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Attached for your review are recommendations for authorization
of a loan to the Government of the Republic of the Philippines
(""Borrower') of not to exceed Fifteen Million Dollars ($15,000,000).

The proceeds of this loan will be used to reimburse the Borrower for

up to seventy-five percent of the peso costs of a program of subprojects
executed by participating Provinces to construct or improve approximately
750 kilometers of rural roads and 2400 linear meters of related bridges
in provinical areas of the Philippines.

This loan proposal is scheduled for consideration by the
Development Loan Staff Committee Wednesdiy, November 27, 1974. Also
please note your concurrence or objection is due by close of business
Tuesday, December 3, 1974. If you are a voting membe~ a poll sheet
has been enclosed for your response.
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Office of Development
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ALD BLE/P- 2059
SUMMARY AND RECOMMENDATIONS

November 21, 1974

1. Borrower/Beneficiary - The Government of the Republic of
the Philippines (GOP) will be the borrower. The executing
agencies will be (a) the De¢partment of Local Government and
Conmunity Development (DLGCD)/Provincial Development Assist-
ance Project (PDAP) and (b) the fourteen to twenty-two prov-
inces in which the project will be implemented.

2. Amount of Loan - $15.0 Million.

3. Terms - Repayment within 40 years, including a ten year
grace period; interest at 2% annually during the grace period,
and 37 thereafter.

4, Purpose - To assist the GOP in its efforts to improve the
economic and social conditions in the rural areas by providing
all-weather roads capable of transporting agriculture inputs,
products and other goods, and by providing a more cffective
means of communications between the rural areas and access to
medical, recreational and educational facilities.

5. Project Description - The project consist of the improve-
ment/construction of rural roads and bridges in the provinces.
It is estimated that under this project not less than 750 kilo-
meters of rural roads and 2400 linear meters of bridges will be
improved/constructed in 14-22 participating provinces over a
period of 3 years,

6. Project Costs and Financing Arrangement - The project will
originally be financed by the provinces themselves by means of
self-generated or local bank loand .funds. Upon completion of the
identifiable segments of road to agreed upon plans (sub-projects)
the DLGCD will reimburse the provinces an amount not to exceed
75% of the previously agreed project cost estimate from funds
provided by the Central Government from Presidential Discretinn-
ary Funds which will be generated from a percentage of the annual
Bureau of Internal Revenue collections. The U.S. will in turn
reimburse the GOP (not to exceed 75% of the original project

cost estimate) by means of a dollar credit in a Special Letter

of Credit (SLC) in a U.S. bank. The GOP may utilize the SLC for
U.S., purchases,
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Based upon the estimates provided by the proposed 14
participating provinces, this project permits qualified prov-
inces to execute four times as much local road and bridge
work as they could perform with their own resources. And it
is a net add-on to road work otherwise possible as it does
not drain off pesos from the fixed stock of national budget
rescurces allocated for Department of Public Highways project.

7. Ocher Source of Financing - Wnile other donors are con-
tributing to various road projects in the Philippines (IBRD,
ADB, Japanese, Australian), they are directing their efforts
primarily to major national highway projects. The total

length or amount of rural roads in need of improvement/conustruc-
ticn greatly needs the total funds currently available for this
purpose, and in particuldar exceeds the local cost financing
ability of cthe Philipnine Treasury.

8. Export-Import Bank Clearance - Received,

9. Country Team Views - The Country Team recommends approval
of this loan.

10, 1Issues -~ None,

11. Statutory Checklist - All statutory criteria have been
satisfied.

12, Recommendation - Authorization of a loan to the Republic
of the Philippines to reimburse the GOP for not to exceed 75 of
the cost of the project set forth in the draft authorization
attached.

Capital Assistance Committee

USAID
Chairman - Richard Dangler
Loan Officer - Arthur Thivierge
Engineer - Royal Cline
Provincial Bevelopment Officer - William Fuller
USAID Staff Economist - Rene Ruivivar
Consultant-Transportation
Economist - Charles Joyce
AID/W:
Chairman -~ Alexander R. Love
Loan Officer - Laurance ¥W. Bond
Attorney = Stephen Tisa

Dennis Chandler
NDonald Yeaman

Desk Officer
Technical Dewelopment



1 AID-DLC/P-2059

SECTION I - THE PROJECT November 21, 1974

A, Project Description:

1. Goal and Purposes

The goal of this project is to stimulate development of
the rural areas of the Philippines which have the self-help
capacity to administer rural road construction. Improved
roads will achieve this goal by improving all public and
private services dependent upon transportation and in parti-
cular by stimulating agricultural production by reducing
transportation cost facilitating the movement of agricul-
ture outputs to the market place. The areas chosen for
implementation of the project are essentially agricultural
areas., The first fourteen provinces in this project produce
37 and 26 percent of the total Philippine rice and corn
output respectively. (See Annex III).

The specific purpose of the project is to increase the
income of small farmers by increasing his agricultural out~
puts and to improve his living conditions by making him more
accessible to governmental and private sector institutions
and facilities, particularly health, education, recreation
and social agencies, The Project selection criterjia des-
cribed in Sections I A 3 (latep precludes the possibility of
this project financing rural roads for the benefit of large
farms, such as sugar cane plantations.

2. Size and Costs

it is estimated that a $15 million loan (U.S. $- B6.66
therefore $15 million = £100 million) will be sufficient to
reimburse the GOP for up to but nct more than 757 of total
cost for the improvement/construction of approximately 750
kilometers of roads and 2400 linear meters of bridges. De-
tails of what items constitute the total project cost and
which items are designated as eligible for loan reimbursement
are given in Section II D, Disbursement Procedures.

" Depending upon the design standard, as justified by the
technical soundness appraisal and economic analysis, it is
estimated that the cost per kilometer of road predominantly
will be in the range of 840,000 to #70,000. Hard surfacing
may be justified for a few high density (heavily travelled)
roads at a cost of up to B250,000/kilometer. The total
cost per linear meter of bridge construction will be in the
range of B3000 to 815,000 depending upon the design and type



of material (timber or concrete) used in construction,

While the mix of road to bridges may vary as sub-projects

are accepted for project implementation, funds will be

tentatively allocated to each province as shown in Table

117, The planned allocation of funds is based upon (1)

past performance of provinces in implementing the 1972

flood rehabilitation project and the S/P and (2) in consideration
of the individual province's ability to initially finance

the project and cover counter-part cost, The total project cost in
pesos is estimated at P 135 million with #100 million equivalent to
be reimbursed by the loan., The provinces will provide the approx-
imgtely P35 million.

The total loan funds will be disbursed over a maximum
three year period.

Table I

ROADS - REIMBURSABLE COST #000's) - KILOMETERS

Standard Year -1 Year - 2 Year - 3
B x KM # x KM P x KM
Improved Gravel 40 x 98 = 3920 44 x 113 = 4972 48 x 139 = 6672
New Gravel 70 x 86 = 6020 77 x 109 = 8393 85 x 132 =11,220
DBST 120 x 26 = 3120 132 x 33 = 4356 145 x 41 = 5,945
Asphalt or Cement
Conc. 250 x 10 = 2500 275 x 13 = 3575 303 x 15 = 4,545
Totals = B 15,560 $#21,296 £#28,382
Table TI
BRIDGES -~ REIMBURSABLE COSTS (®000's) METERS
Year - 1 Year - 2 Year - 3
B x KM B x LM B x LM
Concrete 15 x 500 = 7500 18 x 600 = 10,800 21.60x 700=15,120
Timber 3 x 150 = 450 3.5 x 200 = 700 4 x 250=_1,000

Totals = ® 7950 ® 11,500 2 16,120



Road costs were escalated at 10% per year. Bridge
costs were escalated at a higher rate of 20% per year
because of the larger component of both domestic and
imported commodities (i.e., steel, cement and lumber) used
in construction and which have shown a greater inflation-
ary rate vis-a-vir labor costs,

The quantities of roads and bridges have been increased
each year to provide for participation in the project of
four additional provinces each year.

3. Selection Criteria

To qualify for financial assistance under this project a
province must:

(a) have been in the PDAP program for at least two years,
which 1s considered the minimum period necessary tc develop
the management and engineering capability necessary to pro-
perly implement the construction program.

(b) have a provincial development staff capable of
conducting economic type/criteria studies for sub-project
planning, selection and evaluation,

(c) have a Capital Improvement Program (see Annex IV).

(d) have a Road Network Program (see Annex IV).

(e) have a functional Materials Testing Laboratory.

(f) have a Provincial Engineer's Office qualified to

handle all aspects of construction including de-

sign, contracting and implementation.

(g) have a functional Provincial Equipment Pool with a
deadline rate of less than 25%.

(h) have prepared a Provincial Socio-Economic Profile
which includes the Agriculture Sector (see Annex IV),

Further, for a particular road segment to qualify for
financing under this project it must:

(a) Contribute to the increased agricultural production
of its influence area.
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(b) Serve areas where the existing or planned use
of the area is predominantly agricultural or in
support of small or medium scale industries,
agro business, or commerce. The main benefi-
claries of the sub-project should be small farmers,
i,e., those operating farms with individual areas
of less than three hectares. Sub-projects must
average at least ten farms of less than three
hectares within its influence area per kilometer
of length., In the case of the opening up of new
areas, planned occupancy must comply with the
above.

(¢c) Not lead to a dead-end or to impassable roads at
both ends;

(d) Llead to or connect to a road network that leads to
a poblacion (rural urban center, market place);

(e) Meet these preliminary engineering criteria-

i) Roads should link on at least one end to a
road of equal quality to the nearest market
town or poblacion. (It will be assumed that
national roads are higher quality.)

ii) Structures should aot be of higher quality
than the minimum provincial structure between
the project site and the nearest market town
or pohlacion following the normal traffic
route between the two locations.

DLGCD. will certify that each province and each sub-pro-
ject meets the criteria listed above before authorizing a
province to undertake preparation of final plans and specifi-
cations. The DLGCD will contract with local A & E firms
which will nrovide independent monitoring of the design and
construction as well as provide a certification, for purposes
of reimbursement, that work was completed as agreed,

4, BRligible Provinces and Tentative Reimbursable Amounts

The following Table III lists the provinces proposed for
participation in the project and the tentative reimbursable
amounts proposed for eath of the three years of the project.
The tentative allocations are based upon the ability of the
provinces to originally fund their respective projects and ,
provide counterpart funding and the capability of the province
to implement the project by their performance to date under the
PDAP program.



TABLE 111

TENTATIBE ESTIMATE

FIXED COST REIMBURSABLE FOR COMPLETED PROJECTS

PROVINCE

(R Million)

FY 76 FY 77 FY 78 TOTAL
La Union R1.0 1.0 RL.0 # 3.0
Pangasinan ~2.0 2,0 2.5 6.5
Zambales 1.0 1.5 1.5 4.0
Bataan 1.0 1.5 1.5 4.0
Pampanga 3.0 3.0 4,0 10.0
Bulacan 3.0 3.0 4,0 10,0
Batangas 1.0 1.5 2,0 4.5
Camarines Sur 1.0 2.0 2.0 ..5.0
. Albay. . e % L 1,0 1.0
Sorsogon * 1.0 “1.0 2,0
Mindoro Oriental 1.0 1.0 1.0 3.0
Aklan * * 1.0 1.0
Capliz * 1,0 1.0 2.0
Antique * 1,0 1.0 2.0
Iloilo 2.0 3.0 4.0 9.0
Samar * * 1.0 1.0
Misamis Oriental 2.0 2.5 2,5 7.0
Agusan Norte * 1.0 1.0
Lanao Sur * 1.0 1.0 2.0
So. Cotabato 2.5 3.0 3.5 9.0
Davao (Norte) 2.5 3.0 3.5 9.0
Palawan 1.0 1.5 1.5 4.0
Total 24,0 R33.5 842.5 #100.0




i.e., Systeratic Programming of Rural Economic and Agri-
cultural Development. This was a very succesful program

and in 1968 it was expanded into the provincial develop-
ment program as it exists today. At that time, the GOP
created the Provincial Development Assistance I'roject

(PDAP) and attached it to the Natfonal Economic Council
(NEC), the predecessor agency of the National Economic

and Development Authority (NEDA)., In December 1972 PDAP
was transferred to the Qffice of the Office of the Execu-
tive Secretary of the Pres’dent. It 1s now planned to
phase PDAP into the Department of Local Government and
Community Development (DILGCD). The DLGCD is a relatively
new government department responsible for improving and
strengthening of operations of local governmment and com-
munity development. Its main objective is to accelerate
national and local government participation in the social
and economic development of the nation. This history of
USATD's assistance to provincial development reflects

the importance placed upon such assistance by the GOP.

The PDAP/USAID efforts in provincial development received
widespread GOP attention with the implementation of the
very successful flood rehabilitation program in eleven
provinces following the devastating July/August 1972 floods.
Eight of the eleven provinces were PDAP provinces. Under
the flood rehabilitation program approximately $11 million
have been obligated and reimbursed to the pfovinces through
the cost reimbursement procedures. The flood rehabilitation
program has provided USAID and the GOP a solid base of
experience which will be utilized in impiementing this pro-
ject. Currently the PDAP/USAID covers twenty-two provinces
and is focused upon activities desigred to develop and
institutionalize the capabilities of the provinces in the
areas of planning, fiscal management and infrastructure
development. Through the infusion of technical assistance,
training, finances and equipment, fourteen of the twenty-two
PDAP provinces have aiready attained the capability to imple-
ment. rural road projects and the other eight provinces will
qualify in time to particisate in this three year project,
(See Annexes VII, VIII and IX).

This project developed out of the decision by the GOP

to initiate a rural roads program. Based upon current level
of development and experience in the PDAP provinces, it was
proposed that PDAP and the provinces would be the vehicles for
implementing this project. Provinces outside of PDAP do not
have the planning and engineering capabilities to implement
such a project without considerable inputs of these elements.
The discussions within the GOP and between the GOP and USAID
resulted in a formal loan application from the Office of the



5.Government Contribution to Rural Roads Program

As noted in Section I, the government has programmed 29,000 km
of rural roads in the current four-year plan. To sustain such
a program there will need to be a substantial transfer of re-
sources fram the central government to the provinces both for
construction and maintenance.

The GOP has already taken a major step in this direction with the
passage of Presidential Decree Nc. 17, amending the Philippines
Highway Act of 1953.

This decree provides for, among other things, increasing the avail-
ability of maintenance funds by allocating 82% of the Highway
Maintenance Fund (HSF) to national and provincial roads.

Under this revised act, the provincial governments, cities and
mumicipalities will receive a direct annual maintenance contribution per
kilameter of roads and on a continuous basis. This action is

probably more important in the long run than central government
transfers for new construction. Without such assistance, the
provincial road network would likely pose a rapidly expanding

budget drain on the local areas and presage a return to the
progressive deterioration of the provincial roads.

In the proposed project the central government will be contributing
an estimated $504,000 per year for maintenance of the roads con-
structed. 'This equates to $10.1 million over the estimated 20 year
life of these roads.

In addition to the maintenance contribution, the proposed loan is
the first time the GOP has borrowed externally for, and directly
transferred to the provincial governments a substantial block of
resources for rural roads. Most rotably in this case, this transfer
of funds is for projects implemented by the provincial governments,

Since these furds will be transferred to the provinces on a grant
basis, the ceatral government will be shouldering 75 percent of
the cost of the roads and correspondingly the foreign exchange
risks and debt service cbligations. The grant transfer father
than a loan to the provinces approach practiced in other countries)
makes sense in the Philippine context.as the provinces will not

be able to assume a major debt service payment abligation to the
central government.


http:context.as

Increased taxes and other revenue resulting from road improvements
will accrue to the provincidl coffers and facilitate an expanded
joint central government/provincial funded vrooram in the future.
Provinces with greater financing capabilities will prabably have
to shoulder a larger percentage of costs in future programs,
thereby providing a skewing of central government contributions
to the lower income provinces. -

In addition to the above aspects, the central government is ex-

pected to make a direct budgetary contribution of F7.0 million
to the project to finance consulting engineering services.

B. Project Background

1. USAID Involvement with PDAP and Origin of the Project

In 1966-67 USAID provided assistance to two provinces,
Laguna and Tarlac under a program called "Operation Spread",
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Lxecutive Secretary of the President to AID on September 9,
1974, The text of the loan application is part of this CAP,
Annex X11.

2. Project Review Paper (PRP)

The PRP for this project was sent to AID/W on August 29,
1974, Due to the reorganization of the Agency ail its
attending difficulties, the PRP was not reviewed and approval
to prepare a Project Paper given until November 1, 19Thk. How-
ever, from an informal review and through an ~xchange of
correspondence between the Mission and AID/W on the project,
the issues that were anticiyated to be raised in a formal
review were discussed and addressed in the preliminary pre-
paration of this Project Paper prior to approval.

The review of the PRP raised three main points. The first
was a question of the support being given to the project by
the GOP, second was on the criteria for selection of rcads to
be developed, and thirdly on who are the beneficiaries. The
project committee felt that the project paper prepared in the
Mission was sufficiently far enough along in addressing these
issues that it was possible to immediately prepare a final
draft of the paper for consideration.

Project Justification

1. Place of the Project in the GOP Development Program

The following is a statement by the GOP National Economic
and Development Authority relating to the GOP Development
Program:

"The 4-Year Development Plan spells out the over~all
development objectives of the economy, namely: (1) maxi-
mum feasible economic growth, (2) maximum lauvonr force
utilization, (3) more equitable distribation of income
and wealth, (4) regional development and industrializa-
tion, and (5) promotion of social development. The Plan
also broadly indicates that to realize these objectives
government efforts and resources shall be directed to-
wards the implementation of priority projects which are
iargely supportive of the productive sectors with great-
er stress laid on the agricultural sector.

"Transportation, which serve3a as the pipeline that
interlinks all the activities necessary to achieve the
planned objectives has been slated to respond and provide
the necessary support particularly in the following
aspects:

"a, mobilization of production inputs, especially agri-

cultural such as fertilizer, seeds, extension serv-
ice, etc.;
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"b. transportation of products to markets, storage,
and population commercial and industrial centers;
and

"¢, facilitation of the carrying out of vital governmental

social services,

"Despite substantial additions and improvements
made recently to the highway network, its present kilo-
meterage ofidabout 75,000 remains deficient in both its
geometric and structural standards and its length. 1Its
present length represents only 0.37 kilometer per 100
hectares of arable lands as compared with the accepted
standard of 1.00 kilometer per 100 hectares or a deficiency
of about 125,000 kilometers. Significantly, the shortage
is in the rural roads which link production areas with
markets, storage, processing centers and/or main road.
This has been recognized as one of the bottlenecks in the
government's drive to intensify agro-industrial develop-
ment that contribute to low per capita income even in
areas possessing rich resocurce potentials.,"

The 4-Year Infrastructure Program

"i{n the 4-Year Infrastructure Program which is incor-
porated in the 4-Year (FY 1974-FY 1977) Development Plan
of the Government, the transportation sector has been
given the highest percentage allocation of investment
(36%) with highways receiving the biggest share.

"Of special concern are the construction/improvement/
rehabilitation of rural roads mostly feeder roads aggre-
gating not less than 23,000 kilometers. These are the
farm-to-market roads and other minor roads that would link
these rural roads to existing and/or on-going highways,
ports and airports.

