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LA COMPETITIVIDAD:
LO QUE LA DOLARIZACION SE LLEVO

PATRICIO

£l pres¢nte trabajo pretende poner en evidencia que un
analisis costo - benefldo de |a dolanzacién —4todavia?~ no
permitiria obtener conclusiones muy clares » Fiver de dicho
esquema, puesto que se ha optado por wpe “dolarizacién
incompleta”, sin las medidas de acompafiamiento requiridas,
lo que ha determinade un grave perjuicio a la produccisn
fnterna; debldo a la sobrevaloracdién del tpo de camblo, io
que 2 su vez, ha restado competitividad al pais. Por ofro lado,
varfos indicadores, permitian formutar la hip6tesis
-positlemente auddz- de que ot numemsic, a través del que
se establecarfan los precios relativos, tendra un fuerte
componente “en sucres”; en efecto;, asl como existe una
memoria soclal, hay utia meémoria econdmica, que posibiliite 1a
reproducdin de clerios hechos econdmicos. finalmente, se
anallza, muy someramente; [a. depreclacién del délar, y se
establece por qué Ecuador np seé verfa, necesarlaments,
beneficiado por ese fendmeno.

En marzo de 2004 se cumpllt. cuatro afios desde. que el pals
adopt6 legalmente el esquemia denominade dolarizacibn.
Ecuatlor contlnud £n su situacidn “normal™: crisis pérmiansnte,
precario crecimiento. econémico, inequidad,” evacuacion
masiva: del pafs, pauperlzaclén de ta mayor parté de
empresas, erasidn confinua de la precaria base industiat v
angustla de una  poblaclén creclentemente Tndigente ...
Atavicos ‘dnmores, en un patinar histdrico sobre el pripie
terreng, demuyestran que el verdadero problema es el blogugo
polifice dé una socledad diversa y segmentada, regida por la
miopia ‘gubernamental; el corto placismo  de. los maltiples
grupos de. presiing ¥, la incapacidad -inercla -
complaeencia - ause:ntia de ias elites de poder.

La dinamia del blogueo peiftico ha Ido desplazando. el eje de
poder hacia los goblernos lotales: con varios efectos
positivos, aungue los eaciguismes de los afios cincuenta
podifan repetirse. Ecuador, deberd pues, réconstitulr sy estado
~ nacibn, recohocerse en la diversidad y, sobre todp, réducir
las inequidades, que estin en la base del alberoto nacional
que puede convertirse en dolorosa desintegtacion.

En ese entomo, todo ha coitinuado; también, el debate
sabre la dolarlzaclén éste se ha producldn en el marco de la

LEGN CAMACHDO

COMPETITIVENESS:

GONE WITH DOLLARIZATION
PATRICIC LEGON CAMACHO

The present article intends to highlight evidence that a cost-
benefit analysis of dollarization will not (as vet?) lead to any
clear conclusions in favor of this medality, because what the
country has opted for is an “incomplete doilarization” without
the required supporting measures, This has seversly
undermined domestic production, because of the overvaluation
of the excharige rate, which in turm has diminished the
country’s competitiveness, Furthermore, various Indicators
have made. it pussible to draw up the possibly bold hypothesis
that the numeraire whereby relative prices are belng set,
includes d major .cyrrency component in sucres. Indeed, just
as there is & soclal memory, there is also an economic
memary, which facilitates the reproduction of certain economic
facts. Finally, the depreclation of the U.S. dollar is briefly
reviewed, and the article shows why Ecuador might not
necessanly be benefiting from this phenomenon.

March 2004 marks the fourth anniversary of the country’s legal
adoption of the sg-called dollarization scheme whereby
Ecuadgr substituted its cumency for the LS. dollar. Ecuador
nevertheless continued to experience a “normal® sltuation,
that is to say, long-standing recession, precarlous economic
growth, social inequlty, massive ocuiflow of Ecuadaorlans
abroad, impoverishment of most businesses, continuvous
erasion of the precarious indusfrial base, and the despalr of
an increasingly indigent poputation. Atavistic errors,
committed as if skating along the same inevitable road paved
by thé country's history, indicate that the real problem Is the
political pbstrucjionism of a diverse but deeply divided society,
ruled by governmerital shoit-sightédness, the short-term focus
of countless pressire groups, and the incapabillty, nertia,
complacency, and absente of power elites.

