre: 1!-(m{l°|;,urc 16). Althoogh
money supply as a'share of GDP rose from 125 to 14%

-during the 1960's, in most years monetary expansion -
had little inflationary impact. Price increases averaged

“a remarkably low 3% % annually during 1961-69
{Figure 17). - In 1970, moncy “supply increased by
dlmost 235 and was largely a-sptmslin\ for a jump in
prices of almost 11%. Monetary expansion was held to

less than 125 in 1971, bul pnws umlmuod to dunh at

about a 6% ite. :
Total domestic eredit ||.|s been i nu.rc.mnb at abont
13% annually. Reflecting the large fiscal deficits in-
curred by the central government, the destination of
bank eredit has changed drastically. In 1971, the

central government aceounted lor 407 of the increase

in“credit (]"lglll‘t‘ 18). In that year, oulst.mdnu. credit
1o the central government totaled almost US$120

million—sixfold that of 1967 and cquivalent to nearly

- ane-fourth of total domestic eredit outstanding,
“In 1972, the Rodriguez government imposed a

financial stabilization program that reduced domestic.
hqmdll\' constdcmhlv. \Ionct hclt*ss growing dmncqllc :

) FIGURE_ 17. Percentage chenges in cosr-vof,-livl‘n{;‘ lqde;

. ll‘)l}ﬁl NG CooTiER

CYEAR ©TOTAL | vOOB CLUTIING
1861-65.. 3.2 4. 8. 2 2.0 -
Wps,.. .. 0.6 M9 . L TD S 40 8.9 ..
eeT....s 2.2 4.4 -1.8 2.0 6.6
O iouk,.c.. 200 46 . -0.8 ~1.0 =0T
6w, Ap 0 6.8 - - 4.6 J08 28
1970, 0.8, T.D o IS4 15T 2.4
6.4 5.5 8T 4

Coem.... A 8

;\\cmg« o! Ihc mdtxm& for. Quuu aml (‘:un\'aqunl vrmuhu-.i, e

hv pupnlanon.
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planning.
_throisgh on these initial _efforts.
Ammiediately issued a Plan of Action :

fswnod a National Flanning Board to draft o 5-yem
~ economic plan, which - was prepared by December

: "
revoluti ionary

active role for the

- elfosts. to

Cdemand Tor foodstuffs and othe essentials fed e
Afurther priee increases at @ mere moderate ”pace
“throughout 1972, in addition to the continuing cfforts

of the National Vital Prducts Compuny (ENPROVIT)
10 keep prices down, the new. sovernment relicd for

“a time on police inspections and stiff penalties for

speculators, The * campuign  agaiost spc(.ul wors

“sueceeded only in temporarly driving wrt.un items nff

thic market.

2. Dewloptnenl pinnnmg a.md mvcstmenl

Tlm Eeuadorein lmlllar\' has a1 strongg pvudi.ml for
The 1963-66 military regime undertook
Eeuador's firnst experiment in- development planning.
but subsequent civilian governments did not follew
The Rodriguez
govemmenl upon assuming power in Februwary 1972,
and commis-

1972. The plan embodies a Inghl\ oplimistic
.nﬁsmuncnt of financial resource availability. .
The military  government, as a * nationalist
foree, " has umtmittcd Jitself to
promoting social justiee and more rapid ‘econonic
growth. Like its Peruvian counterpart, however, it has:
discovered that programs 10 achieve thess fundamen-

- tal goals sometimes conflict and thut priorities have to '

be established. The Plan of Action envisages a more
new. Feuadorean man™ in the

‘community and for the state in the economy, Land

and tax veform are at the’ furofmnt of govemmint.
redistribute nations] income and to
incorporate - more Eciadorcans - into - the money -
cconomy. The state’s role encompasses. hoth economic .
planning and dircct participation in certain state-

" owned companics ind joint ventures. The primary

responsibility for achieving the cconomic goals of the

~plan’ --Icarl\' rests \uth thc pn\-akc wclor' hul with

Mmaxi ‘sicide. - A M’-"\Jﬂrf&‘; v "3 YRaes
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FIGURE 18. Chunges in bonk credn
(Millions of aucms)'

- 1467

l.uw IV '
By origin: : } : C .
Contral Bank, .o veviaarnesrenas waenn 67 s 1,30 813
Private comnmercint hanks, . .. o000 752 208 770 870 -
. National Brevetopment Bank.......... IR} 70 - 5% CIRS
. Imnrhnnk flogt..oovonn. Vaadisene er 37 -14 -2 ) 75
_ 'I‘olul ....................... P 1,638 7 §,268 0 - 2,000 1,964

By destination: } BT o :

" Publie sector (00l e - 0L 50 . 4 Vi
Central e cernmueat (nedd oo .ioae (-181) (BGu) {h06) Gi67) (780)
Reat of public seelor (:wu. R, (=56) -5 (13) {~22) {(~T}

