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III. TRADE POLICIES BY MEASURE

(1) Overview

1. Since its previous Trade Policy Review in 2005, particularly from 2010, Ecuador has proceeded with reforms of tariff and non‑tariff measures.  At the same time, however, more emphasis has been placed on the use of these and other measures as instruments to implement its endogenous economic and social development strategy in accordance with new priorities, including import substitution in certain sectors.  Major changes have included a reduction in the average level of MFN tariff protection, increased transparency in, and streamlining of the government procurement regime, a greater role for the State in the economy, and new production incentives.

2. The tariff remains one of Ecuador's main trade policy instruments and an important source of tax revenue (13.3% of total tax revenue in 2010).  As a result of customs tariff reforms, including the adoption of the HS 2007 tariff nomenclature, and changes in the type, level, and distribution of rates of duties, the average applied MFN tariff rate fell from 11.4% in 2005 to 9.3% in 2011.  Whereas the average applied MFN tariff for industrial imports dropped from 10.6% to 7.6% that for agricultural products rose from 16.7% to 19.6%.  Some 53.5% of applied MFN tariff rates are currently in the range of zero to 5%, up from 38.7% in 2005.  Peak ad valorem rates (affecting meat offal, rice, and milk and milk cream), remained unchanged.  The structure of tariff rates has become more complex and dispersed with the increase in the number of ad valorem rates, and the adoption of compound duties;  it now involves 17 ad valorem, and 10 compound rates.  The tariff structure also remains characterized by tariff escalation, which means that effective rates of tariff protection can be considerably higher than nominal tariff rates.  
3. Some 95% of tariff rates are ad valorem, which contributes to the transparency of the tariff.  On the other hand, ad valorem equivalents of non‑ad valorem rates, which in general tend to conceal relatively high tariff rates, were not available.  The fact that all tariff lines are bound imparts a high degree of predictability to the tariff;  however, the simple average of bound MFN rates (21%) considerably exceeds the average applied MFN rate (9.3%), providing the authorities with considerable scope for increasing applied MFN tariffs within bindings, as has been the case during the review period.  Furthermore, 19 ten‑digit lines exceeded the bound rates by 5 to 15 percentage points;  the use of compound duties on items bound on an ad valorem basis, and the non‑submission of their ad valorem equivalents (AVEs) casts doubts on whether these rates are within their binding levels.  Although tariff‑rate quotas have remained in place for 17 agricultural items, they have not been used because of lower MFN applied rates and increases in world prices of the items concerned.  Variable import levies continue to be applied to agricultural items originating in non‑Community countries under the Andean Price Band System.

4. Computerized customs clearance and other modernization efforts were undertaken to facilitate trade by, inter alia, reducing physical inspections, and instead focusing on import risk assessment;  the preshipment inspection regime was eliminated as of 2008.

5. Import prohibitions and restrictions affect numerous items but slightly fewer than in the previous TPR;  they apply mainly for reasons of human, animal or plant life or health, the environment, safety, or security.  In addition to institutional changes in the area of standards, new mandatory conformity assessment requirements, consisting of test reports and certificates of conformity for industrial products, were introduced in 2007.  The share of national standards that are identical to international standards is 3.6%.  No new mutual recognition agreements (a trade facilitation measure), were signed during the review period.  In 2009, action was taken to harmonize and coordinate the activities of entities involved in agricultural health and food safety;  legislation was passed to ensure more flexible and user‑friendly management of the entire Codex Alimentarius legislation, and to regulate biotechnology.  A safeguard measure was taken during the review period against imports of windshields other than from developing countries, except for Colombia (September 2010), and safeguard measures were taken for balance‑of‑payments purposes (January 2009‑July 2010) in the form of quantitative restrictions, and tariff surcharges.

6. Major legislative, procedural, and institutional changes were implemented in 2008 with a view to improving the transparency and efficiency of Ecuador's public procurement regime;  as from 2009, all government‑controlled companies have been subject to the new rules.  New online procurement procedures were introduced, but special procedures were mostly used albeit less often;  open‑call tendering was the second most used method.  Emphasis was placed on using government procurement as an industrial policy tool, and a series of preferences were adopted for local suppliers depending on local content and company size.

7. To ensure domestic supplies and encourage domestic processing, temporary export prohibitions are being used on rice and quantitative restrictions on exports of waste and scrap of certain ferrous and non‑ferrous metals;  temporary export surveillance affects leather and furs.  Exports of bananas and coffee remain subject to industry levies;  exports (and production) of banana and plantains, cocoa, coffee, shrimp, and fish products remain subject to minimum reference or support prices paid to producers by buyers.  Ecuador maintains drawbacks, and as from 2010 a special economic development zone offers various tax concessions, including exemption from income tax;  the latter replaced the maquila and free zones regimes.  
8. To promote investment in domestic production activities, three classes of tax incentives (general, sectoral, for depressed areas), including income tax holidays, were introduced in December 2010 for new investment in priority and selected import substitution sectors, as well as for small and medium‑sized enterprises;  non‑tax incentives, involving concessional loans and grants, are also available.  Domestically produced milk and canned tuna, scad, sardine, and trout remain subject to a zero rate of value‑added tax (IVA);  IVA collected on imports provides a large part of IVA revenue.  A set of measures was introduced to encourage the renovation of public transport vehicle that were in poor state.

9. Several articles of the 2008 Constitution (Chapter II(2)) restrict competition by favouring state control or intervention in strategic activities, thereby reversing the limited past privatization efforts.  As a result, state involvement in the production and trade of certain goods and services remains significant, and is being strengthened in certain areas (e.g. mining, pharmaceuticals).  Public enterprises benefit from the same tax status as various public sector bodies, which includes the income tax exemption and IVA refund provided under various laws.  As from 2007, Ecuador has intensified price controls for several sensitive consumer items and public utilities;  implementing this policy required the use of subsidies.  Action was taken to improve consumer protection in several areas.

10. Legislation on the protection of intellectual property rights was reinforced under the 2008 Constitution and remains subject to substantive reform.  Registration procedures were improved through the introduction of electronic processing.  Despite intentions to issue compulsory licences for numerous pharmaceuticals and agrichemicals, only one such licence has been issued so far.

(2) Measures Affecting Imports
(i) Registration and documentation requirements

11. All importers must register with Customs (SENAE, previously the CAE), and obtain a Taxpayer's Registration Number (RUC) issued by the Internal Revenue Service (SRI).
  In May 2011 there were 31,309 importers and 3,381 exporters registered with Customs.  SENAE registration allows access to the online services provided by the Interactive Foreign Trade System (SICE).  The following documentation is required to import products into Ecuador:  the commercial invoice, original or copy of the bill of lading or airway bill, insurance policy in accordance with the Insurance Law, and the Andean value declaration;  a certificate of origin (to qualify for tariff preferences when available), an import licence and/or the INEN‑1 certificate (standards compliance) may also be required depending on the item.  Since October 2007, registration with the Central Bank has no longer been required.

12. In recent years, Ecuador has actively pursued customs modernization efforts that seemingly led to a marked increase in the SENAE's ability to reach its objectives of increased revenue collection and reduced clearance times and costs (see below).
  In order to facilitate trade without neglecting customs controls, automatic inspection/appraisal, non‑intrusive inspection/appraisal and advance clearance procedures were implemented to shorten the time taken to release shipments;  these measures are based on import risk management.  As a result, the number of physical inspections dropped to 34.9% (1st quarter 2011) from more than 70% in the past
;  in 2010, 11.6% of imports were subject to automatic inspection, whereby clearance information is transmitted and checked electronically, and 44.8% to physical inspection of import documents only.  Between 2006 and 2010, revenues from duty and internal taxes collected at the border rose from US$2.1 billion to US$3.1 billion.

13. A new customs facilitation regulation was adopted as of May 2011 to further simplify customs procedures and reduce corruption.
  In September 2010 the authorities decided to implement international agreements, such as the World Customs Organization (WCO) SAFE Framework of Standards to secure and facilitate international trade, and the Revised Kyoto Convention, parts of which were already incorporated into domestic legislation;  in July 2011 their implementation was under consideration.  According to the WCO, in time, this will reinforce the administration's capacity to support the country's international trade and socio‑economic development objectives.

14. The development of a new, transparent, efficient, and paperless customs system is under way to ensure customs control and further facilitate trade.  SENAE's plans include the establishment of a customs system based on the Korean electronic clearance system (UNI‑PASS) and, a Single Window/one‑stop‑shop facility (ECUA‑PASS).
  This facility is intended to optimize and integrate into a single web portal all processes related to the processing and issuance of control documents;  the facility is to be tested by November/December 2011.  In December 2010 a contract for restructuring and re‑engineering SENAE's computer system was signed with KCingle‑CUPIA (Korea Customs);  the authorities expect a drastic reduction in the import/export clearance time as well as significant savings for users.

15. According to SENAE, the average clearance time dropped from 11.9 days (2007) to 6.5 days (January 2011).
  According to the World Bank, in June 2010 Ecuador ranked 130 (out of 183 countries) in terms of ease of trading across borders;  its average import and export clearance indicators were close to those of other countries in Latin America and the Caribbean.
  The average time to import was 29 days at a cost of US$1,332 per container, and the time to export was 20 days at a cost of US$1,345 per container.

16. Smuggling, which was seemingly fuelled by, inter alia, the rise in indirect tax rates and balance‑of‑payments restrictions (sections (vii)(b) and (4)(i)(a)), remains a concern.  Reportedly, between 2008 and 2009 the number of products that enter the market without payment of customs tariffs and taxes rose;  during this period, as a result of intensified and efficient customs action in cooperation with the army
, seizure cases increased by 129%.
  In 2010, seizures attained US$87.9 million and consisted mainly of illicit drugs, textiles, motor vehicles, and footwear;  there have been more than 300 counterfeit‑related seizures involving mainly toys, handbags/wallets, motor vehicle accessories, etc., most of which originated in China.

17. As of 2008, the import risk analysis/assessment system run by the Customs replaced the PSI regime (requirement for pre‑shipment inspection certificates, thus eliminating pre‑shipment inspection by international verification companies (Bureau Veritas, COTECNA, ITS, and SGS)
;  at present, SENAE commissions part of its physical inspection operations to these companies.  Cargoes for importers with a good track record and identified as "low‑risk" are rarely inspected and are released with minimum delays upon arrival in Ecuador.

(ii) Customs valuation

18. No major changes were brought to the regulatory framework during the review period.  Customs valuation is governed by WTO rules and by Decision 571 of the Commission of the Andean Community and its implementing regulation, set forth in Resolution 846.
  Upon its accession to the WTO, Ecuador availed itself of Article 20.1 of the Agreement on Customs Valuation in order to delay implementation of the Agreement for five years from 21 January 1996.
  Ecuador has notified its customs valuation legislation to the WTO
, but has not submitted replies to the checklist of issues on customs valuation
;  the authorities indicated their intention to meet this requirement.

19. In accordance with the WTO Customs Valuation Agreement's provisions on special and differential treatment, Ecuador decided to delay application of the computed value method until 21 January 2004 and to adopt reservations on the application of certain disciplines.

20. Duties are determined on the basis of their c.i.f. value using the transaction value method;  the authorities indicated that between 2010 and 2011 (April) 99.5% of imports were subject to this valuation method.  Where this method cannot be used, Decision 571 lays down five alternative methods in the order prescribed by the WTO Agreement on Customs Valuation.  The authorities indicated that the methods are applied in the order set in the Agreement, but Articles 5 and 6 may be inversed upon request of the importer and acceptance of the Customs.  Andean Community provisions explicitly forbid the use of minimum prices in assessing customs value.

21. Customs clearance and valuation controls are operated only on the basis of declarations selected by a risk profiles system.  The authorities indicated that their import risk assessment tools take into account the provisions of Article 17 of the WTO Agreement on Customs Valuation in accordance with Decision 6.1 of the WTO Committee on Customs Valuation.  Ecuador's Value Data Base is used for studies or research on valuation‑related issues;  the main source of information is import price data extracted from the submitted Andean customs valuation declarations (section (i)).  Where there is "reasonable doubt" about the declared prices, the importer is informed in writing and given two options.  The first is to accept the SENAE's decision regarding reasonable doubt, in which case the importer may clear the goods after payment of the duties due, calculated on the basis of the highest reference price in the SENAE database.  The second option is to pay the duties on the basis of the declared value, and to submit a 30‑day guarantee equal to 120% of the difference between the duties calculated on the declared value and those determined by the customs authorities.  Between April 2010 and April 2011, 1.3% of customs declarations were subjected to the process of "reasonable doubt";  according to the authorities, 40% of these cases related to under‑invoicing, and their non‑declared merchandise value was US$5.7 million, equivalent to US$2.3 million of evaded duty and internal tax revenue.

(iii) Rules of origin

22. Ecuador's rules of origin (ROOs) have not changed since 2005.  Ecuador applies preferential rules of origin within the Andean Community and LAIA (Chapter II(6)(ii)(a) and (b));  no non‑preferential rules of origin are in place.

23. Under the Andean rules of origin regime
, the basic criteria for determining the origin of goods incorporating inputs from outside the Andean Community consist of a change of tariff classification (four‑digit HS heading) as a result of a production or transformation process, or the regional value content, expressed as a percentage derived from the ratio of the c.i.f. value of non‑originating materials to the f.o.b. value of the goods for export.  In Ecuador, regional value content must be at least 40% of the f.o.b. value of the goods.  Ecuador (and the Plurinational State of Bolivia) benefits from special treatment in this area, the regional‑content requirement for exports of the other members of the Andean Community being 50%.

24. A limited number of products are subject to specific origin requirements.  These are established by the Andean Community General Secretariat, on its own initiative or at the request of a member country, for "products that so require".
  They may be less stringent than the basic criteria for determining origin.  Specific origin requirements currently apply on automotive, chemicals, and oilseeds products, among others.

25. Agreements concluded within LAIA are governed either by LAIA's general rules of origin
 or have their own rules.  The general LAIA ROOs follow the same basic principles for determining origin as those applied in the Andean Community, the ROOs in Ecuador's LAIA partial‑scope agreement with Mexico contain some additions.

(iv) Tariffs
26. Under the Constitution, authority for amending the rates and nomenclature of tariffs lies solely with the Executive, although it has been transferred in part to certain bodies of the Andean Community.  As a member of the Andean Community, Ecuador is required, in theory, to align any changes in its tariff rates and nomenclature with amendments to the common external tariff – in force since 1995 – approved by the members of the Andean Community.  In practice, Ecuador and the other Community members seem to apply the common external tariff with many exceptions (section (a)).

27. Ecuador uses the common customs classification system of the Andean Community, NANDINA, which has been based on the Harmonized Commodity Description and Coding System (HS07) since January 2007.
  In May 2011, Ecuador's tariff nomenclature comprised 7,241 ten‑digit HS07 lines, 295 lines more than in 2005 (Table III.1).

28. The customs tariff remains a major policy instrument for protection and tax collection purposes.  Between 2005 and 2010 revenue from tariffs declined from 14.6% to 13.3% of total tax revenue as a result of increased revenue from income tax (Table III.5).

Table III.1
Structure of the MFN tariff, 2005 and 2011
(%)

	
	
	2005
	2011a
	Final bound

	1.
	Bound tariff lines (% of all tariff lines)
	100.0
	100.0
	100.0

	2.
	Simple average applied rate
	11.4
	9.3
	21.0

	
	Agricultural products (HS01‑24)
	16.7
	19.6
	26.7

	
	Industrial products (HS25‑97)
	10.6
	7.6
	20.0

	
	WTO agricultural products
	15.7
	17.3
	25.6

	
	WTO non‑agricultural products (excl. petroleum)
	10.8
	8.2
	20.3

	
	Textiles and clothing
	18.1
	14.3
	28.4

	3.
	Domestic tariff "peaks" (% of all tariff lines)b
	0.7
	10.8
	0.2

	4.
	International tariff "peaks" (% of all tariff lines)c
	24.4
	24.8
	67.3

	5.
	Overall standard deviation of tariff lines
	7.0
	11.0
	8.2

	6.
	Coefficient of variation of tariff lines
	0.6
	1.2
	0.4

	7.
	Duty‑free tariff lines (% of all tariff lines)
	3.2
	46.7
	0.0

	8.
	Non‑ad valorem tariffs (% of all tariff lines)
	0.0
	5.0
	0.0

	9.
	Non‑ad valorem with no AVEs (% of all tariff lines)
	0.0
	5.0
	0.0

	10.
	Nuisance applied rates (% of all tariff lines)d
	0.0
	0.0
	0.0


a
The ad valorem equivalents (AVEs) were not available from the authorities, and lack of basic data did not allow the WTO Secretariat to calculate them.  Therefore estimates contained in this table comprise only the ad valorem component of the compound rates.

b
Domestic tariff peaks are defined as those exceeding three times the overall average applied rate.

c
International tariff peaks are defined as those exceeding 15%.

d
Nuisance rates are those greater than zero, but less than or equal to 2%.

Note:  
The 2005 tariff is based on HS02 nomenclature, consisting of 6,949 tariff lines;  the 2011 tariff is based on HS07 nomenclature, consisting of 7,241 tariff lines.  Calculations of the final bound tariff are based on 6,843 lines.

Source:  
WTO Secretariat calculations, based on data provided by the Ecuadorian authorities.

29. The last applied customs tariff of Ecuador was submitted to the WTO's Integrated Database (IDB) in 2008 (tariff for the year 2007).

