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Abstract

This graduation thesis is done with bibliographic and field research to understand the
brief history and the existing pattern of Foreign Trade between Ecuador and the UK
from 2007 to 2012. A chronological overview of the Bilateral Treaties is analyzed; the
first conclusion is that most of these treaties are only the result of the time period they
were signed in. Today, most of these treaties are not in effect. An overview of the British
Market is also analyzed to determine its most important aspects; such as Political,
Economic, Social and Technological. The main theme of this thesis is an analysis based
on the Trade Balance of Ecuador and the UK, the trade pattern based on the
Commerce of Traditional Products with No Value Added, the achievements in the years
of its commercial history, and how the trade balance could be improved.
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Note: According to Maria Cristina Mufioz, head of the Department of Culture of the
Embassy of Ecuador in the United Kingdom of Great Britain and Northern Ireland, and
Francisco Mena Guarderas, Director of Pro Ecuador in London, it is correct to refer to

the UK and its citizens as “an English country or English State” or “English.”
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Introduction

Diplomatic and trade relations have emerged as a solution to track and address the
needs of people who are slowly looking for better days for themselves and the society

around them.

Globalization has forced countries to seek ways to relate to other countries; most of the
time nations seek to create partnerships with similar countries to achieve better and

effective trade, better diplomatic relations, and avoid crises.

Ecuador, in order to improve trade, seeks new markets for its products. This in turn will
increase revenue, improve the balance of payments, create more opportunities for both
exporters and importers, and optimize foreign relations. As a result, Ecuador will have
better national development, maintaining cooperation and peace due to stable

international relations.

The United States is the main trading partner of Ecuador. According to the business
analysis of Pro Ecuador, from December of 2014 to January of 2015, there was a deficit
in the trade balance with the United States of approximately $3 million; between

January and December, $2.8 billion in exports was generated.

Exports to the US creates disadvantages for domestic trade, as most products or
services are solely destined for that country; although the second highest trading
partner of Ecuador is the European Union, one must keep in mind that this is a regional
block, not a country. The Central Bank of Ecuador generates this information each year.
The official website of the Delegation of the European Union for Ecuador affirms the
above statement; noting that for 2012, trade between Ecuador and the regional bloc
was around €4.7 billion, making the European Union Ecuador's second highest trading

partner.

In the table below we can see the constant trade that has been going on in recent years
between the EU and Ecuador; exports were higher than imports from Ecuador to the

European Union.

lhttp://eeas.europa.eu/deIegations/e(:uador/eu_ecuador/trade_reIation/biIateral_agreement/index_es.hm
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Graph N° 1: Trade between the EU and Ecuador in 2012
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Source: Delegation of the European Union for Ecuador

Prepared by: Delegation of the European Union for Ecuador

The thesis topic presented in this study is of great importance to Ecuador since part of
this investigation is of a country that belongs to the European Union. It should be noted

that the bilateral trade figures with the EU are not very encouraging for Ecuador.

In this study we can determine the evolution of international trade and relations between
the Republic of Ecuador and the United Kingdom - specifically, Great Britain and
Northern Ireland - as well as new perspectives and new ideas to further growth in
bilateral trade between the two nations, given that the UK has one of the most stable
economies for businesses. According to Transparency International, the UK is one of
the most transparent countries in the world for international business and is in a better

position than France, USA, and Japan.
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Globally, The United Kingdom is 17™ in terms of corruption, France is 22", the United

States is 19", and Japan is on par with the UK at 17™.2

This thesis study provides an excellent opportunity to enhance existing trade relations
between the two countries, market new products, and improve importation and

exportation between Ecuador, Great Britain, and Northern Ireland.

We will study the four most important aspects of the UK: political, economic, social and

technological.

The suggestions and comments made in this thesis regarding the proposals for the
strengthening and growth of diplomatic and trade relations are personally expressed in

order to reach the respective conclusions.

2http://WWW.transparency.org/news/pressreIease/20121205_comunicado_de_prensa_indice_de_percepcion_de_la_c
orrupcion_2012.
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Chapter I: Background of trade relations and agreements signed by Ecuador

and the United Kingdom

1.1 Historical precedents

Relations between America and Europe have existed for over 500 years through
trade, diplomacy, and politics; these in turn have increased and evolved over the
years, most notably the European cultural that has influenced the American

continent.

One of the first trade routes was established between the Kingdom of Spain and
the new American continent in 1492. The commercial process began through
colonization, but gradually declined as the merchandise obtained was confiscated,
retained, seized, and/or stolen by English and Dutch pirates® that controlled much
of the route in the Atlantic.

Another form of commerce that was used was known as “triangular trade.”*
Europeans traveled to Africa to buy slaves which would be transported to America
to work; in America, merchants would also trade the slaves for precious materials,
coffee, cocoa, etc., which would then be shipped to Europe. This process would be

repeated many times over.

This route was controlled by the Portuguese and Spanish in the sixteenth century,

the Dutch in the seventeenth century, and the English in the eighteenth century.

The presence of the United Kingdom was of great importance in American soil
after the weakening of the Kingdom of Spain in America. The UK in the first quarter
of the nineteenth century had an economically significant increase in the Americas

since the Napoleonic blockade, also called the Continental Blockade - a

8 History of Latin America. Colonial Latin America: America and Europe in the XVI, XVII, and XVIII centuries.
Leslie Bethel
4http://portal.unesco.org/culture/es/ev.php-URL_ID:19228&URL_DO:DO_TOPIC&URL_SECTION:201.htmI

1



commercial system imposed by France to exclude the United Kingdom from any
kind of trade with the rest of Europe, did not allow the UK to import or export their
goods to Europe legally, forcing the products made by Britain to be sent to the

American colonies.

Shipping to America was indirectly managed through smuggling; very little direct
shipping was done from the port of Cadiz in Spain, which at that time belonged to

Britain.

From 1825 on, exports directed towards America ranged between 4 and 6 million
pounds; most exports were destined for Brazil (Mora, Historia general de América
Latina: Los proyectos nacionales latinoamericanos: sus instrumentos vy
articulacion). Although these numbers dwindled considerably, even the four and six
million pounds imported caused much havoc in the domestic economy, since small
producers did not have the financial power that British merchants had at that time.
Today, this would be considered unfair competition.

The British began to import cotton textiles, which created a demand that didn’t exist
prior to that time as people were accustomed to products made from local wool.
This did not mean that local shops disappeared but it did lead to many employees

losing their jobs due to lack of demand for their products.

The only thing protecting domestic trade was landforms, mountain ranges, and
large distances within the continent as there was no facility to move from coast to

coast; thus, domestic producers continued to survive for several decades.

The industrial revolution was led by Britain in the eighteenth and nineteenth
centuries which allowed major advances in areas such as trade, cultural,
technology, among others. Manufacturing output at that time had become fifty
percent cheaper, enabling an improvement in the trade agreements with America

and leading to economic openness between the two continents.



1.2 Agreements signed between the two countries

Treaties signed between Ecuador and the UK included: diplomatic, commercial,

technical, cultural, economic, and scientific agreements.

This has allowed America to have better relations with Britain and thus maintain
diplomacy and elevate trade cooperation. The aforementioned treaties are as

follows:

Graph N° 2: Trade Agreements

TRADE AGREEMENTS

FRIENDSHIP TREATY Commerce and Navigation, Quito January 14,
1839/1848/1850/1851/1880

CONVENTION ON TRADE MARKS, INDUSTRIAL DESIGNS, AND
SAMPLES, Quito August 26, 1892.

CONVENTION ON CERTAIN COMMERCIAL DEBTS, London June 18,
1984 / January 29, 1986




Graph N° 3: Financial Agreements

FINANCIAL AGREEMENTS

CONVENTION FOR THE PAYMENT OF DEBT, Quito, November 6, 1854.

AGREEMENT ON MACKINTOSH DEBT, Quito, July 24, 1857.

CREDIT AGREEMENT 1966 London, February 15, 1966.

LOAN UNITED KINGDOM / ECUADOR (INECEL), Quito, November 15, 1969 / June 16, 1975 / March 22,
1983 / June 15, 1975 / November 11, 1976 / November 19, 1976 / April 15, 1977 (2) / December 1, 1978

AGREEMENT FOR THE GRANTING OF FINANCIAL RESOURCES FOR THE ACQUISITION OF GENERATORS AND
ELECTRICAL EQUIPMENT (INECEL) / April 10, 1975

Exchange of notes between REPRESENTATIVES OF ECUADOR AND THE UNITED KINGDOM IN RELATION TO
PUBLIC DEBT - 1994 AGREEMENT BETWEEN THE TWO COUNTRIES, London, June 6, 1994.

FINANCING AGREEMENT "1995 MINING PROJECT AND ENVIRONMENTAL CONTROL OF WORLD BANK,
Quito, March 3, 1995.

DEBT AGREEMENT UNITED KINGDOM / ECUADOR No. 7 (2000), Quito, October 3, 2001.

CONSOLIDATION OF DEBT AGREEMENT SIGNED BETWEEN GREAT BRITAIN AND ECUADOR No.8 (2003),
London June 13, 2003 / September 14, 2005




Graph N° 4: Diplomatic Agreements

DIPLOMATIC AGREEMENTS

TREATY ON BAN OF THE SLAVE TRADE, QUITO, MAY 24 1841

POSTAL CONVENTION, JANUARY 28, 1861.
EXTRACTION TREATY, QUITO, SEPTEMBER 20, 1880 / JULY 17, 1885
PROTOCOL ON BRITISH POSSESSIONS. 1880 QUITO, 17 JULY 1885.

CONVENTION ON PACKAGE SHIPPING / SEPTEMBER 24, 1911 / SEPTEMBER 24, 1916 / JUNE 4, 1993
CONVENTION ON THE TREATMENT OF TRAVEL AGENTS, QUITO, JANUARY 5, 1929.
CONVENTION ON EXTENSION OF BRITISH PROTECTORATES SEPTEMBER 20, 1880
CONVENTION ON DIPLOMATIC CASES, LONDON, NOVEMBER 1, 1939
AGREEMENT ON RIGHTS OF PASSPORT VISAS, JUNE 28, 1946 / SEPTEMBER 13, 1963 / JULY 23, 1968
MEMORANDUM OF UNDERSTANDING ECUADOR -UNITED KINGDOM, LONDON, MAY 7, 1985.

AGREEMENT ON DEPENDENTS OF STAFF ACCREDITED IN OFFICIAL MISSION MAY ACCEPT JOBS IN THE HOST
COUNTRY, QUITO, APRIL 17, 1990

MUTUAL ASSISTANCE IN RELATION TO DRUG TRAFFICKING, QUITO, IN MAY 1992.

AGREEMENT BETWEEN THE KINGDOM AND ECUADOR ON THE TRANSFER OF PRISONERS, JULY 21, 2001

AGREEMENT FOR ELIMINATING ELECTRONIC REVIEW (X-RAY) OF DIPLOMATIC MAILBAG. QUITO, JANUARY 14, 2010.




Graph N° 5: Technical Agreements

TECHNICAL AGREEMENTS

SUPPLEMENTAL MEMORANDUM EXECUTION OF GEOLOGICAL RESEARCH IN ECUADOR, JULY 16, 1973 / AUGUST 7,
1975/ APRIL 24, 1978

MEMORANDUM OF UNDERSTANDING ON TECHNICAL COOPERATION THROUGH SECAP TRADES IN
ELECTRICALTRAINING , JULY 16, 1973 / JUNE 18, 1979

MEMORANDUM OF UNDERSTANDING ON TECHNICAL COOPERATION BETWEEN THE GOVERNMENT OF THE UNITED
KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND, QUITO, JANUARY 5, 1972.

BRITISH REQUEST FOR TECHNICAL ASSISTANCE, QUITO, SEPTEMBER 29, 1976. (AGRICULTURAL TREATY)

MEMORANDUM OF UNDERSTANDING ON TECHNICAL COOPERATION, QUITO, JUNE 13, 1979. ESPOL AS THE BODY
RESPONSIBLE FOR THE COMMITMENTS WITH THE UNITED KINGDOM. / JUNE 10, 1983 / AUGUST 26, 1989

AGREEMENT BETWEEN THE REPUBLIC OF ECUADOR AND THE COMMONWEALTH OF ENGLAND CORPORATION ON
CONDITIONS TO OPERATE IN ECUADOR. QUITO, DECEMBER 8, 1982.

SUPPLEMENTARY AGREEMENT ON TECHNICAL COOPERATION INVESTIGATION OF COCOA, QUITO, DECEMBER 4,
1985 IMPLEMENTED UNDER THE "NATIONAL AGRICULTURAL RESEARCH INSTITUTE" (INIAPI) / MARCH 7, 1990

TECHNICAL COOPERATION FOR THE IMPLEMENTATION OF THE GEOLOGICAL RESEARCH PROJECT IN THE
CORDILLERA REAL OF ECUADOR, QUITO, MAY 15, 1986 / OCTOBER 10, 1987 / OCTOBER 5, 1990

TECHNICAL COOPERATION FOR FISHERIES DEVELOPMENT PROJECT, QUITO, MAY 15, 1986 / FEBRUARY 24, 1993

MEMORANDUM FOR THE PROVISION OF AN AMBULANCE BOAT, QUITO AUGUST 20, 1987.

STUDY ON TRANSPORT PROJECT IN ECUADOR, QUITO, MAY 4, 1988 / JUNE 23, 1993

MINING DEVELOPMENT PROJECT. QUITO, SEPTEMBER 8, 1997.

AGREEMENT ON AIR SERVICES, QUITO, JANUARY 4, 2007.




Graph N° 6: Cultural, Social, and Investment Agreements

CULTURAL, SOCIAL, AND
INVESTMENT AGREEMENTS

CULTURAL AGREEMENT BETWEEN THE GOVERNMENT OF ECUADOR AND THE GOVERNMENT OF GREAT
BRITAIN AND NORTHERN IRELAND, QUITO, ON JUNE 18, 1979.

PROJECT ON PROFESSIONAL TRAINING OF ENGLISH TEACHERS, QUITO, MARCH 2, 1989

CONVENTION ECUADOR- UK FOR THE PROMOTION AND PROTECTION OF INVESTMENTS, SIGNED IN
QUITO ON MAY 10, 1994.

EXCHANGE OF NOTES BETWEEN THE UK AND ECUADOR IN RELATION TO THE BRITISH SCHOOL, QUITO,
JUNE 6, 1995.

AGREEMENT TO EXTEND THE AGREEMENT FOR THE PROMOTION AND PROTECTION OF INVESTMENTS
ON THE ISLE OF MAN, THE GUERBSEY BAILIWICKS, AND JERSEY, QUITO, MAY 18, 1999.

MINUTES FROM THE MEETING WITH THE AERONAUTICS AUTHORITIES FROM THE KINGDOM OF GREAT
BRITAIN AND NORTHERN IRELAND, QUITO, APRIL 2005.

AGREEMENT BETWEEN THE INTER NATIONAL RAILWAY MUSEUM FR YORK (NATIONAL RAILWAY
MUSEUM) AND THE ECUADOR RAILROAD COMPANY, QUITO, MARCH 26, 2010.

Source: Historical Archive of the Ministry of Foreign Affairs and Human / SITRAC Mobility
(Ecuador Treaty System - United Kingdom of Great Britain and Northern Ireland.
Prepared by: The author



1.3 Meetings between the government of the Republic of Ecuador and the
government of the United Kingdom - Great Britain and Northern Ireland

All meetings that the Governments of Ecuador and the United Kingdom have had
are considered “official.” Meetings attended by the President or Head of State of
either of these two governments, the Minister of Foreign Affairs, a ministerial
representative, cabinet leader, personnel officer, or any other representative on

behalf of Ecuador to the United Kingdom or vice versa are considered official.

As told to the author of this study in the Ministry of Foreign Affairs, according to
officials of the Department of International Treaties, official visits between the two

governments are counted according to the treaties signed by them.

To sign any kind of treaty, the two sides, or a representative, must be present so
that they become effective upon entry into force. There are only certain
Government Releases where it is not necessary that any of the parties be present
at the time of signature; however, it is proper diplomatic form when one of the
parties is not present, that these communications pass through the respective

embassies for any necessary seals and signatures.

The main objective was to investigate how trade and diplomatic ties were formed

with the UK, and how they developed until today.

Treaties, conventions, agreements, and so on are the main force of International
Relations, as it is through these that parameters are set regarding various issues

which help maintain stability for signatory nations.

Most existing treaties form the backbone of the fundamental cooperation of various
nations, in order to promote sustained and efficient agreements. It can be seen
that, despite having signed around eighty three treaties throughout history, these

unfortunately have not laid foundations for a sustainable economic relationship.

The treaties signed and the meetings held were the result of the period in which
they were signed; mostly, the UK was instrumental in the creation of electrical

networks for various cities in Ecuador, as well as a stretch of the railroad that runs



through the country. These projects led to agreements for the payment of debts,

which then resulted in several meetings to reach a debt settlement agreement.

Most of the treaties between the UK and Ecuador are no longer in force, and the
few that remain, in spite of their importance, have not become cornerstones of
trade relations between the two countries. The two nations should reach solid
agreements that strengthen relations over time, unlike the agreements that exist

today.



Chapter IlI: Profile of the United Kingdom - specifically Great Britain and
Northern Ireland

The main goal of this chapter is to understand the main geographical, political,
economic, social, technological and cultural aspects of the UK, as well as its
investment policy and strategic alliances. This objective will be achieved through
a PEST analysis (Political, Economic, Social and Technological), which will

reveal more about the current situation of the English country.

2.1. Political factor

The UK is a parliamentary constitutional monarchy and a unitary state, divided
into four constituent countries: Scotland, Wales, Northern Ireland, and England.
The head of state is the Queen; her role is based on three constitutional
principles: The right to counsel, the right to notice, and the right to be consulted.
The Head of Government is the Prime Minister who has all executive rights to
the full development of the country and the appointment of the Presidential
Cabinet.

On May 6, 2010 the last elections in the UK took place, in which David Cameron
was elected as the British Prime Minister. The Conservative Party was the
overall winner in the elections, taking a total of 306 seats, followed by the Labor
Party with 256 seats. (Spanish Ministry of Foreign Affairs)

To regulate the UK parliament, the monarchy, which is represented by the
Queen, the House of Commons, and House of Lords were established. For a set
of legislation to pass, it is necessary for the three aforementioned institutions to
give their approval; the approval of the Queen is given routinely. Wales and
Scotland, despite having representation in Parliament in London, have their own
assemblies which are in Edinburgh and Cardiff, respectively.
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The UK grants trade preferences to several countries which maintain good
diplomatic relations and which have signed a number of agreements, as well as
social, technological, and cultural treaties. Design for a UK trade policy takes
into account economic, social, and geographic issues, mainly to manage trade
preferences by sectors In the case of the European Free Trade Association and
the General System of Preferences (GSP+), these entities give trade facilities
countries in the Andean region, such as Ecuador, Bolivia, Colombia, Peru, and

Venezuela. (Colombo - British Chamber of Commerce)

The UK’s investment policy is very friendly both domestically and overseas.
According to an interview with the Director of Pro Ecuador in London, Francisco
Mena Guarderas, the UK has a program of incentives to foreign investors; these

are divided into two areas:

e State Incentives

e Regional Development Agency

These incentives emerged after the crisis in 2008 and after the European crisis
hit the UK. During that time, the UK’s status as a best place to invest went down;

however, this was offset with the incentives mentioned above.