Private seetof. . oo ciiiiciraraaas 878 - 867 1,130 7014
Unelaxsifiod: axsets (N0L). 1ovneaiveone 222 a2 FH SR
: lnlcrllnnk ll(mt .......... S T -2 S
Total. . .vuvene sareserases vaniaans 1,838 5,203 2,020 1,819
By method of flinonce: o o )
Liabilitics 10 private reetar. . .o oove . 1,367 . 1,348 1L.O26 b3
- Net juternationnl reserver (invzense =) .~ 152 1 o -8i 15 w2
Mediume and long-term foreign -liabil- . : - o Coe
Y 11 SR U SOPU SO 10 - S5 20
" SDR plloeation. ... ..... [ PR - o 105 L]
Totul, . covreniennnns B . LA3R 1,268 2,000 1,040

",‘]n}\ugusl 1070, the xuere war devalued 28%

;,n\'cmmunl support in lllc form of mvc«tmum in .

basic infrastructare; tax and other jncentives, and

-inereased credit availability on.avsclective basis. v
task - facing the new .

The "most important’
government is to allocate the financial resources that
will acerue: from petroleum: exploitation. 1f current

-spending is controlled, the uwre.mng, oil revenue will,
“permit a substantial. increase

1 pablic | capital

formation. Aftefa 15%

accounted for Jess than one-fifth of total investment in

1971, Government - plans . call Tor substantial -
" .investments inelectde power, o
: olllcr mfr.lstrm.turc required to stimulate complemen-
tary  prive ttc investment . activity.’
sq.,mﬂcunt pmtmn of its 111!\\"rcsulirccs is to be
~ channeled into agricultural programs  that should -
v;,cmmle cmp!nymcnl and provide a regular flow of |
~raw materials for agreindustry. The IBRD ostimales
_thut pmjcct commitmients lom mtcnmlmnul agencics
should average USSB0 million annually in 1973-76,
© necessitaling a mnmmllunt murcust. m dnmcstlc
. counterpirt fund-. ) L
- Private - Lupltal farumtum Ims heen tl:c most -

- dynamic foree ‘in. investment growth sinée the lnte.
© 1960's. Spurked by lorge capital inflows from foreign
. il compunies, private capital formation increased an

In addition, a

canual iru.rc.;sc during 1967-
- 70, public investment: declined by almost 6% and

roads, irrigation, and -

average of 28% .mnmll) durmg 1967-70 and thew
jumped 64% in 1971—the year in which Texaco-Gulf
invested the bulk of the USS130 million required to

constrnct the trans-Andean pipeline. Largely as a
result of petrolewmn industry investments, the share of
foreign cupital in totul fixed capital formation rose

“fmm an average “of 16% during llu- l%l 66 pcnod o
-2 515 in 1971 (Figure 19). ' o

Al the end of 1970, direet foreign mvutmcnl lm.:lcd .
US$216 million, 78%-of which was from U.S. sourees,
Of the U.S. share, nearly 60% was in the pctmlu:m '
sector and the remainder in manulacturing (215

'lmmpurt.ntmu and  utilities, (13 ) and wmmcroc
T(Te8). In addition to lcxam—(,ulf major U.S, investons

include Dow Chemical, General Tire, Imcmulmndl .
Paper, and Boise Cascude. The United Kingdom held -
more than half of direct investment from non-U.S.
suum,-s..'l’hc small size of the duinestic market limits ,
pussibilities for futclgn investment, but govermiment’

* policies: and_ the degree of political stability will be
'vmotc mlpnrhml fuctor*: over tlw next few \L.II’S. v

3 Mnnpoww

“Fhe libor force in lQ:l mmpnscd ubnul 2 mtllmn h

‘;‘pcmms or 31% of the total population. Because of the

hngh lm’th mle. .llmul h.l" of lhc populatum is lmdu

W 7 .qm;" e
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FlGllRE 19. Gross domestic. investmnm
{Millions of 1960 sucres) .

067 1068 1069 HA O B 11 £44
Fixed eapltal £OrIRAUOR. v vvvvnersennnsanass - 1Y 2,775 2w ) Rt 6,000
Public, oot veeneionnands PO U {841) (032) (1,3 0,237y T, 168)
O PHYIE. e e e e i (1411 (8, 848) (2,178 {2,459) (4,816}
Chnngés in stocks. B ceeaes 342 a7 A e 120
Tate! domestie :n\&-mm-nt. D 2,617 3,146 o 3,u80. - 1,300 g
Fixed vnpllul formation »x a percent of (.l)P e .8 3.7 15.4 182 25t
Finnncing of capital fnrmniilm (m pereent): ‘ : o . g -
C DOReSLC BUVINRAL e e ae e eas N : 78 123 7 43 ’ 4w
Foreign cupital. .. .. Cbeesierenes eisesisiarenes oo b 34 A il

*Pravisional. )
"l MF v.'atimnic.

