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ECUADOR’S STRATEGY FOR STRENGTHENING ITS TRADE-RELATED CAPACITY WITH RESPECT TO THE NEGOTIATIONS OF THE FREE TRADE AREA OF THE AMERCIAS (FTAA) 
To succeed in a project as ambitious as that of creating the Free Trade Area of the Americas, creative alternatives are required for balancing the enormous disparities between countries in terms of both size and economic development. 

This principle has been evaluated in the Summits of the Americas, further elaborated in the various Ministerial Declarations, and given its final form at the Seventh Ministerial Meeting in Quito in November 2002, which approved the Hemispheric Cooperation Program (HCP). The HCP consists of a balanced set of guidelines, principles and objectives which has received the support of all participating countries, and whose optimal utilization is vital for ensuring that the most vulnerable economies are able to benefit from the process of Hemispheric integration. 

Rather than confine its attention to the trade negotiations themselves, the HCP addresses all of the objectives and principles agreed to by the Heads of State in formulating an overall development agenda for the hemisphere, and thus constitutes a primary source of support for the FTAA. The first step in implementing the HCP is therefore to develop national –as in the present document- and subregional strategies for obtaining technical cooperation that will help to strengthen the productive capacity and competitiveness of our economies, secure the transfer of new technology, institutional strengthening, etc. The Program also calls for closer coordination between donors and countries receiving technical assistance, through the development of plans and subprograms with specific objectives and goals that reflect needs identified by the countries as short-, medium- and long-term priorities.

For Ecuador, the HCP provides the necessary political support to legitimate the process inasmuch as it is intended to address the differences between the Hemisphere’s countries in the levels of development and size of their economies through the promotion of cooperation and technical assistance. The present document has been developed within this context and is the product of an exercise in coordination in which the different institutions and organizations that make up the country’s economic front, together with Ecuador’s negotiating team, have sought to identify the areas where Ecuador needs strengthening in order to participate in the current FTAA negotiations, implement the resulting Agreement, and later adapt to the integration of its national economy.

In carrying out this exercise, Ecuador has received significant help from the Tripartite Committee made up of the OAS, ECLAC and the IDB, with the latter in particular having contributed directly to the development of this National Strategy through various activities and advisory services.

The present strategy is the result of consensus-building among the different institutions and organizations of Ecuador’s economic front, on the one hand, and the members of our various negotiating groups, on the other.

PART I. OVERVIEW

Introduction

1. GENERAL GUIDELINES FOR ECUADOR’S PARTICIPATION IN THE FTAA

Ecuador has no choice but to participate in the FTAA negotiating process. For a variety of reasons, the country cannot remain outside the Hemispheric agreement, above all because of the possibility of being left out of the region’s preferential tariff system currently under negotiation, and the fact that this would greatly limit opportunities for its export sector which, given the dollarization of many economies, is crucial to economic success. Nevertheless, there are various factors that could conspire to prevent greater participation by Ecuador in the projected free trade area, including: a possible recurrence of the kind of economic crisis which, although held in check in recent years, could cause key indicators of macroeconomic performance to slump; the appearance of a major technology gap which directly impacts Ecuador’s competitiveness in foreign markets and its prospects for restructuring  its potential export supply; rigidity in the exchange system as a result of adopting the dollar as national currency; concentration of exports of primary commodities and the resultant decline in the terms of trade owing to importation of products with much greater value-added; the burden of external debt becoming so great that it threatens to cut off funding for the sorts of industrial modernization needed to keep pace with foreign competitors; a lack of clear micro​economic choices due to competitive pressure leading to sole reliance on macroeconomic regulation as the essential determinant, which is extremely risky when opening up one’s markets; the persistence of certain problems in the financial system, which has a direct impact on management and private investment; or the absence of a long-term economic plan indicating public and private sector commitment to a greater and broader insertion of the economy in international markets, and setting out global economic and sectoral policies that are consistent with that objective.

1.1
The need to create appropriate conditions for economic opening.

Political and economic instability in the late 1990’s undermined the credibility of government policymakers, played havoc with their budget projections and resulted in reduced investment, rampant exchange market speculation, capital flight and a loss of confidence in the nation’s currency. This led authorities to impose new macroeconomic regulations based squarely on dollarization.

The crisis described above had a direct effect on competitiveness by halting efforts to modernize the economy. Stability is a systemic requirement for increasing a country’s external competitiveness (and therein lies the challenge with regard to the FTAA) particularly when adopting a growth model in which exports and variables linked to external factors are the basic reference points – a requirement which the recent dollarization scheme has now made fundamental. 

The current model makes economic growth dependent on its ability to generate foreign exchange; in practice, the trend in economic cycles is determined by balance of payment figures. Thus, “external factors” become the key benchmark for growth; under this premise, the standard pattern of integrating one’s economy with foreign markets and developing exports of goods and services become key determinants of long-term economic trends.

However, the amount of work that remains to be done in this area is large indeed. In terms of global performance, there is the risk of widening gaps in the short term, particularly if certain basic reforms are postponed and the expectations of the economic agents are once again frustrated, and investment in the restructuring of industries and efforts to improve competitiveness declines. Unless this problem is quickly corrected, trade negotiations everywhere –not just in the FTAA—will be in serious trouble.

As a practical matter, it is important to recognize that the smaller countries as a group must come to grips with fundamental changes that raise questions concerning the efficiency of their economies and the correct choice among economic policies. On the one hand, liberalization means that their enterprises will face greater pressure from imports; and on the other hand, even though export opportunities are increasing, there will be cases where they cannot take advantage of those opportunities quickly enough because of quality problems. And finally, there is the fact that the worldwide race to attract investment capital is reducing the choices available to economic policymakers since it is no longer possible to rely on the instruments of the past, especially those that were employed under the guise of supporting infant industries.

1.2
General guidelines for a negotiating strategy 

Based on the above, certain general comments may be offered concerning Ecuador’s strategy for participating in the FTAA negotiations. It should be noted in any case that this section is at pains to point out the notable overlap that exists between macroeconomic regulations, trade liberalization and trends in the external sector. In effect, increased opening and liberalization of the economy (obligatory under the dollarization model) requires internal restructuring in order to improve Ecuador’s ability to take on foreign competition. 

Liberalizing the economy in the face of persistent imbalances in the economic indicators, for example, could produce negative results. But this does not mean that liberalization has to be postponed until the imbalances are corrected. 

There are two essential reasons why this is so. First, Ecuador cannot afford to buck the universal trend in these matters without risking isolation, which has other implications. And second, because the stimulus provided by liberalization may give rise to structural changes that will modernize and transform the economy in a relatively short period if the policies applied remain consistent over time. 

This is one of the advantages of “forced” liberalization, although it clearly demands greater effort and consistency in economic policies, particularly those aimed at the competitiveness and productivity of domestic industries.

Experience has shown that joining the global economy has a positive effect on countries, above all because it enables national production to become more competitive, improves the allocation of resources and –as pointed out earlier—has a positive effect on economic growth, employment and investment. 

While macroeconomic conditions determine the outcome of trade liberalization, it is trade policies that help to control a country’s macroeconomic policy. Under this scenario, the State retains its role of correcting market distortions.

If this working hypothesis is accepted, Ecuador must quickly define an optimal strategy for inserting its economy into global markets, while recognizing the rigidity which dollarization implies when compared to traditional monetary and foreign exchange models. The fact that in the final analysis Ecuador has adopted a fixed exchange rate model means that variable exchange rates have ceased to be an alternative to competitiveness, something which requires careful scrutiny. Increased exports as a result of fluctuating exchange rates are no longer a viable option.

For a country such as Ecuador which needs to restructure its productive sector, stabilizing the key variables and revitalizing its relationship with global markets are unavoidable tasks that must be tackled quickly in order to avoid further damage to the competitiveness of its exports.

Ecuador’s participation in the FTAA process also entails recognition that concessions will have to be made in the liberalization of our own markets and a move towards strengthening regulations through market mechanisms.

Again, the work of defining the country’s strategy vis-à-vis the FTAA, and the activities carried out as a result, must be joint efforts involving private and public sector entities. It is a matter, in short, of drawing up precise guidelines for development over the short and medium term, and identifying the sectors that may expect to be the net winners, and those that must inevitably bear the cost of Hemispheric liberalization. 

1.3
A Strategy for the FTAA Negotiations: Summary of Basic Aspects

Based on the foregoing comments, a number of guidelines were established for use in preparing a national strategy for the FTAA negotiations. The importance of macroeconomic regulation as a point of departure for Ecuador’s participation in the regional market must again be emphasized. 

Various analyses revealed the following actions to be of fundamental importance:

i) Promoting the total restructuring of Ecuador’s internal set-up so as to be better able to handle increased foreign competition. 

ii) Greater effort and consistency in the application of public policies, particularly those intended to balance the budget, lower inflation and raise the productivity of national industries.

iii) Recognition that Ecuador’s participation in the FTAA may result in various concessions in terms of opening up to foreign competition and the strengthening of market-based regulation mechanisms, which will reduce current levels of protection for certain production sectors.

iv) Directing the development of the production apparatus to those sectors where opportunities for change, modernization and attracting foreign investment are greatest. In this context, the modernization of agriculture is essential because Ecuador’s agricultural resources place it in a particularly strong position to compete internationally in this sector. However, our foreign trade policy --and macroeconomic policy in general—will have to offer sufficient incentives to attract foreign investment in production operations that use higher levels of technology, which should be perfectly feasible in view of the incentive offered by the Andean integration process and, especially, the prospects of an expanded Americas market. 

v) In this respect, priorities and planning need to be redirected on the basis of common goals. Unless the gamut of interests within the Andean Community is harmonized, there is a chance that our countries will incur costs that are unnecessary from the standpoint of the opportunity costs of economic development. 

vi) With regard to this same point, should this be the case, it will be very important to achieve a certain degree of convergence beforehand and to move immediately towards establishing the pre-conditions needed to ensure the viability of an eventual common market and common currency area.

2.  ECUADOR’S ECONOMIC-TRADE SITUATION
The global economy has a direct influence on the structure of Ecuador’s production sector, and its foreign trade in particular. As Ecuador increasingly opens its economy to international markets, the country finds itself more and more exposed to fluctuations in those markets which affect the prices of its principal exports, as well as  those of the inputs, raw materials and capital goods that must be imported to operate its various production activities.

In any case, Ecuador’s economy has been heavily influenced by the performance of the external sector over the past 30 years. In 1970, its economic openness index was 28%; by 1974, with petroleum production already under way, the index had risen to 56%; and in the year 2000 the same indicator stood at 63.3%.

In 2002, Ecuador’s economy showed moderate growth: GDP expanded by 3.4% mainly due to the investments related to construction of the Heavy Crude Pipeline (OCP by its Spanish acronym). The Balance of Payments current account gap was equivalent to 8.4% of GDP. On the other hand, as mentioned earlier, the inflation rate and the unemployment rate both showed clear improvement. The unemployment rate increased significantly between 1990 and 1999, rising from 6.1% to 14.4% over that period due to the deep economic and financial crisis that Ecuador was going through, particularly in the last year of the century, as reflected in the macroeconomic indicators. In the year 2000, the total jobless rate was 9.2%, with 5.5% visible unemployment and hidden unemployment of 3.7%.