(b) Structure and level of applied MFN tariffs 

30. Since 2005 the customs tariff has become slightly more complex through the addition of more tariff rates
 and 14‑digit tariff lines with multiple rates.
  In July 2011 Ecuador's customs tariff, which is based on the Andean Community's common external tariff
, involved 17 ad valorem duties, and 10 compound duties (Table III.1).
  Specific duties on four ten‑digit tariff lines (new tyres), leftovers from the 2009/10 balance‑of‑payment measures (section (vii)(b)) were eliminated in early 2011.  Compound duties replaced the ad valorem rates of 356 ten‑digit tariff lines (textiles, clothing, footwear, tyres, television monitors, and projectors).
  In November 2010, certain WTO Members requested Ecuador to submit the ad valorem equivalents (AVEs) of its non‑ad valorem duties, but it has not yet done so.
  Tariff dispersion increased substantially, whichever way it is measured (e.g. domestic tariff peaks, standard deviation, and coefficient of variation) (Table III.1).  Some 46.7% of tariff lines now carry a zero rate (Table III.1 and Chart III.1), 10.6% are subject to a rate of 20%, and 10.5% to a rate of 10%.  In 2011, its 17‑tiered ad valorem rate structure was concentrated into 7 rates:  zero and 5% for most raw materials and capital goods;  10% or 15% for intermediate goods;  and 20%, 25%, and 30% for most consumer goods.  In 2005, the rates of 5%, 10%, 15%, and 20% were more evenly distributed across tariff lines, and few lines were at zero.  As a result, the new structure continues to be characterized by increasingly pronounced tariff escalation in all branches of manufacturing except for non‑metallic mineral products (Chart III.2).
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31. During the period under review, Ecuador's simple average applied MFN tariff rate dropped from 11.4% to 9.3% (Table III.1).  According to the authorities, in 2007 and 2008 Ecuador reduced tariffs on 3,267 tariff lines and increased them on 1,612 lines.  Product categories that benefited from the tariff reductions included industrial capital goods, raw materials, and transport equipment.
  Most tariff increases were on durable and non‑durable consumer goods and included 940 products (e.g. foodstuffs, household and consumer appliances, paper products, and construction materials) for which Ecuador raised the tariff to its WTO bound rate (section (b)).  From January 2011, tariffs on motor vehicles, including hybrid cars, with engine sizes up to 3,000cc were increased by 5 percentage points (from 35% to 40%);  this increase was estimated to affect around 67% of imported cars and raise sale prices by US$300‑500 depending on the model.
  Agriculture continues to receive much higher tariff protection than non‑agricultural products;  the simple average applied MFN rate for agricultural products (WTO definition) in 2011 increased from 15.7% to 17.3% while the rate for non‑agricultural products fell from 10.8% to 8.2% (Table III.1).  Peak ad valorem rates remain unchanged since 2005, and affect meat offal (85.5%), rice (67.5%), and milk and milk cream (54%).
32. Variable import levies, affecting imports of certain agricultural items originating in countries outside the Andean Group, continue to be used under the Andean Price Band System, adopted in November 1994;  these levies vary inversely with international prices.  In June 2011, the Andean Price Band system covered 13 "marker" products whose international prices constitute the basis for the calculation of the price bands, and 156 derivatives or substitutes of the "markers" (corresponding to about 2% of all tariff lines).  Levies are expressed in the form of additional ad valorem rates and, in certain cases, tariff cuts or suspensions are foreseen.  According to Andean Group Decision 371, Members may adjust the levies whenever there are "special" distortions in world prices of associated products.  In total, the levies, including any adjustment, may not exceed Uruguay Round bindings.  Transparency has been ensured by the JUNAC, a sub‑regional institution, which monitors and communicates price adjustments.  Information is available online
, and importers can calculate the total tariff due for their shipment 15 days in advance.  Moreover, amendments to the Andean Price Band System can be agreed only at sub‑regional level.  The Andean Price Band System was discussed in the WTO Working Group for the Accession of Ecuador;  Ecuador undertook to gradually eliminate the price band system within a seven‑year period in accordance with the timetable annexed to its Protocol of Accession (i.e. starting in January 1996, with a total phase out by December 2001).
  In 2006, following Colombia's and Peru's free‑trade agreement undertaking not to apply the system on agricultural goods originating in the United States, the continuity of the Andean Price Band System was questioned at the Andean Community level.

(c) Tariff bindings

33. All tariff lines have been bound since Ecuador's accession to the WTO.  Approximately 98% of the tariff lines are bound at rates of 30% or less.  Duties on agricultural products (WTO definition) are bound at rates ranging from 5% to 85.5%;  the lowest bound rates on agricultural items mostly pertain to seeds and cereals, and the highest to cuts and offals of certain types of poultry.  Duties on non‑agricultural products are bound at levels ranging from 5% to 40%;  the lowest apply mainly to chemicals, pharmaceuticals, and fertilizers, and the highest to motor vehicles.  Ecuador's average bound rate currently exceeds average applied MFN rates by nearly 12 percentage points (Chart III.3);  maximum gaps of up to 16‑17 percentage points affect grains, dairy products and oil seeds.  Differences between bound and applied rates provided scope to raise applied tariffs, especially in sensitive sectors (section (a)).
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34. In 2011, of the tariff lines in Ecuador's Schedule of Concessions CXXXIII that are strictly comparable to HS02
, applied MFN rates on 19 ten‑digit lines (four in 2005)
, involving meat offal, chemicals, paper products, ceramics and motor vehicles, exceeded the bound rates by 5 to 15 percentage points (Table III.2);  the authorities indicated that this is to be corrected upon completion of the HS02 transposition of Ecuador's binding commitments (see below), hopefully in the course of 2011.  Furthermore, the introduction of MFN compound duties (section (a)) on 356 items bound on an ad valorem basis, and the non‑submission of their AVEs, casts doubts on whether these applied rates are within their binding levels.  For 1,212 tariff lines (585 in 2005), the applied rates are the same as the bound rates.

Table III.2

Products for which applied MFN tariff rates exceed their bound ratesa, 2011
	HS07 code item
	Product description
	HS02 code item
	MFN rate
(%)
	Bound rate
(%)
	Percentage points difference

	Products where the applied MFN duty is higher than the final bound duty
	
	
	

	0208.90.00.00
	Other meat and edible meat offal, fresh, chilled or frozen
	0208.90.00
	30
	20
	10

	3825.10.00.00
	Residual products of the chemical industries;  municipal waste
	3825.10.00
	15
	10
	5

	3825.20.00.00
	Residual products of the chemical industries;  sewage sludge
	3825.20.00
	15
	10
	5

	3825.30.00.00
	Residual products of the chemical industries;  clinical waste
	3825.30.00
	15
	10
	5

	3825.41.00.00
	Residual products of the chemical industries;  halogenated
	3825.41.00
	15
	10
	5

	3825.49.00.00
	Other residual products of the chemical industries
	3825.49.00
	15
	10
	5

	3825.50.00.00
	Residual products of the chemical industries;  wastes of metal pickling liquors, hydraulic fluids, brake fluids and anti‑freeze fluids
	3825.50.00
	15
	10
	5

	3825.61.00.00
	Residual products of the chemical industries, mainly containing organic constituents
	3825.61.00
	15
	10
	5

	3825.69.00.90
	Other residual products of the chemical industries
	3825.69.00
	15
	10
	5

	3825.90.00.00
	Other residual products of the chemical industries
	3825.90.00
	15
	10
	5

	4805.11.00.00
	Semi‑chemical fluting paper
	4805.11.00
	15
	10
	5

	4805.12.00.00
	Straw fluting paper
	4805.12.00
	15
	10
	5

	4805.19.00.00
	Other uncoated paper and paperboard
	4805.19.00
	15
	10
	5

	6906.00.00.00
	Ceramic pipes, conduits, guttering and pipe fittings
	6906.00.00
	30
	25
	5

	7305.19.00.00
	Other tubes and pipes (e.g. welded, riveted or similarly closed), having circular cross‑sections, the external diameter of which exceeds 406.4 mm, of iron or steel
	7305.19.00
	20
	15
	5

	7308.90.90.00
	Other structures (excl. prefabricated buildings of heading 94.06) and parts of structures.
	7308.90.90
	20
	15
	5

	8702.10.10.90
	Motor vehicles for the transport of ten or more persons, including the driver, with internal combustion piston engine (diesel or semi‑diesel)
	8702.10.10
	35
	20
	15

	8702.90.91.90
	Other motor vehicles for the transport of ten or more persons, including the driver
	8702.90.91
	35
	20
	15

	9306.30.90.00
	Other cartridges and parts thereof
	9306.30.90
	30
	25
	5

	Average percentage points difference
	
	
	
	6.3


a 
Estimates based on lines that are strictly comparable between the HS07 classification (applied MFN customs tariffs) and the HS02 classification (bound tariffs).

Source:  
WTO Secretariat estimates, based on data provided by the Ecuadorian authorities.
35. Ecuador's Schedule of Concessions, originally at HS92, has been transposed to the Harmonized Commodity Description and Coding System 2002.  The HS02 transposed Schedule was last examined at a multilateral review meeting on 2 December 2010, and in May 2011 the WTO Committee on Market Access was looking at how to finalize it.
  In July 2011 the approval of one major trading partner was the only element missing to conclude this transposition exercise.  Ecuador has not requested to be covered by waivers from Article II of GATT 1994 to implement domestically the HS2002 and HS2007 changes to its schedule of binding commitments.
(d) Tariff‑rate quotas

36. Under its commitment on minimum access opportunities contained in the WTO Agreement on Agriculture, Ecuador maintains, but does not use, tariff‑rate quotas (TRQs) in respect of 17 four‑, six‑ or eight‑digit lines involving turkeys, chicken cuts, wheat, barley, maize, sorghum, malt, starch, soybean oilcake, rapeseed oilcake, milk powder, and glucose (Chapter IV(2)(iii)).  All products subject to TRQs are covered by the Andean Price Band System.  In‑quota rates range from 19% to 45% while out‑of‑quota rates vary from zero to 85.5% (Table AIII.1).  The legislation does not specify criteria for assigning quotas.  According to the authorities, these are generally allocated to importers on the basis of their historical consumption, pursuant to an inter‑ministerial agreement based on a recommendation from the Tariff Quota Committee (Chapter IV(2)(iii)).  Tariff‑rate quotas must be applied in conjunction with a national output absorption requirement (Chapter IV(2)(iv));  in such cases, only importers that have purchased a portion of national output receive authorization to import the product under the tariff quota.  Tariff‑rate quotas were not utilized between 2006 and 2010 as most applied MFN tariffs were lower than their in‑quota rates, and increases in world prices reduced the import competitiveness of the products concerned.

(e) Tariff preferences

37. Ecuador grants duty‑free treatment on all imports from the Plurilateral State of Bolivia, Colombia, and Peru, provided that they comply with the Andean Community's origin requirements (section (iii)) similar treatment is provided on imports from the Bolivarian Republic of Venezuela.  Ecuador also grants preferential treatment on imports from countries with which it has LAIA agreements (Table AIII.2 and Chapter II(6)(ii)(b)).

(f) Tariff concession schemes

38. In addition to the drawback, maquila, free‑zone, and special economic development zone regimes (section (3)(iv)), Ecuador maintains a number of special customs regimes that suspend the payment of duties and other taxes levied on imports of goods, under certain conditions.  These regimes involve:  temporary importation with re‑exportation in the same state;  temporary importation for inward processing;  temporary customs storage;  duty‑free replacement of previously imported goods for transformation or use for the production or packaging of goods for export;  and certain goods for international trade fairs.
  Between 2006 and 2009, total customs tariff and internal tax revenue forgone under these regimes attained US$1.6 billion (an annual average of US$393.6 million).
(v) Other charges affecting imports

39. Imports remain subject to certain customs charges, a so‑called "redeemable quota" (until end 2010), a contribution to the Children's Development Fund, and a tax on foreign exchange flight, in addition to customs tariffs and internal taxes, such as the value added tax (IVA) and the special consumption tax (ICE) (section (4)(i)(a)).  Domestic products are not subject to the "redeemable quota" or the contribution to the Children's Development Fund.

(b) Customs charges

40. Ecuador applies a number of charges for customs services, including storage.  A laboratory analysis charge applies when the customs authority deems that goods need to be analysed in order to establish their tariff classification.  Clearance of goods under the special customs regimes (other than the industrial customs storage regime) is subject to a customs control charge.

(c) Redeemable quota

41. The redeemable quota requirement was eliminated on 31 December 2010.
  The redeemable quota was a compulsory deposit/contribution proportionate to the import (export) value affecting goods from outside the Andean Community.  According to the Andean Court of Justice, the redeemable quota constituted a charge, and amounted to a breach of obligations under the Andean legal system.
  The amount of the quota was equal to 0.025% of the f.o.b. value of the imports, but not less than US$5 per consignment.
  Once they had accumulated US$500 in paid‑up redeemable quotas, importers obtained a certificate made out in that amount from the Export and Investment Promotion Corporation (CORPEI).  The certificates could be cashed in for their nominal value after 10 to 30 years or earlier for a lesser amount.  The proceeds from the investment of redeemable quotas were used to partly finance CORPEI's activities (section (3)(v)).
  Between 2005 and 2010, revenue from redeemable quotas on imports and exports totalled US$41.5 million.

(d) Contribution to the Children's Development Fund

42. The contribution to the Children's Development Fund (FODINFA) remains equal to 0.5% of the c.i.f. value of imports, regardless of their origin.
  Inputs for pharmaceuticals for human and veterinary use are exempt.  Annual revenue from contributions to the Children's Development Fund rose from US$50.9 million (2005) to US$91.4 million (2010).

(e) Foreign exchange flight tax
43. Since January 2008 a tax on foreign exchange flight has applied on all transfers abroad, at a rate of 1%, increased to 2% as of January 2010;  this rate is charged on the c.i.f. value of imports plus their customs‑valuation‑related adjustments.
  The authorities indicated that this general tax, equivalent to 4.9% of total tax revenue in 2010 (Table III.5), is in line with their WTO obligations.
(vi) Import prohibitions, restrictions, and licensing

(a) Prohibitions

44. Ecuador continues to prohibit certain imports, ostensibly for health, safety, and environmental protection purposes.
  The banned products (130 ten‑digit items) include several chemicals;  used clothing and footwear (HS 6309);  used tyres (HS 4012);  certain types of used vehicles and used parts thereof (HS Chapter 87);  certain types of used engines (HS 8407 and 8408);  used automotive parts (heading HS 8409), except for certain re‑manufactured parts;  and cooling, refrigerating, and freezing equipment using CFCs.  All these import prohibitions apply regardless of the origin of the goods.  Table salt imports were prohibited during 2005‑09;  this prohibition, which affected mainly Colombian exports and was dealt with at the Andean Community level, was replaced by a register of salt importers, import control, technical norms, and mandatory physical inspection requirements.

(b) Restrictions and licensing

45. Under Ecuador's import licensing regime, prior import control, permit, licence or authorization is required for 1,364 ten‑digit tariff items (2,260 including SPS requirements) (Chart III.4 and Table AIII.3).
  The licensing regime enforces compliance with provisions of various laws so that:  certain products carry no risk to human, animal, and plant life and health;  narcotics and psychotropic substances are used for lawful purposes;  arms and explosives for civilian use do not become a threat to peace and public safety;  vehicles are not so heavy as to damage public highways;  electrical plants are compatible with the national grid;  and telecommunication equipment is compatible with the telecommunication networks.  The authorities indicated that the same requirements apply to domestically produced goods.

46. Licensing applies to imports of all origins, except for certain agricultural items originating in Andean Community countries.  No licence is required for imports entering under a special customs regime (sections (iv)(e), and (3)(iv)(b) and (c)), except in the case of hazardous wastes, agricultural products, and narcotics and psychotropic substances.  Import licences are approved by various bodies, depending on the product and its use (Table AIII.3).  Importers carry out licencing procedures directly with the relevant administrative bodies;  licences are verified later by SENAE.  The authorities expect import licensing procedures to be streamlined by December 2012 when the Single Window/one‑stop shop facility (section (i)), a mechanism connecting electronically all institutions in charge of foreign trade operations, becomes operational.

47. Ecuador's notifications of its import licensing regime have been limited during the review period.  Since its accession, Ecuador has provided replies to the WTO Questionnaire on Import Licensing Procedures, a once every two years notification requirement, only in the years 2009 and 2010;  these replies cover only part of Ecuador's import licensing regime.
  The authorities indicated that a notification has been under preparation, since the last quarter of 2010, with the technical support of the WTO Secretariat.
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(vii) Contingency measures

(a) Anti‑dumping and countervailing

48. The legal framework governing anti‑dumping and countervailing measures consists of the relevant provisions of the WTO, the 2010 Organic Code of Production, Trade and Investment, the Regulation Implementing Part IV of the 2010 Organic Code
, and Andean Community Decisions Nos. 283, 456, and 457.  COMEX is empowered with administering anti‑dumping and countervailing duties.  As from mid‑2011 the Ministry of Foreign Affairs, Trade, and Integration has been responsible for conducting investigations.
  The Andean Community General Secretariat conducts investigations on dumped or subsidized imports within the Andean Community legal framework, which covers imports both from member countries of the Andean Community and from non‑member countries.

