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. -- ~. Boston University, mA ,....._. 
Ecuador. Evolution and structure of incentives to the 

manufac:t1xring industry :..:J 
F I B A L R E P 0 R T 

In the document of the Pifth Agreement ot Loan lo. 2096 with the 

world Bank for Financial Development Inatitutiona, in Article 3, 

Part B, Paragraph iii, it is established that llICII shquld make 

an analytical study or the industrial incentive measures or the 

seventies and their possible consequences and repercussions tor 

the countr;y. 

To this end, the Ministry or Industries, Commerce and Integration 

channelled the execution or this stud)9 through the United Jations 

Industrial Development Organisation (UNIDO), which proceeded to 

hire a director and a team of experienced Ecuadorian professionals 

as consultants to perform this research, together with technicians, 

analysts and auxiliaries from the public and private entities that 

have to do with this topic, for which the following goals were setr 

1. To make available objective, reliable infor11ation on the 

results and effects in the economic end governmental domains 

of the policy and mechanisms applied to incentives for industry 

in the seventies. 

2. TO obtain valid, practical criteria for orienting the decisions 

of the public s9ctor and the activity of the private industrial 

sector, with regard to the strategy and instruments best suited 

to industrial development in the eighties. 

'· TO identity the positive eleaents and ob~tacles existing in 

the legal, institutional ~nd infrastructural fields !or a 

sustainei process ot industrial development, congruent with 
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the country's economic and social connitions in the ei~~ties. 

4. To derive viable, concrete conclusions and recom~endations 

regardinr, the char.ges ar.d innovations deemed expedient and 

necessary for favouring a rational, possible development of 

the industrial sector, within the real framework of over-all 

priorities detected and indicated for the national economy as 

a whole. 

The work carried out pursuant to these aims is described belows 

A· Gathering of Information• The statistical base has been ~.ade 

up of the data from the Kational Accounts and from the conjunc

tural analyses of the central Hank, the econcmic censuses and 

:nar.ufacturing surveys of the I~EC, tax and custons exe~~tions, 

discounts and deductions from the V.inistry of ?inance, and 

other comcle:nentary sources such as CC?:A:!>!, CE?:D:!S, the Suoer

intendency of co~oanies and the Superintendency of Banks, the 

}:a tional Pinttncial corpora ti on, the National D~ve lopT!lent !lank, 

CE?:.APIA, CEBCA, and the ?l.inistry of lndust~·, Com"lerce and In

tegration itself, in terms of useful, reliable references +hat 

would bring us closer to the reality in this area. With the 

as~istance of the DINAT~ ~inico~puter, it has ~een undertaken 

to classify and process thia information for the dev~1onment 

of the different chapters enumerated in the a~oroved ~i2tin~ 

of topics. ~ith repard to the manifold tasks oerformed in 

these various entities, involving the diverse asoects related 

to the study, they have been su~~~rised in a bitliopra~hic~l 

reference index. 



The statistical infc!'tl:ation compiled and processed for the pnrposes 

of the study involve, among others, the followi~ as~ectst 

rational Accounts (from the Central Bank and CONADE). 

Trade ~iance and ~alance of Payments. 

Statistics from the Industrial Sectors emnlo.)'11le~t, investaents, 

credit, aggregate value, etc. 

Statistics on protection and ince~tives for the sectors 

customs exemptions, tax exemptions, CAT, ~ubsidised Credit 

(FOPEX and sui generis). 

B· Activities of the Consultant Team, The persons who cc~orised 

the Ecuadoriar consultant team were chosen by co~sensus be

tween the hono::-able r;inister and ~nder-Secretary of lndustI"J, 

and the first work ~?etir.g was held with the Study Di~~ctor 

on 26 October 198,. In ~hat meeting, it was decided to sus

pend the executicr. of a possible future survey of a renresen

ta tive samplirig of classified industries until the need for 

this instruoent could be clearly determined due to evi1ent 

gaps or defects detected in the available inforMatior., and 

the decision was reached at the same meeting to begin with 

the !valuation o~ the Law cf Industrial Ir.centi\·es !:lad-? in 

early 1567 by a s~ecial Commission apccinted by the I~terim 

constitutional President of the aeoublic, which ~as coo~oRed 

of ::-epres.-ntat.ives of the 1~ir.istries of In<!ustry, CO"!'l'.'.'.ercc ar.1 

Integration and of Finance, the National Plannir.~ ar.d gconomic 

Co-ordination Board, the Develop1nent Centre (C!ND.?S), ar.1 the 

chamters of Industry of Pichincha, cuayas and Jz~ay provinces. 
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This methodological focus accelerated the orogress of the 