15 years of age. \Ime lh.ul 33% of the |.llmr I'oru' is

employed in agricultare, sgroindustry, and related.
- serviees - (Figure 20); over 20%

is engaged in - the
growing and c\pomng of batanas slone. Manufactue-
ing is the second- mnkwb seetor in pmvuhng

o cuuplmm"nl while govenmment and other serviees,

commeree, and construction employ the bulk of the
remainder, Factory employment has increased very
rapidly. ’

Urban_anemployment h.ts inereased with the rising -

influx -of unskilled peasants from rarad areas. The

National Plaoning Booard estimates that 505 of the *

totul lubor force is unemployed or nndereinploved.
“The prcdonun.nwe of small-seale operations and -

~manual Jabor. results in relatively low productivity in

both .q,‘ncullurc and manufucturing. Low education
levels, poor health, and insufficicat technicd and
managerial skills also restrict . productivity. The

. govemment is allrmptm;, to reorganize .nd imprwve
the _education svstem, and both AID and lho

inlcmatwual Ldlmr Org.uumtmn e .letmg

vacational training. pmgmms The Indmn population,

‘which comprises roughly 0% of the lotal population,

is |.lr;,t,lv wnskilled and pacticipates onty-marginallyin

“the money - cconmmy. . Job mobility - is unpulvd by
,d.l(llllll!l.\] “attitudes, poor teansportation, and

lgnor.mcc of cmpimmcnt opportunities.
Geographically, the labor force is distributed very
unevenly. n 1962, the Sierra contained ahout 515 nf
the labor force and the Costa anothier 445, AL that
time, more than one-third of the lubor force was

concentrated in Quito and Guayaquil. where. most of

the larger manufucturing firms are. located. The
massive influx of unskified workers into Quito and
Guayaquil hus inereased nuomplmnwul and the

Cdemand for housing aaid other serviees, Ecuador also
- suffers from a “brain drain,” as the younger, hetter
_educated, and wmore skitled workers seek hc!lcr_
- emplovineat opportunities abroad.

Labor legislation, which is contained in the 1938
Labor Corle, the 1946 Constitution, and-subsequent -
kews, prov ulca for un 8- Imur \mtkmg (I.n\, a H4-hour

FlGUREv 20. Dlstrtbuﬂon pf Iubgr force, l_:y econbnﬁc a:ﬂvity

“Tatal Inbor faree (thousands). . ... .. FUUE e

. l’crcvnla;xv dimtribution;

_ Agriculture, u'nindnwtr), nrla!cd BerViceE. i, .4

Stanufecturing. . aresa it ereren

Public administration. . . .
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work week, minimum swages o he set by the

government, other worker benefits such as vaeutions -

and pmhl-slmrmg, and n«gul.xtcd working conditions.

Workens™ and emplml " associations have the right to

strike, and procedures heve heen established for i
settling labor disputes theough a'special tibunad or, in
the absence of a negotiated agresment, through o
government-uppointed labor administrator, The 1942

Compulsary Sovial Security Law provides forsickness,
maternity, disability, and old age and doath benefits

for widows and orphans, At the ead of 1969, however,
less than 135 of the Iubor, I'oru: was insuree umlcr the

program,
There are !lu‘ec major labor mnfxdu.nlums .md "

l.lfge avmber of independent unions, but less i

15% of the labor force is organized.. In mid-1972, the
Ecuadorean Confederation of Free Labor Organiz-

tions (CEOSL) listed 10,000 members, surpassing the

30,000 uctive members of the Communist-controlled
Confederstion of Ecvadorcan Workers (CTE). The

Ecuadorean Central of Class Organizations (CE POC)

claims 18,000 members and followers. Labor unicns
ure concentrated in

white-collur ‘workers, and artisans - employed in

'mdmlrv government, ,md comnierce,. The agncul-, -
tural sector remains l.nrgdv unorganized.

In Becember 1970, the - minimam mnnlhly wage
was mised from US$24 1o slightly more than 830 for
nonagricaltural workers, while the minimum wage for
rural workers remained at $24 in the Costa and $157n

“the Sierra, - Prevailing lubor market conditions

inflluence wage levels “more thun  federal :codes,

however, Industrial wuges generally - exceerd “the
_minimum level, while : .ngnculti.mi wugcs are ol'lm far

I;L!ow it

'D. Inlernatlonal cconouuc relatlons

E Furmgn tmde

l'orcagn trade is iuglli\' mlporl.ml to thc Lcuudore.m.v
: t.co-mmv Exports, t.qtml about - 16%
Huctn.nlmns in exports greatly influcnde overall

eeonvmic pedformuance. Record high export Ievcls in

1970 and 1971 helped to generate u 9% apnual rise in

weal ontput. Ecuador rlies heavily an imports for

averaged only 6%, despite an unusuully high level of

“exports in 1970-71 that was attributable .o supply’