"While some of these rural roads are components of
Integrated Area Development Projects and others are inte-
gral parts of special agricultural or industrial projects,
some are or will be interconnected with inter-regional
and regional trunklines linking major population, process-
ing and production centers,
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Contribution to Ecomomic Growth

"As vital links between production areas and market
centers, the feeder road system provides the opportunity
t> uplift rural incomes and achieve self sufficiency in
food production. Faster and wider distribution of agri-
cultural and industrial inputs and products is facilita-
ted, thus serving as incentives to increased production
and greater market orientation of the vural population.
In the face of worldwide food and raw material short-
ages, the feeuer roads assume a morr gignif icant part
in the overall strategy to increase food production and
combat inflation by minimizing the friction in the flow
of goods between production and consumption points,

Greater Emplovment Opportunities

""The labor intensive nature of the construction of
rural roads affords the expansion of employment oppor-
tunities in the rural areas, thus reducing unemployment
and underemployment of the rural labor force. The multi-
plier effects are readily seen not only from the stand-
point of augmented incomes but also from the standpoint
of a more equitable distribution of income,

Income Redistribution

"The rural road program is also in line with the
income redistributive objective of the Four-Year Develop-
ment Plan, Govermment expenditures on feeder roads would
tend to benefit directly the dpressed rural areas thus
redistributing wealth over a wider population base. As
more barrios and municipalities are tied by stretches of
feeder roads, living standards of the rural population
are upgraded,

Regional Development

"The current stress on regional development seeks to
spread the benefits of economic growth over a broader
geographical area, By interlacing the countryside with
rural roads, linkages between population centers are
created facilitating the flow of goods and people, in-
creasing rural incomes, and rz2inforcing the regional
development efforts of the country.

Promotion of Social Welfare

"Finally the rural road retwork uplifts the social
tel.fare of the rural folks., Services like health, nutri-
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tion, education, etc. are provided more readily, Doctors
and nurses may reach even the remotest barrio. Teachers
and family planners may educate the people in all aspects
of citizenship training and population control thus en-
hancing the social welfare of the people,

"As one of the conduits by which the fruits of econo-
mic progress may filter down to the greater mass of the
people, the rural road program is a significant ingre-
dient to the achievement of narional developiient goals,"
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2. Relationship to Agrarian Reform

There are approximately ane million rice and corn tenant farmers
in the Philippines tilling 1.8 million hectares of land. This is in
addition to approximately 600,000 owner-tillers who are farming less
than 2 hectares each.

In October 1972, the Govermment of the Philippines initiated an
Agrarian Reform program which would transform the nation's rice and
corn tenants into amortizing owners. These tenant farmers till an
average of about 1.8 hectares. After making their share payments,
they are left with little more grain than is required to feed their
families until the next harvest.

The Philippine Agrarian Reform program is designed to do more
than transform tenants into-owners of the land they till. It seeks
to provide these farmers with a support system to move them beyond
subsistence. It is therefore a development program for small farmers
rather than simply a land transfer program. The support system
being developed is to provide farmers with production credit, exten-
sion services and access to inputs and markets,

The GOP land distribution program has been carried out in stages,
beginning with estates esceeding 100 hectares. The program was then
expanded to cover estates in the 50-100 hectares category and the 24
to 50 hectare category.

Progress was exceptional in the first year of the program with
almost 15 percent of rice and corn tenants reported to have been
made program beneficiaries. Progress in the second year was less
impressive with less than an additional three percent of the tenants bene-
fitting. The Government attributes the slow-down mainly to the
emergence of resistance on the part of middle class landlords who
are now subject to the reform effort as smaller hectarages have been
brought under the program. Though this may be a major reason, it is
also probable that the program tried to nove too rapidly in the first
and second years. Efforts have been delayed while bureaucratic and
paper work bottlenecks of the first year have had to be unblocked.
Significant progress has been made in developing more effective
bureaucratic procedures and foreign cbservers feel that the delays
will have been overcome by year's end.

More importantly perhaps, President Marcos is expected to re-
affirm the will of the government to carry out this program. It is
anticipated he will: (a) authorize the program to proceed fram the
24-7 hectare level; (b) autnorize the publication of program imple-
menting regulations which have been designed to effectively deal
with problems which slowed the program in the second year, and (c)
will seek to overcome landlord opposition to the program by author-
izing moxe liberal landlord campensation terms.
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As stated above, the QOP intended the program to not be simply
a land transfer program but that it be a program of small farmer
develomment. Progress in developing a small farmer support system
tailored to the needs of program beneficiaries has been very good.
Non-collateral, small farmer loans have increased tenfold since the
program's initiation and now exceed ane-half billion Pesos. Credit
is currently limited only by the capabilities of lending institutions
to handle loans and not a shortage of funds. The government has
developed a four-year Rural Bank Development Program which would,
among other things, increase the number of rural banks by 50% (to
a total of 1,000 institutions) and upgrade existing bank management
capabilities to enable them to manage larger portfolios. The program
seeks to make the rural banking system capable of meeting virtually
all credit needs of the nation's small farmers within five years.

Progress in the farmer organization, the Samahang Nayon Program,
which will form the page for an effective small farmer cooperative
system, has also been exceptional. Almost 500,000 prospective land
reform beneficiaries have been organized into barrio associations
and have had over ane year of training in such subjects as agricultural
production, use of credit, cooperative principals, etc. These farmers
will graduate from this comprehemswe 64 week course by the end of
Decamber 1974, and will be encouraged to form themselves into multi-
municipality marketing cooperatives. The government has, in the
meantime, recruited and trained a cadre of professional cooperative
managers to operate the prospective marketing cooperatives.

The farmer associations, although not yeat eligible to form them—
selves into cooperative, have assisted the banking commnity in loan
distribution and collection, and assisted in the distribution of the

farm inputs and assashling of produce for marketing.

As part of this program, the government has increased the number
of agricultural extension agents to over four thousand. All have
agricultural degrees and most have now been trained in the productlon
of high yielding rice or corn varieties.

In addition to these services, the government has begun developing
plans to see that program beneficiaries have access to irrigation
and roads. All projections of costs of the agrarian reform program
have included estimates of the cost of such new infrastructure and
have identified this as an area where foreign assistance would be
sought. The rural roads project presented here is being incorporated
as an integral part of the overall Agrarian Reform Project.
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In each participating province of this project, the Provincial
Development Staff (PDS) will have primary responsibility for the
preparation of an Annual Implementation Plan (AIP). In their
capacity as the provincial planning staff, they are responsible for
coordinating all local programs with the national activities in their
particular provinces.

Agrariar: Reform is a high priority program of the GOP that has
same camon goals with the rural roads program. The PBS, as a matter
of course, closely coordinates provincial programs with the needs of
the Agrarian Reform effort in their province. This local planning
element permits the maximum utilization of rural inputs to scrve the
needs of the small farmers benefitting from the Agrarian Reform program.

rural roads are cne key to the success of this government initiative.
Banks do not provide loans to farmers whom they can not supervise.
Extension workers cannot spare the time required to visit isolated
parrios. Where roads do not exist, fertilizer must be brought to the
farm on inefficient draft-animal sleds and production surpluses
brought to the market the same way. Thus, the economic margins of
the farmer are squeezed between both increased input costs and increased
marketing costs.

while the proposed loan will support the Agrarian Reform program,
it will benefit all small farmers whether tenant or owner. The
isolated farmer is more susceptible to risks than those with roads.
Where roads exist, farmers have the option of machine tilling,
threshing and drying. Without such access, planting may be delayed
and crops harvested in rainy weather may deteriote before they can be

processed.

Finally, the isolated farmer has little incentive to produce crops
or animals beyond what his family can consume. His isolation gives
him no access to marketing information and thus, he proceeds to the
market ignorant of Erices and is forced to either take what is offered
or face the alternative of carrying his commodity back over the road-
less fields to his farm.

Tn short, the small farmer beneficiary who has access to roads
holds one of the crucial keys needed to develop his enterprise into
something more than subsistence activity. The beneficiary without
such access must continue to face the prospect of a hand~to-mouth

existence.



3. Place of the Project in the USATD Country Program

The Philippine Government has recently re-examined its develop-
ment program and plans and de i to continue to assign first
priority to projects that are directly supportive of food production
and distribution efforts, Such pmjec;ts are aimed both at increasing

increased benefits to the farmer by enabling him to move his production
to market on a more timely and cheaper basis, At present the two-way
traffic of goods and services required to implement this small farmer
centered strategy is severly inhibited by the inadequacy of the trans-
port system available to the small farmer. Accordingly, the GOP has
determined that secondary and rural roads directly supportive of the
food production and distribution programs aimed at benefitting the

small rice and corn producers should be pushed forward,

USAID has focused its development efforts on the rural poor,
seeking to overcame the prablems associated with rural poverty through
a multi-project approach. The core of the program is USAID's
Provincial Develomment Assistance Project (PDAP) which seeks to develop
the capacity of local governments to plan, dbtain resources for, and
implement development projects. Participating provinces have demon-
strated their capacity to undertake development projects in the flood
rehabilitation program and later; GOP/USAID supported programs. They
have, as detailed elsewhere in thisg paper, the key role in implementing
the rural roads program.

The Provincial Development Assistance Project is supple-
mented by and supportive of most other USAID programs, The relationship
of the Provincial Development Assistance Project and other
mission programs and the interrelationship or the rural roads project
is as follows:

Family Planning

The USAID supported family planning prcoram has moved rapidly over
the past eight years. It has been highly successful in most urban
areas but less effective in most rural areas. In provinces where the
program has been made a key part of the Iocal Development Project
(PDAP) (e.g. Laguna and Cogayan de Oro), however, the program has also
proven to be effective in rural areas. A limiting factor of the
program, however, is access. Qbviously, program participants must be
able to get to medical personnel and contra ive supplies. New
roads will give large nunbers of the poor access to the benefits of

this program,
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Nutrition

As with family planning, effective nutrition programs have been more
easily established in the urban than the rural areas. Again, where
the programs have been 1inked to the Local Development Project (PDAP)
(e.g., Cotabato and Laguna), they have prospered. Here again access
has been a limiting factor of the program. Now rural roads &an
significantly contribute to overcaming this problem,

small Farmer Tncame and Production Project and Agrarian Reform Project

The quality of both of these programs in any given province is directly
related to the support provided by local government units. The
central goverrment has been willing to delegate responsibility for
program implementation to local governments in both crop production
and land reform when local governments have demonstrated the capa-
bility to manage them. Both program;seek to improve the lot of the
amall farmer through the development of improved support systems. A
limiting factor, as detailed elsewhere, is access. To increase incame,
farmers must increase production and be able to market this production.
Farmers without roads are generally denied the opportunity to increase
incames because they have access to neither inputs nor markets.

Mu_gcultu.re

This project seeks to increase protein availability through large
scale fish production in ponds. Land suitable for ponds are, generally
wasteland. As in other kinds of agricultural production, the potential
of this project is limited by access. Roads are needed to bring in
necessary equipment to construct, operate and maintain ponds, and to
provide access to markets.

Bicol River 3asin Devélopnent Project

This project, the most ambitious of the local development efforts, seeks
to bring about the integrated development of a river basin. It incor-
porates all of the misgion projects listed ebove as well as flood
control and other activities. Road construction was determined by
joint GOP/AID feasibility team to be the first priority in carrying
out the development plan. Every aspect of the program was found to
be limited by the problem of access. Priority needs will be met under
this rural roads project while the development of a camprehensive

road project while the development of a camprehensive road network to
meet full project needs will be included in a separate loan package
for an integrated development effort.
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Rural Electrif ic:‘ti‘g

An integral part of the local development effort is rural
electrification. As the national electrification effort expands,
rural dwellers will he brought more readily in the mainstream
econicnic life of the egountry. Electric power encourages the develop-
rent of agro-industrial activities and cottage and small-scale
industries. Irrigation can be brought within the means of small
farmers thrcugh the use of electric pumping in small-scale irrigation
projects. However, this development has less meaning and impact
without a road network. Inde=d it is delayed or does not take place
without roads.

Roads provide an entry for electric power as the electri distri-
bution right-of-way generally follows the road. Construction and
maintenance are made easier as they provide ready access to the lines,
Electric power must be accampanied by roads if meaningful development
is to take place and productive enterprise encouraged. Production
without access to markets is futile,
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SECTION II PROJECT ANALYSIS

A. Borrowver and Implementing Agency

1. Borrower

The Republic of the Philippines will be the Borrower of
this Loan, The GOP will provide the DLGCD with the peso
resources required for DLGCD's portion of the project cost
from what is called Discretionary Funds. The Discretionary
Funds is provided by Presidential Decree - 144 which states
that 5 precent of total resources collected by the Bureau of
Internal Revenue will be used at the discretion of the
President. The same Presidential Decree provides that the
provinces set aside 20 percent of their revenue ccllections
for development projects. This is gpe Source of funds that
will be used to cover the provinces' portion of the project
costs,

2, Implementing Agency

The GOP will implement the project through the Department
of Local Government and Community Development. As stated
earlier USAID has been working since 1968 with the Provincial
Development Assistance Project staff. The PDAP organization
with a complement of thirty professional employees who are
primarily specialists in the fields of planning, finance and
engineering will be phased into the DLGCD. A professional
economist has been detailed from DLGCD to PDAP to assist in
the training of the provincial staffs in the sub-project
economic justification methodology. Eight of the fourteen
provincial staffs have proven their capabilities on the
Flood Rehabilitation Program and six on the Special Infra-
Structure Program (see Annex IV). The fourteen provinces
have a combined total of 173 graduate engineers and will be
augmented by the PDAP staff,

3. Sub-Project Administrative Procedure

Over the years of working with PDAP and the provinces,
USAID has devoted considerable effort to insticutinnalizing
the planning, financing and implementation of projects,

Through these efforts decailed administrative forms and pro-
cedures have been developed. These have now been in use for
several years and have proven to be useful in providing the
methodology as well as adequate control, reports and evalua-
tion., These procedures are further detailed in Section I D.4,

Implementation. The Administrative Procedures are contained
in a comprehensive manual. The manual covers all the details
necessary to implement the Rural Road Project consistent
with AID goals and objectives. However, the manual is_too
lengthy to be included as part of this CAP, but is availahle

for review in EA/CD.
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B.. Beneficlaries

One of the major problems in attempting to evaluate the potential
beneficiaries of any program in the rural areas of the Philippines
is the compar aive lack of statistical information on these areas.
This is particularly true as it applies to the distribution of
income and wealth and patterns of loan use in agriculature and

the rursl areas generally. Our concern in this regard is supported
by the extenslve International Labor Organization report "Sharing in
Development, A Program of Employment, Equity and Growth for the
Philippines" and by the recent IBRD economic team in its efforts to
provide anelysis in this area.

A general breakdown of the distribution of the "rural poor" (in this
case the lower 4O percent income bracket) was completed by the recent
IBRD economic team. The tabular summery of this analysis is shown

on the following pege by Region. A location map showing the
provincial composition of each region is also included.

The bottom 40 percent of Filipino families receive approximately

12 percent of the national :ncome aznd include 15 million people, 12
million of these people reside in rural areas with the majority
living in farm households. In comparison, the top five percent of the
population received 25 percent of the income.

As Indicated in the tables, income levels and related incidence of
poverty vary considersbly throughout the Philippines. Ilocos, Cagayan
Valley, Bicol and the Eastern Visayas are high in the incidence of
poverty. Southern Tagalog, Eastern Visayas and Southwest Mindanso
stand out in terams of absolute numbers. The Central Iuzon area, while
high in median income, nevertheless has a high incidence of rural poor
(28.0% in the lower L40%) and accounts for 12.5% of the rural families
in this income bracket.

In selecting the provinces to be included in the proposed program, the
GOP and USAID have had to balance the factors of distribution and
incidence of poverty against other key project criteria, e.g. (a)
provincial government competence and available equipment pools; (b)
association with agricultural land - pariicularly rice and corn farmers;
(c¢) the reluted nationwide focus of the agrarian reform program which
this project partially supports; end (d) other supporting government
programs which enhance the prospect that the roads constructed will

in fact support an integrated GOP effort rather than an isolated
activity.

The rural road project proposed herein will be implemented in eight

of the ten regions of the Philippines in which reside approximately
85 percent of the 40 percent target population. Approximately 25
percent of the 12 million rural poor included in the bottom 40 percent
are located in the twenty-two provinces included in the proposed
program,



Repional Population Distribution, Family Income
and Distribution of the Bottom 40 Percent in 1971

1971 Distribution of Bottom 407
Population Family Income (Pesos) of Families
Repion (mid-year) No. of
People
(million) 7% Mean Median C/B (%) (Millions) Z D/A (2)
A B C )]

Philippines - Total  37.92 100.0 3736 2454 65.7 15.17 100.0  40.0

Northern Luzon 3.3§ 8.9 2890 . 1741 60.2 1.87 12.4 55.2
Ilocos 1.87 4.9 3299 1813  55.0 0.98 6.5 52.4
Cagayan Valley 1.52 4.0 2390 1652 69.1 6.89 5.9 " 58.6

Central Luzon 6:68 -17.6 4895 3556 72,7 1.61 10.6 24,1
City of Manila 1.40 3.7 7785 5202 66.8 0. 0.6 7.1
Central Luzon 5.28 13.9 4127 3119 75.6 1.51 10.0 28.6

Southern Luzon 10.16 26.8 3868 2634  68.1 3.81 25.0  37.5
Southern Tagalogié 7.12 18.8 4332 2960 68.3 2,25 14,7 31.6
Bicol 3.04 8.0 2784 1874 67.3 1.56 10.3  51.3

Visayas 9.38 24.8 2818 | 1930 68.5 4.68 30.9  49.¢
Westeru Visayas 3.86 10.2 3206 2332 72.7 - 1.50 9.9 38.¢
Eastern Visayas 5.52 14.6 2548 1651 64.8 3.18 21.0 57.6

Hindanso B.31 21,9 3382 2411 71.13 3.20 2i.i 0 38,3
NE Mindanao 3.14 8.3 3062 2186  71.4 1.36 9.0 43.3
SW Mindanao 5.17 13.6 3577 2549  71.3 1.84 12.1 35.6

source: (a) Population - by interpolating 1970 Census¢ data.

(b) Mifares, Tito A. and I. C. Belarmino, "Some Notes on the Sourcer,
of Income Disparities among Philippines Fumilies,'" Journal of
Philippine Statistica, Vol. 24, No. &, 4rh quarter 1673, P v 2313,
(c) Distrlbution of bottom 40 percent of famlilies based on mission
calculations using the 1971 household income-expenditure
survey data.

13 Includes part of the Creater Manila Area. L()/
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Mitigating factors have precluded implementing the project in
certain areas, The Cagayan Valley and Southwestern Mindanao have
been excluded for reasons of peace and order. Combined, these two
areas include approximately 14 percent of the bottom 40 percent.

To assure that benefits of road development reach rural poor farmers
and not large landowners, the project will not be implemented in
the large sugar plantation areas. This will exclude another
approximately 6 percent of the rural poor, most of whom are landless
agriculture laborers and not farmers (tenant or owner).

The criteria for road selection include a requirement that any road
to be developed must nave an average of ten farms of three hectares
or less within its influence area per kilometer., This will encompass
many of those who are included in the bottom 40 percent of the

income scale,

As discussed throughout this paper, a key objective of this project
is the institutional development objective of developing local
government capability to lmplement programs on a sustained basis

over the long-term period required to eventually reach the rural poor
at large. Opmpletion of the proposed programs in the selected
provinces will provide the base for exparied activity in each of
these provinces - by the provincial goveriments themselves and with a
substantially lmproved opportunity for the rural population themselves
to influence project selection. In the long term, sucha focus on the
institutional base is the only meaningful strategy for
eventually reaching the target beneficiaries. In the same context -
experience in the target provinces will provide a base from which
these programs can be expanded to new provinces - thereby extending
benefits to those areas currently excluded from this project.
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C. Role of Women

Women in the Philippines are decply involved in (ol

development efforts and the rural roads program is no ex-
ception. Of the 22 provinces that will jurticipute In this
program, two have women governors and three huve women Vieo-

Governors. Women hold elected positions as Provincial Board
Members in many of the other participating provinces. Like-
wise, nearly every participating province has one or more
women serving as elected Municipal Mayors.