49. Since its previous TPR, Ecuador has not conducted any investigations, or adopted or maintained any anti‑dumping or countervailing measures, other than an anti‑dumping investigation on imports of bi‑axially‑oriented polypropylene film from Chile and Oman.
  Its latest semi‑annual report on anti‑dumping is dated March 2011 (previous reports was in 2000), and notifications to the WTO Committee on Subsidies and Countervailing Measures indicate no countervailing action.

(b) Safeguard measures

50. Ecuador's legal framework for safeguards now comprises the relevant provisions of the 2010 Organic Code of Production, Trade and Investment, the Regulation Implementing Part IV of the 2010 Organic Code (containing the relevant WTO provisions), as well as Chapter XI of the Cartagena Agreement and Andean Community Decision 452.
  The Ministry of Foreign Affairs, Trade and Integration is now responsible for conducting safeguards investigations, and COMEX is entrusted with applying safeguard measures.  In approving application of a safeguard, COMEX must assess the measure in terms of "public interest".

51. During the review period, Ecuador initiated investigations on imports of taps, cocks and valves for domestic use, textile products, ceramic products, tableware and kitchenware from China, and windshields.
  In September 2010, safeguard measures were adopted for a three‑year period against imports of windshields (NANDINA item 7007.21.00.00) in the form of a specific duty of US$12.72 per windshield in addition to the ad valorem duty in force;  this measure, which was notified to the WTO, applies to all windshield imports except those originating in developing countries (e.g. Chile and Peru) other than Colombia.
  At the Andean Community level, safeguards against imports of turkeys were implemented in 2010;  in May 2011 safeguards against imports of onions were awaiting the approval of the General Secretariat.

52. Ecuador has reserved the right to impose additional duties on seven eight‑digit tariff lines under the special safeguard provisions of the WTO Agreement on Agriculture.
  According to its notifications and to the authorities, it did not use any special safeguard provisions during the review period and does not intend to do so in the course of 2011.

53. In line with the relevant domestic legislation, and WTO and Andean Community provisions, between January 2009 and 23 July 2010 Ecuador applied safeguard measures for balance‑of‑payments purposes in the form of quantitative restrictions and tariff surcharges on a large number of products, resulting in tariffs in excess of their bound rates.
  The authorities confirmed that all these measures were eliminated as scheduled.

(viii) Standards and technical regulations

(a) Standards

54. A new Ecuadorian Quality Control System Law No. 2007‑76 was passed in 2007, bringing regulatory and institutional changes (see below);  the 2007 institutional changes were suspended by the 2010 Organic Code of Production, Trade and Investment, and in May 2011 the establishment of a new institutional framework depended on the revision of the regulation on institutional competences.  The main instruments governing standardization, metrology, certification, and verification consist of domestic legislation, which includes the relevant provisions of the WTO Agreement on Technical Barriers to Trade, and various rules approved by the member countries of the Andean Community.
  Following concerns expressed by certain WTO Members at the March 2009 meeting of the Committee on Technical Barriers to Trade, Ecuador provided explanations on the operation of new mandatory conformity‑assessment requirements consisting of test reports and certificates of conformity for industrial products including tyres, steel products, and automobile components;  these requirements were implemented under various articles of the Ecuadorian Quality Control System Law (No. 2007‑76).
  Ecuador indicated that this new conformity‑assessment mechanism was to ensure that domestic as well as imported products were complying with the quality and safety requirements established by domestic legislation.

55. As from May 2011 the Interministerial Committee on Quality under MIPRO chairmanship, and technical support (Under‑Secretariat on Quality), coordinates and formulates Ecuador's quality policies on standardization, metrology, certification, and verification.
  Between 2007 and 2010 the National Quality Council (CONCAL) was the highest body of the Ecuadorian quality system.
  The Inter‑ministerial Committee on Quality coordinates the activities of:  the Ecuadorian Institute of Standardization (INEN), which is responsible for regulation, standardization, and metrology activities
;  and the Ecuadorian Accreditation Agency (OAE), a MIPRO body that carries out accreditation activities in accordance with international guidelines.  The INEN has three laboratories, one for metrology and the others for chemistry, food analysis, and microbiology.  In May 2011, the Ecuadorian Accreditation Agency was processing accreditation applications from eight analysis and calibration laboratories.  Of the 70 laboratories accredited, 46 are private and 24 belong to the State.  There are 12 certifying bodies and 4 inspection organizations.

56. At the beginning of 2011, there were 530 (640 in 2004) mandatory and 1,906 (1,554 in 2004) voluntary "Ecuadorian technical standards" in force.  Of the mandatory standards, one third continues to belong to the food technology category (ICS 67).
  Chemical technology (ICS 71) accounts for 7.2% (some 7% in 2004) of these standards;  and metallurgy (ICS 77) and petroleum (ICS 75) about 10.6% (6% each in 2004);  and 51% (slightly over 40% in 2004) of voluntary Ecuadorian technical standards belong to the food technology (ICS 67), construction materials and building (ICS 91), and mechanical systems and components for general use (ICS 21) categories.
57. Temporary Ecuadorian technical regulations may be formulated and approved in cases of emergency without prior public consultation.
  During the review period three emergency regulations were adopted and notified to the WTO;  they affected fire extinguishers, vehicles equipped with liquid petrol gas (LPG) engines, and fluorescent light bulbs.

58. In January 2011, 3.6% of national standards were identical to international standards and 30% were modified adoptions.  International equivalence remains high in, inter alia, conformity assessment, management systems and environmental quality, child care, toys, information technology, food safety, social responsibility, information and documentation, lamps, lighters, samples, motor vehicles, and clinical laboratories.  More than 42 product categories including cement, petrol, matches, break fluids, sanitary tubes, tyres, car windshields, security glass, steel frames, household appliances, electricity transformers, spark plugs, incandescent light bulbs, and motor vehicles are subject to national INEN standards for health, safety, and environmental protection purposes;  these standards are contained at the List of Goods Subject to Control.

59. The use of quality management system standards such as ISO 9001 and ISO 14001 seems to be increasing.  In May 2011, there were 580 companies certified to ISO 9001.

60. Several items are subject to prior import authorization in order to ensure compliance with technical standards and sanitary and phytosanitary (SPS) requirements (section (vi)(b)).  Physical inspection is carried out at the border to determine the conformity of imported products with national INEN technical standards (see above).  The INEN may carry out conformity checks on products (domestic as well as imported) that are subject to mandatory Ecuadorian technical standards at the marketing stage, either on its own initiative or following consumer complaints.  No data on standards enforcement (i.e. cases of non‑compliance, products concerned) were available from the authorities.

61. A Certificate of Recognition (Form INEN 1), issued by the INEN, is required for imports of products subject to prior control or authorization.
  To obtain the INEN‑1, importers must submit one of the following certificates issued by accredited agencies in the country of origin or shipment:  a Certificate of Product Conformity or Certificate of Inspection certifying compliance with Ecuadorian technical standards;  Certificate of Product Compliance or Certificate of Inspection certifying compliance with international standards or compulsory technical regulations equivalent to Ecuadorian Technical Regulations or Mandatory Technical Standards;  or a Manufacturer's Declaration of Conformity (ISO 17050‑1 format) in the case of companies registered with the Quality Certification System ISO 9001.  For imports of motor vehicles covered by ISO 9001 Quality System certification, the importer or consignee must also submit a gas‑emissions report issued by a laboratory recognized by INEN.  Prior accreditation in Ecuador is not required for bodies certifying conformity with a foreign standard.

62. Ecuador maintains a mutual recognition agreement with Colombia (expiring in 2012);  past agreements with Peru and the Bolivarian Republic of Venezuela were not extended.  The Andean Standardization Network is in place to enable member countries' standardization bodies to join forces for the purpose of preparing Andean standards or harmonizing national standards in "priority" sectors.  At present there are 133 Andean standards:  approximately 30% (38 standards) are adapted from international standards and the remaining 70% (95 standards) are standards proposed by member countries.  All of them are voluntary.

63. For purposes of public consultation, the INEN publishes draft Ecuadorian technical standards in its Bulletin, which is available online.
  According to the authorities, in practice, WTO Members are allowed 60 days for public consultation.  For Andean Community countries, the period of public consultation is 90 days, pursuant to Andean Community Decision 562.  Between 2006 and 2009, Ecuador made 51 notifications under the WTO Agreement on Technical Barriers to Trade (TBT), of which 42 under Article 2.9;  in most cases, the timeliness of submission allowed for a comment period of 60 days or more.

(b) Sanitary and phytosanitary measures

64. Ecuador's Integrated System for Agricultural Health, Food Quality, and Safety (SISCAL) has been in operation since October 2009.  SISCAL aims at harmonizing and coordinating the activities of entities involved in quality, agricultural health, and food safety.  It helps with the formulation and implementation of policies to promote safe food consumption, agricultural health, and quality management systems in food production.

65. The main legal provisions on animal and plant health are found in domestic legislation, which also includes the relevant WTO rules, and various instruments approved by the member countries of the Andean Community and the Cartagena Agreement Board.
  In October 2009 the national Codex Alimentarius system was being validated in order to ensure more flexible and user‑friendly management of the entire Codex legislation.
  An Organic Law on Food Sovereignty regulating the use of biotechnology entered in force in May 2009.
  Private‑sector industries have worked with the authorities to develop implementing regulations that would not impede trade in products derived from biotechnology.
66. The Ecuadorian Agency for Agricultural Product Quality Assurance (AGROCALIDAD) (previously SESA), which reports to the Ministry of Agriculture, Livestock, Aquaculture and Fisheries (MAGAP), undertakes technical consultations prior to setting SPS‑related requirements and prohibitions in accordance with domestic legislation and Ecuador's commitments under international agreements.  AGROCALIDAD's resolutions ensure coordination with other governmental agencies setting or implementing rules in this area (e.g. SENAE, SRI, Ministry of Public Health).  The authorities indicated that, in accordance with the relevant provisions of the WTO SPS Agreement, all measures are based on scientific evidence and apply to both domestic and imported products.  No cost‑benefit analysis is undertaken prior or subsequent to the adoption of SPS measures.

67. Ecuador's SPS standards, which are expected to be met by imports from other Andean Community members, are listed in a sub‑regional register.
  During the period under review, the Andean Community upgraded its sanitary regulations relating to animals, animal products, and by‑products from cattle, horses, pigs, and birds;  changes were also made to the basic catalogue of pests and diseases of exotic animals of the sub‑region.  Ecuador and the other members of the Andean Community maintain common SPS requirements for 31 agricultural products and most animals and animal products.
  Harmonized requirements and procedures for the registration and control of chemical pesticides for agricultural use are in place.
  Some Andean Community standards applied to third countries seem to be different from those applied to Andean Community members;  for example, differences in the requirements concern live animals, animal products, plants, and plant by‑products.
68. Concerning animal health, Ecuador currently maintains restrictions on imports of sheep and goats from countries affected by scrapie (prurigo lumbar), and poultry and their products from countries affected by bird flu (avian influenza);  these restrictions may be lifted only by a resolution of the Secretary General of the Andean Community.  The authorities indicated that at present there are no BSE‑related restrictions on imports of cattle and products thereof;  these imports are subject to sanitary requirements based on a 2005 risk‑analysis study conducted at the Andean Community level.  In most cases, the SPS certificate may be obtained quickly, and access is granted routinely/easily so long as the proper documentation is submitted.  The authorities indicated that SPS measures are based on pest‑risk analysis and certificate refusals are backed by scientific evidence.  AGROCALIDAD staff has had sufficient training on the implementation of International Plant Protection Council (IPPC) and WTO SPS regulations.
69. In addition to an import licence (section (vi)(b)), imports of animals, plants and their products must be covered by a certificate of animal or plant health issued by the national health authority of the country of origin.
  Plant health certificates may need to be accompanied by a fumigation or quarantine treatment certificate issued by the country of origin.  Once importation is approved, AGROCALIDAD issues a plant or animal health permit showing the treatment and requirements for the product to be granted entry.  Imports covered by a plant or animal health certificate are subject to physical inspection by AGROCALIDAD at the port of entry.  If the results of the physical inspection are satisfactory, AGROCALIDAD issues a phytosanitary release document.

70. A sanitary certificate from the Ministry of Public Health (MSP) is required for imports of additives, processed foods, medicines, drugs, homeopathic products, medical appliances, and pesticides for domestic use.  The same certificate is required in order to market domestic products (Table AIII.3).
  In addition, an import licence is required from the MSP for additives, processed foods and their raw materials, medicines, cosmetics, drugs, homeopathic products, medical appliances, and pesticides for domestic use.

71. Contrary to its past practice of non‑notification of SPS measures, between April 2005 and July 2010, Ecuador submitted 93 notifications under the WTO Agreement on the Application of Sanitary and Phytosanitary Measures.  It also participated actively in the work of the WTO Committee on Sanitary and Phytosanitary Measures through submissions on issues such as private and commercial standards, regulations on new foods, and maximum residue limits (MRLs) for, inter alia, pineapples, coffee, and cocoa, as well as notifications on Ecuador's institutional developments in this area.

(ix) Government procurement

72. Since its previous TPR, Ecuador has implemented major legislative, procedural, and institutional changes to its public procurement regime, which remains an important instrument of economic policy.  In 2010, Ecuador's efforts and leadership in implementing regulations in this area were acknowledged at regional level.
  Ecuador remains a non‑signatory to the WTO Plurilateral Agreement on Government Procurement;  it provides neither preferential nor national treatment to foreign suppliers.  The authorities indicated that the GPA provisions on special and differential treatment for developing countries are not sufficiently attractive or favourable to Ecuador's development needs.  They maintain that Ecuador's regulatory reform already led to the adoption of transparency and competition measures in this area, and therefore there is no need for an international commitment.  Furthermore, the authorities consider that Ecuador promotes suppliers of goods and services with local content in a non‑discriminatory manner.
73. In 2010, the value of public procurement contracts registered by the National Institute for Public Procurement (INCOP) (see below) totalled almost US$6 billion (US$4 billion in 2009), equivalent to 11% of GDP (7.86% in 2009) and 28% of total Government revenue (24.2% in 2009);  these estimates include procurement by government‑controlled firms (i.e. more than 50% of the shares).
  In 2009, the main public entities or government‑controlled firms, in terms of procurement contracts value, were the military (FAE Comando General), Petrocomercial (a subsidiary of PETROECUADOR), the Ministry of Transport, the telecommunications company (Corporación Nacional de Telecomunicaciones CNT S.A.), the municipality of Guayaquil, the Ecuadorian Social Security Institute, the military engineering corps, the oil tanker fleet, the National Institute of Irrigation, and the Food Supply Programme.  In 2010, the main public bodies or companies, in terms of contracts value, were the Ecuadorian Social Security Institute, the Electricity Corporation of Ecuador‑CELEC (Corporación Eléctrica del Ecuador), Petroindustrial, the CNT, the Ministry of Transport, and the Municipality of Guayaquil.  All these entities are subject to the National Public Procurement System rules (see below).
74. Ecuador's 2008 Public Procurement Law, which set up the National Public Procurement System (SNCP), regulates a large part of public contracting for acquisitions, rent, public works, and professional and consulting services.
  In 2009, 6,128 public entities formed the SNCP
; this number dropped to 4,855 following a revision of the listing, as of 31 December 2010.  As from 2009, all government‑controlled companies (e.g. fixed‑line telephony providers, and electric power generators and distributors) are subject to the rules on government procurement under the 2008 Public Procurement Law.
  Contracts for exploration and exploitation of hydrocarbon resources, and purchases of strategic goods for national defence are not covered by this law, but by the Hydrocarbons Law and the Armed Forces Law, respectively.  Since 2008, INCOP has been in charge of the overall supervision of public contracting processes, though every process is managed independently by the contracting institution with its own budget and referral terms.

75. Suppliers must be registered online (www.compraspublicas.gov.ec) in the Single Registry for Suppliers (RUP).  The electronic procedure is mandatory and is the only means of participating in a public contracting process.  In 2010 there were 151,361 registered suppliers (109,939 in 2009) of which 70,721 were qualified suppliers (76,277 in 2009).
  The Annual Procurement Plan, and the technical, financial, and other relevant information for project execution, and bid specifications, are available online (www.compraspublicas.gov.ec), and at each of the contracting agencies' websites.  Offers must be in Spanish, using the format specified by the inviting agency, and delivered to the contracting agency in person or via the Internet.  Despite some additional information requirements
, the authorities indicated that bidding has been significantly streamlined, inter alia, upon the introduction of online procurement procedures (see below).
76. The legislation continues to provide for several ordinary procurement procedures, such as bidding by invitation (selective tendering), open calls for tenders, and direct contracting, depending on the type of procurement and cost, as well as thresholds amounts equivalent to a factor of the estimated annual State Budget (Table III.3).  To streamline and simplify the procurement of certain items, the 2008 Public Procurement Law established online "dynamic" procurement procedures for direct purchases of "normalized" (i.e. standardized, homologated) goods and services listed in an Online Purchase Catalogue
, and an inverse online auction for "normalized" purchases not contained in the Catalogue through which any bidder may compete by discounting their price for a specific product required by a public institution.  Special procurement procedures, based on selectivity criteria, apply to, inter alia, pharmaceutical products, emergency purchases, and real estate.
  The most common procedures in 2010, in terms of share of total procurement under the SNCP, were the special procurement procedures (30.4%), open calls for tenders (23.9%), the inverse online auction (14%), selective tendering (7.7%), direct contracting (1.5%) and the Online Purchase Catalogue (2.3%).
  Between February 2010 and February 2011, public procurement operations consisted of goods (41%), public works (29%), services (25%), consultancy (3%), insurance (0.9%), and medicines (0.3%).  According to INCOP, the correct use of electronic tools has permitted several public entities to carry out their procurement with full transparency, allowing for quality contracting and important savings.  In 2010, the operation of the SNCP allowed budgetary savings of US$472 million;  the most important savings were made by, inter alia, CNT S.A., PETROECUADOR, Petrocomercial, CELEC, and the Ecuadorian Social Security Institute.