According to a study by Globe International, the UK has 22 laws on environment
issues; although this is not a very high amount, at least it gives us an idea of the
clear view that this country has concerning this issue and their fight against

problems like global warming. (Global International)

In terms of education policy, education in the UK falls under the Department of
Education, this entity has sub-departments that regulate each constituent
country. In Scotland, the agency responsible for education is the “Department of
Education and Learning,” in Wales it is the “Department for Education and
Skills,” and in Northern Ireland it is the “Department of Education.” Primary and
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secondary education is also regulated by local authorities in each region and

there is also a small section on private education.

2.2. Economic factor

The main economic indicators in the United Kingdom are:

Table N° 1: Major Economic Indicators in the UK - 2013/2014

Currency:

Exchange rate:

GDP:

GDP per capita (USD):
Inflation rate (%):
Growth rate (%):

Unemployment rate (%):

Workforce:
Industry:
Agriculture:
Livestock:

Natural resources:

Major export products:

Export destinations (%):

Major import products:
Source of Imports:

British Pound (£)
£1 = $1.55°
2.678 billion USD (2013)
$37,955 USD (2013)
2.725 % (2013)
2.70 % (2013)
5.7 % (2014)
32,377,782 people (2013)
Technology, construction, mining, textiles
Potatoes, wheat, barley
Ovine, bovine.
Oil, coal
Machinery, chemicals, food
United States, Germany, France, Ireland, mainly.
Machinery, fuel, food
Germany, United States, People's Republic of
China, Netherlands.

Source: World Bank / Trading Economics

Prepared by: The author

° Exchange rate on January 2, 2015.
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The UK economy is one of the largest in the European continent and the world;
the UK economy is behind the German economy and is parallel with the French
economy according to data from the European Central Bank.

After World War 11, and after losing several colonies, the United Kingdom was
still considered a world power. The UK managed to strengthen its ties with the
United States, as well as with so-called "allies," and to this day has a strong role
in the world economy.

Economic indicators are statistical or numerical elements that show the
development and behavior of an economy over time, or for a set period, in terms
of Gross Domestic Product (GDP), which represents the market value of all
goods and services produced in a nation during a period of usually one year
(Krugman y Wells). The UK has increased its GDP from €2.296 trillion in 2010
to €2.464 trillion in 2011, an increase of 1.1%. In 2012, the UK’s GDP increased
another 0.3% with €2.476 trillion.

Table N° 2: Changes in GDP for 2010, 2011, and 2012

Growth Indicators 2010 2011 2012
GDP (in billions of US $) 2,296.93| 2,464.64( 2,476.67
GDP (annual growth in %, constant price) 1.7 1.1 0.3
GDP per capita (US $) 36,891 39,286 39,161
Balance of public finances (in % of the GDP) -8.4 0 -5.8
National debt (in % of the GDP) 78.5 84.3 88.8
Inflation rate (%) 3.3 4.5 2.8

Source: World Bank / National Census Bureau

According to a study issued by the Ministry of Culture of the United Kingdom,
the UK entered a recession following the global credit crisis; however, there
have been periods of growth in recent years from the proper investment of
domestic enterprises. The services sector has also been gradually increasing,

representing 75% of GDP in 2012. The UK had a lot of public spending prior to
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the completion of the Olympic Games which means that the economy received a
number of additional resources; these resources impacted the purchase of
consumer goods, housing, and investment spending.

Economic crises go hand in hand with unemployment, and the UK was affected
like most European countries; but, by 2012, unemployment fell by 7% meaning
30.94 million people found a job, and 1.86 million people stayed unemployed,
mainly due to part-time jobs according to the National Bureau of Statistics and

Census.

According to a study by the University of Santander - Spain, in 2012, the British
economy started to recover which is a normal reaction in the economy; however,
this is not a real improvement in the economy, despite showing significant
improvements the economy still has several challenges to meet. In 2012 people
began to borrow money again which stimulated growth; Finance Minister
George Osborne (University of Santander) said in late 2012 that the British
economy was recovering rapidly; despite having suffered several problems,
residents of the United Kingdom had not felt the implications of being in a global
crisis thanks to measures taken such as stimulating the manufacturing sector,
which helped the economy to break away from its dependence on consumption
and credit. According to figures from the International Monetary Fund (IMF), by

the year 2018 and 2019, the UK economy will be the star of Europe.

Pro Ecuador, in its economic profile of the UK, indicates that the most important
economic sectors are technology, agriculture, and non-renewable resources,
and there is a lot of potential in the communication sector. Although in recent
years the reserves of natural gas and oil in the UK have been falling, today,

Shell and British Petroleum are still world leaders in the oil industry.

The main exports from the UK to the world are machinery, transport vehicles,

and chemicals. The service sector accounts for almost 80% of GDP, thus
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representing the driving force of the economy. London is known for being the
main financial engine of the country and one of the largest in Europe. Here we
can see the relationship of the UK’s GDP compared to the rest of the world.

Table N° 3: Comparison of the UK’s GDP with the World - 2013

Gross domestic product 2013
{millions of
Ranking Economy US dollars)
1 United States 16,768,100
2 China 9,240,270
3 Japan 4919 553
4 Germany 3,730,261
5 France 2,806,428
[ United Kingdom 2 678 455
T Brazil 2,245 673
g Italy 2,149,485
9 Russian Federation 2,006,777
10 India 1,876,797
Ranking Economy US dollars)
&0 Angola 124178
61 Morocco 103,836 =
62 Puerto Rico 103,135
63 Slovak Republic 97,707
64 Ecuador 94,473
65 Oman 79,656
66 Libya 74,200

Source: World Bank®

2.3. Social factor

The UK is located to the northeast of France, on the Atlantic Ocean and the
North Sea, covering a sixth of the islands of Northern Ireland, with dependent
territories such as Gibraltar, the Falkland Islands (Malvinas), San Cristobal -
Nevis, Saint Lucia, the Solomon Islands, and the Virgin Islands (Proecuador).
The United Kingdom of Great Britain and Northern Ireland has a total area of
243,610 km?,

6 http://databank.worldbank.org/data/download/GDP.pdf
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According to the National Statistics and Census page, the literacy rate in the UK
IS 99%. In 2013 the population was 63.7 million, representing an increase of
0.7% compared to 2012.

The following graph shows the population pyramid in 2014:

Image N° 1: UK 2014 population pyramid

Male United Kingdom - 2014 Female

3 2.4 18 1.2 06 0 ¢] 0.6 1.2 18 2.4 3

Population (in millions) Age Group Population (in millions)

Source: National Bureau of Statistics and Censuses’

It can be seen in the chart above that peak ages are distributed as follows: The
largest population of men are aged 20-24 / 25-25 and 45-49; and women in the
population are distributed mainly in the ages of 25-29 and 45-49, which indicates

that the majority of the population is relatively young and economically active.

Despite having a young population today, the author believes that it will not be
sustainable in the long run; in 10, 15 and 20 years the population, now

"http://www.ons.gov.uk/ons/interactive/uk-population-pyramid---dvc1/index.html
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considered economically active, will no longer be so. Production in the UK could
fall into a deep recession and will generate strong demand for foreign young
people, as in the case of Spain. Nevertheless, a specific analysis of the UK
population, specifically the impact on production, would be the subject of

another study.

According to the National Bureau of Statistics and Census, the population is
distributed according to the regions that make up the country; the population is
divided as follows: In England there are 53.5 million people, in Scotland there
are 5.3 million, in Wales there are 3.1 million, and in Northern Ireland there are

1.8 million.

Michael Pooler, economist and author for the Financial Times, says London is
the capital of England and the UK; also it has the greatest number of people
throughout the kingdom and lies on the Thames River. London is known like

New York, as one of the major financial centers in the world.

Edinburgh, capital of Scotland, is one of the most visited cities, annually.
According to the local Edinburgh government, services is one of the largest
sources of employment, as millions of tourists come to visit the city for its great
architecture and history. Among the most famous landmarks is Edinburgh
Castle, a participant in the fight against the Norman invasions of the

seventeenth century.

Belfast, the capital and largest city of Northern Ireland, is located in the
northeast of Northern Ireland and has a population of 280,962 inhabitants; over
40% are people are under 30 years of age. The economically active population
is aged between 16 and 64 years, representing 60% of the population. Similarly,
the official website of the City of Belfast suggests that the economy of Belfast

focuses primarily on technology and has attracted a number of projects in this
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sector. It also has two airports; approximately six million people use these

airports every yeatr.

Cardiff is the main city in Wales; it is considered the capital of this state.
According to the UK census, until mid-2012, it had 348,500 inhabitants. This city
has an annual increase of about 3,100 people, a percentage of about 0.9%. The
official website of Cardiff states that students represent 10% of the population

and 13.5% of the people (age 64 and up) are no longer economically active.

The Office of National Statistics and Census indicates that over 95% of the
population speaks English as a native language, there are some minorities in
some parts of the country who speak other languages; for example, in Scotland,
1.4% of the population speaks Gaelic Scottish and English; in Northern Ireland,
6.6% speak Irish Gaelic and English; and in Wales, 21% of the population
speaks Welsh. Welsh is the only Celtic language which is also considered an

official language.

Helen Longworth, head of Oxfam policy at a humanitarian organization that is
based in Oxford, mentions that despite the UK economy growing, poverty levels
have begun to affect the country in recent years as about 20% of its population
lives below the level of basic needs and do not have adequate housing.
However, this is isolated mainly in specific sectors such as single mothers,
children, and elderly who unfortunately have not been included in the country’s
growth.

2.4. Technological factor
New technologies allow for the creation of new markets and products by

connecting countries through advances in communication and information,

which enables nations to be globalized, open, and interconnected.
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The ability of different countries to compete in the global economy depends on,
and is related to, its technological potential, the governments driving of research,
and development of ICTs through financial support that is reflected in its
macroeconomic environment. As a result, innovation and technological progress
can be seen in small, medium and large companies; major players in any

economy. (Romero Gonzéles)

The global technology center is found in the United States in Silicon Valley
where the world's largest technology companies like Google, Apple, Nokia,
Yahoo, etc. are found; however, the UK has gradually left its mark in terms of
technological and scientific advances, activators of an economy. As a brief
summary, Scotland invented the kaleidoscope and the Gregorian telescope; in

England the industrial revolution brought the steam engine, among other things.

Pablo Javier Piacente states in his book, The UK: committed to the
Advancement of Technology and Railway Innovation, mentions that the English
country today invests in scientific and technological advancements of food,

fashion, medicine, biotechnology, automobiles, energy, mobile telephony, etc.

For example, the online fashion company Asos has become a success, having a
market value of about €4.7 billion. Currently, the company delivers to Germany,
France, Italy, and the United States. (London South East)

According to the newspaper El Pais, the British company King.com listed its
shares on the stock exchange on Wall Street at around €7 billion; King.com is

the largest provider of games on Facebook.

It is estimated that Mind Candy and Shazam will also go public on the Stock
Exchange with an IPO (Initial Public Offerings). Mind Candy is the UK’s largest
entertainment company which creates online games, as well as toys, for

children; it is estimated to have around 75 million users. Shazam is a mobile
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application that allows a person to find songs on the Internet; its estimated value
is about $1 billion. (Julliete Garside)

Similarly, the financial sector has a commitment to technology, for example
Wonga.com (lan Pollock), which allows companies to issue loans using
algorithms that show the solvency of a borrower. Last year the company made a
profit of about €84 million. Similarly, Funding Circle, a pioneer in money lending,

could reach the United States via the internet.

The internet, a good connection speed, and easy operation enable the
traditional sectors, and mature economies, to emerge and succeed. The UK has
been a major player in logistics, fashion, music, art, culture, finance, etc. Stories
like that of King.com and Wonga.com contribute to the great history and
experience that the UK has created. They will continue to invest in information

and communications technology.

In this chapter, we briefly introduced the most important aspects of the United
Kingdom, specifically Great Britain and Northern Ireland. We reviewed the
manner in which these two countries wield political power, the way they are
structured, the territorial divisions, their forms of education, the culture, as well

as the most important economic, social, and technological data.
The UK should make even more technological and scientific investments,

allowing it to further establish its central role in the world economy and possibly

even becoming the world leader in communication and information technologies.
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Chapter Ill: Commercial study of Ecuador and the United Kingdom -
specifically Great Britain and Northern Ireland

The trade balance is a component of the balance of payments of a country; this
balance only considers exports and imports of goods between nations. The
balance is obtained by subtracting imports from exports; and depending on the
case, it will be positive or negative. There is a surplus when exports exceed

imports or a deficit when imports are higher.

This chapter will focus on the business relationship between Ecuador and the
United Kingdom; the analysis is based on the information available on the website
of the Central Bank of Ecuador, Pro Ecuador, and interviews conducted by the
author. The analysis was performed for both oil and non-oil exports / imports, with
an emphasis on the years 2007 to 2012. In addition, there is a description of the
main products exported and imported from Ecuador to the UK to determine the

difference in value added.

3.1. Trade balance of oil and non-oil exports from Ecuador to the world;
2008 — 2009, 2009 - 2010, 2010 — 2011, and 2011 — 2012

The following charts detail the trade balances of the UK and Ecuador. The first
chart shows trade balances of Ecuador with its major trading partners, from 2008
to 2009. As can be seen, the UK appears to be the 17™ highest business partner of

Ecuador; in first place is Panama followed by the United States.
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Table N° 4: Trade balance of oil and non-oil exports from Ecuador to the world; 2008 — 2009

Jan —Dec 2008 Jan - Dec 2009 Trade Balance
Exports (2) Imports Trade Balance Exports (2) Imports Trade Balance Variation 2008 - 2009
Th FOB Fart. ™ FCB Part. Th FOB Th FOE Part. ™ FOB Part. TH FOB ™ FOE

Totals{ 27,333,747 18,510,599 100.00% 11355414 17,415,349 100.00% | 16,578,303 1085,249|27,230538 13762280 100.00% |11260018 14072177 I00.00% 15879519 -300.887| -3.61% -136.20%

1 panama 1520580 297556 4Bk 106448 47BAGS  2.73% | 1223562 4LD0BT| 4EEVTLZ 1DESEITL 1427H 73,774 37E,700  2.59%| 48130938 1584581 153.08%  27B.10%
2l us 121542285 B379585 45.27H 1762579 331,133 19.07% (11,178,706 505B452| 10140532 4605205 3345% 2809745 3570704 25.44%| 7340087 1025582 -334% TR
3| Russia 1422592 54B355 2184k 184057 129918 075%| 1228855 41B636) 1351344 G15438  4d5% 8,976 T 1 O < 1 e 4.26% 3B.68%
& chile 1434021 L503406 Bi2%  37036B D42 1BS  3Il%| 2034633 o9bl22i| 21205BLl  BEVEIE  ESIH 37ESTY 468,151 3334 1,751,034  42BERS| 1473k -5E.A0%
5 Italy S85,766 510310 Z7GR 28360 iBG7EZ  L09%| G0e53%¢ 320528 10BB Y04  ST49BE  41BH 3,021 205445 148 1005683 3603544 40™% 15.28%
g Peru 1A5B 735 1702382 820k BOGO00 534561 OVE| L78le45 116721 2002020 932085 EGVH BE3EGT BIBADZ  447%| 1118162 303881 -36.56%  -74.00%
7| Guatemala 355,588 170472 082E a,604 11677 0.07%| 345584 15B795 548423 224302 1638 5,622 TE00  D0E%| S43B01 216407 553Eh 36.26%
& Spain 228893 41B3RE  126B G245 205896  LIEW| 187.23%  2i24BB| 153Vl iiG2R2 L30M 42,633 157360 L12%| 111098 1SE342| -33ST% -25.20%
8| ElSalvador 516228 308000 1467R 4205 5182 0.03%) 512023 305%0B| 366031 156425 LI4H 1581 AT 00r%| 384430 154251 -2BE2% 4004
1If Holland 172,218 250417 1.35% 55,503 130,688 0.75%| 115715 118578 235180 Z8B585  ZiIFW 135182 145116 1038 85099 153473 -17.73% 16.40%
11 Nicaragua B1,104 60,836 0.33% 1B4 1651 0.01% 80,820 58,205 122 Rs58 61,265  0.45% 1,082 W o000%| 12,1 60874| 50.68% 1E1%
12| Honduras 385,731 183,718 105H 2,550 2480 0.0I%| 3583131 18azze| 158340 60,753 0.dd% 2,135 1248  Q01%| 157465 50504 -53.85%  -EB.EER
13| France 41472 154857 0B4E 14 BE1 B4 110 Q4E% 26,352 70,538 3B2TE 4243 1dE 38,568 025hs 055N 1284 A03R0| -10487H  -20.20%
14[ Cuba 7394 14,167 0.08% 27503 1875 0.01% -20,200 12191 4 605 10256 Q.07H g,087 B0 QOIH -1,383 Ta07| -:A1h -3oldb
15| Belgium 437200 185187 oW 63,098 183554  1q1%| 374,103 2643 351369  1BBOSS  137W 44,524 185,747 132%| 316865 3308 -15.30% 25.16%
16| Bolivia 5710 21556 012% 24278 16,745 0.10% -13,507 451 2503 10367  Q.08H 8,744 11270 D.08% -5,841 -BE3| -E300%  -L1B34%
17| Paraguay 478 1662 0.0i% 108 1067  0.0I% 36 -305 ik 1421 QoI 53 2060 QO2H 263 -1547) -2858%  407.16%
18 UK 75127 153,203 0A3% 18 bog a9.030  0.40% 55428 B4 173 1019831 g7 e3E  Q7IM 3,800 104 130 074K 33,041 5201 -40.3%% -10737H
13| Germany 579,168 300028 162% B3 584 354301 2.03%| 485574 54273 575304 335058 235W 73,250 365,206 260 502,054 -4214F 131%  -2234%
20| Uruguay 6,560 4735 0.03% 7453 44057 0.25% -85 -3838 6,307 6851  0.05% 5,808 4EEDE  0.35% 389 42154 -1ad.68% 7.20%

Source: Central Bank of Ecuador
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As can be seen, for these years the trade balance with the United Kingdom were
positive and negative for each year, respectively. In 2008, the trade balance was
55.428 metric tons, representing $84 billion. By 2009, the trade balance went down
to 33.041 metric tons, a loss of $6.2 billion.