About 10% of the engineers in the Provincial Engineer's
Offices are women. In one province (Misamis Oriental), a
woman is Chief of the Plans and Programs Division as is her
chief assistant. In Pampanga, a female engineer is in charge
of the quality control laboratory. It is anticipated that
more women engineers will be employed by the participating
provinces in order to meet the additional engineering work
load that will be required to successfully implement the
rural roads program,

Women also play a particularly important role in the pro-
vincial planning activities since they represent approximately
25% of the total employees assigned to the Provincial Develop-
ment Staffs (PDS is the planning staff) of the 22 participsting
provinces. A woman holds the position as Chief Planner (Pro-
vincial Development Coordinator) in one of these provinces.



b5 _
Enginsering Analysis

1. General Description of the Project

The Project consists of the construction or improvement
of rural road networks linking farms to market areas. The
AID loan will support this rural road program which will be
administered by the qualifying provinces through the direc-
tion of the DLGCD. The Program provides financing for many
separate rural road links, each to be designated as a sub-
project which satisfies the established technical and econo-
mic eligibility standards. Selection criteria have been
adopted which will assure that each specific rural road sub-
projects will be related directly to agricultural production
or a related agro-industrial output or socio-economic benefit.
The road systems of the Philippines are divided into three
categories based upon maintenance responsibilities: 1) Nationmal
Highways, 2) Provincial Roads and 3) Municipal Roads. It is
the Provincial roads that are included in this project,

The Municipality is a rural area subdivision of the Province
and the Provincial-Municipal relation is similar to a
county~township relationship in the U,S,

A majo-
rity of the sub-project roads will be farm to market roads
serving agricultural land development areas with a limited
number of secondary roads included for improvement in cases
where they are necessary to obtain satisfactory road links
between farm areas and marketing outlets. The work will in-
clude the construction of roads in new rural land development
area and the reconstruction, reconditioning or improvement of
existing roads. Drainage structures, culverts, bridges and
ancillary structures will be included. The specific kilometer-
age of each category and grade of road to be constructed or
improved is dependent up on final selection of the sub-pro-
jects. With ®135,000,000 ($20,000,000) of project funds
available, it is estimated that approximately 750 kilometers
of roads and 2400 linear meters of bridges will be constructed/
improved under the Project.

2. Place of the AID Project within the Countrv Road Program

The importance placed bv the GOP on tcansportation is
reflected by the magnitude of activities currently underway
with a number of donors,

Ongoing foreign-assisted major highway projects as of
June 30, 1974 are the Pan-Philippine Highway (Phil) project
with a programmed length of 1,480 kilometers; International
Bank for Rehabilitation and Development (IBRD) Loan Projects,
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2,700 Kms.; Asian Development Bank (ADB) assisted projects,
570 Kms.; and the Japanese Commodity Loan Projects, 280 Kms,
for a total programmed length of 5,030 Kms at an estimated
cost of 3 Billion Pesos of which 590,000,000 Pesos has been
spent as of the end of Fiscal Year 1973-74.

Work on the roads, bridges and other structures of the
Pan-Philippine Highway was 47.6 per cent completed as of
June 30, 1974,

Under IBRD-assisted projects, work on the following pro-
ject is in progress: Digos-Cotabato Road, Manila North
Expressway, Manila North Road (Malinta-Rosario Section),
Manila East Road (Taytay-Sta. Cruz-Calamba Road), Olongapo-
San Fernando-Gapan Road, Sto. Tomas-Batangas Road, Las Pinas-
Tagaytay Road, eand the Tarlac-Lingayen Road.

Feasibility studies, of which 50 percent have been com-
pleted, are going on for the following projects under the
third IBRD package: Tiwi-Tabaco-Legaspi Road, Bacolod-Villa
Hermosa Road, Bacolod-Kabancalan Road, Negros-Cross Island
Road, Tloilo-Roxas City Road, Cebu-San Remigio Road, Talisay-
Toledo Road, Sayre-Highway (Bukidnon), Digos-General Santos
Road and several feeder roads. The projects total 1,748 kilo-
merers.

The ADB-assisted projects are the Cotabato-Gen. Santos
Road, Iligan-Cagayan de Oro-Butuan City Road, Tarlac-Sta.
Rosa Road, and the Polloc Port access road. Total programmed
length: 565 Kms. including bridges.

The Japanese commodity loan road projects, total 280 kms.
(including Bridges), include the Layac-Limay-Mariveles Road,
Cavinti-Caliraya~Lumban Loo Road, Carmen-Dapecol-Mahay-Panabo
Pier Road, Davao-Calinan-Bukidnon Road, Marikina - Infanta Road,
Agoo-Tubao-Tuba~Baguio City Road and the Lamut-Baunawe Road.

A majority of the above foreign financed road projects
are arterial roads and nearly all are in the national highway
system,

This proposed AID Project will not include any national
roads and, therefore, there should be no duplication of efforts
or overlapping with other foreign donors. This project will
include only provincial and roads necessary to complete fary
to market linkages,
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3. Preliminary Technical Considerations

Based upon their individual Road Network Development
Plans, the 14 Provinces to be included in the firsc year

of Project implementation have a total road (nventory of
18,510 kilometers of combined proviucial and punicipal
roads, A copy of these plans are available for Inspection

with EA/CD. The total kilometerage within each province
varies considerably from a high in the Province of Pangasinan
of 3,068 kilometers to a low in the Province of Bataan of

251 kilometers. More than 85% of these roads arec gravel or
unsurfaced roads of which more than half are in poor to bad
condition and will meet the basic criteria for sub-project
areas of agricultural tand which are accessible only by cart
track or bridle path. During the long monsoon season, mid-
June to mid-October, none of the unsurfaced roads can be
considered suitable for vehicular traffic.

With such a vastnumber of possible sub-projects, it will
be necessary to first rank-order the sub-projects for inclu-
sion in the "Annual Implementation Plan" (AIP). Samples of
AIPs are available for inspection with EA/CD. From this
selected list, sub-projects which are estimated to cost more
than #300,000 ($45,000) will be subjected to a fecasibilicy
stud. The limit of $30,000 is a judgmental figure intended
to represent a lower limit below which the cost of doing de-
tailed economic studies becomes an Increasingly large portion
of sub-project cost and is not justified as i safeguard
against inclusionrof a few improvements falling below the
pre-set cconomic guidelines. These smailer sub-projects may
have an apparent very high B/C ratio; Lowever, as a control,
approval of all sub-projects not having an economic analysis
will be justified by DLGCD as to reasonableness before in-
clusion into the construction program. An example of such
a case would be where there is a road serving a large agri-
cultural area which is in fair condition cxcept for one short
section, perhaps even only a box culvert, subject to periodic
flooding during much of the rainy season. For this case,
the influence area is large and would require considerable
time and effort to fully develop the benefit data to justify
a small expenditure for improvements, However, jin all
cases, sub-project selection criteria stated in Section I.A.3
shall apply,



- 88

4, Implementation Plan

The responsibility for the ldentification and selection
of potential road projects rest solely with the Province.
However, the Province must:

a, Have prepared a Road Network Development Plan (RNDP)
listing projects in priority order required to develop the
road network of the province to meet transportation needs.

b. Arnually list potential sub-projects in a Five-Year Capital
Improvement Program (CIP) that indicates the development
needs of the Province over the immediate five year period,

c. Submit an Annual Implementation Program (AIP) con-
sisting of the first year requirements of the CIP to DIGCD
and to the NEDA Regional Development Council (RDC), res-
pectively, for their approval.

d. Appropriate in the annual action budget necessary
funds required to implement the AIP as approved by DLGCD.

€. Prepare detailed road and bridge plans, specifica-
tions and cost estimates for the sub-projects.

f. Submit plans, specifications, cost estimates and if
the preliminary estimate indicaces a sub-project cost greater
than B200,000 ($30,000), an economic study will be prepared
in accordance with methodology given in Section II.C.

g Construct the roads and bridges according to plans
ard specifications as approved by DLGCD-and concurred in by
USAID,.

h. DIGCD will:

(1) Reserve funds needed for reimbursement to the
Provinces,

(2) Employ an A&E firm to review and monitor prov-
inces work on sub-projects and certify completion
according to plans and specifications.

(3) Reimburse Province for satisfactorily completed
work according to agreed upon amount as based on
previously approved cost estimates.

- (4) Establish and maintain a complete set of files
.and records in accordance with the provisions of
administrative procedure.



- 29 __

(5) Upon request in writing provide USAID all
documentation specified in Paragraphs a through g
for their review and approval prior to commencement
of construction work by the Province.

5. Design Standards

The "Highway Construction Guidelines for Provincial
Engineering Offices" has been prepared by PDAP and adopted
recently by the Provincial Engineers Association of the
Philippines as a first step in standardizing design and
construction of highway work in all 72 provinces of the
Philippines. A copy of this document is with EA/CD for
inspection. It is anticipated that all eligible PDAP prov-
inces will have officially adopted these guidelines before
implementation of this Project. This will not only standard-
ize the design features of roads and bridges but -also the
preparation of plans and estimates for projects.

Virtually all of the roads constructed/improved under
this Project will fall within the design categories for annual
average daily traffic count (ADT) below 400. Design standards
for these categories are given in Table IV below.

All materials used in construction and methods of cons-
truction will meet the Standard Specifications for Highways
and Bridges of the Department of Public Highways. These
standard specifications were adopted from and are similar
in detail and quality to those of the U.S. Bureau of Public
Roads. All roads proposed for inclusion in the Project will
be subjected to an appraisal of technical soundness and for
those sub-projects with a preliminary cost estimate greater
than $30,000 an econumic analysis as illustrated in Annex XJ
of this CAP will be prepared. 1t is anticipated that most
of the road sections will be gravel rurfacing based on a
10-year projected sub-project life. Where a more permanent
surfacing of asphaltic or portland cement concrete is indicated,
the economic analysis will utilize a 20-yedar project life,

As a general rule, all roads will consist of two lanes
having a total pavement width of 5 ¢o 6 meters with 1 to 1-%
meter shoulders widths, The roadways will consist of common
borrow, selected borrow sub-based course, and aggregate base
course designed and compacted to suppovc a 10 ton axle load.
For roads below 100 ADT the aggregate base course will serve



as the surface of Double Bituminous Surface Treatment or
Macadam will be added when justified. It is anticipated
that in a few cases an asphaltic or Portland Cement Concrete
surface course may be justified because of higher traffic
density, environmental or other technical needs.

Drainage will be provided by means of side ditches to-
gether with reinforced concrete pipe culverts, box culverts
or bridges as required to acoommodate cross drainage. Al-
though specific site conditions may dictate some variation,
~ generally where spans are more than 6 meters in length,
reinforced concrete deck girder (RCDG) bridges will be used
for spans up to 18 meters in length. Spans of less than 6
meters will generally be accommodated with the use of box or
pipe culverts. Normally, bridges will be designed for H-15
loading and will have a clear roadway width of not less than
6.7 meters; however, design for H-20 loading criteria may be
Justified in specific areas wherc abnormally heavy truck
traffic is prevalent or projected.



MINIMUM DESIGN STAKDARDS

ANNUAL AVERAGE DATLY TRAFFIC VOLUME

BELOY 100 100 to 400 401 to 1000 1000 to 2000
Minimum }Desirable | Minimum |Desirab.e | Minimum | Desirable |Minimum | Desirable
(x) DESIGN SPEED (KPH)
FLAT TOPOGRAPHY 50 60 60 70 70 80 70 90
ROLLING TOPOGRAPHY 40 S50 50 60 60 60 60 70
MOUNTAINOUS " 30 40 40 50 40 50 60 60
MINIMUM RADIUS (M)
FLAT TOPOGRAPHY 80 120 120 170 170 220 170 290
ROLLING TOPOGPAPHY 50 80 80 120 120 170 120 170
MOUNTAINOUS ' 50 50 50 80 50 120 &0 120
MAXIMUM GRADIENT (%)
FLAT TOPOGRAPHY 4 3 3 3 3 3 3 3
ROLLING TOPOGRAPHY 6 5 5 S 5 5 5 S
MOUNTAINOUS " 6 6 6 6 6 6 6 6
NOR-PASSING SIGHT DIST. (M)
FLAT TOFOGRAPHY 60 80 80 90 90 110 90 130
ROLLING TOPOGRAPHY 50 60 60 80 80 90 80 90
MOUNTAINOUS v 40 50 50 60 50 80 60 g0 |
SUPERELEVATION MAY - 0.10 M/M. WIDTH OF ROADWAY: E = ,004V4/R
WIDTH OF PAVEMENT (M) 5.0 6.0 6.0 6.1 6.1 6.7 6.7 6.7
WIDTH OF SHOULDERS (M) 1.0 1.5 1.5 1.5 2.5 3.0 3.0 3.0
WIDTH CF ROADBED (M) 7.0 © 8.5 8.5 9.1 11.1 11.1 12.7 12.7
BITUMIROUS PORTLERD CEMEKRT PORTLAND CEMENT
TYPLE OF SURFACING GRAVEL SURFACE CR OR
) TREATHEKRT RIT. CONCRETE BIT. CONCRETE
WIDTH OF RIGHT-OF-WAY ()
RURAL 15 15 15 20 29 60 60 60
KEW BRIDGES B
CLEAR VIDTH (M) 6.1 5.1 6.1 7.2 ¢ 1 11.1 12.7 12.7
DrSTICGN ROAD ) H-15 H-15 -15 H-20 B-20 11-20 H-20 E-20
VERTICAL CLEARANCE (M) 4.3 4.3 4.3 4.3 ¢.3 3 4.3 4.5

- '[E -
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6. Equipment

The 14 participating PDAP provinces will start the project
with a combined total equipment inventory of 1,352 pieces,
most. of which were acquired through the USG Excess Property
Program. The original dcquisition cost of this equipment is
more than $13 million. The 1EOs have demonstrated, during the
past two years, that this equipment level, when combined with
labor intensive construction methods, is sufficient to achieve
the construction production rate required for successful com-
pletion of the Project. It is recognized that additional equip-
ment inputs will enhance the Provincial construction capabilitieg
and that it also will be necessary to periodically replace worn
out equipment. Funding for additional and replacement equipment
is planned for by the Province in its CIP,

For current provincial equipment inventories see Annex V.
For planned provincial equipment acquisition see Annex VI,

7. Maintenance Capability and Funding

The Provincial Engineer's Office (PEO) is responsible for
the care and maintenance of all designated provincial roads,
The capabilities of the PEOs in program management, construction
and maintenance had been greatly enhanced since 1968 under the
PDAP/USAID program of excess property allocations and training
programs in operation and maintenance of equipment and in all
phases of engineering management, project selection, design,
cost estimation, contract administration and force account
construction. The PDAP/USAID program will continue to support
and upgrade che PEOs with training programs in engineering
management, equipment pool management and with additional
equipment to be made available under the USG excess property
program. PEO road and bridge maintenance capabilities are
considered adequate and are expected to improve during the life
of the Project.

Prior to the Decentralization Act of 1967 (R.A, 5185) the
care and maintenance of all roads and highways in the Philippire s
was under the exclusive jurisdiction of the Department of Public
Highways (DPH). The act provided for creation of the PEOs and
made the province responsible for care and maintenance of local
(provincial) roads while DPH retained Jurisdiction over the
national highway system.
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The basic project implementation agreement between DLGCD
and each implementing province will contain a provision which
requires that any road segment included in any sub-project
under this Project shall be incorporated into the provincial
road system and that the province covenants to take all action
necessary to provide funds for, and insure, the adequate
ma2intenance of said road segment .

In the past the provinces had some difficulties in finding
sufficient funds to adequately maintain their roads. This
problem may have becn solved when Republic Act 917 was amended
by Presidential Decrees Wo. i7, 130 and 320 to specifically
provide for an avcrage basic cost per kilometer for Nationatl
Highways and further states tlat the Provinces shall receive
an amount equal to fifty percent (50%) of the current basic
national cost pcr kilometer for cach kilometer of provincial
road recommended by the Provincial Governor and accepted by
the Commissioner of Public Highways to be part of the Provincial
system.

The Act also states that in order to qualify for the
national aid for maintenance the Provinces shall be required
to submit an annual maintenance program for the entire nec-
work of roads under their jurisdiction for approval by the
Commissioner of Public Highways and to provide a certification
that counterpart road and bridge maintenance funds have been
appropria ted by the Provirce in the amount of one-half of the
National aid (i.e., 25% of the average basic per kilometer
unit maintenance cost for national highways).

The current basic unit cost for maintenance of National
Highways used as the¢ basis for computing national aid is
¥4,500,00 per kilometer. Kamsax-Berger, the present general
consultant of the DPH, under IBRD financing,has recommended
an increase in the basic cost for maintenance to B6,500.00
per kiloneter of which has been zpvroved hv the NPH it 4a
still pending with the Commission on Audit, coP,

Maintenance Practices

Eacn PEO maintenance division is headed by a senior
engineer who is assisted by junior engineers, foremen, and
employs work gangs led by capataz (sub-foreman) for each
category of maintenance work (such as asphalt patching,
bridge repair, drainage repair, etc.). These work gangs
are supported by equipment from the Equipment Pool. The
basic equipment norimally assigned to the Maintenance
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Division consist of: 1l-jecp for inspection, 2-service
trucks to trznsport men, materials, hand tools; and such
other maintenance equipment as dump trucks, roadgraders,
cranes, etc., which are assigned as needed depending on the
work items to be performed and the work schedule.

The labor requiremint for maintenance normally runs to
about 50-70% of the total maintenance cost with & maintenance
gang of eight unskilled iaborers generally being used for
every road section of not more than 20 kilometers length. In
addition to this, skilled workers such as masons and carpenters
are moved from sub-project to sub-project as their skills are
needed.

Tt.e PEOs have sufficient personnel and equlipment to meet
the requirement of normal activitize in both maintenance and
construction. Wihere a program such as the Flood Rehabilitation
Program calls for a heavier work load, the use o1 private
contractors or suppliers have proved very zuccessful in accelerat-
ing produccion without the need for acquiring additional equip-
ment which may .ic idle during periods of normal operation.
Private contracto.s nave also been used effectively and econo-
mically to provide equipment inputs not available in the
Pirovincia 1 iquipmeat Inventory or to meet deadlines including
the threat of monsoor s3easons, etc.

For road seccions near the Equipment Pool and/or PEO
Compound, equipment &nd personnel are assignec on a daily
basis. However, for ereas beyond 30 kilometers from the PEO
Compound, ccuipment and personnel are generally assigned on
permanent basis with personael being given incentives in the
forwm of field allowances. Supervision is accomplished by
periodic inspection (scheduled and unccheduled) on the progress
of =he work. In cases where uwasikiiled labor can do the work,
casual laborers are hired at the job-site in order to economize
on cost of transportation and other incidenral expenses, and
to provide emolument and employment opportunities for local
iabor forces.