According to the International Monetary Fund’s projections for Latin American countries, Ecuador will have one of the area’s highest growth rates in 2003 and 2004. The country’s GDP is expected to rise between 3% and 3.5% in 2003; the previous year GDP growth was around 3.4%, and in 2001 it was 5.1%. This growth has been sustained by a 7.1% growth in the petroleum sector and 3.8% in construction.

Per capita GDP recovered from the USD 1,429 level in 1999, to USD 1,959 in 2002. (Ecuador has a population of approximately 12,156,608).
Thanks to economic constraints applied during the period, inflation dropped from an annual rate of 91% in the year 2000, to 22.4% in 2001, and 9.36% in 2002. The projected rate for 2003 is down to 7%.

Foreign investment in Ecuador totaled USD 1.275 billion in 2002, and went mainly into the petroleum sector. The largest contributors of these investment funds in 2002 were: the United States (30.73%), Canada (27.63%), Europe (21.12%), remaining countries of the Western Hemisphere (13.51%), other countries (6.41%), and the Andean Community of Nations (0.60%).

2.1
Main trends in recent years

In 2002 Ecuador was on its way to completing three consecutive years of economic and political stability. High prices for its main export product, petroleum, and continuously rising tax revenues were contributing to this trend. The price per barrel of oil remained at around USD 21 during the three-year period 2000-2002, compared to its historic average of USD 16. Similarly, improvements in the tax collection system led to a notable increase in tax revenue, which rose from 7% of GDP in 1998 to 13% in 2002.

Ecuador had implemented a variety of foreign exchange schemes prior to its adoption of dollarization. The impact of the latter system contributed significantly to the country's macroeconomic stability and set the stage for economic growth. In terms of social impact, the most important achievement of dollarization has been to lower the inflation rate. All of these positive results, plus the renewal of confidence in the economic system that they produced, can be seen in the rise in prices for Ecuador’s global bonds and the resulting drop in the country’s risk rating. Fulfillment of the goals established at the macroeconomic level also facilitated negotiations with the IMF.

Non-petroleum exports grew some 159% during the period 1991-2000, compared to the previous decade, totaling USD 26.985 billion or an average of USD 2.698 billion per year. In 2002, non-petroleum exports were delivered under 1671 tariff headings to 142 markets.

Standardized Balance of payments (1) 

Period: 1999-2002

Millions of US dollars

	Code
	Transaction/Period
	Years

	
	
	1999
	2000
	2001
	2002

	1
	CURRENT ACCOUNT
	876,8 
	920.5 
	-549.8 
	-1,177.8 

	1.1
	GOODS
	1,545.2 
	1,399.3 
	-397.2 
	-1,004.1 

	1.1.1
	          Exports 
	4,516.5 
	5,056.7 
	4,781.5 
	5,191.9 

	1.1.2
	          Imports 
	-2,971.3 
	-3,657.4 
	-5,178.7 
	-6,196.0 

	1.2
	SERVICES
	-451.1 
	-420.0 
	-522.7 
	-565.5 

	1.2.1
	         Services provided
	729.5 
	849.3 
	911.4 
	980.7 

	1.2.2
	         Services received
	-1,180.6 
	-1,269.3 
	-1,434.1 
	-1,546.2 

	1.3
	INCOME
	-1,306.7 
	-1,410.6 
	-1,268.8 
	-1,262.0 

	1.3.1
	          Income received
	75.2 
	70.5 
	47.5 
	29.9 

	1.3.2
	          Income paid
	-1,381.9 
	-1,481.0 
	-1,316.3 
	-1,292.0 

	1.4
	CURRENT TRANSFERS
	1,089.5 
	1,351.8 
	1,638.8 
	1,653.8 

	1.4.1
	         Current transfers received
	1,188.1 
	1,436.8 
	1,644.4 
	1,659.1 

	1.4.2
	         Current transfers sent
	-98.7 
	-85.0 
	-5.6 
	-5.2 

	2
	CAPITAL AND FINANCIAL ACCOUNT
	-397.5 
	-900.1 
	1,148.6 
	1.127.8 

	2.1
	CAPITAL ACCOUNT
	19.4 
	1,977.0 
	-59.3 
	30.8 

	2.1.1
	          Capital transfers received
	28.6 
	1,986.5 
	24.7 
	34.8 

	2.1.3
	          Capital transfers sent
	-  
	-  
	-77.6 
	-  

	2.2
	FINANCIAL ACCOUNT
	-417.0 
	-2,877.1 
	1,207.9 
	1,097.0 

	2.2.1
	           Direct investment
	648.4 
	720.0 
	1,329.8 
	1,275.3 

	2.2.2
	           Equity investments 
	28.8 
	-1,724.8 
	117.1 
	0.2 

	2.2.3
	           Other investment 
	-1,585.7 
	-1,565.4 
	-344.9 
	-244.3 

	2.2.4
	           Reserve assets 
	491.6 
	-307.0 
	105.9 
	65.8 

	3
	ERRORS AND OMISSIONS
	-479.3 
	-20.4 
	-598.7 
	50.0 

	(1) Provisional data
	
	
	
	

	Source: Banco Central del Ecuador
	
	
	


The most important markets in which Ecuador has succeeded in diversifying its export products are: the United States, to which products were shipped under some 827 headings in 2002; Peru, which received exports under 661 headings; and Colombia with 769 headings. There are other markets of major importance but which receive export products under a narrower range of headings. Ecuador’s main trading partners to which exports are sent, and from which imports are received, are: USA, 38% and 26%, respectively; ALADI countries, 18% and 39%; Andean Community of Nations (CAN), 15% and 22%, EU, 15% and 13%.

	FOB exports per continent, economic area and country (1)

	Millions of US dollars



	
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	Overall total
	3065.6
	3842.7
	4380.7
	4872.6
	5264.4
	4203.0
	4451.1
	4926.6
	4678.4
	5029.7

	Americas
	2074.6
	2539.1
	2873.4
	3138.1
	3428.2
	2775.2
	2937.5
	3451.5
	3320.4
	3473.2

	United States (2) 
	1305.1
	1594.2
	1759.2
	1859.0
	2032.1
	1637.2
	1708.1
	1874.7
	1789.7
	2052.0

	Central American Common Market
	38.5
	28.9
	39.6
	91.7
	101.3
	76.2
	118.7
	157.6
	97.2
	182.9

	ALADI
	516.1
	722.4
	762.4
	849.2
	1029.4
	878.0
	828.9
	1079.8
	1071.4
	938.0

	       Argentina
	53.9
	75.8
	90.1
	84.1
	76.4
	76.6
	75.2
	94.0
	72.3
	15.1

	       Brazil
	15.3
	7.5
	54.1
	43.8
	26.1
	33.4
	16.2
	18.8
	15.1
	14.0

	       Chile
	117.4
	167.7
	196.9
	220.7
	238.6
	139.8
	195.1
	223.6
	91.0
	74.0

	       Mexico
	38.7
	76.3
	50.7
	54.5
	42.0
	47.6
	52.5
	50.5
	50.0
	25.3

	       Other countries
	1.1
	2.1
	10.0
	17.7
	10.0
	32.5
	7.4
	6.2
	5.9
	4.9

	    CAN (3)
	289.6
	393.1
	360.6
	428.3
	636.2
	548.0
	482.5
	686.7
	837.1
	804.7

	          Bolivia
	1.6
	2.5
	3.8
	4.6
	5.6
	7.0
	6.7
	7.0
	5.5
	4.9

	          Colombia
	147.2
	225.8
	253.3
	302.0
	355.5
	282.6
	227.2
	267.9
	324.3
	361.0

	          Peru
	130.9
	156.8
	69.4
	49.3
	223.7
	199.1
	180.2
	293.8
	341.6
	373.7

	          Venezuela
	9.9
	8.0
	34.1
	72.5
	51.5
	59.3
	66.5
	117.9
	165.7
	65.0

	Remainder of Americas
	214.8
	193.6
	312.3
	338.2
	265.4
	183.8
	281.7
	339.5
	362.0
	300.4

	Europe
	575.4
	879.2
	994.5
	1097.2
	1228.8
	1034.7
	933.7
	768.3
	845.4
	1036.9

	     European Union
	502.4
	753.0
	844.2
	943.2
	1017.1
	872.4
	817.9
	610.9
	666.3
	793.9

	     European Free Trade Association
	16.4
	14.2
	9.0
	7.2
	7.6
	3.1
	2.5
	3.3
	4.0
	5.7

	     Remainder of Europe
	56.5
	112.1
	141.3
	146.9
	204.1
	159.2
	113.3
	154.2
	175.0
	237.3

	Asia
	397.6
	403.9
	483.6
	603.3
	574.7
	344.6
	492.1
	579.1
	445.8
	454.3

	Africa
	5.1
	4.6
	8.7
	9.6
	1.7
	2.3
	3.1
	1.7
	2.7
	3.1

	Oceania
	10.0
	9.7
	19.7
	20.9
	25.1
	21.8
	29.4
	21.0
	21.2
	17.0

	Other  NEC countries
	2.9
	6.1
	0.8
	3.5
	5.9
	24.5
	55.3
	105.1
	43.0
	45.3


(1) Figures cited are final through the year 2000, those for 2001, 2002 and 2003 are provisional; tabulation is carried out as source documents on foreign trade transactions are received.

(2) Includes Puerto Rico.

(3) The Andean Pact was created on May 26, 1969, and from then until March 10, 1996, it was referred to as the Andean Group. On that date its name was changed to the Andean Community.

Source: Banco Central del Ecuador

	CIF imports per continent, economic area and country (1)

	Millions of US dollars



	
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	Overall total
	2562.2
	3622.0
	4152.6
	3931.7
	4954.8
	5575.7
	3017.3
	3721.2
	5362.9
	6431.0

	Americas
	1428.8
	2121.5
	2742.7
	2667.2
	3342.9
	3725.9
	2123.5
	2552.1
	3624.1
	4400.1

	United States (2)
	864.1
	964.2
	1301.7
	1222.4
	1516.4
	1680.4
	918.5
	932.1
	1326.4
	1480.9

	Central American Common Market
	5.3
	4.6
	8.7
	12.9
	14.2
	16.3
	15.7
	15.5
	30.2
	17.7

	ALADI
	429.6
	1007.7
	1235.7
	1246.3
	1516.1
	1700.1
	1016.3
	1396.0
	1916.9
	2512.4

	       Argentina
	37.2
	49.9
	74.2
	82.9
	98.7
	135.7
	71.0
	58.6
	94.6
	169.1

	       Brazil
	93.8
	223.4
	186.4
	155.9
	145.7
	197.3
	95.9
	136.7
	194.6
	405.9

	       Chile
	50.2
	66.7
	111.7
	145.0
	164.7
	201.4
	122.5
	211.7
	265.9
	300.9

	       Mexico
	58.3
	154.1
	149.6
	199.2
	168.0
	156.1
	96.1
	117.9
	169.5
	191.0

	       Other countries
	6.3
	5.1
	9.8
	10.6
	21.0
	33.5
	19.7
	24.6
	19.3
	29.0

	    CAN (3)
	183.9
	508.6
	704.0
	652.7
	917.9
	976.2
	611.1
	846.5
	1173.0
	1416.4

	          Bolivia
	0.1
	0.4
	2.9
	6.2
	2.8
	16.3
	6.4
	7.0
	7.3
	6.0

	          Colombia
	97.6
	293.9
	393.1
	416.0
	511.1
	592.2
	363.4
	500.3
	770.4
	902.3

	          Peru
	38.6
	52.5
	39.3
	42.4
	65.5
	98.4
	48.1
	74.8
	101.7
	154.8

	          Venezuela
	47.5
	161.8
	268.7
	188.2
	338.4
	269.4
	193.2
	264.5
	293.6
	353.2

	Remainder of Americas
	129.8
	145.0
	196.7
	185.6
	296.2
	329.1
	173.0
	208.5
	350.5
	389.1

	     Europe
	644.2
	694.8
	779.8
	794.2
	924.8
	956.8
	528.2
	545.1
	814.6
	1012.9

	     European Union
	561.8
	578.2
	638.0
	699.6
	806.6
	820.2
	427.1
	412.2
	665.0
	889.5

	     European Free Trade Association
	49.8
	68.8
	43.3
	41.7
	40.6
	38.7
	36.0
	29.9
	39.0
	37.6

	     Remainder of Europe
	32.6
	47.7
	98.5
	52.9
	77.6
	97.9
	65.1
	102.9
	110.6
	85.8

	Asia
	461.2
	753.7
	586.4
	413.2
	572.4
	803.5
	329.2
	544.9
	834.7
	966.7

	Africa
	22.2
	22.4
	31.9
	9.9
	78.5
	56.0
	25.6
	41.7
	37.6
	14.0

	Oceania
	5.7
	25.1
	4.5
	23.5
	24.7
	20.7
	7.3
	5.2
	10.7
	12.5

	Other NEC countries 
	0.1
	4.5
	7.3
	23.8
	11.6
	12.9
	3.5
	32.2
	41.2
	24.9


(1) Figures cited are final through the year 2000, those for 2001, 2002 and 2003 are provisional; tabulation is carried out as source documents on foreign trade transactions are received.

