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1. EXECUTIVE SUMMARY

In the last two years, many political and instiatl changes have taken place in Ecuador, such
as the approval by referendum of a new ConstitytimiSeptember 2008 and the re-election of
President Rafael Correa (Alianza Pais) on 26 A6509 with 51.8646 of the votes. Moreover, in
the last months of 2008, Ecuador entered a recesaigely explained by the world financial
crisis, which reduced its exports and the pricerak materials, especially oil and some
agricultural products. According to IMF and ECLA@udies, Ecuador is one of the worst-

affected countries in the region.

Despite these changes, the Mid-Term Review consltig&t both priorities for EC cooperation
remain valid for the years 2011-2013 and shouldimetheir relative weight in the allocation of
funds. The priorities are:

- To improve the performance of governmental sogglending on education

- To promote sustainable economic opportunities bygarting the development of SMEs.

EC-Ecuador cooperation is wortd &7 million (2007-2013) (Annex 2).

The NIP | received 586 (€75 million) of the total amount, while tHeIP 11 will receive 43%
(€62 million), to be committed in 2011-2013

It is proposed to increase NIP Il funds by additional €4 million to support the eventual

implementation of the EU-CAN multiparty trade agresnt, currently under negotiation.

From now on, new EC policy commitments and crogirguissues such as the environment (in
particular climate change), migration, drugs, epeend aid for trade will be integrated in EC
cooperation. This will be done through dialoguehwitie Government of Ecuador so that it may
lead to the possible inclusion of relevant indicatior budget support. Similarly, efforts will be
made to continue to implement the principles ofedfdctiveness and of the European Consensus
on Development.

The positive experience of the EC cooperation dttuador through Sector Budget Support
(SBS) should be stressed. Budget support has ngtcontributed to delivering results in the
areas of cooperation, but has also increased goegrinownership, contributed to institutional
strengthening and capacity building, and promotedual accountability, among others. SBS
may, therefore, continue to be considered as tekiantial modality of aid delivery in Ecuador

on the condition that the eligibility criteria ameet.



2. THE MID-TERM REVIEW

2.1 Analysis of the Political, Economic, Social anBnvironmental Situation

2.1.1 Political situation

After several years of political instability, Ecuadembarked on a process of democratic
consolidation combined with social and economicngeathrough the two consecutive electoral
victories of Rafael Corred(ianza Pais2006 and 2009).
The programme of President Correa is based ondéwee of launching a ‘citizens’ revolution’
which would modify the institutional framework dfd country and bring it on the road towards
a ‘socialism of the 21st century’.
In 2007, a Constituent Assembly was elected totdmahew Constitution, approved on 28
September 2008. The 20th constitution in the hystdrEcuador consists of 444 articles which
are ambitious and complex. The new constitutioorreéd the legal-institutional structures of
the state enabling wider economic, social and ipalithanges. The constitution redrafts many
rights for citizens, grants rights to natyreecognises the territorial indigenous communiied
introduces a ‘fifth power’, the Council of Citizétarticipation and Social Control. Moreover, it
opens the way for more decentralisation through dhemation of autonomous regions and
metropolitan districts. All these changes are cirsat with EC external policy, which
emphasises respect for human rights, good goveereamt environmental protection.
EU-Ecuador relations are good overall, with esgcgood constructive relations at local level.
Ecuador took part — albeit with reservations —he tmultiparty’ trade negotiations with the
EU. But last July, just before the fifth round agotiations for an EU-Andean Multiparty Trade
Agreement, Ecuador decided to suspend its partioipantil a definitive solution to the banana

dispute had been found in Geneva.

Ecuador has always placed great emphasis on nteriilaapproaches to international problems.
Ecuador is a member of the United Nations (and nafsits specialised agencies), the
Organisation of American States (OAS), and manjoregd groups, including the Rio Group, the
Latin American Energy Organisation, the Union ofuBoAmerican Nations (UNASUR), the
Community of Andean Nations (CAN) and the Bolivariéternative for the Americas (ALBA)
since June 2009. Last August, Ecuador assumedcthgear rotating presidency of UNASUR.

1 On 26 April 2009, Correa was directly re-electathv82% of the vote, so that for the first time since @9ib second round was necessary. An
EU Electoral Observation Mission confirmed that ¢fections were generally conducted accordingterirational standards.
2 More specifically the right to ‘exist, persist, im@in and regenerate its vital cycles, structfuregtions and its processes in evolution



Under the Correa administration, Ecuador is indrepis efforts to strengthen and diversify its
political and economic ties with countries in Lathkmerican, Europe, and Asia. In Latin
America, President Correa has travelled to PerileChrazil, Argentina, Venezuela, and Cuba
where his government has signed agreements to peoemdnomic cooperation. Similarly,
outside the region, Correa has visited Spain, leatygl France, as well as China, Iran, and Russia,

among other countries.

In October 1998, Ecuador and Peru reached a pggaeement to settle their border differences
and, last November, Ecuador and Colombia formatgitdished ties at chargé d’affairs level and
issued statements expressing hope that this weuidtep towards restoring full diplomatic ties.
This puts an end to almost 21 months of seriousouhigtic rift between the neighbouring

countries following a Colombian raid against Ie¢ff#2ARC rebels inside Ecuador (2 March 2008)

2.1.2 Human rights and humanitarian situation
Ecuador has an adequate constitutional and legateiwork defining human rights and the
mechanisms for ensuring that these rights are @eate Since the publication of the CSP and the
new Constitution, the government has made sigmfigrogress in a large number of human

rights areas, especially on the child labour lsgalation.

During its participation in the Universal PeriodiReview, Ecuador received the following
recommendations to improve its human rights siwmatio provide information in future on
further advances regarding penitentiary reformgcamtinue human rights training for police
forces; to provide follow-up plans to eradicateladHabour; to take appropriate measures to
further improve the conditions of prisoners, aommended by the Committee against Torture
in 2006 and 2007; to implement measures to comisatichination on the grounds of sexual
orientation and gender identity, as well as othenaén rights violations against the gay, lesbian,
bisexual, transsexual and transvestite communityadopt appropriate measures to eradicate
gender-based violence, particularly domestic vicderto continue the reform of the judicial
system and to take further steps to combat traffgckn personsAs a Member of the UN Human
Rights Council since May 2006, Ecuador has comunitself to upholding the highest standards in the

promotion and protection of human rights and tiy fidoperating with the Countil

% See the international commitments of Ecuador whaning for elections in the UN Human Rights Colinci



On therefugee situationon the Colombian border, the United Nations Higimtnissioner for
Refugees (UNHCR#$tates that Ecuador has the highest number of eefum Latin America,
with at least 135.000 Colombian citizens in needirmdkrnational protectign of whom
approximately 6000 were not registered. Colombians accountedZét 8f asylum seekers. On
24 April 2007, Rafael Correa formally introduced ambitious programme, ‘Plan Ecuador’, to
register all refugees and to provide them with @oassistance. Under this Plan, the government
spent 80 million in 2008 and approximately up ta$0 million in 2009.

Closely related to the refugee crisis is the teiifig of persons and the abuse of vulnerable
people, for the purpose of sexual exploitation.héligh this issue is not exclusive to the
Ecuadorian northern border region, in all threedborprovinces (Sucumbios, Esmeraldas and
Carchi) this problem is particularly severe.

At present, the EC is examining ways to respond tequest for financial support since the
unfolding humanitarian crisis may affect the stiépibf the country, thereby jeopardising EC

cooperation.
2.1.3 Economic and social situation

While Ecuador is a middle-income country, it congs to display high poverty indicators.
Extreme poverty affects about %5 of the populatiochand 3% live in moderate poverty.
Although poverty rates are tending to fall, sigrafit efforts are needed to maintain and support
this trend. Until now, a large part of the fallpoverty was more the consequence of economic
recovery than of specific national policies. Thenfalation and implementation of specific
economic, social and fiscal policies provided forthe Constitution may now help to continue
the trend of declining poverty.

Between 2000 and 2008, Ecuador experienced an geveiate of GDP growth of 4%
benefiting from high oil prices, the remittanceswufjrants and, more recently, the constitutional
and legal reforms which reorganised the framewank rhacro-economic and public finance
policies. At the end of the last quarter of 20BH)P growth slowed by 0.26 and, at the
beginning of 2009, even fell by 1.62 Central Bank projections put growth at % 2or 2009.

Inflation reached 8.% during 2008 as a consequence of high interndtpmi@es and an increase

in imported capital and consumer goods.

425% in 2006



The government has taken measures to reduce amfléty promoting domestic consumption.
Unemployment was 6% in 2007 and 7.% in 2008. Urban underemployment was reduced
from 50.2% in 2007 to 48.86 in 20082 The average salary increased in the same peroal fr
$110.6 to $20, meaning that, despite inflation, purchasinggrancreased.

In 2009, the external debt commission, launchetlylaar by President Correa, recommended
that the Ecuadorian government buy back®bf defaulted Global Bonds 2012 and 2030
through a ‘modified Dutch auction’ establishing amum price of 0.35 cents per dollar. With
this operation, 2920.2 million, of a total of 3200 million, was withdrawn from the market and
the debt-to-GDP ratio fell to 19.94 in June 2009. Ecuador’s total external debt vedisdt
$7127.7 million. The government’s objective is toued its external debt as much as possible.
The increase in tax collection and fiscal presdwae been one of the main developments in
2008, especially with regard to reducing tax evasio 2008, the targets for tax collection were
exceeded by 1%, showing an improvement in the effectiveness af tollection. Fiscal
pressure increased by 0%3to 12.9% of GDP, which was the highest figure since 2@ at
the same time one of the lowest in Latin America.

Several indicators show an improvement in $logial situation in recent years. Inequality of
wealth distribution in the country, as measuredthg Gini coefficient of consumption, is
improving (from 0.5222 in December 2007 to 0.48880ecember 2008). GDP per capita
doubled between 1999 and 2008 t89R®7, according to the Central Bank, and public gyoli
focused primarily on social policies, doubling thedget for education and health. Ecuador has a
firm intention not only of achieving the MDGs, balso of keeping them as minimum goals for
its social development. This alignment with int¢roaally agreed targets makes EC cooperation

more effective.

In education, major improvements were made in 2088uding universal basic education, and
there were visible efforts by the Ministry for E@tion to reach the goals of tRéan Decenal de
Educacion 2006-2015mprovements include the quality of educationgemeral, transparent

teacher recruitment and a national literacy campaig

® INEC. Encuesta Nacional de Empleo y Desempleo thirbérimestrales (ENEMDU). 2007 and 2008. .



The health sector is one of the government’s gyiagectors and some significant advances have
been made, such as a life expectancy of 75 yearslatd mortality of 25 per 1000. However,
challenges remain, especially in maternal mortalitg child malnutrition. In 2008, the Ministry
of Public Health began a reform in order to guarana universal right to health with free,
universal, equitable and direct access for all. beernment increased the budget fro66@
million in 2007 to $000 million in 2008. In addition, the constitutiestablishes annual
increases of 0.% of GDP up to 4.% in 2014.

2.1.4 Environmental situation
Concern about the environment and climate changeluding the cyclical “El Nifio”
phenomenon is growing steadily in Ecuador and tunty has achieved significant progress in
mainstreaming the principles of sustainable devakg in national policies. Under the new
Constitution, Ecuador has more tools available ightf against existing problems of
environmental degradation. One important innovatiothe recognition of ‘rights of natufein
the Constitution. In addition, the establishmentMay 2008, of the National Secretariat for
Water (SENAGUA) will guarantee more sustainable ab¢his resource. The Commission is

financing a national dialogue on wate3@D.000).

The country has great natural resources with censiide biological diversity and large water
reservoirs Oil is one of the main resources andrgrortant source of income. Yet, industrial
wastes linked to its exploitation caused signiftcaontamination in the past and led to the
rejection of multinational companies’ practicesrtgdor this reason, President Correa strongly
supports the Yasuni-ITT Initiative, which endeawwto keep the oil in the ground in exchange
for international financial compensation and theiap of selling Yasuni certificates in the

emission market.

The government and the international community making great efforts to conserve the
archipelago of the Galapagos Islands. Howevergasing tourism and illegal fishing continue

to be major threats to this unique ecosystem.

Finally, forestry continues to be an unresolvedasdespite the Government'’s efforts to achieve
a more effective forestry control system. One ed#ng initiative is the Programme ‘Socio

Bosque’ that gives economic incentives to commesito respect the forest.