Quito- and  Cuayaquil, ‘with’
membership drawn primarily feem mannal liborers,

of GDP, and

. sulcs arc ot Imglu

Millans of U.S. dolkars

. ) Imports 7
- i caf) i

 FIGURE 21. Balonce of irade

difficultics ‘in. other bumana-producing  countries
(Figore 21). Ecuador's ek of export diversification
has made the  ecanoray vu[ncmhlo to fluctua! ing

 world dem.uld foc lmn.m.ls and, to a lesser ‘extent,
. coffee, covou, and sugar; however, the development of

the petroleum industry  has mlm.mh.;l!v rcduccd

7 Eeuador's depcmlcncc an Imp:ml .15 ncui ural exports.

a (.omprmlmn of lmdc

Bul...n.m coffec cocos, und sugur. pnwl(f«-d more

“than 80% of total exports in 19715 bananas- ajone.
“accotnted for half of the total (Figure 22). Ecuador
“benefited from a postwar bananu export boom until v
- the mid-1960's, when increased competition from™
_various industrial materials, most capital ﬂouds .md»c 2
_ mau) consumer durables, - .
Over the last decade or so, unpuﬁs huw mcreuwd B
by an average of 12% annually. Export growth has

other priducers began to cat heavily into its sules. By
1971, its world marker shace hud slipped te 22%,

“compared with 30% or more in the eady 1960’s, Other

traditional: ugrwultuml exports generally - huve’
stagnated, and prospeets for sul)slanlmllv mcreuncd

APPROVED FOR RELEASE 2009/06/16: CIA- RDP01 -00707R000200110032 8
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FIGURE 22. Commodlly oompositlon of ex,:orts
(Mﬂhons of U.S. dollars) -

1967 s 1.0 1970 a7

“Traditionaltexports:

S AR S

- Of which: : N S T
nt.1 108.8 . . I05.9 16,0 1202
S8R 3420 We 50,5 16,5
24,0 . 389 2.5 - 203 5.4
75 7.9 108 - 9.4 18,5 7
_ C1R3.3 . 1R0.8 6708 2080 . 105,68
Nontraditional expornia: ' . o S
Of which: o ) ) o :
: Fish nnd uuluod ..... aeane- Creaes 5.3 $.0 3004 9.6 B E %)
Oilxieds. s eeeenranns- PR . 5.3 S L8 1.8 1.8
Wood, .ioiianinn NN 3.8 3.8 3.7 3.2 3.8
Mineral producix, . RURIEES B R 1o 1.0 2.0
- Pyrethrum onmct ....... e eeasane 14 1.0 1, .1 0.8
. Cocon Produet, . iieeeeiasaarans B TN TR . 2.1 2.5 1.5
“Phaemaceuticals.i .o, eveeeeene L8 1.8 1.0 A 1.7
Straw produets, .. cooeieean s eee 08 1.2 . 1.4 BRI SR
Other. .. ieiiiediniananesinrens 6.4 . 4.0 3.5 5.5 10.3
Total. Cerearirersnens 24.0 5.8
“Fotal exporte. .ol i leenents reavie . 207 2369

Pumdnrs exnort’ trude hnghlcncd wmsdcmhlv in’
1972 when enports of priroleum  began with the .

"0|)emng in_ August of a truns-Andean: pipeline, -

wheduled to reach full capucity operation in 1973.
Petroleum  exports ure -expected - to. reach US§180

‘millivn in 1973 .md to uccmml for 10 to 4050 of total
‘exports.

With the notable. cxceptmn of pntwlwm, cfl'orls to

: »dn'eml'\ Ecuador's expost trude - huve been snly
: nmdcrutclv successful. After several years of very stow

increase, ‘nontraditional exports rose G495 in 1971,

largely becaus¢ of the doubling of tuna, shrimp, and .
 ather - sealuod - exports.  Manufactured exports | go
“mainly to other Andean Common Market countries,
 where they receive preferentind tariff tmutmcnl '

~Reflecting industrial cxpansion ‘and “cnide oil -
dovelopment. imports of industrial materials. and

* capital equipment have increased tapidly. Based on -

import licenses issued, raw matetials and intermediate

. goads comprised sosne 30% of imports in 1971, und. -
- capital goods accounted for about 36% (Figure 23). -
_ Consumes goods, mostly food und other nondurables, .

made” up the ‘remaining 14%.- No breakdowin is -

available of the substantial valume of |mports thul

'cnter the cuuntry \\rlllwut llcenscs K

b Dsrectwn of lrada

The Umlcd States” and Western Eumpc are .
_E_andor s main trading partners, although Japan uud'

e

the Andean t’att countries have cut into their shares
(Figure 24). Exports to the United Sta.ss consist

,'pnmaniv of banaras, eoffee, cocon, sugar, und fish;
. Ecuadorean -imports from the United States consist
‘mostly of  machinery, - transpost  cauipmeat, and
 wheat, U.S. sules to Ecuador have heen holstered by
the import - requirements” of U.S. il . companics -

operating in the country. The U.S. share of Ecuador's

‘exports will rise uppmcuh!; after 1972 as the United ;
- Statey: purchuscs the bulk-of Ecuador's low-sultur «il.

