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I. FPRE~CONDITIONS FOR INDUSTRIALIZATION

A, gh_g market

- e

In 1950 (30 June), the population of Ecuador was 3,230,500, which by itself
constituted an extremely limited msrket for the consumption of manufactured products
and the promotion of new industries. The limited nature of the market, however,
was not due merely to the small size of the population, but was closely related to
the per capita income levels of the inhabitants and to the extent to which they
were involved in the market ezonomy.

In 1950, the gross domestic product, nationel income and disposable family
income per capita were estimated at UsS$143, 119 and 107 respectively, incomes so
extremely low as to be scarcely sufficient to provide, however inadequetely, for
the immediate meeds of the population - food, clothing and housing, The result of
this was that the industry then in operation was limited to that one market alone,
that is, the supply of non-durable consumer goods, principelly in the food, beverage,
textile, fcotwear and clothing branches,

In addition, the problem of the country's small population and their limited
buying power was further aggravated by the fact that z sizable section of the
population had no recourse to the merket, either because they produced for their
own consumption or because they lacked the money to purchese goods on the market,
Seventy-one per cent of the population were estimated to live in rural areas, where

their employment situation was extremely uncerain,

In 1973 (30 June), the population of Ecuador wus put at 6,726,600, which is to
say that it hed doubled over the period since 1950,

It is evident that the country's present population creates a new set of
conditions as far as industrialization is concerned, although it cannot be regarded
as large cnough to support any mejor effort at industrial diversification or, much
less, to permit sufficient industrizl integration to achieve autonomy.

Nev_rtheless, per capita income had doubled by 1970 (US$232), the ratio of the
rural population to city-dwellers had declined (61 per cent), communications between
comeunities had beoome easier, and the employment situation in the countryside had
also chenged, although not in a substantial manner,




Industrialization in Ecuador has achieved some solid successes, given the
size of the market. During the 1950s, the industries cstablished were limited to
the area of consumer goods for immediate use, such as food, beverages, textiles,
footwear, clothing and construction materials. During the 1960s, as a result of a
co=ordinated policy of industrial development, industry moved on to = new stage,
supplying several categories of durable consumer items and also beginning the

production of a number of intermedicte products.

The limited Bsizc of the domestic market has undoubtecdly been an obstacle to
a faster rate of industrial growth than has actually wcen achieved over the period
in question., At the same time, thc cxpansion of thc market that has occurred over

the years has created opportunities for the development of new industrial projects.

For the most part, thc industrics cstablished havc becn sot up on what may be
rogardcd as very ncarly the minimum technical and economic scalc and have always
been shiclded, except in the casc of a few export products, by thc tariff and exchange

barriers which the country h:s maintained to protect its industrialization effort,

Bccause of the limited size of thc market, industry hcos hed to operate on a
scalc which has meant higher costs ond prices than for goods produced outside the
country, and which has thus led to a nccd for protection ageinst the compctition of
foreign supplicrs producing on a larger scale.

B, Iransport

In 1950, the trensport and communication system was althogether inadequate to
provide access to and unitc merk<te in 211 parts of thc country., The mountainous
arca and coestal stirip, whcre most of the inhabited communities arc located, were
virtually cut off from esch other, the eole communication artery and only mein line
being the railway which linked the country's chief port, Gueyaquil, with ite capital,
Qito.

Somc of the towns, particularly in the mounteinous areas, had becn partially 3
gble to break out of thcir isolation by means of stone-surfaced but inadequate
roads. As a result of the lock of links between the citics, small enterprises and
artisanal activities sprang up to mcct the needs of thc limited markets,
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Although not the principal protlem, the absence of én appropriate transport and
communication infrastructure may be said to have restricted the country's indus-
trielization during the 19508, and even the 19608, The first five~ycar road-building
rlan, which was drawn up in 1954 and merked the beginning of a programmc of action
to link the country's markets together, was carried out during thc period 1957-1962,
and was then followed by a second fivc-ycar plan for 1964-1968, implementation of
which wes eoxtendcd up to 1971, A rathcr ambitious third fivc-year plan for roade
building was begun in 1972, Apart from a few exception:, it is possidble to say that
now, for the first time, the country's main urben markets hove been successfully
knit together by means of & major highw~y network, which hasg certainly crcated
botter prospeots for industrialization; however, 8till to be complcted is the
sccondary svetcm which will mainly scrvc to link the rural communities,

Particular industrial activitics, such a8 the production of certain foods,
beverages, footwoar and clothing, and wooden fumiture, wcre devcloped to satisfy
small locel markets; on the other hand, products such as Sugar, tcxtiles, cement
and petroleum derivetives were forccd to create a nation—wide distribution systecm
80 that they could achicve a given scele of production,

In certain very specific cases, it would be possiblc to show that transport
problems have dealycd the development of local raw materials; more frequently
however, it hae been = lack of studies and surveys on thesc raw materials that
has left them largoly unimown, go that their industrial utilization has not been
possible,

C. Power and weter

The availubility of supplics of power, water and fucl has been a continuous
problem in the industri-l development of the country,

The inadequate supply situation, pertioularly with rcspect to eleotric power,
has acted to reterd thc development of the clectro-chamical, electro-mechanical snd
other industries, for which clectricity is an important cost factor,

In some cases, faccd with the absence of a centrel supply scrvice, enterprises

| have had to plan and install their own power-genereting facilities in order to be
able to opoerate, Mis cxplains the high pcroentage of power privately gencrated
by individual enterpriscs, as can be scen from the following table, which is bascd
on data obtained from industrial censuscs and surveys for various ycars,




INDUSTRIAL CONSUMPTION OF ELECTRIC POWER
(millions of kWh)

o

c-— - casse —pa s 88 s ws

1955 1961 1965 1970
Public service 45,5 58.5 99.6 178.8
Privately generatcd 36.5 50.4 53.2 T7.1
TOTAL s 81.8 108.9 152.8 255.9

Sources Industrial censuses of 1955 cnd 196%; industrizl surveys of 1961 =znd 1970,

A trend cen be obscrved toward = lower proportion of privately goncrated power
in the electricity consumcd by industry, this being in large mcasure ~ttributeble
to the improved servicc, which has not yet, howevcr, been cdequatcly developed,
since industry still genoratcs privetcly 30 per cent of its own power requiroments,

Sti11 unresolved is the problem of assuring the cvailsbility of electric power
for the development of medium and hcavy industry, which hos been impeded as a result,

D. 1Indusiriel sites

It is gonerally fair to say thet the country has not pursucd a2ny programme to
control the plenning of industriel sites in thc cities, in connexion with the planning
of the citics themselvcs,

Ecuadorian industry is concentratcd for the most part in two citioa -~ Quito
and Guayaquil, However, not cven in thesc two cities keve industrial zones been
sct aside or industrial dovelopment parks cstablished,

The industrial end artisanal programme within the General Plan for Economioc
and Sooial Development for 1963~1973 provides, as part of thc industrial decontralisc~
tion polioy, for the Biting and establishment of industrial parks and zoncs, Under
this polioy, & number of cities, such as Cuenca, Tulcén, Ambato, Loja end Ibarre,
have set aside sites on which thoy hive csteblished industrial complexes of differont
typei and scelcs., This has been o co-ordinatcd effort in which government assistanoce
has beon combined with ection by local cuthoritics,
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' beverages, textiles, footwear and clothing, wooden furniture, petroleum derivatives