® Articulo 71 ‘la naturaleza o Pachamama, dondesgeoduce y realiza la vida, tiene derecho a quesgeete integralmente su existencia y el
mantenimiento y regeneracion de sus ciclos vitalssuctura, funciones y procesos evolutivos’.



2.2 New EU Policy Objectives and Commitments

2.2.1 Relevance of new policy objectives and caments

New EU policy objectives in the areas of climatarmye, migration, drugs, energy and aid for

trade are increasingly relevant for Ecuador.

Climate change In March 2007 the European Council made climatenge a central external

policy priority and embarked on an ambitious poliegponseThe Lima Declaratiomecognised
the need to address the challenges of environmeleigdadation and climate change. As a
follow-up to that Declaration, the EUrocLIMA prognane aims to improve understanding, raise
policymakers’ awareness, integrate climate chamge sustainable development policies and
build institutional capacity. Although climate clggnis not a priority sector in EC cooperation
with Ecuador, it is &ey cross-cutting issuen both focal areas. Possible ways of taking itis
account may include adding climate change to edcaturricula, especially in the natural
science area of the basic education curricula, upparting SME investment in ‘green’
technology. Continuous dialogue with national skaitders and the inclusion of climate change
indicators in sector budget support could encouthgedevelopment of renewable energy and

the implementation of multilateral environmentategments.

After the Communication on Disaster Risk Reductmopted in February 2009 and the Lima
declaration, Disaster Risk Reduction (DRR) is another cross-cutting issue. The EC has

provided €11 million in response to different natural disestie Ecuador (1996—2008).

Energy became a top priority for the EU after the Europ&vouncil of March 2007. Limited
access to energy services and heavy reliance ditidraal biomass are hallmarks of poverty in
developing countries such as Ecuador. Better adoesgstainable energy services is necessary
for economic growth and better quality of life. Bdor is making significant efforts to improve
its capacity to cover its energy needs throughasuable sources despite its large reserves of
non-renewable energy sources. In response to te#sds, the EC is preparing a Latin
American Investment Facility (LAIF) that would mdibe resources from financial institutions to
support projects in energy infrastructure, enerfficiency and renewable energy, transport,
environment and social cohesion. The promotion evfewable energy use could be a good

initiative to cooperate with the Ministry of the &ngias Renovables in focal area Il.



Migration has become an important and controversial issuthenEU and Latin America
relations. During the last ten years, South Ametes become characterised by intensive
emigration to Europe (Spain replaced North Ame@sathe main destination, with Ecuador
Colombia and Bolivia as the main source countrigsrfegular migration). On 30 June 2009, a
bi-regional EU/LAC Dialogue on Migration has beauched. The principal objectives of the
Dialogue include the identification of common ckaljes and areas for mutual cooperation as
well as building a stronger evidence base for EUCLAigration in order to better understand its
realities, based on therinciple of shared responsibility, strengthening the commaitt and

willingness of both sides to discuss migration éssu

Refugees,Ecuador is particularly affected by the inflow EHrge numbers of Colombian
refugees. According to the UNHCR, there are appnakely 135 000 Colombians in need of
international protection who have not requesteduasy The Government has implemented a
comprehensive assistance programme through itsaiodd Registration’ project and ‘Plan
Ecuador’. However, resources are limited and isteonal assistance is constantly requested.
Therefore concerted efforts are required to allevtae humanitarian situation of the refugee
population. In the period 2005-2010, the EC spe&f &illion on 29 projects in the North of
Ecuador, 14 of which are still ongoing. The intemens cover a wide variety of issues,
including human rights and sustainable developmaamd, are considered to have had a positive
impact on the situation of the refugees.

The EC is also engaged in the North of Ecuadorutiinathe Humanitarian Aid Office, which

covers the emergency needs of recently displacéah@aans arriving in Ecuador.

Drug-trafficking has become a growing problem in Ecuador. Secantythe rule of law have

deteriorated severely in Northern Ecuador throdgheffects of drugs production in Colombia
and trafficking routes through Ecuador. Partly agsponse to this, in December 2008 the EU
adopted a new Drugs Action Plan for 2009-2012, emq@nting the EU Drugs Strategy.

There are several regional projects on drugs wimctude Ecuador, such as COPOLAD,
PRADICAN and DROSICAN.

" The EU Drugs Strategy (2005-2012) was endorsatidEuropean Council in December 2004 and impleaaeby a first EU Drugs Action
Plan for 2005-2008.

10



The objective of the EU stratedgid for Trade’® is to bring developing countries into the

trading system and to use trade more efficientlpawerty reduction. Aid for Trade is a key
complement to trade negotiations and is deliveneépendently of progress in the negotiations.
Consistent with government policy and EC supporttiie@ focal area ‘economic development’,
Aid for Trade is useful to help Ecuador benefilyidtom its GSP+ trade advantages and thus to
work towards the eradication of poverty. Ecuadondiigs from several regional projects on
trade-related technical assistance (CAN-TRTA). Meas such as trade negotiation capacity
building, assistance in designing and implementirsgie development strategies as part of
broader national or regional development strategnsastructure and marketing development,
and capacity building to meet technical and phyoiary standards, customs and trade
facilitation international standards, quality asswe and other business services could be
considered for EC support.

Aid _Effectiveness AgendaEC cooperation with Ecuador upholds the principtds‘Aid

Effectiveness’, ownership, harmonisation, alignmenesult orientation and mutual
accountability set out in the Paris Declaration0&)0°.Last October, Ecuador was formally
added to the list of countries that have endorsedPtaris Declaration.

Through the establishment of tA&ECI (Ecuadorian Agency of International Cooperation) i
2009, Ecuador has made efforts to improve Aid Effeaess by supporting harmonisation and
alignment by all donors. In line with the Code adrduct of the EU, the seven European Union
Member States represented in Equator (Belgium, d&ianGermany, Italy, Spain, The
Netherlands, and UK) and the EU Delegation in Qd#epened in 2009 their coordination and
harmonization of cooperation. European coordinapiatforms were organized on all the sectors
supported by the EC and the EU Member States, ricpkr in education, economic and
environment sectors. Further leadership by the mowent, at sectoral level and at the level of
SENPLADES is still needed.

Non-state actors, local authorities and national hiament: Civil society and local authorities

are important partners not only in drafting EC carapion strategy, but also in implementing the
cooperation programmes.

® The EU adopted its Aid for Trade Strategy on 150Ber 2007, setting spending commitments on devedop assistance specifically targeted
at projects designed to help developing countrealbp the capacity to trade.

° These principles were translated into the ‘EU Cafd@onduct on Division of Labouf2007) and its objective is a better distributidniasks
between EU donors and it sets out 11 principlesdoce administrative procedures, use funds wheseare most needed and give more aid,
and more efficient aid, faster.
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The new Constitution further enhanced the roleiwf society by establishing a “fifth power’ to
assure participation and civil society control ogablic expenditure.

2.3 Results Performance and Lessons Learned

2.3.1 Country performance

Ecuador’s performance is certainly positive. Theegoment has made positive efforts to create
the necessary conditions to qualify for budget sup@nd has been committed to achieving the
objectives in the two focal areas. In general,itsbnal capacities, leadership and ownership
have increased as a result of sector budget suapaitl delivery modality.
In 2008, the government created a single accountht Treasury and continued with internal
reform to increase the efficiency of public finas@nd to establish multi-annual programming,
as provided for in the new Constitution, from 2@IQvards.
In theeducation sector the Government is implementing the Decennial Btdon Plan 2006—
2015 (DEP), which was adopted in 2006 by referendsince then, important progress has been
made in achieving universal primary education, mnprg education quality and eliminating
social inequities in the education sector.
On economic developmentthe government adopted several policies to retiineeconomy,
including cost production reduction, protectingioiaal production (e.g. raising quality standards
and import taxes on 940 consumer goods until dam@sbducts are competitive in price),
setting price controls and anti-speculation meastoebasic consumer goods, promoting decent
and equitable salaries, and taking measures tasuiye agricultural sector.

2.3.2 Cooperation performance:
Focal Area 1:Education
On 7 February 2008, the PAPDE I financing agreenveas$ signed and a first addendum
(PAPDE II) followed on 24 December 2008. A total&#8.2 million was committed following
approval by the DCI Committee of the AAP 2007 am®PA2008. The first instalment of a lump
sum of €8 million was made on 20 June 2008, based on aletbtnalysis of compliance with
the general and specific conditions. The 2009 insats referred to the first variable and second
and third fixed tranche, most of them transferrecbthe end of the second quarter.
The total sum disbursed in 2009 under sector busiggport was £€5.6 million, as all of the
general and specific conditions and the sectorcatdr goals had been fulfilled to the

Commission’s satisfaction.
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The third fixed instalment was paid to the Ministify Finance to support the reform of public
finance management, mainly through the institutisation and increase of coverage of the
system of public sector finances (eSIGE¥).

Complementary actions were contracted in order @ippsrt the education sector and
management of public finance for an amount of ugQ@d million. This includes the financing
and contracting of a PEFA study whose final reppexpected to be ready at the end of 2009, a
service contract for visibility actions and a gramntract for the promotion of civil society
surveillance of the implementation of the Decenidlcation Plan. Both contracts (service and
grant) started on 1 March 2009 and the contracier® selected following a local bid and a
local call for proposals under EC contracting ridad procedures.

Civil society supervision is well on track afteitial resistance from the Ministry of Education to
sharing statistical information and to being morgtbby a non-governmental organisation.

At present, the Ministry allows the civil societiyirtk-tank unlimited access to the electronic
master education data base. This is one of the fegryexperiences in the region of combining
sector budget support with civil society surveilarand monitoring.

During the two years of EC sector support to thdD&me significant results were achieved:

the application of evaluations for thd, 3" and 18 grades;

- the elimination of ‘voluntary’ contributions fno each student;

- alarge-scale literacy campaign in Spanish anidi@a;

- the creation of an undersecretary for plannimgl @ccountability in the Ministry of
Education;

- the implementation of a national educationalscesn

- evaluation of teachers with salary incentivastifimse working close to the northern
border,

- improvements in educational infrastructure agdigment;

- the supply of free uniforms, books and two dailgals.

- improvement of the teacher recruitment pssg(more transparent and based on merit)

10 The eSIGEF aims to strengthen the system ofigdinlance in Ecuador through planning, organisingordinating, monitoring and
assessment of internal processes in order to isereeganisational and technological capacity. Thielip non-financial sector entities to be
covered by this single public finance informatigistem will have to demonstrate timeliness, relighicomprehensiveness and transparency of
the information as key inputs for decision-makimgl @accountability.

13



Focal Area 2:Economic development

On 17 February 2009, the PASES | financing agreémas signed. A total of Z).0 million

was committed following approval by the DCI Commdttof the AAP 2008. The first instalment

of a fixed amount of 8 million was made on 9 July 2009, based on a leetanalysis of
compliance with the general and specific conditions

Despite the short time, some signs of progreskamtoductive sector during the last year can be

highlighted. The main one is the consolidation laihping as a tool to achieve policy objectives.

The NDP (Plan Nacional de Desarrollo) was drafted participatory manner and implies shared

responsibility of the different public sector irtgtions. It is evaluated every quarter by

SENPLADES"! through the Sub-Secretariat for Evaluation.

Moreover, in 2008 the government adopted sevedaies to stimulate the economy, mainly:

» Economic stimulus through reduction of productiavsts: at least a 2@ reduction on
electricity tariffs for the commercial sector. Arifa reform that includes substantial
reductions in tax on raw materials, inputs andtedgioods was introduced.

» Protection of domestic production: increased tghgsthe maximum percentage allowed by
the WTO) on some goods (940 items) make nationatiymtion cheaper than imports.
Furthermore, the campaigfonsume lo nuestrwas created to promote local production and
to protect jobs.

» Price control: the Government has implemented arognes and policy measures to counter
speculation, especially on basic goods.

» Fair and decent remuneration: in order to eradipatedisparities and achieve a progressive
equalisation of the family income with the familydget, the government prompted the
payment of fair wages to Ecuadorian workers inpieate sector.

* Elimination of outsourcing: outsourcing has beerolished in order to curb labour
precariousness.

* Encouraging and supporting the agricultural settomitigate the impact of rising food
prices and improve agricultural production: theigradl government’s measures include a
$70 grant to small producers to obtain fertiliseas, exemption from income tax for
agricultural producers, encouraging reinvestmeattp-zate VAT on agricultural inputs and
an increase in the number of food products tharare-rated for VAT.