Table III.3

Government procurement, 2011

	Subject of procurement
	Procedures
	Amounts

	
	
	Factor of the initial annual state Budget
	U.S. dollar as of March 2010

	Standardized goods and services
	Online Purchase Catalogue 
	‑
	No thresholds

	
	Direct (minimal value) contracting
	Below 0.000002
	Less than US$4,256.41

	
	Inverse online auction
	Below 0.000002
	More than US$4,256.41

	
	Direct (low value) contractinga
	Below 0.000002
	Up to US$42,564.12

	
	Bidding by invitationa
	From 0.000002 to 0.000015
	From US$42,564.12 to US$319,230.93

	
	Tenderinga
	Above 0.000015
	More than US$319,230.93

	Table III.3 (cont'd)

	Non‑standardized goods and services
	Direct (low value) contracting
	Below 0.000002
	Up to US$42,564.12

	
	Bidding by invitation
	From 0.000002 to 0.000015
	From US$42,564.12 to US$319,230.93

	
	Tendering
	Above 0.000015
	More than US$319,230.93

	Public works
	Direct (low value) contracting
	Below 0.000007
	Up to US$148,974.43

	
	Bidding by invitation
	From 0.000007 to 0.00003
	From US$148,974.43 to US$638,461.86

	
	Tendering
	Above 0.00003
	More than US$638,461.86

	
	Comprehensive fixed‑price contracting
	Above 0.1%
	More than US$21,282,062.27

	Consultancy
	Direct contracting
	Below 0.000002
	Up to US$42,564.12

	
	Short list
	From 0.000002 to 0.000015
	From US$42,564.12 to US$319,230.93

	
	Competitive bidding
	Equal to or above 0.000015
	More than US$319,230.93


a
If procurement through dynamic procedures is not feasible, these methods may be used.

Source:
INCOP (2010), Seminario taller:  sistema de contratación pública, March, Quito;  and information provided by the Ecuadorian authorities.

77. Under the 2008 Public Procurement Law, which requires that priority be given to locally produced and supplied products and services, emphasis was placed on using government procurement as an industrial policy tool.
  Under a 2007 EcuaCompra programme that was never implemented, local suppliers' participation in public procurement contracts were envisaged to increase from 30% to more than 50% of the value by the year 2012.  In March 2009 and 2010 INCOP defined a series of preferences to local suppliers subject to local content‑ and company‑size criteria (Table III.4).
  These preferences, which range from 5% to 25% of the contract value, provide advantages for competing against larger domestic suppliers as well as suppliers that cannot qualify as local.  In 2010 procurement of goods with a local content exceeding 40% and of services with local content above 60% accounted for 19.8% and 79% of total contract values, respectively.  For procurement of consultancy services, foreign suppliers are considered only in the absence of domestic suppliers.  The procurement market in terms of contracts value in 2010 was shared as follows:  26% large firms, 11% medium sized firms, 30% small firms, and 33% micro‑firms.

Table III.4

Margins of preference to domestic suppliers, 2011

	Beneficiary
	Margin of preference in relation to
	Local‑value‑added requirements

	
	Domestic suppliers
	Foreign suppliers
	

	Domestic enterprises
	
	
	

	Large‑scale
	‑
	10%
	>40% on goods
>60% on works and services

	Medium‑sized
	5% (large‑scale)
	15%
	>40% on goods
>60% on works and services

	Micro and small (MSEs)
	5% (medium‑sized)
10% (large‑scale)
	20%
	>40% on goods
>60% on works and services

	Local enterprises ‑ MSEs
	5% (MSEs)
10% (medium‑sized)
15% (large‑scale)
	25%
	>40% on goods
>60% on works and services
>15% of local value added


Source:
INCOP (2010), Seminario taller:  sistema de contratación pública, March, Quito.

78. Procurement through the Online Purchase Catalogue requires a purchase order and a delivery record;  direct (low value) contracting requires an invoice;  and other contracts take the form of a document signed by the parties.  Guarantees for procurement contract are set at 5% of the contract's total amount;  for non‑standardized services and public work contracts, the guarantee is increased by an amount equal to 20% of the difference between the reference value and the actual amount of the contract.  Guarantees can be given by a bank or financial institution or in the form of insurance policies, first mortgage of real estate, government bonds or certificates of time deposits.  A technical guarantee is required for contracts relating to procurement or installation of equipment, machinery or vehicles, or relevant works to ensure their quality and proper functioning.  Contracts are signed by the contracting public institution after their revision and award, and require no further approval by any other authority
;  a specific clause in the contract indicates that arbitration must be authorized by the Attorney General.

(x) Local content

79. Ecuador maintains local‑content policy objectives.  Under the 2010 Organic Code of Production, Trade and Investment the ministry in charge of the industrial policy and the agency responsible for public procurement (INCOP) are required to develop appropriate mechanisms to control the national content in the contracting of goods and services, as well as in investment projects in strategic sectors.  A regulation was issued in this respect in June 2010.
  Ecuador maintains that it has no new trade‑related investment measures (TRIMs) and that existing measures are published in the Official Register.
  Although the September 1999 Complementarity Agreement for the Automotive Sector between Ecuador, Colombia, and the Bolivarian Republic of Venezuela does not contain sub‑regional content requirements, its implementing Resolution 323 of the General Secretariat of the Andean Community deals with sub‑regional origin and content matters.  In 2010 Ecuador denounced this agreement, which has been into force since January 2000 for a renewable ten‑year period, with effect from 1 September 2011 (Chapter IV(5)).
  Under this agreement, from 2009 to September 2011 a 24.3% local‑content requirement was in place for automobiles assembled in the signatory countries in order to qualify for reduced duties on imports.

(3) Measures Affecting Exports

(i) Registration and documentation

80. Exporters must register at the online page of the SENAE;  the registration with and the visto bueno of the Central Bank were eliminated in 2007 as a result of the amendment of the Organic Law on the Customs.
  Similarly to importers (section (2)(i)), they must obtain an RUC number issued by the Internal Revenue Service, which is automatic and valid indefinitely.  To monitor and ensure the availability of sufficient raw material supplies for the domestic industry, as from 2007 exporters of waste and scrap of ferrous and non‑ferrous metals, leather and furs have been required to register with MIPRO.
  A customs broker is required for exports by public entities (section (4)(iv)) and for exports subject to special regimes, such as temporary export for re‑importation in the same state, and temporary export for outward processing.
81. Documentation requirements comprise the Single Customs Declaration for Export (DAU), the original commercial invoice, bill of lading, and other transport documents;  in certain cases a prior export authorization or a certificate of origin may be required depending on the type of product and/or destination (e.g. preferential treatment).
  Similarly to imports, export documentation is processed electronically via the SICE.  No data were available on the share of exports that undergo physical inspection by Customs or the average time for export clearance with the authorities.

(ii) Export levies and reference prices

82. Since 1998, banana exports have been subject to a levy of 0.7% on their f.o.b. value;  the proceeds from this levy originally financed the activities of CORPECUADOR, the public entity in charge of reconstruction in areas damaged by the El Niño climatic phenomenon, but at present they are transferred to MAGAP.
  Exports of unground coffee, roasted unground coffee, and roasted ground coffee are subject to a contribution of 2% of their f.o.b. value
;  these proceeds go to the National Coffee Board (COFENAC).  The redeemable quota requirement on exports was eliminated as of 31 December 2010;  it amounted to 0.15 per 1,000 of their f.o.b. value, except for petroleum and petroleum products, which were subject to a redeemable quota of 0.05 per 1,000.

83. Exports of bananas and plantains
, cocoa
, coffee
, shrimp, and fish products remain subject to minimum or reference prices.  The value declared on the single export form may not be less than the price set for each product.  The price for bananas is based on a "minimum support price" that banana exporters must pay producers, which is usually set in an inter‑ministerial agreement between the MAGAP and the MIPRO (Chapter IV(2)(v) and Table IV.1);  the authorities indicated that it was not a minimum reference price and it had no relevance to exports or their destination.  For cocoa and coffee, the minimum f.o.b. reference price for exports is set by an inter‑institutional commission, comprising representatives of the MIPRO, the MAGAP, and the National Association of Cocoa Producers;  the authorities indicated that these prices, which are those set at the New York Stock Exchange and are revised on a weekly basis, are used only for settlement purposes by the Central Bank of Ecuador, and serve only as a reference for the marketing of these products in the domestic market.
  They also indicated that these are reference prices rather than minimum prices.
(iii) Export prohibitions, licensing, and other restrictions

84. Ecuador maintains export restrictions on certain products pursuant to the Convention on International Trade in Endangered Species of Wild Fauna and Flora, the Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and Their Disposal, and the Montreal Protocol on Substances that Deplete the Ozone Layer.  Export restrictions remain in place on exports of goods that form part of Ecuador's cultural, artistic, archaeological, and historical heritage.

85. To ensure domestic supplies, and thereby possibly assist downstream processing of the products concerned, temporary export prohibitions and quantitative restrictions affected certain items during the review period.  Rice exports were prohibited for 90 days in 2007, and temporarily in June 2008;  exports of 20,000 tonnes of polished rice to the Bolivarian Republic of Venezuela under a sale contract signed in May 2008 were not affected by this prohibition.
  Following the introduction of a register of exporters to secure domestic supplies to certain industries (section (i), Chapter II(5)), exports of waste and scrap of certain ferrous and non‑ferrous metals have been restricted since February 2010 by annual quotas:  for stainless steel (1,125 tonnes for 2010‑11) and non‑ferrous metals (14,112 tonnes);  in June 2010 export quotas for virtually all restricted items were increased by 10%.
  As from July 2010 exports of waste and scrap of aluminium, bronze, ferrous metals other than stainless steel have been prohibited.
86. To protect the environment, exports of roundwood are prohibited except in limited quantities for scientific and experimental purposes.
  Prior authorization for these export is issued by the MAGAP.  The exportation of semi‑finished forest products is authorized only when "domestic needs and the minimum levels of industrialization therefore have been met".
  In such cases, prior authorization is obtained from the MAGAP and the MIPRO.
(iv) Tax concessions

87. In 2010, Ecuador changed its drawback scheme, and replaced its maquila and free zone regimes with special economic development zones that offer various tax concessions to neutralize adverse effects of tariffs on exports.

(b) Drawback regime

88. The complex drawback regime applies to domestic and foreign exporters registered as taxpayers in Ecuador, except exporters of hydrocarbons.  Eligible exporters must register with Customs, submitting a list of the inputs used in the manufacture of each of their export products and a certificate from the Internal Revenue Service (SRI) showing the ratio of their export value to total sales.  The certificate is used in determining the amount of the refund to the exporter.  The refund consists of the customs duties, the FODINFA charge, IVA, and ICE taxes, proportionate to the use of the input, and it should not exceed 5% of the f.o.b. value of the exported goods.  No specific reimbursement rates have been set.  Exporters may request additional refund of any amount in excess of this in a future application or after one year.  The number of beneficiaries rose from 214 in 2009 to 388 in 2010, total reimbursements passed from US$785,234 to US$1.4 million, and the covered f.o.b. export value grew from US$584.7 million to US$1.3 billion;  the overall average drawback rate remained stable at 1%‑1.3% of the export value.  The main products benefiting from drawback were non‑electrical domestic appliances of iron or steel (stoves, ranges, grates, etc.), preparations used in animal feeding, new tyres, and bananas.

(c) Maquila regime

89. The maquila regime was eliminated with the passing of the 2010 Organic Code of Production, Trade and Investment.  The regime, which covered industrial processes or services for the manufacture, transformation or repair of goods of foreign origin for subsequent re‑export, provided for suspension of duties and other indirect taxes on imports of inputs and equipment
, and of other requirements (e.g. import permits) pending exportation.  MIPRO was the main agency responsible for operating the regime.  The majority of maquila operations in Ecuador seem to have been in the textiles and fish processing subsectors.  The maquiladoras had a low level of export performance due to the impact of the dollarization of the economy on labour costs and therefore on their competitiveness in the region, especially vis‑à‑vis Central American countries.  No data on the duty revenue forgone or employment‑imports‑exports generated by this regime were available from the authorities.

(d) Free zone regime

90. While the free zone regime was eliminated with the passing of the 2010 Organic Code of Production, Trade and Investment, the exemptions from income tax (thereby subsidizing exports) or any other tax replacing it, provincial and municipal taxes, and any other such tax, remain in place for firms registered before 1999, and the exemption is valid until 2019.  It also allows for indefinite exemption from duties and other taxes on imports of inputs, equipment, and other requirements.  Since October 2007, goods entering free zones have been subject to control by SENAE.  The regime covers processing of goods for export or re‑export;  international marketing of goods for import, export or re‑export;  and provision of "international" services, including tourist services.  Companies operating in a free zone may export their output to the customs territory of Ecuador after payment of duties and other import taxes.  Both the entities administering free zones and the user companies are eligible for these advantages.  The National Council for Free Zones (CONAZOFRA) was responsible for framing general policy for the operation and supervision of free zones until December 2010;  at present the Sectoral Council for Production formulates policy in this area, and a technical unit of MIPRO supervises and controls the operation of the free zones.  Currently, the free zone scheme is in a transition period;  the zones that remain in operation for the remainder of their concession period may continue their activities by migrating to the operational framework of the recently set special economic development zones (ZEDE) scheme (section (d)).

91. According to CONAZOFRA, by 2007 the free zones had not met the objectives set by the relevant legislation or expectations in terms of employment, investment, exports, and technology transfer;  the authorities considered that this was due to lack of promotion of the free zones at the national and international level.  Furthermore, the authorities indicated that a large number of free zone firms used this scheme as a means for tax evasion.  In addition, the SRI, which does not recognize all tax exemptions granted under the free zones scheme, has claimed payment of the income tax from free zone users.  Those who did not pay have been taken to court and should have to settle them at the end of their cases, thus contributing to unnecessary uncertainty for enterprises and investors.
  Following a screening policy implemented by CONAZOFRA, imports by free zone firms to the Ecuadorian market have fallen since end 2007.
  In June 2010, 11 free zones were in place, of which 8 were operational
;  according to set objectives, all zones were expected to create 33,014 jobs, but so far there have been only 8,634.  In 2009, 69 firms were using the free zones regime, 56 of which were operational;  most of their activities related solely to services (32 firms).
  In 2009, they generated merchandise exports of US$193.2 million, mostly comprising fish and fishery products, and flowers;  free zone exports were destined mainly for the EU.  Imports from the free zones into the local market were valued at US$77.9 million, and brought Ecuador indirect tax revenue of US$74.3 million, from payment of customs duties (43%), IVA (54%), and ICE (3%).  As a result of the screening policy, imports and consequently the resulting tax revenue has dropped since 2008.
 
(e) Special economic development zones

92. In response to concerns over the operation of the free zones scheme, the December 2010 Organic Code of Production, Trade and Investment introduced the special economic development zones (ZEDE) regime.  This encompasses important objectives of the Agenda for the Productive Transformation (ATP) 2010‑13 (section (4)(ii)(c), Chapters II(8) and IV(5))
, such as promotion of export‑focused production, comprehensive territorial development, and the creation of quality employment.  ZEDEs are also expected to, inter alia, diversify domestic production and exports, including those of innovative products.
  Three types of ZEDEs may be established:  (1) for biodiversity, electronic innovation, energy or environmental improvement projects and technology;  (2) for industrial‑diversification projects, innovative production methods intended to produce goods for export and/or import substitution, using quality employment;  and (3) for logistics services (including cargo storage, inventory management, ports management, national or international goods distribution, and maintenance of aeroplanes or boats).  An enterprise operating in a ZEDE may claim a tax credit for value‑added taxes paid in the acquisition of commodities, goods, and services that are to be used in production processes.  Such enterprises may import duty‑free goods and services related to their businesses at the ZEDE.  In addition, they are not liable for taxes on capital or interest paid on foreign loans from international financial institutions.

(v) Export promotion and marketing support

93. Under the December 2010 Organic Code of Production, Trade and Investment the responsibilities of the Export Promotion and Investment Corporation (CORPEI)
 were transferred to the Export and Foreign Investment Institute (PRO ECUADOR) under the Ministry of Foreign Affairs, Trade and Integration.
  The Institute is now responsible for planning, coordinating, and implementing export promotion, and for attracting foreign investment,  and for export‑related consultancy, training, and trade intelligence.  The Institute provides advice to the priority export sectors and those with export potential.  It coordinates, prepares, and monitors trade fairs, visits, and other national trade promotion events, and provides information on market‑access conditions, business opportunities, and support tools for increasing exports.  The Institute organizes training on trade issues, and implements programmes focused on the insertion of medium and small‑sized enterprises and other stakeholders into Ecuador's export pattern.  To support export development, it, inter alia, prepares business reports, market research studies, international trade statistics and analysis, monthly statistical bulletins, and factsheets.  The Export and Foreign Investment Institute operates a network of 27 commercial offices that support its activities abroad;  it is also assisted by the 6 regional offices of the Ministry of Foreign Affairs.