- faulty quality and as a rule of high price, This problem waos further aggravated

e R A

In general, the intention in establishing such industrial zones and parks has
been to bring to these areas such basic infrastructural services as roads, power,
water and sewerage, and in several of them modular-type industrial workshops have
been built for sale or rent. The main problem standing in the way of the implementa~
tion of this programme has been a shortage of funds,

Despite the lack of a planning policy, particularly for the country's two main
industrial cities, the application of municipal zoning ordinances has resulted in
a clustering of the new industries in certain quarters of these: cities,

E. Local raw matericls

The new industries established in the 19508 were installed primarily to preduce
goods for immediate consumpiion, normally using local rew materialss foods,

and oement. Nevertheless, it must be acknowledged that these industries were not
&dequately supplied, since, as & result of the low productivity of the primary
activities (agriculture, mining and even the very industries which turned out
certain intermediate products), rew meterials for the national industry were of

by the lack of standerdization for raw moterials and intermediate products and the
absence of government controls on weights and measures,

During the 19608, a8 a result of the applioation of the development plan,
which provided for the study of the couniry's natural resources, a number of major
sources of looal raw materials were developed, among which particular mention might
be made of the followings forestiry, livestock and mineral resources, new agricultural

areas, and, during the closing years of the decade, the discovery of oil in the
eastern region,

As far as foreign raw materieals are ooncerned, while it is generally true that

| industry has been able to import them, it cannot be said that it has had a free

hand in this respect, since it has always been charged customs duties of one type

§ or another, The Industrial Development Law, in effect since 1957, has extended
§ certain tax exemptions for the import of raw materials, in accordanoe with the

mriority olassification of the enterprisen,




Imported supplics have been quite reliable throughout the entire period under
review, Nevertheless, there have been occasions when the country has had diffi-
culties with its belance of payments and certain exchange restrictions have been
introduced, although alwaeys of a temporary nature. The net offect was that foreign
raw materials cost more,

F, Human skills

It is generally fair to say that shortages of suitable meanpower at all levels
of skilled workers and technical personnel retarded industrialization during both
the 19508 and the 19608, The inadequate education of the average factory worker
and his lack of technical training in the many specialized skills essential for the
efficient operation of an industrial cnterprise have worked to the continuous
disadvantage of industry during this period. The fact that smong workers, of whom
there is an abundant supply, basic general education is as deficient as it is has
made it difficult to traein personnel for more rcsponsible positions.

The problem mey be said to have becn particularly scvere at the level of
foremen, and supervisors, technologistr (middle management), and all those executives
and administrators who bear responcibility for thc organization and normal flow
of production,

G. Available financing

During the 19505, the availsbility of funds for longer-torm industrial
financing was extremely limited.

During that decade, the National Development Bank alone - an institution
ooncerned primarily with financing agriculturel activitics = allocatcd small suus
of money to industrial financing. In ~ddition, the Development Corporetion, which
had been set up to promote the establishment of new industrial enterprises, played
& modest role in thic field, and the few firms that did rcceive promotional
assistance became part of the assets of the National Development Bank, Thc bomd
ocertificetion mechinery of the Seccuritics Commission, which had been created in
1953 under the Central Benk of Ecuador as an ngency to regulate the country's secur—
ities market, served to some cxtent as an instrument for industrial financing, At
all events, most industrial financing during the 19508 wos provided by equipment
suppliers, upon conditions that werc not such as to encourage industrial dovelopment,

_
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In the next decade, under the industrial policy callod for by the General
Development Plan, the National Finance Corporation was established in 1964,
88 a successor to the former Securities Coumission, and was followed in 1966 by
the Private Finance Corporation (COFIEC). With the establishment of these two
institutions - the one public, with a role of financing industrial pre dactn
having high priority for the country's economic devclopment, and the other private,
charged with achieving a bal.ancad distribution of finencing for all new industry -
funds were ohtained from different sources, including the Agency for International
Development (AID), the Inter-American Development Bank (IADB), the World Bank and
foreign countrieg, in order to provide the new institutions with sufficient capital
to promote induastrial development, The favourabls conditions on which these funds
were obtained have resulted in a significant decline in the perceniage of financing
secured through suppliers of equipment .,

Machinery and equipment has not been imported freely, since such imports have
always been subject to government control, whether in the form of general duties or
the customs exemptions granted under the Industrial Protection Law and the
Industrial Development Law., The Industrial Protection Law, which remained in
effect until 1957, provided for exemptions from duty for imports of machinery and
equipment by industry on the basis of a contract signed between the enterprises and
the Government, with no division of industry into different categories, The
Industrial Development Law, which was enacted in 1957, ectoblished various oategories
of industries acoording to their importanc. for the country’s eoconomio development,
fixing an exemption of 80 per cent for imports of machinery and equipment in
category "A", 80 per cent in category "B" and 50 per cent in catagory "C",
Subsequently, a number of reforms were introduced into the system, and at the
Present time the exemption for imports of machinery and cquipment in the categories
"Special”, "A" and "Bt amounts to 100 per cent; only for the last catcgory, known
a8 "Registered”, is it peduced to 30 per cent,

He  Entrepreneurial L initiative

In goneral terms, the main initiative for the establishment of new industrial
enterprises may be said to have come from Ecuadorian ocommercial circles, since it

] vas they that possessed the greatest experience in product marketing and sales,
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Ocoasionally, the initiative has been taken by the agricultural sector,
motivated by the desire to add to thc velue of primery production through appropriate
processing. MNention should also be made, however, of foreign private enterprise,
because of the importance of the arcas in which it has played a role, of initiative,
including such activities as petroleum refining, cement production, brewing, ioce—
making and the tinning of fish, During the 1960s, foreign investment spread to
other industrial activities, such as textilcs, paper, chomicals and metal products,

Leaving aside the foreign enterprises, which, because of their coonomic strength,
o finance their investments in the normal menner, Ecuadorian ontreprenecurs have
been able to finance o part of their investments through a certain initial amount
of equity oapital and the rest through loans granted to them by the financing
institutions and by equipment suppliers, who have normally financed betwcen 75 and
90 per cent of their ocosts, Equity capital has becn drawm from the surplus left over
from the commcrcial and agricultural scctors.

The expansion of the entrepreneurial group over the last twenty yecars cannot
be said to have beoen veory great in the factory industry sector; where it has becn
evident, on the other hand, is in thc arca of small-scalc and cottage industry,
larger—-scalc industry has become concentrated in thc hands of a fow groups, either
Eouadorian or foreign, The widening of the entreprencurial ranks in Lcuador has
been and oontinues to be one of the crucial problems in the country?s industrial
development.,

I1. INDUSTRIALIZATION ACHIEVEMENTS IN THE PERIOD 1950 - 1972

A. A brief revicw

The principal industrics cstablished in Ecuador during the 1950s were in
arcas that had ‘o do with satisfying thc basic needs of the populationt foods,
beverages, toxtiles and certain construction materials. With the exception of the

last, all tLe new products produced by Ecuadorian industry during this pericd were
goods designed for immediate consumption.,

In the 19608, there was a signifioont diversification of the country's
industry, which began to produce durcble consumer goods and intermediate products:

cardboard boxes, plywood, tyres, r.frigerators and ocookcrs, fertilizers, structural
steel and tubes, glass containcrs, paper, etc,
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The expanesion of the market and a number of co—ordinated development measures

A, Breanches engaged principally
in the production of consumcr

goods 78.1 72,13 67.4 64.)
B. Branches engaged principally
4 in the production of inter—
i modiatc goods 19,1 25.4 28.8 29,0
C. DBranches engagod principally

in the production of cepital

‘OOd. 2.8 2.3 3.8 601

i have helped to broaden the structure of the industrial scctor, The following data
j give some idea of the changes that have taken Place in the structure of industrys
i

Census Survey Census Survey
5 1955 1961 19¢5 00
g Percentagos
)
!