Maintenance normaily has priority over new construction in
the assignmeat of cquipment, espeacielly during the pericd
before, during and immediately afcer the monsoon season. The
priority is altered during the dry season when construction
activity is at its peak,
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Table V gives a li{st of all unit costs which will be used
at the start of this project., Table VI gives an example of
the analysis used in developing the unit costs of Table V.
The unit costs will be revised whenever DLGCD/USAID mutually
agree that actual costs have changes a significant amount to
justify establishing new unit costs.

10. Labor Utilizstion

The use of manual labor in road and bridge construction
is not new in the Philippines. Some of the roads considered
for improvement uincer this program were originally constructed
with the exclusive use of manual labor. In the more recent
past the tendecucey in tha Philippines has been to move toward
the use of modern macharnized construction methods; however, the
receat world fuel crisis apd the rising cost of qperating and
maintaining equipment has resulted in a new Proviacial policy
encouraging labor-intensive programs in construction and
industry to alleviate the unemployment in the rural Areas.

Abundant exeinples of using inteasive labor to supplement
mechanication are found in the projects performed under the
Flood Rehabilicaiion and Special Infrastructure Programs.
Some examples are:

a. More than half of all the Select Borrow Base Course,
Aggregate Base Coursc and Aggregates for concrete and asphalt
mixes for the puoograns, were loaded and unloaded using flatbed
trucks by pick and suovel labor. This resulted in an average
labor force o from 3000-4000 man-days per kilometer of aggre-
gate base course surfaced roadway.

b. Aggregates normilly must be screecned and washed in
order to meet plans sad spacifications. In most cases,
screening and washing of sggregates are done solely by manual
labor resulting in a valve added for manual labor of 15-25%
of the cost of the material,

c. Asphalt macadam surfacing is constructed by spreading
aggregete courses and applying asphalt by hand labor. This
results in an adcition average of 1000-1200 man-days of labor
per kilometer when this type of surfacing is used,

d. Portland Cement Concrete Pavement is constructed by
25 to 35 men labor groups feeding aggregates into a two or
three-bag concrete mixer, then spreadirg and finishing the



ITEM

Special
Special
100
102
103

105
106

107
108
110
117
118

200
302

303

304
305
308

310

DESCRIPTION

Freliminary Engineering
Road
Bridge

Clearing and Grubbing

‘Stripping

Removal of Bridge
Culverts and Siphons
Roadway & Drainage Excavation
Excavation for Structures
106-1 Under Vater
106-2 Above Water
Borrow
Aggregate Subbeasc
Foundation Fill
Protection Ditches
Preparation of Previously
Constructed Roads
Ag:regate Base Course
Bitumirious Priwme Cost
(Emulsified)
Bituminous Tack Cost
(Emulsified)
Bituminous Surface Treatmeng
Aggregate
Asphalt
Bituminous Seal Cost
Cover Materials
Asphalc
Dense Graded Plant-Mix
Surface Course
Erulsified Acphalt Type)
Bituminous Concrete Surface
Ccurse

STARVDARD UNIT COST

M.
Ha.
S5q .M.

Each
Cu.M.

Cu.M.
Cu.HM,
Cu.M,
Cu.M.
Cu.M,
Lin.M.

Km,
Cu.M.

M.T.
M.T.

Cu.M.
M.T.

Cu.M.
M.T.

ECONOMIC COST

(Total Cost
Less Taxes)

P 744,00
186.00
2,752.00
1.10

5.22
35.72
23.00

7.20
23.0D
13.80
11.64

4,128.00
25.50

984.00
984.00

23.00
1,476.00

25.76
1,476.00

77.90

FINANCING COST

REIMBURSABLE COST

(Total -
Contract Cost)

P 800.00
200.00
3,200.00
1.20

5.80
38.00
25.00

8.00
25.00
15.00
12.00

4,800.00
30.00

1,200.00
1,2C0.00

25,00
1,600.00

28.00
1,600.00
95.6G0

120.00

(Direct Cost)

o] -

1,200.C0
0.80

4.32

31.54
20.75

5.36
21.25
13.-5
10.52

3,456,050
22,80

876.C0
876.GC0

21.25
1,16&.C0

[S23
[$ SR}
-

<) on
QO

1,1

A JTHVI
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ITEM
312

316-1

401
402
403
405
405 A
406
407
409
410
412
413

500
501
514

DESCRIPTION

Dense Graded Travel Plant-Mix

, Surface Course

Portland Cement Concrete
Pavement (0.15M)

.Pecrtland Cement Concrete

Pavement (0.20M)

Timber Detour Spans

Piling

Concrete Railing

Corcrete Class YAY

Pre-Stressed Concrete Structures

Reinforcing Steel

Structural Stcecel

Sheet Piles

Treazted and Untreated Timber

Stone Masonry

Reinforced Concrete Culvert
Pipe
413-1 18" RCP
413-2 24" RCP
413-3 30" RCP
T413-4 36" RCP
413-5 42" RCP

Grouted Riprap

Hand Laid Reck Enbankment

Shouldering

UNIT

Cu.M.
Sg.M.

Sq.M.
Lin. M.
Lin.M.
Lin.M.
Cu.M,
Each

Kilo

Kilo

Lin.M.
Lin M.
Cu.M.

Lin.M.
Lin. M.
Lin, M.
Lin.M.
Lin.M.
Cu.M,
Sq.M.
Sq.M.,

ECOROMIC COST

FINANCING COST

(Total Cost
Less Taxes)

36.12

47.30
7,440.00
213.60
136.00
408.00
4,68
10.80

57.00

85.50
123.50
193,50
218,50
332.50

85.50

76.£0

(Total -
Contract Cost)

42,00

55.00
§,000.00
240,00
160.00
4£0.00
5.20
12.00

60.00

90.00
130,00
170.00
230.00
350.00

90.00

£0.00

REIMBURSAELE COST

{(Direct Cost)

30.66

40.15
6,800.00
180. 09
115.20
412.80

&.42
10.92

45,00

7G.20
97.50
136.C0
190,50
297.30
7£.50
6€.G0

_Ol’f -
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ITEM 108 - AGGREGATE SUBBASE

VOLUME = 1,650 Cu. M.

MATERIALS:

RENTAL OF EQUIPMENT:

1,650 Cu. M, x 17 = $£28,050.00

1 - Rd. Grader @ P250/day for 4 days
1 - Pneu. Roller @ Pl08/day for 9 days
1 - kd. Reller @ P245/day for 9 days
1 - Water Truck @ P170/day for 9 days
1 - Water Pump @ P20/day for 9 days
1 - Service Vehicle @ p30/day for 9 days
P.O.L.:
1 - Rd. Grader ¢ P69,626/day, for 4 days
1 ~ Bd. Roller @ P65.414/day for 9 days
1 - Pneu. Roller @ P58,96/day for 9 days
1 - Water Truck @ ?64.34/day for 9 days
1l - Water Pump @ P6.41/day for 9 days
1 - Service Vehicle @ £30.348/day for 9
days
LABOR:
1 - Proj. kngr. @ P14.50/day for 9 days
1 - Const. Foreman @ P13,00/day for
9 days
1 - Rd. Grader Optr. @ P13,00/day for
4 days
1 « Rd. Roller Optr. @ ¥13,00/day for
9 days
1 - Puneu, Rolier Optr. @ Pl3/day for
9 days
2 - Driver @ P12.00/day for 9 days
2 - Lab. Tech. @ P12.00/day for 9 days
1 - Water Puwp Uptr. @ P12,00/day for

h

(S R

9 days
Laborers (@ 22,00/day for 9 days

Instrumentmaa (@ P10.00/day for 9 days -
~ Helpers @ P3.00/day for 9 days

Rodman & $9.00/day for 9 days
Night Watchman @ P8.00/day for 9 days

Reimbursable

P 278.00
588.00
531.00
580.00

57.00

273.00

£2,307.00

£ 131.00
117.00
52.00
117.00

117.00
216.00
216.00

108.00
1,800,00
" 90.00

288.00

81.00

216.00

£3,549.00

TABLE VI

Non-Reimbursabie

£1,000.00
972.00
2,205.00
1,530.00
180.00
270.00
P6,157.00
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VI.

-~ ha_ TABLE VI-A

GEN. SUPERVISION: Reimbursable Non-Reimbursable
1 - Const. Supervisor @ P23/day for
9 days P 207.00
l - Q.C. Supervisor @ P23/day for
9 days 207.00
P 414,00
MISCELLANECUS :
Per Diem P 538,00 P 45,00
Reserve for Leave 460.00 -
P 998.00 P 45.00
SUMMARY
Reimbursable  Non-Reimbursable
I. TERIALS £28,050,00 p -
II. RENTAL OF EOUTIPMENT - 6,157.00
III. 2.0.L. 2,307.00 -
IV, LAROR 3,549.00
V. GEN. SUPERVISION - 414,00
Vi. MISCELLANFOUS 998.QQ 45.00
P34,904.00 P5,616.00
TOTAL ESTIMATED REIMBURSABLE COST = = = = = - - - £34,904 .00
ESTIMATED UNIT COST (REIMEURSABLE) = = = = = o - . P21,154
Say - - » « = - o2 3 P21.25
TOTAL ESTIMATED FINANCING COST R P41,520,00
ESTIMATED UNLT COST (FINANCING) = = = = = = = = P25.16

Say « = = = = = - - £25.00
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concrete mix by hands, With a production capacity of about
50 linear meters of one traffic lane (3.05 meters width)

per day for a two-bag mixer, this amounts to a labor require-
menc of 1200 to 1500 man-days per kilometer in addition to
the 3000 man-days required for placement of aggregate base
course. These same labor-intensive methods are employed for
placement of concrete in bridge and culverts,

e. Timber trestle bridges will be used in about 25 percent
of the cases for this project. All the work, except pile
driving, is done by manual labor and represents about 30-35% of
the total cost of the structures.

The above shows a high utilization of common labor
expected to be used in these proposed road projects. In
summary, the labor component per kilometer is as follows:

Gravel roads ~ 3000 rto 4000 man-days

Asphalt surface treatment or asphalt macadam - 4000 to
5200 man~-days.

PC concrete surfaca - 4200 to 5500 man-days.

The GOP has established a minimum wage rate of B8,00
per day. Converted at this rate the above labor cost component
amounts to:

Gravel Roads - #24,000 to 32,000 per KM,
Asphalt Roads = B32,000 to 42,CJ0 per KM,
Concrete Roads - B34,000 to 44,000 per KM.

The above does not consider the value added for labor
for quarrying of materials and construction of minor
structures.

These labor costs represent approximately 40% of
gravel rcad costs and approximately 20% for hard surfaced
roads. In cdditiorn, epproximately 20% of the Province sharing
cost of ®35,000,000 will go to service costs, mainly in the
form of wages to professional and management staff labor. By
conservative estimate, tais means that B36,000,000 of the total
Project cost will be p:id to the Provincial labor sector, of
which approximately ¥29,000,000 will be wages to the common
labor forces and B7,000,000 in salaries to professional and
management staff labor.
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11. Environmental Aspects

a. Background

The QOP recognizes that '"the danger of air and water
pollution is becoming a serious health problem, particularly
in areas of high concentration of motor vehicles and indus-
trial facilities". 1In 1964, Republic Act 3931, known as
the Pollution Control Law, was enacted creating the National
Water and Air Pollution Control Commission (NWAPCC), an Agency
to control, abate and prevent the poliution of the Philippine
environment. This agency gpearheads the GOP program on anti-
pollution,

The NWAPCC has cstablished standavds and promulgaied
rules and regulations requiring heavy pollution offenders to
adopt appropriate controls., The Agency has investigated
complaints of air and waver pollution in all areas of the
Philippines and has embarked on & research program which pre-
sently involves five major rasearch projects: two on air
contaminant levels, two or water pollution effects on fish
and one on classification of rivers and estuaries.

. Project Environmental Impact

The basic goal of the Project is to facilitate
increased agricultural production through the provision of
adequate trancport facilities between farm arcas and market
outliets. This supports the GOP goal of developing farm pro-
duction to meet the nceds of the populace. Therefore it can
be stated that the envircamental impact of' the Proje¢t upon
the country will be beneficiel to the degree that the basic
goeal 1is reached.

The lecal community in the immediate vicinity of the
road can be 2xpected to vealize 2 somewhat more intense
version of the b:nefits oi increased availability of farm
products aund in addition will be subjected to environmental
consequences, both beneficial and detrimental which mey be
directly atuributed to the Project. Such consequences will
include short term effects during counstruction such as dust,
inconveniences of traffic delays and employment of iocal
labor, and long term effects such as increased agricultural
outputs, increased fertilizer pollution of surface water,
increased vehicular traffic air pollution and better access
to health, school, recreational and other public facilities.
Efforts will be made to minimize detrimental effects and,
where possible to enhance those considered to be beneficial.
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(1) Conservation and Preservation

Water and air pollution in the form of soll
erosion and dust are inherent in counstruction projects
involving large areas of bared earth and applications of
earth embankment or aggregates. Erosion will be minimized
by keeping work areas graded to facilitate controlled
drainage. Dust will be minimized by watering of haul
roads, work areas and in borrow areas when necessary to
assure optimum moisture content of the materials during
handling. The design of roadway drainage facilities, side
ditches and cross drainage, will seek to facilitate the flow
of surface watcr in the naturally establis hed patterns and
thus minimize long term eifects of erosion. Air pollution by
dust generated hy traffic is a long term effect which ie in-
hereat in gravel-surfecod road use. With traffic volumes of
iess than 100 ADT the dust generated should not bc harmful
to crops. The Philippine cultural traits of rural families
grouping their homes togecher in small settlements rather than
scattered on their individual farm enhances the ability of
minimizing dust related effects on humans, Where traffic is
more tnan 50 DT short stoctches of road through such settle-
ments will be pivel . bivuminous surface treatment for purposes
of dust coantrol. Venicle exhaust emissions of traffic even
in the low voiwnes expected to use these farm to market roads
are a factor to be considered; however, scant attention need
be given this problem since low traffic volume and wide dis-
persion areas make this aspect negligible.

-

The roads will normally follow the contour of the
land uriiiziay side borrow with no massive excavation or
cmbankment areas anticipaced. Where fill sections are needed,
sub-base marerial normaliy wili be hauled in since the roads
go througnh valuable rice rand and it is cheaper to haul in
material than to destroy productive agricultural area.

(2) Social benefits to the farm communities from
improved access to marker centers are of significant
importance and include,in addition to the heightened af-
fluency resulting frem increased agriailtural production,
easier access to facilities normally clustered around
marker centers such as health facilities, family planning
centers, schools, wocreational facilities, parks and other
public facilities and a chance to participate in local
government activities.
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Economic Analysis

1. Introduction

The provinces expected to participate in this project
have prepared or are required to prepare individual Road
Network Development Plans which identify specific road seg-
ments on sub~projects. Each province will subject these
sub-projects to a two-stage screening process to determine
their economic feasibility. The preliminary screening of
sub-projects will be made in accordance with the initial
celection critecia listed above in Section I.A.3. Only those
sub-projects which comgly with the initial selection criteria
will Le subjected to individual economic analyses in accordance
with the general meathodology sef forth in Annexes XI and XIT.
The sub-projects which meet the minimum economic and technical
criteria shall be considered eligible for financing under this
project.

USAID and PDAT have agreed, in principle, on the economic
critersa (including a consideration of social and socio-
economic benefits) to be used in eveluating sub-projects.
Three methodologies were considered which are listed below
in descending order of simplicity of application.

PVl

E;* or the First Year Benefit/Cost Method

Benefitc/Cost Ratio (B/C) Method
Interzal Rate of Recurn (IRR) Method

In general, the screening process shounld limit analyses
to minor feeder roads and penetration roads (see balow for
definition) for improvement or constructicn to gravel stand-
ards or possibly major feeder roads to higher standards.

A simplidied ISR Method over a 10 year evaluation period has
been selected as che most appropriate for determining the economic
feasibility of improving or constructing rural rcads to gravel
standards. For a few projects where a more permanent surfacing
of asphaltic or portland cement corncrete is indicated, the economic
analysis will utilize a 20-year project life. The first year
B/C method is inappropriate when future development benefits are
the one main reason for road improvement, The B/C method may lead
to ratios which cannot be effectively compared. As the Provincial
Development Staffs (PDS) analyze more projects using the IRR
method, the simpler B/C method should be tested to determine if it
gives significantly different results in evaluating rural road
projects. If the results are not significantly different then

the B/C method could be used. A 15 percent discount rate is
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considered as an approximate measure of the opportunity cost of
capital in the Philippine economy. 1In terms of the internal
rate of return criterion, sub-projects should have an IRR of 15
percent or greater to be deemed economically feasible.

2. Economic Evaluation

The underlying concept for evaluation is the "with or without"
criterion, The analyses shall seek to measure the benefits relative
to costs without road improvement or construction and with road
improvement or construction., Improved rural roads will reduce
transportation costs. Stimulate marketable agricultural produc-
tion and facilitate commercial activity for rural arecas particularly
in the movemeat of agricultura! inputs to the producing areas and
the movemont of agricultural surpluses to markets and processing
(agro-~industrial) facilities. Small farmer communities may also be
linked by sll weather access to medical, educational, auricultural,
extensicn and other cervices and ideas thus contributing to the
enrichment of rural lirfe,

For minor feeder and penetration roads the stimulation of market-
able agricultural surpluses would substantially increase small farmer
income. Crops produced for consumption by a farmer's family will
not be materially affected by road ijmprovement, This analysis
therefore concentrates on crops produced for sale outside of the
immediate producing area,

Rural roads can be functionally divided into threc oategories
based upon their service te agriculture, the area served, traffic
levels, road condition and the anticipated benefits from road
improvement., These are major and minor feeder roads and penetration
roads,

a) Malcr Fooder Koodg

Major feeder roads serve as a main access route to
agricultural areas connecting poblacions and produce collection
centers to the primary road network. Current traffic levels
are high on major feccer voads and they are usually open to
traftic throughout the year. Although operating costs are
high because of low construction and maintenance standards,
these roads do not significantly hinder the transport of
agricultural inputs or of commodities to market. The major
result of improvement will be the lowering of transportation
costs (raduced vehicle operating costs). Present users of the
road and those who would normally be using the voad in the
future will iancur lower costs for operating their vehicles.
The present value of the algebraic sum of annual vehicle
operating cost savings and road maintenance cost differences are
compared with the present value of construction costs to detere
mine the probable return on investment.