The dynamics of political obstructionism have been shifting
the hub of power toward locdl gévernment, with various
positive Tmpacts, althiough the despotic bossism of the ffties
could well retun. Ecuador must therefore Tebultd its nation-
state, recognize its diverslty and, above ali, reduce the
injustices that are at the source of the national rebellivusriess
that coutd well lead to a painful coliapse of the entire country:

fn this envirunment. evervrhlng has oontlnued unchange’d iike




descalificacién sisfemdtica; nadie puede opinar de nada sin
someterse a un examen pormenorizado. En una sociedad que
descalifica, que estd ciegamente “a favor o en contra, hastia
las dltimas consecuencias™, es sumamente complicado
encontrar acuerdos, al menos cuando los temas, ni analizados
ni discutidos, se difuyen, de semana en semana, sdlo porgue
el tiempo pasa.

En todo caso, las evaluaciones del desempeiio gcondmico han
sido més bien positivas. Quizé la disminucién de la inflacién
constituye el mayor logre. La reduccidn  del déficit ‘externd
también podria destacarse, aungue, en -este cdso, con varias
acotaciones; de su lado, el secter fiscal, con repetidos
deslices, ha sido ~dificilmente- sostenido en la proximidad de
las metas a pesar de las presiones de varios sectores sadlales
y correcciones de rumbo, en el segundu semestre: del afig
2003. Es lamentable que el ventajoso pretio del petidles, USt
6,00 més gue lo presupuestado, né hayy servidg para
alimentar el fondo de estabilizacién constituida. A inicios de
2004, &ste servfa para dar “créditos directos™... que, otorgados
con l6gica de peseteo, mo serdn (tilés en ia esfera productiva.

En la coyuntura, las exportaclones de blenes son las mas
elevadas de la historia del pals. Hecho plausible que se
explica por el récord en la venta de productos petroleras. (con
un precio més que favorable y- pese a un volumen en
declinaclén); v, ademés, a un incremento de las expartaciones
no petroleras, que paulatinamente han recuperado el monto
anterior a la crisis, De todos modos, aunque se advierte una
consistente recuperacién de los niveles, no deja de sorprender
la previsidn .oficial de crecimiento del volumen de las
exportacionas que, can no disimulado candor, 52 fja en 14.7%
para 204 el PIB, de su lado, aumentarfa en 6%, a precios de
2000, Ei FMI, més cauto, prevé tasas de 5.0% para el PIB y
4,6% para las exportaciones 2 /.

En efecto, el nhivel de las ventas al exterior obedece mas a
una recuperdcidn de nivel que a un pretendido boom. Destaca
el aumento de cien millones de déferes en “Automotores®,
bienes sujetos a una estrategla de mercado de unaz
multinacionat en fos pafses de la CAN.

under the assumption that dollarization shauld be
systematically discredited, although no one can express an
opinfon without belng subject to close scruting. in a society
that is used to belng derogatory and that is blindly “for or
against to the bitter end,” it is extremely complicated to come
o an agreement, at least when the issues, which are neither
analyzed nor discussed, gradually lose their consistency simply
because time and tide wait for no man.

In any case, assessments of economic performance have been
quite. positive, Probably the decline of inflation is the greatest
achievement, The reduction of the external deficit could also
be highlighted, although regarding this various cautionary
obsetvations would have to be made. As for the fiscal sector,
despite constant blunders, it has kept, albeit with difficulty,
tlose to the goals that were set desplte pressure from various
saclal sectors and changes of course in the second semester
of 2003. It is regrettable that the high price of oll, US$6 more
than what was forecast in the budget, has not been used to
build up the Stabilizatlon Fund that was established. At the
start of 2004, this Fund was being used to grant “direct loans”
with such a tight-fisted approach that it will not be any of any
use for the production sector

At present, however, the country has never recorded such high
exports of goods in its entire history, This plausible fact can
be explained by a record sale of oll products (with @ more-
than-favorable price and despite declining volume) and aiso by
a fise In non-oil exports, which have graduzlly returned to
their level prior to the crisls, In any case, although steady
recovery has been observed, the offficial forecast for the growth
of the volume of exports is nonetheless surprising, as it has
been ingenuously set at 14.7% for 2004. As for GDP, it will
supposedly be increasing by 6% (at prices of 2000). The IMF
is more cautious and has forecast GDP growth rates of 5.0%
and an export growth rate of 4.6%.

Indeed, sales abroad come rjﬁore from a recovery than the
boom that is being assumed. The fise in *motor vehicles”,
which are the focus of a maiketing strategy by a multinational
corporation in the Andean Comimunity Countries, amounting te
US%100 million, is noteworthy.