During the 1950m, the utilization of natural resources was the over-riding
criterion governing thc ostablishment of industrics; in the 19608, a wider range
of criteria were used in the evaluation of new pro jects, such as cmployment, value
added, thc saving or carning of foreign currency, the typo of product, etc,, and
. this led to the introduction of industrics Processing forcign raw matcriols which
the oountry either lacked or had not yet prospected, Nevortheless, resourco=basod
1 industry continucs as in the past to be the predominant factor in Ecuador's
industrial development and has in fact led it to spcciclize in a cortain number of
industrial products for cxport to foreign markots,

The industries which have iraditionally supplied thc tuilding and housing
Sector are wood and non-metalljo minerals, snd, on a far emaller scale, metals and
chemicals, In recent Yyears, motal-wurking for building applications has beon
{ oxpanded and is gradually reaching the stage where it can contributc substantially
to local supply,

Bocause of the oconsistently high ratc of growth in the building and housing
§ sector it has beon possible to cstadlish large plants to producc matcrials for which
there is also & marked upward trends cemcnt, structural irom, tudbing, paints, roofing
Raterials, btricks, tilea, woodin products, and the likec,
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The capture of the domcstic market through import substitution protected by
high tariffs has been thc moving force behind Ecuador's industrialization effort
over the last 20 years, apart from somc exccptional casce when industries were
established with an eyc to foreign murkets, always on the basis of the relative
advantagos to be derived from the usc of natural resourccs.

L e e

The supply ratios arc shown in thc following table

1555 19861 1965 RV 5
Porcentagos
Domestic production
(Gross value of production) 52,2 60.7 67.3 66.7
Imports
(CIP value) 417.8 39.3 32,7 33.3

During the 19508, thc principal menufactures for export weres tinmed fish,
sugar and molasses, wood (mainly balsa), pharmaccutical products and, from cottage
industry, Panama hats, Thc 1960s witnosscd thc growth of almost all thesc products,
accompanied by divcrsification to include such important itcms as the followings

tinned fruit, tinncd mushrooms, cocoa derivatives, woods other than balsa snd Plywood, 1
and pyrethrum extract,

During thc first ycars of thc 10708, groater export diversification began to

take place under the cffoct of the preferential trcetment eccorded to the country
within the Andcan Integration Group,

Nevertheloss, despitc the substantial increases which hevc occurrcd, the i
proportion of mamufactures cxported in rclation to total industrial production, or
to total exports, continucs to be low, 23 is ovident from thc following tadbles

1905 1961 1265 4919
Percont agcs

A, Ixports of mamufecturcs in
relation to total production 3 4 [ 5

B, Exports of manufactures in
relation to total cxports 4
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The regional or subregicnal market (and especially the latter) has creatud a
new situation for the country, and as e result the impact which thesc markcts will

' have on industry is only now beginning to become clear. The industrics establishcd

in the country to serve the foreign market werc intended to supply markets outside
the rogion, and although a few catcgorics of products have been exportcd to the

regional market, this has only becn an 2 complementary basis, Ecuador's manufactured
exports have gone mainly to the Unitcd Statcs; phammaceuticals have largely been

{ marketed in Latin Amcrica, while more diversified merkcte have boen available for

wood, coocoa derivativos, pyrcthrum cxtract and Paname. hats,

The Treaty of Montevideo first, and them the Cartagena Agrcement, may be gaid
to be the instruments which have opencd up a profcrential merkct for Ecuadorian
manufactured products, Under the former, which is the older of the two, the
results have boen very modcet, while the 8ccond, which is ncwer, has only just

| started to produce rcsults, although the prospects arc good, given the machinery

set up undcer the Agrecamant,
B.  tstistioal indicators of industrial develo ent, progress

The contribution of the manufactur ng scctor to the ¢gross domestic product

‘ during the poriod undoer oonsideration has ovolved as followss

Iears  Total product  Industrial product Contribution

L2 S W] ‘A4 o000

(®iilions of 1970 wucres) ercentage)
1950 12,042 1,922 1640
1955 15,483 2,328 15.0
1960 19,507 3,052 15.7
1965 24,205 4,176 17,2
1970 32,898 6,040 18.4

It cau be secen that there was eam appreciable drop in the contribution of the

§ manufacturing sector to the gross domestic product betwoen 1950 and 19%5, not so

mch because the other sectors expanded fastcr as becausc of setbacks in industrial
growth, B8inoc 1955, and more spocifically since 1967, the year in which the new
Industrial Dovelopment Low was onacted, this scctor's sharec has increased
continuously as the rcsult of a systematic dcvelopment programmc,

The industrial growth ratc Letween 1070 i 1940 was 4eb perocent, and hetween
190 and 197¢, 7.1 per cent.
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The data presentod are wased on the national accounts estimates drawm up by the
Central Dank, which have heen subjectel to some revision to take into account the
figures produced Ly the industrial censuses ond surveys that have veei regularly carried

out since 1955

The following table shows industry's contribution to the employment of the popula-

tion:

Year Total Industry Contribution

(thousandis of Dersons ) (percent age) |
195¢ 1,63 152 1.3
1950 1,537 2.2 1c .C 1
197¢ 1,541 2 13.2 |

In view of its declining share of the economically active populetion, the de-
creasing ability of Ecuadorian industry to contribute significantly to the achievement |

of full employment is evident.

The existence of a large cottage iniustry, representing 81 per cent of all peresons
emplcyed in the menufacturing sect or, with very low prouctivity per worker, constitutes
one of the most important proulems which Bcuaior's industrial development hac had to

face over the last 20 yerrs.

i few figures, tolen from the industrizl censuses of 165 aad 1969 and the indus-

triel surveys of 19:1 and 1971, will show the growth of this sector: '

Lensus Census  Survey Survey 4
; survey
1925 106 (1901 1971
! RPAR
Number of establishments 98" 2,506 } 552 1,053
Peraons employed X
(m.unber) 2(/,76& "!7|("29 5 270b28 5(‘)!333 |
Value of production ‘
(thousands of sucres) 1,:59,900 9,305,170 1 2,537,91¢  11,137,0C4 |
Velue added . !
(thousands of sucres) 786,845 2,058,286 1 1,18¢,82¢C 4,492,693 I
Electricity consumed
(thousends of k) 81,020 152,071 1€, 900 198,147

As their basis of calculetion, the industrial censuses have taken those establish-
ments which eaploy at least five persons and hove an annuzl production velue greater
than 100,000 sucres, end the industricl surveys those which employ at least seven

persons and have an annual production valtve greater than 180,000 sucres.
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III. THE STRATEGY OF INDIB'I‘RIALIZAIION, 195 ~ 1972

‘Ao Selection of priority industries

Ecuador's experience in the area of pPlanning, as an integrated approach, is
limited to its first Econonio and Social Development Plan for 1963 - 1973, The

targets set for the manufacturing sector are accordingly those put forward in that
? plan,

ied |

The characteristios of the Ecuadorian menufacturing sector are such that it haa
been necessary to divide it into two sectors: factory industry and oottage or

artisan industry, 7The following table shows the targets set for gross product value
and employment s

" 1963 1968 1973 Growth rates

Pro- Employ- Pro- inploy— Pro- qf:mT;loy— Pro- Employ-
duct* ment#* duct* pent*x duct®* maent*»* duct ment

S— (percentgea)
emectula L) A % @l w2y 6 g

Factory indus- 1,449 32 2,126 45 3,540 65  10.5 8.0
try

Cottage indue- 1,074 181 1,300 186 1,659 182 5.5
try

i ¥ In millions of sucres; ** In thousand of vorkers.