The next chart shows the trade balance of Ecuador’'s exports to the world from

2009 to 2010, including the UK’s relationship in said balance.

It can be seen that, in this period, the United States is in first place, followed by

Panama and Russia; the UK is in 15" place.

23



Table N° 5: Trade balance of oil and non-oil exports from Ecuador to the world; 2009 - 2010

Jan - Dec 2009 Jan - Dec 2010 Trade Balance

Exports (2) Imports Trade Balance Exports (2) Imports Trade Balance | yariation 2009 - 2010
Fartic. Partic. Partic. en Partic. en

T FOB &n valor Th FCE 2n valar TH FOB ThA FOB valar T FOE valor TR FCE ™ FoOB
Totoles | 27,270,991 13,793,023 100.00% 11,260,018 14,072,177 100.00% | 16,010,973 -273,154| 26,537,940 17,360,236 100.00% 12,850,172 18,668,825 100.00% | 13,687,768 -1209588| -1451%  375.77%
1|US (3) 10,153,501 4,507,716 33.39% 2,808,745 3,579,704 25.44% | 7,343,755 1,026,013(10,191,924 6045543 34.50% 34085227 485678  J6.02%| 5783402 1,139,855 -7.E3% 15.74%
2[Panama (2) 4BRR03Z 1963,713 14.33% 73,774 378790  2.50% | 4814758 15E4.024 409350 2,114323 11IF¥  TAS3ED 042723 505%| 3345101 1171500  -3051%  -26.08%
3|Russia 1,350,676  G0O4B5  4.41% £3,076 32880 0.23%| 1,280,700 G576,625| 1,135,061  5O3,BBO  3.43% 27577 44532 0.24% | 1037484 540348  -1Boo% -4.73%
4|Venezuela (2) 141,418 541,474 3.52% 1,743,678 0914188  6.50% | -1,502,260 -373,023| 434060 955,627  5.50% 85303 521,572 27S| -418743 434055  -7I.E0%  -216.368%
5[Peru 200B550 938456 GE0%  BE3BAT  G2BADI  447%| 1124683 310,055 2752582 1,332,767 TEFE 1117040 077,640  524%| 1140564 355,147 1.41% 14.54%,
&|ltaly 1,070,707 577,250 4.18% £3,021 205443  14§% | 1,007,686 371,807| 931651 580,105 3.34% €0,072 250,636  1.38%| 871579 320480 -13S1% 1381
7|Chile 2,131,091 899,514  552% 378527 469,151  5.33% | 1,752,363 430,365| 1,534,343 842774 4.85% 372167 533,938 I.66%| 1,162,176  308,835| -3369%  -2B.24%
@|Holland 236,420 301,170  218% 135,102 145116  1.03% 07,237 156,054 225176 325,246 1.88% #8275 124482  0.67%| 136901 201,754 40.79% 20.28%
g|El Salvador 366,063 158,438 1.13% 1,581 2174 0.02% 364 482 154, 2684 348,220 133 718 1.05% 4,743 3474 0025 343 AET 180,244 -5.76% 156.84%
10{France 3E511 143,301 1.04% 33,560 02583 0.65% -1,088  E0823 4764 204050 LIFH 11347 BL970  0.45% 35272 119,079| -3520.42%  134.23%
11{Spain 153,978 315,681 2,258 42 633 157 351 1.12% 111346 15E,351 125,958 331,176 2.02% 62,165 253,130 1.35% G58,793 98,045 -40.01% -36.08%
12[Honduras 158,612 E0BEL  0.44% 2,135 1248 0p1%| 157487 EOE12|  1S3ET0 76,203 0.44% 10,233 2,807  002%| 143437 73487 -B82% 73.78%
13 (Nicaragua 122 884 81,207 0448 1,082 352 0.00% 121 782 £0,505 122166 75,151 0438 5,503 3,847 D025 115,584 71,504 -4.20% 17.40%
14|Guatemala 540,450 224,353 1.53% 5,622 7500 0.08%| S43,829 216453 203670 103472 0.50% 24,05 62,076  0.33%| 118784 41397 -7EAS%  -BD.A3H
15|UK 102,076 88432 0TI 65,800 104139  0.74% 33,185 -5,706 £2,310 84003  (0.48% 5,562 73,405  0.35% 72,728 10,68B| 11215%  -2B7.31%
15(Cuba 4711 10304 0.07H ,087 BT 0.02% A1376 7455 5,441 10,027  0.05% 27,817 2481 00i%| 22476 3443 1533.53% 13.25%
17|Angola 2 70 0005 105,120 42 B2R 0.30% -105,112  -42,758 1 22 000 ] 38 D.00% -B -16 -98.595% -00.56%
18|Paraguay 335 1431 0018 53 2,269 0.02% 282 -1,5538 468 1936 0018 258 5,322 D.03% 210 -3,554 -15.37% 133.72%
13/Bolivia 3,020 10,661  C.08% 9,744 11770 0.08% 6,715 -508 4,500 1364 0.08% 30607 17,939 040%|  -26018 -4701|  ZET.A1% 6OAGE2%
20|Belgium 361,558 185,570 1378 44524 185747 1.32% 317,035 3,832 325840 241 265 1.350% 140 458 283,271 1.52% 255372 -42 008 -19.45%  -1105.09%
21|Uruguay 6324 2,660 0055 5,808 45 BD5 0.35% 416 -42,126 57,607 32,648 0.15% 90,BEZ 84,454 0.45% -33,275 -51,E36| -BOST.10% 23.05%
22|India 55,027 5,745 0075 42,008 B2 B1D 0.59% 12928 -73,065 72,345 10,2B5 0055 64 53 122 188 0.565% 14482 -111213 12.09% 53.17%
23|Germany 576,174 325,760 2368 73,250 365208 2.50% 502224  -30,437 302,010 315,0E5 1.54% 115414 451 739 2.42% 335586 -132,652 -213.13% 236.36%
24|Hong Kong 3294 5600  0.09% 28,432 131,812 0.94% |  -26138 -125.222 2,450 3,732 0.08% 37,735 145,172 0.80%|  -35275  -139,440 34.96% 11.35%
25(Taiwan 33,233 17,895  0.13% 45729 116477 0.63%| -12,485 -0F,582 16,880 15,186  0.09% E0,262 155418  0.63%| -43381 -140,231]  247.18% 42.25%
2&|Canada 14,314 41437 0.30% 386,136 155215 1.11% -381 822 -114,478 15,100 54,532 0.31% 574,667 236,309 1.27% -558,558 -181,777 46.20% SE.78%
27[}apan 125,379 109,192 0755 222 453 523,180 3.72% -85 084 -413,563 543,554 a0l 0ze 2.31% 110,586 652,203 3.50% 532,B58 -251,875| -654.58% -38.16%
2a(Thailand 5,947 2302 0.02% 31,274 180,088  1.28%| -25,327 -177.797 1,312 1250 0.01% 42167 280,655 1.50%|  -40B54  -279,405 51.31% 57.15%
2g|Argentina 214,620 55,617 0.72% 578,860 451 755 3.28% -362,240 -362,148 204 875 113 351 0.65% 855,827 520,178 ZR3% -5585052  -4158325 oi33% 14.82%
3i1|Mexico 55,531 70,667 0518 585,B1B 530,233 377 -530 288 -45D,626 35023 83,822 0458 313,011 601 238 3708 -2760BE  -807 376 -47.54% 32.15%

Source: Central Bank of Ecuador
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As mentioned above, Ecuador’s trade balance remained negative for 2009;
however, in 2010, Ecuador maintained a surplus, generating a total of 72.729

metric tons, representing a value of $10.6 billion.

In the following image we can see the Trade Balance of Ecuador to the world from
2010 to 2011. During this period the most exports of Ecuadorian oil products were
destined for the United States, Peru, Panama, and Venezuela; the most non-oil
exports were also shipped to the United States, as well as Colombia and Russia.
The UK only represented 1.5% of the total oil exports for Ecuador in 2011. As for
imports of oil products, these came mainly from the United States, Peru,
Venezuela, and Argentina; the United Kingdom represented 0.6% of oil imports.
(Central Bank of Ecuador)
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Table N° 6: Trade balance of oil and non-oil exports from Ecuador to the world; 2010 - 2011

Jan - Dec 2010

Jan - Dec 2011

Trade Balance

Exports (2) Imports Trade Balance Exports (2) Imports Trade Balance | variation 2010 - 2011
Partic. @n Portic an Partic. an Paortic an

T FOBE walor ™ FOB vghar ™ FOE T FOB walor hiG FOB walor ™ FOB ™ FOB
Totoles | 26,628,000 17 480923  i00.0% 13716472 19278705 I00.0% (212911536 -1, 788 7B2| 27,517 740 22 302 245  100.0% 14473550 22945797  i000% 13044199 553,552 10% -53.5%|
us’ 10,202,071 5077496 F4.7%| 4185205 5380895 28.0%| B012EES E87,600| 13,082,136 10,025870 45.0%| 3571423 57BL587 25.7%| 8510,715 4243303 SH2% 517.1%
I Peru 2,254118 1335590 FE®| 1112099 977,643 51%| 1.14%020 357,047| 2208827 1724180 F.F%| 1203079 1096033 4.8%| 1005748 62B156 -119% 755%
3 Russia 1,125538 506,657 345 B7.577 44,532 O2%| 1037862 552124| 1.28537IB 658 485 1% 162523 96,627 04%| 1122705 601858 B2% 0.0%
4 Venezuela 4435 803 973,960 56% Bd4 823 510,681 2 6% -3894,830 463,079 1152343 1443018 £5%| 1166097 Q04817 FOK 26,246 538201 -1D6.6% 16.2%
5 ltaly 932,001 562412 33% 60074 258,639 13% B7Z.017 322,773 E1853R 560,034 2.6% 36,754 26B.663 17% TTOFAA 311371 -1006% -3.5%
G Chile 1536252 8468290 485 37¥2.159 533,540 228%| 1,154,084  31Z,0B8H| 1341145 ES8.400 4.0% 407527 S8B.87a 268 933,618 305.724 -13.8% -0.8%
7 El Salvador 348270 1E3.810 11% 4,745 3474 .o 343,528 180,336 321128 225,706 1.0% 4,318 4.375 .05 316812 221331 -7a% 22.TH
& Honduras 153,882 TE3ZI6 D43 10233 2,807 .o 143,455 73.51% 282117 185,055 0.5% 13,165 in.2sa .05 26B,555 174766 E7 5% 137.7%
2 Holland 226947 331552 10% BE.275 124,453 6% 138,672 207,080 253,403 348941 1.5% 15422 220,334 1.0% 138071 12B.807 -0.4% -37.0%
100 Spain 123711 354200 2.0% G62.158 233,133 13% 67,543 101,067 159,430 416010 15% To.7zZ0 306,899 13% 88,710 109111 313% 5.0%
11 Guatemala 203,802 104000 0.6% 54,895 82,078 o35 118,207 41,024 155,538 118514 0.5% 35240 20,175 018 121,293 SR 330 2.0% 134.6%
12 France 47,655 04281 13% 11344 84,572 [ 36,315 119,303 43,511 208358 0.5% 5192 130,407 D68 40413 TB852 113% -33.6%
13 Bolivia 4501 13576 01% 30,607 17,539 1% -26,018 4,263 5,868 22404 0i% 2855 7877 .08 3,502 14518 -115.0% -440.5%
14 Nicaragua 122455 75538 D43 5.503 3,647 oo 115,062 71.E51 7804 16910 0.i% E280 £.8953 o.0% -478 89,957 -100.4% -B86.2%
15 Cuba 5586 11073 01% 27,518 Z.484 oo -22,332 8,589 5571 11876 0.1% 27843 5889 o.o% -22,173 1987 0.7% -76.5%
1@ UK B2 A4ED E4.399 D5% 0,583 73406 .48 72,B57 10,042 129,822 138062 0.6% 50,742 137,847 D.E% 79,080 11315 B5% -80.0%
17 Paraguay 473 1836 0.0% 258 5,529 oo 215 -3,584 05 1735 0.0% 130 7513 o.0% 124 -5, 777 -12.0% a0.E%
1g Uruguay 57619 32,660 02% 24,281 53,280 055 33,333 -20,520 67,730 S0AZ6 0.2% 40,557 TEASE 035 27,162 -26.041 -18.5% 26.3%
19 Angola 1 22 0.0% ] 38 oo -B -16| o 15 0.0% 4E,004 35,584 (nleg - 46,004  -35.560| 595450.85% 225076.7%
200 Belgium 387335 244 3598 1.4% 140459 283,273 15% 256,665 -38,B75 368,861 261373 12% 26301 295 389 13% 272,560 -3R.016 -2 7%
21 Germany 502 585 330,264 18% 115418 451,743 23% 386,267 -151.4B80 683,167 450,912 2.2% 137909 535,406 245 545,258 -d8.494 -63.1%
22 India B Zdd 10543 01% 6d B54 122,158 6% 15380 -111,655 137,274 25,700 01% 73,122 175579 &5 64,152 150278 54 F%
23 Canada 16317 36268 03% 574,858 236,310 12% -558,351 -180.043 13,560 BG.154 D43 325258 248,359 11%| 506,696 -160.215 -11.0%
24 Taiwan 16,925 153248 01% 60,2563 155419 .85 -43,338 -140,171 8185 10,670 0.0% 55874 185,619 &5 47,685 -174.59490 24 B%
25 Hong Kong 2512 8855 0.1% 37.737 lag.174 .85 -35.218 -139.Z219 4502 13997 0i% 3038z 197021 o5 -25,780 -1E3.024 31.5%
2 Thailand 13514 1.250 0.0% 42,158 280,655 15% ~40,B53 -279.4D6| 31465 33.623 0.2% 374581 252,445 11% 14008 -22B822 -18.10%
27 Japan G544 400 401977 238 110638 852,907 J.4% 533,B11 -250,929 424274 348790 1.5% 122470 §13.358 2.7 301804 -274.567 2.4%
28 Argentina 205,182 1143297 0.7% 895,328 520,178 2.7% -694,747 -414BEB1 55,302 BB 982 D.4% 670780 503,131 22%| -813.578 414140 -0.2%
20 Mexico 38023 E7371 05% 313014 891,301 F.6% -274,502 03,030 45,042 SE3Z0 D.4% 723712 822,703 3.6%| -87E.BEO -724.383 1003
30 Brazil 16300 51407 03% 403,559 805,778 428 -387,473 -754371 22358 B3 470 D.4% 404843 885070 30| -382485 -7o5.600 5.0%
371 South Korea 7024 5213 01% 180813 826,677 438 -173,7B9 -B17.464 11404 28035 0i% 207373 861835 38| -196279 -833.8&0 2.0%
32 Panama 4,138504 2133170 12.2% 804,524 985,045 5.1%| 3,333,010 21154325| 1588782 1,035657 46%| 1485293 1903344 B3I 113489 -867.687 -175.2%
33 Colombia 4E8.106 783062 4.5% 924870 1940597 i01% -456,772 -1,1556,935 E08.26E 1022832 4.5% 824952 2141530 938 | -286,685 -111B748 -3.3%
54 China 504,450 3Z8.738 10% 733394 143442 T5% -228,025 -1,109,704 7748 180,907 0.5% 035558 2125.776 93%| -862,065 -1,038869 74T
55 Other Countries 1,705518 1020546 58%| 1284256 1316738 G.8% 421,262 -296,252| 2,032,362 1,350.714 £i%| 10838056 1452511 535 938,556 -101.797 -55.6%

> The figures are provisional; process is according to the reception of the operations source of foreign trade documents. Adjustment of balance of payments is not included. Imports correspond to country of origin. The exports and imports are valued in US dollars.

Source: Central Bank of Ecuador
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We can see that the UK is number 16 for the period from 2010 to 2011. The trade
balance was 79.080 metric tons, an increase of $1.115 billion. Exports to the UK
accounted for 0.6% of total Ecuador exports and imports equally represented 0.6%
for this period. Compared to Ecuador’s other major trading partners, the US
represented 45% of exports and 25% in imports, followed by Peru which

represented 7.7% in exports and 4.8% in imports.

The following table shows the trade balances with major partners in 2011 and
2012; the later showing an even larger deficit than that experienced in 2009,
representing $303 billion. The UK, during this period, is 26", with the United States
again being Ecuador’'s main trading partner; followed by Latin American countries

such as Chile, Peru, and Venezuela.
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Table N° 7: Trade balance of oil and non-oil exports from Ecuador to the world; 2011 — 2012

|
us®

2 Chile

3 Peru

4 Venezuela

5, Russia

& Italy

 |El salvador

g Honduras

. |Holland
1y|France
11 [Guatemala
43 Nicaragua
13 Cuba
1.4 Angola
15 Bolivia
14 Paraguay
17 Japan
14 Uruguay
14 Belgium
2 Spain
21 [Canada
22 |Taiwan
23 Germany
24 Hong Kong
25 Thailand
285 UK
>7/India
2.8 |Argentina
24 South Korea
3y Panama
31 Mexico
3.2 Brazil
33 Colombia
‘3.4 China
35 Other Countries

Totales

Jan - Dec 2011 Jan - Dec 2012 _ Trade Balance
Exports (2) Imports Trade Balance Exports (2) Imports | Trade Balance Variation 2011 - 2012
Part Part. Part. Part.