Cuadro 1 / Table 3 Exportaciones de bienes, millones de ddlares / Exports of goods, mithon U.5. dollars
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Las ventas del pais siguen slendo extremadamente erméticas;
la oferta exportable no depende, en la mayoria de casos, de

decisiones de los productores nacianales. Notese que en 1997,
la vardacién de las exportaciones fue de +583 millones de
délares, para bajar en 427 millones el aiio sigulente. Del
mismo modo, un aumento de cuatrocientos millones en 2003
no significa —necesariamente- que la tendenciz seguird, en
especial, frente a los inconvenientes gue plantea la
sobrevatoracién del fipo de cambio (en definitiva, del sucre)

The country's sales continue to be extremely erratic; exportable
supply does not depend In most cases on decisions made by
national producers. it should be noted that in 1997 the
varlation of exports amounted to +US$583 millien and then
declined by US$427 miilion the foliowing year. Uikewise, a
US$400 million rise in 2003 does not necessarily mean that
this trend will continue, especlally in the face of the drawbacks
arising from an overvaluation of the exchange rate {that is, the
sucre}.

Cundro 2 / Table 2 Exportaciones petroleras y no petroleras, % en el total / Ol and non-oil exports: % of total
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2/ El Banco Central del Ecuador (BCE) basaris aparentements, s pravisidn o0 un oeclintenty

del 20% on volumen de fas gaportaciones de potroted, las que debadan sublr do 4@ mit
barriles diarod 8 soamil barrles dlarles. fuentesiMf Country Report oa/a4l agesto 2004,
p.16 . BCE| Informacion Estadisticn Mepsual, n, 1823, vem 51 de 2004,p. 106



Cabria precisar gue en la era post-petrolera de Ecuador la
participacidn de las ventas no petroleras en el total es de las
mas bajas de los Uitimos afies y no se perfila ning(n producto
que cabre mayer importancia, asi, el grupo “otros” no registra
movimiento, De modo que el comportamiento de las
exportaciones en 2003, pese a su incremento, refleja la
fragilidad de las ventas externas de un pals tomador de
precios y sijeto a los aleas internacionales en los bienes

primarios.  Asi, el cacao atraviesa un “mini boom”, explicado
por la guerra civil en Costa de Marfil, primer exportadar
mundial.

De su lado, las compras al resto del mundo también son las
mayores de la  histaria beneficlando, seguramente, al
consumidor gue tendria mas opciones. Desde la adopcion de la
dolarizacién, entre 2000 vy 2003, las exportaciones se han
incrementado en 1.077.5 mitlones de ddlares; las compras en
e| exterior lo han heche en 2.813, 2 dolares: esto significa por
cada ddlar de incremente en las ventas, se ha destinado US$
2,6 délares a compras en el exterar, coeficiente que indicaria
opciones consumistas, producidas debido, otra vez, a la fuerte
apreciacion del tipo de cambio: el nivel de precios de bienes
internos es desproporcionado, con relacion a los precios
internacionales, lo que repercute en el clerre de empresas y
estirnula la fuga de divisas.

It should be specified that in the post-oil era of Ecuador, non-
oil sales as a share of total sales have been the lowest in
years, and no product is expected to become more important,
thus the group “others” has not recorded any movement,
Therefore, the evolution of exports in z2oo3, despite the
increase that has been recorded, reflects the fragility of
externat sales of a price-taking counbry subject to the
international fluctuations of primary goods. Thus, cacao is
experiencing a miniboom as a result of civil war in Ivory Coast,
which is the world's leading cacao exporter.

On the other hand, purchases from the rest of the world are
also the highest they have ever been in the country’s history,
surely benefiting consumers, who have a wider range of
options to choose from. Since the adoption of the U.S. dollar,
between 2000 and 2003 exports have increased by US$1,077.5
million and purchases abroad have risen by US$2,813.2 million.
This means that for every dollar increase in sales, US$2.6 have
been spent for purchases from abroad, a coefficient that wouid
indicate consumer options, stemming once again from the high
appreciation of the exchange rate: prices for domestic goods
are out of proportion, compared to international prices, which
has led to companies going out of business and the flight of
foreign currency.