- 49

b) Minor Fecder Roads

Minor feeder roads serve smaller producing areas and
cooperatives. They are in general closed part of the year
or are very difficult ot negotiate in the rainy season,
Traffic levels are moderate to low, These roads are a
first link in the farm to market transport system comnecling
agricultural producing areas to nearby pbblacions and produce
collection and storage centers and/or the major feeder road
networks. Increased agricultural production is a basic
reason for road improvement and should result from extended
road use in the rainy season, thus allowing more production
to reach markets and inputs to reach the producing areas.
Forecasts of induced production over the analysis period, net
nf other economic costs is the baser for estimating benefits of
roac improvement, Vehicle operating costs savings are small
in scarcely populated areas because of low traffic levels but
can be a significant Ffactor for some minor feeder roads when
present traffic is higher. The present value of the algebraic
suwt of the net incoue to swmall farmers from agricultural pro-
duction generated by road improvement, vehicie operating cost
savings and cancal road maintenance cost differences are
compared with che nresent value of construction costs to
determine the probable return op investment,

c) Penetraticn Roads

Peneiration roads usually involve new construction or
improvenent of low standacd roads og tracks. Penetration
roads cin open up entively new areas of settlement or serve
areas where cash crop production is very small due to lack
of transport facilities. Dry weather access is difficult
and in some cases impossible due to the lack of bridges aver
perenaial streams. Traffic levels are very low to non-
existent. There is a high uncertainty as to the rate and type
of development whicli could be expected from the establishment
or inprovement of penetration roads, stimulated agricultural
15 the main benefit to be derived from penetration roads,

The prescac value of the algebraic sum of the net income to
small farmers from agricvltural producticn generated by road
lmprovement anc annual road maintenance cost differences are
compared with the present value of construction costs to
determine the probable return on investment. Penetration roads
may also be evaluated as part of a sub-project scheme., Here a
package approach can be used. See Annex XI for a more

thorough treatment.
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USAID and PDAP have also agreed that the Provincial
Development Staff (PDS) of each participating province
will bear responsibility for undertaking the required
economic analysis., The present capability of the PDS to
accomplish the required analytical tasks varies from
province to province., All the PDS's given adequate training
and experience are capable of acquiring the necessary skills
for project evaluation, Additibonally, PDAP will conduct a
training pxégram for PDS staff to familiarize them with the
methodology discussed below, A sdfficient data base exists
to warrant an economic analysis according to the guidelines
described here and in annexes XI and X1I.

. Financial Plan

1.

Summary Cost Estimate and Financial Plan
(R Million)

Original Construction by Provinces - ® 135.0
(Financed by internal generations or loans)

Reimbursed to the Province by DLGCD - R 100.0
(From Discretionary Funds P.D. 144)

Reimbursed to GOP by loan funds in SLC - 8 100.0
($15.0 Million)

2. Finecucial Procedures

USAID will use the Fixed Amount Reimbursement (FAR)
procedures co finance this project. Basically this mathod
is a contract in which the GOP mobilizes its own resources
and assumes full responsibility for implementation of the
project prior to disbursement of any loan funds. GOP/USAID
have considerable expcrience with this financing method for
it was used on a $50 wmillion grant made in 1972 for flood
renabilitation projects in the areas of schools, irrigation
systems and flood works as well as provincial roads and
bridges.
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Based upon agreed direct cost (labor, material, POL and
excluding contract profit, overhead and project supervision)
at the time of final design of each sub-project, the DLGCD
will reimburse the province after the A & E firm responsible
for monitoring the project certifies that the sub-project was
constructed according to the previously agreed plans and speci-
fications. Periodically AID will reimburse the GOP by esta-
blishing a dollar credit in a Special Letter of Credit in a
U.S5. bank for that amount that DLGCD reimburses the provinces.
The costs will be calculated in Philippine pesos and reimburse-
ment by AID will be based or the official rate of exchange
(currently 86.6672 to U.S, $1) at the time that the sub-project
is completed and accepted by DLGCD. AID reserves the right
to raview any sub-project file prior to or after reimbursement
has been made. To the extent that USAID staff time permits,
USAID will review as many sub-projects as possible.

3. Speciil Letter of Credit (SLC) Arrangement

As stated above, upon certification by the A & E {irm
that the sub-project was completed according to the pre-
viously agreed design and specilications, AID will credit
the SLC by the zgreed amount. In practice, the amount to
be reimbursed “ar Subsprojects will be accumulated and the
SLE iocreased oy ¢ accumulated amount every six months,
The SLC will be drawn down by the GOP with inputs from the
U.8. The GO? has expressed the intention of procuring heavy
soastruction quipmoat.  Hevever, the SLC i available for
fay purchase that the GOF way wish to make. As evidence of
VoS, dmparus, only billy of lading and suppliers invoice will
be required fore paymenc by the U.S. bank. Other than source
and origin lojuiremonts, no other procurement regulations will
2pply to the SLC.

4. dmpact or U8, Bolance of Payments

Therz {5 no foreign exchange requirement as such for the
project &nd ro AID fuads will be earmarked for such purpose,
Since loan funds will be paid in the form of a SLC tied to
U.3. procuremear, there will be no direct impact on the U.S,
balance of payments,
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5. Philippine Econamic Situation and Debt Service Capacity

Recent Econanmic Developments

In the past two years there has been a sharp increase in the
level of econamic activity nn the Philippines. The growth in real
GNP, which had been about 5-6 percent a year for more than a decade,
doubled to 10 percent in 1973, and is estimated to be about 7 per-
cent this year. The strong recovery in 1973 was led by the internaticnal
camodity wocm and resultant increased export incames in the Philippines
by a strong recovery in agricultural andindustrial production for the
domestic market, and by an expansion in public and private investment.
Underemployment and wneaployment remain quite high, however, and in
carnon with most other countries, the rate of inflation increased
appreciably in the past 18 months.

The agricultural sector grew by 7 percent in 1973, Rice producit-
ion in cro. year 1973-74 increased by 23 percent over the level of
the previous vear when ficod severely affected output. This increasc
has becn mainly due to favorable weather conditions, increased use of
fertilizers, more supervised credit and increased investments in
supporting raral services. The Government has moved ahead with its
progran of agrzoien refoma for the nation's ane million rice and corn
faim tenancs. 3y mid-1$74, 176,000 land transfer certificates had
bean issued, mainly to tenants on the larger holdings. The Government
ncw hopes to issue certificates to all tenants on farms above 24
hectares. There is a stronyg prima facie case for pressing ahead with
the prcgram in the 7-24 hectare farm size range. Implementation
below the 7 hectare level will be extremely difficult and benefits
less cbvicus, in view of the numarous owners and tenants and small
parcels of land held.

The 1ndustrial sactor grew by ebout 12 percent in 1973, Non-
traditinnal industrial exports, which have been increasing since 1970,
are estimatd to have doubled in 1973 to about $200 million. However,
industrial cxports have keen affected by the recent slowdown in the
ccononlcs of key trading cartners, and earnings are expected to level
off thisg yaer,

The growth in producticn was also ascisted by increased public
dovelopment outlavs in 1973 made possible by a significant improvement
in the financiel position of the Government., The ratio of public
investaent bo GNP is currently about 3 percent campared with 1.6 per-
cant in FY '72. Tre Govermmeat has implemented a series of long
needcd tax reform and inprovensnts in tax administration. As a
result, the ratic of National and Local Government tax revenues to
@V has increased from an average of 9 percent in recant years to an
estimated 12.4 percent in FY* 74,



High prices for the Philippines' chief exports, including covonut
products, sugar, copper and weod products, were largely responsible
for an increasc in merchandise receipts of almost 70 percent in 1973.
International reserves rose by about $600 million during the year and
stood at $876 million, equivalent to about five months of imports, at
the end of the year. However, since mid-1974, a large trade deficit
has appreared, largely because the growth in export prices has moderated
but inport prices have continued to rise rapidly. Because of the very
rapid growth in export incame in the past two years, and continued
good debt management policies of the Government, the burden of medium
and long-term debt has declined dramatically. The ratio of debt service
payments to export receipts has come down to an estimated 15 percent
this year, compared with & high of 27 percent in 1971.

In the latter part of 1973 inflation emerged as a major problem.
Since mid-1973 consumer prices have been rising at an annual rate of
more than 40 percent. This has bean caused by the large increase in
liquidity since thc exportc boom began in 1973, and by a number of cost-
pash factors, including the higher rate of world inflation, domestic
food shortages and the increased cost of petroleum, Monetary and
Tiscal policies have airmed at absorbing the excessive liquidity
expansion, and in recent months the rate of inflation has been moderating.

The Energy Crisis

Imported petroleum provides same 97 percent of the Philippines'’
total energy requiremenits. In 1973 the equivalent of 71 million
barrels of petroleum crude and petroleum products were imported at a
cost of about $230 miilion c.i.f. When the energy crisis developed
late last year, the Government moved quickly with conservation measures
to reduce non-essential consumption. In 1974 imports of petroleum and
products are likely to e about 7@ million barrels at a cost of about
$780 million ¢.i.f.

The Covermment has decided to accelerate the develogment of local
enexgy sources, especially hydropower and geothermal energy. Supple-
mented with nuclear eneray in the 1980's, total demand for energy is

expecied Lo grow ot abour 10 percent a year, and even with more rapid
devaiormee of natural power scurces, petroleum would still account

for more than 90 percent of cotal energy needs by 1980,

Growtn Prospects

The enrupt deterioraticn in the external rterms of trade since the
middle of 1974, and the recessicn in the econamics of key trading
partners threatens some of the Philippine' recent economic gains. The
labor force continues to grow at 3 percent a year, and although employ-
ment has expanded appreciably in the past 18 months, there is still
widespread unemployment and underemployment.
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The first year process will be repreated ir. the second
year at'ter the project has been completed.

Three years after completion of the minor feeder road,
the prevince will conduct an extensive review of the pro-
Ject. The province will prepare a new land use map of
the influence area and obtain and record the corresponding
inTormation that was obtained at the start of the project.
The province will also establish the current ADP and current
ennual maintenance cost. The province will analyze this
information ana record their findings in a formal report
that will be transmitted tc DLGCD (a covy of the raw data
will be included with the formal report) and AID Tor review
and analysis.

In May 1975, after the first ALP''s have been approved,
PDAY will assist cach participating province in the se-
lection of a Muyor teeder lcad, = ¥Minor Feeder Road and a
potentinl Fenctration Read that meet the program criteria,
but are o lower rriority., The provirce will then obtain
the same baseline inforxation Tor eacu type of road as de-
seribed above. 'These three selections will scrve as a control.
A covy of this information will be transmitted to DLGCD
and another copy retained by the vnrovince.

In May 1977, the provincas will collect the same type
ol intormation on the thres contrcl roads as they obtained
in May 1973. "he province will analyze the changes and
submit a reporl of tneir findings to DLGCD. These results
will be comparced to changes that have occurred in the areas
wnere roso s onrve beern constructed.

£5 new provinces -nber the program, PDAP will assist in
the seler~tizon ol similar control roads for which the res-

pective srovinece will obtein the necessary baseline data.

Addiviona’ © tailo concerning the preparation of the
sub ) project qations wiil be included in Su. plement T

(s
of +the Hurdl Tcouws Aaministrative Procedures.

DLGCD, DAY and USAT w2 review the resuits ol the

project uatlcns dnoie the fivst two years of the program
before fianl:.ing evaluation procedures for ithe third year.
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SECTION III - LOAN ADMINISTRATION

A-

Target Dates

On the assumption that this loan will be authorized in
November 1974, the Loan Agreement will be negotiated during
the month of December 1974 and signed prior to December 31,
1974.

Since loan funds will not be disbursed until a consi-
derable number of sub-projects are actually designed,
constructed and found acceptable, it is anticipated that the
first disbursement will not take place before June 1975.

To insure timely implementation of this project, AID will

require that all CP's be met prior to approval of any sub-
project by DLGCD, Final disbursement will occur prior to

December 1978.

By March 31, 1975 the iavolved provinces should have
establishced their craining programs for the sub-project
e¢conomic evaiuation, DLGCD should have contracted for the
A & E firw to monitor the project and the preliminary sub-
project seleccion made according to the PDAP Administrative
Procedures.

Disbursement Proczdures

The rcimbursement by DLGCD to the provinces will follow
the standard practice established by PDAP and detailed in
the Administrative Proceduras. DLGCD will accumulate re-
imbursement claims paid and quarterly present them to AID
for dollar rexmbursement ia the Special Letter of Credit,

After revicy of all reimbursement claims and supporting
documentation, the USAID Assistant Director for Provincial
Development wiil coguest ALD to reimburse the GOP for the

agreed¢ amousc in the Special Letier of Credit in the U.S.
bank designzzad by the GOP. Subsequent reimbursements will
be additions te tae SLC.

Monii osin: fosvonsilbilities

The Provinciz: Engineer in each province will be
primarily responsible for implementing including monitoring
the project in theic respective provinces, DLGCD will con-
tract wich .ucal & & E firms to provide independent monitor-
iug of the Project. The A & E firm will be responsible for
(a) reviewing each sub-project design and specification and
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recommending to DLGCD the amount of the cost reimburse-
ment portion, (b) inspecting and monitoring sub-project
construction to assure conformity to previously agreed
design and specifications, (c) inspect each sub-project
after completion and recommend reimbursement or reject
the project and recommend that reimbursement be with-
held. The forms and procedures used in project monitor-
ing are detailed and illustrated in the Administrative
Trocedures.

D. Reports

The reporting procedures and formg required of each
participating province are contained in the Administrative
Procedures. Basically, each province will submit a monthly
report to DLGCD aud USAID on the status of the Project.

E, Conditions Precedent

The major conditions precedent required of the Borrower
and/or the DLGCD in addition to the standard CP's prior to
any disbursement of loan funds are recommended as follows:

l. Written assurance from the Burecau of Public Highways,
endorsed by the Borrowe: (GOP), that all roads and bridges
improved/construcred under this project will be eligible for
classification ag Provincial Roads and therefore eligible
for annual mainianance funds as specified in Presidential
Decree 17 and -320.

2. Written agsurance from thne Borrower (GOP) that annual
malatenance funds will be provided as speciried in
Presidential Decrees - 17 and 320 for each road improved/
coastructed unde: the Project,

3. DLGCD will be required co provide AID with a three-
year implementation plan, including Projection of funds
for contracting wich local A & E firms,

4, DILGCD wiil contract with o local A&F firm, with concurrence
of USAID to provide above described reviow and monitoring mervices,

5. Conditions Zrecedent are outlined in more detail in the druft
Loan Authorization attached es Annex I.



AID-DLC/P-2059

DRAFT
DEPARTMENT OF STATE ANNEX ONE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D. C. 20523 Page 1 of 3

QFFICE OF
THE ADMINISTRATOR

Ioan No. L92-

CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided from: Food and Nutrition
(Philippines: Rural Roads Loan)

Pursuant to the authority vested in me as Administrator, Agency

ror Internaticnal Development ("A.I.D."), by the Foreign Assistance
Act of 1961, as amended, (the "Act") and the Delegations of Authority
igsued thereunder, I hereby authorize the establishment of a loan
pursuant to Part I, Chapter I, Section 103 and Chapter 2, Title I
the Development Loan Fund, to the CGovernment of the Republic of the
Philinpines ("Borrower") acting through the National Economic
Development Authoritby of not to exceed Fifteen Million Dollars
($15,000,0500).  The procceds of this loan will be used to reimburse
the Borrower for un to seventy-five percent of the peso costs of a
progran of subueojects executed by participating Provinces to
construct or improve approximately 750 kilometers of rural roads
and 240G linecar meters of related bridges in orovincial areas of
the Philippines. The loan shall be subject to the following terms
and conditions:

1. fInterest Rate and Terms of Repayments

Toe loan shall be repaid by the Borrower within t'orty (h0)
voears after the date o the first disbursement urdier the loan,
including a grace neviod of not to -~xcecd ten (10) years. The
interest on the warepsid prineipal valance off the loan shall be
from tre date of first disbursenent at the rate of (a) two
prreent () per anmun during the grace period, and (b) three

sercents (39) ser amnm therealter.

2. Cwrrency of Repayment

Provigion shzll be made for repayment of the loan and
payment of interest in United States dollars.
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3. Other Terms and Conditions

Unless ALD. otherwlse agroces in wrli g,

(1) Goodr and services I'inanced under the loan shall have
their souwrce and origin in the Philippines

(o)

ne loan ogreement shall provide that prior to the

T
commencement of the first subproject, the Borrower shall submit
or cause to be submitted, the following in form and substance
satistactory to A.I.D.:

(1)

(2)

Written assurance from the Borrower that
sufficient funds from the Presidential
Discretionary Fund will be made available to

the Department of Iocal Government and

Community Development ("DLGCD") for the purpose

of reimbursing each participating Province for

the agreed amount with respect to a satisfactorily
completed subproject.

A project implementation aprecment, the torm: ot
which camot therealter be materially wodilicd or
amervled without the prior written consent of AL.D.,
which project implementation aprecment will be
exceuted by DLGCD and ecach participating Province.
Thiz agreement shall contain, inter alia, the
qualification criteria for each Province and
subvroject and a provision requiring, under
appropriste circumstances, A.T.D. approval of
construction and procurecment contracts and firms
selected to perform these services.

A copy of an exccuted contract or contracts with
an c¢agineering firm or firms satisfactory to A.I.D.

Written assurances from the Borrower and the Buresu
of Public Highways, that all roads and bridpe:n
improved or constructed under this Projret will be
claccified as provincial roads and thercfore
eligible for annual maintenance funds, and that
such funds will be provided, both in accordance
with Presidential Decrees 17 and 320.



(c)

ANNEX ONE

Page 3 of 3

A three year implementation plan propured by DIGCD,

including a projection of funds available Lo inanec
contracts with the engineering "lrms required under

(3) above.

Such other conditions as A.L.D., may deem advizable,

The loan agreement shall contain the Tollowing special

covenants by the Borrower:

(L)

(2)

(1)
(d)

The Project will be implemented, on behalf of the
Rorrower, by DIGCD.

The DIOCD will assure that the terms and conditions
of' each project implementation agreement are observed

by each of the parties thereto.

DICCD wiil assure that Project Evaluation Procedures
are implemented.

Such additional covenants as A.L.D. may deem advisable,

The toan agreement shall include guch other Lepms and

conditions as A.I.D. may decm advisable.

Daniel. Parker

Date



ANNEX 11

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT AID-DLC/P-2059

Manila, P'i"inpires

Ramon Magsaysav Center
1680 Roxas Boulevard Telephone: 59-80-11

CERTIFICATION PURSUANT TO SECTION 611 (e)
OF THE FOREIGN ASSTSTANCE ACT OF 1961, AS AMENDED

T, TVOMAS €. NIBLOCK, the principal officer of the Agency
for International Development in the Pnilippines, having taken
Intc account, amang other things, the maintersnce and utiliza~
tion of projects in the Philippines previously financed or
asvisted by the United States. do hereby certify that, in ny
judgment, the Philippines has both the financial capability
and the human recources capability to effectively maintain and
utilize the :roponsed Kurval Roads Loan.

rnis juigment Is pased upon the project analysis as detailed

in Pnilippines Rural Koads Capital Assiscance Loan Paper and is
subject to the conditions imposed therein.

P e

Thomas C. Ninlock, DiYector
USATD/Philippines

s E ot O
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PROVINCTAL DEVELOPIENT ASSISTANCE PROJECT

Fourteen Proposed PDAP Provinces for RRDLP
Percentage of Farmevrs, Area Producticn
and Crop Value Frewm National Figures

FY 73
*National

Farmers

No. of Rice Farmers 1.0 M

Ne. of Corn Farmers 35 M
Area Cultivated

Rice 2.5 M

Corn 2.1 M
Production

Rice - 108,695,650 Cavans

Corn - 40,000,000 cavans
*¥alue

Rice - P3,347,826,024.00

Corn - P1,140,000,000.00

*National Data
National Food and Agriculture Council (NFAC)

*%* Price
Rice - P30.80 per cavan
Comn - P28.50 per cavan

TaKk

*#% ~ 14 out of 72 Provinces

FY 73
PDAP Nation

*387,428
% 92,281

*%937, 445
*%280, 685

*+%61, 704,042
*k 5 145,737

P190,048,499,260.00
P 14,665,350,450.00

% of
al Total

38%
26%

37%
13%

56%
12%

56%
12%

PDAP Data

* 1973 Philippine Almanac

*% NFAC
**% NFAC

6S0Z-d/ya-ary
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ADPD

DLGCD

ANNEX TV
DEFINITIONS AID-DLC/P-2059
Assistance Director ProvincialDevelopment
Department of Local Government and Community Development
Government of the Philippines

National Economic Develcpment Authority

Provincial Development Assistance Project

Provincial Development Staff

Provincial Engineering Office

Capital Improvement Program - a comprehensive five year listing of major

public improvement projects in a proposed priority, time

and funding frame.