The "factory industry" categery includes establishments whioh employ at least
Beven workers anc have an annual preduction value greater than 180,000 sucres.

ns

In the case of factory industry, this being the sector for which statistioal data
jore available, dhe evaluation that has been carried out indicates that the targets
ﬂfor production and investment were met, but that in the area of emplopment , they ‘were
not, the nuaber of workers ateorbed by the sector being fewer than planned. This

nay have been due to greater mechanisation,

Planning officials have alvays been ooncemed with establishing priorities for
the developuent of new industries. It was on t%his basis that the classification of
industries into differemt categories was undertaken as part of the 1957 Industrial

Development Law, acoording to the importance of projects in those industries for the
courtry's eoonomio development.
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Originally, these priorities were established in the form of general oriteria,
but since 1961 the criteris have been supplemented by the compilation of liste of
specific projects for inclusion in the "Special® or "A" categories in acorrdance with
the Industrial Development Lai.. Since the responsibility for cormnendi;mé the lists
of priority industries to the Government continues to rest, as in hhe past, with the
planning oommiseion, these lists have provided an excellent means of co-ordinating

the programming, promotion and implementation of projects.

The flovernment's mach‘nery for the support of industrial development, above all
its legal and institutional procedures, caused investors to gear their operations
almost totally to the policy followed in the public sector. Nevertheless, since
Ecuadorian law has established no mandatcry requirement whereby prior authorization
must be obtained before enterprises are set up, a certain degree of excess capacity
has developed in some activities, which umnder different circumstances ..ight have been
controlled. On the project level, there are alvays new private ventures which have
not been identified and included in the planning, but such cases are more the excep-
tion than the rule.

The following criteria heve been adopted for evaluating projects and determmining
their prioritys

Utilization of domestic raw materials;

- Enployment of MEPRPOWETfwoe o o . e s s emas .;..-.-......

Amount »f the investment;

Cost of production;

Saving or earning of foreign currency;

-~ Secondary effects;

- Technological level of the preduction process:

~ Upgrading of the technical skills of the work-furce;
-~ Loocation of the project;

-~ The market, and coupetition in the industry.

The National Planning Counoil, &s part of the formulation of industrial pro-
grammes, identifies investment opportunities end, using "industrial profiles®,
analyses the rrojects identified in order to establish their priority. On the basis
of these analyses, the Development Centre (CENDES) oarries out feasibility etudies
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Jand pronotes the projects among Ecuadorian and foreign investors. Promoters or entre-
‘_ preneurs icquest and obtain classification of their projects, in accordance with the
{National Development Law, from the Ministry of Industry and Trade. At different stages
§in the study, evaluations are made of the project's commercial viability, its costs

¢.'d sale priciu, .4 its dependence on tariff nrotection,

B. Implementation of industrial projects
There ves no clear polioy during the period 1950 - 1072 to indicate which indus-

jtrial projects should be implemented by the public and which by the private sector,

Neither was there any kind of rcstriction or limitation on foreign investment.

However, the public sector, working through the Development Corporation in the
19508 anc¢ tl.0 Social Insurance System and Regional Development Corporations in the

19608, made itself responsivle for s number of industrial projecte. It was guided in
these activities by the definition of strategy contained in the industrial programme
of the Development Plan for 1963 - 1973, which stipulated:

"Industrial development in Ecuador shall r:ainly be achieved through private

] enterprise and investment, the role of the State being to assist and to stimulate

gprivate enterprise througlh industrial policy. The State shall invest in industrial

projeots only in exceptional cases; that is, ithen the projects in question are of
ffundasent al importance for economic development, especially in the lcast developed
| zones, Its principel responsibility shall be to invest in infrastructural works,

delimingte institutional obstacles, provide incentives and actively promote industrial
inVeBtmo

Before 1963, the Governuent, on the bacis of studies carried out by the National

jPlaining Council and the Central Bank, had taken a number of actions in the arca of
Jindustrial policy, The more impowtmmt of these actions included the enactment of

fthe Industrial Development Law in 1957 and the establishment of the Development Centre

§in 1962, With the formulation of the General Development Plan for 1963 -~ 1973, the
goectoral programme provided a specifio definition of the industrial policy to be
Japplied.

The industrial poliocy set forth in the Development Plan was systeuatically and

( oortinuously applied in a fairly oonsistemt manner. It has been changed at the
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political and administrative levels that have been mainly responcible for some degree

of fluctuation in investment levels in the industrial sector,

In general, during both the 1950s and the 19608, the main thrust for indus-
trialization came from the local private sector. Before 1950 and during the 1960s,
a considerable amount of initiative was taken by foreign investors. Clear instances
of involvement bv the State occurred during the mid-1950s and mid-1960s, but at
no point did this become the predominant factor.

C. Promoting exports of manufactured goods

One measure which Ecuador has contimed to apply in order to stimulate exports
is the temporary-import or "drawback" system, whereby imported raw materials are used
in mamufactured products which are then exported., Taken by itself, this measure has
not proved effective, except in the pharmaceuticals sector, where significant quanti-
ties of raw materials are imported. !ith regard to other products, which are based
on domestic raw materials, the measure has had no positive effect on the stimulation
of exports,

Apart from the prisrity status assigned under the Industrial Development Law to
plants established with a view to exporting their production, no special memsures were
adopted in the 19608 to promote the development of these industries.

It was only in the 1970s that a number of additional measures were taken to supple-
ment the "drawback" system as a means of stimulating the export of mamufactures.
These supplementary measures include: the study of foreign markets, the issue of |
tax allowance certificates for the amount of non-traditional products exported, the

extension of credit through the export promotion fund and the opening up of regional
markets, Initial results suggest that these measures are proving effective,

D, moti loyment

Llthough abundant and cheap manpower is available in Beuador, it is unskilled
labour, whereas industry normally requires workcrs with certain skille, who are
frequently difficult to recruit,

The application of foreign technology through the importation of machinery and
equipment, with no technical adaptation whatever to the country's factor endowment,
has led to a trend in favour of mechanization at the expense of greater omployment.