Cuadroa 3 / Table 3 Impartaciones de bienes [ Import of goods
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En el perfodo analizado {2000-2003), la importacidn de bienes
de consumo se ha incrementado en 1047 millones de dolares
(apenas 4o mitlones menos gque el aumento total de las
ventas al exterior); la de materias primas  en US$ 5547
millones; v, la de los bienes de capital en US$ 846,8 millones.
El elevado precio de los combustibles y la deficiente
adaptacion entre fuentes y usos energéticos determinaron un
oneroso incremento (380 millones) io que afectd el resultado
fiscal. i
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During the perind being analyzed (2000-2003), the import of
consumer goods has rsen by US$1047 million (only US$4e
million less than the total increase in sales abroad); the import
of raw materials by US%554.7 million; and the import of capital
goods By US$846.8 million. The high price of fuel and the
imbalance between energy sources and uses led to a
burdensome increase (US$38o mitlion), which affected the
fiscal performance.

Cuadro 4 / Table 4 Importaciones de bienes; variacion anual / Imports of goods: annual variation
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Fuente: BCE [/ Source: Central Banle of Ecuador

Preccupa el hecho de que la dinamia de las compras externas
de malerias primas y de bhienes de capital no sea la misma
gque las de bienes de  consumo; incluso se registran
disminucipnes en 2003 {US$ 170 millones chedecerian a la
conclusian del OCP) que podiian sugerr un deterioro de la
base industrial. Como se sabe, el mercado ecuatorianc es
peguenc y segmentado de modo gque el espacio tomado por
las importaciones de bienes debid, necesariamente, darse a
costa de los productos generados localmente.
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The fact that the impetus of external purchases of raw
materials and capital goods is not the same as that of
consumer good purchases is a matter of concern, Declines
have even been recorded in 2003 {US$170 million as a result of
the termination of the heavy crude oil pipeline, the OCP),
which could suggest a deterioration in the industrial base, 1t is
well known that the Ecuadorian market is small and segmented
so that the space taken up by the imports of goods will
necessarily be to the detriment of locally generated products.

Cuadro 5 / Table 5 Participacion de las importaciones en el Consumo
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Si bien el calculo anterior es rudimentario, permite tener una
idea de la magnitud del “problema”: duplicar el porcentaje del
copsumo importade en un quinguenio es una ruptura violenta.
De hecho, las economias de escala gue se puede lograr en
economias mas grandes, mas iz apredacion del tipo de
cambio regl, tornaron nula la capacidad de competir de esas
empresas en un contexto, ademas, de dinero caro y escaso.

Ast, de acuerdo al FMI 3/, “en el secter barcario, los
depdsitos contindan en expansion, pero el crédito al seclor
privado permanece estancado, reflejande que continua la
incertidumbre respecto de la politica econdmica. La mayoria de
depositos son a certo plazo vy los bancos contingan
incrementands sus feservas liguidas en el exterion. lLas
utilidades de los bancos son satisfactorias, pero los ratins de
créditos de dudosa recuperacion han aumentado marcadamente
- dos digitos- en ¢ de los 22 bancos. El deteriaro se explica por
el bajo crecimiento econdmico, asi como por el débit andligis de
los clientes (los créditos de consumo representan un cuarto del
total)” 4/ El crédito al sector privado (cartera de los bancos a
empresas y hogares), disminuyé de 43208  millones de US
dolares en diciemnbre de 2001, a 4.141,0 en diciembre de 2003
{-188.8 millones de 1iS dblares),

En el mismo informe del FMY, en el pardgrafo “F Riesgos del
Programa”, se puede leer “... si bien, se han realizado progresos,
el Programa estd sujeto a considerables riesgos... el pringipal
tiene que ver con la constante erpsion de la competitividad...”
tf. En definitiva, hasta fa fecha, no pueden hacerse evidentes
los resultados de un esguema tan rigido como el de la
dolarizacidn, Asi, en su cuarto afio, se anundia que “no habra
paguetazo”; esto, debido a que en los tres periodos
precedeantes, se practicd el ajuste “ortodoxe™: gasolinazos, etc.

En definitiva, varios indicadores reflejan gue la dolarizacidn v la
cansiguiente apreciacién det tipo de cambio, sstan al origen de
{a pérdida de competitividad, la que es constante y creciente: la
{nica forma de revertila, de manera consistente, serd bajando
la tasa de intergs real, que, pese a las dedaraciones oficiales,
salo ha disminuide levemente.