(vi) Export finance, insurance, and guarantees
94. The National Finance Corporation (CFN), a state‑owned development bank, runs a credit service called Direct Credit (until 2007 called FOPEX) in charge of different loan applications from various sectors.  Since July 2009, a line of credit called DICOMEX (Foreign Trade Division) has provided loans of up to 20% of the value of the "technical" assets of the beneficiary, to finance by activities related to the shipment of goods for export or the production of goods or services by companies established in Ecuador.  CFN provides loans of up to US$20 million (individual firms) or US$40 million (economic group);  loans above US$2 million must be approved by its Board.  The CFN grants the loans through financial intermediaries, and the rates paid by the end‑borrowers are up to 4 percentage points higher than the CFN rates.  CFN concessional credit is offered for a one‑year term with disbursements of up to 180 days, and at interest rates ranging from 7.5% to 8.75%.
  Between July 2009 and May 2011 DICOMEX credits to exporters (and importers) totalled US$53.67 million.
95. No state‑run export insurance or guarantee programmes are in place.  Private‑sector entities are authorized by the Superintendency of Banks and Insurance to provide these services under market conditions.
  The December 2010 Organic Code of Production, Trade and Investment requires the establishment of an export credit insurance mechanism run by a public‑sector financial institution.

(4) Other Measures Affecting Production and Trade

(i) Taxation

96. Indirect taxes remain Ecuador's major source of tax revenue (Table III.5).
  The value‑added tax (IVA) is the main indirect tax, followed by customs duties and the special consumption (or excise) tax (ICE);  in 2010, IVA and ICE revenue collected on imports accounted for 42.6% and 21.6% of total revenue from these taxes, respectively.
  In 2010, non‑tax government revenue from oil sector activities was equivalent to about 51% of total tax revenue, up from about 38% in 2006.

Table III.5

Structure of tax revenue, 2005‑10

(US$ million and %)
	
	2005
	2006
	2007
	2008
	2009
	2010a

	Total tax revenue (US$ million)
	3,741
	4,244
	4,749
	6,570
	7,257
	8,654

	Direct taxes
	26.6
	26.8
	28.2
	37.0
	36.3
	29.0

	Income tax
	25.0
	25.2
	26.7
	35.6
	34.7
	27.2

	Property tax
	1.6
	1.6
	1.5
	1.5
	1.6
	1.8

	Indirect taxes
	73.3
	73.1
	71.7
	62.9
	63.7
	67.7

	Value‑added tax (IVA)
	52.8
	52.5
	52.8
	43.0
	41.6
	43.3

	Special consumption tax (ICE)
	5.9
	6.1
	4.6
	7.2
	6.2
	6.1

	Customs duties
	14.6
	14.6
	14.3
	12.0
	12.7
	13.3

	Tax on foreign exchange flight
	0.0
	0.0
	0.0
	0.7
	3.2
	4.9

	Other taxes
	0.1
	0.1
	0.1
	0.1
	0.0
	3.3

	Memorandum
	
	
	
	
	
	

	Oil revenue (US$ million)
	1,567
	1,603
	1,764
	4,642
	2,455
	4,410


a 
Provisional.
Source: 
Ministry of Finance, Ecuador.

(b) Indirect taxes

Value added tax (IVA)

97. The IVA, a value‑added tax levied on consumption, is charged at a rate of 12% on the transfer and importation of goods and services at each stage of processing;  Ecuador applies the destination principle.
  Its valuation base is usually the sales price less ordinary customer discounts and rebates, the value of goods and packaging returned by the customer and, in the case of hire‑purchase, interest and insurance premiums.  The assessment base for imports is the c.i.f. value plus duties and any other tax, charge, surcharge or expenditure stated in the import declaration and other relevant documents, including the ICE.  Imports and domestic sales of certain goods and services, as well as their export are zero‑rated.
  According to the SRI online information and the previous TPR of Ecuador, domestically produced milk and canned tuna, scad, sardine, and trout remain zero rated for IVA;  the authorities indicated that this measure precedes Ecuador's accession to the WTO and undertook to take corrective action when revising other tax‑related matters.

Special consumption tax (ICE)

98. The ICE is an excise tax levied on the consumption of certain goods and services, whether domestic or imported (Table III.6);  ICE coverage has expanded to more goods and services, and its rates, some of which have been raised considerably since the last TPR of Ecuador, range from 5% to 300% depending on the product.
  Exports are exempt from the ICE.  The ICE's valuation basis is the sales price set by the domestic producer or importer minus the IVA, or the reference value set by the SRI for alcoholic beverages.  The resulting sales price should not be less than the ex‑factory or the ex‑customs value plus a "notional" margin for marketing of 25%.  The authorities indicated that the same rates of marketing margins apply to domestic and foreign goods.  The retail price of products subject to the ICE must be marked on product labels.  The authorities indicated that in the course of 2011 a tax reform is to convert the ad valorem ICE rates for alcoholic beverages and tobacco products to compound or specific rates;  rates are to be proportionate to the alcoholic content of the beverage.
Table III.6

ICE rates, by product, 2004 and 2011

	Product
	2004
	2011

	99. 
	No. of ten‑digit items subject to the ICE
(corresponding tariff heading)
	Rate
(%)
	No. of ten‑digit items subject to the ICE
(corresponding tariff heading)
	Rate
(%)

	Cigarettes
	
	
	4 (2402)
	150

	Light
	1 (2402)
	77.25
	
	

	Dark
	1 (2402)
	18.54
	
	

	Beer
	1 (2203)
	30.9
	1 (2203)
	30

	Aerated beverages
	1 (2201)
1 (2202)
	10.3
	1 (2201)
2 (2202)
	10


	Alcoholic beverages other than beer
	5 (2204)
2 (2205)
1 (2206)
2 (2207)
16 (2208)
	26.78
	5 (2204)
2 (2205)
1 (2206)
2 (2207)
16 (2208)
	40


	Perfumes and toilet waters
	
	
	1 (3303)
	20

	Video games
	
	
	1 (9504)
	35

	Firearms, sporting guns, and ammunition
	
	
	1 (9301)
2 (9303)
7 (9306)
	300


	Incandescent lamps
	
	
	5 (8539)
	100

	Motor vehicles for the land transport of goods up to 3.5 tonnes
	1 (8702)
9 (8703)
4 (8704)
7 (8705)
6 (8711)
	5.15
	
	

	Motor vehicles for the land transport of goods up to 3.5 tonnes as follows:
	
	
	
	

	Vans with a retail sales price of up to US$30,000
	
	
	1 (8702)
	5

	Motor vehicles with a retail sales price of up to US$20,000
	
	
	9 (8703)
	5

	Motor vehicles other than vans with a retail sales price of more than US$20,000 up to US$30,000
	
	
	4 (8704)
	15

	Motor vehicles with a retail sales price of more than US$30,000 and up to US$40,000
	
	
	7 (8705)
	25

	Motor vehicles with a retail sales price of more than US$40,000
	
	
	6 (8711)
	35

	Airplanes, helicopters, water scooters, motor tricycles and quadricycles, yachts, and recreational craft
	1 (8703)
7 (8802)
1 (8901)
4 (8903)
	10.3
	1 (8703)
7 (8802)
1 (8901)
4 (8903)
	15

	Casino services, casino halls, gaming halls (bingo machines), and other gambling services
	n.a.
	
	n.a.
	35

	Dues, membership fees, shares, and the like charged to members and users of social clubs for services, of an overall amount exceeding US$1,500 per year
	n.a.
	
	n.a.
	35

	Telecommunication and radio services
	n.a.
	15.0
	
	‑

	Paid television services
	
	
	n.a.
	15


n.a.
Not applicable.

Note:
Legal basis:  Law on the Internal Tax Regime.

Source:
Information provided by SENAE;  and WTO (2005), Trade Policy Review:  Ecuador, Geneva.

(c) Direct taxes

100. Ecuadorian and foreign companies with local subsidiaries in Ecuador are subject to corporate income tax at 25%;  this rate is lowered to 15% if the company acquires new equipment and/or machinery.  The tax applies to a company's profits after 15% of these profits have been distributed to employees, as required by law.  The December 2010 Organic Code of Production, Trade and Investment includes a provision that will cut the corporate tax rate by 1 percentage point per year until it reaches 22% in 2013.  As from December 2007, a 70% windfall gains tax is levied on a monthly basis (since January 2010) on extraordinary income earned by companies that have signed contracts with the Government for the exploration and exploitation of non‑renewable resources (e.g. mining, petroleum)
;  this tax is considered a deductible expense for income‑tax purposes.  In addition to these taxes, as from the passing of the 2009 Mining Law (Chapter IV(3)), all mining concessionaires pay a minimum 5% royalty on sales of all primary and secondary minerals.

(d) Tax incentives

101. In December 2010, in addition to tax concessions discussed earlier (section (2)(iv)(e) and (3)(iv)), three types of tax incentives were introduced by the Organic Code of Production, Trade and Investment to promote investment in domestic production activities, for various purposes including import substitution.
  The Code classifies tax incentives as:  general, sectoral, or for depressed areas.

102. The general incentives consist of progressive 3% income tax reduction;  incentives for the special economic development zones (section (3)(iv)(d));  additional deductions in the calculation of income tax, to stimulate productivity, innovation, and eco‑efficient production;  payment facilities for taxes on foreign trade;  deduction, in the calculation of income tax, of the additional compensation for the payment of subsistence wages;  exemption from the foreign exchange flight tax on the financing of external transactions (section (2)(v)(d));  five‑year exemption from the advance payment of income tax requirement on all new investments in pre‑defined priority and selective import‑substitution sectors (Chapter II(2)(b))
;  and reform of the calculation of the advance payment of income tax.

103. The sector‑specific and equitable regional development incentives apply to the sectors that contribute to the change in the "energy pattern/matrix" (i.e. diversification of energy sources), to strategic import substitution, to export promotion, and to rural development throughout the country and urban development.  They consist of full income tax exemption for five years on new investments in the pre‑defined priority sectors.

104. Investment in depressed areas is granted an additional incentive of 100% deduction of the cost of hiring new workers for a period of five years.

105. All these incentives are being implemented through Executive Decrees passed in April and May 2011
;  they provide details on the priority sectors for new investment as well as those subject to strategic import substitution (Chapter II(2) and (5)).  Preliminary studies indicate that these measures will represent forgone tax revenue estimated at US$336 million, an amount to be recovered as from 2014 through tax revenue generated from the new investment.  The authorities are aware that such mechanisms are seldom cost‑effective at least in the short‑term.

106. Following the amendment of the Public Finance Law and the Internal Tax Regime Law, tax incentives for new tourism projects under the Law on Tourism were suspended in 2010.
  At present, the only incentives to the tourism sector are those contained in the 2010 Internal Tax Regime Law, i.e. IVA refunds for tourists and for services rendered to the sector.  No data are available on the beneficiaries of or benefits (e.g. employment, business generated) from these incentives, or estimates of forgone tax revenue, because the authorities indicated that these incentives have never been used.
(ii) Other forms of production assistance
107. According to its latest WTO notifications, Ecuador did not grant any specific subsidies within the meaning of the Agreement on Subsidies and Countervailing Measures, or export subsidies on agricultural products, until 2009.

108. In addition to tax incentives through export processing promotion regimes and other special customs regimes (sections (i)(c), (2)(iv)(e), and (3)(iv)), Ecuador continues to provide non‑tax incentives through concessional loans and grants.
(b) Loan programmes
109. The 2010 Organic Code of Production, Trade and Investment provides for the introduction of programmes to finance, at preferential interest rates, long‑term working capital loans and worker participation in their firm's capital.
  These loans are to be funded by the CFN (section (3)(vi)).  No data were available on the estimated cost of these loans.

110. Several loan programmes are made available by the main public institutions that administer such programmes, i.e. the CFN (section (3)(vi)) and the National Development Bank (BNF).  The CFN granted loans under its direct credit, working capital, and multisectoral (small‑scale activities) programmes.  Grace periods, the amount, and interest rates depend on the programme, the type of investment, and the size of the enterprise.  Preferential interest rates range from 8.75% to 11.5%;  these rates may be up to 16.06 percentage points less than commercial rates.
  Government‑sponsored financing via the CFN includes credit for commerce, fishing, foreign trade, housing, industry, mining, services, small industry and crafts, tourism, and transport.  CFN credit lines for these activities have been limited:  the Government raised the credit lines from US$425.9 million in 2008 to US$486.9 million in 2009 and to US$506.2 million in 2010.  The BNF also provides credit for the country's productive sectors, especially agriculture, fisheries, and craftsmen/artisans.  The BNF's preferential interest rates under its multiple programmes range from 5% to 11%;  these rates may be up to 20.5 percentage points less than the commercial rates.
  Between 2005 and 2010, its loan portfolio grew fivefold from US$145.3 million to US$735.6.  Since March 2007, the Government has also offered the so‑called 5‑5‑5 credit:  a US$5,000 credit, at 5% interest for five years, subsidized by the BNF.  The programme was to benefit 1 million micro‑entrepreneurs;  however, according to the BNF, it had been extended to only 12,019 persons in 2009 and to 9,384 in the year to end‑August 2010.

(c) Grants

111. Since October 2010, the National Secretariat for Science and Technology (SENACYT) has provided funding of up to 100% to public entities and private enterprises for the purchase of equipment and fellowship payments to research personnel.
  SENACYT's last open call to universities, polytechnics, and research groups was held in 2008, and targeted research projects in six strategic areas (human development, energy, agricultural development, environment, natural resources, and information and communications technology).  As a result, 68 projects were approved and led to total disbursements of US$59.8 million.  These projects generated investment of US$9.4 million in 2008, US$26 million in 2009, and US$16 million in 2010.

(d) Other

112. According to its WTO notifications, Ecuador has not provided domestic support to its agricultural producers since 2006, except for a US$103 million subsidy for the purchase of agrichemical inputs through the Socio Siembra programme for the years 2008 and 2009.
  Domestic producers of bananas are supported by a minimum support price to be observed by exporters (section (3)(ii)), but it seems that banana exporters sometimes pay less than the statutory price, since Ecuador always produces more than it can export.

113. Under a Programme for the Renovation of the Automobile Park (RENOVA, Chapter IV(5)(i)), imports of 11,425 completely knocked down kits of public transport vehicles (e.g. vans, trucks, buses, and passenger vehicles) were allowed duty‑free entry between 2007 and end‑September 2010.  In addition, domestic car assembly operators committed to sell their vehicles destined for public transport of persons and goods at pre‑set prices.
  Concessional loans to finance the purchase of these vehicles was provided by CFN, at a rate of 9%.  Between 2008 and 2010, US$80.8 million were disbursed to implement the RENOVA Programme, aimed at eliminating vehicles that had been in use for more than 30 years.

114. Subsidies are allocated through a reduced pricing policy affecting basic foodstuffs and public utilities (section (iii)(b)).  The authorities indicated that subsidized preferential rates/prices for fuel and electricity are applied horizontally, i.e. they are spread across the entire population rather than directed to specific activities;  between 2006 and 2010 the cost of fuel price subsidization (selling price much lower than purchase/import price) ranged from US$1.3 billion (2009) to US$2.1 billion (2010).  Electricity tariffs for the lowest‑energy residential users, and agricultural, industrial, and commercial activities have been cross‑subsidized partly through higher rates for larger residential consumers (e.g. US$0.089‑US$0.095/kwh depending on the company) (Chapter IV(4)(ii) and Table IV.5);  the budgetary costs of subsidized electricity pricing were US$259.3 million in 2009 and US$255.8 million in 2010.

115. The December 2010 Organic Code of Production, Trade and Investment establishes a comprehensive framework for the development of micro, small, and medium‑size enterprises (MIPYMES).
  The Code defines MIPYMES and requires that government procurement practices under the SNCP (section (2)(ix)) are used to support their activities.
  Support for MIPYMES is aimed, inter alia, at closing the productivity and export capacity gaps between companies and sectors, and integrating/inserting their growing labour force to the formal labour market.
  It is provided in the form of programmes to finance pre‑investment activities (e.g. diagnostic projects), production‑related infrastructure, and technical assistance;  public investment in these programmes exceeded US$250 million in 2010.  In 2011, a single register was established for micro and SMEs (RUM), and a National Guarantee Fund is envisaged to facilitate access to credit.
  No data were available on the contribution of MIPYMES in GDP, total employment, or foreign trade.

116. Under the 2010 Agenda for the Productive Transformation (ATP)
, three new programmes were established for enterprises in the 14 priority sectors (section (i)(c)).
  The EmprendEcuador programme is to support 240 enterprises to become medium‑sized firms by providing them with start‑up capital up to an amount of US$50,000.  The CreEcuador programme is to invest temporarily in activities where investment is much needed to increase production and production‑related infrastructure.  The InnovaEcuador programme is to invest up to US$300,000 for the use of high‑impact technology by firms in the priority sectors.