Provincial Road Network Development Plan - 2 comprehensive inventory of

existing roads of all classes and projections of road
requirements for the future, construction schedules,
funding, and supporting geological, geographical and

snocio-economic data.

Agriculture Section Inventery and Crofile - a description of the

magnitude, nature, and supporting resources of the

agricuitural sector.

Sovgial inf-ascructure Project - a nroject under an agreed reimhburce-

ment to participating provinces for approved infrastruc-
ture projects completed according to agreed plans &and

specifications.
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PROVINCIAL DEVELOPMENT ASSISTANCE

PROJECT

UNITS OF EQUIPMENT RECSIVED FROI PDAP/USAID DURING FY 74 AND TOTAL

FLEET STRENGTH S OF JUNE 30, 1974

UNITS OF EQUIPT. RECEIVED FROM PDAP/USAID TOTAL FLEET
CATEGORY A B C D E | F G STRENGTH
DESCRIPTION - - 9 £3=)
o (o] b3 o o ., w O (=¥ w
B N (3] > [ o P 4] ES)
-;guul FERFTN e 1€ IR SY] O O | o [T ERS BN & -
gez 9o | gogl o}l ceDe-g 5 =B
gl BElad|na |l ~EElPEIPEEEDH P
QL aaT oAl 2o (YIS — T v o oo, H A~ B A —t
PROVINCE oAl 0w Al o el Lt 4 O v oA O A g+ oA O <
SRESESEIES|SE B EEE 23180850 | fg
n Ry OO E—!mﬁun}_;» < D EQL-? }:Lg E-‘<z:cx.-rgc§ E—«g
08 La Union s 6 171 12 3 - 2 45 328,300
13 Pangasinan 46 6 75 12 8 4 16 167 1377,0600
16 Zambales 26 25 23 5 18 o8 1747,762
18§ Bataan S 2 10 18 1 40 301,000
19 Pampanga 19 9 27 24 8 87 656,014
20  Bulacan 42 5 32 42 10 2 13 148 517,450
24 Batangas 21 5 19 23 2 5 75 617,400
26 Camarines Sur 18 4 22 23 4 11 82 565,810
29 Mindora Oriental 25 4 32 18 12 18 109 692, 800
41 Tloilo 12 2 18 20 5 1 12 70 492,240
52 Misamis Oriental] 20 3 19 29 8 11 23 113 1520,225.95
61 So. Cotabato a8 6 32 8 14 3 45 144 1094,200
63 Davao (Norte) 13 2 1 18 24 5 1 14 77 602,200
66 Palawan 18 5 15 19 10 18 2 87 3475,900
TOTAL 312 59 364 | 295 95 40 179 1344 12988,291.95

6502-d/071d-A1V
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PROVINCIAL DEVELOPMENT STAFF

PROVINCIAL DEVELOPMENT STAFF
PROV'L DEVELOPMENT COCRDINATOR

GENERAL SERVICES
SUFERVISING CLERK

| e 4

JANITORIAL .
& DRIVERS POOL 1 CLERICAL SUPPORT

INFORMATION AND PUBLICATION
SERVICES
INFORMATION OFFICER

TECHNICAL STAFF ON
PLANS AND PROGRAMS
PROJECT ANALYST

INFORMATICON WRITER
DRAFTSMAN ILLUSTRATOR
AUDIO-VISUAL MAN

AGRICULTURAL ANALYST
FISCAL ANALYST
ENGINEERING ANALYST

RESEARCH, EVALUATION
STATISTICS AND MONITORING
RESEARCHER-EVALUATOR

STATISTICIAN
STATISTICAL AIDE

SPECIAL LIBRARY
LIBRARY ASSISTANT
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PROVINCIAL DEVELOPMENT ORGANIZATION

USAID MISSION

EXECUTIVT SECRETARY
TO THE FRESIDENT (D

I' PROVINGIAL DEVELIZ2VENT

OFFICE OF
PROVINCIAL [ PDAP —_——— PROVINCIAL GOVYERNDOR COUNCY -2
DEVELOPMENT _l
PROVINCIAL DEVELOPMENT
STAFF (3)
PROVINCIAL PROVINCIAL PROVINCIAL PROVINCIAL PROV'L HEALTH PROVINCIAL OTHER PROV'L
ATTORNEY TREASURER ASSESSOR ENGINEER OFFICER AGRICULTURIST AGENCIES
— L R b I - e _—
EQUIPMENT PDAP/USAID FDAF/USAID
200L TECHNICIANS REPRESENTATIVES

(1) PDAP Transferred from National Economic Council to Office of the Executive

2)  Chiefs of Provincial und National Offices are members of Provinciul Development Council

(3) Recommended Compuosition of Provincial Developmant Stuff:
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@ffice of the Hxecntife Beeretary
Malacaniang, Manila

September 19, 1974

Mr. Thomas C. Niblock

Director

US Agency for International Development
Roxas Boulevard., Y anila

Dear Mr. Niblock:

We pinn to undertake a Rural. Roads Program that would
upgrods isting lecal government-funded road systems and
constrict new ones 1y provinces covered by the Provincial
Development Assistance Project (PDAP). ' initial phas-
of this program will construct approxii.. ~ 750 kilometers
of rural roads and wore 2,500 meters of uLridges at an
estimated cost of K130 million ($19.3 million). Approximately
P100 million ($15.0 million) will be : imbursed to the prov-
inces by the national goveryment. The balance will be the
srovince counterpart.

This program will be implemented by the Department of
Local Government and Commnity Development (DLGCD), initially,
with the assistance of PDAP. Implementavion will be on a
relrbursement bocic similar to that in the PDAP Flood Renabe-
ilitation and Shecial Infractiucture Programs, Uivning the
Discreticniny lunus provided in Presidential Decove No. 1hl.

To asgist us in i menting this program, we would

like to rvquest your o Jeration of a $15 million projc.
loan under the noss 1c ible ATD terms. - also propose

that *is lean be in tie fomm of a Speci: .2tter of Credit
in a .. Bank for GOP purchases (srimarily of new equipment)

in the US. GOP plans to transfer these equipment to provinces
and cities on a deferred payment arrangement.

May we, therefore, request your assistance in obtaining
the above-mentioned loan. Our government gives the assurdhee
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that its contribution to the program will be expeditiously
made and that the coucommitant obligations to miintain the
value of the capital investment will be met in accordance
with agreed procedures.

Very truly yours,

By Authority of the Presidents

Executive Secretary
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Economic Analysis - Discussion and Methodology
1. Rationale

The need to evaluate public investments such as those

used for establishing road transport or improving road transporta-~
tion has been well established., Sufficient funds are aenerally
not available to perform all of the public investment projects,
which are desired. The construction of rural roads competes
inter-sectorally with potential public investment in education
and irrigation, for example, as well as competing intra-sectorally
with possible investments in other transport modes such as
railroads, and water transportation, Those who make investment
decisions in the road transport sub=-sector must choose projects
for implementation from among project possibilities ranging from

relatively high standard roads to rudimentary single lane earth
or gravel roads,

Methods have been devised to assist public investment analysts
in deciding which investments should be undertaken. These methods
are based on one criterion., Thosecprojects with the highest socio
cconomic benefits relacive to costs shall have a higher implemen-
tation priority chan those of lower benefits to costs. Since the
reimbursable porction (75% of the total costs) of the costs of rura;
roads selccted for improvement will be a loan to the Republic of
the Philappines and as such shall be allocated by the government
to the provinces, common criteria should be applied in the selectic
of roads to be improved or constructed. The purpose of the develop
ment of an economic methodology is to ensure that all projects pass
the same tests. Also, consideration should be given to the extent
of the social enriciment of the population served by each road and
other socio-economic effects.

There are inherent conceptual and practical difficulties in
estiwating the benefits *  small farmers from improved transporta-
tion. The main benefit 1d be increases in small farmer income,
However, some benefits are not easily measurable in terms of jncome
These benefits may be more important than those which are measura-
ble. The improvement of rural roads may open up or improve access
for rhe population of certain areas to health and education
tacilities and Lo communicy development programs, In the method-
ology proposed here, savings in transport costs and/or increased
income to swall farmers and road maintenance cost differences
will be the major benefits, Benefits stemming from the enrich-
ment of rural life due to road improvement or construction shall
consider whether the population served shall reap average, or
above average social benefits as well as identify other socio-
economic effects,
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2. Economic Evaluation

The underlying concepp! for evaluation is the "with or with-
out" criterion., The analyses shall seek to measure the benefits
relative to costs without road improvement or construction and
with road impoovement or construction, Imppoved rural roads will
reduce transportation costs & stimulate marketable agricultural
production and facilitate commercial activity for rural areas
particulariy in the movement of agricultural inpucs to the producing
areas and the movement of agricultural surpluses to markets and
processing (agro-industrial) facilities., Small farmer communities
may also be linked by all weather access to medical, educational,
agricultural, extension and other services and ideas thus
contributing to the enrichment of rural life.

For minor feeder and penetration roads the stimulation of
marketable agricultural surpluses would substantially increase
small farmer income. Crops produced for consumption by a farmer's
family will not be materially affected by road improvement. This
analysis therefore concentrates on crops produced for sale outside
of the immediate producing area,

Rural roads can be functicnally divided into three catewyories
based upon their sevvice to agriculture, the area served, traffic
levels, road condition and the anticipated benefits from road
improvement, These arc major and minor feeder roads and penetration
roads,

a) Major Feeder Roads

Major feeder roads serve as a main access route to
agricultural areac connecting poblacions aud produce collection
centers ©o thne primary rcad network, Current traffic levels
are hizh on major feeder roads and they are usually open to
craffic throu nout the year., Although operating costs arc high
because of low construction and meaintcenance standards, these
rocds de not signifizantly hinder the transport of agricultural
irputs or of commodities to warket, The major result of
imp.ovement will be the lowering of transportation costs {reduced
vehicle operating cosis). Present users of the recad and those
who would normally be using the road in the future will incur
lower costs for operating their vehicles. The present value of
the algebraic sum of annual vehicle operating cost savings and
road maintenance cost differences are compared with the present
value of construction costs tc determine the probable return
on investment.

b) Minor Feeder Roads

Minor feeder roads serve smaller producing areas and
communities. They are in general closed part of the year
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or are very difficult to negotiate in the rainy season, Traffic
levels are moderate to low. These roads are a first link in the
farm to market transport system connecting agricultural producing
areas to nearby poblacions and produce collection and storage
centers and/or the wmajor feeder road networks, increased
agricultural production is a basic reason for road improvement
and should resulc from extended road use in the rainy season, thus
allowing more production to reach markets and inputs to reach

the producing areas. Forecasts of induced production over the
analysi: period, net of other economic costs is the bases for
estimating benefits of road improvement. Vehicle operating costs
savings are small in scarcely populated areas because of low
traffic levels but can be a significant factor for some minor
feeder roads when present traific is higher. The present value

of the algebraic sum of the net income to small farmers from
agriculcural productpon generated by road improvement, vehicle
operating cost sawvings and annual road maintenance cost differences
are compared with the present value of construction costs to deter=-
mine the probable return on investment,

¢) Penetrvation Roads

Penetracion roads usually involve new construction or
improvement of low standard roads or tracks. DPenetration roads
can open up entirely new areas to settlement or serve areas where
cash crop production is very small due to lack of transport
facilities. Dry weather acecess is difficult and in some cases
impossible due to the lack of bridges over perennial strcams.
Traffic levels arc very low to non-existent. There is a Ligh
uncertainty as to the rate and type of development which
could be expected from the establishment or improvement of penetra-
tion roads. Stimulated agricultuvral production is the main benefit
to be derived from penetration roads. Thle present value of t*e
algebraic sum of the net income to small farmers from apricultural
production generated by road improvement and annual read mainte-
nance cost differences are compared wicth the probable return on
investment., ZCenctration roads may also be evaluated as part of a sube-
project schemie. Here a package approach can be used.

3. General Considerations

a) The Data Base

The Philippine Bureau of Census and Statistics has
producecd a 1960 agricultural census for each province. These are
disaggregated to the municipal level. A similar census has been
conducted for 1971 which at present exists in the form of computer
runs. Existing population, statistics including the farm population
allow estimates of agricultural production in the influence area
of the roads and therefore truck and passenger traffic over the
roads with changes over the 1960 and 1971 period. Data can also
be obtained to determine the net returmns to farmers by crop.
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The costs incurred in the improvement of major feeder
roads are:

- Construction costs

The econonic evaluation of major feeder roads will
consider vehicle operating cost savings and maintenance cost
differencesusas the bencfits to road improvement. The basic
methodology is well known and has been siwpiified as wuch as
possible here to facilitate its nuse Ly the PDS's without com-
promising its utllity as an effective aiu to decision making,
The algebraic sum of the present value of annual vehicle opera-
ting cost savings and recad maintenance cost dil{fercntials are
compared with tne present value of construction costs to deter-
mine the probabic¢ return on investment.

b) The Apro-“conomic Approach fer Minor Feeder and
Penetration Roads

The cvaluation methodolopy consists of an ayro=-economic
approach and a qualification of the social effcvits of the road
sub-projects us well as other socio-economic factors. Minor
feeder and penetracion roads will zenerally be improved or
constructed to pravel standards,

The agro-cconomic approach seeks to measure the main
result ol rural road improvement - the stinulation of tetanle
agricultural surpluses, Tt is not expected that crops produced
for consumption by the farmer's family will be affecced by improved
“roads, The cvaluation thercfore concentrates on the srall Tarmer's
agricultural surpluses. The analysis sceks to measure now affocted
farmers will respond to improved transport.

Tmproved access to producing areas should inaduce wore nro-
duction ia severnl ways. Mosc importantly, perishable crops vhic
are harvestea during the rainy scason can be moved imrediatoly o
markets or va precessing facilituies. Tt has bheen Jound, {or
exampic, Chat Javmers with poor access to markety ;o Tloile J.

[g]

covld incur o osts in haviaj certaia p

e
te e marret Than the possible sale price at
<

vishable cropy carvic

Ure rarret,  heon

crops arc now reft to spoil or iven to docestic mivals.,  imnreve.d

all wuiather roads ensures tiiat agricultural inpuets such as [evioilizers,
insccticicos and iwproved planting wmaterial will be available wlen
needed, especially duriny the wet season. Improved roads should

make the cxteasion officers more effective.

The importance of tramsportation in facil;tatiny ccononic
and social development and in improved transport scrvices in
stimulating development has long been recognized. iowever,
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theoretical problems arise in determining the net induced
benefits due to the road alone and practical problems of
measurement cmerge. A minor feeder road or penetration road

is normally expectced to provide relatively larger development
benefits - proporticnate to total benefits - than is true to
improvement of a major feeder road. Indeed, the development
effect is basically the reason and justification for minor
feeder and penetration roads., Economic feasibility depends

upon the extent to which the absence or inadequacy of sucl. ruvads
imposes a coeastraint on production, However, recognition and
considerationr must be given to non-road factors which may
constitute production constraints. For agricultural development
to take place, adequate feeder roads are a necessary condition;
on the other hand, improved roads alone may not be a suff{icient
condition to induce development, Other major constraints shall
be identified in the sub-prcject analyses.  To the extent
possible, a coordinated program should be developed to deal with
these problems and transport improverent, simultaneously.

The importance of minor feeder and penctracion roads for
marketed crop production varies witn each crop. The timing of
planting and harvesting, the level of inprts to production and the
storability of the crop are the most important factors. The major
crops in the selected provinces should be examined and classificd
relative to their sensitivity to road conditfons.

i) Responsc ¢ Road Tmprovement

e analysis assumes that induced agricultural benelits
will accrue due to road improvement in the first vear wrmediately
following construction, The assumption is that farmers will
respond by more intensive and extensive ayricultural me:rnods fto
increcase marketed production of crops already under cultivation on
their farms. Some crop diversification is also anticipated but
time, type and rate of these changes is highly cvncertain, Mo
attempt has been made to estimate the benefits firom crop diversi-

fication in the sub-project areas,

ii) Projecting Future Productior

Projecting future production requires forecasts of
the volume of selected priority crop production in cach service
area without road improvement and with road improvement. Gver
the 10-vear period the "without' forecast assumes no improve-
ments are made to the roads and other conditons romairn unchanrad,
The "with" forecas: for agricultural production assumes : hat road
improvements will be undertaken but that other conditions remain
unchanged. This forecast quantifies the importance of road
conditions as a factor affecting the marketed production of each
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crop. The difference between both forecasts is the incremental
production likely to be induced by road improvement.

Incremental Production estimates are based on an agro-
ecoinomic analysis of the area served by the road. Two production
rorecasts fow cach wmajor cron are required over the l0-year
evaluation period. The first assuames no changes in the road

coaditions and would in most cases be a projection of historieal
trerds from the 1960 anu 1071 agricultural census data or other
available date. Production forecasts assuming road improvement
is_the most crucial part of the analvsis and it is unlikely that
any short cuts each be substituted here for the analyses and
judeoments r:cuired, The analysts has already determined via
the preliminary screcaing criteria that poor transportation is a
major constraint to increasedpproduction. He should be able to
substantiate that:

- Agricultural yields arec lower in the road service
area than clsewhere in the Province for areas of similar charac
teristics and yrowing pacterascand/or

- Show that idle lands suitable for the crops under
consideration exist,

The stream of differences between the forecasts represents
the incremental production attributable to road improvement

iii) Valuing Forecast Production

The issue of snadow pricing sub-project inputs and
outputs has been examined, and it has been concluded that only
the unskilled labor input needs to be shadow priced., No serious
distortions are likely to be iantroduced Lato a sub-project
analysis il prevail’ :ag markec prices are used [or other inp-ts
and outputs., The snadow price for unskilled labor will of course
vary from proviace to province, depending on local labor markec
conditions. The PDS shall endeavor to provide guidance for
participating provinces on the determination of appropriate
shadow wage rates for unskilled labor.

Jovecast production is valued by curreat o farm
prices., The iaternal rate of recturn comparisons for eacl road
are based on Zhe.uet value to farmers of the estimated incremen-
tal producticsn inducec by roau improvement, ex ccluding all

factor costs to the farmer., Sufficient data should exist Lo
allow the calculation of the net va.ue of the increnental
production by crop, As experience is gained by the PuS, coelficionts
hy crop representing the percentage of gross ‘ncome whick estimaccs
the net income teo the farmers should be developed,
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¢) Minor Feeder Roads

The benefits from the improvement of minor feeder roads
will be:

- incremental marketable crop production leading to
increased net income to small farmers,

- vehicle operating costs savings

-~ road maintenance cost differences (positive or
negative)

~ the enrichment in the quality of lifc in rural areas
(social benefits) and other socio~economic erffects.