Una forma inmediata de reducir las fasas. en un pequefio
porcentaje, v lograr asi una disminucién del tipo de cambio real,
con la consiguiente ganancia de competitividad,  seria integrar
todas las operaciones activas en su calcuto, mejorando la
recoleccidn de informacian y aumentando las sanciones para que
los “bancos no coludan” &/

En funcion de las  caracteristicas de |2 economia ecuatoriana:
bajo grado de profundizacian financiera { 7%, depositos a la
vista scbre PIB); alta  informatidad (40.4% en el empleg;
alrededor de 35% en el PIB); ausencia de cambios estructurales
luego de la adopcidn de la dolarizacidn; ete. se podifa formular
fa hipdtesis de que, en of sistema de precios de Ecuader,
continfia sirviendo coma numerario  {patrén nico de medida
-ghstracte- utilizado para expresar las valoraciones de las otras
mercancias} un  coeficiente con funciones de produccidn
“establecidas” en sucres.

Esto significa que las funciones del dinero se cumplirfan asi: la
unidad de cuenta, estaria dada un numeraric con precios
relativos, proximos al sucre; ¢l medio de cambio, el délar; v, el
depdsito de valor, se habria situado, en una primera etapa, en
et sector inmobiliario, tendencia que habria empezado a declinar.
De su lado, dada la escasa capacidad de ahorro de la mayoria
poblacionat v el precario comportamiento  de los depdsitos
monetarios 7f, -2,1%, en términos reales per cdpita, se puede
concluir que habrias fuga de recursos. De hecho, los bancos
mantenian 4g15 millones, en diciembre de 2003 en depdsitos en
el exterior, con un incremento de alrededor de mil millones de
US dolares, desde diciembre de 2001

u/ i

Although the previous calculation s rudimentary, it gives an
idea of the magnitude of the problem: duplicating the
percentage of imported consumption in a five-year period
invelves a violent break. In fact, economies of scale that can
be achieved in larger economies, plus the appreciation of the
real exchange rate, nullified the competitive capacity of these

companies in a context that was also marked by tight money.
Thus, according to IMF  “in the banking sector, deposits
continued to expand but credit to the private sector remained
stagnant, reflecting continued uncertainty about the direction of
economic policy, most deposits remained short term and banks
continued to expand their liquidity reserves abroad.. Banks
profit marging are stitl healthy, but nonperforming loan ratios
increased markedly to double digits in g out of 22 banks. The
deteripration was related to the growth slowdown as well as
tightening of the classification of consumer loans (consumer
leans account for one fourth of total).” Loans to the private
sector (bank portfolie to companies and households) declined
from US%4,320.8 million in December 2001 to US$4,141.0 in
December 2003 (US$188.8 million).

The same IMF report, under paragraph F. Risks to the Program,
states the following: “.. While progress has been made, the
Program is subject to considerable risks... The main risks related
to the steady erosion of competitiveness...” To date, the results
of a scheme as rigid as that of dollarization are definitely not
evident. Therefare, in its fourth year, it was announced that
“there would not be any policy package,” because in the three
preceding years, “orthodox” adjustment measures had been
applied: rise in gasoline prices, etc.

Definitively, various indicatars reflect that dollarization and the
ensuing gppreciation of the exchange rate are at the origin of the
lpss of competitiveness, which is steady and growing: the anly
way to reverse it consistently would be to lower the real interest
rate, which despite official declarations has declined only slightly.

An immediate way of reducing rates by a small percentage and
thus achieving a decline in the real exchange rate, with the
resulting gain in competitiveness, would be to incorporate all
active pperations to calculate them, improving the gathering of
information and increasing penalties so that “banks will not
coltyde.”

On the basis af the characteristics of the Ecuadorian economy,
that is, low degree of financial deepening (7%, sight deposits
over GDP), high informality (40.4% in employment, about 35% in
GDP), absence of structural changes after the adoption of
dollarization, etc., it could be assumed that, in Ecuader’s pricing
system, a coefficient with production functions “set™ in sucres
continues to serve as the numeraire {(single abstract reference
measlre used to sxpress the values of other merchandise).

This means that the money functions would take place as
follows: the unit of account, a numeraire with relative prices,
close to the sucre; the exchange medium, the dollar; and the
vatue deposil, would be situated, in a preliminary phase, in the
real estate sector, a trend that would have started to decline.
Furthermore, in view of the limited capacity o save of the
majority of the population and the flighty periormance of money
deposits , -2.1%, in real per capita terms, it can be concluded
that there would be a flight of resources. In fact, banks kept
deposits abroad amounting (o USH1,915 million in December
20073, with an increase of aboul one billion W3, dollars since
December 2001,




En consecuencia, la “moneda técnica” (el numerario, la unidad de
cuenta) de Ecuador, debide a la modalidad de establecimiento
de los precios relatives (gque se maodifican en funcidn de los
principales precios del sistema productivo interno) seguirfa
siendo el sucre: nadie podria sostener argumentada vy
consistentemente gue el precio del dinero, del trabajo y de otros
factores e insumos se modifican de acuerdo al precio del délar, o
de la economia estadounidense.