study through successive approximations and a cross-referencing 

of the data from different sources, leading to a first schema 

of over-all and sectorial analysis. The consultant grou~ also 

collaborated with the Director in the selection of the foreign 

experte who would intervene in this work in connexion with the 

allocation of world Bank Loan No. 2096, and it was agreed to 

contract with the Centre for Latin-American Development Studies 

(CLADS) of the University of Boston, on the basia of its aca

demic qualifications and ~ractical experience with si~ilar 

work, including a study recently concluded in Ecuador regard

ing industrial efficiency, nerformed satisfactorily for the 

Inter-Americar. Development Bank (IDB) and for the Andean 

Development Corporation (CAF). The corresponding terr.:s of 

reference were also for.i:ulated, and the services offered by 

said Centre were examined. Finally, each of the Consultants 

co-ordinated and oriented the task~ of work sub-groups, which 

were structured ~ith technicians frcm different entities and 

specialists on each topic. 

In order to facilitate the tasks, a distribution of tonics 

was proposed to eat:h of the Consultants, who nrP.sent~d each 

contribution for the ciscussion of th? entire group. 

c. Work of the Inter-In. titutior.al croups It is i!!"nrunriate to 

highlight the ~ositive 'xperience obtained in terms of the 

effectiveness o! this participative, co-orc'inated wuri< by 

the officials and tcchni~ians n~med by the pu~lic ~nd p~ivate 

ertities involved, with the achievement of a v,roup that has 
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rar.ged from 10 to 15 persons attending sessions, ir. whic~ the 

information available in all the agencies has been pathered 

and provided, precise tasks with fixed deadlines for their 

completion were distributed, timely follow-up was made of the 

obligations assumed by each and every institution, and above 

all a frank, open exchange of concepts, initiatives and oninions 

was maintained, which has doubtlessly served to better clarify 

the focus, the contents and the methodology. 

In the final pha~e, the meetings of the inter-institutioncl 

group were suspended in order to make possible the use of 

information available from the Ecuadorian consultant group. 

n. Co-operation from CE~DES1 To obtain agile, reliable technical 

~nd operational support with specialised professionals and 

with analysts and auxiliaries in addition to the offic'.als 

who have collaborated with the project to P.r.able it to meet 

the co~mitmer.t acquired, within the shortest ?Ossible tire~, 

it was de~ided that this urgent re~uirement be -~tisfied through 

a service agreement between UNIDO and csr;DES, which thereby 

took ;{;: ">Onsibi li ty for satisfying these snecific needs of the 

study, in close co-operation and undP.r the control of the 

Director thereof, according to the task& laid out and the 

stipulations agreed upon for this ?Ur~ose. The tasks that 

C!:?:DES undertook were precisely delineated, and differed from 

those that it took charge of tor.ether with otner er.~ities, as 

a co-particinant in the study. 

Th~ cortribution of CENDES, made und~r this agreemP.nt, was 
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coopleted to full satisfaction, and a book of statistics wit~ 

i~s figures updated to 1983 is now available. 

~- Contract with CLADS fro~ the University of ~ostons ~ith the 

approval by the honorable Minister and Under-Secretary of 

Industry.of this decision, we proceeded to the negotiation 

or the terms of reference, the buaget and work schedule, 

during the visit that the repre~entatives of this Centre, 

Professors Daniel Schydlowsky and Shane Hunt, !!lade in early 

1984. Cn the basis of our agreements during that visit, CLADS 

presented their forr.ial offer of se!"Vices, which was analysed 

and discussed in great detail between the Ecuadorian Consul

t2nt Group and the CLADS Director during his subsequen~ visit 

to ~uito durir.g the first days of March, ~aking it oo~sible 

to define the corresoonding car.tract through lJNIDO, a ~roce

dure that was officially accepted by the ~orld Bank. 

CLADS, as part of the execution of the contract signed, has 

mad~ the calculations of the rates of effective Drotection 

and domestic cost ~f the forPign currency for a samnling of 

218 companies and 51 branches of industrial activity, and the 

report has been oreser.ted containing these calcu1aticns. 

])lrinr, the last several weeks, emphasis has been olaced on 

the analysis of the work orP.sented ty Bc.st:)n, with thP. Mrti

cipation of the group of consultants and the Director of the 

Study. 