~Westerns Europe has declined in r('[ullvr importance -

blu Ecuedorean trude since 1967 but the arca still tukes
~“more than one-fifth of Ecuador’s exports and supplics-

about 30% of its imports. West Geimnany is by far the '
most important tmdmg pactner in thul area. Exports

to Jupan have increased sixfold since: 1967. as that
 market has purchuscd an increasing share of Ecuador’s
bapanas. Trade with Andean Pact countries has

increased; exports to tlwse countries increased by 825

in 1971 l)ecuusL of |mpurt liberalization by Chile, -
- Colombiy, and. Peru on 49 commndltics being
" produced i Ecnadur Those exports included. such -
" nontraditional items o c:mncd meat and fish,

refrigerators, dn!hing cocos  products, . woad. and

dxemiml praducts, #0d feuit preserves and fuices:

Since 1956, E_cundm has signed ‘trde agrec_ament.s .
with the U.S.S.R., thoélovakin, fast. Germuny,
Polund, Hungaty, - Bulganu and Ro"mnm In 1971,

: 'Fcu.ador also - began negct!ntmg o’ commercialf;":ﬂ"

o o, A AP TN SNy, “ TS RS
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FIGURE 23. lmport Ilcenses ls.wed by comrnodity groups‘

: (Malhon: of U.S. doﬂafs.’

1087 1008 1464 70 »lel?l
Conmamer goods:
Of which: - . o ! ;
Nondurables oo oy vvrviiiiinean s R 91 2l M3 22,0 0.8
L Durables. oo iiiiaeiiiiieiiieae. 0 10,6 12,7 0 1356 0 124 2.2
Other conmamer goodn,..v. . vourovin 0.1 0.7 05 - 0.6 . 0.
Total. . oo 23,2 35.7 ELEE S L] 11.0
-Rm\ mnterials ond intermedinte gooda ) :
 Or which: . .
Fucls and Iul)ric:nta..............; 14.4 15.6 17,0 0 18,6 M
- Agricultural meterisly. . R 0.6 7.4 - Al . 8.
tadusirind materiabs. , teee 75.7 82.8 - BT 8220 2.4
- Construction mnledalx 0.2 13.5 180, T [ FIRY
. 'loull 103.9 a5 1274 1206 1520
Cnpitul gonds: : ' - : ’
()l which: - B .
- For agrieulture.. .. ... 0iieinaal - %0 AT
I-orindual'w...................'.... 38,1 64.8
Tmnaporl CQUIPMEDNL. ..o, 20,5 394

S

Totul importa. . ...

" oSince some imports enter the country without licenses, nnd sinee some licenses are not exercited
alter they are imvted, netunl imports do 9ot neceranrily agree with the volume of Keenses isnued,

.i;,rcemmt with the People’s Republic uf China.

Communist . countrics provide additional markets for

Feuador's tropical .lgmul(uml produce, bat. their

exports of merchandise, ‘muchinery, sad cquipment

meel resistanee in tlu- Ecuarlorean market, Tolal trade _

with Communist countries amounted to less than
USS20 million in 197t;

imbalance,

-with the. baluace of trade:
heavily weighted in Ecuador's fuvor. Asa result of this
- Eeundor has - modified its  pavments.
agreements with Hungary and Polund to provide for
~ perindic settlements: in’ convertible currency, and -
Bulgazia plans to discontinue its agreement in 1973.°

extended another 85 million credit’ for hospital

_equipment puulmses, and the U S.S. R offered 804

million for j jeep pnuh.m's
c. dec xgu!almna

cu.tdm relics clm[lv on dulun tariffs, and
(|uaut|l.ntwo import restrictions to nq,ul.ntc its finrciw )

trade. Import and’ export duties are also important

. 'n\cmw-nmmg messures; un]mrl umlruls have been

Barter trude with the U, S.S.R. has fared ‘somewhat

_ hetter; Ecundor has.imported Soviet cement. tractors,
“und teucks - in
' prmlnch Bununa deliveries are expected to increase
- cightfold between 1971 and 1975, and may requir
- Soviet pnvmunts n cmh s \\ull as munufncturml
,gm)ds :
Since 1967, Cummxmlst conntries h.ne cﬂondcd- .