The costs incurred in the improvement of minor feeder
roads are:

- construction costs,

i) The enrichment in the quality of life in rural areas
Social Benefits are benefils which are not casily

quantifiable, They are nonetheless not less faportant tharn
those to which numbers and values can be alfised, Tn fact
the farmer and his family arc the final recip.ents oi the

sains from rural road improvement and it is the bettermeat
of his human condition which is sought her:, lle may have
improved or new accecs to medical and vducational facilirics
and to gains and enrichment which (erive from addition.:!
contact to new people and new ideas. The farmers compe-~
cial links will thus be improved and in some casos bhatter
access to processing facilities (ayro-industrial) will o
afforded. These benefits may be relatively constant e
the roads, The methodology requircs the inclusion of ' 'athe:
the socio-economic benefits due to road improvement :ire
expected to be average or above average in whichk casc
short qualifying statemcnt would be included.

ii) The internal rate of return ;< derived from the
algebraic sum of the present valuct of the annual henefjcs
(net value of i#ncremental c¢rop production, vehicle opera-
ting costs savings and maintenance cost savings (positive
or negative) as compared to the present value of con-
struction costs to determine the probable return on
investment,
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The criteria for evaluating the eligibility of financing
the construction of penetration roads is the same as for
major feeder roads, i.e., a minimum IRR of 15% and a consideration
of socio-economic effects,

5. The Elipgibility ofrroads for improvement or construction

A principal criterion for evaluating the eligibility of
rural roads for improvement is an IRR of 15% or more on investe
ment which is the currently accepted opportunity cost of capital
in the Philippines. Also where the anticipated additional
socio-economic benefits are expected to be more rhan average,
these would be qualified., Other important factors in the in-
fluence area of the road should be identified. The
discussion of benefit incidence and additional socio-economic
benefits can helr co clarify proper choices especially when
therc are marginal differences among roads in terms of IRR
criteria, The IRR would be expressed as a non-fractional
percentage, e.g, 15% or 17%.
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ECONOMIC STUDY MODEL ~ ITLUSTRATIVE CASE

Introduction

The following study seeks to illustrate the application of the
economic methodology described in Section II. C of the text and in
Appendix XI, to a specific sub-project (hereinafter referred to as the
project) selected from the Road Network Development Plan of Bulacan,

a province located novch of Manila. The project is a segment of the
Balivag-San Rafael-Sta. Lucia road and is shown in Charts 1 & 2. This
project is considered as a high priority project bv the provincial
government of Bulacan.

The study illustrates the economic methodology applicable to a
major feeder road as defined in Section II. C of the text. Two other
illustrative cases showing the application of the economic me thodology
relevant for minor feeder and penetration roads are being developed by
USAID and PDAP, The examples, together with this study, will be used
in the training courses proposed for the PDS staff of participating
PDAP provinces.

The study is merely illustrative i1 nature, and its res:lts should
therefore be considered as highly tentative at this time. Additional
analysis using refined data will be undertaken in the future to verify
the initial results of this study.

Project Description

a, Lxisting Road Characteristics

A detailed inventory of the proposed project was recently under-
taken by the Provincial Engineer's Office of Bulacan proviice. F v . e
purporse of this inventory, the road was divided into a number of homo-
geneous subsection. on the basis of roadway width, and type and crndit n;
of pavement., For each subsection, data was collected on present voad
condition and characteristics, degree of roadside friction, structures,
tevrain, major intersections, and operating speed. This inventory hi.
formed the basis for calculating the traffic costs for the road in i.s
existing condition.

The project starts at KM 56+590 on the Baiiwag-.an Rafael-
Sta. Lucia Road and ends at KM 68+060, comprising a total length of
11.47 kilometers. It has for the most part a roadway width of 5.0 metur,
except for short sections (totalling 1.1 kilometers) with a widih of 4.0
meters. Except for a short section of 0.45 kilometers of cem:nt con-rcie
in the San Rafael poblacion area (KM 58+054-KM 58+500), the roic': surface
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is either asgphalt or gravel and is in either bad or very bad condition,
The terrain is generally flat for the first 4 kilometers of che road,
and becomes rolling thereafter, Road structures {include a number of
drainage pipes and two bridges. The first bridge (KM 614693) 1 a
recently constructed bailey bridge with a span length of 9,00 meters
and a carriage width of 3.9 meters. The second bridge (KM 65+3180)

is another bailey bridge which spans a length of 33.1 meters and has

a carriage width of 3.53 meters. The second bridge is currently in

a bad condition.

b. Proposed Improvement Level

The initial 1.464 kilometers of the project road (KM 56+590-
KM 58+054) is proposed to be upgraded to a cement concrete pavement.
This section of the project road has a relatively high traffic density.
Its average annual daily traffic is estimated at over 400 vehicles.
The second section of the project road has a cement concrete pavement
which is in good condition; no improvements are proposed for this
section. The third section consists of 9.56 kilometers (KM 58+500-
KM 68+060) and is proposed to be provided with a new gravel course.
Present average annual daily traffic over this section is batween 100-
150 vehicles.

The scope of improvement also involves tiie widening of the
roadway in certain sections; the raising of elevation oI some sections
andthe lowering in some sections to reduce grade; the replacement of
tle bailey bridge at KM 614693 with a reinforced concrete box culvert
and the replacement of the bailey bridge at KM 65+380 with an RCDG.

Initizl Selcction Criteria

The projuct meets the initial selection criteria listed in p-~._ 7
of the text. TFirst, the project will serve an agriculvural a:.a and
will benrfit mainly small farmers. While no actuzl suivey o farms
in the influence area was undertaken, it can be assumed safeiy t - uhe
project will serve an average of at least 10 farms of iess than & he-
tares each within its influence area per kilometer of lensth., U
available agricultural information shows that Bulacan is 2 provi. ~F
small farms. <able 1 shows that over 75% of all farms in Buracan hog
individual sizes of less than 3 hectares, while less tnan {7 ¢ 92 1ars
farms ot i0 hectares and over. Similarly, in San Raf:ael and Ancad
municipalities (wnere the sub-project has its influencr urca;, the
proportion of total farms with Individual sizes «f less than 3 tectares
is greater than 70% (70.1% in San Rafael and 79.87 in Angat). lcss

than 1% of all farms in San Rafael and in Angat consists oi fara: with
individual sizes of 10 hectares and over. Second, the project does nut
lead to a deadend or impassable road at both ends. Third, th. proiect
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passes through the poblacion area of San Rafael municipality and ccanects
to a road network that leads to Baliwag, a major market center in Bulacan.
Fourth, the level to which the road and the road structures are proposed
to be improved took into consideration the preliminary engineering
criteria listed in pp._3 _ of the text.

Influence Area

The influence area of the project was determined with the aid of
Bureau of Coast and CGeodetic waps of the area (scale 1:50,000) and aerial
photos taken sometime in 1966. Mosu of the project's influence area lies
on its northern side since the influence area is sharply delimited on
the southern sidc by the Angat River. On the northern side, the road's
influence area is circumscribed by the San Ildefonso-Acle Road and on
the western side, by the national highway.

The project is a segment of a road that feeds to a national highway.
The sub~-project provides access to 12 barrios in the municipality of San

Rafael and 5 barrios in the municipality of Angat.

Project Benefits and Benefit Incidence

The project can be clasuified as a major feeder road in terms of
the functional classification of rural roads as discussed in Section II.C.
The road carries a relatively high traffic volume and despite irs existing
bad condition is capable of providing year~round access to agricultural
areas within its area of influence. The relation of the road to rhe
agricultural area it serves has been analyzed, and it has been concluded
that the road in its existing condition does not pose & sign:ificant
constraint to increased agricultural production in the influence area.

Vehicle cperating coscs on the road are relatively high because of
the road's generally bad condition. The major benefits expe.ted from
road improvement are ucer cost savings resulting from a reducticn in
vehicic operating costs. The road improvement may stimulate Lgri ti-
tural produccion since part of the user cost savings is expected t.: be
passed on o farmers in the form of lower input prices or higher ne
prices for their agricultural output. The development benefits o o¢
believed to be small, however, and have not been quantified. Tracsp ot
costs for farmers in the influence drea are not a signiiicant propar-ion
of total production coscs. A decrease in transport costs, therei.re¢, s
not likely to induce significant production increases.

The major social benefit expected from this project is easier access
to health, educational, .nd market facilities in Baliwag, a major ceater
in Bulacan province. The social benefits from this project will accrue
mostly to small farmers in the road's influence area.
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User cost savings expected from road improvement are expected to
be distributed among small farmers in the influsnce area, traders,
transport owner/operators, and construction firms (which are mostly
small-gsized) quorrying sand and gravel deposits in the influence area.
It {s quite difficult to ascertain the exact proportionate shares of
the various Leneficiary sectors; much of the user cost savings, however,
is likely to be passed on to small farmers. The transporl sector serving
the influence area is dominated by small transport owners/operators and
is competitive. Additionally, the road improvement is likely to attract
additional transport owners/operators whe are not serving the area now
due to the bad road condition.

Existing Traffic

a. Traffic Counts

The demand for transport services in the project's influence
area is generated by three major sources: (1) population; (2) agricul-
tural production; and (3) sand and gravel deposits. To estimate the
resulting tralfic generated by these sources, two-day traffic counts
were undertaken on two stations along the project. The first counting
station was l!ocated at KM 57, near the start of the sub-project. The
second station was located near KM 63, midway between the start and end
of the projuct. The results are shown in Table 2. These cstimates
include traffic generated within the influence area only since the
project road does not carry through traffic.

It is doubtZul if che results of the two-day trafiic countsg
reflect accuratciy the annual average daily traffic whicn «auld pass
the proiect rvoad. Fivst, traffic along the road, particularly the
agriculture- velated component, shows considerable seas nal variat:on.
Second, the genecally bad condition of the ioad has adversely afiected
traffic levels. To evaluate the results of the traffic counts, °! was
necessary to usc simple passenger and truck traffic modeis which haove
heen empirically specified in a recent survey of reeder rcads for o
IBRD. The models yield resuits (traffic estimates) that would obtain
if the road standard allowed any vehicle to pass the project road ali
year round,

b, Passenger Traffic

From an analysis of traffic of feeder roads not carrying
through traffic, the IBRD study found that an average of 50 pa:senger
trips (both ways) were generated for every 1,000 persons living 1n the
influence area,

(1.1) Passenger trips = 12 By .0.056

x =1

where B - Population of barrio X included in the influencc area. To
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convert passenger trips into passenger-kilometers, the barrio pupulation
was multiplied by the distance of the barrio from the start of the road
project. Thus,

2 - =S'
(1.2) Passenger-kms = Bx Ly . 0.056
where Ly = distance (in kms.) of barrio x from the stirt of the road
project.

The barrios in the project's influence area, their respective
populations in 1974 and distances from the start of the project, are
shown in Table 3. The following compzres results of applying cquation
(1.1) to project data with traffic counnt results.

Average Dally Passenper 7. of Population

Tcips Generated, 1974 1974

Model Estimates 1061 5.6
Traffic Count Estimates

Sept. 7, 1974 1416 7.5

Sept. 9, 1974 1668 8.8

The traffic count estimates yield higher estimates thaun those
of the model. They also appear to show some degree of stability which
is prohably indicative of a lack of a strong seasonal variation in
passenger traffic. The proiect provides acces< to educaticnal and
market facilities in Baliwag for barrios in the influence area, and this
factor is a strong and regular component in passenger traffic on the
road. In passenger traffic projections, the parameter 0.082 instead of
0.056 will be used.

¢. Truck Traffic {(Generated by Agriculture and Population)

The truck trip model as formulated in a recent study of :ceder
roads referred to above relates the number of dailly truck trips to tie
population and agricultural production in the influence aica. The
modal's estimates inciude only truck trips generated by a road's ‘ni aence
area, and excludes through traffic, The model as specified is as fellows.

(1.3) Truck trips = .002 ,Population + Agricultural Z.odur iion
(by road)
300

Road Length
Truck trips » 2

(1.4) Truck-kms

The study established empirically that for every 1,000 peopl: in
a road's influence area. 2 truck trips are generated, while for every 300
tons of agricultural produccion, 1 truck trip is generated. The modci is
admittedly crude since first, marketable surplus not tatal agricultnral
production is the relevant variable and second, this approach does not
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include truck-trips generated by other economic activities such as
fishing, mining, industry, etec.

In estimating current truck traffic on the basis of the model,
agricultural production in the influence area was first calculated.
This calculation was not done directly for lack of sufficient information
on land use and capability in the influence area. An indirect method was
used insrcad. This method involves estimating the per capita (i.e. per
Lhead of farm population) agricultural production in the influence area
and multiplying it by an estimate of farm popuiation in the same area.
The most recent Agriculture Census (1971) provides an estimatc of per
capita agriculvural production for San Rafael municipality where most of
the project's influence area lies. (The most disaggregative level of
agricultnre census data is the municipality level). This estimate for
San Rafael was adopted for the influence areus, and was projected up to
1974 on the basis of che historical annual growth rate between 1960 and
19/1. An estimate of farm population in the influence area in 1971 was
derived by multiplying the proportion of fana population to total popula-
tion in San Rafael by the cstimated population in the influence area,
The result (farm population in the influence area in 1971) was then
projected on the basis of the farm population growth for San Rafael
between 1960 and 1971,

Tabies 4 and 5 show the agricultural production and farm
population iu San Rafael for the census years July, 1959-June 1960 and
July, 1970-June 1, 1971, and in the influence area for 1970-1974,

A comparison of model estimates using proje-~t data with traffic
count estimates is shown below. The data indicate that truck traffic
shows considerable secasonal fiuctuations, and it is likely thart the
craffic count estimates are at the lower range of thesc fluctuations
vince the counts were taken during the agricultural slack season. The
peak times for agricultural activity in the area are the harvest months,
usually April-May and October-November .

Average Annual Daily Truck Triss, 1974

Model Estimates 69

Traffic count estimates
Sept. 7, 1974 53
Sept., 9, 1974 26

d. Truck Traffic {Sand and Gravel)
The sand and gravel deposits found within the influence area

along the banks of Angat River generate a substantial amount of traf{ir
on the project road., These deposits are quarried by private construction
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companies and transported to the Greater Manila area or used within Bulacan
province itself. The province of Bulacan 1s the major supplier of sand
and gravel to the Greater Manila area. Table 6 shows estimates of sand

and gravel quarried from various pits in Bulacan from FY 1966-FY 1973,

The sand and gravel traffic that uses the project road is generated
by the Pantubig (San Rafael municipality) and Sta. Lucia (Angat municipality)
pits in the influence area. These pits are shown in Chart No. 1. 7n the
basis of interviews with local people, it has been established thar during
recent years, about 67% of che tocal sand and gravel hauled from San Rafacl

came from the Pantubig pit which is over a kilometer away from the start
of the project road. The 67% ghare or almost 36 thousand cubic meters
annuallv is equivalent to 117 truck trips daiiy (1 truck = 4 cubic meters),

It is furcher estimated that about 707 of these trips (or 81 trips) passes
through 1.3 kilometers of the Project road daily, generating an annual
average daily traffic of 105 truck=kms.

The current proportion of total sand and gravel from Angat munici-
pality that comes from the Sta. Lucia Pit cannot be determined. Due to
the very poor condition of the project road, particularly the hailey bridge
at KM 62 + 380, the volume of sand and gravel quarried from the Sr*a. Lucia
pit has probably declined in recent years and is small at nresent. The
Sta. Lucia pit, however, possesses deposits much more substantial than
those in competing pits nearer Manila. The improvement of the project
road will reduce transport costs for private construction companies, and
will have the positive impact of opening the Sca. Lucia pit to further
exploitation. It is assumed that about 42 annual average daily truck trips
(equivaient to 482 truck-kms) can be generated.

Traific Projections

To provide a basis for calculating annual benefits over the project
Lifecime, cvafiic projections have been prepared for each major source
of tvuffic demand. The projections are shown in Table 7.

a. Population

The populations in che barrios within the influence area hav.
been projected to con.inue to grow at their respective intercensal (1,00
and 1970) anuvii growch rates. The Projected populations of the “arpics
in the influence area are shown in Table 8. The projected barris S0pULan
tions were converted into annual average daily passenger~-kilometers using
the foliowing equation:

Annual Average Daily Passenger-Kms. = EE:: Bx' L.. 0.032
9for all barrios) X =1

where By,

Ly

projected population of barrio X included in the influence area; and

)

distance (in kms.) of barrio X from the start of the road project.

#
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b, Agriculture

Agricultural production in the influence area was assumed to grow
at an annual average rate of 6.8 percent, a combined result of a projected
1.8 percent annual increase in farm population and a 5.0 percent annual
increase in per capita agricultural production. The projected increases
in farm population and in per capita agricultural production continue
the historical trend during the period 1960-71. Much scope exists for
increasing productivity in the influence area particularly if irrigation
coverage 1is expanded. The 1971 census data show that palay yields in
San Rafael municipality (vhere most of the road's influence area is located)
average only about 48 cavans/hectare (2.1 MI/ha). The same data show that
only about 9 percent of total farm area in San Rafael municipality is
irrigated. Additionally, some scope also exists for increasing hectarage
particularly in the northeastern fringes of the road's influence area.

The projected agricultural production (and population) was then
converted into truck-kmg. using the following equation.

n
Annual Average Daily = .002 :E Bx + Agricultural production (by road) x_11.47 kms
Truck - Kms, x =1 300 2

¢c. Sand and Gravel Traffic

No realistic basis exists at this time for making traffi. pro-
jections gencrated by sand and gravel deposits in the influence area. For
the purpose of this study, it is conservatively assumed that an annual
average dailv volume of 244 cubic meters will be quarried from pits within
the influencc area, and will generate about 123 truck trips or 586 truck-kms.

Traffic Costs

Vehicle operating costs over the project road in its present aad
projected (impruved) condition were determined on the basis of traf:ic
cecsts that have been caliculated in the recent study of feeder roads
referred to above. Theoue costs are expressed on & passengev-kilometer
and truck-kilometer basis, and are shown in Tables 9-10. The traff:
costs shown in these tables are net of taxes, and hence can be regsrded
as economic costs,

As can be observed from Table 9 traffic costs are expressed in terms
of a homogeneous unit, i.e., passenger-kilometer, instead of being dis-
aggregated by maior means of passenger transport (cars, jeepneys, huses).
This was done ve-ause the proportion of cars, jeepneys, and buses in
the varinus feeder roads studied has been observed :o be highl- di:pendert
on existing road conditions. The traffic costs per passenger-kilrmeter
have been derived through a weighting system reflecting the average
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passenger vehicle composition on feeder roads.

It is realized that the adoption of traffic costs shown in Table 9
as parameters for this study assumes some homogeneity between the project
road and the feeder roads for which the cost parameters were developed.
This assumption will have to be checked in the future.

are

The benefits of improving a roadfreadily apparent from Tables 9-10,
For exauple, upgrading a gravel road which is in bad condition and on
which the operating speed 1s 20 KPH to a paved road with an operating
speed of 60 KPH will realize a cost saving of 2.5 centavos per pass.-km.
and 52 centavos per truck-km.

a, Traffic costs before improvement

Calculations of traffic costs incurred on the project road in
its existing condition are shown in Table 1l1. The project road was
divided into homogeneous sections and traffic costs for each section were
determined. These were then multiplied by the relative lengths of all
sections to derive the average traffic costs over the project. The cal-
culatioms show that P0,048 per pass.-km and P0.93
per truck-km are incurred over the project road in its existing condition.

b. Traffic costs after improvement

talculations of traffic costs to be incurred on the project road
after imprcovement are shown in Table 12, using the same procedure adopred
in (a} above. The calculations show that P0.03 per pass.-km and ?0.55
per truck-um will be incurred over the project road after improvement.