Ecuador tiene, entonces, un sistema de cambio fijo (hard peg),
como lo tuvo entre 1958 v 1982, con una pequefia ruptura en
1971 {gue llevo el tipo de cambio de 18 a 25 sucres por délar
en el marco del mismo sistema de tipo de cambio fijo).

LA COMPETITIVIDAD ILUSORIAg

Los organismos internacionales (labios para afueral; las
organizaciones nacionales y, las comentaristas gue apoyan a
rajatabla I3 dolarizacidn, inconscientemente sostienen que el
logro de la competitividad es un problema de “si se puede”.
Esta vez, el gran slogan -que tuvo el poder de unir a los
ecuatorianos- se referirfia a que, de acuerdo a esos criterios, los
entes productives estarfan en capacidad de auto-generar
competitividad. Como se verd, ésta no llega, necesariamente, a
los empresarios que creen en el pais.

Para evitar mat entendidos, es preciso explicitar un axioma: desde
el punto de vista tedrico ambos sistemas, seberania monetaria y
dolarizacién oficial, pueden ser viables, sabiendo, de entrada, gue
la dolarizacion oficial  es un esquema mas rgido, que regquiere
absoluta disciplina v preparacién de la politica economica v de
los agentes productivos. Es indudable que Ecuador tomd la
medida de forma apresurada v, aungue se afirmé qgue para allanar
el caming del nuevo esquema, se harian varias reformas,

8/ El término es willizzde en un estudio reciente por Mortimere, quien Uamz "Lz
compefitividad {fusoria, en el caso de. textiles y vestugrio... En el Asia se dio o que s
llama 'paguete comptete’, que comprends exportaclonss mas Integradas hacia adentre v
competitivas a nivel mundial. En Bl Salvador, se trata del 'paguete incompleto' con
exportacipnes de ensamblade aisladas del procese de industiatizacién del pais”, Ver
http:/ fwww.diariocolating.com/opiniones /detalles/detalies asp THewsID=245; San Salvadar,
martes 27 energ 2004,

As a result, Fouador's “technical currency” (the numeraire, the
unit of account), owing to this scheme of setling refative prices
{which are modified on the basis of the principal prices of the
domestic production system) will continue to be the sucre. No
ane can coherently argue or sustain that that the prices of
money, labor, and other factors and inputs are being modified in
line with the prices of the dollar or the U.S. economy.

Ecuador therefore has a hard peg currency system, as it did
between 1958 and 1982, with a short break in 1gy1 (which
increased the exchange rate from 18 to 25 sucres per dollar in
the framework of the same hard peg cusrency exchange
system).

ILLUSORY COMPETITIVENESS

International organizations (with jutting lips), national
organizations , and commentators that strenuously support
dollarization, carelessly assert that achieving competitiveness
is @ matter aof “yes, it can be done.” This time, the big slogan,
which was able to bring Ecuadorians together, referred to the
fact that, according to these criteria, productive bodies would
be capable of generating competitiveness by themselves. As
seen below, this does not necessarily mean the same as
businessmen who believe in the country.

To avoid misunderstandings, this axiom has to be explained:
from the theoretical standpoint, both systems, either monetary
sovereignty or official dollarization, can he viable, although
from the start it should be clear that official dollarization is a
more rigid scheme that requires rigorous discipline and the
preparation of an economic policy and productive agents.
There is no doubt that Ecuador adopted this measure hastily,
although it was asserted that, to pave the way for the
implementation of this new scheme, various fiscal, labar, and
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fiscal, laboral, arancelaria, se crearian fondos de estabilizacidn,
pte. Retrospectivamente, se abserva que a agenda de reformas
sigue siendo la misma, con obvios estrangulamientios ¥ rigideces
gn af esquema.