T FOB__ w/FOB T FOB ___ w/FOB T FoB Tea FOB wiFoa iy FOB v FOB T FOB T FOB
27,3110 22,3223 100.0% | 14,4736 22,9458 1000% | 12,8375 -6234| 279106 238987  100.0% | 14,2665 240177 1000%| 13,644.1 -115.0 6.3% 80.5%)
12,7085 ©F708 43.8%| 35714 S7836 252%| 91381 30883 134816 106983 2 448%( 38304 64957  27.0%| 93493 42016 23% FETS

1,6325 12,1062 50%| 4075 S8BT  26%| 12250 517.5 28861 2,003.3 £.49% a7e.E 567.1 z5%| 25073 1,416.2 104.7% 173.7%
22615 1,766.3 7ox| 12031 10860  4.8%| 10584 670.2 254004 1,991 8 53%| 10175 1,087.9 25%| 15229 9038 43.9% 34.8%
1,196 L4745  G6%| L1661 G048  39% 0.5 569.7 350.0 1,010.0 4.2% 3765 2224 0.5% -26.5 787.6| -1m6.6% 3E.3%
12682 TFOOB  31%| 1625 966 O4%| 11257 6042 11999 6943 2.9% 2235 1152 0.5% 976.5 5791 133% a2%

E193  SaXl  2.6% 388 2687  1.2% 780.6 a1as 605.0 501.8 2% are 2664 1.1% 567.1 233.4 -27.3% 25.6%

3311 257 1.0% a3 14  0.0% 3168 2213 2103 1475 0.6% 15 as 0.0% 208.8 1440 EYRT -24.9%

2E24 18532  O.8% 132 103 0.0% 269.2 175.0 200.3 143.7 0.6% 438 6.0 0.0% 166.5 137.7 -382% 21.3%

2552 3496 @ 1.6%| 1154 2203  1.0% 1398 1203 2737 320 1.4% 726 201.2 0.8% 201.2 128.0 43.9% -1.0%

497 2008 O.9% 92 1304  O06% a0.s 795 553 233 1.0% aa8 156.3 0.7% 105 B2.0 Fa2% 1%
1567 1188  O.5% sz 202 o.1% 1215 oas 1238 a97.2 o.49% a08 24.2 0.1% 74.0 73.0 -39.0% 26.1%
78 163  O.1% a3 70 0.0% 05 100 £ 13.0 o1% R 0.2 0.0% 38 188| -so1ex% sE.4%
6.4 124 oO1% 7.8 58 O0.0% 214 2s 85 16.8 o.1% ET 141 0.1% 5.5 27| -azss% 7%
oo 00  0.0% 4610 156  02% 610 as56 o0 oo 0.0% oo 0.0 0.0% 0.0 o0157| -10oo0%  -100a%
69 227 o1 30 B0  0.0% T 147 7o 222 o1% 167 280 0.1% -28.8 68| -m3zex -1a63m
0.3 17 o.0% 0.2 7.5 0.0% 0.1 =8 o7 E o.0% 6.0 117 0.0% -5.4 -8.3| -4406.3% 43.5%
4244 3289 1.6%| 1225 6234 Z7% ap1s 2745 530.7 652.8 2.7% 2340 6925 2.9% 695.9 -39.7 130.5% -855%
714 530 0.2 406 765  0.3% ET T 234 120 140 o1% 524 80.9 0.3% -10.4 68| -231.0% 185.3%
3771 2651  1.7% 963 2984  1.3% 2808 343 a1 s 208.3 0.9% 502 3124 1.3% 2413 -104.1 121% 203.5%
2412 4684 2.1% 707 3I069  1.3% 1705 1615 1422 FEER 1.9% 28432 5836 2.a% -142.0 -1a03| -183ax -186.9%
189 868 o4%| 5253 2464 2 11%| 5063  -1596 726 1265 o.5% ase7 2881 1.2% -126.0 -161.6 15 9% 1.2%
a2 107  o.0% 559 1856  O.8% A77 1749 ET) 6.4 o.0% 583 1815 0.8% 545 -175.1 12.3% D.1%
GBE49 4926 2.7%| 1379 5394  Z4% 5470 468 as83 Errds 1.6% LT 5639 2.3% ET-TI -186.3 -za 8% 297.0%
a7 147  o1% 304 1970 0.9% 257 -1823 22 1004 o.0% 126 2166 0.9% -30.4 -206.2 18.4% 13.1%
515 336 0% 375 2624  1.1% 140 -2288 13 19 o.0% az2 287.0 1.2% -a0.9 2851 -39zo% 2a.6%
1208  LIDZ  0.6% 50.7 1378  O6% 7o.1 f & 149.4 164.6 7% a0 468.0 1.9% a7e.? a034| -3272% -25078.3%
1392 259  pis 731 1760 OB% &0  -150.1 2853 931 o4 279.0 417.0 1.7% 5.3 3238 90 5% 115.7%
57.0 as1 oO4%| 6708 5031 0 22%| 6138 -414.0 65.6 105.0 o.49% 564.3 442.3 1.8% 4086 -337.4 -18.8% AB5%
117 231 o01%| 2078 8619 3I8%| -1960 -832E ao EET o.2% 2178 7365 21% 2089 696.7 6.6% 16.3%
1.607.0 10821  47%| 14853 19033 53% 1217  -8613 12765 9233 F9%| 114432 16345 6.8% 1322 F11.2 a.6% 17.a%
452 985  O.4%| 7237 8227  36%| -6TES  -724 684 101.1 o.49% 9514 B44.5 2.5% -923.0 7435 36.0% 27%
22.4 as8 O4%| 4048 8801  39%| -3mM2A4  -To9d a7 1359 0.6% apas EEL1 2.7% -as9.2 Fa5.2 6.1% -6E%
G092 10355  46%| EB9S0 21416 2 93%| 2857 -1,116.1 6438 1,058.9 4.4% 7774 2,121.3 2.8% -1333  -1,062.3 S33% 4E%
780 1923 O9%| 9396 21398 S3%| -8616 -1,9375 ams o g1 .6 16%| 11,1087 26082  109% 7238 -2,217.6 -16.0% 14.5%
1,7348 14,2733  57%| 10938 14535  53% 6410  -179.2 1,341.0 1,117.4 4.7% 9338 1,422.9 5.0% 407.2 -305.5 -36.5% FO.4%

" The figures are provisional; process is according to the reception of the operations source of foreign trade documents. Adjustment of balance of payments is not included. Imports correspond to country of origin. The exports and imports are valued in US dollars.

2 Exports of crude oil and derivatives are recognized in accordance with international standards for the production of statistics on International Trade in Goods. For the purposes of this methodology, the record of the last known destination is only available in
the invoices issued by EP Petroecuador. From 2011, in the framework of the Law Amending the Hydrocarbon Law, published in the Supplement to Official Registry No. 244 of July 27, 2010, in the statistics of crude oil exports, it is included under the Secretary of

Hydrocarbons, Ministry of Non-Renewable Natural Resources of Ecuador, as another source of information. This entity is responsible for providing information about the various forms of payment, set-up as a tariff, receive private oil companies operating in

Ecuador, under the contractual mode of provision of services. For purposes of this table, payment for export is included.

3 N
Includes Puerto Rico

Source: Central Bank of Ecuador
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As mentioned above, the oil trade balance with the UK is completely deficient,
since no oil is exported to this country; rather, products from oil production are
imported, thus representing a deficit. Ecuador exports more non-oil products to the
UK than it imports; however, from 2007 to 2011 the surplus in the non-oil trade
balance covered the deficit of the oil trade balance (except in 2009). Nevertheless,
in 2012, the amount increased and thus the value of imports from the UK, in terms
of oil products, increased the deficit; to the point that it exceeded the non-oil trade
surplus, generating a trade balance deficit of $305 billion dollars. Although, the
non-oil surplus increased more than 100% over 2011, implying some form of

increased trade relations with the United Kingdom.
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Graph N° 7: Trade balance of oil / non-oil products between Ecuador and the
UK (2007 - 2012)
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3.2.  Analysis of the Trade Balance between Ecuador and the United
Kingdom, specifically Great Britain and Northern Ireland, from 2007 to
2012

Prior to analysis, it is necessary to understand the concept of neo-mercantilism and
its functions. This concept is the resurrection of the practices and ideas of
mercantilism. In order for a country to accumulate wealth and maintain
development, it is vital that exports be increased and imports be reduced, as well
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as for capital to be moved and currency be controlled by its respective government.

(Latin American Council of Social Sciences - CLASCO)

Ecuador, throughout its history, has managed to maintain good business relations
with major European countries like Britain, Spain, Holland, Italy, France, and
Belgium. In recent years, trade with Great Britain and Northern Ireland has
increased due to the good relations with the English government. However, in
2009, the bilateral trade balance showed a decrease in exports and a considerable
increase in imports, resulting in a negative balance for Ecuador — this will be

analyzed in later sections.

Bilateral trade relations with the United Kingdom are characterized as
complementary, as Ecuador usually exports commodities and imports products

that have already been processed and have value-added features.

According to the National Customs Service of Ecuador, exports are the final
departure of goods from the Ecuadorian territory for consumption abroad (National
Customs Service of Ecuador). The following is a table detailing export values
between Ecuador and the UK.
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Table N° 8: Ecuadorian exports to Great Britain and Northern Ireland; 2007 —
2012

Value in thousands of US dollars

2007 2008 2009 2010 2011 2012

$98,650.70 | $ 153,204.59 | $98,106.79 | $84,399.62 | $139,162.63 |$164,372.29

Source: Central Bank of Ecuador / Pro Ecuador
Prepared by: The author

Graph N° 8: Ecuador's exports to the UK

Ecuador's exports to the UK (2007 — 2012)
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Source: Central Bank of Ecuador / Pro Ecuador
Prepared by: The author

To determine growth or decreases over the years, the growth rate formula is used.
As indicated by the ECLAC (Economic Commission for Latin America and the

Caribbean), this formula is an indicator of international trade. (ECLAC)

Current year
Growth rate = ————— — 1(100)
Previous year
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According to the values obtained from the Central Bank of Ecuador and Pro
Ecuador, we realize that in 2008, exports tended to rise when compared with the
previous year and subsequent years, with the exception of 2012, which is the year
in which exports were the highest level according to the years compared. The
stability promised by the new Ecuadorian government took effect on trade; from
2007 to 2008 exports grew by $54 billion, which represented a growth of 55.3%.
However, in 2009, exports decreased by $55 billion, representing a decrease of
35.96% over the previous year. Some reasons for this fluctuation in trade were a
lack of initiative, promotion, development, and economic know-how by small and
medium Ecuadorian companies. 2010 exports suffered a further decline of $13
billion, representing a fall of 13.97%. Over the following two years, exports
experienced significant increases; for example, in 2011, exports had an increase of
$54.7 billion, which represented a growth of 64.88%; and for 2012, exports

experienced a further increase of $25.2 billion.

In 2008, exports rose due to the positioning of the new government, which
provided a lot of assurance to the European market for the possible signing of
agreements. Studies done by Pro Ecuador in London resulted in the opening up of
the English market for Ecuadorian products likely to enter the European market

with special tariffs. (Proecuador, UK Sales Record)

Over the next two years (2009 and 2010) exports of Ecuadorian products declined
due to strict new rules by the Ecuadorian government imposed upon previous Free
Trade Agreements, as well as the little or complete lack of promotion of national
products; which in some way went against the current president's campaign
speech that urged the signing of free trade agreements and the development of
new market research. In 2011 and 2012, Ecuador's exports began to increase
again; according to some studies this was due to the problems that Ecuador had
with its main trading partner, the United States of America. The Ecuadorian

government had no choice but to begin to facilitate the exportation of Ecuadorian
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products to the European Union, thus reaching Great Britain and Northern Ireland

as new and valuable business partners.

The following table details the imports from the United Kingdom to Ecuador from
2007 to 2012.

Table N° 9: Imports from the United Kingdom to Ecuador from 2007 to 2012

Value in Thousands of US Dollars

2007 2008 2009 2010 2011 2012

$65,173.97 | $69,034.10 | $104,139.72 | $73,406.46 | $137,946.89 | $468,019.05

Source: Central Bank of Ecuador
Prepared by: The author

Graph N° 9: Ecuador imports from the United Kingdom (2008-2012)
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To analyze imports, and high or low trends, the same formula that was used to

analyze exports will be used.

With the data we get from the above chart we can see that the trend in imports of
British goods is on the rise; exports tended to increase in the last two periods due
to two main factors: a high promotion of Ecuador and constant incentives for
medium and large national industries to export quality products.

Imports fell in 2010 due to the implementation of the Special Consumption Tax,
also known as ICE; products considered luxuries, such as liquors (specifically
whiskey from the UK) were subject to this new tax. This tax took effect in late 2009,
by early 2010 it had full impact in terms of imports of non-essential products for
humans; thus, domestic consumption of imported products was limited. (Internal

Revenue Service of Ecuador)

Later on we will statistically analyze the imports to Ecuador. From 2007 to 2008,
imports had an increase of $3.8 billion, which represented an increase of 5.92%. In

2009, imports rose by $35 billion, a 50.85% increase.

In 2010, imports dropped by 29.54% compared to 2009, for the reasons stated
above. In 2011, imports increased again, compared to 2010, by 87.92%. In 2012,
exports rose another 239.27%; furthermore, British imports to Ecuador increased
by over 200% during this same year.

The main reason 2012 had higher values of imports is because Ecuador signed a
Free Trade Agreement with the EU which had previously expired in 2009 due to a
lack of conformity with its terms. Likewise, there was an oversupply of products by
private companies and projects by the Ecuadorian government to change the
current productive matrix by restricting and even banning certain tariff headings, as
well as the construction of new roads and the supply of new drugs and medical

equipment.
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The following is a graph showing the trade balance between Ecuador and the UK
from 2007 to 2012.
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Graph N° 10: Trade Balance Ecuador-UK (2007 — 2012)

TRADE BALANCE BETWEEN ECUADOR AND THE UK (GREAT BRITAIN AND NORTHERN IRELAND) -

2011

2010

2009

2008

2007 TO 2012

——
—

2007
Z Z Z Z Z
-400000 -300000 -200000 -100000 0 100000 200000 300000 400000 500000 600000 700000

2007 2008 2009 2010 2011 2012
mYEAR 2007 2008 2009 2010 2011 2012
BEXPORTS 98.650,70 153.204,59 98.106,79 84.399,62 139.162,63 164.372,29
HIMPORTS i 65.173,97 69.034,10 104.139,72 73.406,46 137.946,89 468.019,05
HBALANCE 33.476,73 84.170,49 -6.032,93 10.993,16 1.215,74 -303.646,76
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Prepared by: The author
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The Trade Balance Ecuador - UK was positive for Ecuador in 2007 and 2008; 2009
showed a decrease in exports relative to imports resulting in a negative trade
balance, the value of the balance was -$6 billion. One reason for this decline was
because in July 2009, 260 import restrictions were removed that were just
established in January of that same year. These restrictions were published in the
Official Registry No. 512, Resolution 466 of the Committee on Foreign Trade. This
government agency attempted to place safeguards on textiles, footwear, and food
products. At the end of the second semester, fees ranging between 12% and 35%

were applied on certain imports.

In 2010, there was a positive trade balance with a total balance of approximately
$10 billion. Likewise, the following year managed to produce a positive trade
balance of about $1.2 billion; basically, exports were relatively equal to imports.
However, the trade balance in 2012 was negative, producing the largest deficit in
the period under review, with a value of -$303 billion.

In 2012, imports rose due to the Ecuador — European Union Agreement; which, in
2014, was completed and will take effect in 2015 and 2016.

According to several documents published by the Chamber of Commerce of
Guayaquil and Quito (Hurtado), the reason for Ecuador’s trade deficit is because
the Ecuadorian government has been introducing resources for public spending
which rose from $14.3 billion in 2007 to $25 billion in 2011. Public spending
generates more income and liquidity for the economy which leads to foreign goods

consumption (imports) without boosting the domestic economy.
Increased revenue from oil sales leads to increased liquidity in Ecuador, which in

turn leads to consumption of foreign products (imports) rather than channel said

goods into the national economy. (Ministry of Foreign Trade)
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After this analysis, it is important to examine foreign trade development from one
period to another by means of a horizontal analysis of the trade balance Ecuador
and the UK, including existing increasing or decreasing variations.
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Table N° 10: Horizontal analysis of the trade balance between the UK and

Ecuador

VALUES EXPRESSED IN THOUSANDS OF US DOLLARS

VARIATION IN
YEAR 2007 2008 THOUSANDS OF | % INCREASE
US DOLLARS
EXPORTS $ 98,650.70 $153,204.59 $ 54,553.89 55%
IMPORTS $65,173.97 $ 69,034.10 $ 3,860.13 6%
VARIATION IN
YEAR 2008 2009 THOUSANDS OF | % INCREASE
US DOLLARS
EXPORTS $153,204.59 $ 98,106.79 $(55,097.80) -36%
IMPORTS $ 69,034.10 $104,139.72 $ 35,105.62 51%
VARIATION IN
YEAR 2009 2010 THOUSANDS OF | % INCREASE
US DOLLARS
EXPORTS $98,106.79 $ 84,399.62 $(13,707.17) -14%
IMPORTS $104,139.72 $73,406.46 $ (30,733.26) -30%
VARIATION IN
YEAR 2010 2011 THOUSANDS OF | % INCREASE
US DOLLARS
EXPORTS $ 84,399.62 $139,162.63 $ 54,763.01 65%
IMPORTS $ 73,406.46 $ 137,946.89 $ 64,540.43 88%
VARIATION IN
YEAR 2011 2012 THOUSANDS OF | % INCREASE
US DOLLARS
EXPORTS $139,162.63 $164,372.29 $25,209.66 18%
IMPORTS $137,946.89 $ 468,019.05 $ 330,072.16 239%

Source: Central Bank of Ecuador

Prepared by: The author
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In this horizontal analysis we can see the results as percentages of trade between
Ecuador and the UK over the years of study. As can be seen, from 2007 to 2008
exports grew by 55% and imports to Ecuador increased by 6%.

From 2008 to 2009, exports fell 36% and imports grew by 51%. From 2009 to
2010, exports decreased by 14% and imports 30%. From 2010 to 2011, exports
grew by 65% and imports 88%. From 2011 to 2012, exports grew by 18% and
imports by 239%.

3.3. Main exports from Ecuador to Great Britain and Northern Ireland; 2007-

2012

The products that Ecuador sent to Great Britain and Northern Ireland, in the period
under review (2007-2012), were characterized as products without much or no
added value; the most exported products were:

Image N° 2: Exported products to the UK; 2007 - 2012
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Tuna is considered the Ecuadorian product with the largest presence in the UK,
accounting for 33.95% of total exports to the British market from 2007 to 2012.
Banana (Cavendish Valery) accounted for 18.11% of total exports; shrimp
accounted for 10.68% of total exports; crude oil accounted for 8.32% of total
exports; extracts, essences and concentrates accounted for 3.45% of total exports;
cauliflower and broccoli accounted for 1.80%; roses accounted for 0.98% of total
exports; Gypsophila represented 0.58% of total exports; other products such as
purees and pastes accounted for 0.35% of total exports; ethyl alcohol represented
0.25% of total exports; and mango, watermelon, tilapia, cocoa oil, sweaters, scrap
copper, black tea, spices, cotton, belts, among other products reached very low

numbers ranging between 0.17% and 0.01% (Central Bank of Ecuador).