11 . . e
Secretaria Nacional de Planificacion y Desarrollo
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Before the financial crisis, economic growth wasoreering in Ecuador. According to the
Central Bank, GDP increased by %3n 2008 (3.86 more than in 2007). Excluding oil, GDP
rose by 6.%6 in 2008, which was more than in previous yeahss means that economic growth
is not based on oil-related activities, so the econis less vulnerable in its dependence on oil.
Although there are no indicators yet, a tentatisactusion could be that EC cooperation on
sustainable growth has contributed to this posiieeelopment.

Lessons learned

1) A general lesson learned from EC cooperation withdgdor is thasector budget support
has performed well and proved suitable as an aidlaiitg. Budget support increased
government ownership, contributed to institutionlding and capacity building, and promoted
mutual accountability. Several projects in the edion sector financed by other donors, all
implemented through project support, have been kamapby institutional instability and a high
rate of staff turnover. The various autonomous eties units and weak integration into public
policy have prevented them from achieving long-teresults, particularly in terms of
institutional capacity. Taking into account theosty role of the state in development policies,
sector budget support offered the flexibility téest those aspects of Ecuador’s NDP in line with
EC policies for EC support.

2) Another lesson concerns the importancalmning EC cooperation with an established
sectoral policy. In the case of Ecuador, cooperation in both fasehs is not only linked to
specific sectoral policies, but is also based oseetoral strategy outlined in the National
Development Plan. As far as education is concerstaiments of success included the high
political priority of this sector as well as theopen capacity of Ministry staff to lead, design and
implement an ambitious and wide-ranging sectorah pl

3) A third lesson learned the importance of institutionalised coordination atnational level
between different actors such as the relevantrfimastries, the National Secretariat of Planning
and Development (together with AGECI) and the Miyisf Finance.

2.4 Quality Improvements

» Budget support may continue to be the preferred dalivery modality, given that the
requirements in terms of sector policy, public fio@l management and macro-economic

stability are met.
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Cross-cutting issues, especially climate changdigeamous peoples and gender, need to be
integrated more systematically in both focal are@iis could include supporting the
Government in its expressed intention to work tasan economic model that increasingly
takes into account social and environmental fachyrsntegrating environmental impact

assessments/evaluations in all programmes.

Disaster response and preparedness are assure@ BCBO, the European Commission's
Humanitarian Aid Department. In this regard, ifpesticularly important that synergies are
consolidated and opportunities for LRRD (Linkindiee Rehabilitation and Development)
sought, and coordination of the planned projectth vihe programmes of DG ECHO

including its disaster preparedness programme, DHRE, strengthened.

The concentration of EC cooperation in two sectwas proved to be very positive and
should be continued. The strategy for Ecuador féated in the CSP 2007-2013 gives
continuity to EC cooperation and enhances the pialility of EC aid.

It is also important to increase synergies withttiematic and the regional programmes, for

instance with sub-regional and regional initiatie@senergy and the environment.

Technical assistance with implementing trade ages#sn and building the relevant
institutional capacity may be considered in orderhelp Ecuador benefit from these

agreements.

For Ecuador to fully benefit from the EC endeavisrsthe second focal area, economic
development, it would be essential to adhere tooparkets. For the moment, Ecuador has
gone in the opposite direction of increasing basrie trade (even though it remains within
WTO rules)®> The EC could support the search for new oppoiesifor trade and
investment, strengthening competiveness and rdseé&rcinnovation as well as the
modernization of production, facilitation of tradéhe transfer of technology and the
promotion of strategic sectors. EC may promote, farganic trade as well as trade in
services creating new opportunities for SMEs anadtrdouting to local economic

development.

2 on Dec the 26, President Correa confirmed that Ecuador was gmimgadually remove all safeguard duties set upeabeginning of
2009 to protect Ecuador’ production
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* It could be examined whether or not to steer modesburces towards supporting light
institutional strengthening of the FP7 ContactsisThay then involve supporting activities
making the FP7 Contact work more systematic, betégionally networked and for
increasing visibility and interaction with Europesgsearch actors so that research teams
from Ecuador get more often invited to join strarupsortia that compete in the bottom-up
process for FP7 project funding.

2.5 Conclusion

To conclude the analysis of the Mid-Term Review @)Tof the Country Strategy for 2007-

2013, we can state that it is not necessary togeh#ime two focal areas. The EU'’s strategy for

Ecuador as set out in the CSP 2007-2013 givesmotytito EC cooperation and enhances the

predictability of EC aid.

The MTR confirms the relevance of the two focalagr@f EC cooperation after taking into

account developments in the country, EC policyrires and commitments and the international

economic and political context. New EC policy cortiments and cross-cutting issues such as
the environment, in particular climate change, Wil integrated in EC cooperation through
dialogue with the Government of Ecuador.

Based on the previous NIP and following consultegivith civil society, Member States, and

the Government of Ecuador, the National IndicaBvegramme Il (NIP 11) is presented below.

3. THE NATIONAL INDICATIVE PROGRAMME (NIP 1) 2011 -2013

EU-Ecuador cooperation amounts th3& million (2007-2013). Tha&llP | received 586 (€75
million) andNIP Il will receive 436 (€62 million) to be committed in 2011-2013.

The priorities are:
- To improve the performance of governmental sogglending on education

- To promote sustainable economic opportunitiesdupporting the development of SMEs

It is proposed to increase NIP Il funds by additional €4 million to support the eventual
implementation of the EU-CAN multiparty trade agremt currently under negotiation. All
actions funded by the EC will take account of crasting issues including human rights,
gender equality, democracy, good governance, titgsriof children, the rights of indigenous

people, conflict prevention and the protectionha €nvironment, in particular climate change.
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3.1 Financial Provisions
The focal areas will maintain their relative shareler the NIP Il. Consequently, for 2011-2013
it is proposed to devote 55% of the remainir@®€nillion to the education sector3€ million)
and 43% to economic developmentZ8 million).
3.2 Indicative Priorities of Cooperation

3.2.1 To improve the performance of governmentatisl spending on education
The intervention rationaleis that the EC considers education to be a fundtahdéactor in

sustainable human and social development. EC suppdine education sector should help the
country to implement its human rights obligationsd acommitments and to achieve the
Millennium Development Goals.

Theglobal objectives to improve the quality of and access to edoocati Ecuador.

Thespecific objectives are:

» to eradicate illiteracy;
» to eliminate social inequities in the educationteec
» to improve the quality of teaching.

Theexpected resultnight refer to:

« achieving universal basic education and consotidatbntinuous education for addfts
* improving the quality and equity of education stamald
» establishing an evaluation system to improve thalityu of the teaching system,
empowering teaching staff through professional tgreent and improvement of their
living conditions (especially for the rural sector)
By agreement with the Ministry of Educati@pecific activitiedinanced under thBlan Decenal
de Educaciér2006-15 (DEP) may include:

» literacy campaigns, the design of a new curricufomBasic Education for Adults (BEA)

and implementation of a campaign of basic educdtioadults;

* improving the quality of education standards by lenpenting a National System of
Evaluation: a national system for evaluating knalgks institutional management and the
quality of education according to internal standaalpublic information system; the design
and implementation of new curricula (initial, baaitd secondary education);

13 These specific objectives may change as a refsdéttailed planning and dialogue with the Govezntronce the EC annual action plans are drafted.

14 Amongst the adults the illiteracy rate is estimatedround 9.1%, 15.5% in the rural zones
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» improving the professional development of teachmsrsncreasing the number of training
courses and improving their working and living cbioths: construction and application of
new curricula of initial and further professionedihing and teacher evaluation; incentives
for teachers to work in remote areas; incentiveskell to performance and/or
commitment/dedication.

» Other actions on which international support is imu=eded, as recently reported by the
Ministry of Education, are: the establishment of amernet platform of teaching
technologies, the founding of a Teaching Universitd the inclusion of children with
disabilities in education.

Stakeholders and beneficiariegre the Ministry of Education, in charge of plamiand
implementing the plans and programmes of natiomiaication (primary and secondary) and
educational bodies at regional and local level Ni@istry of Finance, the National Secretariat of
Planning and Development, civil society organisaijocommunication media and the National
Assembly and other national control bodies. Thenmaeneficiaries are of course Ecuador’'s
children, but also adults enrolled or wishing taaérin some form of education, as well as
(present and future) teachers and all others irgbia education.
Amongst the biggegtisks, we can mention: (i) the large number and diversit participating
institutions, (ii) possible cuts in the public secbudget as a consequence of the international
financial crisis and (iii) resistance against stuual reforms by the teachers’ trade union UNE
Theassumptionsare that the Government will be able to cope wWitheffects of the international
crisis and maintain acceptable macroeconomic gtabihd that the political will to go ahead with
improving public financial management efforts wémain unchanged.
An indicative list of indicatorsmay include those listed below which are usedttier currently
ongoing programme in the education sector:

- The % share of education sector on the GDP

- Net rate of children’s enrolment in general basiacation;

- Repetition rates in basic education;

- Reforms undertaken by the government to incréaseguality of and access to education;

- Average qualification of teachers at each edooatilevel.

15 from 3.07% in 2007 to 3.6% in 2008.
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In drafting the new education programme underNHe for 2011-2013, other indicators might

be set depending on the specific objectives. Albwsand yearly targets for each indicator will

be set as done for the above indicators under the flr 2007-2010, in accordance with

the Ecuadorian National Development Plan.

3.2.2. To promote sustainable economic opportwestby supporting the development of SMEs

Intervention rationale The EC considers that an increase in per capitane via employment

generatiof will help the country to reduce poverty and toiach the MDGs.

The global objectiveis to support the Government in its efforts tovgastistainable economic

development improving the living conditions of ghepulation.

Thespecific objectivesare:

Establishing a sustainable economy of solidarityypleasising improvements in
production and economic growth taking into accatlnat distribution of revenues and
environmental impacts

to reduce unemployment and underemployment (theétopunas a precarious labour
structure, with high levels of unemployment andyaball, underemployment)

to strengthen the productive sector by supportiegcompetitiveness of SMEs.

Theexpected resultsay include:

Strengthening the productive, structural and iaSthal aspects of productivity,
competitiveness and market access in rural, pearurand urban areas, including
providing opportunities for decent work;

Improving agricultural and agri-industrial prodwaty; implementation of strategies to
generate employment; production of goods and seswuth added value for the domestic
and external market;

Deriving maximum benefit from the opportunities ated by regional integration and trade

agreements

The specific activitiegould include:

o

Supporting the implementation of an integrated esystfor monitoring and evaluating

public economic instruments (strategies and pragreas);

16 strongly influenced by the economic operatordltgltib create, assimilate, adapt and use scierkifowledge in
organisational and technological innovation.
It is proposed to increase NIP Il funds by an toldal €4 million to support the implementationtoé EU-CAN multiparty trade

agreement currently under negotiation.
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0 Supporting economic and political dialogue with puiblic and private sectors;

0 Promoting coordination among donors involved inreguic development.

0 Possible institutional support to Ecuador-EU sdfenand technological cooperation by
enhancing access of Ecuadorian teams to the EURegearch Framework Programme and
greater uptake and use of research results in SMEmiinistrations and other socio
economic actors.

An indicative list of indicatorsmay include those already used for the currentigoing
programme in the economic sector

- Implementation of an integrated system of ecowamnd productive indicators;

- Growth of non-oil industrial GDP;

- Ratio of non-oil manufactured exports.

Other indicators might be defined with the natloaathorities, in the framework of the new
programme. A baseline and yearly goals for eackt@tar will be established, in accordance with
the National Development Plan, as it was done upderious programme.

Stakeholder and beneficiarieare the relevant Ministries (e.g. Labour, Induskigriculture and
Trade); the institutions involved in planning, dgsng and implementing relevant programmes,
SENPLADES and the Finance Ministry. Other staketddnclude local and regional authorities
such as regional councils and municipalities. Tkedhiciaries include SMEs, producers’ and
exporters’ associations, micro-finance organisati@yricultural service providers, and Chambers

of Commerce and Industry.