- exchange for tropical ugricultur

‘utilized to, protect domestic industry and dumumge'
. nonessential imports. In 1971, Ecuador adopted the

Brussels Customs Nomenclature and a.nwrpur‘ntvd

existing” specific duties and an’ ad wlrm:m \llﬂ.hdl’l..t." L

" into a new customs tagiff,

US$15.4 illion in credits to Ecuudor, of which enly :

. 86.2 million has been drawn. In 1967; Czechoslovakin -

- extended a $3 million credit for mauchinery purchases,
““and in 1969

tl(‘(}!l’ic gcucmting pl.;ntﬁ. In l!):l C:wclmdumkm -

:Poland extended:a 85 milllun credit for

“Peemitted imports are divided into. l\;¢1"1.'.|tégurios:
List I (essentiul goods, comprising ubout 85% of
licensed imports) and -List 11 (ather imports). All items

“not included on these lists are prohibited, anc licenses
“are requited for the -bulk of pers

nitted imports. As o
requirerment for the granting of licenses, import dutics

~and additional taxes must be prepuid in full and’

“advanee impaort _deposits must: be placed with the:

Central. Bank. Certain imports—including some

industrial ruw muterials and goods financed by foreign .

N e e S : o e A AT Yt 5 i
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_FIGURE 24, Direction of trade

o .lu.msw-arc cwmplcd from advance iport deposits.

These deposits may also be reduced or climinated from-
the impants of domestic firms accorded high priority
by .the Mumtr)f of ]ndus(nc\ Cnmrvx'lercc, uml
Integration. o
wnoider o insure the full surrcndcr of foreign
'cxchangc proceeds to the Centeal - ‘Bank, the

“government requires that almost all - exports  be
- licensed. Feuador ussesses specific and ad valorem
'F'cxpuft duties on banunas, coffee, Sugar, cocon, and
seafood. Bansna taxes are based on reference prices
fixed by the government. Muny nuanufactured or.
"pmcciscd goads and other n: mtmditmnul agricultwal .

comenodities ate exempted from export duties and also
benefit from ‘export. sul)sldlcs in the form’ of tax credit
ccrtifu.xlcs fo . " :

7 In August 1970, l',clladur undcrtuoka wmprcheu- .
- sive reform of its cxcllmlgc systenn thut included 3 28% -
dcv.sluat:on of the sucre; itakso established ad valorem

.mlporl and ¢ export dutics. 11 1971, under pressure [mm

~ the ‘private sector, the authorities reduced - or -
. cllmmutcd several export taxes and reduced ndvum-c .
lmpmt deposits, but these actions helped to generate -

serious balance of payments problems. [n November

1971, the Velaseo govemnment reestablished the duat -
. exchange rate system that had prevailed prior to

26
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:\ugusl l9(0 .md sctu new o‘hual \cllulg rate of ."!a

sucres = USSI. This rate applies principally. o exports,
imports, gov ernment transactions, and transactions

related to- registéred private capitul:” Approximately

35% of all transactions tuke place in the parallel free
exchange warket, . where the rate is allowed to
 fluctuate, During the cardy months of 1972 the sucre
~sold at about a 10% discount in the free murket, bt
by Junuary 1973 the sucre stiengthened, selling at
abont the official rate. Following the February 1973 -
devatuation of the U.S, dallar, Ecuador’s Monetary
Bourd set the-Central’ Bank buying mle for dollars at.
24.80. sueres and the selling rate a1 24.93, but the old
rate continued to .xpph 10 pet rolenm teansactions. T he

Ecundorean Government also expressed its intention

o wnify the official and frw m.uke! culungv rates in

practice.

~ Ecuador has set up an Institute of Foreign 'lr.td(. o
" and Integnition to coordinate its pasti<ipation in the
K Latin American Free Trade Association {(LAFTA) and .
the Andean Common Market (ANCOM), as well as to -
- develop an export promotion policy. Because they are

considered . less - developed,. Ecuador, - Bolivia,

hr.ngnn.;v. “and Uruguay are accurded special status in

- LAFTA. laumdur aceords pmfvn.ntwl treatment ‘to
n\pom of .tppr(mm.ltclv 1,700 products from vther

CLAFTA members: it also maintains reciprocad lines of

“credit with ‘Pery, Colombitn, Mexico, Bolivia, and

© Brazil. Zeuador and Bolivia-are also .wcunlccl special
pnvﬂcgm within ANCOM, whose ather members’

" include (‘ulnmbxa. Pern,- C hile, and '\'vueiuela

Ecuador is a signatory to the International Cnffcc'

: Agtct.mcul but i isnota membcr of (‘!\T’i‘

2. Bulnn@:e of paymems '

“ Ecuador's. trade - balance, \\Inch !md l)een very

'l.womhlc through the' ‘early '1960s, Imc progressively .
: mmemd becausz of rapidly tising imports and uneven
export perfformance. The mdcnmg trade gap. lognther B
with a mounting deficit on services, resulted in a lucae
. increase in the current uccount deficit {Figure 23). Ils, :

impact on' the overnll” balance of payments . was

mitigated, however, by i tenfn_ld increase in gross
~direct” private investment, mainly for - petroleum
. dev.‘lnpment Although net efficial long-term cupital
inflows " were only USS1L million to $28 million
annuaity during this period, total capital inflows wwerc
" sufficient %o aveid any uppmcmblc loss in net fm'eign’
‘reserves unti) 1971, 'I‘hat vear's balunce of payments
kdeﬁcil cnu_scd ne! reserves . to plummcl [n,m §5% .