The following is an analysis of the four most important products, according to their

export values, from 2007 to 2012; these are:

e Tuna
e Shrimp
e Bananas (Cavendish Valery)

e Roses

3.4. Ecuadorian products exported to the UK

3.4.1. Tuna

Tuna is the Ecuadorian product with largest presence in the UK in the analyzed
period from 2007 to 2012. The following table shows the values of tuna during this

period, as well as its value and the percentage of total exports that it represents.
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Table N° 11: Tuna exports to the United Kingdom (2007-2012)

COUNTRY SUBHEADING DESCRIPTION YEAR VALUE IN US PERCENTAGE OF
NANDINA NANDINA DOLLARS TOTAL EXPORTS

UNITED 1604141000 TUNA 2007 26,476.76 26.84%

KINGDOM

2008 76,340.72 48.65%

2009 21,333.99 21.66%

2010 14,497.40 17.18%

2011 53,737.27 38.62%

2012 59,530.53 36.22%

Source: Central Bank of Ecuador

Prepared by: The
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According to the study published by Sea Food Corporation, Ecuadorian tuna

represents 24% of exports in the European Union; together, with other marine

products, this equates to around $420 million annually. The main destinations of

Ecuadorian tuna

are France, Italy, the UK, and Spain.
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The vast export of tuna streamlines both the domestic and external economies;
generating, indirectly, jobs in the olil, plastic, cardboard, and lids industries, among
others. The trend of tuna consumption in the UK is rising, which can be seen in
exports from 2007 to 2008. In 2008, tuna exports reached $76 billion; however, for
2009 and 2010, exports of tuna declined due to the 2008 global economic crisis. In

2010, the value of tuna reached $14 billion, a decrease of 32%.

For 2011 and 2012, exports were renewed with sales of over $50 million; this was
due to the economic recovery of the UK market. Furthermore, in recent years,
Ecuador has begun exporting products without intermediaries, distributing directly
to restaurants and supermarkets. As a result, delivery times, as well as the

distribution chain, are more effective.

One of the main reasons Ecuador has a good reception in the English market is
the high value of the products; specifically, those labeled as “ready for use," as well
as those certified by organizations like Fishery Products International.

The following table shows the UK as the second largest importer of Ecuadorian

tuna in Europe.

Table N° 12: Ecuadorian tuna exports to the world

o _ @tuna
Export Of Canned Tuna And Pre-Cooked Loins
In M/T

2009 2010 2011 2012
Venezuela 11099 4387 11634 269502
Spain 16130 15201| 16368 24212
United States 6576 7788 16174 16173
United Kingdom 6738 4225 12077 11673
Colombia 8111 8893 9278 10427
Others 32171 43075 58347 64828
Grand Total 80825 83569 123878 154215

Source: Trade Map Data
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According to data from the Central Bank of Ecuador, exports of this product
represent 33.95% of total exports from 2007 to 2012. (Central Bank of Ecuador)

3.4.2. Shrimp

The second most important product, commercially, in Ecuador is shrimp. The

following section explains how this product has evolved over time.

Table N° 13: Shrimp exports to the United Kingdom (2007-2012)

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US PERCENTAGE OF TOTAL

NANDINA NANDINA DOLLARS FOB
306139100 Shrimp 2007 6,534.31 6.63%

2008 10,970.80 7.00%

2009 12,691.36 12.89%

2010 11,363.99 13.47%

2011 18,617.86 13.38%

2012 19,056.64 11.60%

Source: Central Bank of Ecuador
Prepared by: The author
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Graph N° 12: Shrimp exports to the United Kingdom (2007-2012)
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In 2007, shrimp exports from Ecuador reached a value of $6.5 billion; by 2008, the
export of this product was worth $10.9 billion, a growth of 67.89% over the
previous year. For 2009, shrimp exports grew by another 15.68% compared to
2008.

Shrimp exports to the UK had a relatively small decrease for 2010 compared to
2009, which represented a decrease of 10.45% in relation to 2009. For the next
two years, growth was 63.83% and 2.35% for 2011 and 2012 respectively.

As we can see in Table N° 13, total exports of shrimp each year are located
between 6% and 13% of all products exported to the UK in the period analyzed.
The year with the lowest percentage of total exports was 2007 at 6.63% and the

year with highest percentage was 2010 at 13.47%.

Although prices for shrimp rose, exports likewise increased; meaning that

Ecuadorian shrimp is appreciated for its quality, texture, and flavor. This national
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product now competes directly with Thailand and Malaysia, which are the main

suppliers of shrimp in the UK.

Ecuador, due to its geographical location, promotes ideal development for shrimp
farming. The shrimp industry first appeared in Ecuador in the 1970s; however, it
has had certain hurdles to overcome in later years because it was affected by the
“‘White Spot” virus. (National Institute of Advanced Studies) Despite having
suffered this great epidemic, Ecuadorian shrimp is known globally for its taste,

texture, and color; recognized in major world markets. (Diego Castafieda Eguez)

Over eighty percent of shrimp production in Ecuador is for export. This product has
been steadily growing, despite a fall in 2009 as a result of the global economic
crisis in 2008. Shrimp production is located in three major provinces of Ecuador:

Guayas, Manabi, and El Oro. (National Institute of Advanced Studies)

In the Americas, Ecuador is the country with the highest production of shrimp for
export, followed by Canada. Some other American countries have exports that are
100 times less than what Ecuador exports. (Food and Agriculture Organization of
the United Nations)

Worldwide, the Asian continent is the largest producer of shrimp, followed by the
European continent, then the US, followed by Africa, and finally Oceania. The
following chart obtained from the Latin American University of Social Sciences, and
from data collected by the Food and Agriculture Organization (FAO), shows

Ecuador at number seven for worldwide shrimp exports in 2008.
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Image N° 3: Main exporting countries of shrimp in 2008
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3.4.3. Cavendish Valery bananas

Bananas are a vital part of Ecuadorian exports; this product is among the top five
export products in the world. Good weather and ecological conditions have allowed
small, medium, and large producers to be involved in banana production, which in
turn makes the Ecuadorian banana one of the most acclaimed worldwide.
(Proecuador)

Trade of bananas between Ecuador and the United Kingdom is detailed below.
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Table N° 14: Ecuadorian, Cavendish Valery banana exports to the United

Kingdom (2007-2012)

SUBHEADING DESCRIPTION NANDINA  YEAR  VALUE INTHOUSANDS  PERCENTAGE OF
NANDINA OF US DOLLARS TOTAL FOB
803001200 BANANA (CAVENDISH 2007 3,610.86 0.29%
VALERY)
2008 1,872.48 0.12%
2009 19,851.37 1.04%
2010 23,839.00 1.22%
2011 40,319.07 1.88%
2012 44,857.59 2.26%

Source: Central Bank of Ecuador
Prepared by: The author

Graph N° 13: Ecuadorian, Cavendish Valery banana exports to the UK (2007-

2012)
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In 2007, Cavendish Valery banana exports reached a total FOB value of $3.6
billion dollars; by 2008, this figure decreased by $1.7 billion dollar, a fall of 48.18%.
This drop was due to the global economic recession which had a direct impact on
the United States and the European Union; demand shrank from lack of revenue

per capita and because the fruit is considered sumptuary.

With the speedy restoration of certain European economies, in 2009, Cavendish
Valery banana exports grew to a total FOB value of $17.9 billion, an increase of
960.19%.

After inaugurating Pro Ecuador in London, Ecuador began a marketing campaign
on its domestic products, like bananas; various booths at fairs and assorted
projects led to growing exports. For example, from 2009 to 2010, there was an
increase of $3.897 billion, a growth of 20.08%.

In 2011, Ecuador began to develop a campaign for the global positioning of
Ecuadorian bananas; this campaign is projected to rebound in 2015. The campaign
focuses on three main points: sustainable farming, the image of the product, and

differentiation of the various musaceae plants. (La Nacion)

Due to the aforementioned campaign, positive results were achieved. In 2011,
Ecuador exported $16.4 billion more in bananas than in 2010, a growth of 69.13%.
Likewise, for 2012, banana exports had an increase of $4.5 billion, resulting in an

11.25% increase.

These increases are due to the presence and establishment of Pro Ecuador, which
has held several shows over the years, promoting Ecuadorian products. In general,
Ecuadorian exports have risen since 2008, years in which Ecuadorian advertising

has been disseminated not only in Europe but worldwide.

According to Juan Francisco Ballén, Deputy Minister for Policy and Services of the

Ministry of Foreign Trade, the European market rewards sustainable production,
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which is why banana exports have benefited from the UK. According to the Central
Bank of Ecuador, subheading 0803001200, representing banana (Cavendish
Valery), throughout the period under review, has represented 18.11% of total
exports.

According to historian Rodolfo Pérez Pimentel, the Ecuadorian “boom” was a result
of a hurricane that hit the Caribbean in the year 1940s (Banana Sector Analysis).
Mr. Clemente Yerovi Indaburu, who later became President of the Republic of
Ecuador, saw a chance to start growing this product, for which he requested a loan
of twenty-two million Sucres ($880,000) from the Government of Ecuador during
the administration of Galo Plaza Lasso. The banana industry in Ecuador is
considered the second most important, after oil, and generates many jobs and

much revenue.

The provinces of Ecuador where most bananas are grown are: El Oro, Guayas and
Los Rios. According to the Undersecretary of Agriculture, Ecuador has about
230,000 hectares of bananas plants, of which only 75% are registered, leaving
25% as unregistered areas. (Ministry of Agriculture, Livestock, Aquaculture, and

Fisheries)
According to Pro Ecuador, and data from TradeMap, the top ten importers of

Ecuadorian bananas (Cavendish Valery) are: Russia, United States, Italy,

Germany, Belgium, Chile, Argentina, Japan, Turkey, and the Netherlands.
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Graph N° 14: Main destinations of exports of bananas (2012)
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Regarding the behavior of the European market, according to data from the
Institute for the Promotion of Exports and Investments, bananas have come to
reach a growth of more than one million tons since the new tariff regime was
imposed in January of 2006, 24% more than in previous years. There were two
major falls in the consumption of bananas in Europe; the first occurred in 2004
when ten new countries were added to the European Union which did not have a
high level of consumption of bananas, thus affecting the per capita consumption,
not the general or acceded total consumption; and the second happened in 2005
as a result of Hurricane Mitch which affected more than 50% of the banana
plantations, insomuch that Europe sought new markets. In the years 2006, 2007,
and 2008, some countries in Eastern Europe such as Poland, Ukraine, Slovakia,
Hungary, among others, got to know the benefits of this fruit, and per capita

consumption began to increase gradually.

3.4.4. Fresh cut roses

According to the Institute for the Promotion of Exports and Investments (Pro
Ecuador), in its analysis of Floriculture, Ecuadorian roses are considered the best
in the world; both for its quality, beauty, unique features, thick stems, large bulbs,
and bright colors. Similarly, the big feature of Ecuadorian roses is their long life

after being cut.
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Pro Ecuador mentions that, for 2012, Ecuador mainly exported to ten countries,
among which are: United States, Russia, Italy, the Netherlands, Canada, Ukraine,
Spain, Germany, Chile, and Japan; concentrating the remaining 10% in other
countries. The following section details how the rose industry has developed in the
UK market from 2007 to 2012.

Table N° 15: Exports of roses to the UK from 2007 to 2012

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US PERCENTAGE OF TOTAL

NANDINA NANDINA DOLLARS FOB
603110000 ROSES 2007 215.51 0.01%

2008 2,470.02 0,46%

2009 2,148.32 0,46%

2010 692.94 0.16%

2011 859.82 0.18%

2012 1,057.05 0.20%

Source: Central Bank of Ecuador
Prepared by: The author
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Graph N° 15: Exports of roses to the UK from 2007 to 2012
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Demand for roses by the UK has been steadily growing. High per capita income
determines acquisition of certain, non-primary products; people acquire roses for
their home or office, but mainly as a gift or token of affection. Increases in exports
of Ecuadorian roses mainly occur around Valentine’s Day, Mother's Day, Father’s
Day, and other special dates. In 2008, Ecuador passed the billion dollar mark of
roses sent to the UK, specifically exporting $2.47 billion. In 2010, Ecuador only
exported $692 million due to the distribution chain, since countries like the
Netherlands and Belgium had direct purchasers which generated lower prices

compared to Ecuador.

According to Pro Ecuador, in one of several analyses done on the floral market, the
reasons for almost no exports of this tariff item is direct competition; for example,
the Netherlands accounts for 50% of total flower sales worldwide. Moreover, since
the Netherlands is relatively close to the UK, its flowers can easily be distributed

throughout the European Union.
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An added value, that not only European countries or the United States have, is the
cultivation of flowers for culinary use. In Ecuador, the company Nevado Ecuador is
a leader in this market; however, despite its high cost, this export is emerging in
the European market, as mentioned in an analysis by Pro Ecuador on flowers.

Graph N° 16: Major export destinations of Ecuadorian flowers (2012)
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There is great momentum in the flower market, as can be seen in the figures
above; this dynamism is the result of strong competition in the sector. There are
three main actors in the flower industry: the producers, the retailer, and the
wholesaler; for this reason prices of flowers are in constant flux. For example, in
the distribution chain, roses are more expensive in the absence of wholesalers. In
order for Ecuador to reach a wider market it must create a bilateral relationship
between the consumer and the producer; thus the retail price could be lower but
the quality would not be lost. (PROECUADOR)

In 2007, a total of 191 Nandina tariff items were exported, the lowest amount to the

UK during the analyzed period. In 2009, there was a total of 227 items exported,

the year that the most products were shipped to the UK.
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Table No. 16: Total number of tariff headings exported (2007-2012)

2007 191
2008 196
2009 227
2010 197
2011 178
2012 223

Source: Central Bank of Ecuador
Prepared by: The author

From 2007 to 2012, there was basically no diversification of exported products
from Ecuador. Over the years, tuna, bananas, shrimp, and roses were the top four
exports of Ecuador, in that order; only in 2010 did bananas exceed tuna exports.
Ecuador has two export strategies that it could implement: diversify its exports or

perfect its traditional export products.

3.5. Analysis of the United Kingdom’s trade balance

Below is a detailed analysis of the UK’s trade balance with other countries; the
following graphs and figures show that the UK imports more than it exports. The

UK has had a trade deficit in every year of the analyzed period.
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Image N° 4: Trade balance between the UK and the world
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In a commercial profile made by Pro Ecuador, the UK has had a negative trade
balance in recent years; imports have been much higher than exports because
many sectors of the UK have been specializing mainly in machinery, oil, cars for

assembly, and technology.

Exports of goods and services in the UK reached $481 billion, and imports $689
billion. (World Trade Organization) This data shows a negative trade balance for
2012 of -$208 billion. From 2007 to 2012, imports grew by approximately 0.39%

annually. (Proecuador, UK Sales Record)

One of the main reasons the UK has a negative trade balance, a country in
constant growth, politically stable, with very little corruption, is mainly due to
insufficient production. Productivity is defined as the amount of goods and services
produced for each hour worked. Even though the UK has a very low

unemployment rate this is not reflected in its production model. (Mehreen Khan)
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With the crisis of 2008/2009, the UK has had a very low production rate compared
to the 1974 crisis; however, it has not been able to revive its production of goods
and services quickly compared to previous crises, as can be seen in the following

image.

Image N° 5: UK Production Rate

Previous recessions saw productivity recover =
much faster

Source: OMNS
120

115
110

105

Output per hour

100

=

S0

O 5 10 15

2008 — 1990 1979 — 1973 == Base

Source: National Bureau of Statistics and Censuses / Mehreen Khan

In 2012, production was 20% lower than the rest of the G7 nations;® national
production was a 1/5 less per hour compared to developed economies. Production
plays a leading role in the trade balance because if a country fails to produce what
it needs domestically then it will not be able offer what is needed by other

countries; in the end, imports will be greater than exports.

The amount of goods produced by a country is tied to its economic health.
However, in the study, Why does production matter in the UK?, certain points were
mentioned. For example, many British workers are not satisfied with their pay,
leading to people having more than one job. Robert Chote, head of the Office of

Budget Responsibility, says that the country cannot raise wages because first, they

® The G7 Nations are: Germany, Canada, the United States, France, Italy, Japan, and the UK.
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are adjusted to current economic realities; and second, an increase in wages

would generate more costs and less domestic production. (Mehreen Khan)

The Office for Budget Responsibility, along with the Bank of England, believes a
rise in production is a matter of time, It also believes that companies may change
their employees to more productive areas which would generate improved
productivity for the medium term; also, new businesses are expected to arise and
new companies that invest in research will generate the creation of new markets

for the production of goods and services. (The Telegraph UK)

In the next table we can see that Ecuador is not considered a major trade partner
for the UK.

Table N° 16: Major Trade Partners of the UK

1 UNITED STATES F.T2 30.E54
2 GERMANY 27539 23,502
a FRAMNCE 18,905 16,542
1 METHERLANDS 18,6823 17aas
5 RISH REFUBLIC 14,063 13,307
-] BELGILBA 12,945 10,835
T ALY B2ET =3
B SPAIN 7946 BDES
o CHINA 7055 5.E3D
10 SWEDEN 5103 4,504
n O, 4,557 3,172
1z SWITZERLAND 4400 4,053
13 CANADA, 4126 3445
14 HOMG KOMNG 4120 3454
15 RLSSIA 3.B53 2,682
16 LIAE 3,544 3,1
1 JAPAM 3,667 3,443
18 POLAND 3655 2,959
19 AUSTRALLA 3,380 2,609
20 TURKEY ER L 2,453
n SINGAPORE 2,920 2,704
23 SOUTH AFRSCA 2,835 2,20
23 PO 2,732 2,390
24 SALIH ARABLA 2,554 2,440
25 DEMMARK 2477 2,243

Source: HM Revenue & Customs
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3.6.
to Ecuador from 2007 to 2012

UK exports to Ecuador consist mainly of oil,

Main products of Great Britain and Northern Ireland that were imported

and industrial and technological

products, as shown in the following image obtained from the Central Bank of

Ecuador.

Image N° 6: Traded products from the UK to Ecuador (2007-2012)
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These products are not primary goods, rather they are processed goods; such as:

heavy machinery, solvent naphtha, chemicals, electrical appliances, medical

equipment, medicines, among others.

The four main trade products that the UK exports to Ecuador are:
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e Solvent naphtha

e Whiskey

e Machines whose superstructure can spin 360°
e For cancer treatment or HIV

e Anesthetics

These products will be analyzed in detail in the following sections.

3.6.1. Solvent Naphtha

Naphtha Solvent is the oil flagship product in terms of trade between the UK and
Ecuador. In 2009, Naphtha Solvent had an FOB value of $ 38 billion, representing
37.19% of imports in that year. In 2012, it represented 18.25% of imports and had
a FOB value of $362 billion.

According to the Central Bank of Ecuador, from 2008 to 2011 there were no
imports of this tariff subheading; its value was $ 0 in FOB and 0% as a percentage
of imports in those years, as can be seen in the following table. The United States
each year remains the main supplier of this tariff heading according to Central

Bank of Ecuador data.
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Table N° 17: Solvent naphtha imports from the United Kingdom (2007-2012)

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US TOTAL FOB
NANDINA NANDINA DOLLARS PERCENTAGE

2707501000 SOLVENT NAPHTHA 2007 0 0%
2008 0 0%
2009 38,722.98 5.97%
2010 0 0%
2011 0 0%
2012 362,864.24 18.25%

Source: Central Bank of Ecuador
Prepared by: The author

Graph N° 17: Solvent naphtha imports from the United Kingdom (2007-2012)
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Since there is no data for 2007, 2008, 2010, and 2011, only data for 2009 and
2012 will be calculated.
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In 2009, Solvent naphtha had an FOB value of $38 billion, representing 5.95% of
total imports. In 2012, imports of this product grew by 837.07% compared to 2009
reaching an FOB value of $362 billion. This significant increase is due to the
Solvent naphtha shortage that Ecuador experienced in 2012, despite being a
leading oil producer. This particular product is used in many finished products,

such as: paints, sprays, herbicides, and vegetable fat extracts.