Risks and assumptions
The success of the programmes to be supporteuelly@ will depend on the following factors:
. reducing social and political instability in Ecuado
. the economic situation: the financial crisis cohlave a negative impact on productive
sector investment:
. effective application of the principles of the neanstitution.
The assumptions that, despite uncertainty due to the intermaidinancial crisis, sufficient
macro-economic and fiscal stability will be maintd, with priority for social and productive

investment.
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ACCRONYMS

AGECI

BEA
CAF
CANTRTA

COPOLAD
CSP
DEP
DROSICAN
DRR
EC
EOM
eSIGEF
EU
EUEI
FARC
GDP
IADB
IMF
IOM
MDG
MoFIN
MTR
NDP
NIP
OAS
PAPDE

PDE

PEFA
PRADICAN
SBS
SENPLADES

SME
UN
UNE
UNHCR
UPR
wB

Agencia Ecuatoriana de Cooperacion Inteoradi (Ecuadorian Agency
for International Cooperation)

Basic Education for Adults

Corporacion Andina de Fomento (Andean DevelapnCorporation)
Proyecto de Cooperacion UE - Comunidad iAacen Materia de
Asistencia Técnica Relativa al Comercio

LA and EU Programme of Cooperation in@mnig policies
Country Strategic Paper

Decennial Education Plan

Support for the Andean Community in theed of Synthetic Drugs
Disaster Risk Reduction

European Commission

Electoral observation mission

Proyecto de Administracion Financiera @it& Publico
European Union

European Union Energy Initiative

Fuerzas armadas revolucionaras de Colombia

Gross domestic product

Inter American Development Bank

International Monetary Fund

International Organization for Migration

Millennium Development Goals

Ministry of Finances

Mid-term review

National Development Plan

National indicative programme

Organisation of American States

Programa de Apoyo al Plan Decenal de EddcdBirogramme of
support to the Decennial Education Plan)

Plan Decenal de Educacién (Decennial Educ&tiam)

Public Expenditure and Financial Account#pili

Project on Anti-illegal drugs in the Arale Community

Sector Budget Support

Secretaria Nacional de Planificaciéneg&rollo (National Secretary of
Planning and Development)

Small and medium enterprises

United Nations

Unién Nacional de Educadores (Teachers Natidnan)

United Nations High Commissioner for Refugee

Universal Periodic Review

World Bank

22



Annex 1: Ecuador Data Profile

ECUADOR

2000 2005 2007 2008
World view
Population, total (millions)# 12.31 13.06 13.34 13.48
Population growth (annual %) )+ 1.4 1.1 1.0 1.0
Surface area (sg. km) (thousands) 7 283.6 283.6 283.6 283.6
Poverty headcount ratio at national poverty line (%
of population) )#
GNI, Atlas method (current US$) (billions) = 16.46 35.23 42.06 49.10
GNI per capita, Atlas method (current US$) )+ 1,340 2,700 3,150 3,640
GNI, PPP (current international $) (billions) = 54.50 83.40 94.77 104.65
GNI per capita, PPP (current international $) )« 4,430 6,390 7,100 7,760
People
Income share held by lowest 20% )+ .. 3.3 3.4
Life expectancy at birth, total (years) )+ 73 75 75
Fertility rate, total (births per woman) )+ 2.9 2.7 2.6
Adolescent fertrlllty rate (births per 1,000 women 85 83 83
ages 15-19) )z
antraceptive prevalence (% of women ages 15-49)
)E
Births attended by skilled health staff (% of total)
)&
Mortality rate, under-5 (per 1,000) )+ 32 25 22
Malnutrition prevalence, weight for age (% of
children under 5)
Immunlzat[on, measles (% of children ages 12-23 84 93 99
months) )z
Primary qompletlon rate, total (% of relevant age 08 106 106
group) )=
Ratio of girls to bpys in primary and secondary 100 100 100
education (%) )=
Prevalgnce of HIV, total (% of population ages 15- 0.3 0.3 0.3
49) )=
Environment
Forest area (sq. km) (thousands) 118.4 108.5
Agricultural land (% of land area) )z 29.1 27.3 ..
Renewable internal freshwater resources per capita 32,38
(cubic meters) )z 5
Improved rwater source (% of population with 88
access) )=
Improved sanitation facilities, urban (% of urban 90
population with access) )z
Energy use (kg of oil equivalent per capita) )+ 674 789
CO2 emissions (metric tons per capita) )+ 1.7 2.2
Electric power consumption (kWh per capita) )= 654 714
Economy
GDP (current US$) (billions) = 15.94 37.19 45.79 52.57
GDP growth (annual %) )1 2.8 6.0 2.5 6.5
Inflation, GDP deflator (annual %) )= -7.0 7.5 7.0 7.8
Agriculture, value added (% of GDP) )+ 7 7 7
Industry, value added (% of GDP) )z 35 36 36
Services, etc., value added (% of GDP) )z . 58 57 57
Exports of goods and services (% of GDP) )+ 37 31 33 36
Imports of goods and services (% of GDP) )+ 31 32 33 39
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Gross capital formation (% of GDP) )+ 20 24 23 24
Revenue, excluding grants (% of GDP) )+
Cash surplus/deficit (% of GDP) )#
States and markets

Time required to start a business (days) )= .. 69 65 65
Market gapltallzatlon of listed companies (% of 4.4 8.6 9.3 8.7
GDP) )z

Military expenditure (% of GDP) )7 1.7 2.6 2.9 2.9
Mobile cellular subscriptions (per 100 people) )+ 4 48 75 86
Internet users (per 100 people) )+ 1.5 7.4 8.6 9.7
Roads, paved (% of total roads) )+ 19

High-technology exports (% of manufactured 6 9 7

exports) )¢

Global links

Merchandise trade (% of GDP) )= 54.2 54.8 61.6 70.8
Net barter terms of trade (2000 = 100) )« 100 102 114

External dgbt stocks, total (DOD, current US$) 13,55 17,06 17,52

(millions) = 7 5 5

Total debt service (% of exports of goods, services

. . 25.9 29.5 18.7
and income) )=
Net migration (thousands): -300 -400
Workers remltta_nces and compensatlo_n_of ) 1,322 2,460 3,094 3,200
employees, received (current US$) (millions) =
Foreign c_llrect |nrvestment, net inflows (BoP, current 720 493 183
US$) (millions)z
Official development assistance and official aid
(current US$) (millions) = 146 208 215
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ANNEX 2: NIP Il table

2011-2013 Total
Sector 1: Education
34 34
Sector 2:
Economic Development 28+4* 32

* Support to the multi-party trade agreement implemertation
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Annex 3: Environmental Profile

Ecuador, located on the northwestern coast of SAutlerica, comprises continental territory
and the Galapagos Islands. It has four distincgggahical regions (coast, highlands, Amazon,
and the Galapagos Islands), each with a uniqueatdéimnd environment.

Because this ecological variety is spread acroselatively small country, Ecuador is a
biodiversity hotspot, with one of the greatest @& of unique species in the world. The
potential for Ecuadorians to benefit from this dsiyy — through forest management,
sustainable fishing, ecotourism, and watershed gemant — is enormous. Ecuador’s
environments are threatened, however, by socianauic, political, and external pressures,
including the ongoing conflict in neighboring Colba. Ecuador’'s deforestation rate is the
second highest in South America and the highestngfAmazonian country. In total, between
1990 and 2007, Ecuador lost about 21.5 percentsdbrest cover. The deforestation rate has
increased by 17 percent since the close of thesl9®@rming levels of over-fishing affect the
Galapagos Marine Reserve, the world’s second lapyetected marine area.

Geography and climate

The Ecuadoreacoastal plainis, proportionately, much larger than the cogsi@hs of the other
Andean countries. Its climate and eco-systems eangiderably from the north (tropical rain
forest) to the south (semi-arid). It is heavily ptagted and exploited, being the most important
area for agriculture (bananas, rice, etc.) andctdtle raising. The country’s largest city and
industrial and commercial centre, Guayaquil, isated here where the Guayas River runs into
the sea. The climate is tropical with high levelgecipitation during the rainy season. Serious
flooding is a problem that returns every year agsches catastrophic proportions when the ‘El
Nifio’ phenomenon occurs.

In northern and central Ecuador, tim@untain areaconsists of two parallel cordilleras, here and
there joined by transversal elevations. Landscapgsates and eco-systems are very varied, in
so-called micro-climates. One finds green meadawaslakes very close to pure desert areas. In
the southern part of the country the Andes spiitts & more complex system of mountain ranges
and valleys and the climate becomes drier. Sinaeadéar is located on the equator (between
parallels 1.3° North and 5° South) the climate asmer than in Bolivia and Peru, on equivalent
altitudes.
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The eastern third of the Ecuadorean territory &iasif theAmazon tropical foresiThe northern
part of this area is heavily affected by humanvaats; oil exploitation began here in the
beginning of the 1970s and was followed by a disdydmmigration of settlers. The forest areas
in this part of the country are being severely dgedaby the oil business (deforestation and
contamination of water and soils) as well as bygiog and inadequate agriculture and cattle
raising methods. The area closest to the Colombader is affected by coca fumigation done

under the Plan Colombia.

Biodiversity of Ecuador

Despite its small area, Ecuador is the eighth mosiodiverse country on Earth with one of the

major quantities of species of animals and plantsgy km?>.
Plants: almost 2000 species

Birds: over 00 species

Reptiles and amphibians: more than 840 species
Mammals: 341 species

Number of native tree speciedd0
o Critically endangered: 240

o0 Endangered: 669

o Vulnerable: 923

2" most diverse country in endemic vertebrates pity ofi territory

3 country with the greatest diversity of amphibianthe world

4™ most diverse country in birds (% of world species can be found in Ecuador)

5" most diverse country in butterflies Papilionidaetie world

11 of the 121 areas with greater importance togovedirds in the world are in Ecuador

Ecuador houses 124 species of hummingbirds
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Biodiversity & Conservation Conservation of Tropical Andes/Quito’s Water Supyagated in

the tropical Andes, Ecuador’'s Condor Bioreservaaaos great biodiversity, including nearly as

many bird species as found in the continental Un8éates. It is also the main source of water

for the Quito metropolitan area.

Galapagos Marine Biological Reseryde Galapagos Islands, located approximately 60&m
off the coast of Ecuador, are home to a wide wagéiplant and animal species, many of which
are found nowhere else in the world: the Galapagudsise, the world’s only seagoing lizards,
the flightless cormorant, Darwin’s famous finchasd the Galapagos penguin. Although the
surrounding waters and 9@ of the islands’ area are protected as parksatba suffers from
overfishing, overgrazing, and unsustainable toumasih agriculture.

Amazon Basin and Northern Bordgtuch of Ecuador’s globally significant biologicdiversity

is concentrated in the northern border and AmazasirB provinces, forming an arc from
Esmeraldas to Pastaza. These unique resourcesoareumder increasingly serious threat,
including the growing spillover effects of drugatdd violence in Colombia. In large portions of
this area, indigenous peoples groups and terrgarém constitute a first line of defense against
biodiversity loss. Starting in the northwest, Eawadontains key portions of the Choco-
Darien/Western Ecuador biodiversity hotspot. Moveasgt, western Sucumbios province (with
Colombia to the north and Peru to the east) buffees Cayambe-Coca and Sumaco Napo-
Galeras ecological reserves to the south. Cayandoe-@portedly has more plant and animal
diversity than any other protected area in the tguSimilarly, the largely unexplored Sumaco
Napo-Galeras is incredibly rich in flora and faunéh an almost unbelievable 20 of all flora
sampled identified as species new to science. émdigs Cofan and Quichua populations live in
this area and both reserves are part of the l&gador Bioreserve, Quito’s primary watershed.
Further east in Sucumbios is the Cuyabeno WildRéserve, one of the world’s seven known
Pleistocene refuges (areas harboring species adeeliminated during the last Ice Age) with
unusually high levels of species found nowhere efsearth. Cofan, Siona-Secoya and Quichua

speakers live near the Cuyabeno and rely on itairess for their survival.

Finally, the arc bends south into Orellana andhesrt Pastaza provinces in the Amazon Basin.

Here one finds Yasuni National Park, with almost omllion hectares of exceptional biological
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value (e.g., giant river otter, jaguar, harpy eaf species of snake). Adjacent to Yasuni is the
Huaorani Indigenous Territory with 6000 hectares that have been declared a UNESCO
Biosphere Reserve. Shuar and Quichua speakerstase this area of extraordinary diversity.
Indigenous peoples living in this region are Ecuadpoorest and most vulnerable, yet they
control huge areas of primary tropical forest. Ehgsoups are threatened by lack of security and

exposure to risks related to drug production.