(2) Includes Puerto Rico

(3) The Andean Pact was created on May 26, 1969, and from then until March 10, 1996, it was referred to as the Andean Group. On that date its name was changed to the Andean Community.

Source: Banco Central del Ecuador

Analysis of the breakdown of exports by category shows that petroleum, bananas, coffee, cocoa, shrimp, flowers and tuna account for 75% of Ecuador’s exports (see table entitled Principal exports of Primary products). Foreign sales of manufactured goods reveal the importance of processed seafood, cocoa and coffee products; chemicals and pharmaceuticals; manufactured metal goods and textiles; and products classified under the heading of “Other,” especially those derived from seafood products and petroleum by-products (see table entitled Principal exports of manufactured goods).

Ecuador’s principal imports consist of raw materials, capital goods, consumer goods, fuels and lubricants (see table entitled Imports).

	Principal exports of primary products (1)

	Thousands of US dollars FOB

	PERIOD 
	TOTAL
	TOTAL
	PRIMARY PRODUCTS

	
	EXPORTS
	PRIMARY PRODUCTS
	Crude
	Bananas and
	Coffee
	Shrimp
	Cocoa
	Manila Hemp
	Wood
	Tuna
	Fish
	Natural
	Other

	
	 
	 
	Oil
	Plantain (2) 
	
	
	
	
	
	
	
	flowers
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	1993
	3065615
	2522104
	1152144
	567580
	88929
	470630
	48389
	8083
	13753
	9958
	44838
	39575
	78225

	1994
	3842683
	3158527
	1185033
	708369
	365709
	550921
	66480
	10665
	20440
	20884
	52029
	59164
	118832

	1995
	4380706
	3556280
	1395480
	856633
	185317
	673494
	82117
	12407
	31372
	66512
	22534
	84326
	146090

	1996
	4872648
	3809314
	1520815
	973035
	129471
	631469
	91036
	14749
	29391
	58605
	26200
	104804
	229740

	1997
	5264363
	4252922
	1411577
	1327177
	91739
	885982
	59647
	14918
	37858
	68535
	30302
	131010
	194178

	1998
	4203049
	3199067
	788974
	1070129
	71660
	872282
	18957
	12504
	22791
	60730
	21812
	161962
	97267

	1999
	4451084
	3388892
	1312311
	954378
	56897
	607137
	63931
	10415
	26335
	41781
	27594
	180400
	107715

	2000
	4926627
	3698070
	2144009
	821374
	22219
	285434
	38129
	8304
	20474
	50595
	21607
	194650
	91276

	2001
	4678437
	3431875
	1722332
	864515
	15049
	281386
	55048
	6669
	24028
	65208
	22090
	238050
	137501

	2002
	5029751
	3714783
	1838496
	969222
	10307
	251244
	89173
	7943
	29981
	58365
	27735
	291112
	141205

	2001
	4678436
	3431876
	1722331
	864516
	1509
	281386
	55048
	6669
	24027
	65207
	22091
	238050
	137502

	2002
	5029752
	3714782
	1838497
	969221
	10309
	251244
	89175
	7943
	29980
	58365
	27734
	291111
	141205

	2003 (3) January – May
	2265196
	1739191
	862653
	491046
	1377
	106428
	53632
	2976
	14337
	17599
	19159
	128752
	41233


	Principal exports of  manufactured goods (1) 

	Thousands of US dollars FOB

	PERIOD 
	TOTAL
	MANUFACTURED GOODS

	
	MANU-FAC-TURED
	Petroleum
	Processed
	Processed cocoa
	Fish
	Other
	Chemicals and
	Metal
	Headgear
	Textile
	Other

	
	 
	By-products (2) 
	coffee
	Products
	meal
	processed
	Pharma-ceuticals
	Products (3)
	
	products
	

	
	 
	
	 
	 
	 
	seafood
	 
	
	
	 
	

	
	 
	 
	 
	 
	 
	products
	 
	 
	
	 
	

	1993
	543512
	104509
	28164
	34909
	11958
	74887
	26533
	90696
	7649
	29963
	134244

	1994
	684156
	119794
	48109
	35341
	9771
	104728
	32097
	119044
	8127
	40832
	166311

	1995
	824426
	134457
	58555
	50859
	12418
	121253
	44077
	118044
	6342
	46435
	231985

	1996
	1063334
	227859
	30072
	72545
	53576
	152163
	46136
	109066
	5197
	51841
	314878

	1997
	1011441
	145689
	29715
	72104
	22859
	185056
	51341
	142168
	5472
	60651
	296386

	1998
	1003982
	133970
	33408
	28143
	13416
	254835
	56523
	129755
	4035
	52281
	297618

	1999
	1062193
	167371
	21206
	42415
	10168
	264948
	59323
	89641
	3064
	51798
	352259

	2000
	1228556
	298415
	23365
	39232
	19246
	234568
	61197
	135558
	3352
	58838
	354785

	2001
	1246562
	177662
	29055
	31563
	22262
	272345
	68181
	187949
	3300
	65801
	388442

	2002
	1314968
	222615
	31101
	37812
	11872
	344535
	72954
	141578
	3182
	58113
	391208

	2001
	1246562
	177663
	29053
	31563
	22262
	272344
	68180
	187948
	3300
	65800
	388442

	2002
	1314968
	222615
	31102
	37812
	11871
	344533
	72955
	141578
	3183
	58113
	391208

	2003(4) January – May
	526006
	80605
	13730
	20554
	4202
	138510
	30584
	55823
	1407
	21037
	159556


(1) Figures cited are final through the year 2000, those for 2001, 2002 and 2003 are provisional; tabulation is carried out as source documents on foreign trade transactions are received.

(2) Sources: 1990-1994, Banco Central del Ecuador; 1995-1998, includes figures from the National Banana Program (Programa Nacional del Banano) and from Banco Central del Ecuador; 1999, estimated.

(3) Includes estimates due to under-registration of documents.

SOURCE: Through June 22, 1992: export licenses granted by Banco Central del Ecuador. Beginning June 23, 1992: Single Export Form (Formulario Único de Exportación).

CHAPTER 1.- INSTITUTIONAL FRAMEWORK FOR TRADE POLICIES AND TRADE NEGOTIATIONS
1.1 Ecuador’s trade policies and overall objectives

The effects of international economic crises have forced governments to step up efforts to attract foreign direct investment, promote transfer of technology, revitalize income-producing activities, expand and diversify their exports and become more competitive traders in order to fulfill their economic development goals.

To achieve these objectives, the Government of Ecuador has enacted various laws and regulations designed to stimulate free and open trade with all countries. By participating in the global trade systems, Ecuador hopes to:

· Help strengthen the multilateral trade system so as to achieve its growth and development objectives within a free and stable framework;

· Promote access to new markets and defend its position in existing ones by opposing protectionist measures that impede unrestricted access to commodities originating from developing countries;

· Expand the country’s export capacity by promoting and diversifying its exports, particularly those classified as non-traditional products;

· Oppose all discriminatory practices in international trade;
· Maintain annual GDP growth of 5% during the period 2003-2007;
· Find a long-term solution to the external debt problem in order to free up resources for economic and social development.
1.2 Institutional structure, applicable regulations and coordination mechanisms in the public and private sector

The President of Ecuador has among his powers those of “determining foreign policy, managing international relations, signing and ratifying international treaties and conventions, with the prior approval of the National Congress as required under the Constitution.” (Art. 171.12 of the Constitution).

Foreign trade, and particularly the promotion of exports and investment, constitutes a national priority, and the State therefore seeks to ensure that its foreign trade policy is consistent with domestic policies on taxation, tariffs, foreign exchange, monetary issues, credit, and economic and social development, and their corresponding laws and regulations.

In June, 1997, Ecuador promulgated the Law on Foreign Trade and Investment (Ley de Comercio Exterior e Inversiones –LEXI by its Spanish acronym), which has as its object to regulate and promote foreign trade and investment, make the nation’s economy more competitive, encourage more efficient use of the country’s productive resources and sustainable development, and integrate the Ecuadoran economy with international markets. The LEXI sets out a clear and well-defined institutional framework for the foreign trade sector which includes genuine private sector participation in decision making and the drafting of policy guidelines on foreign trade and investment. To this end it established the Foreign Trade and Investment Council (Consejo de Comercio Exterior e Inversiones –COMEXI by its Spanish acronym).
COMEXI approved the National Export Promotion Plan and the National Foreign Investment Plan 2001-2010. With respect to non-petroleum exports, these plans seek to contribute to the growth, diversification and sustainability of trade in these products on world markets, as a means of furthering Ecuador’s socio-economic development, generating awareness within the trade sector of the need to export high quality, value-added goods and services, and increasing productivity and the competitiveness of these goods and services.

In the area of investments, the aim is to develop a suitable institutional environment in order to attract foreign direct investment and brings the transfer of leading-edge technology, generate higher-quality jobs, increase investment projects, and improve the country’s services and physical infrastructure.  Both plans establish short-, medium- and long-term goals and projects.

The Ministry of Foreign Trade, Industrialization, Fisheries and Competition, is responsible for planning, directing, controlling and carrying out foreign trade policies governing goods, services and technology; economic integration and direct investment.  It carries out these duties in close coordination with the Ministry of Foreign Relations and other public and private sector entities, each institution acting within its respective jurisdiction.

Similarly, “the Foreign Service is responsible for managing the international affairs of the Republic in accordance with the Political Constitution of Ecuador...” and “...under the immediate supervision of the Minister of Foreign Relations, to execute the nation’s international policy...” (Art. 1 of the Organic Foreign Service Law).