The need to meet market competition both at home and abroad has also caused industry
to adopt a higher degree of automation,

The Goverrment has taken no special steps to promote omployment in tF- face of

sechanization and the greater use of capital in the mamufacturing industry,




The generation of employment by industry has been taken into account only as o
sccondary criterion whon cvaluating the importaice of a project for the country's
development., The artisanal scctor has traditionally abscrbed surplus labour, thereby
creating a serious problem of marginelity,

E. Location of industry in new centres end rural arcas

Jith the aim of pronot ing industrial decentralization and bringing new industry
to a zone vhich had bcen severely affccted by the deoline in the world arket for
Panama Lots - an activity on which an arca of the country was dependent - in 1954 the
Government cnacted an Industrial Protection Law granting a number of tax privileges
to new projects which might Le established in that zono.

Nevertheless, it was only when this measurc vas combined tith a number of othcrs,
such as the provision of auxiliary services, adequetc sites, project studics and
investment promotion, thet it becamc possible to seourc the inctallation of uajor
industrial projects in the zoncy pronoting thercby the causc of geographic decentrali-

zation,

The city of Cuenca, to the south of the Eouadorisn mountain range, nay be said
to represont a successful effort to establish a nev "industrial pole" during the 19€0s,
In the case of the city of Manta, tc the north along the coast, for which a najor
industrial complex had becn planned, this goal could not be rcalized becausc of dclays
vhich eroce in the progreamcs for sctting up the required infrastructural faciliticas
the port, clcotricity, vater, ocamunications, and the like.

With few oxccptions, when the State has undertaken the direct promotion of pro-
Jects in rural areac or in zenes where natural resources verc available, no stcpe
have been taken to persuadc the privatc scotor to locate its industrics in rural regions.

For ccrtain catcgorice of goods, it hac been the artisanal seotor that hac expand-
ed in tho countryside, vhere, because of the manual nature of its activities, it has
been able to provide 2 source of cmployment and income in addition to that provided
by farming,
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F. Developnent of nanufacturing tcchnology

Praoctically no teclmologienl roscarch in the industrial =y~ hag been carricd
out in Ecuador. All ncw techniques and proccstes have been brought into the country
from the morc industrialized nations, mainly through thc importation of equipment,

with no regard to diffcrenecs in rescurce endowrient.,

During the 1260s, worls rras begun to set up o rescarch infrastructurc which in the
coursc of time might provc cffective in the oarca of technological development,
Partioular cmphasis was placed on previding o number of the rescerch institutes a‘t‘tach—
ed to wniversities and polytcchnical colleges writlh the ncocssary cquipment, labora~
torics and materials,

The country has benefited prineipally fron thc furcign technical co-operation
madc availablc through organizations providing multilateral assistance and through
bilateral ogrcements, as & resudt of vhich appropriate bodice have been cstablished
%o follow through on the roscarch cffort. In the industrial arca, spcoial mention
might be uade of thc Ecucdorian Tcohnological Iastitutc end the Ecusdoriss Inetitutc
of Stondardization. In other ficlds, the Nationcl Fisheries Institut ¢y the Institute
for Agricultursl Research and the Forcestry Scrvice, also contribute to thc support
of industry,

Therc have: been no measures to rcgulate the adoption of spccific types of tech-
nology, an¢ wrtil 1970 therc vas no attempt to regulate the fees paid in this arca.
The only mcasurcs taken ucre an analysis and registration of tradcmarks and patents
by the uinistry concemcd., Decision 24 of the Sub-rcgionel Intcgration Agrecment
ostablishcd a number of rulcs on thesc mattcers, vhich the country is now beginning
to put into cffcet.

In the industrial scotor, the responsibility for adapting or iluproving manufao-
turing prooccses and product desisn lay entircly vith the cnterpriucs themselves, and
by importing oquipment, omploying better rav riztcrials and following the lcad of other
markcts, these enterpriscs have managed to kcep pacce with ney production techniques.

In cottage and small~scalc industry, it has Leen the State which has done tho
neccssary ork on improving manufacturing proccscos through nechanization and study-
ing new prototypes and designs for products, and in this effort it has been quite
successful, espceially in the field of artistic handicrafts,



The Development Cont re (CENDES) vas given the responsibility for promoting nro-
| jects through the prlanning end detailed design of new menufacturing plants in kceping
§ith the priorities cstablishcd by the programics, and also for providing tcchnical

assistance to cxisting industry in order to iuprove its productivity,

The installation and sterting up of noy plants hes always remained in the hands
gof industrial promoters ond investors,

| 0. Trv.in;g of loog labour and nanagenent

In goneral, the arterpriscs that were establishcd undertook the task of training
he labour foroc roquired in their plants, Hovever, considering that this was onc of
he basic problems in Bou-dir!. industriel developaent, it wae felt ncecssary, as a

b of the industrial programmc, to cstablish the Vocational Training Scrviece, vhich
as cet up in 1967, wfortunatcly with very littlc finanoial rceourses. It was only
1970 that greator funds .. r in tho ampnaston of troining pregrance been o
vailobley, through teohnical assistanco frou the United Nations (IW0) and contributions
rom entorprises,

As far as managorial persomnel arc concemed, Busincss Training Centrce have beem
prganized, in both Quito and Guayaquil, under the auspiocs of CENDES and with the
Pssictance of the Chamdbers of Industry, In the erca of tcchnioal persomnel, the
miversitios and polytoochniocal collcges have crpended their training programnce and
stituted now speoializcd oourscs, inocluding busincss administration and mcchanioal,
ndustrial and petroleun enginecering, in addition to cxisting coursoc in cconomies
nd chomical, cleotrioel cnd oivil cngincering,

Goverrmcnt subsidios have been made available for the Voeational Training Servige ond
For the courscs of instruction at the universitics and polytechnical collcges,

IV. INDUSTRIAL FOLICTES AND MEASUREB, 1950 - 1972

Dircot intorvention by the State in industrial projocts hos been intcmittont,
pod 1horc 4t has oocurred, tho aim has not bcen mercly to sec that the projects wore
cchmicell: and compcroially sound, but also to cnsure the use of spcoific resources,
© balance markets, to dcocmtraliszc industry and to promote eumloyment in the lcss
: ogod arcas of the country,




Although feasibility studice were carricd out in mest cascs, for a varicty of
Toasons the implementation of these prejcets did not produce the technical and ocom-
meroial results hopcd for, Technical, adninictrative and political shortoomings
causcd serious probloms for the normal operation of the projecets, with the consequence
that ocrtain cntcrpriscs which had been sct up by the public sector werc transforrcd to
private hands, cxamplcs boing the pottcery works at Riobamba, thc sugar mill ot
Imbabura, and the match factory at Quito.