In summary, it must be recognised that sienificant exnerience 
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t11r0~1.~ Si"'!nl::ition ~ar-es, ~~ an i~~t!"'J!!'P.!'!.t ')f 

o?"ie!lt?.tion f'lr the ljovern!!'e!'!.t' s i~dn~tr~ ~1 !'!t ... :t

te,~ ~...r..d to test the nossible €'ffects nf the ~~~~ure!! 

~nc~t~d or to be ~dopted on the short ~~~ ~edimn 

ter!\S. 

··ri t!l t~e~e tools it is fe~sible to "Oerfor.n a renlica 

0f the 1-rork r!rme wi. th infoM~tio!'!. fro'!! 1~81, for 

ryther ~re~r~ er r>Y'!.Y other :r"?"!T t~~t T"lay be c!'tosen 

f-,r C')Ml')?.r". son. ~'> thi~ ~nd, it wonld be ~ryvi~~ble 

!"!ld n!!eful to hj T':? 0!! the S°hl")rt !"~.!lge ~!l A::!Yisor 

'·rith ~,·ffi~i~!'!t e:v=n,,.rie!'ce i~ t~.is fiel~ of snec:i~Jty, 

t~ ccl1'!!>bcr~te i~ thP. ~!'!.i-tiP..l u'h~!';P, of t°"!::i.~ n"!"IJ."'"!"P.."', 

~~".>11ld be vi~.ble for i""!ple~P.~ti~~ "':h::i ~ -o:r-o~.,..~-, 

-:>Tm~y~!"'; the ~AS }P!ln"'l~O:'? ·.·se~ b~! G~ 1D: f!"I')- 1:!'?'? 

U!!iversity of Boston. :F'r':>!!? thP. cont~ct~ '.'.'?~"!.r?t~i~"'"d 

by the l'echnic~l Director of thi~ study :rr.d by 

Profe~r::ors ::mn:i.~l :!hydlo~·~slr:y ~.!'H~ ~h~;.~ ;.:·~?:t, 

th<? f'fficiP)f! of the ·:~cu:-dori~n '}l'W~r'""~!l-t.:, ::1~~h 

~!=! th~ !:ini stP.r P.nd l!nd~r-:)P.cret~ry of I!"1wd~rr, 

l'E'!chni Ci"l Dir~ct"r q.nd .~sm $t~nt Dir~ctnr 0f thor:? 

CO!"!ADE, ~nd offi.CiAlP l')f J.l!C!-:I' the i~entr~l "':>~n!-: 

()f 3cuP..dor, the !".'~tion~l pj nqnciP.l CornOT'P.tion, 

::tnd C?:!~DJS, Bmonp; other::, h:::ive shown thefTlsel ·ms to 
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be n~en to t~.king ~dv:uit~~e nf this e~perienc~ ~nd 

c~rryi!lg o!l with th!:! follo~1-u!> t~e!"eO!l, in~endin~ 

to cbt::tin the ""'!~~tmu"!l ben~fi t fro., the technnloa;1 

a.~d method th~t have been used. 

!n r-tddi tion, there t~ould be the opoortm1i ty to t~in 

3cuadorian technic~l oers:>nnel, duly selected, ~t the 

~niver~~ty of BoRton, where thP. ~uth~rities have 

e~nrP.~sed th~ir ~illinP,ne~s to co-operate ~ith this 

~urnose. 

'·le feel th::.t this v.01Jl'1 be O!le of the ,-iost ta."!!p ble 

Pnd nractic~l fri~its of this effort, for ~hich it 

is !>dvis"'?.ble to t~'ke into consider~ti~r- the interest 

(}f ill!.JP, w·~~C, the '·I0rl1 Ba?lZ, the !JB, ~r.d the AJC 

in supnorti·1g this plan. !Tow the tems ~nd conditions 

must be '!· ncretised on 'the part of the 3cuadorian 

Gov em,. . ,:;.it. 

It is the hone of the Technicgl )irector a"<l the 

r.ie:nbers of the ~cue.dori:m Co??Sl 1 t~"lt Group who ha.vo, 

t~ en n~rt in tt.is i"ll')Ort~11t re~<:?~rch 't'1~.t t~~ uo&. 

i!"lsti tuti.r:i!l~l ~ChenlP of the nnbl ic c:o~~t-,r t:!"'"?r-~ 

~n~~rn procedures ,,f nror,or~!'l!"li!"l'r P.nci 1:r1~.lu.,.ti0n, 

which h~v~ begn U$erl vith noE1tive revllt~ t~ ~~~y 

"ther co11:1tr1.Ps fr.r i::tl)'!le ti.,,e. 
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