Article 4 of that same Law specifies in turn that: “the Ministry of Foreign Relations shall have under its special care and responsibility: … 7. The nation’s treaties and other international instruments, for which it shall consult where necessary with other bodies within whose jurisdiction the matter also lies.“

Again, Article 5 of this Organic Law also specifies that the Ministry of Foreign Relations shall, in consultation with other ministries or competent bodies, as appropriate, be responsible for: “...2) Cooperation with the Ministry of Economy and Finance in the preparation of international policy in the areas of economics and trade; 3) International economic and financial cooperation and the external negotiation of foreign or international loans; 4) Submission and processing of applications for foreign and international technical assistance, and the measures necessary to coordinate the best possible use of such assistance…”.

Executive Decree No. 3382 of 26 November 2002, ratified the appointment of the Ministry of Foreign Relations as the government agency responsible for conducting Ecuador’s negotiations in the FTAA until the process for that Agreement’s entry into force has been concluded.

This same Decree created the National FTAA Committee which is made up of representatives from four ministries (Foreign Relations; Foreign Trade, Industrialization, Fisheries and Competition; Agriculture and Livestock; Economy and Finance), and from the Banco Central del Ecuador, Office of the Comptroller General, Office of the Receiver General, Ecuadoran Institute for Intellectual Property Rights, and various producer associations and civil society organizations. This Committee is chaired by the Minister of Foreign Relations or a designated representative.

The committee provides a forum in which to discuss the basic elements for determining Ecuador’s national position in the FTAA negotiations. Its members receive opinions submitted by different sectors of civil society, the production sectors, academic institutions, professional associations, trade unions, NGOs, and any other public or private entity not represented on the Committee.  Each issue is discussed fully and the members then endeavor to clearly define the country’s interests with respect to the negotiation process.

Ecuador has adopted a National Competitiveness Agenda as a State priority aimed at establishing strategies and programs to make the country more competitive, bearing in mind the special circumstances of a dollarized economy.

In addition, the Ecuadoran System for Quality Assurance, Metrology, Standards, Accreditation and Certification (MNAC by its Spanish acronym) has as its purpose to put in place national policies that create a culture of respect for quality and consumer protection, and at the same time promote improvement of quality, production and competitiveness, increased exports and greater competitive advantages.

As far as the non-financial promotion of exports and investments, both within Ecuador and abroad, is concerned, LEXI created the Ecuadorian External Promotion System (Sistema Ecuatoriano de Promoción Externa), which consists of the Corporation for Promotion of Exports and Investments (CORPEI) and its external network which works in cooperation with the Foreign Service through Ecuador’s embassies and diplomatic missions. CORPEI is a non-profit corporate entity duly constituted under private law, with its own capital and in which the private sector has majority ownership.

Before negotiations begin, each institution involved consults with the pertinent private and public sector parties that may be affected, in order to obtain the widest possible consensus on the particular aspect of the national position. Nevertheless, there is a need to improve existing institutional channels in order to make the best use of scarce resources, and to avoid overlapping and the duplication of efforts.

By the same token, it is important to improve the private sector’s technical capacity to address international trade issues and to ensure it participates as actively as possible in the negotiation process and speaks with a single voice in defense of its interests.
1.3 The availability and level of training of human resources. 
The many trade negotiations engaged in by Ecuador have revealed the need to reinforce the institutional mechanisms and human resources available to represent Ecuador’s interests in international trade negotiations. The experience gained in the FTAA process has enabled Ecuador to establish a specialized group of negotiators consisting of representatives from the different public sector institutions, and assisted by experts from the private sector. However, there is clearly a need to continue strengthening the country’s capacity to participate adequately in international trade negotiations, for which Ecuador hopes that it can rely on the cooperation provided in this area by organizations such as the WTO, UNCTAD, OAS, ALADI, the Andean Community and the European Union, in addition to bilateral assistance. The areas where there is the greatest need to strengthen Ecuador’s negotiating capacity are pointed out in the relevant chapter below. 

1.4 Infrastructure

The Government of Ecuador has made a special effort to improve its infrastructure and technological facilities for participation in international negotiations. To this end, a large number of the country’s public sector institutions are now equipped with computer systems. It is still necessary, however, to establish inter-institutional communications networks in order to achieve maximum coordination in government decision making. 


It is also important to provide training for public officials so that computer databases are taken full advantage of and to ensure that the country is better prepared for trade negotiations thanks to the performance of activities such as: data analysis; information gathering and processing; technical studies; the consideration of potential negotiating scenarios; impact assessments, and an overall evaluation of the negotiation processes and the interrelations among them.

Furthermore, there will always be a need to update the data bases (including replacement of  software and the hardware on which they are stored) to reduce the technology gap  between Ecuador and developed countries.

1.5 Relations with civil society

Participation in the creation of the FTAA has presented Ecuador with an additional challenge with respect to its relations civil society. A series of activities was therefore developed to promote a national debate about the Hemispheric negotiation process.

Accordingly, in November 2001 a document entitled “Ecuador: General guidelines for a national strategy on the Free Trade Area of the Americas” was published for the specific purposes of informing the public and promoting as much discussion as possible. In all, 800 copies of this document have been distributed throughout the country to producer associations and federations, universities, trade unions, indigenous and Afrodescendant communities, social agencies, professional associations, and nongovernmental organizations.  The text of this document can be found on the webpage of the Ministry of Foreign Relations (www.mmrree.gov.ec).

Various seminars and discussion groups have been carried out, primarily in the cities of Quito and Guayaquil, with different sectors of civil society: production sectors, the media, universities and the general public. Support has been provided for other activities as well, such as the preparation of background papers listing the opportunities being provided for participation in this process. An e-mail address was also set up, through which members of civil society can channel their opinions and offer suggestions, and officials of the FTAA Unit are always available in the country’s major cities to give talks on the status of the negotiations.

Despite these efforts, Ecuador still has no institutional mechanism for achieving a more effective relationship with civil society, which makes it difficult to ensure that the various sectors of the population have a full understanding of the trade negotiation process.

1.6 Regional institutions and mechanisms for drawing up trade policies and negotiation proposals.

As part of the Andean Community of Nations (CAN) and the Latin American Integration Association (ALADI), Ecuador coordinates its position with the other member countries of these regional blocs. In both organizations, Ecuador receives preferential treatment as an economically less developed country. Under the CAN’s legal system, decisions adopted by the Andean Commission and duly published in the Gaceta Andina have the force of law and must be enforced in each of the member countries. Failure to do so may be appealed before the Andean Court of Justice.
Within the framework of the FTAA negotiations, Ecuador is participating as a member of the CAN and is therefore subject to bloc voting in which the Andean position is determined in advance and by consensus, either at a meeting called specifically for that purpose or meetings at which members negotiate the same topics within the framework of the parallel creation of the Andean Common Market.

CHAPTER 2.- TRADE AGREEMENTS, TREATIES, CONVENTIONS AND NEGOTIATIONS TO WHICH ECUADOR IS  PARTY
2.1 Description of the agreements, conventions, and treaties signed or currently being negotiated by Ecuador:

Ecuador is a signatory to four types of trade agreements, distinguished by their objectives and scope:

· The Cartagena Agreement creating the CAN: A broad-based trade agreement intended to furnish support for a far-reaching integration project including plans for full liberalization within the zone, the adoption of a common external tariff (CET), the establishment of intra- and extrazonal trade rules and disciplines, regional industrial expansion plans, and investment agreements. The agreement is applied in a highly flexible manner, and unevenly implemented,  according to the area covered. 

· The ACE 32 signed with Chile: A new-generation trade agreement which, in addition to the broad range of items scheduled for tariff reduction (over 6730 for both countries) and its goal of eliminating tariffs on bilateral trade for almost all products (96.5%) by the target date of 2006, includes issues not directly related to trade in goods, such as services.

· Selective bilateral agreements limited to a tariff reduction schedule: including a large number of items but not intended to totally eliminate tariffs on the great majority of them, such as ACE 28 signed with Uruguay (covering close to 6000 items) and ACE 30 signed with Paraguay (includes more than 6500 items).

· Selective bilateral agreements joined through the CAN or signed individually with the larger Latin American countries (Argentina, Brazil and Mexico) and Cuba: covering a limited number of tariff items and not containing timetables for the total elimination of tariffs.

Ecuador has signed 25 bilateral agreements to promote investments (in addition to its commitment under CAN Decision 40), and 10 agreements for the avoidance of double taxation (in addition to CAN Decisions 291 and 292). The bilateral investment agreements include clauses on most-favored-nation treatment and repatriation of profits, clauses to protect against expropriation, and those referring to dispute settlement through international arbitration in the case of Argentina, Bolivia, Canada, Costa Rica
, Chile, Cuba, Dominican Republic
, El Salvador, Honduras
, Nicaragua, Paraguay, Peru, United States, Uruguay, Venezuela, and Guatemala.  

The agreements for avoidance of double taxation typically include clauses on income tax, capital gains taxes, taxes on interest and dividends, royalties and loans.  Such agreements have been signed with Brazil, Chile and, Mexico.

2.1.1 General evaluation of existing agreements:

Until it adopted the US dollar as its currency, Ecuador maintained surplus trade balances with most of its trading partners. This situation has changed over the last five years as a result of the crisis affecting the nation’s economy, and then the loss of price competitiveness due, among other factors, to the dollarization of the economy.

The market made up of member countries of the ALADI accounted for 18% of Ecuador’s overall exports in 2002, valued at approximately USD905 million. Of this total, 33% corresponds to petroleum exports, most of which go to Peru.

Imports from ALADI members were also rising during the years prior to dollarization, before falling by 60% in 1999 owing to the economic crisis.  After the crisis, and when the country adopted dollarization, imports from the region recovered and exceeded the levels recorded before 1999. In fact, by 2002 imports from ALADI countries had virtually doubled compared to the values reported for 1995.

2.1.2 Trade with countries of the Andean Community

After the United States, the countries of the CAN represent Ecuador’s most important export market, despite a slight dip in this trade in 1998 and 1999. In the years since dollarization was introduced, exports to this market began climbing to peak at USD 837 million in 2001. The next year (2002), exports fell 7%.

A notable feature of trade flows with the Andean Community was the growth in petroleum exports which came to represent a 37% share of Ecuador’s total exports to the Andean market in 2002, versus just 5% in 1995. 

The 1990’s saw rapid growth in exports to Peru as a result, primarily, of a large increase in petroleum sales to that country. Between 1995 and 2002, exports to that market more than quintupled. Although more modest, growth in non-petroleum exports to Peru has been steady, rising over 40% in this same period. 

2.1.3 Trade with MERCOSUR countries

During the period 1995-2002, Ecuadoran exports to MERCOSUR showed a downward trend. Ecuador’s main export market among MERCOSUR countries is Argentina, to which it exported (prior to the 2002 drop) primarily non-petroleum products worth over USD 71 million during the period 1995-2001. Then came the large-scale decline in 2002 –linked to the reduction in sales to Argentina—and exports to MERCOSUR dropped to approximately 20% of their 1995 level. At the same time the flow of petroleum exports slowed and became more sporadic, compared to sales of this product in the Andean Community.
2.1.4 Status of the implementation of existing trade agreements

Ecuador has signed and placed in effect a wide range of trade agreements, particularly within the Hemisphere, and these have helped to diversify the country’s foreign trade. The country must nevertheless be prepared to negotiate new trade agreements or expand existing ones where warranted.