Similarly, in recent years, Ecuador has ventured into the automobile industry;
solvent naphtha is essential for painting vehicles. (Escuela Superior Politécnica del
Litoral)

As can be seen in the graph above, there are years with no values. One of the
reasons that these years had no Solvent naphtha imports was due to the cost of
importing petroleum and naphtha. Diesel and LPG increased by more than 120%
between 2004 and 2006; in 2007, the volume of imports of these products totaled
about 30 million barrels, even rising 20% more in 2006.

At this point it should be emphasized that naphtha solvent was imported in large
quantities from the United States; in 2008, $42 billion worth of the product was
imported into Ecuador and in 2010 Ecuador imported $449 billion. Import costs are
much lower when importing from the United States than from the UK; however, in
2011, Ecuador had diplomatic problems with the United States so solvent naphtha

began to be imported from the UK.

Another reason for the big increase in imports of naphtha solvent was that in early
2013, production at the Esmeraldas refinery in Ecuador experienced a recession.
Ecuador imported 90% of its demand; around 8,500 tons of LPG and 240,000

barrels of premium gasoline.

According to economist Carlos David Aviles, in his book “Analysis of fuel subsidies
in Ecuador — 2010,” Ecuador, despite being an oil producer, imports its derivatives

in order to satisfy the domestic demand of the country and to generate electricity.
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Ecuador imports 22 million barrels since 46% of the country’s energy supply
depends on burning fossil fuels in power plants. A change in the productive matrix
of Ecuador would be very beneficial to its economy, specifically in the development
of its own petroleum, or even removing its dependence on oil all together. Thus,
Ecuador would be able to focus on the importation of other products that it cannot

produce.

3.6.2. Whiskey

Another product that is important for this analysis is Scotch whiskey; which, as of
lately, has all but ceased to be imported to Ecuador from the UK. In the table below

we can see how this import has devolved over time.

Table N° 18: Imports of whisky from the UK (2007-2012)

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US TOTAL FOB
NANDINA NANDINA DOLLARS PERCENTAGE

2208300000 WHISKEY 2007 18,940.87 93.33%
2008 14,995.13 73.75%
2009 8,750.00 87.11%
2010 0.00 0%
2011 0.00 0%
2012 0.00 0%

Source: Central Bank of Ecuador
Prepared by: The author
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Graph N° 18: Imports of whiskey from the UK (2007-2012)
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Exports of whiskey represent £4.3 billion in the UK trade balance; statistically,
every second 40 bottles are exported and there are about 119 Scotch whiskey
distilleries (Scottish Whiskey Association), this data establishes a direct
relationship between the UK and Ecuador through the importation of this product.
Ecuador has not always been against the exportation of this product; in 2007, $18
billion was imported which accounted for 93.33% of total exports from the UK for
that year. The next year $14 billion was imported which represented 73.75% of
total exports. In 2009, there was a decline in whiskey imports, resting at $8 billion;
a decrease of 41%. Three years later, according to the Central Bank of Ecuador,

there were no whiskey imports at all. (Central Bank of Ecuador)

This behavior is clearly due to restrictions imposed by the Government of Ecuador
by the COMEXI, which was responsible for regulating imports in Ecuador in 2009.
COMEXI Resolution No. 466 (Appendix I) indicates that imports for whisky had a
tariff surcharge of 30%, greatly affecting imports in 2010, 2011, and 2012. This
resolution modified the original tax that only charged $0.25 per alcohol grade, plus

1% ad valorem.
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3.6.3. Machines whose superstructure can spin 360°

Another product that is imported from the UK is heavy construction machinery; in

this case, machines whose superstructure can spin 360°. These are also known as

propulsion machinery, excavators, or simply heavy machinery.

The following table shows the annual values for imports of machines whose

superstructure can spin 360°.

Table N° 19: Imports from the UK of machines whose superstructure can
spin 360° (2007-2012)

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US TOTAL FOB
NANDINA NANDINA DOLLARS PERCENTAGE
8429520000 MACHINES WHOSE 2007 681.91 2.21%
SUPERSTRUCTURE CAN
SPIN 360°
2008 1,506.68 1.67%
2009 59.63 0.12%
2010 0.00 0%
2011 998.1 1.32%
2012 181.24 0.18%

Source: Central Bank of Ecuador
Prepared by: The author
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Graph N° 19: Imports from the UK of machines whose superstructure can
spin 360° (2007-2012)
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Prior to the current government of Rafael Correa, imports of heavy machinery
remained constant, but, in 2008 there was a sharp growth of 120% compared to
2007; this growth was due to the different construction projects going on in
Ecuador, such as the construction of the different highways and roads. In the
following year, there is a decrease in imports by approximately $1 million; one
reason is that Ecuador, from 2009 onwards, began importing from the United
States and South Korea, leaving aside the United Kingdom. Ecuador preferred to
import directly from the United States based on shorter delivery times and from

South Korea for its specialized technology.

In 2010, the United Kingdom did not import any heavy machinery to Ecuador,
according to the Central Bank of Ecuador; leaving the United States and South

Korea again as the two main exporters of this product.

In 2011, Japan topped the list of importers of machines whose superstructure can
spin 360°, followed by the United States and South Korea. The United Kingdom
was 8™ place of 16 importing countries, importing a reported $998,000; imports of

machinery rose due to public spending on infrastructure, the creation of various
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public works and government ministries, as well as the construction of “Millennial
Schools.” Among the first group of products are capital goods, technological goods,

and inputs, most of which are not produced in the country.

The United States and South Korea remained the leading imports of heavy
equipment in 2012; the UK market share declined, reaching an import value of only
$181,240. By 2013, the UK was among the last countries exporting the product.
These trends indicate that Ecuador is not dependent on imports of machinery from
the United Kingdom.

3.6.4. Anesthetics

Another product which is considered an important import is anesthetics, used by
the Ministry of Public Health, Hospitals, Clinics, Medical Centers, among others.
Below is data collected by the Central Bank of Ecuador on imports of this product.

Table N° 20: Imports of anesthetics from the UK (2007-2012)

SUBHEADING DESCRIPTION YEAR VALUE IN THOUSANDS OF US TOTAL FOB
NANDINA NANDINA DOLLARS PERCENTAGE

3004902100 ANAESTHETICS 2007 140.07 4.02%
2008 161.80 3.49%
2009 151.55 4.08%
2010 1,332.43 23.42%
2011 1,129.57 14.61%
2012 790.40 10.49%

Source: Central Bank of Ecuador
Prepared by: The author
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Graph N° 20: Imports of anesthetics from the UK (2007-2012)
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In 2008, there was a growth of $6,120 compared to 2007, representing a growth of
4.34%. In 2009, there was a decrease of $10,250, an amount representing 6.33%
compared to 2008 which was $161,000. In 2010, imports increased to $1.2 billion
which represented an increase of 795.28%; this abrupt growth was reflected in
Executive Order #1151 which relieved all taxes on all imports of medicines in the
last quarter of 2009. Due to this relief, the pharmaceutical industry was supplied

with anesthetics that year.

In 2011, imports of anesthetics suffered a decrease of $227 million, representing a
fall of 16.74%; this was due to the government favoring local production of
medicine. Nevertheless, Ecuador imported $1.12 billion as Ecuador still lacked the
technology and raw materials to make drugs. In 2012, there was another decrease
by $337,170, representing a decrease of 32.02%; again this decline reflects the
commitment of Ecuador, along with the national laboratories, to increase medicine

production. (El Telégrafo)

As can be seen in Graph No. 20, percentages of this subheading are generally

very significant in terms of total imports for each year analyzed. 2010 had the
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highest rate of imports with 23.42% of total imports for that year; the year with the

least representation was 2009 with a rate of 3.49% of total imports.

The European Union is the main provider of anesthetics worldwide; in addition,
they have patented most pharmaceutics in the world meaning the national
pharmaceutical sector cannot generate generic anesthetics. (European
Commission) As a consequence, Ecuador must import item 3004902100 on a
regular basis as Ecuador still does not have a sufficient supply of anesthetics; the
import of this product is also linked to the constant importation of doctors and other

medical devices.

The products discussed above are the most representative in the five years
analyzed; they have more value in terms of revenue and they have the highest
percentage of total imports for each year analyzed. It should be noted that Ecuador
imports many tariff items, but these were below 0.05% of total imports for the
period 2007-2012; thus, a complete analysis of this product is not necessary.

The table below shows the total tariff lines that Ecuador has imported from Great

Britain and Northern Ireland.

Table N° 21: Total items imported from Great Britain and Northern Ireland

TOTAL ITEMS IMPORTED

2007 1361
2008 1168
2009 1049
2010 1125
2011 1173
2012 1129

Source: Central Bank of Ecuador

Prepared by: The author
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There are many tariff items that are imported but there is no noticeable
diversification; 90% of imported products from 2007 to 2012 were whiskey,
products for cancer treatment, antibiotics, anesthetics, hardware appliances, and
metal appliances. By 2008, fewer items were imported without any consistent
variation; traditional products such as medical devices, machinery, radio telephone
antennas, nuts, valves, etc. continued to be imported. This trend is similar in all the
years under review. In 2012, mainly medical products like medicines were

imported, which indicates that Ecuador is net importer of technology and research.

3.7. Perspectives on the best commercial exchanges between Ecuador and
the United Kingdom, specifically Great Britain and Northern Ireland

According to the FAO, in a published study on trade and the possible insertion of
organic food in Great Britain and Northern Ireland, the UK is considered an
“‘uncommon” market because the people tend to adapt quickly to new customs and
trends; thus, it would not be difficult to introduce Ecuadorian products with added

value. (United Nations Food and Agriculture Organization)

For example, when Ecuadorian coffee exports were analyzed the results showed
that this product was not yet fully exploited, despite the English having begun to
adopt Western ways regarding the intake of coffee, even specialty coffees. This is
a very good opportunity for coffee exporters as value can be added to the exports;
whether it be new textures or different flavors, coffee could be developed which

would generate great long-term benefits.

Another Ecuadorian product that is recognized globally is bananas, which are sent
to the UK with little or no added value. This product could be developed further into
new and exciting products like: baby foods, jams, purees, pastes, banana chips, or
candies. The same could also be said with shrimp or roses since these can

generate more income in terms of exports.
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In order for Ecuador to create demand for these products it must add value to its
exports through creative packaging or diverse designs, in order to be interesting

and stimulate trade flows.

The main problem usually lies among Ecuadorian producers who do not have
much entrepreneurial vision. Products often are outsourced to large industries only
to be delivered in its original form. These products should be developed and

directly shipped to the consumer by the producers, removing the “middle man.”

According to a study by the Ministry of Industry and Productivity, Ecuador is within
the top 15 countries that have the most entrepreneurial ideas; 6 in 10 people have
a business idea in mind, 3 of those 6 which are in the field of trade and agriculture.

(Marcelo Guiterrez)

Some of the strengths of Ecuadorian entrepreneurs are age and the vision to find
new markets, and the main weakness of these entrepreneurs is a lack of training.
We can conclude, although there are good ideas in terms of Ecuadorian products
that could enter foreign markets, many are stifled due to lack of capital, quality, and

access to credit.

The Ecuadorian government, through Pro Ecuador, has established several
programs to stabilize the income of Ecuadorian products in Europe, including UK
markets. These programs are based on 3 phases: start-up, strengthening, and
sustainability; these phases also include aspects of training, promotion, support,

and supervision.

3.8. Achievements and losses acquired from the treaties signed by

Ecuador and the United Kingdom

3.8.1. Economic and Investment

According to the Information System for Trade of the OAS, Ecuador has signed 30

bilateral treaties, of which over 80% have been in force since the 90s. However,
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several of these have been subjected to a thorough analysis by the government of
Ecuador. In 2009, an International Commission was created to audit the treaties
signed by Ecuador; according SENPLADES, 10 treaties have already been
reported on and the rest are in a process of review. (Perez; Bustamante; Ponce)

Ecuador and the UK have maintained an “Agreement on the Promotion and
Reciprocal Protection of Investments,” which was signed in 1933 and is still in force
today; but, in 2010, the National Assembly of Ecuador decided to denunciate® this
agreement because it contradicted the current jurisdiction of Ecuador. (Marco

Gerardo Monroy)

The following is the denunciation of the treaties on the part of Ecuador.

% In international law, the term “denunciate” refers to a state unilaterally terminating the relationship of a
binding international treaty. States may denunciate a treaty through the sovereignty that they hold.
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Image N° 7: Dates of denunciations of bilateral investment treaties
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The complete nullification of these treaties will become effective within 8 to 10

years; however foreign investors may challenge said nullification if the need arises.

Despite having denounced these international treaties; today, the Government of
Ecuador, through Pro Ecuador, promotes the entry of direct investment, as long as
this gives rise to technological investment, quality job creation, new businesses,

and new production.

Various incentives for investors, in order to generate the above provisions, are set

out in the new Code of Production, Trade, and Investment; such as:

e Financing by the Public Bank
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e Customs Amenities

¢ Human Resource Development

According to the “Report on World Investment” by the United Nations Conference
on Trade and Development — 2014, the United Kingdom, as a recipient of foreign
direct investment (FDI), was placed in 11" place, with an investment of $37 million,
as shown in the following image. (United Nations Conference on Trade and
Development 2014)

Image N° 8: Main recipients of direct foreign investment
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As for outward FDI, the UK is the 17th highest donor with a recorded investment of
$19 billion, as shown in the following image. (United Nations Conference on Trade

and Development 2014)

75



Image N° 9: Major donor countries of direct foreign investment
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With this data we can say that the UK receives more FDI than it sends out; this is
favorable situation as financial resources help boost the economy. We can
conclude that the much of the world views the UK as a nation with opportunity for
growth.

The UK has an incentives program for foreign investors, these are divided into:

e State Incentives

¢ Regional Development Agency

These incentives emerged after the European crisis hit the UK in 2008 in order to

offset any negative repercussions to its financial security image.*

The Central Bank of Ecuador and Pro Ecuador show that investment by the UK is
up; for example, in 2011, approximately $21 billion invested by oil and mining

companies such as British Petroleum (BP), British Gas Group, and Rio Tinto

' Mr. Francisco Mena Guarderas — Director of Pro Ecuador in London.
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Group. These companies came to Ecuador to work on the design and

implementation of new hydroelectric plants that will be operational in 2016.

Similarly, British Petroleum sold a lot of gas to Ecuador after Petroecuador fell into

a recession period.

Graph N° 21: Flow of Direct Investment from the UK to Ecuador
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Generally, British investment in Ecuador is mainly focused on the commercial,

agriculture, manufacturing, and communications sectors, as seen in the following

table.

Table N° 22: UK Foreign Investment in Ecuador by Sectors

FLOW OF DIRECT INVESTMENT FROM THE UK TO ECUADOR BY SECTOR
Thousands of US Dollars

LActivity: 2007  2008| 2009 2010 2011|2012 T TRIM
Agriculture, forestry, hunting and fishing 810 1053 - - 1 -
Commerce 314 (478)| 4425) 827 7,520 5,721
Mining and quarrying 1 - - - 80 -
Manufacturing industry 636 209 27 46 7,557

Community, social and personal services 2 5 - - -

‘Services provided to companies 2017 2093 (111)] 0.30 3,821

‘Transport, storage and communications 1,070 | 2,019 462)| (718) 2,728

‘Total 4,871 | 3,953 | 3,878 | 154 | 21,708 5,721

Source: Central Bank of Ecuador
Prepared by: Pro Ecuador — London Office
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Through this brief analysis, we can conclude that Ecuador still has much to
accomplish. As noted in the first chapter, Ecuador has very few treaties in force,
which is why it does not have specific objectives related to international treaties.
The few treaties that Ecuador signed with the UK did not result in sustainable trade

in the medium or long term.

It is necessary to encourage foreign investment, with an emphasis on the UK and
other European countries, as technology development and human talent could
generate breakthroughs in the many projects that the Government of Ecuador has
at the moment. Ecuador must recognize that foreign investment has not only
benefited Ecuador through the inflow of foreign capital, knowledge, and
technology, but it has also been an important factor in raising the standard of living

for Ecuadorians.

3.8.2. Cultural

In an interview with the Representative of Cultural Affairs of the Embassy of
Ecuador in the UK, he said that, over time, Ecuador and the United Kingdom have
had successful agreements which favored the two countries. Both in the United
Kingdom and Ecuador, there have been important fairs, events, open houses, and
similar events in which information is imparted about both nations. For example,
every October the Embassy of Ecuador in the UK, along with Pro Ecuador, holds a
“Fine Food and Drink Event” that promotes Ecuadorian cuisine. Maria Cristina
Mufioz explains that the Ecuadorian booths mostly exhibit its famous chocolate;
however, people are very surprised to see the different types of products that

Ecuador offers.

One of the companies that attends this fair is the Quito enterprise, Urcupac, a
division of the CEPSA Corporation; Urcupac specializes in the manufacture of
Quinoa and its derivatives. Since 2013, Urcupac has attended the event,
distributing its products to the English market. Furthermore, CEPSA is the
representative of British Petroleum in the Ecuadorian market. Another Ecuadorian
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company that has had some success in this fair is Don Joaquin Gourmet from the
city of Portoviejo in Ecuador. Don Joaquin Gourmet exports different kinds of
sauces and jams that have a distinct design and texture. (Proecuador, Ecuador
participa desde ayer en Feria International Fine Food & Drink Event 2013)

(Urcupac) (Don Joaquin Gourmet)

Some of the products exported to restaurants and supermarkets are: Chili sauce,
passion fruit, strawberry sauce with chili, chili sauce with pineapple, and banana
jam. As an example, these two companies made the decision to attend a trade fair
and market their product; then they started exporting low volumes of their product
until they achieved a certain portion of the market. Each company is intended for a

different economic sector.

This fair was created in 1979 and each year there are about 100,000 companies in

attendance from around the world.

Another program developed by the Department of Culture of the Embassy of
Ecuador in the UK is a program for schools, and even universities, where stories
and poetry is taught to promote student interest in history. It is a program that is
having great reception that today reaches 3 or 4 schools monthly. Currently, there
is no official program by the UK in Ecuador that imparts its culture and encourages
interest in other countries. This should be implemented to develop mutual interest

of both nations.