During the emtire period in question, rcvenuc from tariffs constitutcc the State's
main source of funds for its budget. Although fiscal considerations have nlways been
paramount in the application of thc tariff system, tariffs were modificd in 1965 to
afford greater protection to the country’e newly cstablishcd industrics,

The tariff lcvols ostablished for their rovenuc=-producing cffect have provided
enough protcotion to promote the csteblishment of new industrics, cspecoially for oon-
suer goods,

Average tariff levels, according to thc tym of product, werc c£ followss

Gonsumer goods 60 pcr cont or more
Intemcdiate goods 30 - 5% pcr cemt
Capital goods 2 - 30 pcr oont

There has been no definito policy of gradually rcducing the lcvels of teariff pro-
tootion as a ncans of promoting greater cffioicncy, In many instances, ot the requcst
of entreproncurs, duties have been raised on conpetitive products and lowered for tho
rav metorials and intormcdistc products wsed by the fims,

Sinoc 1957, the Industrial Devclopment Law has provided a major inoantive in the
fom of rolief from duty for importc both of machincry ard spare parts and of raw
meaterials, acocording to a graded soalc, in kecping with the classificotion of the omtc -
prise. Tho 1957 law and tho onec now in offcot have cstablishcd the following system
for the differcnt ostegorics involved:
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Law of 1957 Law nov in cffect
For machincry, Por rov na-  For wachinery, For raw mat 0!'1&1;,
acccssories and tcerials euxiliary coquip~ other matcrials
sparc ports ment and sparcs and packaging

"Special" ostegory Did not oxist Did not exist 100 per cont Up to & per cont
for the first 5
yecars and up to

T0 per ecent from
tho 6th ycar on

Catogory "aA" 80 per ocont 80 por cont 100 per cent Up t0 65 rer cent
Catogory "B 80 per oont - 100 per camt  Up to 40 per cenmt

in spceial cascs
Catogory "C" or 0 per ocont - X por cont -
"Rogistored"

In gonoral toms, the granting of theso duty conocssions has not slowed the devo~
lopmont of tho looal industrics suprlying thcec produots, for the follouing rcasonss

(z) Undcr the Industrial Development Lowy the national Governmont,
public and privatc institutions pursuing social or publio
goals, and all other institutions which enjoy any Statc, pro-
vineial or municipal benefite or thich shore in pubdblic funds
are roquircd to obtain their supplics fronm domestic sourocs,

(v) The industrialization stoges through which the country has

passed during the period wnder revicw and the limitod nature
of 1ts market have permittcd the production of only oertain
intomediatc products,

The Incomo Tax Law has cstablished the following ratcs of tax for industrial
j entorpriscs:

Peroent agcs
On wndistributed pr.rits 16 y. o]
On distritutod profits 16 35
On registored stock 10 - 22

20
On bearer sharos 2 40
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Until 1064, the Ircome Tax Lau nrovided for a C5 per cent deduction from the
amounts invested by industrial eiterprisec in the expancion or i. proveient of their
facilities.

The Industrial Developuent Lav of 1057 introduced incentives for the re-invectnent
of profits by naking such amounte deductidle from incone tax panaente, Duriag tlic
period from 1957 to 1970, the totel arount of profite re-invested to increase plont
capacity was deductible, or a deferable vagis, from the enterprise’s income tox
lizbility.

This benefit vas suspended frou I'ay 17C to June 171 becauce of the grave budgetary
orisis which oconfronted the country, and 'as subscouently re-introduced under different
oonditions, nanely, the deduction, on o deferable bacis, of only “C per cent of the
sung re-invested, contingent on their application, folloving prior outhorization,
acoording to selective criteria.

A further investient incentive, in effect fro. 1C57 to 1762, provided for nore
rapid depreciation.

The income tax exenptions for re-invest .ent of profites have proved effective ag a
means of @tinulsting industrial investuent, but for the trcasury they have reprecented
& very serious loss of income, further aggravated by the abeence of aiy nachinery for
ensuring that thie relief led to a genuine cxpansion of rroductive capacity, anc not
inerely the replacement of equipiient, as happened in practice. It was this last——entioncdl
oirou.stance that proupted the changes in industrial legislation,,

Until July 1971, vhen Decision 24 of the Cartagena Agrce:.enmt on the treatient of
foreign capital cane into effect, Ecucdor had iriposed no restrictions on the operation ]
of foreign capital in the country. It uas accordel the sa-e treetient as domestic ]
oapital, in the belief that this vas the bect vay to encourage its prouction and antry, !

Hevertheless, as a result of the problems facing irdustry in its efforts to deve-

lop, above all the linited natur: o the narket, the share of foreign capital in the !
nstion's industry has failed to reach ile sace substential levelr as in other I
ocountries of the region. .

Uith the fomation of the erpanded regional or sul-regional uarket and the need
to ensure that intcgratior pri.arily benefits local firis, it has beoone necessary to

adopt a statute, at the regional level, governing the treatiiont of foreign capital and




setting forth the ground rules on which such cabital con enter or remain in the States
making up the grovp. Capital from within the region i3, of course, treated as ‘omestic

capital, en. this has led to a number of moves to establish multinat ional emterprises.

Industrial investments over the last nine yeors éaring which the country's first
development plan has been in force have exceeded the amounts contemplated in the indus-
trial programme. That these targets Lave becn met iy due to a whole range of iniup~—
trial policy measures for the nt imulation of private investment, chief among which are
the followings the Industrial Development Law with all its various incentives, the
availability of ocnough credit, tie stuuy and promoticn of findustrial projects, rcla-~
tive flexibility in the administration of the incentives, the training of personncl
for industry, tariff and exchange protection, the establishmenmt of the legal and insti-
tutional framework for the stimulation of industrial develomment, and finally the
courtry’s new awareness of the nced for industrialization.

Vo INITITUTIONS AND INDUSTRIALIZATION, 1950 - 1972

Jtudies of the country’s economic development - arxl, within that larger category,
studies ot industry and the detemination of policies and stategies -- began in Ecuador
in 1952 with the technical agsistance of ECIA. The main institution co-operating in
' these studios was the Central Dank of Ecuedor.

Since 195/, the year in which the Nat ionel Planning and Economic Co-ordination
Council was created, it is this agency which has beon responsible for formulating the
broad outlines of the industrialirzstion st rategy.

Until 1950, its aim was simply to find out what the industrial situation in
Ecuador was, but as early as 1957 the Council was involved in drawing up the Industrial
Development Law, and since that time, by means of various studies, it has gradually
succoeded in laying down guidclines for industrializetion policy and strategy.

In 1958, section four of the stucy entitled ‘Principles and Guidelines for Plan—
ning the Economic Development of Ecuador' dealt with the “Role of Industry in Economic
Development:'. The year 1961 saw the preparation of the Short-Term Develoment Plan,
vhich included an industrial programme for the period 1961 - 1963. 1In 1943, the




country received its first Economic and Socirl Development Plan for 1963 -~ 1973, with
specific programmes for industry and the artisanal sector. In 1969, with {the collab-
oration of the Latin Americen Institute for Lconomic and Social Planning (ILPES), a
report was prepared with the title "Basis for a Development Strategy within the
Context of Sub-regionel Integration', a section of which dealt with industrial stira-
tegye In 1972, the Integrated Plan for Reorgcnization and Development for 1973 -~ 1977
wag drawn up, incorporating specific programmes for factory and cottoge industry.

The Planning Council continues to bear responsibility for the implementation of
industrial programming and the assignment of priorities to industrial projects. Uith
the preparation of the lists of priority activities for the '"Special’ cnd ¥A" cate-
gories, under the Industrinl Development Law, it has been possible to co—ordinate the
programmes with the promotion and execution of the projects. The Ministry of Industry,
Trade and Integration (formerly the Ministry of Development and the Ministry of Produc~
tion) is responsible for the formulation of operetional plons and the administration
and control of industrizl development, sharing this function with the Finence Ministry,

In the administretion of the Industrial Development Lew, it is the role of the
Directorate of Industrial Development of the Minisiry of Industry, Trade and Integra-
tion to evaluate proposals for projects; however, under the Law, the classification
of the enterprise is entrusted to an Inter-ministerial Industriol Development Committee,
in which the Ministry of Industry, the Finance Ministry and tiic Planning Council par—
ticipate with a right to vote. The Development Centrc (CENDES) =nd representatives
from the Chambers of Agriculture, Industry and Trade havc an advisory function.