2.1.5 Bilateral and multilateral negotiations
In the course of the CAN-MERCOSUR negotiations, the two parties signed an economic complementarity agreement in December 2002 for the purpose of forming a free trade area by December 31, 2003, through tariff reductions and the elimination of restrictions. Efforts are also under way to promote mutual investments and the integration of physical infrastructure.

There is interest as well in expanding the ACE 32 (Chile) and ACE 29 (Mexico) agreements in order to obtain more preferential access. 

CAN-Canada:  Steps are being taken to begin negotiations for the creation of a FTA.

CAN-Central America: Lists have been exchanged setting out items of interest and indicating preference margins offered and requested, with the aim of signing an agreement on fixed tariff preferences between the CAN and the northern triangle (Guatemala, Honduras and El Salvador)

CHAPTER 3.- COOPERATION FOR STRENGTHENING TRADE
A number of projects are being carried out in Ecuador with technical cooperation funds, both reimbursable and nonreimbursable) from various donor sources, including friendly countries, international agencies, and non​governmental organizations.

Among these are projects seeking to help strengthen Ecuador’s trade sector through nonreimbursable cooperation, some of the most important and relevant of which are described below:

Technical assistance from the Government of Brazil to provide institutional strengthening for Ecuador’s Plant and Animal Health Service (SESA by its Spanish acronym). The objective of this project is to exchange experiences of plant and animal epidemiological safeguards, quarantine inspections, and risk analysis services; as well as  to develop methodology protocols. This project has been approved by the Joint Commission and the schedule of training grants and technical assistance activities proposed by the Ministry of Agriculture has been submitted for consideration by the Brazilian Cooperation Agency (Agência Brasileira de Cooperação).

Another project being carried out with the cooperation of the government of Brazil is a food safety project entitled “Program for Sanitary Control of Agricultural Products". The objective of this project is to devise control programs and draft legislation regulating the production, processing and marketing of products derived from plant and animal products.  The procedures for the implementation of this project are similar to those described above.

A project entitled “Marketing of Certified Products” is being negotiated with the German government, the purpose of which is to use the marketing of certified products to increase the export earnings of small and medium-sized farmers, diversify the country’s exports, raise incomes in rural areas, and expand the use of sustainable production methods.

A donation has been received from the World Bank to prepare a project for the reform of state-owned enterprises and the provision of technical assistance for privatization. A Japanese donation has also been obtained for the final design of the technical assistance project entitled “Reform and Privatization of State-owned Enterprises.”

Ecuador is receiving cooperation from the Governments of Germany, Belgium, Spain, and Switzerland to help develop the country’s production sector through microenterprise loans. Germany is currently analyzing the best way to assist the microfinance sector by offering soft loans through a responsible financial agency in Ecuador.

The “Program of Financial Services in the Northern Highlands” is being carried out with the help of Spain, and is intended to promote rural savings and development of financial management skills in rural areas that are adapted to the needs of rural communities. The local counterpart for this program is the Ministry of Agriculture and Livestock. 

A microenterprise lending program is also being carried out with Spain to help develop Ecuador’s microfinance sector. This program is aimed at strengthening financial entities in order to revitalize rural savings and encourage microenterprises throughout the country to join the formal sector of the economy.

The Governments of Ecuador and Switzerland signed a cooperation agreement in June 1999 designed to “Promote the Rural Savings and Loan System in Ecuador.” The overall objectives of this project are to provide access to financial services for people living in small towns in rural areas, and to contribute to the improvement of national production. In addition, the operation seeks to strengthen the smaller financial entities selected to participate in the project, by enabling them to provide small and medium-sized producers with more and more sustained financial services at market terms.

In this framework of cooperation, UNCTAD and the Government of Switzerland have come together to support the “ECUADOR INVESTMENT GATEWAY” project, which provides an on-line information system that links potential foreign investors with opportunities to invest in Ecuador and offers up-to-date and detailed information on investment procedures and the business climate in Ecuador.
Under the heading of reimbursable cooperation, the following loans have been approved:

· -BIRF 4346-EC: Entitled “Foreign Trade and Integration”, this loan is intended to promote socioeconomic growth through the development of international trade and integration with the world economy; the local counterpart is the MICIP and the amount of the loan is USD 21,000,000. (In progress)

· BIRF 4075-EC PROMSA: The objective is to support increased agricultural research by the borrower in order to increase productivity and agricultural production in the country, as well as the quality of that production by modernizing the national systems for the generation and transfer of technology and the restructuring of the country’s plant and animal health services; the local counterpart is the Ministry of Agriculture and Livestock; the amount of the loan is USD 21,000,000.

· BIRF 7082-EC PROMEC: The objective is to support borrower’s reform programs in the electricity and communications sectors by strengthening regulatory agencies, improving environmental management, promoting competition, increasing private sector participation, and promoting the efficient use of energy and technology; the local counterpart is the National Modernization Council (CONAM by its Spanish acronym), and the amount of the loan is USD 23,000,000.

· BIRF 4279-EC: This project seeks to improve the competitiveness and over development of Ecuador’s agricultural sector by using structural information validated by the Third National Agricultural Census, as well as institutional modernization, particularly among small producers, promoted through the consultative censuses. The amount of the loan is USD 5,000,000.

· BID-892-OC PROMSA: The objective is to strengthen the capacity of the Ministry of Agriculture and Livestock for agricultural research so as to increase productivity and agricultural production in the country, as well as the quality of that production by modernizing the national systems for the generation and transfer of technology and the restructuring of the country’s plant and animal health services; the amount of the loan is USD 30,000,000.

PART II. STRENGTHENING TRADE-RELATED CAPACITIES

CHAPTER 4. GENERAL AND SPECIFIC NEEDS FOR PARTICIPATION IN THE NEGOTIATION PHASE
A. Horizontal needs for TRADE-RELATED Cooperation during the Negotiation PHASE
Ecuador’s participation in the FTAA process has brought to light its need to improve its negotiating capacity and strengthen its institutions, and to this end it will require practical guidance with respect to each of the negotiating groups.  Cooperation in this area should take the form of technical and financial support.

To improve its negotiating capacity, Ecuador must also obtain a computerized system to handle the statistics that are relevant for each of the negotiating groups, especially those associated with market access. This system must make it possible to define negotiating scenarios, formulate strategies, analyze the effects of the process and, in general, determine the costs and benefits of trade liberalization. To do this will require studies, the procurement of hardware and software, and the development and application of methodologies.

Trade liberalization will have an obvious fiscal impact because of the reduction in tariff rates, so that it will be necessary to develop mechanisms to support the balance of payments during period of adjustment to the FTAA. In order to determine the best means for accomplishing this, a full-scale study will be required to analyze and define the particular characteristics of Ecuador’s economy.

The process of drafting, implementing and evaluating trade policies must be improved by strengthening the capacities of government institutions and defining objectives, strategies, instruments, responsibilities and levels of participation through effective inter-institutional coordination.

In the course of the negotiations, it is in Ecuador’s interests to have specific provisions relating to Special and Differential Treatment included in each Chapter of the Agreement in order to ensure that the FTAA makes due allowance for the existing asymmetries between participating countries.

To ensure the legitimacy of the process, information mechanisms and clear and open channels of communication must be devised for reporting on the status of the negotiations to civil society and promoting its participation in the decision-making process.
	Category
	Priority
	Specific needs

	Computerized system for handling statistics.
	1
	Technical assistance for the development of a statistical system to handle data on the topics under negotiation, especially those associated with market access, and that has the capacity to define  negotiating scenarios, formulate strategies, analyze the effects of the process and, in general, determine the costs and benefits of trade liberalization.

Technical cooperation for the procurement and development of hardware and software, as well as for training in the application of the corresponding methods of analysis.

	Inter-institutional coordination.
	1
	Technical assistance for improving coordination and inter-institutional activities in support of the international trade negotiations.

	Special and Differential Treatment.
	1
	Technical assistance designed to identify specific provisions that could be included throughout the Agreement to secure  quantifiable benefits.

	Fiscal impact, balance of payments and competitiveness.
	1
	Studies of the effects the Agreement will have on these areas.

	Transparency.
	1
	- Identification and systematic use of information mechanisms and clear and open channels of communication for reporting progress in the negotiations to the various national sectors and interested parties: the administration (coordination), legislators, employer associations, NGO´s and the general public; and the establishment of communications plan for continuous updating of these institutions.


B. COOPERATION NEEDS IN SPECIFIC AREAS AND SECTORS DURING THE NEGOTIATION PHASE
1. MARKET ACCESS
a.- Tariff measures

	Category
	Priority
	Specific needs

	Economic effects of the trade liberalization program
	1
	- Preparation of studies on effective and nominal protection with an analysis of the cost of domestic resources by sector and the sampling of large, medium-sized and small enterprises, including agricultural, textile, automotive, metalworking and chemical  firms, etc.

- Analysis of trade flows (exports-imports) with the other countries of the Hemisphere, disaggregated to the tariff sub​heading level by country of origin and destination, for the purpose of closely evaluating the net gain in grant​ing or requesting greater benefits in the product negotiation phase.

- Technical study to assess the fiscal impact of the tariff reductions resulting from the FTAA.

	Market access training
	1
	Courses, training grants, workshops and seminars on tariff negotiation methods, case studies from other trade agreements including the WTO, and study of tariff reduction formulae used in other systems.

	Tariff quotas and administration

	2
	Training in the handling of tariff quotas and their manage​ment under tariff quota administration systems established by countries around the world.

	Ad valorem and specific tariffs

	2
	Training in methods for transforming specific tariffs into ad valorem tariffs.


b.- Safeguards

	Category
	Priority
	Specific needs

	International regulation of safe​guard measures
	1
	Training for negotiators and government officials (courses, training grants, seminars) on the WTO Agreement on Safe​guards and Article XIX of the GATT 1994.

	Procedures and material criteria
	2
	Workshops on safeguard investigations and the mechanisms and procedures established under the different trade agreements for determining the existence of damages leading to the application of safeguard measures. 


c. Rules of origin and customs procedures related to origin

	Category
	Priority
	Specific needs

	The production sector
	1
	Establishment of a system for surveying the private sector to obtain information on production processes for the second phase of the negotiations in the GAO. This study will reveal how production is organized in high priority and sensitive export sectors, for use in determining rules of origin.

	Rules of origin in other trade agreements
	2
	Training in the form of seminars and training grants on the topic of preferential (NAFTA, G3, etc.) and non-preferential (WTO) rules of origin, particularly with respect to the automotive industry and textiles. 


c.  Technical barriers to trade

	Category
	Priority
	Specific needs

	Mechanism(s) to guarantee domestic implementation of WTO and FTAA obligations
	1
	Training for the various interested national sectors and parties: the administration (negotiators and government officials), legislators, members of the judicial branch, chambers of industry and production, and the general public, with a view to establishing the most effective mechanisms and coordination for ensuring compliance with the WTO’s TBT Agreement and the FTAA (standards and technical barriers).

	Establishment of procedures to guarantee ongoing compliance with notification obligations
	1
	Workshops on notification procedures and the coordination that should exist between related institutions and organizations.

	Establishment of an Information Service
	1
	Technical assistance for the development of an effective informa​tion service capable of identifying negotiating scenarios, formulating strategies, and analyzing the effects of implement​ing the WTO’s TBT Agreement and the FTAA (costs and benefits).

	Identification of strategic inter​national forums and experience gained from participating in them
	1
	Workshop to identify the international forums that will provide the most useful experience for negotiations in the FTAA (Standards and Technical Barriers to Trade), and cover the existing mechanisms in bilateral, subregional and regional agreements.