-
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FIGURE 25. Bafunce of puyments
: (Mjfhons o! u.s. doﬂars) :

PILOY |-

S v . : T RIONAL
1907 1068 1089 1970 . 1971
Fxporta, foh 07.3 - 2148 104.0 236.9 2M1.)
lmpnru,ei; P PSSP 234,75 Toomn.g. . 301.0 S TIN '365.8
dec Imhmcc ...... eeeseeeny cereaies =27 =758 -100.7 . -74.7 . -1,
Bervices (B0t) cooenreneiaianan,caaia. s =423 =523 0 -00.9 -77.2 . =uS.2
Private transfem. .. ..o cloviceeeenn - 5000 T 47 53 . 54 o 5.3
Curreat necount balanee. o, couvvaien =047 | =123,4° <1023 ~146.5  -205.8,
. Public traasfers (Reunte).. ... .ivoheins [ A % ¥ 7.0 83 7.7
Private long-term capital (neth. ... .. .. “17.8 308 753 . 000 - 143.3
(OF whicti: Dircet investment)... ..... (t6.4) .. (20.2) ~ :(72.9) {90.0); (a7, 0)
Officin] tong-term cupital [nel}..._.' ...... A7 28,8 13.2 - 25.3 . 10,7
. Capltnl account balance. oo.vvveenn... . 472, - 07,7 865 . 123.6 . 161.7-
-8hort-term capital {net) (:nrludm crrom R L T . ’ .
- nnd omisdons). ... O P X @8 . 71.3 160 - 108
Allocation of SDR’s. R 1 I 1. S
l’a)monu‘aurplunu) or deficil.( ) +4.3 ~-RO. +4.5 -1.8 . ~20.0
IncrmMa { =¥ or decrease (+) in Al ) : R R
forcign reserves. ~8.4 +8.0° - -4.5 +1.8 +20.0 0

Nat pertinent, »

'Admnml {or hn!nnct of pu\ mrnw purpcm und thun do not ngree wilh lololtl shnwn in P‘lgnrc 20. :

m:llwu to SZo lmllcou——lhc equwuient uf almul l

~ manth’s imports.

Jnereased impuont mstrittums and the :mllumm 0[

o 'pnrtwm

- petroleum exports brought o substunti.xl_irnpmvct_nc_nt -
in the bulince of puyments in 1972, Licensed exports

This smutler deficit, coupled .with large inflows of .
S Iong—tcrm capital,
© payments surplus of ubuoiit USSIOO million, und = -

rase 30%, while licensed imports ruse only 8%, and the
deficit on the trude account narrowed 'subshmll.illv s

resulted in o basic bulanee of

.. internationud rc<ervcs rose to 8[28 millmn ut the cnd of
aem2 » ' »

L As ol' Iune l97l P.cu.ulun loml cxlcmal public':

" debt untstandiug amounted to- US$237 million, -un -

- - incrense of 70% over the 1956 level. Of this amount,
" nearly 80% represented centeul guvemmcnhndehtcd- L

ness. About 30% of the total foreign public debt was -

held by commerelal Lunks und suppliers, 290% by AID,

service ratio is not high by Latin American standards;

- estimoted debt service payments amounted. to only

: . 15% of the receipts from exports in 1971, As the result
L of large new loans contracted in 1872, increused use'of -

. suppliers eredits, and o drawdown of the $164 million

. in the foreign ald pipeline, total debt serviee ;_mymcn(s'
~are expeeted to rise over the next few years. Becawse -

- - 20% by'IDB ‘and 14% by IBRD. Ecuodoer's debt -

" export receipts also will Trow .l.ppreciahlwv': the cxtcmhi

debt Imrdcn shtmld not rcuch unmmmgcuh!c pro-

“The US. Covernment the principn!’ stmmcv of

) bfo_rclgn assistance, has prov:dedv ne‘ufly two-thirds of
- the total of such assistance recetved between 1946 and
197). Receipts of assistance, by sources, dusing. that

pcnod were us I'ollmvs in milliuns of U. S dull.m

U S. (“ovcmmen!