3.8.3. Education

Estefania Tello is the person in charge of Educational Affairs at the Ecuadorian
Embassy in the UK. She indicated that there is a lack of data on the exact figure of
Ecuadorian students in the UK, as it is not requirement for Ecuadorians to be
registered with the Embassy. Estefania Tello stated that this figure could be quite
high as the British market represents 35% of the places chosen by Ecuadorian

graduate students.
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Also, Ms. Tello emphasized that this percentage has increased thanks to programs
offered by the Ecuadorian government, specifically the Ministry of Higher
Education, Science, Technology and Innovation (SENECYT). The annual
scholarship plan is an incentive for students wishing to leave Ecuador and acquire
new and better knowledge at world-renowned universities, especially those

students who choose social, economic, and technological fields. (See Annex 2)

Ecuador should perfect its production of traditional products. Today, the UK is a
relatively young and economically active market that adapts to new consumer
trends and that has a relatively high purchasing power; the UK market must be
considered a priority, not only for the Ecuadorian government, but to the general

population. (National Statistics Office)

Based on the above trade balances, figures, tables, and other information it can be
argued that Ecuador follows a general pattern like most developing countries, one
that is dependent on the United States as its main trade partner, followed by
countries in the region. This leaves the UK in an intermediate position in the

exchange of goods and services.

Ecuador exports traditional products to the UK without focusing on developing or
encouraging the production of new products and services. In terms of the products
that the UK exports, Ecuador imports modern products such as: technology,
machinery, medicines, medical equipment, among others. In recent years, Ecuador
has invested heavily in infrastructure, technology, and in the country’s overall
development. Ecuador should continue this trend as the UK continues to do the

same.

As for logistical access, several providers offer maritime and air transport with
weekly departures to the UK. The estimated transit time is 20-25 days; the price for
a FCL of dry goods is around $2,500 and $6,500 for FCL reefer services. Arrivals

are at major ports around the UK including London, Liverpool, and South Hampton.
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London has the busiest airport in Europe, Heathrow International, which facilitated

around 73 million people in 2013.

The above figures indicate that there were years in which commercial relations
intensified, and there were years in which the figures were very low; this is
fundamental to understand how trade is handled between Ecuador and the United
Kingdom. Trade could be even more dynamic when traditional commercial partners
of either Ecuador or the UK cannot meet demand. These countries do in fact have
the ability to meet demand for products, as in the case of oil in Ecuador and palm

oil in the United Kingdom.
It is at this time, the government, as well as large, medium, and small industries,

should make immediate decisions to boost sales; not only oil sales, but other

exports, and not only to the UK but to other countries as well.
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Chapter IV: Proposals for growth

4.1. Exportation of new products from Ecuador to the United Kingdom

There are two significant products that could enter the English market in a big way,

Panama hats and fruit puree. These two products will be discussed below.

4.1.1. Panama hats

In the UK there is no domestic market to develop these products, which is why the
Panama hat is considered an accessory that denotes sophistication and luxury.
According to Pro Ecuador, women acquire two hats a year, and men, one hat each
year. The highest demand for this product is found in London as it is the most
populous city in the UK.

Men generally acquire the traditional type of Panama hat while women prefer hats
with different designs and colors. This product is mostly purchased by people 30
and older who are economically active. The hats are preferably used in summer;
and since the United Kingdom has four seasons, product sales in the winter

decrease considerably. (Proecuador)

The following graphs show exports of Panama hats to the United Kingdom.
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Graph N° 22: Hat exports to the UK
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We can see that for the period under review there was an upward trend; but, for
2012, there was a downward trend in both volume and value, this was due to an
increase in output in the countries of origin.

In the next graph we can see the main countries exporting hats to the UK.

Graph N° 23: Main countries exporting hats to the UK

Percentage of total hat imports by country to the United Kingdom
(Jan — Nov of 2013)
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Source: Pro Ecuador

The main supplier of hats for the UK is China, with a market share of about 72%;
followed by European countries with 13% and Hong Kong 2%. However it should
be emphasized that Italy is the EU’s leading exporter and most Italian hats shipped
to the UK are from Ecuador which arrive in Italy as “shells” to be completed in that

country. (Proecuador)
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As for exports of unprocessed hats or “shells,” Ecuador is the second largest

exporter of this product to the UK, as can be seen below.

Graph N° 23: Main exporters of “shells” to the UK

Percentage of total hat “shells” imported by country to the United Kingdom
(Jan — Nov of 2013)
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China and Ecuador are leading exporters of hat “shells,” with a share of 38% each,
followed by the European Union and the United States. These products are
shipped to the UK for final production and can be completed according to the

tastes and preferences of the consumer.

In order to achieve positive results, the supply chain should be as follows:

The exporter should sell directly to the store; in this way, the exporter can prevent
a reseller from raising the price of his product. Another distribution channel would
be through the Internet, by which all intermediaries can be eliminated; however,
this might generate a logistics gap concerning time. The consumer may choose a
more expensive product that she can have immediately or a cheaper product that

she would have to wait to receive.

According to Pro Ecuador, prices of Panama hats fall within the following ranges:
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Table N° 23: Prices of Panama hats in London

Price variation of Panama hats in London

Lowest price of hat |Highest price of hat

Bates £193 £2.500
Lok & C £155 £890
Swaine Adeney Brigg £180 £850

Source and Elaboration by: Ecuador Trade Office in the UK

4.1.2. Fruit puree

Another product that Ecuador could begin exporting to the United Kingdom is the
fruit puree. The English market despite being a producer of fruit imported needs to
supply its domestic demand products, is why 593 million pounds sterling were
imported through tariff headings 2007.99 and 2008.99 in 2013.

Usually, countries export raw materials to be used by large industries for juices, ice
cream, and liqueurs. While this product may not be segmented to a specific
demographic, as in the case of straw hats, it is estimated that the per capita

consumption of fruit puree is about 1.44 kg / person.

The marketing of fruit puree in the UK, since the end of 2012, has been controlled
under the 2012/12/EU standard, which requires that these products meet certain
quality criteria; such as: the removal of extra added sugar, respect of the limits of
the authorized presence of heavy metals, as well as the control of labels.

(European Parliament)**

Below, imports of fruit puree by the UK can be seen.

11https://www.fsai.ie/uploadedFiIes/Dir2012_12.pdf
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Graph N° 24: Imports of fruit puree to the UK from other countries
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It can be seen that imports from the UK have been increasing year after year; this
is mainly due to the tendency for the English to consume more healthy products

such as fruits and vegetables.

In the sectorial analysis of fruit puree done by Pro Ecuador, the major suppliers of
this product are Ireland, France, and Sweden which produce 70%; 18% is covered
by Asia-Pacific countries like the Philippines, China, and Thailand; and of the

American countries, mainly Brazil, Chile, and Colombia.

In Ecuador, there are 7 companies that, since 2008, have consistently pureed fruits
for exportation to the UK within headings 2008.99 and 2009.99.*2

These companies are:

e Ecuavegetal

12 Statistical Information from the Central Bank of Ecuador, consultation by Nandina Exporters
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e Congelados ecuatorianos

e Especies Exoéticas Cia. Ltda.

e Banapuree S.A.

e Expalsa Exportadora de Alimentos.
e Frutucorp S.A

e Tropifrutas S.A

Below we can see the trade flow of fruit puree products between Ecuador and the

United Kingdom.

Graph N° 25: Imports of fruit puree to the UK from Ecuador
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In the same analysis for the period 2008-2014, Ecuador exported about $6 million
of these two tariff headings; reaching its peak in 2011, with a value of about $1.5
million. By 2012, there was a decrease of 14% as a result of the global recession
that mainly affected Europe.
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In 2013, Ecuador exported $600,000 and for the first quarter of 2014 the figure was

also $600,000; leading to favorable results and indicators of improvement.

Ecuador is a natural producer of agricultural products. By further developing the
fruit export industry, Ecuador could generate remarkable revenues by exporting
fruit puree to the UK. However, we must not overlook demand, which is why
Ecuador should perform a study to determine the key dates that exports should be
made without neglecting local demand.

Supply is an important factor to be able to fulfil demand. Prior to exportation,
Ecuadorian export companies should conduct a study to determine the required
time for production and processing, as well as the optimal shipping dates that won'’t
interfere with harvesting, manufacturing, and processing, according to the type of

product.

Prior to exportation, companies should also consider the quantity, quality,

continuity, and competitiveness of their product(s).

In terms of quantity, it is mandatory to know how much product is needed for
export, so as to avoid large volumes of product that remain unsold; by the same
token, insufficient quantities can generate a product shortage which is why
companies need to plan together with the buyer (importer) in order to perfectly
satisfy demand. As for the quality of a product, the product must be produced
under the most optimal conditions, meet the the regulations of the buyer country,
and be safe for consumers. (Universidad Andina Simon Bolivar).

In terms of continuity, an exporter must take into account two factors: The first is
planning to meet required demand. The exporter is required to send the product to
the destination country; otherwise, they would lose market share and would be
unable to meet demand. If demand is not met, then the importer will either look for

new suppliers or simply stop consuming the product. Furthermore, exporting
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companies must plan for unexpected disruptions of exports by potential local

accidents or international disasters. (SISTISEG)

The competitiveness of a product is determined not necessarily by low prices, but
by its value. Companies need to focus on certain quality strategies like adjustment
to demand, pre- and post-sale services, and anything else that would set it apart

from the competition.

4.2. Importation of new British products into Ecuador

In chapter 3 we concluded that the UK exports products designed with modern
technology and research, as more than 90% of its exports to Ecuador are:
machinery, medicines, and medical equipment. These facts should encourage the
entry of these products into Ecuador, as the UK is a cornerstone in the

development of software and research.

The new projects being developed in Ecuador, thanks to the current government,
could influence the UK to take an interest in the Ecuadorian market. These said
projects are closely linked to the construction of roads, infrastructure, and
technology development and research. Considering the UK is as principal exporter
of these products, Ecuador should take advantage of the situation.

Some projects that the UK could get involved in are:
e Cooperation and implementation of new and existing hydroelectric plants
o Old plants that need remodeling or improvement: Hydroelectric
plant Mira, Mini hydroelectric plant Gualaceo, Hydroelectric plant
Chorrillos.
o New hydroelectric plants under construction: Coca Codo Sinclair,
Delsatanisgua, Maza, Quijo, Sopladora. (Ministry of Electricity and

Renewable Energy)

e Construction of the “Millennial Schools,” under the Ministry of Education.
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o In 2005, Ecuador, with 147 other countries, signed the Millennium
Development Goals, which were set as a goal for 2015, including
objectives to provide education for all in order to eliminate

inequality.

o The EMU incorporates modern elements of ICT in the teaching-

learning process; these are used as a means to boost knowledge.

o There are 51 functioning EMU, 31 are in the construction phase
and there are plans to build 207 more. This is where the UK could
collaborate in the construction phase, as well as the

implementation of technology in various areas.

e Yachay - City of Knowledge, a place that encourages research,
specializing in international standards by integrating scientific, academic,
and economic actions contributing to the Production Matrix of the
country. In this project, the UK, which has the best universities in the

world, could help by using its academic know-how.

It is very important that technology transfer play a critical role in improving trade
between Ecuador and the United Kingdom; this issue is equally covered by the
National Plan for Good Living 2013 — 2017. The National Secretariat of Planning
and Development seeks to design and implement mechanisms that regulate the

transfer of both knowledge and technology, in order to boost domestic production.

According to the United Nations Conference on Trade and Development
(UNCTAD), technology transfer is defined as the systematic transfer of knowledge

for the development of a product or service.

Ecuador, in order to develop knowledge through technology, must use the UK as a
partner and ally on this issue; this can be done through public or private purchases,

to boost development and globalization in Ecuador.
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In addition to the development and improvement of trade of traditional products,
Ecuador must not neglect the incentive of new British goods entering the country.
The Director of Pro Ecuador in London stated in an interview that the UK, in
addition to being a technology developer, is also a major producer of milk, olives,

beef, and agricultural products. (Proecuador)

Tourism of the UK by Ecuador is still at an early stage, as Ecuadorians need to
obtain a visa to enter the UK. Until two years ago, this process was not as
problematic as it is today as diplomatic problems arose between Ecuador and the
United Kingdom over the case of Julian Assange. Since that time, visas granted to

Ecuadorians have decrease by about 30%.

4.3. Observations for better exchange of culture, technology, and

education

Ecuador tenaciously began its “SENECYT Scholarship” campaign in 2013, in
which full and partial scholarships are awarded to students who have completed
university and who wish to pursue masters and doctorate degrees abroad. Upon
graduation, students return to Ecuador to apply their knowledge in public or private
institutions. To carry out this scholarship system, Ecuador signed several
agreements with universities and technology centers worldwide; today, students
who pass the selection process can access more than 200 universities around the

world.

Ecuador signed agreements with UK universities, among which are:
e Artand Culture:
o University of Arts London
e Innovation and Production Sciences:
o University of Cambridge
o Imperial College London

o University of Glasgow
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o University of Manchester
o University of Nottingham
e Life sciences:
o London School of Economic and Political Science
o School of Hygiene and Tropical Medicine
e Natural Resource Sciences:
o University of Aberdeen
o University of Kent
o University of Sheffield

Ecuadorians students who go to the UK will gain not only academic knowledge but
also develop an interest in learning about the UK, this cultural exchange will create

incentives for people to learn about the two nations, both Ecuadorians and British.

Unfortunately, today there is an educational or cultural program that encourages

UK students to study in Ecuador.

In conclusion, there is not only a lack of knowledge but also a lack of technological
and financial resources, as well as a lack of human talent with sufficient knowledge
to induce growth of Ecuadorian products abroad; today, it is not enough to just
deliver a product to a customer. According to Philip Kotler, the 4 P's have now

become the 4 C’s: customer, communication, cost, and convenience.

As for communication, increasingly, consumers are more aware of what they
consume and do not believe everything that is advertised. That is why it is
necessary to really communicate the type of product that will be exported without
using misleading advertising, to not end up having a bad corporate reputation. The
cost of a product must not only be low but it also must have a good reception; the
consumer must know she is paying for something of good quality and high added
value. As for convenience, this means not only providing good products, but also
facilitating the purchase and delivery of said products; for this reason, a good
business idea is selling Ecuadorian products over the Internet. There are
companies that sell Panama hats over the Internet, deliver them in three days, and

take payments by credit card.

92



For the export of domestic products, it is necessary to take into account this
information so that customers can feel they acquire a good quality product at a fair

price and by the technological facilities that are available today.

As an action plan and proposal for the growth of trade relations, it should be noted
that the two nations do not have reciprocal tariff preferences. The UK uses the
Generalized System of Preferences (GSP+) with which developed and semi-
developed domestic products benefit. With this system major export products are
traded duty free. However, the UK does not have these preferences from Ecuador;
products entering must pay the tariff rates established by Ecuador. From the point
of view of the author, Ecuador should begin to establish a trade agreement

conducive to the English nation.

Ecuador must establish internal policies to encourage and increase diplomatic

relations with the UK, and thus improve trade with the European nation.

As a strategic point, both Ecuador and the United Kingdom must have official
meetings to deal with specific issues relevant not only in terms of international

trade, but in other areas of an educational, social, and economic nature.

The Embassy of Ecuador in the United Kingdom, and Pro Ecuador, which are the
country's image in the UK, should commit to working together to achieve similar

objectives, as today the two institutions act independently.

In the UK, fairs that include major manufactures in Europe are held; consequently,
the costs to participate in these fairs are very high. The Government of Ecuador,
jointly with Pro Ecuador, should provide means for the private sector to attend such
events in order to gain more traction in the UK market.

As mentioned above, a large part of imports from the United Kingdom is of heavy
machinery and technology; it is proposed that Ecuador encourage the United
Kingdom to directly invest in the large projects that Ecuador currently is

undertaking.

Cultural and social programs cannot be neglected. Often, countries are renowned

for their painters, writers, and poets; which is why Ecuador should support such
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events as part of a continuous improvement of relations between Ecuador and the
UK.

In terms of cooperation, the UK can contribute their knowledge to Ecuador through
human resource training and technology education. A specific way the UK can help
in this manner is to provide solid knowledge for two major projects in the country:
the construction of Millennium Educational Units and the Yachay University of

Knowledge.
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Conclusions and Recommendations

Conclusions:

Certainly, the commercial process between Ecuador and the UK has been the
result of actions taken over the course of their diplomatic-commercial history. The
constant efforts to improve trade to the UK have been a challenge for both the
public and private sectors.

One point to consider is the non-existence of bilateral international treaties
between the two countries. As mentioned earlier, treaties, conventions, and
agreements are the guidelines for governing commercial and diplomatic relations
that satisfy the interests of both nations. Throughout its history, Ecuador has
signed 83 bilateral treaties with the United Kingdom, of which over 90% are not in

effect today; resulting in a lack of interest by the United Kingdom for Ecuador.

Trade relations have been complementary some years more than others; as can
be seen in the Trade Balance, Ecuador has been the most favored in bilateral
trade. Today, Ecuador's interest to improve and create better commercial ties with
the EU has led to the signing of a cooperation agreement in 2014 with this

Regional Bloc; it will enter into force in 2016.

This agreement is a direct link so that Ecuador can enter products and services to
the UK in a more agile and efficient way, just as the UK can enter products to
Ecuador. It should be emphasized, not only would this benefit both nations in
foreign trade but in most areas such as technological, cultural, and social
cooperation.

Although Ecuador has denunciated investment treaties to the National Assembly;
today, the Government promotes smart investments that target strategic sectors

established in the changing of the Productive Matrix.

Moreover, the trade balance between Ecuador and the UK has been beneficial for
Ecuador; since in the years 2007, 2008, 2010 and 2011 it was positive; this means

that more national product was exported than English product. It would be even
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better if the two countries would enact measures that created a win-win outcome.
This could be accomplished by implementing tariff preferences, or other facilities,
for British goods; the UK could reciprocate by importing more domestic goods and
services to the European market.

This could change relatively thanks to the revival of production of the United
Kingdom, which is expected to have ups in the short-term and new sectors to
venture into the overseas market, which could result in the entry of new products

and services for Ecuador.

The products tested show several different, and even abysmal, changes regarding
growth and declines. According to the analysis, and in talking with people at Pro
Ecuador, MIPRO, and the Central Bank of Ecuador, this kind of trading is typically
generated with nations with whom there is no direct link; and in some years, the
demand for domestic products is exceeded and suppliers usually fail to meet

demands.

Bananas, shrimp, and roses are mainly purchased for their quality. In accordance
with Bulletin 1 of the analysis done by Pro Ecuador, the UK is a lead importer of
seafood. The British culture consumes seafood in the form of snacks, sandwiches,
and cocktails, and they prefer it precooked. Generally, seafood is exported directly
to wholesale distribution channels; few exports go directly to the supermarkets.
What we should see is an opportunity to export not only quality seafood but also an
attractive product that generates curiosity from consumers.