Forestry

The Minister of Environment gave the Awa’s indigagaaommunities full legal title to 1@@0

hectares located within the National Forestry Rairly, a precedent for human rights and
conservation in Ecuador. Ecuador suffers the highete of deforestation of any Amazonian
country — primarily as a result of increased acces®nisation, oil and timber exploration, lack

of incentives for conservation, insecure landgitlend weak public institutions.

Ecuador also has the distinction of having the é#gjldeforestation rate and worst environmental
record in South America. Oil exploration, loggirend road building have had a disastrous
impact on Ecuador’s primary rainforests, which noawer less than 15 percent of the country’s
land mass.

It is estimated that the annual deforestation vatees between 140.000 and 200.000 hectares per
year Logging in Western Ecuador (coastal and lowle®sm) areas is responsible for the loss of
99 percent of the country’s rainforest in this oegi Historically, after an area has been
selectively logged and abandoned, settlers follagging roads and set up homesteads, slashing
and burning the surrounding forest for agricultwed cattle pasture. The impact of oll
exploitation in Eastern Ecuador is now notorioug assult of a long-running@billion lawsuit
involving 30000 Amazon forest dwellers and Texaco, once onthefworld’s largest energy
companies but now part of Chevron. In the 25 y#zas Texaco operated in the Oriente region
of the Western Amazon, the oil company spilled lilfion gallons of crude oil into the local
river systems (by comparison, the Exxon Valdez apgiled 11 million gallons in Alaska in
1989), dumped more than 20 billion gallons of todidling by-products, and cleared forest for
access roads, exploration, and production actsvithes of the mid-1990s, lands once used for

farming lay bare and hundreds of waste pits renthine
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In August 1992, a pipeline rupture caused a@i®Bgallon (1.04 million L) spill which caused
the Rio Napo to run black for days and forced ddve@sn Peru and Brazil to declare national
states of emergency for the affected regions. @aityi it appeared that Texaco might pull out of
the Oriente without reparations to the people whasgronment was so seriously degraded, but
widespread protests by indigenous peoples, envieatatists, and human-rights organisations
forced Texaco into negotiations. Texaco projectsdciean-up costs at a moderate 8BS
million. In response to the insufficient clean-upsture, along with widespread environmental
degradation.

The report by a court-appointed team last year§200ncluded that pollution caused mainly by
Texaco’s Ecuadorian affiliate, Texaco Petroleund lea to 2401 cancer deaths in this stretch of
Amazonian jungle. By the close of 2005 the caseanagaarent company Chevron was still
being fought in U.S. courts and was beginning toobge an issue for shareholders in the oil
company. Facing a six- billion dollar liability, gdrcompany has also seen shareholders file three
new resolutions asking Chevron’s management tovakeus steps to protect human rights, the
environment, and shareholder interests. The Umitetibns has also gotten involved in the case,
calling on the Ecuadorian government to guarariteesafety of lawyers and leaders involved in
the lawsuit after a series of threats.The legad eaghe first time a transnational oil company has
been subjected to legal jurisdiction in the coudfs a developing nation for massive
environmental damage. A New York court has alrezalyfirmed the Ecuadorian ruling will be
enforceable in the United States, where Chevropésations are based.

If the judge rules against Chevron, and action Wiy happen in the first semester of 2010,
the company could face the largest damages awamdhended down in an environmental case,
dwarfing the $.9 billion awarded against ExxonMobil for the 198l in Alaska

The government has taken steps to conserve whainsraf Ecuador’s wildlands. According to
the ITTO, the government subsidises the establishofeplantations of native species in danger
of extinction and establishment of protection ftse3his incentive could prove promising since
more than 50 percent of Ecuador’s land is degradetsuitable for reforestation. As of 2004,
15.6 percent of Ecuador was officially protectedough timber harvesting and other forest
exploitation in protected areas is not uncommon.
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Conservation of Biodiversity and the fight againstClimate Change: Ecuador has designed
the so called Yasuni-ITT Initiative in order to peothat there are viable and concrete
alternatives for the conservation of the biodivgrsiasuni is a national park, and a world
biosphere reserve declared by UNESCO, locatedaretuadorian amazonia where it could be
found in just 2.5 acres, nearly as many tree speasein the US and Canada combined. The
number of species of birds, bats, insects, fragh, ind aerial plants in Yasuni represent global
records.The government of Ecuador proposes inittitiative that, by avoiding oil exploitation
in an area of vital biological and cultural importe, the country will contribute to the
conservation of biodiversity, to the fight agairtimate change, and the promotion of social
equity in the country. In return for its decisiankeep the oil in the Yasuni-ITT field indefinitely
underground, Ecuador seeks to receive internatidoahtions that will go towards a capital

fund, administered by an international trust furithkhe participation of the main donors.

Water

In the case of Ecuador, in the lowlands both to ¢ast and west, there is still, generally
speaking, enough water to cover all the needs, flanking water to water for irrigation and
other use. However, for the mountain area it is rabear that serious legal and institutional
measures will have to be taken in order to ach#&ésastainable water management. While there
is still no hard evidence that precipitation wobhkl/e decreased in general, there are many areas
where consumption of water, particularly for irtiga, is exceeding the normal supply,
sometimes very much so. Also, there is a probleth miotection of water sources, especially in
the so-called ‘paramo’ areas, which are high larabms, with a very important capacity for
storage of rain water; these are being increasidgiyaged by the advance of the agricultural
frontier. With regard to water use and protectiorgeneral, including water for domestic and
industrial use, there is something of a legal amtitutional chaos, where certain aspects are
being looked at by different agents at the same @md where other aspects are forgotten by
everybody.Of the five Andean countries, Ecuadothis one with the highest proportion of
irrigated agricultural land in relation to the totaltivated area (5%). Unfortunately, there is
and has never been any adequate long-term plaohiwgter use. Numerous water concessions
have been given without sufficient basic information available resources and irrigation

projects have been implemented, and keep being@tbby different actors, without any kind of
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social, or even private, cost-benefit analysis. Theuadorean state has implemented a
privatisation process of irrigation systems andehagill (for the foreseeable time) be no more
national, public investment in irrigation systenktéowever, many existing systems and not
completed systems, do need considerable investamehtmproved management in order to be
adequately used.

Soils and agriculture

Since the 1960s, two parallel agricultural systémage developed iBcuador: the modern large-
scale establishments (haciendas) and the develdapmheéhe peasantry. The haciendas can be
differentiated according to the space they occupg their orientations with regard to the
market. On the one hand there are the big planttia the coastal area which produce
foodstuffs for export (traditionally bananas butremoecently a variety of fruits and vegetables)
and the cattle ranches and the oil palm plantatibased on the advance of the agricultural
frontier and the reduction of forested areas. Tlasethe ones that cause most damage to the
soils, both by deforestation, overgrazing and imappate use of agrochemicals. On the other
hand, there are small farmers dedicated to coffidecacao production for export and cultivation
of rice, corn and other cereals for the domesticketawhen they are located on more or less
level land, they do not appear to be too harmfuth® soils.In the mountain area, the big
haciendas are mainly oriented towards milk productand recently flowers. The small farmers
are now divided between those who occupy land odgguality and have some proximity to
markets and communication — and those who occupyrthuntain sides with more fragile soll
cover and more difficult climate; the latter comdiproduction for the market with production
for subsistence. No less than%3of the territory in Ecuador is located on slopath different
degrees of inclination; 2Zb is on extremely steep slopes.

In the mountain region, the agrarian reform proegssd the systems of inheritance have caused
a severe fragmentation of land ownership in areascely appropriate for agriculture (including
the ‘paramos’); the end result is an enormous pressn the land and the destruction of soils
(and water sources). The pattern is very simildh#&one that prevails in many parts of Bolivia.
The European Commission has supported several cggoja Ecuador, directly related to
environmental matters: Utilisation of Mangrove Rases in the Manabi Province; Conservation

and Management of Native Andean Forest in the Sdugltural Resources Management in the
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Pastaza Indigenous Territory; and Sustainable @bod&nagement in the Machalilla National
Park

These projects, starting around 1997-98, have beeroderate size and duration and there is no
digested information readily available on theiules

In April 2002, the EC and the Ecuadorean Governnsggiied a financing agreement for the
project ‘Development of the Paute River Basin’ (fedl), with an EC contribution of 11 million
euros. This project grew out of a previous EC foehproject (Paute 1) in the same area, aimed
at rehabilitation and reconstruction after the dasefina’ landslide disaster in 1993. The general
objective of the second Paute project is to imprivieg conditions for the rural population
(230000) in this river basin (520 ha), with emphasis on poverty reduction andrenmental
conservation. The project finalised its activities2008 and was succesful in reaching its main
objetive, to create the Water Management Councitfe Paute Watershed (CG-Paute).

Another important programme is PRODERENA ‘ProgramfigreSupport to the Decentralised
Management of Natural Resources in Three ProvimeceNorthern Ecuador’. The Financing
Agreement was signed in January 2004, and PRODER#®&MNAend its activities in January
2010. After a slow star the programme has beere quitcesful in the jecution of its activities,
also it has served to improve the relationship betwthe Minsiter of the Environment and the
Provincial Governments of Imbabura, Carchi and Eatdes.

Other cooperation agencies also have importantviges in environmental matters. The
Galéapagos is an attractive area both for multitdtand bilateral official and private cooperation.
In addition to this, it should be mentioned thatri@an, Belgian, Spanish, Dutch and Italian
cooperating agencies are acting in various envieelated projects, dealing with rural
development in general, river basin management raadagement of protected areas. The
Netherlands, however, will withdrewofficial techalccooperation with Ecuador as of 2005.
German, Belgian and Spanish cooperating agencieaimeas important actors and should be

given attention by the EC in future programming\aioes.
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Annex 4: Migration Profile *®

Ecuador's geographical varias/nearly matched by its diverse migration pageithough it is
a small Andean country of approximately 13.3 milljpeople, Ecuadorians are one of the lai
immigrant groups in metro New York and the secaddst immigrant group in Spain. In -
past 25 years, Ecuador has experienced two majeesnaf emigration, sending 10 tol5 perc
of Ecuadorians overseas, mostly to Spain, the drifates, Italy, Venezuela, with a small
growing number in Chile. While the country contisue experiencemigration, the number
immigrants, particularly Peruvians and Colombiamss increased in the last five years. N
Peruvians are economic migrants, and the majofitCaombians are refugees, escaping
escalation of armed conflict since 2002 ahd hardships created by drug eradication prog

(spraying coca crops) in southern Colombia.

The newly elected president, Rafael Correa, hasheshout to Ecuadorian communities over:

and has promised to incorporate them into the eoamnand political life of Ecuador.

Ecuadorian Emigration since the 1960sThe provinces of Azuay and Cafiar, and Ecua
third-largest city, Cuenca, formed the "core" migrsending zone in Ecuador in the 1970s
1980s. In particular, the main sending communitiesthese areas practiced subsiste
agriculture and had a tradition of women weavingdPaa hats for export to New York and
seasonal migration to the coast. When the Panamadue declined in the 1950s and 19
pioneer migrants, mainly young and Imaused this trade connection to migrate to Newk}y
most of them without legal documentation. Most veatkin restaurants as busboys
dishwashers, and a smaller number worked in faagait construction. Migration remained s
but persistent duringhe 1970s; migrants from numerous communities inafzand Cafie
provinces joined the clandestine migration netwahlie led people through Central America

Mexico en route to the United States. A small numdfeEcuadorians migrated to Venezu

18 SourceBrad Jokisch, Migration Policy Institute, Ohio University (2007) “Ecuador: Diversity in Migration”
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whose oilled economy was strong through the 1970s. As @kprfell in the 1980s, Ecuadori
migration to Venezuela appears to have diminishékie many countries in Latin Americ
Ecuador in the 1970s experienced economic growmthirproved living conditins. But in thi
early 1980s, oil prices collapsed, causing a debis¢ an increase in inflation, and a dram

decrease in wages.

The crisis, Ecuador's first since 1960, was pddrtyionerous on subsistence farmers, thous
of whom opted to emigrate as a result. Most oféhagyrants paid intermediaries eeyotes or
document forger —for clandestine passage to the United Stateswinetmingly to metro Ne\
York, but also to Chicago, Miami, Los Angeles, avithneapolis. Some migrants were alte t
borrow the money from relatives, especially a clodative living in the United States; oth
borrowed from informal economy money lenders. Eowiath men commonly worked
restaurants, and many women worked in sweatshopss arleaners in office Hdings. The
Immigration and Reform Control Act of 1986 grantedal permanent resident status to 16

Ecuadorians, many of whom have been able to usdetal status to sponsor family members.