La sityacion es muy parecida a la de B! Salvador Un medio de
prensa de ese pais, en su edicion del 27 de anera de 2004, en un
analisis del Tratadn de Lbre Camercio de Centro América, anota:

“Conclusion: es Costa Rica el que ha logrado un modelo
exportador mas integrado a su aparato productivo nacional, y
con mayor valor agregado incorporando progreso técnico. A
pesar de no haber privatizado sus servicios plblicos es v ha
sido el principal perceptor de la IED, con tecnologia mas
avanzada y con expoflacicnes mas diversificadas. Tampoco
dolarizado. En cuanto a competitividad espura el pais que
atrajo v atraerd la IED para maquila de tecnolegia no
avanzada, aislada del proceso productive nacional, basada en
mano de obra barata, es Honduras. La adeopcion del délar
come moneda elimina fa posibilidad de competir con el vacino
pals via tipo de camblo, y con Costa Rica menos. Y aungue Ud,
no lo crea, esto es y sera con y sin CAFTA, v aunque quieran
favorecer a Ef Salvadoer Este no lo necesita gracias.. iiA las
benditas remesasi? 1o/,

Para continuar "E actual enfogue de moductividad requiere
ponerte afencidén a otras variabies, como la calidad de la
inversion extranjera {que ta productividad se irradie al resto de
la economia), algunos tipos de inversion en educacion {técnica
en ciertas ramash, v el fomento de algunos “Clusters”
emergentes.. con este nuevo enfoque de atraer inversién
hacia la productividad (competitividad no espuria) no puede
dependerse de zonas francas en donde se dan incentivos
fiscales genergsos para abraerla, v en proceses industriales
desarticulados del aparato productivo.

Por ejemplo en México, la perdida de competitividad
internacional pcasionada por la apreciacion del peso obligd al
trasiado de varias plantas maquiladoras @ Asia, produciendo
una cesantia de mas de 200,000 personas.

Por ello, este tipo de industria {bajo valor agregado), al no
integrarse al proceso productive nacional, asi como gana
répidamenie competitividad internacional {medida por % de
participacién en el mercado mundial) igualmente la pierde
abruptamente. De ahi la imporfancia de cuestionarse si el pais
receptor mejora sus actividades hacia un mayor valor
agregado o simplemente gueda expuesto a precios que lo
retiran del mercado.

Alraer inversiGn extreniera ¢ nacionpzal. Por cerio, también
INCAE dice., “Las condiciones macroeconémicas son
necesarias, pero no suficientes. Proveen la oportunidad de
crear rigueza, pere Ng crean riqueza por si mismas... A menos
gue se dé un mejoramiento  apropiado ea el njvel
microecondmico, las reformas legales, politicas, fiscales y
monelarias no generardn fodes los frutos esperados™
Ecuador, esta, apenas, esperando las reformas anunciadas
hace cuatro afios,

LA DEPRECIACION DEL DOLAR

El hecho de gue Ecuador tengs como moneds oficial el ddlar
de fos Estados de Anérica, plantea la necesidad de realizar un
cercang seguimiento a su depreciaciones v a las reacciones
gue se dén en otros paises, en especial, en la Unién Europea.
En efecto, 13 depreciacion del ddlar repercute en lodos fos
naises. Los EE. UU. Trasladan, asi, la solucidn a su abultado
déficit, al resto del mundo; para gue éste legue 3 1.5% del
PIB, la depreciacidn deberia ser de 30%.

La afectacidn a las economias intermacionales es mayor, en
fungion de fa apreciacion de la moneda nacional v de fa parte
de exporiaciones gue se realice en délares; por otro lado, si

10/ Ecolating; ibid...

customs  reforms  would be made, stabilization  funds
established, elc. Looking back, it can be observed that the
reform agenda is still the same, with obvious battlenecks and
rigidities.

The situation is very similar to that of El Salvador. The lanuary
27, zo04 edition of a Salvadoran newspaper, in an analysis of
the Free Trade Treaty of Central America, noted the following:

“Conclusion: Costa Rica is the country that has managed te
achieve an export model that is more integrated inte its
national productive base and with a higher added value,
incorporating technical progress. Although it did not privatize
its public services, it is and has been the principal beneficiary
of IED, with more advanced technology and with more
diversified exports. Nor has it dollarized. As for spurious
competitiveness, the country that attracted and will attract IED
for offshore processing of non-advanced technology, removed
from the national production process and relying on cheap
tabor, is Honduras. Adoption of the U.S. dollar as a currency
eliminates the possibility of competing with the neighboring
country via the exchange rate and even less with Costa Rica.
And although, believe it or not, this is and will be with or
without CAFTA and =lthough they wish to favor El Salvador. it
does not need it thanks ... to the damned remittances!!”

To continue: “The current focus of productivity requires paying
attention to other variables, such as the quality of foreign
investment (so that productivity will spread to the rest of the
economy), some types of investment in education (technical
education in certain fields), and the promotion of emerging
“clusters”... with this new approach of luring investment for
proguctivity {non-spurious competitiveness) it cannot depend
on free tragde zones where generous fiscal incentives are given
to attract investment and op industrial processes that are
separate from the productive base.