	Control, inspection and approval procedures 
	1
	Training on negotiations dealing with control, inspection, and quality certification in accordance with standards or technical regulations.

Training for judges and lawyers concerning the scope and implications of certification and verification provisions. 

	Technical regulations
	1
	Technical assistance for the development of technical regulations in accordance with the WTO’s TBT Agreement; equivalency with the technical regulations of other countries,  their structure, risk evaluation and the prioritization of topics based on their strategic importance.


2. AGRICULTURE
	Category
	Priority
	Specific needs

	Tariffs
	1
	Technical assistance for the creation of a database for correlation of national tariff nomenclatures presented in the FTAA, both as base tariffs and initial offers.

	Other trade-distorting practices
	1
	- Creation of an SA2000 trade statistics database which includes internationally traded products that have benefited from export subsidies and domestic support payments, especially in the agricultural sector, indicating the amount of aid received in these categories and the country providing them.
- Training in the application of WTO anti-dumping provisions and those of the Agreement on Subsidies and Countervailing Measures (*).

- Technical assistance for the implementation of agricultural support measures permitted by the WTO (areas to be determined)


	Harmonization
	1
	Consulting services to evaluate existing level of harmonization in sanitary and phytosanitary measures applied by Ecuador compared to its trading partners in the Hemisphere and elsewhere in the world, with particular attention to the advances achieved to date and the ongoing work of the regional international organizations such as COTASA (CAN), IPPC, CODEX and OIE.  The consultants carrying out this evaluation can also work with national and regional institutions to create mechanisms for continuing the harmonization of sanitary and phytosanitary measures within the Hemisphere and at the international level in general.

	Technical barriers to trade
	1
	Technical assistance for framing a national food inspection strategy, including the modernization of the legal framework for food inspection and the institutional strengthening of the bodies responsible for policymaking in this area, giving priority attention to the products that make up the country’s current and potential supply.


3. SERVICES
The requested cooperation in preparation for the negotiations is based on the need to initiate an orderly and timely consultation process that will lead to a better understanding of the services sector, specifically to help Ecuador increase its chances of participating successfully in the negotiations and improving on its strategy as initially formulated. 

	Category
	Priority
	Specific needs

	Sectoral analysis
	1
	Analysis of sectoral conditions and requirements, and interrelations among sectors, to complement the work already begun by the national group. The initial groundwork has been done so that cooperation in this area would not require a full diagnostic study. Planning studies (e.g. surveys) have been carried out by the Ministry of Foreign Relations, together with other supporting actions.

	Promoting competitiveness within sectors
	1
	Developing competition programs for selected sectors based on the above-mentioned sectoral analysis.

	Evaluation and development of sectoral regulations
	1
	Technical assistance to help design national regulations for sectors where limitations may exist, either because they have only recently appeared (cross-border trade in certain services may require this assistance) or due to their intrinsic complexity (e.g. telecommunications and financial services).

	Improvement of statistics on trade in services

	2
	Technical assistance in preparing a statistics program on trade in services, with a breakdown by mode of supply in accordance with international classification systems.

	Creation or upgrading of regulatory entities in specific service sectors (finance, banking and insurance, telecommunications, tourism, etc.) 
	2
	Evaluating existing entities and defining those that should be created to promote efficient sectoral growth and development.


4. INVESTMENT
The international technical assistance contemplated under the Hemispheric Cooperation Program is intended to identify certain needs that will help strengthen Ecuador’s trade capacity in the area of investments, particularly its ability to raise capital and attract both national and foreign investment. The goal is to improve internal conditions and create an atmosphere more conducive to investment, one which provides investors with clear and reliable rules that allow them to invest without undue risk and at the same time permits the country to benefit from those investments.

	Category
	Priority
	Specific needs

	Training
	2
	Training in negotiation and experience gained under existing investment agreements, particularly the treatment of specific issues such as dispute settlement between an investor and the receiving State, expropriation, and compensation, etc.  


5. GOVERNMENT PROCUREMENT
Ecuador has never before signed an agreement, convention or treaty on government procurement and therefore has no experience or information on this issue. This is one of the main reasons why Ecuador is seeking cooperation, namely to guide and direct its participation in this type of negotiation, and more specifically in the FTAA’s Negotiating Group on Government Procurement (NGGP).

Because of budgetary constraints, Ecuador is unable to hire support staff to carry out the various tasks needed to design a national position on government procurement. Cooperation funds are also urgently needed for hiring technical personnel to provide support services during negotiations (gathering and processing of information, coordinating meetings, carrying out administrative tasks, etc.).

Serious limitations have also been identified in the gathering of statistical data on the records of procurements of goods and services by the State. The CONTRATANET (an electronic system to provide greater transparency in government procurement in Ecuador) will therefore need to be improved. 

The coming stages of the process will require renewed technical assistance as negotiating teams are faced with new tasks related to improving their offers, processing offers submitted by the other parties, and exchanging requests arising from initial offers.

	Category
	Priority
	Specific needs

	Training in Agreements on Government Procurement:   Scope and Architecture.
	1
	Training for the negotiating team in:

· Regulatory framework and negotiating experience in the WTO (Agreement on Government Procurement) and with regional or bilateral agreements. In particular, treatment of the MFN principle and Special and Differential Treatment.

	A senior consultant to advise on:

- Preparation of offers: goods, services, entities.

- Analysis of impact 
	1
	· Analysis of Ecuador’s offer.

· Formulation of suggestions and recommendations for the next stages of the negotiation.

· Formulation of negotiating strategies.

	Strengthening of intra/inter-governmental coordination 
	1
	Hiring of a consultant to undertake the following:

· Provide support for the identification of the relevant national contacts (entities, associations, enterprises, etc.).

· Prepare and conduct surveys and internal consultations. 

· Coordinate meetings for the consulting purposes and to evaluate the national position.

	Strengthening information technology systems
	2
	Consolidation of procurement under an electronic information and contracting system, CONTRATANET, to permit greater transparency in government procurement of goods and services.


6. INTELLECTUAL PROPERTY RIGHTS
The purpose here is to promote widespread awareness and understanding of the laws and regulations governing existing and future intellectual property rights and to strengthen the country’s capacity for effective participation in intellectual property negotiations by ensuring that the different sectors of Ecuadoran society provide sufficient input on this issue. There is a need for a wider understanding and a deeper appreciation of the international commitments that Ecuador has undertaken in other pertinent international conventions, as well as those that may be assumed under the FTAA negotiation process, to be cultivated in the corresponding areas of the public sector, the private sector and civil society. This will improve implementation of the commitments regarding intellectual property rights adopted in the FTAA, reduce transaction costs due to lack of awareness of the law, and make it easier to protect the legitimate rights of creators and inventors. In order to guarantee effective participation in the international negotiations, it is vital that a specialized unit be created within the Ecuadorian Intellectual Property Institute (Instituto Ecuatoriano de Propiedad Intelectual –IEPI by its Spanish acronym) to follow the course of the most important negotiations and supply Ecuador’s negotiators in this area with the appropriate specialized technical inputs.
	Category
	Priority
	Specific needs

	Training for the public and private sector, and for judges and lawyers.
	2
	Training to be provided for the IEPI on intellectual property rights negotiations, in areas to be defined later based on the course of the negotiations.

Training to ensure that the private sector fully understands the current laws governing intellectual property rights, and any changes introduced under the FTAA.

Training for judges and lawyers on the enforcement of the current laws governing IP rights and any changes introduced under the FTAA.

	Support for establishment of an International Affairs Department to manage the full range of IP issues
	1
	Training in IP negotiations and institutional development for at least 3 officials, (1) at senior level and (2) at junior level, who will be responsible for providing support in international negotiations on intellectual property rights.


7. DISPUTE SETTLEMENT
It is necessary for Ecuador to determine which mechanisms or actions it considers essential to the dispute settlement mechanism, and which features might be allowed a greater margin of negotiation. To help with this distinction, several activities are planned for evaluating fundamental aspects of that mechanism. As an important element in defining the national position, technical cooperation activities will help to identify those features that Ecuador’s private sector feels cannot be left out of an FTAA dispute settlement mechanism, or in other words, the sort of mechanism that they feel would be best suited to their interests. 

	Category
	Priority
	Specific needs

	Training for the private sector (manufacturers associations, the academic sector, etc.)
	2
	Workshop, intended to identify useful experiences for FTAA negotiations, regarding the weaknesses and strengths of the WTO’s DSU, aspects under discussion at the multilateral level, and mechanisms in use under other subregional and bilateral agreements.

	Analysis of the consequences of implementing the agreement
	2
	Technical advice to evaluate the consequences of implementing the Agreement under different legal systems.  (Identification of specific legislation in which Special and Differential Treatment can be incorporated). 

	Training for negotiators.
	3
	Workshop to analyze the strengths and weaknesses of the WTO’s DSU, evaluate progress in WTO negotiations follow​ing the Doha mandates, and assess the impact on the FTAA; also to present a description, review the performance, and discuss the importance of subregional and bilateral dispute settlement mechanisms other than those of the Andean region.


CHAPTER 5. GENERAL AND SPECIFIC NEEDS FOR THE IMPLEMENTATION OF COMMITMENTS
A. Horizontal needs for cooperation in trade during the Implementation of Commitments
The implementation stage of the FTAA Agreement will require efforts in a number of areas if Ecuador is to benefit from the process. Even under the most optimistic scenario, there will be sectors that see themselves as adversely affected by its coming into effect and, at least in the initial stage, will spawn criticism which, unless it is handled in an appropriate manner, could trigger a series of detrimental effects for the country. It is therefore necessary to prepare a suitable policy for situating the FTAA agreement in its real context and obtaining the maximum benefits under its provisions without forgetting that it is only one element in the economic development policy. By recognizing its achievements and limitations, the true impact on the country’s development is made transparent and, at the same time, it becomes easier to arrange coordination and strengthen institutional capacity in order to formulate, implement, and evaluate the best possible trade policies for Ecuador within the FTAA framework.

	Category
	Priority
	Specific needs

	Defining the process of formulating, implementing and evaluating trade policies
	1
	Analysis of government institutions and design of the process for formulating, implementing and evaluating trade policies, in​cluding a definition of responsibilities and levels of participa​tion, as well as the necessary inter-institutional coordination.

	Building institutional capacity
	1
	Improvement of systems for evaluating the current status and future prospects of sectors under negotiation; methods for assessing the impact of trade liberalization on public finance; and access to leading-edge technology.

	Comprehensive plan for present​ing the benefits of the FTAA Agreement to the various sectors of society
	1
	- Establishment of clear policies for identifying and reporting the advantages of the FTAA, determining the funding required to maximize its benefits, and establishing realistic and objective goals and strategies.

- Identification and institutionalization of open and clear channels of communication to inform the various interested national sectors and parties: the administration (coordina​tion), legislators, business associations, NGO´s, and the general public concerning the contents of the agreement, in order to improve the transparency of the process.

- Information seminars on the different mechanisms for  implement​ing the provisions of the agreement, including those covering dispute settlement, intellectual property rights, etc.


B. Cooperation Needs for Specific Issues and Sectors during thE PHASE OF IMPLEMENTING Commitments

1. MARKET ACCESS
a.- Tariff measures

	Category
	Priority
	Specific needs

	Special Regimes
	1
	Preparation of a study on the impact of the future FTAA Agreement on the various special regimes used by Ecuador. 