Low oil prices and floods that damaged export cramsuged with political instability an
financial mismanagement, caused a second economsis @ the late 1990s. The natio
currency, the sucre, lost more than tinods of its value, and the unemployment rate tosg5
percent and the poverty rate to pércent. The crisis was directly responsible feeaond wav
of emigration, which sent more than half a milliBauadorians overseas from 1998 to 200-
contrast to the previous wave, this one was brodglmigrants came from every province,

theywere more urban and somewhat better educatedateeycame from various ethnic grot
including members of the Saraguro and Otavalo embgs groups. Instead of the United St:
the vast majority of these migrants chose Spainehtomonly a handful foEcuadorians at tf
time. The main reason: an existing agreement aticdk@iadorians to enter the country as tou
without visas (the law changed in 2003, see sidebadeed, the majority of the first migrants
Spain were women who posed as tosgristften with the help of Ecuadorian travel agesncle
addition, Spain offered plentiful, loskilled work in the informal economy, and migradid not
have to worry about language differences. Most womerk as domestics while men have fo

employmen in the construction, agriculture, and serviceustdes. In addition to Spai
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Ecuadorians also went to several other western d&aro countries, most notably Italy, w
smaller numbers to France, the Netherlands, Germang the United Kingdom. Tiginec
borders in Central America and greater surveillagicthe USMexico border made clandest
migration to the United States more expensive atgerous than migration to Spain. Yet

United States has remained an important destination

From 2000 to2005, an average of 9,196 Ecuadorians per yeainat legal residency. T
number who have overstayed visas or entered withotltorization is unknown, but thousa
have tried. Since 1999, nearly 8,000 Ecuadoriane baen detained by the United $&Coas
Guard in boats destined for intermediary countsesh as Guatemala or Mexico. On aver
between 1,000 and 2,000 Ecuadorians have beenhmppled at the United States border ¢

year in the past decade.

Estimates of Ecuadorians living outsidhe country vary considerably. Adding up the cuéfi
numbers from top destinations outside Latin Amerieahe United States, Spain, and Italy —
provides an estimate of about 986,000;the 2001 Ecuadorian census, 377,908 people
reported to havemgigrated in the previous five years (1996 to 20@)t Ecuadorian entran
and exit data suggest that since 1999, nearly &omiEcuadorians (net) left the count
Although Ecuadorian government officials have eated that as many as 3 million Ecuado
citizens live overseas, a recent study by the dritations and an Ecuadorian graduate unive

(FLACSO) suggest that an estimate of 1.5 milliomisch more accurate than 3 million.

In 2005, Spain reported an Ecuadorian populatiod8,239; thevast majority live in Madri
(35 percent), Barcelona (18 percent), and Valekhiadia (22.8 percent). Some analysts cons
the official figure to be an undercount becauseatiodEcuadorians in Spain are registered. If
is the case, then the Ecuadn population in Spain may be between 550,000 &®@ 000
Population estimates for the Ecuadorian populabiotaly range as high as 120,000. Ital
statistics on the other hand, recorded 61,953 Emiad citizens in 2005, 62 percent of wh
were wanen. Ecuadorians, who are concentrated in GenoanMand Rome, are the larg

Latin American immigrant group in Italy and the H{argest national group overe

Based on the 2005 American Community Survey, th@éednStates Census Bureau estim
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there are 436,409 Ecuadorians in the United Statéar lower than the "more than one millic
commonly reported in Ecuador. Of those Ecuadori@@spercent (269,139) reside in the N
York-New Jersey metro area, 6 percent in Miami 333), and 4 perceénn Chicago (18,810
Ecuadorians are the third-largest Latin Americamigrant group in the New Yorklew Jerse
metro area, behind Mexicans and Dominicans, and teghth nationally
Despite the high estimates common in Ecuador, theCdnsus Bureaudfure is considered lo
compared with more conservative estimates publishetthe United States. For example,
Lewis Mumford Institute at the State University Néw York, Albany, estimated there wi
396,400 Ecuadorians in the United States in 200fndJthis figure, and taking into accot
continued immigration, it is safe to estimate ttiet Ecuadorian population is between 550
and 600,000.

Remittances and Development IssueSimilar to many Latin American countries, Ecue
depends on the funds its migrants send home. TteeAmerican Development Bank estima
that Ecuador received $2.0 billion in remittance2004, equivalent to 6.7 percent of its C
and second only to oil exports; 14 percent of adutEcuador receive remittances regliyl. At
least 75 percent of remittances are used firstbsic household needs -education, fooc
medicine —and to cancel debts. In 2006, migrants had to qugyptes or document forge
approximately $12,500 each for clandestine trav¢hé United Sttes. After basic needs are |
and their debts paid off, thousands of Ecuadoriaunikl new homes, replacing modest ad

structures.

In 2002, Ecuador passed a law called the "ProgrénHedp, Savings and Investment

Ecuadorian Migrants and their Fdies" and soon thereafter the "Ecuadorian Livingrast
National Plan" was established. These ambitiouss laiwn to alleviate migrant debt, cre
systems of financial intermediation to help witinigances, and establish a system of saving
productie investment and small business creation in thggrodtommunities. Unfortunately, t
government implemented little of this agenda uB@D6, when the Central Bank of Ecua
reached an agreement with the Spanish bank Caixecteadorians in Spain tomét money fron
numerous financial institutions at lower costs.2B06, the federal government reported
other developmentklated achievements. It created a Working Table Migrants fot

Employment, which involves multiple governmentaldanongovernmetal institutions. Th
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group's goals, among others, are to help creatikcpaddicy on migration and to defend migri
rights. The city of Murcia, Spain, and the provinoé Cafar, Ecuador, establishec
codevelopment program funded by the Spanish Ageridyternational Cooperation. Final
thenPresident Alfredo Palacio approved a National BiaAction to combat kidnapping, illeg

migration, and sex trafficking.

Local governments and NGOs have been more actarettte national government. For exaanp
Migrant Attention Centers, which provide legal gmsl/chological support for migrant familic
have opened in four Ecuadorian cities. The citfQofto was instrumental in the creation of
city's Migrant House, while the Archdiocese of Ceeerfastoral Socigl funded the center

Cuenca. The centers also oversee a variety of gisojgesigned to help migrant famili

Contemporary Immigration The government reported that through the first mmenths o

2008, it received 7,767 applications for refugstatus. Several thousand additional c

remained pending. The government reported diffjcd#aling with the number of applicants
appeals. Both the UNHCR and the IOM support theeguwment refugee office's efforts to red
its case backlog. The UNHCR estimated that apprataiy 133,000 persons were in neec

international protectign of whom approximately 61,000 were not register€@hlombian:

accounted for 92 percent of asylum seekers. Theergawent has since the CSP begul
introduce an mbitious programme, “Plan Colombia”, to registdérmrafugees and to provide the
with social assistance. It estimates the costsnouat to $150 million p/a and seeks internatit

financial assistance for it.

The 2001 census recorded 104,130 foreigm bor less than 1 percent of Ecuador's populatit
12.1 million. Almost half of the foreign born wefiem Colombia, with 51,556 residents (4
percent), followed by the United States (11,11&e3ds, 10.7 percent) and Peru (5,682 resid
5.5 percat). Since the Ecuadorian census recorded evenbioewas in Ecuador on Novemt
25, 2001, visitors from the United States wereudeld in addition to the many Americans v
work in Ecuador. Only a small part of this figure attributable to US-born dbren of
Ecuadorians who have returned to Ecuador. Sincé,2@ifwever, thousands more Peruvians
Colombians have arrived. As many as 250.000 Colansbmight live in Ecuador. For Peruvie

Ecuador's decision in 2000 to switch its currereyhie US diar from the sucre (dollarizatio
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has been the most important attraction; they alpially earn less than Ecuadorians. Estim
vary, but it is likely that between 60,000 and D20, Peruvians now reside in Ecuador, r
without legal permission. Cuenca, situated in thddie of the original "core" migrargending
zone to the United States, is an especially popadstination for Peruvians because the US-
bound migration has tightened the labor marketianteased wages. Considering that Ecu
and Peru have been at war several times in the past macently in 1995, the arrival of suc

large number of Peruvians has been striking.

Colombians are also attracted by dollarization, inote important is the "push” created by
escalation of armedonflict among the Colombian military, paramiliesi and the rebel gro
FARC (Colombian Revolutionary Armed Forces) sinbe election of Colombian preside
Alvaro Uribe and the breakdown of peace talks i@20This violence, coupled with herbici
spraying programs to eradicate coca crops in soutl@iombia, have displaced as many
250,000 Colombians according to the United Natidgtigh Commissioner for Refuge
(UNHCR). The size of the Colombian population inugdor is not known, but if UNHCF
estimate is accurate, then a net average of 5@@0@nbians have come to Ecuador each
since 2001. Determining the actual number of eitietfombians or Peruvians in Ecuado
hindered by the fact that the border is porousn@yfficial migrationfigures is misleadin
because entrance and exit data suggest that frot2@®004 nearly 388,000 Colombians sht
have settled in Ecuador, which is 52 percent highan even UNHCR's estimate. Simila
these data suggest that in the same time pexrioet number of 345,000 Peruvians ent
Ecuador, nearly three times the accepted figur¢hodigh not all Colombians who come
Ecuador apply for asylum, they make up the overmive majority of people applying for a
receiving asylum. According to Hador's Ministry of Foreign Affairs, between 200@d&2005
36,665 people applied for asylum, with the numlfeagplications peaking in 2003 (see Fig
2). Ninetyseven percent of the applicants were Colombiarth®fotal number of applicatior
11,492 (31 percent) were granted refugee status, 98 peafethem Colombians. Advoca
groups have been critical of the Ecuadorian goventrfor denying nearly 70 percent of asyl
applications, leaving thousands of families unable unwilling to return to @Glombia.
Finally, a moderate number of Chinese and a smalletber of other Asians have immigra

legally to Ecuador very recently, also becauseaddadzation. The 2001 census recorded 1
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Chinese, and migration figures since 2001 inditiaé onaverage, a net number of 645 Chir
have arrived annually, although most Ecuadorianspett the figure is much high
Despite their small numbers, the presence of Chingsnigrants is visible in the Chine

discount clothing stores that have appeared inyesery Ecuadorian city.
Contemporary Migration Issues Facing Ecuador

Ecuador is struggling with its role as an importhast country for Peruvians and Colombie
Both groups have been met with suspicion and lgst@olombians are commonlyspected t
be FARC rebels, paramilitaries, drug runners, beotriminals. This suspicion was fueled wt
in January 2004, a prominent Colombian rebel wasptucad in  Quito
Although Peruvians are generally not consideredgearus criminals, they facconsiderabl
discrimination, prejudice, and rumored exploitatidviany lead difficult lives and earn liti
money toiling in the least desirable jobs. Some afouians accuse Peruvians of stee
Ecuadorian jobs, lowering wages, and engaging imical activity, although there is litt
evidence to support the accusations. The Ecuadagmrernment has not addressed
Colombian situation beyond granting asylum to almmethird of applicants, in part because
two countries have a tense relatiopstitcuador objects to Colombia spraying coca ptemts: sc
close to the Ecuadorian border and suspects thmlsreand paramilitaries use Ecuado
territory. Thus, many thousands of Colombians camito live in Ecuador without protected
legal stats. The government has made better progress witlhy Benouncing in December 2(
that the two countries are formalizing a bilateagteement to grant legal status to thousan
Peruvians working in Ecuador. The details of theeament and how it is oéed out will depen:
on the new president, Rafael Correa, who assunfex af January 2007. Also of concern to
Ecuadorian government are the dangers migrants lac005, an overcrowded fishing traw
headed for Mexico with more than 100 Ecuadosi aboard sank in rough seas off the Colon

coast, leaving only a few survivors.