117. Innovation policies and technology are seen as the pillars of systemic and international competitiveness.
  In recent years, the authorities have tripled public investment in research and development;  currently at 0.44% of GDP, they intend to raise it to 1% of GDP by 2013.  Only 39% of Ecuador's non‑oil exports involve manufactures;  under the ATP (Chapter II(2) and (5)), the authorities aim to raise this share to 50% by 2013, through innovation and productivity improvements.
(iii) Competition, price, and consumer protection policy

(a) Competition policy

118. Under the 2008 Constitution, the State can regulate, control, and intervene in exchange and economic transactions whenever necessary;  it can impose punishments for the exploitation, profiteering, monopolization, speculative intermediation of goods and services, as well as all forms of damage to economic rights and the public and collective good.
  The State can also set a price policy to protect the national production, and establish sanction mechanisms to avoid any monopoly or oligopoly practice
, abuse of dominant position, and other practices of unfair competition.  The 2008 Constitution allows the State to control strategic areas of the economy, such as telecommunications, natural resources, transport, hydrocarbon refining, the radio spectrum, and water, among others, thus explicitly excluding these activities from any competition rules.
  Moreover, subsequent legislation to be passed in the course of 2011 (see below) can expand the exemptions to areas considered as strategic.  The authorities indicated that state‑owned enterprises are subject to competition rules.

119. The Andean Community's legal framework (Decisions 608 and 616 below) and Executive Decree 1614‑2009 constitute the sole comprehensive set of rules for implementing competition policy at national level.  No changes were made to the domestic laws that contain general provisions on competition policy during the review period.  Although a variety of domestic laws address general competition issues, no single comprehensive competition law exists.  The Foreign Trade and Investment Law prohibits any practices or arrangements that restrict free competition.  The Law on Companies prohibits the establishment of companies "that tend towards monopoly of the means of subsistence or of a branch of an industry by means of trade practices directed towards that end".
  A number of sectoral laws also contain provisions on competition policy.

120. No significant national antitrust laws are in place.  The exception to the general lack of antitrust regulation is in transport, where the Transit and Ground Transport Law specifically prohibits any company from operating a service that transports both passengers and cargo.  In July 2011, a draft Law on Control of Market Power was about to be sent to the National Assembly.  It provides for the establishment of an autonomous Superintendency of Control of Market Power, control of anti‑competitive economic concentration, and prohibition of and penalties for abuse of dominant position, arrangements restricting competition, and unfair competition practices/behaviour.  The law is to be passed during 2011.
  In the meantime, the Andean Community antitrust rules (Decision 608, see below) are in force.

121. Mergers are treated as operational acts between companies.
  The legislation applies equally to mergers of companies within the same industry as to mergers of companies in different industries.  Prior to a merger, one or both of the companies must approve their dissolution(s) and vote for the merger in an extraordinary general meeting of shareholders.  A judge or the head of the Superintendency of Companies must publicly certify a merger.  Little precedent exists for court cases in this area.  During the review period, major mergers took place in state‑controlled activities, e.g. telecommunications.  
122. In line with relevant constitutional provisions, in November 2008, the authorities intended to establish a commission to investigate media oligopolies and monopolies
;  a government‑sponsored audit of radio‑station concessions stated that numerous frequencies had been handed out illegally and would be returned to the State.
  No information on progress in this respect (i.e. commission, frequencies) was available from the authorities.

123. Competition policy forms part of the MIPRO portfolio.  Since 27 March 2009 MIPRO's Directorate of Competition of the Under‑Secretariat of Competition and Consumer Protection has been the investigating authority in competition matters, and has undertaken some sectoral studies (e.g. pharmaceuticals, section (b)).  The authorities indicated that its staff is well qualified and subject to ongoing training by similar foreign agencies (e.g. in the United States, Spain).
  In some cases, sectoral legislation provides for the establishment of regulatory bodies with responsibilities in the area of competition policy (e.g. telecommunications).
  Nevertheless, the lack of a specialist body responsible for implementing the full range of general competition policy provisions in various laws could make it difficult to enforce them.  In 2010, acquittals were issued for an insurance‑related case (SOAT), and two price‑fixing practices by a domestic airline (LAN Ecuador);  punitive action was taken against the pharmaceuticals company Pfizer for anti‑competitive conduct.  In July 2011, 18 cases were open or under preliminary investigation by Ecuador's competition policy authority.

124. Within the Andean Community framework, Ecuador is signatory to Decision 608, which applies where practices affect competition in more than one member country
;  as from 2009, this regulatory framework has also applied to domestic competition matters.  The Decision seeks notably to prevent or correct distortions to competition resulting from concerted restrictive practices or abuse of dominant position, including:  price fixing;  limitations on production, distribution, exports, imports, technical development, and investments;  market‑sharing arrangements;  the non‑supply of inputs to companies also competing for the market of the end‑product;  and making the conclusion of contracts subject to the acceptance of additional obligations.  Decision 608 does not cover mergers.  Its implementation is the responsibility of the General Secretariat of the Andean Community, which has the authority to conduct investigations at the request of member countries or affected companies.
(b) Price policy

125. The 2008 Constitution provides for a price policy.  The Organic Law on Consumer Protection authorizes the President of the Republic, "in exceptional cases", to control temporarily the prices of goods and services.  The President may exercise this authority, inter alia, "when the country's economic situation has given rise to an unjustified increase in prices".
  All prices controlled under this law must be reviewed every six months or whenever an interested party so requests.  The same law requires that, in fixing prices, consideration be given to the effects that the control measure might have on supply.

126. As from 2007, Ecuador has somewhat intensified price‑setting actions for certain sensitive consumer items and public utilities;  implementing this policy required the use of subsidies.
  The authorities indicated that in order to cope with the 2008 rise in world prices of commodities, the prices of basic foods like milk, wheat flour, rice, and agrichemicals were fixed temporarily;  there has been no price fixing for these items since 2008.  Between August and October 2008, the Government also set maximum prices for noodles, sugar, tuna, vegetable oil, oats, and chicken.
  Prior to 2007, bananas, coffee, cocoa, fuels, and pharmaceuticals had controlled prices.  Electricity and telephone tariffs remain subject to official price controls (section (ii)(c)).  By contrast, all cooking gas, diesel, petrol, and public transport remain subsidized.  Petrol wholesalers, retailers, and distributors earn a maximum combined gross profit of 13%, lowered from 18% in 2003.  Medicine prices have been frozen since 2005;  the Ministry of Public Health sets prices for new medicines as they enter the market.
  No comprehensive data were available from the authorities on the operation and annual budgetary costs of subsidies discussed in this paragraph and used to support Ecuador's price policy since 2005.

127. Although no studies have been conducted on the level of competition in the Ecuadorian economy, 16 market studies were prepared in 2009, mainly by the Consumer Defence Directorate (DIDECO);  most of these studies targeted price developments in the domestic market for beef, bread, table salt, sugar, maternity milk, medicines, and automotive spare parts.

(c) Consumer protection

128. The Organic Law on Consumer Defence sets basic consumer rights, vendor's obligations, basic product information requirements (e.g. labelling content), credit facilities rules, judicial procedures, and penalties.  The Law prohibits certain types of advertisement and sale practices.
  As from 2009, MIPRO's Under‑Secretariat of Competition, particularly DIDECO, has been entrusted with consumer protection matters.
  DIDECO provides assistance to consumers online or by free phone calls.  Since 2009, DIDECO has dealt with 473 complaints relating to breach of warranty, display of retail prices, unsolicited services, billing for excessive consumption, misleading advertising, and prohibited practices affecting telecommunications, electrical appliances, automotive products, tourism, finance, health, food, and air transport.

(iv) State‑owned entities

129. The 2008 Constitution seems to have reversed past privatization intentions and put more emphasis on state intervention in strategic economic activities.
  The Constitution requires state‑owned enterprises to be established to ensure the management of strategic sectors, the provision of public services, the sustainable use of natural resources or public goods, and development of other economic activities.
  It also allows for concessions in strategic sectors to so‑called mixed companies where the State holds a majority stake, although these provisions may be sidestepped in exceptional situations
, where private sector or "popular and solidarity economy" enterprises may be involved in accordance with the provisions of the relevant law.  Past privatization efforts (Chapter IV(6)(i)) were reflected in the Law on Modernisation of the State and the Economic Transformation Law;  these laws were repealed.

130. The authorities indicated that in past decades, there has been a weakening of the role of the State, underpinned by a privatization trend;  this process distorted the notion of public‑good, and deepened social inequality.  Under the National Plan for Good Living (Chapter II(2) and (5)), the State is to guarantee the proper functioning of the market, and has a privileged role in the distribution and universal provision of a range of goods and public services.  In line with this objective, the Government has undertaken a process to recover and strengthen the State's capabilities in planning, regulation, control, and redistribution of wealth.  According to the authorities, the repositioning of the State's role in the economy and the strengthening of its institutions set the right conditions for economic expansion.  The definition of priorities and a development strategy, pave the way for changing Ecuador production pattern and for reaching the objectives of the "Good Life".  Public investment (Chapter I(1), (2), and (3)(ii)) is a key element for Ecuador's development, especially investment directed into strategic sectors and public infrastructure, a main requirement for expanding the production and quality of goods and services.

131. The Organic Law on Public Enterprises, passed in 2009
, aims, inter alia, at ensuring compliance of public enterprises with the objectives set by the State, as well as regulating their economic, financial, administrative, and managerial autonomy.  It creates the legal framework for the State to establish support, subsidies or other temporary advantages for the benefit of certain economic and social sectors.  Under the Law, public enterprises are urged to generate profits through their economic activities.  To expand, they must have access to advanced technologies and achieve productivity goals in all areas of their operations.  Public enterprises benefit from the same tax status available to the public sector, including income tax exemption, and IVA reimbursement on purchases of local or imported goods and services.
  The law also deals with mergers and liquidations of public enterprises as well as specific issues affecting certain public enterprises, e.g. in the electricity and telecommunications sectors.

132. State involvement in the production and trade of goods and services remains significant and is being strengthened (e.g. in telecommunications, natural resources) as a result of constitutional and legislative changes.
  In July 2011 there were 299 state‑owned companies (including 185 municipal firms), including PETROECUADOR, FLOPEC and TAME (Chapter IV(4)(i) and 6(v)).  The State was also a shareholder in other companies operating in very diverse sectors, including cement, electricity, telecommunications, broadcasting, transportation, tourism, financial services, mining, oil refining, water and sewage, agricultural products, and miscellaneous manufactures (e.g. pharmaceuticals).  Financial transfers to state‑owned enterprises were budgeted at not less than US$63.5 million for 2011.
  Between 2006 and 2010, exports by state‑owned entities rose from US$29.6 million to US$9.5 billion;  the main exporting entities in 2010 were PETROECUADOR, TAME, the BNF, and ECUDOS (sugar refinery).  Imports by public entities also increased, from US$249.2 million to US$1.7 billion;  the main importing entities were PETROECUADOR, FLOPEC, and the electricity company CELEC.  No data were available from the authorities on the contribution of state‑owned enterprises to GDP or employment.

133. According to its WTO notification, Ecuador does not consider that it has maintained any state‑trading enterprises corresponding to the relevant WTO definitions since 1996.
  In the context of the present review, the authorities reiterated that no state‑owned or private companies enjoy exclusive privileges that affect the level or direction of imports or exports.
(v) Intellectual property rights

134. Since its last Review, Ecuador has not changed its international commitments on the protection of intellectual property rights (IPRs);  it participates in 9 out of 24 treaties administered by the WIPO.
  The authorities indicated that Ecuador's status as a developing country and a beneficiary/user of intellectual property from developed countries provide no reason for undertaking additional international commitments in this area.

135. The 2008 Constitution reinforced protection of IPR (particularly domestic IPR) by prohibiting all forms of appropriation of collective knowledge in the areas of science, technology, and ancestral knowledge;  it also prohibited the appropriation of resources containing genetic biodiversity and agri‑biodiversity.
  No other changes were made to Ecuador's legal framework on IPRs during the review period.
  The Law on Intellectual Property of 1998 and its regulations govern intellectual and industrial property rights.
  According to the authorities, the minimum IPR protection under the Law on Intellectual Property are very extensive compared with those required by the WTO TRIPS Agreement.  Industrial property protection is also regulated by Andean Community Decisions.  The relevant Andean Community Decisions are now implemented in all the countries of the sub‑region, and supersede conflicting national regulations.  Furthermore, the authorities consider that the Andean Community Common Intellectual Property Regime allows the IPR system to be used as a "people development" mechanism, in line with the flexibilities available under the TRIPS Agreement.

136. Ecuador has notified and replied to questions on its IPR legislation, but it has not submitted any WTO notifications in this area since 2004.  During the review period, Ecuador participated actively in the work of the TRIPS Council, in particular the annual review of the 30 August 2003 Decision on the implementation of paragraph 6 of the Doha Declaration on the TRIPs Agreement and Public Health.
  It benefited from technical assistance on IPRs provided by WIPO and OECS, including on bio‑piracy matters.

137. In 2009, the Ecuadorian Intellectual Property Institute (IEPI), which handles patent, plant breeding, trade mark, and copyright registrations as well as enforcement procedures, eliminated its backlog of applications for trade mark registration and reduced the standard time to register a trade mark from two years to three months.  All its trade mark and patent archives have been digitized, and IEPI is working to fully digitize the application process.
(b) Industrial property

Patents

138. Ecuador's IP law grants patent protection for products or processes for 20 years from the date of filing, and non‑renewable.  Industrial designs and models have a ten‑year term of protection.  In infringement cases, the burden of proof lies with the alleged infringer.

139. Several patent‑related concerns seem to relate to branded pharmaceuticals.  Ecuador continues to approve the commercialization of new drugs that are the bioequivalent of patented drugs, thereby denying the originator companies effective patent protection for innovative drugs.  A modification to the Health Code in late 2006 permits the granting of sanitary registrations without regard to whether a medication is patented;  the authorities clarified that:  a sanitary registration does not constitute a guarantee for the marketing of an item, linking sanitary registration and the Intellectual Property Office is not a TRIPS commitment, and two different branches of law (public and private) are involved.  Under the 2000 Law on Production, Import, Marketing and Sale of Generic Drugs for Human Use and its 2005 Codification, government entities must buy only generic drugs, and drugstore gross profit margins on branded medicines were lowered to 20%, while the margins for generic drugs were maintained at 25%
;  furthermore national pharmaceutical firms must produce at least 20% of generic drugs, and drugstores are required to devote a certain percentage of shelf space to generic pharmaceuticals.
Compulsory licensing

140. Article 154 of the IP law and Andean Community Decision 486 set the conditions for granting a compulsory licence.
  The President may submit a patent for compulsory licensing for reasons of public interest, emergencies or national security, while recognizing the owner's rights, including the right to royalty payments.  The IEPI may authorize compulsory licences in cases that have been judicially declared contrary to free competition, particularly those that involve abuse of market dominance on the part of a patent holder.

141. In 2009, two decrees, one of which invoked the relevant provisions of the Article 31 of the TRIPS Agreement and the 2001 Doha Declaration on TRIPS and Public Health, allowed for the issue of compulsory licences for medicines and agrichemicals.
  The IEPI Resolution 10‑04 P‑IEPI issued on 15 January 2010, provides details of the process and requirements for obtaining compulsory licences for patented pharmaceutical products.  In April 2010, IEPI Resolution No. 000001 DNPI IEPI (Compulsory Licence) specified that the licence is for the manufacture, offering for sale, sale or use of the product, and its importation for these purposes, and that it is intended for non‑commercial public use (i.e., public hospitals).  In June 2010, Ecuador informed extensively the WTO TRIPS Council of the developments relating to pharmaceuticals.
  Similar regulations are being developed for agrichemicals.  These interventions were on the grounds of national‑health interests;  they are expected to lead primarily to lower prices for medicines and agrichemicals, but also increase local production.  The authorities indicated that the state‑owned National Pharmaceutical Company (Enfarma) is among other applicants for compulsory licences.  Only one compulsory licensing agreement has been signed (as at December 2010), to produce ritonavir, an anti‑retroviral drug to combat the HIV/AIDS virus.  This compulsory licence was granted on 14 April 2010 to Eskegroup SA, the local distributor for Cipla, an Indian generic pharmaceutical producer, for the time that was left on the patent, i.e. until 30 November 2014.
  Eskegroup will pay royalties to Abbott Laboratories (the owner of the patent) for use of the compulsory licence.  The compulsory licence has already yielded savings to the Government:  the Ministry of Health has made a purchase of lopinavir and ritonavir, which could show a US$150,000 discount on the original offer.
Parallel imports

142. During the review period Ecuador has not used the system of parallel imports.  Similarly to all Andean Community countries, patent protection does not include the right to prevent third parties from trading a patented product after that product has been introduced in the market of any Andean Community country by the patent holder or by another person with his consent or economically connected with him.
  Where the patent protects a biological material capable of being reproduced, the patent does not extend to the biological material obtained by reproduction, multiplication or propagation of the material, provided that this was necessary to use the material in accordance with the purposes for which it was introduced in trade, and that the material so obtained is not used for multiplication or propagation purposes.  

Trade marks

143. The IPR law and the Andean Community rules provide protection for well‑known trade marks.  Trade mark registration is permitted for renewable ten‑year periods and may be renewed from six months prior to expiry until six months.  A trade mark registration may be cancelled without the consent of the trade mark owner if it is not used for a period of three years.  According to the IEPI, at present there are fewer registrations of unauthorized copies of well‑known trade marks.

