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Social and Economic Background of Ecuador 

According to the World Bank, in 2003 Ecuador had a population of 13 million people, 62% of whom were between the ages of 15 and 64. Eighteen percent of Ecuador’s population lived under $1 per day and forty one percent lived under $2 per day in 1998, based on the World Bank World Development Indicators. The 2003 PPP-adjusted GDP per capita in terms of current international dollars was $3,641, a 2.94% increase from $3,537 in 2002. Ecuador had an unemployment rate of 9.3% in 2002, according to the World Bank, which also estimated that the informal sector accounted for 34.4% of GNI in 2004. From 2003 to 2004, the remittances Ecuador received amounted to US$1.5 billion, and the GINI coefficient in 1988 was 0.44 based on the World Bank and UN respectively. The World Bank and the OECD estimate that Ecuador’s M2/GDP ratio was 20% in 2003. The same year Ecuador received US$1.6 billion in FDI net inflows and US$176 million as foreign aid and development assistance, according to the World Bank. 

The US dollar was officially adopted as legal tender in March 2000 in Ecuador, replacing the former national currency, the sucre (Su), at a conversion rate of Su25,000:US$1. The sucre ceased to be legal tender in September 2000, according to the Economist Intelligence Unit (EIU).

Ecuador has confirmed that it will participate in the Financial Sector Assessment Program (FSAP) of the World Bank and IMF.
Doing Business in Ecuador

The World Bank uses several indicators to assess the business environment of a country. In Ecuador, entrepreneurs are required to go through 14 steps to launch a business, at a cost of 47.4% of GNI per capita in 2004. Registering property requires 12 steps and costs 10.8% of GNI per capita to create collateral for a loan. Ecuador scores 1 on a scale of 0 to 7 for the Disclosure Index. 

According to the Inter-American Development Bank, there is an official credit registry of business owners and individuals in Ecuador, which was established in 1997. Public credit registry bureaus cover 124 borrowers per 1000 adults and there is no private credit registry coverage, according to World Bank indicators. In terms of the World Bank’s Credit Information Index rating, Ecuador scores 5 on a scale from 0 to 6.  

Regulatory and Legal Environment of Ecuador

According to the World Bank, it takes 41 procedures and 388 days from the time a plaintiff files a lawsuit for overdue debt to when he or she is actually compensated. The legal and court fees for enforcing contracts amount to 15.3% of debt value. Filing for bankruptcy takes about 4.3 years at a cost of 18% of estate value. The recovery rate for creditors in Ecuador is $0.18 per USD.  
According to CGAP, laws regulating microfinance include the: 1) General Law of the Financial System's Institutions, and Regulations for General Law of the Financial System's Institutions; 2) Executive Decree 2132 (ED 2132), RO/467, Dec. 2001; and 3) Qualification Norms for Savings and Credit Cooperatives that Engage in Financial Intermediation with the Public. The first states that savings and credit cooperatives that engage in financial intermediation with the public shall be subject to the Banking Commission's control. The second states that savings and credit cooperatives shall be also under the control of the Ministry for Social Well-being. NGOs, private lenders, and popular organizations that provide savings and credit services for its members are not regulated. 

CGAP stated that, in Ecuador, the registration of savings and credit cooperatives, mutual associations and financial associations are also administered by the Banking Commission, which is responsible for approving the required documentation, authorizing registration in the Mercantile Registry, and granting institutions’ legal status. The minimum capital requirement for savings and credit cooperatives is US$200,000; reserves and liquidity must be at least 20% of yearly profits for the legal reserve until they reach 50% of the technical capital. 

According to the US Department of State, current foreign direct investment regulations in Ecuador grant foreign investors the same rights as Ecuadorian private investors. Foreign investment with up to 100% foreign equity is allowed without prior authorization or screening in most sectors of the Ecuadorian economy.

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Ecuador 

According to the World Bank, in 2001 23 commercial financial institutions were operating in Ecuador. CGAP states that Banco del Pacifico and Banco Solidario are the only two commercial banks involved with microfinance services, and that they serve 18,000 clients. 

The World Council of Credit Unions states that 34 credit unions are registered in Ecuador, serving approximately 1.5 million clients. The main services provided by these institutions are loans, voluntary savings, training and consulting and health.

According to CGAP, there are six MFIs in Ecuador serving in total 57,719 clients; the two largest  serve more than 50% of them. According to MIX Market, MFIs in Ecuador provide mainly loans, voluntary savings, training and consulting, business development, health and education services to the poor.

The SEEP Network states that there are two microfinance associations in Ecuador. The first, Foro de la Microempresa (FOME), informally established in 1995 and legally registered in 2001, provides general and specialized information about microenterprise to the public and private sectors. Currently FOME has 13 members, who are microenterprise and microfinance service providers. The second association is called Red Financiera Rural (RFR) and was created in March 1999, legally registered in 2000. It aims to strengthen organizations that provide access to financial services in the rural and marginal urban sectors; to represent their members' interests, promote appropriate policies, and stimulate the social and economic development of Ecuador. The 44 members of RFR include three banks, 22 NGOs, 17 Savings and Credit Cooperatives, and two government representatives. RFR provides network services including technical assistance, financial intermediation, information dissemination, performance monitoring and policy advocacy.  

National Committee Activities in Ecuador

Ecuador launched its National Committee on May 16, 2005. It is made up of representatives of the national government, the central bank, MFIs, banking institutions, microfinance associations and RFR, which is the principal promoter of Ecuador’s National Committee. 

To raise awareness about the International Year of Microcredit and the benefits of microfinance, the National Committee organized an event with representatives of the government, Ecuadorian experts in the microfinance field and microentrepreneurs. The event consisted of conferences on such themes as the importance of microfinance in the economic development of Ecuador; how microfinance can contribute to the Millennium Development Goals; the effect of microfinance on the reduction of poverty; how best to provide microfinance services to the poorest population; and microfinance as a mechanism to create Comprehensive and Sustainable Financial Sectors.

To fill information gaps, the National Committee is organizing forums in four different Ecuadorian regions to discuss microfinance services. It will also hold training sessions for future trainers on microcredit management and the development of strategic plans. The National Committee plans a program to strengthen partnership among existing MFIs, especially among regional and local institutions.

Ecuador’s National Committee is making an important effort to build commitment beyond year 2005 by analyzing its regulatory and legal framework for microfinance services.
Ecuador is not involved in the Global Microentrepreneurship Award (GMA) in 2005.
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