Implementation of economic policy zimed &t facilitating the rerid industrialize-
tion of the country hes not been entrusted to = single agency, since the epproach
adopted in Ecuador has been to decentrclize responsibilities and functions among o
number of different specialized agencies,

During the poriod from 1950 to 1970 with which wc are ooncerned, no one institu-
tion was responsible for the exeocution of the industrial projccts promotcd by the
public sector, During the 19508, it was the Development Corporation which performed
this functionj howcver, after a few projccts had been carried out - pottery, cement
and rice-hulling - thc rcsponsibility for the projects was transferred to the
National Development Bank.,

)
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Luring ths 1%us, respons.bility ror project inpienentation was assigned to
different agencies. On the one hand, the Ecuadorian Social Security Inastitute promoted
and carried out the Guap&n cement and the Tababuela sugar projects; cn the other, the
Regional Development Corporations were charged with both promotion and investment in
the industrial area, with the result that a nuinber of projects were undertaken for
activities involving mainly dairy products, slaughterhouses, balanced feeds and organic
fertilizers. Finally, since the establishment in 1964, the National Finance Corporation
has been authorized by its charter to make direct inveatments in industries, either
alone or through the formation of mixed-ownership enterprises. It was only towards
the end of the decade that the Corporation made use of this pover and began to portie

cinnte in the financing of nixed crtermrizee,

The industrial progranme of the Integrated Plan for keorganization and Develop-~
ment of 1973 specifically assigned responsibilities for the promotion and execution of
industrial projects in the public sector and established ag the primary agency in the
area the National Finance Corporation, which was to act as the co-ordinating institu-
tion in the management not only of ite own investments but also those of other organi-

zations in the public sector, but including funds allocated by the ifinistry of Industry.
Trade and Integration.

It is important to distinguish beiween the various types of investment incentives
devised in Ecuador, for which responsibility has been vested in different institutions.
One kind of investment incentive has been in the form of project feasibility studies
and the promotion of the projects thenselves among Ecuadorian and foreign investors -
8 role which has been entrusted to the Developnent Centre with additional aseistance

jl from the National Finanoce Corporation.

The main investuent incentives, however, are those which are provided under the
Industrial Development Law and which are granted on the basis of interministerial
agreements involving the Ministry of Industry and the Finance iiinistry. These agree-
ments derive from the decisions taken by the Interministerial Industrial Developament
Committee, which was described above.

Another type of incentive whioh has been applied, is loans for industrial financing.
granted by the financial agencies.




Although cach of thcsc individucl functions is performed by n different cpeciali-
scd institution, action ic nr-ordircicd ihroush the guidelircee given in the development
plais and through the participition of “he Naiional Planning Council ond the other
agencics responsible for industricl develormasnt in tlic governing orgene of thesc insti-
tutioas. The Ministry of Zrauw.toy, "rade ::.d Intogration functions os the centrel gov-
crmnental cgoney throvgh which invesimort incentives, porticularly thosc cxtended under

the Industrial Development Lou:, acc coreanicd.

During the 19%e, the cpocinlized iratitutions engeged in channelling financial
> H " { ]
resources to industry vere tis Development Cornorotion and the Neotional Development
Bank, 1ith the lotter vitimately csswming the resnoasibilitics of the former. 1In
oadditicn, the Sceuritics Cormirsinn, ¢ wiit cbizcicd te the Central Bank of Ecuacdor

' ; '
also ocontrituliaf some firwncial assistancc through its machinery for the certification

of bond iscucs trodad througlh private bonking cliwmncls,

First the Developricat Coinorction, cnd loter tha Notionel Development Benk, were
cuthorized to invest dirccoily in nct indusirias, ocnd o number of projects in spceific

ficlds werc carricd our in thLi. vnv daeing tr. dceade in questicon.

During the 1060s, with wh aprlicetinn of the General Levclopnent Plan for 1,62 -
1973, & nvaber of speeinlizcd Lodice werc cetcblished to provide greater financicl
backing to indusiry and inprove ite odministrative ond nmoncgeriol systous. In 1964,
tac Hational) Finence Cocpnrotion o crcated fror what had teen until that time the
Socurities Cormission, ard wed given tlhc resources end mendetc requircd to pursuc indus-

trial Tinoncing ond the dircet promrtion of investnent,

In 1066, the Goverment tuthorizudl the formation of the Private Finance Corporation
(COFIEC), vhich, with functions sicilar to thosce of tiac Notional Finance Corporation,
wos designed to offor o supplonentory service by naking funds availeble for promieing
pr.vabte ranturcs vhose bucizers hwied dosided not to scel iinancial assistonee from the

public cornoration,

In addition tc its bonking operations, tho Notionel inance Corporstion hiag elso
playcd on important rolc in tle identifieation and promotion of new industries, perti-
oulerly in the agro-irdustricl ~rcn wad in comicizioa with projocts which have been

assifncd to Ecundor withir the frouacvork of A:dcar subregioncl intcegretion,
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Hith rcgord to nanpower troining, in 1967 the Sovermment cstobliclhicd the
Voertionsl Praining Cerviee (SECAP), but, Lecousc or its limited r.sourcce, this
institution wos unable to undertolic ony very anbitious progrouc: until 1073, vhen
it recccived a eizablc contribution front the United Notions (IIC) ~nd o syst.. oclling

for mandatory contributions by busincss vos cetobliched.

In the arca of monagoenent troining, cetioms of two tynes have been tokern: n
the onc hand, in 1¢C5 the private sceter, with the help of officicl aguncices, cotale
lished what arc known oo Exceutive Centres in Quito and Guayaruil, the sccond of
vhich is continuing to operntc nomclly to this dry, while the Quitc Contre wro suc-
cceded in 1965 by the Business Troining Contrc (CEFE).

The Government zlso contributed in the 19608 to thce training of monegcinent per-
sonnel by setting up busincess schools ond depeortaents ot the countiy's higher cduco-
tional csteblisimeonts.

Another orgenizetion which has been cstablished by the Govermacnt is the Deovelop-
aent Centre (CINDES), vhich hes tue wpecific functions: industrial promotion cnd
t>chnical ocseistance to industry. This Centro cngagee botl in speeifiec promotioncl
activitics by prcparing narket onelyses ond fcasitility etudics fer industrisl pro-
Jects, vhich arc then made availablc to the public and privete scetors, ané in pro-
motion of a general naturce with respeot to govermnentzl rogulcticne ond conccessions
regerding the ceteblishnent and ciponsion of projects.

To promotc thc cxport of nanufocturcd goods, in 166% the Governnent ostoblished
the Contral Office for the Export of Artisanal Products (OCEPA), whosc purposc is t¢
stimulate cxports of productc turncd out by cottege and wanll-scclce industry. This
wos followed in 1068 by the craction of the Institutc for Porcign Trade and Intcgrotion
(ICEI), which had o much widcr range of recponsibility for the pre.otion of xports
both from thc iianufacturing scotor end frou cgriculturc, wining, cte. In 1973, ICEI
bcoano part of the llinistry of Industry, Trade ond Intcgrotion,

Tcolmical information recgording the sclection of nanwfeocturing procesccs, product
design, machinery snd cquipment, ie provided by CENDIS, vhosc functions includ:
tcchnicel cssistonce.