For example, in  Mexico, the loss of international
competitiveness triggered by the appreciation of the peso
forced various offshore processing plants to Asia, leading to
the dismissal of 200,000 persons.

Because of this, as this type of industry (low added value) is
net integrated into the national productive process, it can gain
international competitiveness {measured by the % share in the
world market} just as quickly as it can lose it. That is why it
is important to ask if the beneficiary country is enhancing its
activities foward higher added value or if it is simply being
exposed to prices that take it off the market.

Attracting foreign or national investment. Indeed, INCAE also
says:  “Macroeconomic conditions are necessary but not
enough. They provide the opportunity to create wealth but
they do not themselves create wealth. Unless there is a
suitable improvement in microeconomic activities, legal,
political, fiscal, and monetary reforms will not generate all the
results that are expected.” And Ecuador is still waiting for the
reforms that were announced four years ago.

DEPRECIATION OF THE DOLLAR

Because Fcuador has adopted the U.S. dollar as its official
currency, it must closely monitor any depreciation of the dollar,
as well as the reactions this depreciation triggers in other
countries, especially in the European Union. In effect, the
depreciation of the dollar has repercyssions for all countries.
This is how the United States shifts the solution of its huge
deficit onto the rest of the world. So that its deficit will
amount to 1.5% of GDP, depreciation of the dellar should
amount to 30%.




bien puede haber medidas defensivas, (devaluaciones,
diversificacian det comercio, etc.), éstas son de escaso efecto
y la solucitn, de acuerdo a la opinién de los Estados Unidos
(0}, debe generarse “en el mercado”; es posible que se
produzca una “competencia” de tasas de interés, que permitan
compelir por recursos.

Habria que evaluar culnto le conviene a la UE esta situacin:
asi, es preciso evaluar como reacciona la rentabilidad de su
mercado de valores, visto que ante una baja demasiado
elevada del délar, la recuperacion de valores denominados en
esa moneda es dificil; el petrdleo se factura en US délares; el
comercio intra union es elevado, Sin embargo, hay sectores
como la consfruccién naval, aerondutica vy otros que se
disputan mercados del area del ddélar. o industrias
directamente exportadoras a los Estados Unidos, que son
fuertemente afectados. Parece que las elecciones en fos
Estados Unidos; el hecho de gue una consolidacion de
Estados Unidos, servitia de “locomotora” a la Unidn Europea,
SO BTEUMEntns para no actuar y mover la tasa de interés; se
dice que el limite es el 35%...

En el caso de Ecuador, vista ta formacidn de los precios v sus
funciones de produccidn, no se puede evitar los efectos de {a
apreciacion del tipo de cambio. Es de prever una elevacion de
las importaciones v, en funcién de la adecuada estrategia de
los  agentes ccondmicos, una diversificacién de las
exportacignes.

La condicidn sine  qua non para generar efectos mayores,
estd en una rigurosa disciplina fiscal, con déficit cracientes, los
efectos serian irreversibles.

International econgmies are more deeply affected by this
depreciation becayuse of the appreciation of their own national
currencies and that portion of their exports In U.S. dollars.
Furthermore, although defensive measures can be adopted
(devaluation, trade divessification, etc.), they have a limited
effect and the selution, in the opinion of the United States (D),
should be generated “on the market”, possibly leading tu an
interest rate “competition”, which would permit competing for
resources,

To what extent this situation suits the European Union would
have to be assessed. Thus, il is necessary to evaluate how its
stock market earnings respond, since in the face of an
excessive decline in the dollar, the recovery of securities in
this currency would be difficult; oil 1s billed in U.S. dollars;
and intra-Union trade is high. Nevertheless, there are sectors
such as shipbuilding, aeronautics, and others that contend for
markets in the dollar area or industries that expaort directly to
the United States which are heavily affected. It seems that the
elections in the United States and the fact that a consolidation
of the United States would act as a driving force for the
European Union are arguments to avoid acting and maoving the
interest rate; it is said that the fimit is 35%..,

In the case of Ecuyador, in view of price formation and ifs
production functions, the impacts of an appreciation in the
exchange rate cannot be avoided. A rise in imports is to be
expected and, on the basis of the adequale stratezy of
economic agents, a diversification of exports as weil,

The essential prerequisite for generating greater Impacls is
tight fiscal discipline, with growing deficits. The effects would
be frreversible.