(c) Copyright

144. Printed and recorded works are protected under the IPR law for the life of the author plus 70 years, non‑renewable.  Computer programs and software are also protected.  Copyright registration is not compulsory.  Under the 2010 Organic Law on Higher Education software distribution companies must grant preferential tariffs for programs subject to compulsory licensing used by higher education institutions for study purposes;  higher education institutions are required to incorporate the free use of software in their programmes.

(d) Enforcement

145. Ecuador views combating piracy and counterfeiting as a legitimate objective, but saw IPR enforcement as a tool for development that should be limited to the commitments under the TRIPS Agreement.  It is of the view that more should be done against bio‑piracy in the multilateral trading sphere.

146. Despite a relatively comprehensive legal framework and IEPI's efforts, enforcement against IPRs infringement remains a challenge.
  According to the authorities, this is due to the lack of initiative of the vast majority of rights holders in launching legal or administrative actions;  for example, no rights holders participated in the IEPI's 27 film copyright protection actions.  There is local trade in pirated audio and video recordings, computer software, and counterfeit activity of brand name apparel.  According to a May 2010 study by the BSA and IDC, software piracy in Ecuador was estimated at 67% in 2009, up 1 percentage point from 2008
;  this was the sixth lowest piracy rate in Latin America, although 4 percentage points higher than the average in the Latin American region.  The study estimated that the commercial value of the pirated goods surged from US$35 million to US$65 million, equivalent to 1% of the value of pirated goods in Latin America.

147. The national police and the SENAE are responsible for carrying out IPR enforcement orders, but it has sometimes been difficult to have court orders enforced.  Between 2007 and April 2011, more than 1,000 border enforcement operations took place;  most were undertaken ex officio in the absence of the rights holders concerned (due to their apparent lack of interest), thus complicating IEPI's and SENAE's task in determining the IPR infringement.  Most border enforcement action concerns copyright infringement;  for example, in 2010, out of a total of 189 cases 104 were copyright violations.  IEPI may take enforcement actions through an administrative process that can result in sanctions and/or interception of counterfeit goods by SENAE.  IEPI administrative actions have averaged 50 cases per year since 2005;  most were initiated upon request of the rights holders.  Since 2010, the IEPI has taken ex officio action to identify and fight major marketing channels for illegal copies of audiovisual products.  Following a joint raid with the SRI, 165 shops selling counterfeit or pirated goods were closed in mid‑2011.

148. Under its Strategic Plan against Piracy, the IEPI has taken action to reduce copyright piracy since 2009.  The plan includes public‑awareness‑raising campaigns, and dissemination of information on IPRs issues to public‑ and private‑sector entities;  its activities include participation in various fairs and events.  The Ecuador Original Campaign is, inter alia, aimed at raising awareness of the effects of purchasing illegally produced goods.  The Ecuador Creates Campaign is directed at all stakeholders, and emphasizes the citizen's role in protecting IPRs as an element of economic and social development of the country.  Furthermore, the IEPI has provided copyright‑related training adjusted to the needs of government entities such as the Judicial Police, the Attorney General's Office, and SENAE.  As a result of increased awareness, copyright registrations rose from 2,473 in 2009 to 3,508 in 2010;  similarly, requests for copyright‑related action increased progressively from 6 in 2005 to 42 in 2010.

149. The courts are the usual forum for settling disputes, despite the existence of the Intellectual Property Committee.  This court, specifically designed for IPRs disputes, seeks to reach an agreement rather than to send the case to the civil/criminal courts.  Arbitration organizations, such as those set up by the Chamber of Commerce, also handle cases.  Penalties and fines are particularly low;  the authorities indicated that they are being revised.  Violators of rights may face prison terms of three months to three years, and fines from US$1,314 to US$13,145;  for illegal use of commercial name penalties are prison terms of one month to two years, and fines of US$657 to US$6,572.  Between 2005 and 2010, fines imposed for copyrights violations totalled US$53,330;  the proceeds were used to finance IEPI's activities.

� The customs regime is now based on the December 2010 Organic Code of Production, Trade and Investment;  it is also governed by a number of decisions adopted by the members of the Andean Community, including customs control, intra-community customs cooperation and information exchange, training for customs authorities, and trade facilitation.  The Foreign Trade and Investment Council (COMEXI) frames policy on import and export procedures, "in coordination with the Ministry of Finance and Public Credit".  Implementation of customs policy is the responsibility of the SENAE, which was administered by the Armed Forces from 2003 to 2005.  For more information on registration, documentation, and customs clearance procedures, see WTO document WT/TPR/S/148/Rev.1, 25 July 2005;  SENAE information online.  Viewed at:  http://www.aduana.gov.ec/;  and Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� SENAE online information, "Procedimientos para importar".  Viewed at:  http://www.aduana.gob.ec/contenido/procImportar.html [10 November 2010];  and U.S. Commercial Service (2010).


� World Customs Organization online information, "WCO Support Ecuador Customs in planning for implementation of AEO Programme September 2010".  Viewed at:  http://www.wcoomd.org/home_�cboverviewboxes_cbnews1_ecuador16072010.htm [10 November 2010];  and WCO (2007).


� WTO document WT/TPR/S/148/Rev.1, 25 July 2005;  and U.S. Commercial Service (2010).


� SENAE online information, "Estadísticas de Recaudaciones:  Por Distrito".  Viewed at:  http://157.100.155.211/contenido/sig_cae/estadisticas/estadisticas.asp.


� Presidential Decree No. 758, Regulation on the Customs Facilitation Title of Book V of the Code of Production, Trade and Investment, 6 May 2011.  Executive or Presidential Decrees may be viewed at Information System for Democratic Governance (SIGOB) online information, "Sistema de Información de Decretos Presidenciales".  Viewed at:  http://www.sigob.gov.ec/decretos/.


� Presidential Decree No. 285, 18 March 2010.


� According to the authorities, clearance took an average of 11.6 days in December 2004 (WTO document WT/TPR/S/148/Rev.1, 25 July 2005).


� World Bank and International Finance Corporation (2010).


� World Bank and International Finance Corporation (2010).


� Since November 2009 an agreement between SENAE and the Ministry of Defence provides for the allocation of financial resources to the army for its support for anti-smuggling operations (El Universo, "Armada se atribuye la captura de contrabando", 25 June 2010.  Viewed at:  http://www.eluniverso.com/�2010/06/25/1/1447/armada-atribuye-captura-contrabando.html?p=1447&m=1704 [10 November 2010]).


� El Universo, "Decomiso de cargas por contrabando sube 129%", 8 October 2009.  Viewed at:  http://www.eluniverso.com/2009/10/08/1/1356/decomiso-cargas-contrabando-sube.html [10 November 2010];  and U.S. Commercial Service (2010).


� From January 1998 until 2008, pre-shipment inspection was mandatory for all goods with a f.o.b. value of more than US$4,000, regardless of origin.


� Andean Community Decision No. 571 of 12 December 2003;  and Andean Community General Secretariat, Resolution No. 846 of 6 August 2004.


� WTO document WT/Let/72, 11 April 1996.


� WTO documents G/VAL/N/1/ECU/1, 28 August 1995;  and G/VAL/N/1/ECU/2 and Rev.1, 1 March 1996.


� WTO document G/VAL/5, 13 October 1995.


� WTO document WT/Let/72, 11 April 1996.


� Andean Community General Secretariat Resolution No. 846, Article 45.


� WTO documents G/RO/N/1, 9 May 1995;  and G/RO/N/12, 1 October 1996.


� Andean Community Decisions Nos. 416 and 417 of 30 July 1997.


� Andean Community Decision No. 417, Article 1.


� LAIA Resolution No. 252, 4 August 1999.


� Andean Community Decision No. 653, 15 November 2006, updating the NANDINA nomenclature.


� In 2008, the trade�weighted average tariff rate was 8.9% (14.8% for agricultural and 8.3% for non�agricultural items) (WTO online information, "Statistics database:  Tariff profiles".  Viewed at:  http://stat.wto.org/TariffProfile/WSDBTariffPFView.aspx?Language=E&Country=EC).  Between 2006 and 2010 the average collected tariff, which is the percentage deriving from the tariff revenue/total value of imported goods ratio, ranged from 4.2% (2008) to 6.1% (2009).


� WTO document G/MA/IDB/2/Rev.31, 27 April 2010.


� The 2005 Customs tariff consisted of 13 ad valorem rates:  zero, 3%, 5%, 10%, 15%, 20%, 35%, 36%, 38%, 40%, 45%, 72%, and 85.5%.


� The Customs tariff contains 171 ten-digit tariff lines with an additional four digits (i.e. a total of 14 digits) in order to cover multiple duty rates depending on the detailed product description under the same ten-digit line (i.e. sub-lines under the same line).  For its tariff analysis calculations in this report, the WTO Secretariat considered these lines as a single line, and used simple averages of all rates under each line of this type.


� Ecuador may defer applying the common external tariff to the tariff lines listed in Annexes 2, 3, and 4 of Andean Community Decision No. 465.  In October 2002, Ecuador and the other members of the Andean Community agreed on a common external tariff for 62% of the tariff lines.  However, the entry into force of the common external tariff has been postponed repeatedly;  its latest postponement expires at end 2011 (Andean Community Decision No. 717, 8 September 2009).


� According to the Customs tariff supplied by the Ecuadorian authorities for the preparation of this TPR, the ad valorem rates consist of:  zero, 3%, 5%, 7.5%, 10%, 15%, 17%, 20%, 25%, 30%, 31.5%, 35%, 40%, 45%, 54%, 67.5%, and 85.5%.  The ten compound duties comprise the following rates:  US$140.32 per unit plus 5% ad valorem;  US$158.14 per unit plus 5% ad valorem;  US$3 per unit plus 10% ad valorem;  US$39.97 per unit plus 5% ad valorem;  US$0.14 per net weight plus 5% ad valorem;  US$5.5 per net weight depending on the item plus 10% ad valorem;  US$6 per unit plus 10% ad valorem;  US$73.11 per unit plus 5% ad valorem;  US$0.63 per net weight plus 1% ad valorem;  and US$0.83 per net weight plus 1% ad valorem.


� COMEXI Resolution No. 550, 23 February 2010.


� WTO document G/C/W/639, 18 November 2010.


� COMEXI online information, "Reforma Arancelaria:  Arancel Nacional Integrado".  Viewed at:  http://comexi.gob.ec/reforma_arancelaria.shtml;  and "Cuadro Reformas Arancelarias".  Viewed at:  http://comexi.gob.ec/docs/reformas1.pdf. [4 January 2011].


� El Universo, "El incremento de arancel del 5% se extiende a casi todos los vehículos", 23 December 2010.  Viewed at:  http://www.eluniverso.com/2010/12/23/1/1356/incremento-arancel-5-extiende-casi-todos-vehiculos.html [8 June 2011].


� CAN online information, "Desarrollo Productivo y Comercial:  Franja de Precios".  Viewed at:  http//www.comunidadandina.org/politicas/franja.htm.


� The authorities consider that Ecuador did not undertake to dismantle the Andean system of price bands at the time of its WTO accession.  They are of the view that this commitment referred to their national tariff adjustment mechanism, which was dismantled in 1996.  They indicated that other trading blocks (e.g. MERCOSUR and the EU) recognize the validity of Ecuador's commitment in the context of the Andean Community.  This issue has also been explained by Ecuador on several occasions, including at its first Trade Policy Review, in the General Council, and other levels of the WTO (WTO document WT/L/77, 14 July 1995).


� Andean Community (2006).


� In 2011, 6,151 (about 85% of the HS07 tariff lines) were comparable.


� In 2005, these included live bovine animals, finishing agents/dye carriers, and motor vehicles for the transport of ten or more persons (WTO document WT/TPR/S/148/Rev.1, 25 July 2005).


� WTO document G/MA/M/53, 7 June 2011.


� WTO documents G/AG/N/ECU/24, 8 February 2010, and G/AG/N/ECU/26, 27 May 2011.


� For more details about these schemes, see WTO document WT/TPR/S/148/Rev.1, 25 July 2005.


� Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� The authorities indicated that Ecuador's Constitutional Court made the opposite ruling (Andean Community Resolution 179, 14 January 1999;  Acción de Incumplimiento 19-AI-99, 2 June 2000).


� Foreign Trade and Investment Law, Article 22.


� Foreign Trade and Investment Law, Article 22.


� Law No. 4, Official Register No. 122, 3 February 1997.


� SENAE online information, "Procedimientos para Importar".  Viewed at:  http://www.aduana.gov.ec/contenido/procImportar.html.


� COMEXI Resolution No. 450, 29 October 2008, and amendments contained in COMEXI Resolutions Nos. 465, 486, 491, 493, 496, 520, 528, 553, 554, and 563 (COMEXI online information, "Resoluciones".  Viewed at:  http://comexi.gob.ec/resoluciones.shtml).


� Court of Justice of the Andean Community Proceso 05-AI-2007;  COMEXI Resolution No. 532, 15 December 2009;  and COMEXI Resolution No. 540, 11 January 2010.


� COMEXI Resolution No. 450, 29 October 2008, and amendments contained in COMEXI Resolutions Nos. 465, 486, 491, 493, 496, 520, 528, 553, 554, and 563 (COMEXI online information, "Resoluciones".  Viewed at:  http://comexi.gob.ec/resoluciones.shtml).


� Presidential Decree 285, 18 March 2010.  Executive or Presidential Decrees may be viewed at SIGOB online information, "Sistema de Información de Decretos Presidenciales".  Viewed at:  http://www.sigob.gov.ec/decretos/.


� WTO documents G/LIC/N/3/ECU/3, 12 October 2009;  and G/LIC/N/3/ECU/3/Add.1, 19 April 2010.


� Presidential Decree No. 733, Regulations implementing Book IV of the Code of Production, Trade and Investment, on matters of trade policy, control bodies and instruments, 11 April 2011;  the relevant sections of the Decree were notified to the WTO (G/ADP/N/1/ECU/3-G/SCM/N/1/ECU/3-G/SG/N/1/ECU/5, 24 May 2011).


� Article 53 of the Presidential Decree No. 733.  The authorities indicated that the staff of a new Directorate of Trade Defence, of the Ministry of Foreign Affairs, Trade and Integration, is receiving specialized training by the WTO Secretariat (since 2010) and other entities from the region.


� In the case of non-member countries, the Andean Community rules cover only imports affecting a member country's production destined for export to another member country, and imports affecting the production of several member countries that require remedial measures to be applied in more than one member country.


� WTO documents WT/TPR/OV/13, 24 November 2010;  and G/ADP/N/209/ECU, 4 March 2011.  


� WTO documents G/ADP/N/59/ECU, 13 April 2000;  G/ADP/N/209/ECU, 4 March 2011;  and G/SCM/N/212/Add.1, 20 October 2010.


� Executive Decree No. 3497 stipulates that any safeguard measure imposed on a product will apply "regardless of the provenance" of the product.  Safeguard measures may take the form of ad valorem or specific duties, or quantitative restrictions, although a preference is expressed for the former.  In the Andean Community system, Decision No. 452 allows safeguards to be applied to imports from outside the Community where the domestic industry of two or more members is affected.  The Andean Community General Secretariat is responsible for conducting safeguards investigations.  Furthermore, under Chapter XI of the Cartagena Agreement, a member country of the Andean Community may apply safeguard measures to imports from other member countries in order to rectify any balance-of-payments disequilibrium;  in the framework of the Andean Trade Liberalization Programme, in the event of currency devaluation;  or when there is evidence of disruption of domestic production.  The Cartagena Agreement also allows Andean Community Members to apply safeguards to certain agricultural products, listed in Decision No. 474.  For more details about legislation in this area, see WTO document WT/TPR/S/148/Rev.1, 25 July 2005.


� Executive Decree No. 3497, Article 327.


� WTO documents G/SG/N/16/ECU/2, 10 March 2006;  G/SG/N/16/ECU/1, 10 March 2006;  G/SG/N/16/ECU/1/Suppl.1, 8 January 2008;  G/SG/N/16/ECU/3, 7 April 2008;  G/SG/N/16/ECU/4, 8 April 2008;  G/SG/N/16/ECU/4/Suppl.1, 9 January 2009;  G/SG/N/6/ECU/8, 26 April 2010;  and G/SG/N/8/ECU/3/Suppl.1, G/SG/N/10/ECU/4/Suppl.1, and G/SG/N/11/ECU/1, 27 October 2010.


� COMEXI Resolution No. 587, 23 September 2010 (COMEXI online information, "Resoluciones".  Viewed at:  http://comexi.gob.ec/reso_docs/resolucion587.pdf).


� Schedule CXXXIII, Part I, Section I-A, contained in WTO documents WT/L/77/Add.1, 20 July 1995;  WT/L/77/Add.1/Corr.1, 2 August 1995;  and WT/L/77/Add.1/Corr.2, 8 August 1995.


� WTO documents G/AG/N/ECU/22, 8 February 2010;  and G/AG/N/ECU/27, 27 May 2011.