	Adjustment mechanisms
	1
	Study for the design of transition mechanisms for sensitive sectors to facilitate the adjustment and mitigate negative effects.

	Modernization of entities in the fiscal sector
	1
	Technical assistance for devising fiscal reforms that take account of the tariff liberalization program and possible scenarios for the next stage of the process.

	Application of the future FTAA rules on Market Access
	2
	Training for the public and private sector on the new rules regarding  Market Access.

	Tariff quotas and administration

	2
	Training in the handling and manage​ment of tariff quotas under tariff quota administration systems established by countries around the world.

	Specific and ad valorem tariffs

	2
	Training in methods for converting specific tariffs to ad valorem tariffs.


b.- Safeguards

	Category
	Priority
	Specific needs

	Investigating body for the application of safeguard measures
	1
	Technical and financial assistance for restructuring the investigating body that oversees the application of safeguard measures, beginning with a detailed  study of the unit and the assessment of its restructuring needs. 

	Material on procedures for applying safeguards
	2
	Financial support for the preparation of a manual of procedures for the application of safeguards.

	Links with the private sector 
	3
	Training for the private sector on the application of safeguard measures and the implications of such action.


c. Rules of origin and customs procedures relating to origin

	Category
	Priority
	Specific needs

	Entity responsible for rules of origin
	1
	Technical and financial support for the creation of govern​ment unit specializing in rules of origin to ensure that the origin provisions of the FTAA Agreement are properly applied in the Ministry of Foreign Trade.

	Training
	1
	Training and technical assistance for officials of the Customs Administration of Ecuador on future FTAA rules of origin and customs procedures regarding the certification, verification and the origin of goods.

	Databases 
	1
	Databases and their use in the application of rules of origin under the FTAA, for the entities responsible for origin. 

	Links with the private sector
	2
	Training to provide the private sector with the knowledge needed to make effective use of these new instruments of international trade.


d. Customs procedures

	Category
	Priority
	Specific needs

	Customs and special regimes
	1
	Seminars and refresher courses on implementation of the customs and special regimes under the FTAA Agreement.

	Risk assessment
	2
	Technical assistance for creating a risk assessment system to identify or recognize high-risk goods.

	Customs valuation 
	1
	Training in customs valuation for officials of the Customs Administration of Ecuador and customs agents.

	Sanctions 
	2
	Training for officials of the Customs Administration of Ecuador on the imposition of civil, administrative or criminal sanctions for breaches of the country’s customs laws in accordance with domestic legislation.

	Information technology systems 
	3
	Upgrading of computer equipment and databases in the different customs districts.  Creation of information technology systems on customs and export/import procedures in the relevant institutions. 


e. Technical barriers to trade

	Category
	Priority
	Specific needs

	Mechanisms to guarantee domestic implementation of WTO and FTAA obligations
	1
	Technical assistance for establishing mechanisms that will allow interested sectors to take part in a given dispute.

	Identification of the notification authority and establishment of procedures to guarantee ongoing compliance with notification obligations
	1
	Pragmatic definition of the authority responsible for carrying out WTO and FTAA notification obligations.

	Establishment of an Information Service
	1
	Upgrading of the computer equipment and databases of the relevant institutions, and creation of information technology systems on the WTO’s TBT and the FTAA Agreement, as well as the procedures for control, inspection and quality certification for the importation and exportation of products.

	Control, inspection and approval procedures 
	1
	Technical assistance for the design and implementation of specialized software used in inspection and quality certifica​tion procedures for the importation and exportation of products. 

	Technical regulations
	1
	Technical assistance for the creation of a system to evaluate risks and identify how technical regulations control them.


2. AGRICULTURE
Training and specialization courses for the technicians of the units, which also need to be duly equipped with the necessary infrastructure, that could even be contracted out if  a national network of institutions involved in agricultural trade issues (laboratories, customs offices, etc) is established to provide logistical support for this purpose.
	Category
	Priority
	Specific needs

	Equivalence
	1
	Technical assistance for the creation of a unit to evaluate the enforcement of sanitary and phytosanitary measures within the Hemisphere and elsewhere in the world, the main function of which will be to respond quickly to trade difficulties arising from the application of these measures in contravention of the principle of equivalency stipulated in the SPS Agreement.  

	Capacity to evaluate risk (conduct risk assessments):

- Technical specialists

- Accredited institutions

- Laboratory capacity
	1
	Technical assistance for strengthening of  SESA’s Pest Risk Analysis Units, in the areas of: (1) Infrastructure: upgrade the necessary equipment in laboratories and inspection posts at entry and exit points for agricultural products; and 

(2) Training: specialization for the Units’ technical personnel.

	Control, inspection and approval procedures:

· Entry and exit points for goods

· Inspection, certification and documentation systems
	1
	Technical assistance for the design and implementation of specialized software adapted to the inspection and certification process, which will be operated by personnel directly involved in control and inspection activities at entry and exits points for agricultural products, and which will also be designed to compile data as input for databases on inspection procedures.

	Laboratories

Physical infrastructure
	1
	Technical assistance for upgrading existing infrastructure and equipment in laboratories at border stations and in the provincial offices of Ecuador’s Plant and Animal Health Service, and providing, as a priority, equipment to laboratories located at border crossings, seaports, airports and other transit (entry and exit) points for agricultural products, to ensure that they have the test equipment required by veterinary services, as well as adequate treatment and storage facilities.  The provision of computer and database management hardware, plus software specifically designed for disease surveillance and information systems.


3. SERVICES

	Category
	Priority
	Specific needs

	Sectoral analysis
	1
	Analysis of sectoral conditions and requirements, and inter​relations among sectors, to complement the work already begun by the national group. The initial groundwork has been done so that cooperation in this area would not require a full diagnostic study. Planning studies (e.g. surveys) have been carried out by the Ministry of Foreign Relations, together with other supporting actions.

	Promoting competitiveness within sectors
	1
	Developing competition programs for selected sectors based on the above-mentioned sectoral analysis.

	Evaluation and development of sectoral regulations
	1
	Technical assistance to help design national regulations for sectors where limitations may exist, either because they have only recently appeared (cross-border trade in certain services may require this assistance) or due to their intrinsic complexity  (e.g. telecommunications and financial services).

	Improvement of statistics on trade in services

	2
	Technical assistance in preparing a statistics program on trade in services, with a breakdown by mode of supply in accordance with international classification systems.

	Creation or upgrading of regulatory entities in specific service sectors (finance, banking and insurance, telecommunications, tourism, etc) 
	2
	Evaluating existing entities and defining those that should be created to promote efficient sectoral growth and development.


4. INVESTMENT
	Category
	Priority
	Specific needs

	Formulation of investment policies
	1
	Technical assistance for devising the necessary legal and institutional reforms for improving promotional programs, raising capital and attracting foreign investment.

	Enhancement of national statistics capacities
	1
	Technical assistance for the design and implementation of a computerized investment data system that will operate through an inter-institutional network linking investment entities, and be capable of compiling concise, timely, and up-to-date information on investments (with breakdowns by country of origin and sector). 

	Inter-institutional coordination and consultation with the private sector and civil society
	1
	Seminars to promote awareness among the sectors involved, including government agencies, the productive sectors and civil society, of the need to review existing laws and introduce the necessary reforms.

	Obstacles to success in attracting foreign investment
	2
	Technical assistance for analyzing the reasons why foreign investment flows into Ecuador are less than desirable: e.g. economic instability, the technology gap, frequent shifts in economic and social legislation, absence of long-term economic policies, etc.


5. GOVERNMENT PROCUREMENT

	Category
	Priority
	Specific needs

	Strengthening of intra/inter-governmental coordination 
	1
	Hiring of a consultant to undertake the following:

· Provide support for the identification of the relevant national contacts (entities, associations, enterprises, etc.).

· Prepare and conduct surveys and internal consultations. 

· Coordinate meetings for consulting purposes and to evaluate the national position.

	Strengthening information technology systems
	2
	Consolidation of procurement under an electronic information and contracting system, CONTRATANET, to permit greater transparency in government procurement of goods and services.

	Information systems on government procurement 
	2
	Defining the technical elements required for the presentation and generation of statistical information (nomenclature, sources, formats, computer systems, etc.) and technical assistance for the entity responsible for generating detailed statistics on government procurement.


6. COMPETITION POLICY
The implementation of an effective competition policy in Ecuador will be intended to provide increased security for foreign investors, improve the competitiveness of the country’s production sector and achieve an equitable balance of benefits for producers, end-users and domestic and foreign consumers. Enacting a law governing free competition --based on the commitments assumed under the respective Chapter of the FTAA Agreement—would go a long way toward accomplishing this, as will action in the following areas: (a) assistance in developing the analytical and research capacities needed for eliminating Ecuador’s existing monopolies or oligarchies; (b) support for developing the analytical capacity to assess penalties for abuse of market and/or economic power; (d) through the entry into force of the agreement and the enactment of a competition law, guarantee equal opportunities (income-outlays) for small, medium-sized and large economic agents; and (e) the creation of clear competition rules, so as to promote and facilitate both domestic and foreign investment, which will in turn revitalize the economy and promote better distribution of the wealth.

In this context, the assistance provided for strengthening information technology and communications, promoting the benefits of competition, and obtaining highly specialized training for the officials in charge of the competition authority, as well as recruiting competent personnel to serve on its staff, will help to ensure effective execution and fulfillment of the commitments assumed in this area under the FTAA.

	Category
	Priority
	Specific needs

	Expansion and strengthening of communications and information infrastructure
	1
	Technical assistance for creating internal communication net​works; equipping institutions with computers, compiling databases and disseminating documents.

	Strengthening of human resources for enforcing the competition chapter of the FTAA and Ecuador’s competition law
	1
	Provision of ongoing training programs for senior officials and qualified personnel through training grants, courses and seminars, and masters, doctorate and post-graduate programs.

	Programs promoting  the creation of a competition culture in Ecuador, and awareness of the benefits of the FTAA’s competition chapter
	1
	Continuation of the seminars, workshops, discussion groups, etc. offered by international experts, foreign authorities and other specialists and emphasizing the Chapter on Competition in the FTAA Agreement.

	Establishment or improvement of a national agency or office responsible for the country’s competition policy.  
	1
	International cooperation for recruiting technical personnel at the highest possible level, particularly in reference to the minimum qualifications and requirements for the different professional groups required; support for drawing up professional and employment profiles for those groups; help in determining the number of officials required for an effective competition authority; support for designing organizational mechanisms, work procedures and methods for assessing the performance and operations of the authority and its personnel; and procurement of the equipment required for the authority according to its information, connectivity and software needs. 


7.  INTELLECTUAL PROPERTY RIGHTS
Promoting the protection of intellectual property rights requires great effort and the availability of both human and financial resources.  Indeed, to fulfill effectively the commitments that are to be assumed under the FTAA intellectual property provisions, while at the same time adhering to those commitments already made under the other intellectual property conventions and agreements, Ecuador will need more far-reaching and constant support. Working on the assumption that an intellectual property rights system and/or vigorous efforts to protect new inventions are one form of human capital, and that such systems are created with a view to adding to economic –and, above all, social—well-being, support for initiatives aimed at achieving these objectives are an obligatory requirement. Accordingly, the medium- and long-term cooperation provided must facilitate the formulation and promotion of IP policies that emphasize the importance of that protection and the advantages that this affords to all sectors of Ecuadoran society. As well, these policies must go hand-in-hand with national programs by incorporating additional technical and financial support to combat bootlegging, establish courts specializing in IP, develop intra-institutional channels of coordination in matters pertaining to IP, upgrade the technological infrastructure and IP software, create specialized databases and support drafting of  “sui generis” legislation. 
	Category
	Priority
	Specific needs

	Training and dissemination activities
	1
	Support for the promotion and dissemination of intellectual property policies aimed at creating a culture of respect for IP and encouraging SMEs, artisans, universities, etc. to take advantage of their IP rights.