Ecopomic ..ol v
'\{il!lnry ..... B RS N S R PE ERRPPST RS 60,6
 Toml US. Gmcmmcnt el M
lnlomnﬂonnl agencies: - : '
" Intermatfonal Bank of - noeonstmctian and
Deovelopment ..o o oo, 713
Internatienal Finance Corporation .. ... Fp c 22
‘- International Dovelopment Assacintion .. .... 248
* Inter-American Development Bank ., ......, 782
‘United Nations Development ngmm R, 212
) ',Othur United '\Intlons SOt e B8
v,._.'I‘\otnl-imnmnlicml e .;.ﬁ._. Ceeih. 2033 :
Total . . 5747

U.S. cconomic assistance took the form of grunts,

'de'v'clnpm'\erit lonns repayable in doflurs, und defiveries -
of surplus agricultumi commadities under P.L. 480. In -
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addition @ the USS203 million - received from

international agencies by June 4971, over $75 million

reniained in the pipeline. The rcatively conservative
“policies pursited by the Rodsiguez government and the

' con"mitmcnts from intemational sgencies. in lune
30720 for example, the IBRD was mnstdcﬁn;, an

mnprcuduntul $130 million line of credit W finance
varous education; pott, livestock, fishedes, lnmht'r.

“more stable political outlook augne well for increased

ANIRREVIATION

Glossary

Seanisu -

ANCOM.. .o Joins
CEDOC....... ‘Central -Ecuatoriano de Orwnvncmna

CENDES.....
T CFO4L. ...

 CEPE........

'cTE,..v.. e
INPROVIT.. .
FLOPEC... ... |
’ IHR:\C

I‘lFCl‘l.

NP¥F........

Claristax

‘(.‘cnl'ro de D:mrmﬂa hqdunlnal de!

. Eeuador. )
Confederacion Ecuotoriana de
Organizaciance Sindicales Libres
Cospuracian t.a{alai I’:{rolrra

- Feuatariana :
Cnrpomtmn Frnancicea ;\arwnn!

) Carparacmn Firanciera Iaruﬂ!onann. ..

Crmfrderanon dc Trnbn)adoru‘

Eeuaforianon

F,mprrm Nacional de Produrioe V vtcfa :

Flata Petroiera Ecuatorinna. Ciaaeeiae

.. Inuluuto Ecuatoriano de. Rcformu

Agraria y Colonizacion

_ Instituto Beuatoriano de thn_ﬁmnon )
'lbnxhlu!o “Nacional de - Inrestigaciones ’

.‘.gmpﬁ'unn'u e

. <« Funda de Participacion: Nocmnat e
CTAME., el

Tranaportex Aercox Militarca
- Ecugtorianas ’

trrigi mon and cﬂ]orul.xll(m prn;cc.ls

. Iwmum )

.\ndenn Common Market )

Ecuadorean (*~uirnl of Clane Orgnnizas
tiona

Induntnnl I)u olnpmon! (ft'nl('r of
Ecuader

Leundorean Conlederation of "rou
Labor Organizations .

Ecuadorcan State P(‘l!n]l'lll‘.li Curpr. e
tion

- National Financial (‘orpomtinn

Ecnadorean Development l-nnunu (‘ur-
poration :

V(onfodt-mlion of l.cundurmn \\nrkms.

Nuti}onul ,\'_Iu:l I’ro_ducu Compsn_\'g )
Ecuvadoran Ol Tunker Company

" Institute  of . Agrorisn Reform  and
© - Catonixation '

Ecundoresn Electrification Institute
National lastitute of . Agricultural Re-
search

‘Tatin American I"rec Terade :\nwvlntion :

National . Pacticipation Fund
Ecuadorean Air Transpart
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"
[ AR o Places and fealures referred to in this dlupTer,
i * . wunnwnm
! ' ' o S L e s e
' :\mnzon Bm\ln (basin)ns.. .. eveterenvas 100 755
Ambste, ...l e aiaaneeeanasesees 118 78 37
N Andes (mta)...... eeeeevasaens 200  7N0
! Azuny (Prorinee). . iiieaerse v L. 300 O N0
i Carchi (prora'nce).'.‘.'...... Ceeveisianey 043N, TS 0o
P Cotopaxi (pmrmct).... eidiieenea.. 035 TR G
; CUBNCA . v s v e v rasiedianss v L., 2530 7859
i : .. . . E10r0 (prosinee) ..o ... teeiieiiss.:. 330 TD SO
\ o ‘ 7 Esmeraldit. . ieeiiaiinsioin s raaaias 039N, 70 42
. : . - : Esilivialdag (promnce) .. ooneassrnens-, .. 040N, 78 30
| o - e . Galapagos Islonds (isfa). ... ..o00veeen. ... 030 1 00 30
( R : o - Golfo de Guayaquil (guif)......... s .. 300 - 8030
Pt i .. oL Guayas (prerinec). . . .. e 200 8000
) -Guayaguil... ... SRR eveae eeineeeee.. 210 7D 80
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