� In response to concerns raised during meetings of the WTO Committee on Balance�of�Payment Restrictions, Ecuador agreed to replace most of the quantitative restrictions with price-based measures and to progressively modify the level and scope of the measures as its balance�of�payments (BOP) situation improved.  Ecuador committed initially to remove all trade measures imposed for BOP purposes no later than 22 January 2010.  In line with these commitments, the authorities replaced most, but not all, quantitative restrictions with price-based measures in June 2009.  COMEXI Resolution No. 487 replaced quantitative restrictions on 251 out of a total of 271 tariff lines.  Of the 251 products, 234 were subject to a 12% tariff surcharge in addition to the pre-"safeguard" tariff level;  the remaining 17 items under quota included:  10 automotive products (parts of car assembly kits), with a 3% tariff surcharge;  apples, grapes, and pears, with a 10 cents/kg specific tariff;  and four tariff lines for tyres, which were subject to an 80 cents/kg specific tariff.  On 11 February 2010, Ecuador issued a resolution to phase-out the measures by 23 July 2010 (WTO document WT/BOP/N/77, 27 July 2010 containing COMEXI Resolution No. 580, 22 July 2010).


� WTO document WT/BOP/W/35, 13 October 2010.


� For more details about legislation and institutional arrangements in this area, see WTO documents WT/TPR/S/148/Rev.1, 25 July 2005;  and G/TBT/2/Add.101, 22 June 2009.


� WTO documents G/TBT/W/308, 23 April 2009;  G/TBT/M/47, 5 June 2009;  and G/TBT/2/Add.101, 22 June 2009.


� Presidential Decree No. 756, General Regulation on the Law on the Ecuadorian Quality System, 6 May 2011.  Executive or Presidential Decrees may be viewed at SIGOB online information, "Sistema de Información de Decretos Presidenciales".  Viewed at:  http://www.sigob.gov.ec/decretos/.


� Ecuadorian Quality Control System Law No. 2007-76, published on 22 February 2007.


� The INEN is a member of the International Organization for Standardization and the Pan-American Commission for Technical Standards, an associate member of the Inter-American Accreditation Cooperation and the General Conference on Weights and Measures, a corresponding member of the International Organization of Legal Metrology, and the contact point for the CODEX Alimentarius Commission.  The Ecuadorian Accreditation Agency is an affiliate of the International Laboratories Accreditation Cooperation.


� ICS = International Classification for Standards.


� Decree No. 3497, Articles 209-211.


� Its latest version is contained in CONCAL Resolution 09-2009, Official Register Supplement No. 563, 3 April 2009.


� CONCAL Resolution 10-2009, Official Register Supplement No. 563, 3 April 2009.


� INEN online information.  Viewed at:  http://www.inen.gob.ec/.


� WTO documents G/TBT/21, 2 March 2007;  G/TBT/23, 20 February 2008;  G/TBT/25, 4 March 2009;  and G/TBT/28, 5 February 2010.


� WTO document G/SPS/GEN/982, 12 November 2009.


� For more details about legislation and institutional arrangements as well as procedures in this area, see WTO document WT/TPR/S/148/Rev.1, 25 July 2005.


� WTO document G/SPS/GEN/982, 12 November 2009.


� Article 401 of the 2008 Constitution declares Ecuador free of transgenic crops and seeds;  however, the same article grants the President the exclusive authority to allow imports of agricultural crops and seeds that may have been produced using genetic modification (Organic Law on Food Sovereignty, Official Register Supplement No. 583, 5 May 2009).


� These standards are listed in WTO document WT/TPR/S/148/Rev.1, 25 July 2005, Tables AIII.3 and AIII.4.


� The sanitary standards applying to trade between members of the Andean Community are set out in Cartagena Agreement Board Resolution No. 347, 18 February 1997.  The standards for imports from outside the Andean Community are contained in Cartagena Agreement Board Resolution No. 449, 23 January 1997.


� Andean Community Decision No. 436, 11 June 1998;  and Andean Community General Secretariat Resolution No. 630.


� General Regulation of the Law on Animal Health, Article 14;  and Regulation of the Law on Plant Health, Article 4.


� COMEXI Resolution No. 183, Annex IV.


� WTO document G/SPS/53, 3 May 2010.


� In October 2010, INCOP was granted the Joseph Francois Robert Marcello Award of the Inter�American Network on Government Procurement (RICG);  the jury included representatives of the Inter�American Development Bank, the Organization of American States, and the Canadian International Development Agency (RICG online information, "News".  Viewed at:  http://www.ricg.org/en/forms/�display_news.aspx;  and INCOP online information, "Reconocimiento internacional al Ecuador en materia de liderazgo en compras públicas".  Viewed at:  http://www.compraspublicas.gov.ec/index.php?option=com_�myblog&show=Reconocimiento-internacional-al-Ecuador-en-materia-de-liderazgo-en-compras-pAoblicas.html&Itemid=163 [20 January 2011]).


� INCOP (2010a).


� Organic Law of the National Public Procurement System, Official Register Supplement No. 395, 4 August 2008.


� INCOP (2010a).


� Article 34 of Organic Law of Public Enterprises, Official Register Supplement No. 48, 16 October 2009.


� The authorities indicated that the 2009/10 drop in the number of qualified suppliers is because of their lack of compliance with existing norms.


� In order for a company (even an Ecuadorian branch of a foreign company) to qualify as a state supplier or competent bidder, it must submit a list of shareholders, stakeholders, or affiliates.  If any of them is a corporate entity domiciled in a "tax haven", the bidder or supplier will be disqualified immediately from any bidding process.  Branches must present a list of their headquarters' shareholders;  the authorities indicated that this measure was taken to minimize the number of contracts awarded to firms where relatives of State officials are involved.


� As of 31 December 2010, the Online Purchase Catalogue contained 2,351 product lines in six major categories:  motor vehicles;  office supplies;  printing equipment;  computer equipment;  cleaning supplies;  and support products for the disabled.  Periodically, INCOP selects suppliers of goods and services contained in the Online Purchase Catalogue.  A framework agreement between these suppliers and INCOP commits the former to meet the agreed price, quality, place of delivery, and guarantees of the supply;  in May 2011, 94 suppliers had signed this type of agreement (Articles 43 and 47 of the Organic Law of the National Public Procurement System, Official Register Supplement No. 395, 4 August 2008).


� Article 2 of the Organic Law of the National Public Procurement System, Official Register Supplement No. 395, 4 August 2008;  and General Regulation of the Organic Law of the National System of Public Procurement, Official Register No. 230, 7 July 2010.


� INCOP (2010a).


� INCOP (2010a).


� Although there is no formal discrimination against foreign suppliers, Articles 25 and 52 of the 2008 Public Procurement Law establishes that INCOP should set criteria for minimum participation by local suppliers.


� Micro enterprise (1-9 employees, sales or gross income less than US$100,000, assets up to US$100,000);  small enterprise (10-49 employees, sales or gross income ranging from US$100,000 to less US$1 million, assets from US$100,001 to US$750,000);  and medium enterprise (50�159 employees, sales or gross income ranging from US$1 million to US$5 million, assets from US$750,001 to US$4 million) (INCOP online information, "Margen de Preferencia Producción Nacional", 27 January 2009.  Viewed at:  http://www.compraspublicas.gob.ec/index.php?option=com_content&task=view&id=183&Itemid=102 [20 January 2011];  and INCOP (2010b).


� INCOP (2010a).


� The 2008 Law eliminated the requirement for contract awardees to obtain approval from the Attorney General and the Controller prior to being awarded a government contract.


� Article 102 of the 2010 Organic Code of Production, Trade and Investment.


� WTO document G/TRIMS/N/2/Rev.20, 3 September 2010.


� WTO documents G/TRIMS/N/1/ECU/1, 2 April 1996, and WT/TPR/S/148/Rev.1, 25 July 2005.


� Andean Community Resolution 323, 26 November 1999.


� Central Bank of Ecuador online information, "Comercio Exterior".  Viewed http://www.portal.bce.fin.ec/vto_bueno/ComercioExterior.jsp [22 January 2011].


� COMEXI Resolutions Nos. 400 and 402, 13 September 2007;  and SENAE online information, "Procedimientos para Exportar desde Ecuador".  Viewed at:  http://www.aduana.gov.ec/contenido/�procExportar.html [24 January 2011].


� Prior authorization is required for exports of roundwood and specimens of wild flora and fauna and their products, for environmental protection purposes.  For exports of coffee and cocoa, a quality certificate is issued by the National Coffee Board (COFENAC) or the National Association of Cocoa Exporters.  Certificates of origin are issued by MIPRO, the Ecuadorian Export Federation (FEDEXPOR) or the chambers of commerce or industry designated by MIPRO.  For more details, see WT/TPR/S/148/Rev.1, 25 July 2005.


� Law 120, Official Register Supplement No. 378, 7 August 1998;  and Agreement 204, Official Register Supplement No. 273, 7 September 2010.  Viewed at:  http://www.corpecuador.gov.ec/descarga/�LeydeCreacion.pdf;  and http://www.derechoecuador.com/index.php?=com_content&task=view&id=5729&�Itemid=597 [24 January 2011].


� Special Law on the Coffee Sector, Article 8, Official Register No. 657, 20 March 1995.


� Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� Law to Promote and Control the Production and Marketing of Bananas, Plantains (Barraganete), and related Musaceas Plants Destined for Exportation, and its implementing regulations.


� Law No. 79, Official Register No. 93, 2 October 1981.


� Special Law on the Coffee Sector, and Executive Decree No. 2855, Official Register No. 736, 12 July 1995.


� Executive Decree No. 1720-A, Official Register No. 369, 2 July 2004.


� Agreement 105, 26 June 2008, Official Register No. 385, 21 July 2008.  Viewed at:  http://www.derechoecuador.com/index.php?option=com_content&task=view&id=4586#N105;  and Agreement 091, 3 June 2008, Official Register No. 364, 20 June 2008.  Viewed at:  http://www.derechoecuador.com/index.php?option=com_content&task=view&id=4526 [24 January 2011].


� Agreement 10 342-A, 8 September 2010, Official Register No. 287, 27 September 2010.  Viewed at:  http://www.derechoecuador.com/index.php?option=com_content&task=view&id=5867&Itemid=597;  and Agreement 10 338, 22 June 2010, Official Register No. 252, 2 August 2010.  Viewed at:  http://www.derechoecuador.com/index2.php?option=com_content&do_pdf=1&id=5687 [24 January 2011].


� Law No. 74 on Forestry and the Conservation of Natural Areas and Wildlife, Article 45, Official Register No. 64, 24 August 1981.


� Law on Forestry and the Conservation of Natural Areas and Wildlife, Article 46.


� For more details about these regimes, see WTO document WT/TPR/S/148/Rev.1, 25 July 2005.


� Equipment needed for assembly operations could also be imported free of duties, although a bond had to be deposited.


� It seems that persuading the tax authority to respect the tax benefits conferred by the free trade zone law has been burdensome and time consuming, therefore affecting the expansion of this regime (CONAZOFRA, undated a).


� CONAZOFRA (undated a).


� In July 2011, the following zones were operational:  ZOFRAMA, METROZONA, ZONAMANTA, ZOFRAGUA, ZOFRAPORT, TAGSA, CORPAQ, and TURISFRANCA.  Non-operational zones were ECUAZOFRA, and POLIFRANCA, which is in the process of cancelling its concession, and ZOFREE's concession was terminated in February 2011 (information supplied by the authorities;  and CONAZOFRA, undated d).


� CONAZOFRA (undated a).


� CONAZOFRA (undated b).


� Sectoral Council for Production (2010).


� Articles 34 to 52 of the Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� Until end 2010, CORPEI's export promotion activities were funded in part from the proceeds of the redeemable quota applied to imports and exports (sections (2)(v)(b) and (3)(ii)).


� Article 95 of the Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010;  Executive Decree No 757 (Regulation of the structure and institutionalization of productive development, investment, and development mechanisms and instruments established by the Organic Code of Production, Trade and Investment), 6 May 2011, Official Register Supplement No. 450, 17 May 2011.  Executive or Presidential Decrees may be viewed at SIGOB online information, "Sistema de Información de Decretos Presidenciales".  Viewed at:  http://www.sigob.gov.ec/decretos/.


� CFN online information, "Financiamiento de Exportación PRE y POST Embarque".  Viewed at:  http://www.cfn.fin.ec/index.php?option=com_content&view=article&id=920&Itemid=679 [27 January 2011].


� Executive Decree No. 1793, Official Register No. 365, 28 June 2004.


� Article 94 of the Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� Central Bank of Ecuador online information, "Índice del Boletín Anuario No. 31".  Viewed at:  http://www.bce.fin.ec/docs.php?path=./documentos/PublicacionesNotas/Catalogo/Anuario/Anuario31/IndiceAnuario31.htm [24 January 2011].


� SRI online information, "Servicio de Rentas Externas:  Estadísticas:  Estadísticas Generales de Recaudación".  Viewed at:  http://www.sri.gob.ec/web/guest/estadisticas-generales-de-recaudacion?p_p_id=�busquedaEstadisticas_WAR_BibliotecaPortlet_INSTANCE_2yRc&p_p_lifecycle=1&p_p_state=normal&p_p_mode=view&p_p_col_id=column-3&p_p_col_count=2&_busquedaEstadisticas_WAR_BibliotecaPortlet_�INSTANCE_2yRc_com.sun.faces.portlet.VIEW_ID=%2Fpages%2FbusquedaEstadistica.xhtml&_busquedaEstadisticas_WAR_BibliotecaPortlet_INSTANCE_2yRc_com.sun.faces.portlet.NAME_SPACE=_busquedaEstadisticas_WAR_BibliotecaPortlet_INSTANCE_2yRc_ [24 January 2011].


� Internal Taxation Law, Article 51.


� Zero-rated IVA goods include:  unprocessed, untransformed, and untreated foodstuffs;  several types of domestically produced milk;  bread, sugar, unrefined cane sugar, salt, butter, margarine, oats, cornflour, noodles, flour for human consumption, and edible oils other than olive oil;  certified seeds, bulbs, live plants, cuttings and roots;  fishmeal, balanced foods, sweetened preparations of a kind used in animal feedings, and other;  fertilizers, insecticides, pesticides, fungicides, herbicides, plant oil used against black sigatoka, anti�parasite and veterinary products, and inputs therefor;  wheeled tractors of up to 200 horsepower, ploughs, harrows, grippers, pourers, harvesters;  seeders, grass cutters, portable fumigation pumps, sprinklers, and sprayers for irrigation equipment;  medicines and drugs for human use (including inputs therefor);  packaging and labels for the manufacture of medicines for human or veterinary use;  bond paper and newsprint paper, newspapers, magazines, books, and supplementary material of a kind sold with books;  fluorescent lamps;  airplanes and helicopters for commercial use;  and exports.  Zero-rated services include:  financial and stock exchange services;  public electricity, drinking water, sewage, and waste collection services;  health, education, religious, funeral, and book printing services;  health and life insurance;  state-supplied administrative services;  public entertainment;  road tolls;  and exported services.  For more details, see SRI online information, "Información sobre Impuesto:  IVA:  Hecho generador y tarifas".  Viewed at:  http://www.sri.gob.ec/web/�10138/151 [27 January 2011].


� Paragraph 2 of GATT Article III stipulates that imports "shall not be subject, directly or indirectly, to internal taxes or other internal charges of any kind in excess of those applied, directly or indirectly, to like domestic products".  Internal Taxation Law, Article 55.  For more details, see SRI online information, "Información sobre Impuesto:  IVA:  Hecho generador y tarifas".  Viewed at:  http://www.sri.gob.ec/�web/10138/151 [27 January 2011].


� Internal Taxation Law, Title Three.


� Article 164 of the Tax Equity Reform Law, 29 December 2007.


� Article 24 of the Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� These pre-defined priority sectors consist of new investment in jurisdictions outside Quito and Guayaquil, at the following sectors:  agriculture and forestry products;  biotechnology and applied software;  fresh, processed or frozen food;  logistics services;  metal-mechanics;  petrochemicals;  pharmaceuticals;  renewable energies.  The strategic import substitution as defined by the presidency are fertilizers, agrochemicals, pesticides and fungicides, soaps, detergents and cosmetics, other chemicals, ceramics, tiles and floors, textiles, clothing, footwear, leather, manufacture of radio, television, phones, electronics in general, and electrical appliances.


� Executive Decree No. 732 (Amendments to the Regulation for the internal tax system, Regulation for implementing the tax on the exit of foreign exchange, and Regulation for the implementation of the rural land tax), 11 April 2011, Official Register Supplement No. 434, 26 April 2011;  Executive Decree No. 757 (Regulation of the structure and institutionalization of productive development, investment, and development mechanisms and instruments established by the Organic Code of Production, Trade and Investment), 6 May 2011, Official Register Supplement No. 450, 17 May 2011.  Executive or Presidential Decrees may be viewed at SIGOB online information, "Sistema de Información de Decretos Presidenciales".  Viewed at:  http://www.sigob.gov.ec/decretos/.


� These measures included:  exemption from payment of taxes resulting from the incorporation of a company and other financial transactions, and from taxes relating to the transfer of property ownership to the company;  duty�free importation of aircraft, boats, and vehicles used for transporting tourists, for a specified period, provided there is no domestic availability thereof;  and the possibility to deduct from income tax, within certain limits, external payments made to promote inbound tourism.  The projects needed to be located in economically underdeveloped rural areas and constitute touristic activities "which warrant accelerated promotion".  Law No. 97, Official Register Supplement No. 733, 27 December 2002;  Law on Tourism, Article 34.


� WTO documents G/SCM/N/186/ECU, 11 November 2009;  and G/AG/N/ECU/23, 9 February 2010.


� Articles 60 and 68 of the Organic Code of Production, Trade and Investment, Official Register No. 351, 29 December 2010.


� CFN online information.  Viewed at:  http://www.cfn.fin.ec.
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