As long rge -~ 1964, o pert .f it~ tochnicrl eeictonee 1o, CATDES Legmn to
carry out “industrinl dingmoctic studice ot indust riol «nterpiisce, fonmlating
reeormiendations for ronagoat te ccllow in crder to inprove rlont or.ration, Un-
fortunaicly, i1 only o vory fou or.s wes GIIDES cble to fcllow through vith the sceond
rhasc of this offorty noacly the icrloncrotion of the ensures suggested.  Vith o
vicu to completing tic verk o~ in-rlot tochnie-l aesistanec, thc Coverpent of
Feundor subnittcd to the United ebiziw Industiinl Developaent Crganizetion o rroposcl,
vhich wre nceepiced, for e projoct to ccobine th. two aspects of tcchnical ceristonee -

e diarno-tie at idy ani1 the Laplanenctatin [ aeqsiiesg t- inpr ve »lant productivity

The Governiont heg int-rvencd only with regord te the cdept~tion of product
designe rnd remdf ceturing procacuce to locel cenditions in tlc ¢~i o of pdroductc nro-
duccd by the hondicrelt oend snil-senls industriel ecetor. This “unetion heg born
entructed to OCTPA.

Regarding stondardizotion rd quelit, eoutrel of wanufacturcd products, cocpite
thc faot thet in 1063 the dev. lop and nlor drev sttontion to the nced to cetablich -
sbcoialized body, it np only ia 1777 1let the Beuadorin Institutc of Standerdisction
(MM) wae fomed to function in this

of Industry, Trodc ond Intcaraticn,

3

“roc. The inctitute ic attochad to the iinistry

In conclucion, the Govermnent of Ecuador hea deeidod 1o deeentrelize, te o
nwber of speeciclized bodicr, ths riemongidilitics cnd functions involved in the pro=-
wotion and dircetion of the incdiot riclizetion proccer, in order to achicve greoter

cflficicney in tLc nerformanc of thin taek,

I% ic clcar thet thio deeinion cust bhe backod vy cffective co-crdincticn iT the
cffert to achicve rrogro.cd indostricl developmert i ast to be sidciracked by con

fiiets cnd inconsist cnciet,

In large ccosure, it ars bee roseable to @ccurc this co-ordination through the
pertieipation of represar ~tives Ir- . the cgeneice eoneerncd rith industricl devclop-
neit in the vorious geverning bodics of cneh of the interuinisterial organizctions
and coiusitteces, Nevertheless, there ie g continuing offort to i.prove this co-
ordinction with the help of noliticcl ~etion by the Goveraont cn behalf of the pro-

£TNWcs e21ded jor i the Intcgrat i Plon or Reorgonization ond Developient
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LIST OF THE 25 MAJOR 1NDUSTRIES ESTABLISHED IN ECUADOR SINCE 195C

Cost of
Canital imported Tariff
Noame of Product line Year &ﬂffts' S“}"—‘f’ ocupplies, protec-
enterprice of enterprise established 1.7C 1770 1970 ti;n
In millions of sucres
Pabrica de Aluminium househol( 1950 5.0 16.1 Ge2 86
Aluminio UMCO articles
Textil San Woven cotton fabrics 1951 436 63.1 2040 T2
Vicente and fibreg
Molinos del Wheat flour 1052 7.1 84.1 5Ce3 195
Ecuador
Textilana Woollen and symthetic- 1953 258.2 62.0 4.1 184
fidbre fabrics
Durex $8.A. Enamelled iron 1954 14.3 6.1 15,0 95
articles
Bebicas Gaseosas Soft drinks 1955 27.0 86.6 24.0 117
’.‘0
Eternit Asbesto-coment tiles 1950 15.0 43.2 8.0 T0
Ecuatoriana C.A.
Pinturas Peintso 1957 1.3 33,1 12,6 o
Ecuatorianas C.A.
Productos Plastic articles 1058 14.1 5547 33.1 44
latino-americanos
S.A.
Panaderfa Moderna Bread 1959 9.2 22,2 - 93
Supan
CABLEC Rlectrical conductors 1960 11.6 32.6 6.3 ik
Pasteurizadors Pasteurized milk 1961 11.5 81.4 244 95
Quito 3.4,
S..
Monterrey Suger 1962 19.4 2243 C.5 135
Azucarers Lojana
Ecuadorian Rubber Tyres for vehicles 1963 A4.6 139.1 5446 67
Co.
Plywood Plywood 1954 14.7 40.6 3.0 1%
Ecuatoriana S.A.
Ecuatoriana de Rofrigerstors and 1954 10.7 42.0 18.0 65

Artefactos S.A.

s s e 0t 00000 aa
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Industrial survey of 197C.

Source;
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Table 1 (cont'd)

Cogt cf
Cepital imported Tarifi
Name of Produst line Year .Bsets’ vales  suppliec, protec-
enterprise of enternrise esteoblished 1270 1e7¢ 197. tion
In millions of sucre:
Pertilizantes Fertili-ersn 150, B 3.1 e X
Ecvatoriznos 5.A.
INEDICA Cocoz praduct s 10 20 .U 7.2 1.9 75
Ceento (uapin Coment 10¢h 11 0 32.¢ - 31
S.A.
Azdcar Wfropiccl liaw en¢ refined 1007 516.¢ 1.1 1. 135
Ecustorianc cugar
Papeler{c Nacional hraft poper 1. ¢ 70 3 >, 45
C.A.
Cristalerfa del Glasc conlainers 1666 o 2247 | 32
Couador
Acerfar ii~rcionales Structural stecl 19 ¢ 79.5  Sall 3. 49
del Lcucaor
Union Carbide Electric vatteries 107 Lo 23 1C.0 39
Fouatoriana
* Book value
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Table 3
BALANCE OF INTERNATIONAL TRADE
(In millions of sucres)
1955 1060 1965 1570
Inports (value C.I.F.) 1,620 1,728 2,218 5,254
Exports (value F.0.B.) 1,331 1,538 2,379 3,015
Trade Balance -298 =160 -603 -1,335
Imports of manufactured goods (value C.I.F.) 1,717 1,643 2,605 4,750
Exports of .anufactured goods (valve F.0.B.) 107 86 314 A74
Exchange rate for one US$ (suorec) 16,07 16.25 18.22 21.42




Table 4
WMBER OF PELSOLS ACTIVELY RE:PLCYED IN THE BCONQMY
(In thousands of persons)
195G 1660 197C 1¢72
Agriculture (26.1 829.5 1,085.2 1,151.1
Mamufacturing 152.3% 2vl.8 26001 272.3
Trade 67.9 9.7 135.4 147.7
Other sectors 216.24 313.1 460,.C 5.6
Total 1,662 7 1,037.1 1,94u.9 2,075.7
Table 5
WUMBER OF PERSONS WIPLOYED IN THE TANUFACTURING SECTOR
umber of Total number of
entcrprises bersons amployed

A. Enterprises employing over 100 persons 72 20,000
D. Enterprises employing from 10 to 99 7T 18,811

persons
C. EInterprises employing from 5 to 10 1,727 o,7:8

persons
D. Interprices employing less than 5 12,789 40,909

persons

Total 22,295 88,59¢

Jourcet Industrial census of 1965.