Recently, Ecuadorians have become alarmed at sefhaat young women are being sold intc
trapped in sex- slave operations, especially iroger To combat the vulndgitity of migrants.
the Ecuadorian government has begun a campaigauion wouldbe migrants to reconsid

migrating without legal permission and to know theghts should they go. In some parts
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Azuay and Cafar provinces, entire communities Hazasn transplanted to metro New Y@
Many of these migrants have built large, brick lessvhich are overseen by nonmigrants bu
essentially empty until the migrants return. In sooommunities, thieves have broken into ¢
houses to steal electroniems, money, and other valuables. Communities hesfgonded wit

neighborhood warning systems and vigilante prabecti

The return of migrants from the United States hesdpced a cultural upheaval, making
difficult for returnees to reintegrate. Manythe migrants from Azuay and Cafar provincesa
part of the rural peasantry or urban working poath last names that lacked status and \
associated with indigenous (Indian) identity. Theoremic success of these previol

marginalized familieshas caused resentment among some of the famitas dgtayec

Although most Ecuadorians with legal status inlWimed States remain there, the children of
residents are known derogatorilyrazisand commonly experience exclusion. In the areaseavh
much of the emigration has been via clandestinégesputhousands of children have been
behind with the remaining parent, or, in his/heseaire, with other family members. A numbe
the children or adolescents suffer from depresdewk of inerest in school, and, reportedly
high rate of suicide.

Migration Politics and the New President

Migration became a political issue in the 2006 pestial elections, when a 42-yesld
economist, Rafael Correa, defeated the wealthieah nm the coutny, Alvaro Noboa
Correa named his sister, Pierina Correa, coordiradtmigration issues and posted a "Migra
Policy" document on his website. In the documendrr€ promised to create a "Virtl
Consulate" so that migrants could obtain documemise easily, and to elevate the Office
Migration to a cabinelevel ministry. Most dramatically, he proposed afiag the constitutio

to grant Ecuadorians living overseas proportionagépresentation in Congre
During the campaign, Correa, who hadaibeconomics minister in the previous administra

aggressively courted the votes of migrants in tingdd States and to a lesser extent, in Eul

In 2005, Ecuador passed legislation that allows aHouans living overseas to vote
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presidential elections.

In November 2006, 84,110 Ecuadorians living in 42indries around the world voted in -
presidential election. Migrants in Europe supporfeodrrea’'s opponent, but Correa won
majority of votes in the United States. Whethenot the Correadministration will be able t
follow through on its promises to increase politicevolvement of migrants remains to be s¢
but there is reason for optimism. No other predithas paid nearly as much attention to migr
and their families and it iskely that candidates in the next presidential tsbecwill campaigr

and raise money among Ecuadorian communities aagrse
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Annex 5

MEMORIA DEL SEMINARIO: “CONSULTA A LA SOCIEDAD CIVI L SOBRE LA
REVISION DE MEDIO TERMINO (RMT) DE LA ESTRATEGIA DE COOPERACION
DE LA COMISION EUROPEA 2007-2013"

ABRIL 2009

ANTECEDENTES:

La Delegacion de la Comision Europea en Ecuadterésada en conocer si la estrategia de
cooperacion es eficaz, y si los sectores prioosarde cooperacion tienen pertinencia
considerando, entre otros factores, los cambioa gvblucion que el pais ha experimentado
desde que la estrategia de cooperacion actualdiieidh en el 2006, convoco a representantes
de la sociedad civil para que se pronuncien es@stido.

En este contexto se revisé la importancia de dasss prioritarios: la educacidrel desarrollo
econdmico Ademas se contemplo la posibilidad de incorpaarla Estrategia Pais de la
Comision Europea_politicas ambientales y cambimético.

OBJETIVO:

Informar y conocer la opinion de la sociedad obre la Cooperacion de la Comision Europea
en Ecuador.

FECHA: 22 de abril de 2009
INVITADOS:

La Delegacion cursé invitaciones a 101 organizasate la sociedad civil.
Confirmaron la asistencia 74 personas.

Invitados al Seminario

Agencias de Cooperacion
Estados Miembros
5% Educacion
10%
Ambiente
13%
Desarrollo Econémico
23%

ONGS con contrato con CE
Organizaciones Sociales 17%
18%

@ Agencias de Cooperacion Estados Miembros B Educacion
[ Ambiente [0 ONGS con contrato con CE
W Organizaciones Sociales 3 Desarrollo Econdmico
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PARTICIPANTES:
Participaron en el evento 63 personas invitadas,losgfuncionarios de la Delegacion de la
Comision Europea.

Participantes al Seminario

Agencias de Cooperacion
Estados Miembros

6%
3% Educacion

9%

Instituciones Publicas

Ambiente

14%
Desarrollo Econémico

9%
ONGS con contrato con CE

Organizaciones Sociales
20%

19%

@ Agencias de Cooperacion Estados Miembros B Educacion
[ Ambiente [0 ONGS con contrato con CE
W Organizaciones Sociales = Desarrollo Economico

O Instituciones Publicas

METODOLOGIA:

La modalidad utilizada en el seminario fue de presgones tematicas por parte de funcionarios
de la Comision Europea, con apertura de didloga pae los participantes pudieran presentar
sus contribuciones, las mismas que fueron regesrgce encuentran en el Anexo 5.

DESARROLLO DEL SEMINARIO

APERTURA
El Seminario inicio con la bienvenida y orienta@ergenerales proporcionadas por el sefior José
Luis Martinez Prada, Encargado de Negocios ala @mision Europea en Ecuador.

PRINCIPALES APORTES DE LA SOCIEDAD CIVIL

Los principales aportes de los presentes fueron:

- Considerar Seguridad Alimentaria y diferenci@da Soberania Alimentaria.

- Conocer la orientacion de la Cooperacion hadaleeblos y nacionalidades indigenas.

- En el tema de migracion interesaria conocer ldigade convivencia intercultural, puesto que
los flujos van a continuar.

- Ampliar el tema sobre el funcionamiento de lasvozatorias a paises mdultiples y si la
implementacion se la realiza mediante acuerdotebales.

- Conocer las preferencias de la Unidn Europea.
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- Conocer la iniciativa que tiene la Comision Ewan el desarrollo de proyectos productivos

para los pueblos afro-ecuatorianos.

- Analizar de una forma mas exhaustiva y orgardeamejor manera la eficiencia del apoyo para

evitar acciones fragmentadas.

- Reconocer que el turismo no solo tiene que varatdema ambiental, ya que tiene una mayor

implicacion, sobre todo en el desarrollo productivo

- Definir mecanismos para identificar la manerajea la participacion de las organizaciones de

la sociedad civil en la cooperacion de la Comigtdnopea pueda ser mas eficiente.

En el didlogo con la sociedad civil surgieron losgilientes comentarios:

Sobre

Preocupacion relacionada con la crisis y su afgotiaen la inversion en éste y los demas
sectores.

Ampliacion de la informacién acerca del mecanismedalveeduria ciudadana, el Plan
Nacional de Educacion y la efectividad de la veidur

Mayor explicacion sobre indicadores cualitativosksector educativo.

Dar mayor apoyo al sistema de educacion bilingte.

Preocupacién por la fragmentacion y sugerenciaugeegista coordinacion entre actores
y diferentes donantes.

Ampliacién del programa de educacion intercultural.

Los presentes consideran que el Plan Decenal deaEidn es un gran avance para el
pais.

Se ratifica que el tema educativo es una priorjutad el Ecuador.

Es necesario trabajar en una reforma al sistemzaéda.

el Programa de Apoyo al Sector Econdémico, @mavés del Plan Nacional de

Desatrrollo, los aportes de los participantes en el didlogoofuéos siguientes:

Se consulta si se ha considerado el tema ambugniaio de esta vision de sostenibilidad,
y si estan inmersas actividades productivas sddéique incluyan el componente
ambiental dentro del programa y como se apoyaria

Preguntan como incluir a los pequefios producto@ap garantizar los recursos y como
abastecer los sistemas locales de alimentos. [&ilda de complementariedad, ¢ Cémo se
va ajustando el dialogo con el gobierno para ge@lanteamientos de cambio no queden

en la retdrica de una carta constitucional sinoggseuna realidad?
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» La SENPLADES® aporté con la explicacién de que existen evalussicsemestrales al
Plan Nacional de Desarrollo; que se debe trabajda @valuacion del objetivo 11. Se
trabaja en varios temas como el mencionado temaeatal) y también a nivel de los
planes de ordenamiento territorial. Esto se comeiga con veedurias. Esta evaluacion
es la revision de los objetivos del Plan NacioreDesarrollo para determinar qué es lo
fundamental para la transformacién que requierepadk. Se requiere plantear el
desarrollo incluyendo temas de desarrollo endégdeosoberania alimentaria, de lo
ambiental, de la biodiversidad, y del agua comaoses estratégicos. Esta planificacion
se combina con los objetivos de inversion y prialigs del pais.

» Se solicita informacion para conocer si los temastetnologia e investigacion y de
informacién y biogenética para pequefios productestarian contemplados aqui.

= Se requiere informacion de la forma como se midgektion de la cooperacion europea
en los términos que permitan cumplir con los obgetique se proponen en un plazo
determinado.

= Se ratifica la importancia del dialogo compartifibPlan Nacional de Desarrollo recoge
elementos importantes de la nueva Constituciérti€amliomite un contenido esencial que
es la plurinacionalidad. Se propone analizar lahiatad de considerar el tema de la
plurinacionalidad dentro del didlogo politico.

» La representante de la AGECI dirige un saludo igifal por este ejercicio, este esfuerzo
de conversar con la sociedad civil para constumtgs. Informa que AGECI esta

trabajando en un plan de armonizacion de la cooggraomo un esfuerzo compartido.

“Cooperacion Regional Comisién Europea — Comunidadndina de Naciones”:principales
aportes y preguntas de los participantes en eflagdi.

* Un eje de integracion podria ser el tema de cuerarapartidas considerando que el
tema del agua tiene mucha importancia, en vireidue el 70% del agua de la superficie
de los paises andinos esta en cuencas compartidas.

» En cambio climatico ¢ Qué area se trabajara: adéptanitigacion, o qué otros aspectos?

» ¢ COmo esta planteada la relacion con la OTCA (Gzgeidn del Tratado de Cooperaciéon

Amazonica)? ¢CoOmo esta el tema del bio-comercmogiversidad? ¢Como se esta

19 2 SENPLADES no fue invitada pero una de susifunaias estuvo presente en representacion de N@ O
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buscando que se vayan consolidando las accionanasgs? ¢ Cual es la estrategia
andina de biodiversidad?

En el tema de lucha contra las drogas ilegalessendebe considerar solamente poner
observatorios. En cuanto al control, el hecho dewu pais no sea productor, no quiere
decir que no este expuesto a que se puedan instahdorios. ¢ COmMo anticiparse para que
no surja el problema de producciéon de drogas?

¢ Qué relacion tiene con el acuerdo de asociacionyUEAN? ¢Como se daria el
tratamiento de los temas que se han expuesto&neesion?

Otro asunto talvez mas politico, es el tema delemnia que ha sido tan mal utilizada v,
en esa medida, como asegurar que la integracide sespetando esas falsas soberanias,
y como evitar tomar el tema ambiental como barré&@af? preocupaciones que estan
latentes en las organizaciones que trabajan el$emal y ambiental.

El tema de los agro-combustibles preocupa muchHwesodo por grandes extensiones y
esta vinculado al tema ambiental. ¢Se abrira ehtdefespecto al tema de los agro-
combustibles? Seria interesante saber qué opsuiadad civil al respecto.

En el tema de drogas licitas, con qué perspectabsrdara el caracter cultural y de los
usos y costumbres de los pueblos andinos y otnosl, @iltivo de la hoja de coca?

Existe una interdependencia entre los territoriodigenas y espacios estratégicos y
espacios para el equilibrio del clima, los grupmigenas son duefios de estos espacios.

En tema de la soberania alimentaria y didlogo adBHNAGUA (Secretaria Nacional del
Agua), los pueblos tienen derecho a consulta pafiaidlos programas que se realizaran
en dichos espacios, cuando hayan medidas que pusdatar a grupos humanos

especificos. Por ello la cooperacion internacioledle considerar la consulta.

En el espacio de diadlogo destinado a medioambisatescibieron los siguientes aportes:

¢Cual es el enfoque de la Comision Europea sobmeagdl que deben cumplir los
gobiernos locales en el tema ambiental?

¢, Cual es la prioridad desde el enfoque de gestigiesigos?