	Application of laws and regulations for the protection of intellectual property rights (civil, administrative, criminal, and/or border measures)
	1
	Financial and technical support for efforts to combat bootlegging, including training programs, case studies, consultants and the eventual creation of a police investigation unit for IP protection. Financial support as well for creation of the Specialized IP Tribunals (in coordination with the judicial branch), and to help fund the Customs unit.  

	Establishment or upgrading of domestic offices or organizations
	2
	Acquisition of hardware with network cards and the necessary software, to be installed in the IP surveillance offices of each of the institutions responsible for protecting IP rights (these offices will be interconnected to facilitate the exchange of information and rapid determination of IP violations.

	Inter-institutional coordination and consultation with the private sector and civil society
	2
	Institutionalization of permanent mechanisms through the creation of a Permanent Consultative Commission, headed by the intellectual property authority, to provide coordination and maintain contact with the private sector and civil society.

	IPR statistics, databases and/or technical information and documentation
	1
	Support for developing databases on industrial property applications and records, creating the documentation center, provision of the necessary software, and assistance in the establishment of electronic links with the most important intellectual property offices in order to carry out the pertinent examinations.

	Law on protection of traditional knowledge, access to genetic resources and /or IP rights
	1
	Support for the formulation of national regulations governing this subject.


8. SUBSIDIES, ANTIDUMPING AND COUNTERVAILING DUTIES
Strengthening of the Technical Unit of Trade Defense of the MICIP --the body that receives and acts on requests for anti-dumping, countervailing duty and safeguard investigations—is required throughout the process and not during implementation phase alone. While the FTAA is not yet in force, this unit needs to acquire the experience that comes from day-to-day investigation of cases of this type – something which Ecuador, for various reasons, has not acquired despite the commitments it has already assumed in this area within multilateral frameworks (the WTO and the Andean Community), as well as under the provisions of the bilateral agreements that the country has signed. The first step to be taken will therefore have to be the design of draft regulations that will enable Ecuador to meet its obligations under the FTAA in a professional and efficient manner, and according to the legislation in force in other countries.

The specific needs of the Unit range from acquisition of the most advanced computer equipment and software for handling statistics, to providing the Unit’s personnel with training programs based on the experiences of similar institutions in the hemisphere, particularly in the determination of damages which is required in all such investigations. These computer tools and databases are used by the corresponding agencies in countries that have developed common practices in the investigation of these matters, but which Ecuador has been unable to do for the reasons outlined above. What is needed is to create or purchase a database containing the supporting data required to make the calculation involved in investigations of this type.

The provision of computer hardware is an immediate priority since the Unit’s lack of such equipment often hampers normal operation and delays dumping investigations. As noted above, the Unit has virtually no equipment at present.

	Category
	Priority
	Specific needs

	Strengthening of the technical unit responsible for subsidies, antidumping and countervailing duties.
	1
	A technical study is needed for restructuring the Unit as an independent and financially self-sustaining agency based on the services provided, plus provision of the resources needed for its operations, particularly computer equipment, statistics and databases used by countries that have developed standard practices for carrying out this type of investigation. 

	Training of personnel
	1
	Specific training programs for the Unit’s personnel to be offered in offices that are highly experienced in this type of investigation (for example, Peru’s INDECOPI, Venezuela’s Anti​dumping  Commission, etc.).

	Statistical information available in other countries.
	1
	Technical assistance for the development of statistical data​bases for investigations, similar to those used by the offices cited above and, in particular, systems that aid in the calculations required for these investigations. 

	Reforming the existing legal framework for investigations and for the strengthening of the Trade Investigation Unit .
	1
	Technical support for the drafting of proposed reforms to the current regulations concerning dumping and subsidies. The task of designing new regulations should be carried out before the FTAA comes into effect in order that Ecuador may begin preparing for the new commitments that it will be expected to assume under the FTAA.


9. DISPUTE SETTLEMENT
The fundamental objective in putting forward the needs set out in this section is related to the responsibilities of the various sectors that will be affected by the FTAA dispute settlement system in one way or another, and to ensure that they are aware of the scope of the mechanism to be adopted.

	Category
	Priority
	Specific needs

	The State’s role in dispute settlement procedures under the FTAA.
	1
	- Assistance for establishing a mechanism that permits all sectors with an interest in a given dispute to participate in its settlement.

- This will be complemented by the establishment of an institution analogous to the Advisory Centre on WTO Law which has made a very significant contribution by helping Ecuador to participate effectively in the procedures established under the DSU.

	Training for members of the private sector
	2
	Workshops for the private sector on the scope, content, virtues and limitations of the dispute settlement mechanism that results from the negotiations (suitable choice of forum, possible search for alternative solutions such as resorting to mediation or arbitration, etc.).




CHAPTER 6. ASSESSMENT OF GENERAL AND SPECIFIC NEEDS FOR ADJUSTING TO THE NEW INTEGRATION FRAMEWORK
For the FTAA to produce tangible benefits for Ecuador the following will be necessary:

- Promoting a sweeping internal reorganization to improve the country’s capacity for dealing with increased foreign competition. This will require the clear definition and consistent application of suitable macroeconomic regulations.

- Greater effort and consistency in the application of public policies, particularly those aimed at balancing the budget, continuing to reduce the rate of inflation, and raising the productivity of the nation’s industries.

- Strengthening of economic and trade strategies that are agreed to by both the public and private sectors.

- Creation of a Pro-Competitiveness Fund as a vital stimulus for overhauling those productive activities that have major export potential and providing them access to leading-edge technology.

- Owing to the dollarization of Ecuador’s economy, suitable technical and financial assistance is needed to develop programs for strengthening and improving competition in order to sustain this economic system. One such program would seek to redirect the country’s producers into those sectors and subsectors of the economy with the greatest potential for change, modernization and foreign investment.

- Expansion and strengthening of physical infrastructure, including improvements to the country’s seaports, airports, and internal and external communication routes, and the development of its service sectors in general, permitting Ecuador to improve is position in the new scheme. This effort must also be reinforced via a parallel process for the transfer of technology to support the reorganization of the production sector and make it possible to take full advantage of the benefits that should be derived from the FTAA.

- The above initiatives will require continuous training and retraining of human resources, in both the public and private sectors, in order to deal with the newly organized foreign trade system.

- It will be necessary to design trade strategies and develop new programs to reinforce activities such as business development, promotion of exports and investment, and assistance for trade adjustment.

- In the end, the FTAA must serve to improve the country’s Human Development Index and gradually reduce poverty in Ecuador. This will necessitate the creation of social safety nets and continuous job training programs.

- Given the organization of the country’s production sector, there is a need for national policies and international cooperation to improve the most vulnerable and fragile sectors, such as SMEs and farm workers, which are the principal sources of the country’s production.

- During the process of adjusting to economic integration, new solutions to the external debt problem could be put forward to free up state resources for investing in the country’s social and economic development.

- At this juncture, modernization of agriculture is essential since Ecuador’s comparative advantage in this area makes it particularly promising for competing in foreign markets. However, foreign trade policy and macroeconomic conditions in general would have to offer sufficient incentives to attract foreign capital to invest in production operations that use more advanced technology. The agriculture and livestock sector is in need of mechanisms that would allow SESA experts to participate in the activities of regional organizations relating to advances in sanitary and phytosanitary measures and quality control with respect to food products.  

- It is important that ongoing cooperation mechanisms be set up, particularly those providing grants for senior SESA officials to undertake training with technical specialists employed in international institutions.

- There is a need as well to make use of the institutional resources available from agencies such as the Inter-American Development Bank (IDB), the World Bank and, especially, the Inter-American Institute for Cooperation on Agriculture (IICA) with its facilities for training specialized personnel in the rules developed in the different negotiating rounds.  These sources could provide up-to-date information enabling Ecuadorian officials to respond quickly, particularly in cases involving dispute settlements, the application of sanitary and phytosanitary measures, or technical barriers to trade.

- Institutional strengthening for existing public and private sector entities associated with export growth so that they can play a wider, more active and efficient role in promoting exports and ensure effective distribution of information to all economic agents.
- The government procurement process for goods and services needs to be made more transparent.

- In order for markets to operate efficiently and be more competitive, the rules and regulations governing competition must be publicized and applied correctly. Consideration should be given to creating appropriate cooperation programs to promote a culture of competition, maximizing benefits for SMEs and the export sector, and providing permanent training programs for the pertinent public officials, plus technical analysis and support for improving the effectiveness of personnel responsible for implementing competition policies and rules. To this end, the following will be required: (a) technical and financial support for promoting awareness of the benefits of open competition for consumers, end-users and producers, whether through the mass media, discussion groups, seminars or other means; (b) market studies conducted within Ecuador and in other relevant markets to assess the prospects for expanding domestic and international trade for the benefit of Ecuadorian SMEs; (c) establishment of programs to provide training grants, technical exchanges, in-service and off-site training, post-graduate and short or medium-duration, permanent and regularly scheduled specialized courses for the staff of Ecuador’s competition authority; and (d) support for technical research projects and the analysis and evaluation of the information gathered.
� This part is based on Chapter 1 of the book Ecuador: Lineamientos Generales para una Estrategia ante el Area de Libre Comercio de las Américas (ALCA), Ministerio de Relaciones Exteriores, Quito, Ecuador, 2001. See electronic version at � HYPERLINK "http://www.mmrree.gov.ec" ��www.mmrree.gov.ec� 


� Veiga Motta, Pedro and Halperín, Marcelo, “Formulación de orientaciones estratégicas para la negociación del acuerdo que establecería el ALCA, a la luz de los intereses y compromisos asumidos por el Ecuador en el marco de la ALADI y de la CAN”, ALADI General Secretariat, Montevideo, September 2002.


� Undergoing ratification.


� Idem.


� Idem.


� In view of the short period available for this training since the negotiations are to be completed in 2004, this component has been included in both chapters (4 and 5). Needless to say, if it is carried out during the negotiation phase, it may be omitted from the implementation phase.


� Ibid


� A request for cooperation is being made at this stage because research in this field takes time. In the interim, the national group has used other, more qualitative elements to support its work and make up for the lack of quantitative data.


� Given the brief period for carrying out this training, since the negotiations are to be completed in 2004, this component has been included in both chapters (4 and 5). Needless to say, if it is carried out during the negotiation phase, it may be omitted from the implementation phase.


� Ibid


� Needs are presented in this chapter in a manner similar to that in the earlier chapter due to the fact that the two phases are both complementary and continuous. For example, sectoral analysis must be improved in the negotiation  stage and also in the following stages once the Agreement has been defined.


�  A request for cooperation is also being made at this stage because research in this field takes time. In the interim, the national group has used other, more qualitative elements to support its work and make up for the lack of quantitative data.


� The needs here are the same as those put forward for the negotiation stage since they are recurrent requirements.
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