As stated, there was an upward trend in the consumption of frozen foods in the
United Kingdom (Pro Ecuador, Bulletin 2012). Ecuador should begin exporting
goods besides just tuna and shrimp. Because Ecuador is located in a climatically
favorable region it can stock up on fruit throughout the year; as well as vegetables
and products that may favor British demand, such as fruit puree.

Ecuador has many ample opportunities to continue making inroads into the British
market, both with new products and traditional products. Since entering a new
product takes time, money, and extra resources, traditional products need to start

being exported with more value added, focusing mainly on the quality and texture
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without neglecting product presentations, advertising, and delivery times; making

every effort not to leave any and all demand unfulfilled

It seems that the wealth that has been accrued in the UK over the course of its
history has been distributed properly among the English, creating an efficient and
competitive population and giving most people a high purchasing power that
results in people buying foreign products. In addition, through trade, foreign
exchange earnings are significantly optimized, thereby creating revenue for the

country.

Regarding imports from the UK, these are mainly technology and heavy
machinery, medicines, and equipment for medical purposes; which are mainly
imported by the Ministry of Health, Ministry of Public Works, Clinics, and
Pharmaceutical companies, among others. This should be considered a strength
rather than a weakness; as the UK, being an industrial and technological power,

could help in projects that are currently underway in Ecuador.

That is why technology transfer plays an essential role in enhancing trade with the
United Kingdom. For this to be developed the UK should export their virtual and
human resource knowledge; through this, Ecuador could achieve further

development that is critical to the future of the country.

Having talked with Denisse Espinoza, an official of the Central Bank of Ecuador in
Cuenca, the author concluded that imported machinery from the United Kingdom
began to enter the country after Ecuador decided to start several projects; such as
hydroelectric dams, school constructions, and road improvements. These goods
are projected to continue being imported, and if Ecuador continues using these
products the UK should continue to be an important social, commercial, and

technological trading partner.

As was analyzed in the various chapters, the United Kingdom is considered one of
the main engines of the world economy; it is part of the UN Security Council, it
belongs to the G8, it is part of NATO, it is against the testing of nuclear weapons,
and it is against anything that goes against human rights. These are positive

characteristics of a nation that can be trusted as a trading partner.
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In conclusion, exports and imports of Ecuador are marked by a large difference in
value added. While the country exports primary products and raw materials,
Ecuador imports processed industrial products and technology, in order to make up
for the lack of these products being produced domestically. As for non-oil trade
balances, there is usually a surplus with European countries but a deficit with the
oil trade balance; this clearly reveals that, as an oil producer, Ecuador is exporting
raw materials and importing processed materials; this generally occurs with
industrialized nations like the United States, with whom Ecuador maintains a

positive trade balance since it is the main buyer of oil in the world.

Recommendations:

e Commit to further bilateral meetings between Ecuador and the United
Kingdom, with the aim of achieving regular of commercial and diplomatic
assessments between the two States.

e Meet the requirements for implementing the second part of the Productive
Matrix in the National Plan for Good Living. This section encourages adding
value to products by incorporating technology and knowledge in current

processes. (National Secretariat of Planning and Development)

e Large, medium and small enterprises should implement the item number
four in the Productive Matrix which promotes exports of new and innovated
products containing more value-added, encouraging growth into new and

larger markets. (National Secretariat of Planning and Development)

e Be aware of the New Productive Matrix that promotes the substitution of
import with goods and services that can be produced at the national level.
To achieve this, studies should be performed that show the products and
services that need to be imported. (National Secretariat of Planning and

Development)
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Since technology transfer by changing the Productive Matrix is a state
policy, it is necessary to coordinate the purchase of patents and licenses of
new information technologies and communication, thereby encouraging and

facilitating national production.

The Government of Ecuador should develop a model based on technology
transfer between Ecuador and Europe which generates and encourages

investment in new projects in Ecuador.

Gradually and regularly study the behavior of English demand, in terms of
tastes and preferences, in order to deliver products that satisfy consumer
trends, focusing mainly on value added.

Provide facilities for the admission of British products in order to create
sustainable business relationships, insomuch that the UK becomes a major

trading partner.

Ecuadorian internal policies of each government in power must be linked to
the continuous research and improvement of treaties, conventions, and
other economic, commercial, technological, and cultural agreements; not
just with the UK, but with other potential European markets; this will attract

investment and increase national productivity.

Change the Ecuadorian paradigm of the productive and export sector,
mainly in terms of human talent; specifically, that human talent no longer be
seen as an expense rather an investment for overall growth. If there is no
policy related to investment in people who are generating revenue then

sustainable development will never be achieved.
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Annexes

Annex 1: COMEXI Resolution 466

Suplement -- Official Registry N° 512 -- Thrusday, January 22, 2009 -- 9

16 | %tariff surcharge |2208202100|Pisco 35%
17 | %tariff surcharge |2208202200(Singani 35%
18 | %tariff surcharge |2208202900|0thers 35%
19 % tariff surcharge |2208203000|Grape marc (grappa and the like) 35%
20 | %tariff surcharge | 2208300000 |Whisky 35%
N° Measure NANDINA Description % Tariff
Surcharge
Rum and other distilled liquors, fermented,
21 | %tariff surcharge [2208400000|and products of cane sugar 35%
22 % tariff surcharge [2208500000|Gin 35%
23 % tariff surcharge |2208600000|Vodka 35%
24 | %tariff surcharge [2208701000|of anis 35%
25 % tariff surcharge |2208702000|Cremes 35%
26 | %tariff surcharge |[2208709000|0Others 35%
27 | %tariff surcharge |2208902000|Tequila and the like 35%
28 | %tariff surcharge [2208904200|of anis 35%
29 % tariff surcharge [2208904900|Others 35%
30 | %tariff surcharge |[2208909000|0Others 35%
31 % tariff surcharge | 3304100000 |Preperations for lipstick 30%
32 % tariff surcharge [3304200000|Preperations for eye make-up 30%
33 % tariff surcharge [3304300000|Preperations for manicures and pedicures 30%
34 | %tariff surcharge |3304910000|Powders, including compacts 30%
35 % tariff surcharge [3304990000|Others 30%
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Annex 2: Interview with Mrs. Estefania Tello, head of the Department of

Education at the Embassy of Ecuador in Great Britain

Embajada del Ecuador en Reino Unido ,’ g 1‘

Ministerio de Relaciones Exteriores '
y Movilidad Humana

Interview N° 1
University of Azuay

Interview with Mrs. Estefania Tello, head of the Department of
Education at the Embassy of Ecuador in Great Britain

Information of interviewed:

Name: Estefania Tello

Date: August 2014

Position: Diplomatic Officer of the Education Department of the Embassy of
Ecuador in the United Kingdom of Great Britain and Northern Ireland
Telephone: 00442075902501

E-mail: estefaniatello@gmail.com

The information in these questions is purely informative and should not be

used as official information on policies of Ecuador.

1. What is the fundamental role of the Department of Education of the

Embassy?

The Department of Education is a full representative of Ecuadorian policies and
guidelines in the UK, the key role is to have facts, figures, numbers, etc., of
Ecuadorian students who come to study in the UK; although, there is no database
of all the people who come for purposes of study because they are not required to
register. However, we do everything possible to expand the database to promote
educational programs of Ecuador in the UK.
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2. What are the objectives that are drawn at the beginning of the year in

education?

All diplomatic representatives of Ecuador representatives have an obligation to
have meetings earlier this year with the Minister; they aim to raise possible
solutions to problems that arise throughout the year. It is always comforting to look
back and realize that they have achieved several goals in education, basically
seeking the advice of Ecuadorians in the United Kingdom and British educational

issues on topics of study, internships, and scholarships in Ecuador.

3. Does Ecuador has signed treaties or agreements with universities,

colleges in the UK; and if so, what?

Ecuador, together with the SENECYT scholarships, and today, together with the
program students from the high performance group, has focused on providing new
options for students. Ecuador has signed several agreements with universities
such as Cambridge University, University of Glasgow, University of Manchester,
among others. (The list of universities that have an agreement with Ecuador
can be downloaded on the SENECYT website)

4. What is the preferred option for students in the UK in terms of education?
Ecuadorian students, when they decide to opt for a University in the UK, prefer
careers that are related to the area of Life Sciences in which we find universities
such as: University of Cambridge, Manchester, London School of Political Science,
and Adams University. However, it is not a requirement to register with the

Embassy of Ecuador when entering the UK.

5. Approximately how many Ecuadorian students are studying in the UK?
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As mentioned before, we cannot have an estimate as there is no obligation to
register with the Ecuadorian Embassy in the UK, but as a public official 1 can
mention that in 2013 in the United Kingdom more than 200 students were
registered either as residents, college students without a set graduation date, or
SENECYT scholarship recipients.

6. What percentage of students are working in the UK rather than returning
to Ecuador after completing their studies?

These figures cannot be given because students upon graduation are not required

to register with the Embassy of Ecuador in the United Kingdom.

7. Is there an official program to encourage Ecuadorians to go to the UK?

The main program run by the SENECYT encourages students each year around
Ecuador to apply for opportunities to study and complete their studies outside of

Ecuador.

8. Are there future plans to establish better educational ties between the two

countries?

Ecuador's plan is more to continue signing agreements, which show good
diplomatic ties, it is to have students demonstrate their commitment to learning and
research to return to Ecuador and contribute their new knowledge to the
Development Plan Good Living.

9. Is there a before and after in terms of education between Ecuador and the
United Kingdom?

The before and after is seen as a lack of programs and incentives that Ecuador
used to have with students so that everyone who wanted to study abroad had to

find the means to do so on their own.
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10.Are there programs or fairs, or some kind of event, in which Ecuador

promotes education for students in the UK?

Every year there are about 3 or 4 fairs in which, not only education, but Ecuador in

general is promoted. This year we had three fairs, the last one was in October.
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Annex 3. Interview with Ms. Maria Cristina Mufioz, head of the Department of
Culture at the Embassy of Ecuador in the United Kingdom of Great Britain

and Northern Ireland

Embajada del Ecuador en Reino Unido ,’ g \‘

Ministerio de Relaciones Exteriores I
vy Movilidad Humana

Interview N° 2

University of Azuay

Interview with Ms. Maria Cristina Mufioz, head of the Department of

Culture at the Embassy of Ecuador in Great Britain
Information of interviewed:

Name: Maria Cristina Mufioz
Date: August 2014.

Position: Department of Culture
Telephone: 442075902501

E-mail: mmufioz@mmrree.gob.ec

1. Do you think it appropriate or correct to refer to the UK and its citizens as

“English country” or “English State” and “English,” respectively?
The use of “English” as the word for nationals of the United Kingdom has been
given out of habit, though it is correct. To refer to some specific regions, there are

no official names.

2. What is the primary role of the Department of Culture of the Embassy?
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The cornerstone of the Department of Culture of the Ecuadorian Embassy in a

foreign territory is to promote the Ecuadorian culture to the rest of the world.

3. What are the objectives that are drawn at the beginning of the year on

issues of Culture?

Introduce the basic cultural principles of Ecuador in the United Kingdom, as well as

planting interest in children to form their own idea about Ecuador and its history.

4. Has Ecuador signed treaties or agreements with the Ministry of Culture of

the UK; and if so, what were these?

The Embassy of Ecuador attached to its internal policies a signed an agreement
with the London Ministry of Education to develop a monthly program where
discussion are held in colleges, universities, and other educational centers to
promote Ecuadorian culture and explain different points views on various social

and political issues according to the student’s degree of education.

5. Is there any historical cultural bond that unites Ecuador with Great Britain

and Northern Ireland?

Latin America is closely linked to Europe in historical topics. While there is a strong
link between Ecuador and the United Kingdom of Great Britain and Northern
Ireland it can be said that throughout history there has been a lot of support from

the UK to America on social issues.

6. What is the perspective of people from the United Kingdom on Ecuador in

cultural matters?
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In the UK it remains to be done, so people can get to know our culture; but, the
concept they have of Ecuador is that it is a stabilized country in the development

process.

7. Are there future plans to build better cultural ties between the two

nations?

Strengthening the program “Reaching Ecuador” and “Approaching Ecuador,” which

was outlined in question 4.

8. Are there programs or fairs or any kind of event where the Culture of
Ecuador is promoted in the UK?

Since 2013, the "Reaching Ecuador" program, which is promoted internally, as

mentioned and described in question 4.
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Annex 4. Questions given to the Office of Pro Ecuador in Great Britain

— PRO ECUADOR

INSTITUTE EXPORT
§ AN INVESTMERT PROMOTION

1. What is the main role of Pro Ecuador in the UK and why choose the UK as

one of the venues of Pro Ecuador?

The Commercial Office Pro Ecuador in London is responsible for promoting the
export supply and promoting foreign investment in Ecuador. The UK is one of the
largest and most dynamic economies in Europe and therefore represents a great
business opportunity for Ecuador. To cite a few examples, Ecuador's exports to the
UK have risen from 84.4 million dollars in 2010 to 186.0 million in 2013, making it
the seventh largest country in the European Union for Ecuadorian exports.
Similarly, the UK market was the fifth destination of Ecuador's total exports of
"coffee" and "textiles" in 2014 (data from the SPC UK, in July 2014.

If one takes into consideration the new and growing trends and consumer
preferences for organic and healthy products at the UK Trade Fair, this represents
a great opportunity for certain Ecuadorian products to position themselves in the
English market; products such as quinoa, chia, fruit puree, uvilla, among others,

which are highly attractive for their nutritional content.

As for the promotion of foreign investment, the UK, London in particular, represent
a very attractive market to position Ecuador as an investment destination. In
particular, the United Kingdom is well advanced in sectors such as hotel
infrastructure, renewable energy, environmental services, educational services,
and financial services. The appeal of these sectors is to align the strategic sectors
driving National Plan for Good Living and the change of the productive matrix. In
this area, Pro Ecuador is responsible for presenting and disseminating to potential

investors in the UK the new Ecuadorian Code of Production and the different
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incentives it provides. It is because of the potential that the UK offers on trade and

investment that it is considered a key country to establish an Office of Pro Ecuador.

2. Is there a “before and after” of the existence of Pro Ecuador in the UK?

At the creation of the Institute for Export Promotion and Foreign Investment, on
December 29, 2010, an institutional framework was created to promote the
exportable offer of Ecuador and attract investment. As already mentioned, exports
have grown steadily since 2010, from $84.4 million in 2010 to $186.0 million in
2013. Investments have shown a similar increase, particularly between 2010 and
2012, when FDI increased from $4.4 million to $20.2 million.

3. Arethere Ecuadorian products that are sold in the UK, what are they, and

how often can they be found in supermarkets?

There are a variety of Ecuadorian products already established in the UK, and
many more who are seeking to position in themselves in this market. To give some
examples, bananas, tuna, and shrimp are the three main Ecuadorian products
within the UK and are regularly found in supermarkets in cities (data from the
United Kingdom Fact Sheet, July 2014

4. What Ecuadorian products could enter the United Kingdom?

Due to the size and diversity of preferences presented by the UK market, there are
a variety of Ecuadorian products with high potential that are beginning to position
themselves in this market. Products with high export potential and reception in the
United Kingdom are, for example, cocoa beans and powder, Panama hats,
chocolates, prepared or preserved fish, palm, etc. As explained above, the growing
tendency to prefer Fair Trade products, i.e. organic and healthy, also represents a
great opportunity for Ecuadorian products, such as quinoa, chia, fruit puree, uvilla,

among others, which are highly attractive for their nutritional content.

124



5. Are there programs, events or meetings that Pro Ecuador holds in the
UK?

As priority activities of Pro Ecuador in the UK, the Trade Office always seeks to
position Ecuadorian products at events in the UK and attract investment to the
country. To this effect, the Commercial Office organizes special events, most
recently “Ecuador Exquisite Tasting Food Week” exhibited different products and
ingredients of exportable supply in the UK, such as chocolate, bananas, shrimp,
uvillas, banana chips, roses, among others. In addition, market activations, events
with buyers, meetings with investors, participation in seminars, and networking
events are organized to generate trade and investment opportunities. At the same
time, Pro Ecuador also participates in fairs of food and non-food investment

seminars organized in London and in different parts of the UK.

6. Is there direct contact between Pro Ecuador and Ecuadorians living in

the UK with commercial businesses or that import / export products?

The public servants of the Office of Pro Ecuador constantly meet with potential
Ecuadorian importers who want to have more information about processes for
import or export, market information, etc. On Saturday, September 27, 2014 there
was a seminar on “Trade Tools,” aimed at Ecuadorians living in London, to
introduce them to the services provided by Pro Ecuador in London, specifically
processes to import products from Ecuador. An introduction of the Easy Export
program was given to show success stories of Ecuadorian entrepreneurs in the
UK.

7. Has there been any impact on the bilateral trade agreement between
Ecuador and the United Kingdom over the issue of Julian Assange?

As mentioned before, trade relations between the UK and Ecuador have

experienced sustained growth in recent years. This is due to the speedy recovery
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of the UK after the crisis, the good economic situation enjoyed by Ecuador, and
complementarity trade between the two nations. Since the Julian Assange affair
happened in 2012, based on trade figures, it is difficult to tell if they were affected
as Ecuador's exports to the UK in 2012 increased compared with 2011, and this
growth continued for 2013.

8. What options do you believe exist to improve trade between the two

nations?

Undoubtedly, an event that will boost trade relations between these two countries,
as with other European countries, is the signing of the FTA that Ecuador is about to
sign with the European Union.

9. What are the UK products that are marketed in Ecuador?

According to the SPC UK in July 2014, Ecuador's main imported product from the
UK is solvent naphtha. This is followed by much lower imports of “impact crushers,”
boards, panels, consoles, cabinets, and other media with a voltage exceeding
1,000; as well as drilling machinery. For more specific information on the main
products imported from the UK, please review the publications that are on the
website of Pro Ecuador, including SPC UK edition, July 2014

10. What are the products of United Kingdom that could enter Ecuador?

Thanks to the complementarity relationship of the two nations, there are many
British products sold in Ecuador that have great potential for growth. Products such
as machinery and spare parts, vehicles, drugs, whiskeys, among others, are
already the most imported by Latin America from the UK, and can increase its
presence in the Ecuadorian market (data obtained from the UK SPC, July 2014
http://www.proecuador.gob.ec/pubs/proec_ft2014 uk/).
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11. What are your conclusions in terms of trade relations and what could

they become?

Trade relations between the two nations enjoy sustained growth, but there is
always room for improvement as we seek to diversify exports. Pro Ecuador has
important work in the UK, as we are constantly seeking new business
opportunities, new market niches, and potential investors in order to facilitate and

enhance trade between the two countries.
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