Dentro del programa esta considerado el tema Befarestacion. ¢Se van a tratar lineas

sobre el tema?
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Foro

¢,Como la UE esta viendo el cambio de la Matriz gtera que requiere el Ecuador?
Existen otras posibilidades sobre las potencidéda como por ejemplo en la parte
Hidroeléctrica y hay otras tecnologias energétiggsson mas amigables con el ambiente.
¢ Qué lineas estratégicas de apoyo vinculadas dieastimatico deben contemplarse?
Ahi entra por ejemplo el tema de las areas proasgid

¢, Qué posicién tiene la UE con la iniciativa qu&a&liador esta promoviendo con respecto
al ITT (Ishpingo, Tambococha, Tiputini)?

El tema del cambio climéatico no es solo un problemméiental netamente, es también un
problema de desarrollo si se ve la pérdida queaspal los eventos extremos que se
presentan. Se recomienda como prioridad el temia deaptacién al cambio climatico,
generar las capacidades para disminuir el impaet@ambio climatico, ayudar a que la
gente sea mas adaptable a las nuevas condiciones.

Se conoce que el ecosistema manglar es apenas @t 186 bosque a nivel mundial, es
conocido por la FAO que se ha perdido el 50%; dfceldor se ha perdido mas del 70%
del ecosistema de manglar, el cual funciona core harrera ambiental para mitigar
desastres naturales como los Tsunamis. El Ecuadensuentra con un alto riesgo de
desastres en las costas y sobre todo en las$&aonoce que no es politica del gobierno
la restauracion de ese ecosistema. Se solicitdJ& leonsiderar medidas para restablecer
ese ecosistema y evitar la catéstrofe.

¢, Cual es el enfoque de la UE referente a los anoag de reforestacion? Los programas
de reforestacion estan causando problemas no esfmeato al cambio climatico sino
también a las poblaciones que viven cerca a estas,dcuando se hace como
monocultivo, porque se traduce en una reduccicl t# la riqueza de este ecosistema y
reduce la produccién de agua. ¢La UE podria camakzursos para mejorar el manejo de
lo que ya esta establecido para mejorar el amWleliie gobierno tiene politicas

ambientales que el texto dice que se debe hacearetjo pero no existen los recursos.

Preguntas publicadas en la pagina WEB que sirvierode base para animar el FORO

» ¢Considera que la estrategia de la CE en Ecuaduteesiada al contexto y necesidades del

pais?
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» ¢Considera que las herramientas, métodos e intesles de implementacion de la
cooperacion son pertinentes y eficientes?

» ¢Considera que la cooperacién comunitaria canalizadravés de la CAN atiende las
necesidades de este grupo de paises en el maa®amsmpetencias de la CAN?

Los participantes respondieron afirmativamentdas tres preguntas planteadas, siendo las

recomendaciones mas repetitivas las siguientes:

v En referencia al tema de la CAN, que tenga mayasidin.

v Que exista actualizacion en relacion a los camipigsha sufrido el pais.

v Apertura de dialogos politicos en temas de inténcalidad y pueblos indigenas.

v Que las estrategias apunten a potencializar laactgules locales para lograr la

sostenibilidad.
CONCLUSIONES
Las principales conclusiones obtenidas del senuriaeron:

" Se alcanzaron los objetivos planteados.
" Hubo un buen nivel de participacion de los asistent
" Se destaco el interés y la necesidad del apoys selctores de educacion y desarrollo

economico productivo solidario y sostenible.
" Se confirmé la necesidad de apoyar las politicasiqgas.
" Se menciond que la propuesta debe estar enmareatta die la nueva Constitucion

de la Republica del Ecuador.

] Se confirmd la necesidad de fortalecer el sectorecoial.
= Se enfatizo en incluir el tema ambiental/cambimético de manera unanime.
. Se propuso mantener este tipo de discusiones quiqueten y orientan a la

cooperacion.

. Los participantes coincidieron en que los sectoeelsicacion y el desarrollo
econdmico, siguen siendo prioritarios para el HouaAdemas se contempld la
posibilidad de incorporar, en la Estrategia Paislal Comisiébn Europea, politicas
ambientales y cambio climético.

" Que las intervenciones permitan el fortalecimied® las capacidades locales y
contribuyan al desarrollo de lo local.

" Desarrollo de lineas generadoras de empleo.
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Cierre
El sefior José Luis Martinez Prada, Encargado dediegya.i, agradecio a los participantes por

las contribuciones realizadas, destacé la impoidamuee tiene para la Delegaciéon de la Comision
Europea en Ecuador el apoyo de la sociedad cidibetemas tratados, resaltando que éste es el
inicio de un proceso. Consideré que, en términoeigdes, la Sociedad Civil ha ratificado los
sectores priorizados, que hay que darle continuadéms espacios de diadlogo; y, animé a que
envien sus propuestas y comentarios a traves deatana WEB de la Delegacion:

www.delecu.ec.europa.eu
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Annex 6: Sector Budget Support

In the framework of the Country Strategy Paper (C3007-2013, and under the National Indicative
Programme (NIP) 2007-2010, the modality of Sectaddget Support (SBS) has been introduced for the

first time in Ecuador by the European Commissio@)(E

Eligibility

The decision to adopt SBS was based on the standgeda analysis of the eligibility of the couptand

the sectors of education and economic developmEmise criteria were assessed for each of the

decisions taken in 2007, 2008 and 2009 and fontbeent the country is still considered as eligdohel
the perspectives for the future seem to be good.

The three basic eligibility criteria are being assal by the EC as follows:

1.A well defined sector policy is in place or undaplementation.

The assessment of this criterion resulted in tltaiaBor has a well defined sector policy in educasind

sustainable economic development emphasising SMEs.
Education:

Although there are budgetary restrictions of thacadion sector in 2009, the Ministry of Educatien i
going ahead with the implementation of the Decdriaihucation Plan. During the first months of 2009,
the activities undertaken refer mainly to an ineddmanagement reform process. The investment pispjec
mostly started since 2008, are maintained but mo ingestment projects began, except the pay rise of
basic teacher salary.

The Government, despite the effects of the inténat crisis, maintains social expenditure, esplcia
the education sector, in its list of priorities.eT¥ector public policy is focused on the studengsts, on
the requirements for the medium-term national dgwelent, the quality of services delivered and the
rising up of sector governance and management itEgsacAs the PAPDE experience how, the
completion of the EC budget support programs, \w&ithenhanced civil society participation in public

policies through EC co-financing is an importantasugre to strengthen sector governance capacities.

Economic development:

This area is focused on Objective Il ‘Sustainaldenemic development’ of the ‘National Development
Plan’ (NDP), which was elaborated in a participptoranner and implies the shared responsibilityhef t
different public sector institutions. It is evaledtevery trimester by SENPLADES (Secretaria Nadiona

de Planificacion y Desarrollo) through the Sub-8tiat of Evaluation.
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Moreover, in 2008 the government adopted severhtipe for the economy reactivation. The more

important ones are:

. Reactivation of the productive sector through auctidn of production costs: At least a %0
decrease on electricity tariffs for the commercgdctor. Also, the contributions to the Rural
Electrification Fund were removed. A tariff reforimat includes a substantial reduction of taxesamm r
materials, inputs and capital goods was made.

. Protection of domestic production: Rising taxeg (taximum % approved by the WTO) in some
goods (940 items) makes domestically produced gabesper than imports. An implementation of
regulations and standards for sensitive productsneaded in order to reach the standards of quafity

to protect the final consumer. At the same timesuipports local industry. (COMEXI Resolution 458).
Furthermore, the campaign ‘Consume lo nuestro’mvade to promote local production and protect jobs.
. Price control: The Government has implemented piogrand policy measures to fight against
speculation and unwarranted price rises, espedialihose goods considered basic in the Ecuadorian
people diet.

. Fair and decent remunerations: In order to haveogressively eradication of remuneration
disparities and achieve a progressive equalisatfothe family income with the family budget, the
government prompted the payment of fair wages teBarian workers of the private sector.

. Elimination of outsourcing: Outsourcing has beamaeed in order to curb labour precariousness.
As a result of the Mandate and the inspection pewd, about 16000 workers nationwide have been
incorporated to their respective companies.

. Encouraging and supporting the agricultural seitanitigate the impacts of rising food prices and
improving agricultural production: The national gowment took measures to mitigate, in the shont,ter
the effects of the increase of food prices. Thestude: a $0 bonus for small producers to obtain
fertilisers, an exoneration to agricultural procsa® not pay the income tax, encouraging reinvestyna
0% VAT rate to agricultural inputs (goods capitaldaraw materials), and an expansion of the food
products with Q6 VAT.

2. A credible and relevant programme to improvelipufinancial management is in place or_under
implementation.

The latest assessment of public finance managewatibout the main data and events that took place

in Ecuador during the first semester of 2009 camogrthe Public Finance sector.
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The country is strongly affected by the impact bé tinternational financial crisis, with a sensible
reduction of revenues due to the decline of int@wnal oil prices, of remittances as well as of the

external demand and exports.

In response to these effects and in the framewérkh® initiated State Modernisation process, the
Government implemented several reforms mostly theetowards the increase of monetary liquidity in

order to promote national investment in strategiztars of the national production.

The Government repurchased part of its public cornimledebt (926 of the Global Bonds 2012 and
2030) and took out new loans, mainly with Chinaemithe scheme of advance sell of its oil production
The aim of the Government is to assure the sogjamditure (health and education) in spite of theaf
deficit.

Upon request of the Ecuadorian Authorities a PEfe#lys financed by the European Commission under
the PAPDE program, war carried out during end &f datil end of August 2009. The preliminary report
was issued in August 2009 and widely discussed thighMinister of Finance and her team. It is expéct
to receive in September 2009 the final report. Wad mention, that the Authorities not only
demonstrated a high owner- and leadership congethim PEFA study but also expressed their overall

satisfaction with work carried out.

3. A stability-oriented macroeconomic policy isglace or under implementation.

Although stability oriented macro-economic reforsnniot an objective of SBS, short and medium term
macro stability is necessary for the successfut@ien of sector budgets and to ensure predictaie

sustained sector funding.

July's assessment stressed that due to the inmmabfinancial crisis, Ecuador suffers market hkeea
mainly in the oil sector. The negative trade batéaaicd economic growth rates in two consecutiveoperi
indicate that the country is hit by recession. Adaw to IMF and ECLAC studies, Ecuador is onehsf t
most affected countries in the region. Neverthethesunderemployment rate has slightly recovered in
the last months, as well as the poverty rate, coimgpavith data of 2008. During the first semestér o
2009, Ecuador adopted a set of economical refonnmsder to reduce the negative trade balance and to

raise the internal demand and consumption.

The fulfilment by the two programmes of the genexatl specific conditions fixed in the respective
financing agreements, and in particular the acheré of the results on the base of the previougtged
indicators targets, conducted the EC until nowdlease the full values of all the fixed and vagabl

tranches.
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Lessons learned about sector budget support npdalit

A general lesson-learned from EC cooperation wittudglor is the positive performance and the
suitability of sector budget support as aid moglalBudget support increased government ownership,
contributed to institutional strengthening and aatyabuilding, and promoted mutual accountability,
among others. There are several projects in theagidm sector financed by other donors, all of them
implemented through project approach. However irikgtutional instability, as well as the high raik
staff turnover, hinders the good completion of éhastions. The several autonomous execution units a
the weak articulation/integration of these projesithin the public policy did not allow obtainingng-

term results, particularly at the institutional aajties level.

Taking into account the strong role of the statdeémelopment policies, the sector budget suppdéeted
the necessary flexibility to select those aspeét&auador's NDP, in line with EC policies, for EC

support.

Another lesson concerns the importance of aligii@gcooperation to an established sector policyhén
case of Ecuador, cooperation in both focal areastionly linked to specific sector policies, bsitalso

based in a sector strategy outlined by the NatiDeaklopment Plan.

Concerning the support to the education sectomatés of the success included also the high palitic
priority of this sector as well as the proved cdtyaaf Ministerial staff to lead, design and implent an

ambitious and wide-ranging sector plan.

The patrticipation of the civil society in the foleup of the planning and administration has imptbve
sector dialogues at the institutional and legag¢lle8ector dialogues with the participation of intional
donors, summoned by the Government are to be ablissted as from 2009 on and the participation of
the civil society is certainly one of the strategaints in the EC sector dialogues with the Govesmim

The country adhered in 2009 to Paris DeclaratiodionEffectiveness and is promoting SBS among the

other donors.
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