¢. Unit benefits from improvement

The bencfits to be derived from the improvement oi the praoiect
road are the reduction in vehicle operating costs. These are simy'y
the differeice bhetween traffic costs before and after improvement and
are shown below,

Benefits per (Centavos)
Pass-Km 1.8
Truck=Km 38

Piroject Benefits

The projected annual benefits from the improvement of the project
road are shown in Table 15. The benefit stream consists of annual user
cost savings, annual maintenance cost savings, and the salvage or remaining,
utility values of the major road structures, The annual user cost saving.
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were derived by multiplying the projected annual average daily passenger-
kms. and truck~kms. by 365 days and by unit cost savings. The annual
maintenance cost savings were derived asg the difference {n the annunl
maintenance cost of the road in its existing versus {ts lmproved condition
(see Table 14). The annual maintenance cogt Ravings have heen asnumed
constant over the projection period. The present values of the salvage

or remdining utility values of the cement concrete portion of Lhe road,
the reinforced concrete bhox culvert, and the RCDG bridge, beyond the

10th year have been expressed as a benefit during the initial or construc-
tion year.

Project Costs

The improvement costs of the project road are shown in detail in
Table 13, The cost data are net of taxes, and hence can be thought of
as approximate measures of the Project's economic costs. Due to lack
of sufficiently detailed Information, shadow pricing of the unskilled
labor component of the Project has not been undertaken. As a result of
this lack of ad justment, project costs shown in Tables 13 and 14 are
overescimated, but probably not significantly as to serioncly affect the
outcome of the analysis, (Very rough calculations show rhat project
costs shown in Table 13 awve overestimated by around 3 percent). None-
theless, the refinement of this study will have to consider shadow pricing
the unskilled labor component,

Bencfit Cost Ratio and Internal Rate of Return

The present vaiues of the Project's benefits and costs have been
evaluated using a discount rate of 15 percent, an approximace measure
wf the opportunity cost of capital in tihe Philippine economy., At thig
discount rate, the binefit-cosgt ratio is abouc 1.0. Th. interna:  te
of return is approximately 15 percent. The project meets the minirum
cconomic criteria, and hence can be considered tentacively as econnuicalls
feasible,
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Size Distribution of Farms in Bulacan Province and in
San Rafael and Angat Municipalities, April 1971%*

S{ze of Farm Bulacan San Rafael — e Appar
(in hectares) No. of Farms % No. of Fams % No. of Farms 7
All Farms 28,675 100.0 2,299 100.0 1,204 100,10
Under 1.0 3,232 11.3 7.3 132 1.0
1.0 and under 3.0 18,361 64.0 1,443 62.8 829 68.4
3.0 and under 5.0 5,587 19,5 22.7 212 17.6
5.0 and under 10.0 1,289 4.5 6.9 29 2.4
10.0 and under 25.0 192 0.7 0.2 2 0.?
25.0 and under 50.0 12 - - - -
50.0 and over 2 - - - -
* Preliminary
Source of Data: 1971 Agriculture Census of the Philippines: Bulacan,
National Census and Statistics Office
Table _2
Traffic Count Estimates on Project Road
By Vehicle Type

Vehicle Type/ September 7, 1974 September 9, 1974
Counting Stations KM 574360 KM 62+900 KM 574020 KM 624900

(7:00 a.m.- (8:00 a.m.~ (7:00 a.m.~ (5:00 a.m,~

6:00 p.m.) 4:00 p.m.) 6:00 p.m.) 4:00 p.m.
Passenger Cars * 34 0 39 ;
Jeepneys * 317 122 334 115
Buses * 0 0 6 :
Trucks 106 0 47 4
Animal Drawn 18 7 0 31
* Average occupancy rates:

a) Passenge
b) Jeepneys
¢) Buses

r Cars ~ 3 passengers
- 6.22 passengers.,
-~ 45 passengers
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Table _3

Estimated Population and Passenger Traffic Generated
Within the Influence Area, 1974

Estimated 1/ Estimated No. Distance of Barrio Estimated No, of
Population of Daily Pass.=’ from Start of Sub- Daily Pass.-lms3/
Name of Barrio (1) Trips (2) project (kms) (3) (4)

Municipality of San Rafael

1. Pantubig 1616 90 1.16 104
2. Lico 914 51 1.45 74
3. Poblacion and
Balagtas BMA 2014 113 2.35 266
4. Libis 772 43 3.75 161
5. Talaksan 1547 87 4,80 418
6. Maronquillo 2027 114 6.35 724
7. Pulo 1812 101 8.20 828
8. Coral na Bato 562 31 2.35 73
9, San Isidro 472 26 2.35 61
10. Pasong Callos 464 26 6.35 165
11, Pasong Bangkal 302 17 6.35 108
12, Maasim 603 34 8.20 279

Municipality of Angat

1. Binagbag 2261 127 10,10 1283
2, Santa Lucia 669 37 11.60 429
3. Baybay 226 13 11.60 151
4, Pulong Sampaloc 1031 58 11.60 673
5. Sapang Putik 1653 92 11.60 1067

TOTAL 18945 1061 ARNG

1/ Estimated on the basis of intercensal growth rates between 1960 and 197 .
See Table 8,

2/ 0.056 x (1)

3l (3 x ()
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Table

Agricultural Production and Farm Population
in San Rafael Municipality, Bulacan
1959-60 and 1970-71

Agricultural Production (metric tons)

Palay

Corn
Stringbeans
Others

Total Farm Population

Agricultural Production/Farm
Population

% Farm Population to Total Population 64.4

Table 5

Intercensal Annual

1959-60  1970-71  Growth Rate (%)
5970 12,278 6.8
5717 11,937
129 144
66 135
58 62
12,726 15,421 1.8
0.47 0.80 5.0
53.1

Estimates of Agricultural Production and Farm Population
in the Projects Influence Avrea, 1970-1974

Average Anpual

1970 1971 1972 1973 1974 Growth Rate 1970-74
)
Agricultural Production
(metric tons) 7,156 7,643 8,162 8,717 9,304 5.8
Total Farm Population 8,945 9,106 9,270 9,437 9,592 1.8
Agricultural Production/
Farm Population .80 .84 .88 .92 .97 5.6
% Farm Population to
Total Population 53.1 52.5 51.9 51.3 S50.6
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Table _ 6
Sand and Gravel Quarried

from Bulacan, FY 1966-FY 1973
(in thousand cubic meters)

Fiscal Year Total Bulacarn San Rafael % of Total Angat % of Total

1965-66 513 - - 3 0.6
1966-67 603 24 4.0 - -
1967-68 891 178 20,0 14 1.6
1968-69 1,002 117 11.7 32 3.2
1969-70 1,516 327 21.6 29 1.9
1970-71 993 100 10.0 3 0.3
1971-72 976 160 16.4 - -
1972-73 918 124 13.5 12 1.3

Source: Provincial Development Staff, Bulacan
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Table _7_
Traffic Projections for the Project Road
Population Annual Annual Average Annual Average 4/
in the Agricultural Daily Truck-Kms . 2/ Daily Truck-Kms
Annual Average 1/ Influence Production (Agriculture and Sand and Gravel 3/ (Sand and Gravel
Year Daily Pass-Kms. Area (metric tons) Population-Related) Quarried Daily (cu.m.) Related)
1975 10,329 19,516 9,955 413 244 586
1976 10,654 20,105 10,627 430 244 586
1977 10,947 20,717 11,320 453 244 586
1978 11,290 21,354 12,135 476 244 586
1979 11,605 22,015 12,977 499 244 586
1980 11,97C 22,697 13,845 322 244 586
1981 12,336 23,404 14,847 550 244 586
1982 12,692 24,141 15,880 579 244 586
1983 13,115 24,905 16,945 608 244 586
1984 13,508 25,697 18,042 637 244 586
1985 13,950 26,520 19,289 671 244 586

1/ Computed using the ff. equation:
N
Annual Average Daily Pass~Kms. ==E By.Ly,. 0.082
X=1
Where By = projected population of barrio x included in the influence area (see Table 8 );

Lx = distance (in kms.) of barrio x from start of the road project (see Table 3).

2/ Computed using the ff. equation:

N
Annual Average Daily Truck-Kms. =‘.002§ B, + Annual Agricultural production x 11.47 kms.
X =1 300 2

N
Z: By is colum 2 of Table 7 while agricultural production is shown as Column 3.
X=1

3/ Assumes that 160 cu.m. daily will be quarried from the Pantubig pit (1.3 kms away from the start of the project)
while 84 cu.m. daily will be quarried from the Sta. Lucia pit (11.47 kms. away from the start of the project).

C160 cu. m. « 1.3 kms. + 84 cu.m.
2 L 4 cu.m./truck) 4 cu.m,. /truck

4/ Derived as follows:
. 11.47 kms.]
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1979

Centinuaticn - Table 8§

1581

1982

1983

1984

1985

1,884
1,001
2,334

868
1,714
2,280
2,071

792

587

656

415
631

1,942
1,019
2,404

889
1,749
2,334
2,127
848
614
703
442
637

2,003
1,038
2,476

910
1,785
2,390
2,185
508
641
754
470
642

2,065
1,057
2,551

531
1,322
2,447
2,244
972
670
308
501
648

2,129
1,076
2,627

953
1,860
2,505
2,305
1,042
700
867
534
654

2,196
1,096
2,706

976
1,898
2,565
2,367
1,116
731
929
568
660

2,264
1,116
2,787

999
1,938
2,626
2,431
1,195
764
996
605
667

15,233

2,582
857
270

1,177

1,896

15,708

2,651
901
280

1,209

1,948

16,202

2,722
947
290

1,241

2,002

16,716

2,796
995
301

1,275

2,058

17,252

2,871
1,046

312
1,309
2,115

17,808

2948
1,100

323
1,344
2,174

18,388

3,027
1,156
335
1,380
2,234

6,782

22,015

6,989

22,697

7,202

23,404

7,425

24,141

7,653

24,905

7,889

25,697

8,132

26,520
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Condition/Type of Surface 20

Good/Paved 3.6
Good /Gravel 4,0
Fair/Paved 4.1
Fair/Gravel 4.3
Bad /Paved 4.5
Very Bad/Paved )
Bad/Gravel) 5.

Very Bad/Gravel 5.

N O

WWwWwLw

ONPO

o
o &

Source: Road Feasibility Studies II
Reconnaissance Report, Text Volume, May, 1974, p. 4l.

Table _10

Traffic Costs in Centavos Per Truck Km

Speed, Km / Hr.

W WM
« o o
P S =N NV, |

.
v W

S

W WM
<
N O oo~ W

S~ W
.
W~

Condition/Type of Surface 20
Good /Paved 65
Good/Gravel 74
Fair/Paved 76
Fair/Gravel - 83
Bad/Paved 86
Very Bad/Paved

Bad/Gravel 98
Very Bad/Gravel 112

30

56
64
66
74
77

88
102

40

50
60
62
68
72

83
97

Source: Road Feasibility Studies II
Reconnaissance Report, Text Volume, May, 1974, p. 42.

50

Q
(v]

56
58
66
69

80
94

60

46
54
56
64
67

78
92
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Traffic Costs Over Project Road Before Improvement

Section Length  Type of Condition Operating Traffic Costs {Centavos)
(Kms.) Surface of Surface Speed (Per Pags-Kms ) Per Truck-Km
KM 56 + 56% - 58 + 054 1.464  Asphalt Bad 20 4.5 86
KM 58 + 054 - 58 + 500 0.446 Cement Good 40 2.7 65
KM 53 + 500 - 62 + 260 3.76  Asphalt Bad 20 4.5 86
Ko 62 - 260 = 66 + 460 4,20 Gravel Bad 20 5.0 98
Kil 66 + 460 - 68 + 060 1.60 Gravel Very Bad 15 D46 112
Average 4,8 93
Table 12
Traffic Costs Over Project Road After Improvement
Section Length  Type of Condition Operating Traffic Costs {Qentavos)
(Kms.)  Surface of Surface Speed Per Pass-Kn Per Truck-Km
M LG + 590 - 58 + 500 1.910 Cement Good 40 2.7 50
i 58 - 500 - 68 + 060 9.560 Gravel Gocod 50 3.0 56

Average 3.0 55
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Table 13
Project Road Improvement Costs 1/
AMOUNT
ITEM UNIT UNIT COST UANTITY (in_thousand pesos)
(Pesos)
Road Improvement Cost
PCCP Section: KM 56 + 590 - KM 58 + 054 384.5
Clearing and Grubbing Ha, 2,752 .307 0.8
Repreparation of Previously
Constructed Road Km, 4,128 1,464 6.0
Aggregate Sub-base Cu.M, 23 2,847 65.5
Aggregate Base Courge Cu.M, 25.50 1,708 43,6
Portland Cement Concrete '
Pavement Sq.M. 36,12 7,320 264.4
Overhead 4,2
ABC Section: KM 58 + 500 - KM 68 +060 816.2
Clearing and Grubbing Ha. 2,752 2,677 7.4
Repreparation of Previously
Constructed Road Km, 4,128 9,560 39.5
Aggregate Sub-basge Cu.M, 23 18,589 427,5
Aggregate Base Course Cu,M, 25,50 11,153 284.4
Reinforced Concrete Box Culvert - - - 30.0
Overhead - - - 27 .4
Bridge Improvement Cost 2/ 337.6
Removal of Bridge L.S. 5,745.00 All 5.7
Roadway and Drainage
Excavation Cu.M, 5.22 60 0.3
Borrow Cu.M, 7.20 660 4.8
R.C. Piling LM 318.48 360 114.6
R.C. Test Pile Each 9,000.00 1 9.0
Concrete Railing L.M. 136,00 54 7.3
Concrete Class "A" Cu.M. 475.60 12.4 34.4
Concrete Class 'Y" Cu.M. 472,50 34.2 16,2
Reinforcing Steel Kiloes 468,00 10,093 47.2
Structural Steel Kilos 10.80 470 5.1.
Prestressed T-Guider Pcs. 10,371.00 8 83.0
Riprap and Grouted Cu.M, 85.50 50 4.3
Bituminous Concrete Surface M.T. 76.80 12,1 0.9
Miscellaneous - - - 1.0
Overhead - - - 3.8
fotal Improvement Cost . 1,538.3

L/ Firancial cost net of taxes but unadjusted for the
shadow price of unskilled labor,
2/ Existing bridge at KM 654380,


http:10,371.00
http:9,000.00
http:5,745.00

Section

Existing Condition

PCCP
Asphalt
Gravel

Improved Condition

PCCP
Gravel

Annual Maintenance Cost Saving

Maintenance Cost for Project Road
Existing Vs. Improved Condition

Length

Kms.)

+45
5.22
5.80

Table 14

Unit Maintenance

(Pesos)

1,657
8,668
2,233

Total

1,657
1,718

Total

ANNEX XII
Page 23 of 24

Total Maintenance

(Pesos)

746
45,247

12,951

58,944

3,165

16,424

19,589

39,355
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Table 15

IRR Calculations for Project Road

(In thousand pesos)
PROJECTED BENEFITS PROJECTED CosrTs
YEAR Cost Savings, Cost Savings, Truck Traffic Maintenance Total Improvement
Passenger Traffic (Population and (Sand and Graveil- Cost Savings Benefits Costs Total Costs
Agriculture-Related) Related)

1975 - - - - 165* 1,538 1,538
1976 70 60 ' 81 39 250 - -
1977 72 63 81 39 255 - -
1978 74 66 - 81 39 260 - -
1979 76 69 81 39 265 - -
1980 79 72 81 39 271 - -
1981 81 76 81 39 277 - -
1982 83 80 81 39 283 - -
1983 86 84 81 39 290 - -
1984 89 88 81 39 297 .- -
1985 92 93 81 39 305 - -

Present Value: 14% discount rate 1,570 1,538

157, discount rate 1,514 _ ) 1,538

Benefit Cost Ratio (15% discount rate): 1.0
Internal rate of return : ' 14,67

‘remainin
*Sum of the present values of the salvage or/utilitg values of the project

components whose lifetimes exceed 10 years. The cement concrete portion
(KM 56+590-KM 58+054) 1is assumed to have a lifetime of 20 years. The
concrete box culvert (KM 614+693) and the RCDE bridge (KM 65+380) are
assumed to have lifetimes of 30 years. The calculations of the salvage
oryutility values are shown below:

remaining
247 x P384 (improvement cost of concrete portion) - 92
20% x P337 (RCD6 bridge) - 67
20% x P 30 (box culvert) - 6
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LLLUSTRATIVE CASE I1

The following study seeks to illustrate the application of the
methodology described in the Capital Assistance Paper on Rural Roads
in the Philippines (Section II C of the text and in Appendix VI) rela-
tive to low traffic minor feeder rsads and penetration roads., For
such roads the main benefit to be derived from improvement or construc-
tion would be stimulated agricultural production. Present traffic is
very low or nonexistent over parts of the road segment under study.

Part of the marketable production is carried by carabao (water buffalo)
sled. Inhabitants and those providing social services, such as teachers,
to the area of influence of the road, have been observed to walk long
distances because of the lack of all weather passage and transport fa-
cilities. Savings in transport costs (road user savings) are assumed

to be negligible for the purpose of this study.

The methodology for low traffic minor feeder roads and penetra-
tion roads is identical to that of the major feeder road in Case I
except that thc major benefit here to road improvement is net income
to small farmers trom induced agricultural production and not the trans-
port cost savings of Case I,

In order to obtain the internal rate of return of the road, the
algebraic sum of the present values of the annual net income stream
from induced agricultural production due to road improvement and an-
nual road maintenance cost differences are compared with the present
value of construction costs to determine the probable return on in-
vestment. Where roads are a part of an overall project without which
the project would not be feasible then a package approach to determining
the return on investment could be used. This latter case will not be
demonstrated here,

Data does not now exist in forms which would make possible a pre-
cise and thorough analysis of the effects of agricultural production
from improvement of the road selected for study. However, the required
data can be compiled and generated with the cooperation of the Provin-
cial Development Assistance Project (PDAP) Staff which is expected to
be part of the Department of Local Government and Community Development
in Manila and the Provinecial Development Staffs (PDS) in the provinces.
Lrief tentative lists of thc data requirements from the PDAP Staff and
cor the PUS for the cconomis analysis are included in 3 separate paper
ou the traiuing of Provinecial Development Staff.,

The study is illustrative in nature. The results arc tentative and
sihould not be used directly to determine the feasibility of road improve-
ment.  Additional dats and analysis would be necessary to verify the re-
sules o this study,

It was 2ecided to root this study in a real situation rather than
133 & [ictitinus case in order to experience the nature and reliability
vi the oxisting data and research aids which would be available to a
Provincial Development Staff.
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Project Description

The road under study is a segment of a provincial road located in
the Municipality of El Salvador in the Province of Misamis Oriental,
The provincial road extends from the national road at the poblacion of
El Salvador southwest through the length of the Municipality. It is
the main access route through the Municipality connecting remoter parts
Lo the natjonal road system, The road segment under study is approxi-
mately 8.5 kilometers lorg and extends from the Lourdee Turnoff to
Delayap as shown on the accompanying map. The road is the major link
for the barrios of Hinigdaan and Kalungunan to the main road network.

This road is considered by the PDS to be the third priority road
for the Province of Misamis Oriental in the proposed rural road pro-
ject. It has been selected for study here because it basically serves
only one municipality thereby simplifying the case study.

Economx

The economy of the Municipality of El Salvador is based on agri-
culture. The most important crop is copra which is cultivated mainly
in areas closer to the coast. Copra is not an important crop in the
area of influcnce of the road segment under study. Corn is the next
crop in municipal importance and the chief crop in the area of influ-
ence of this study. Corn production in the Municipality of El Salva-
dor in 1971 accounted for more than onc half of provincial production.
Other crops are lowland and upland rice, tobacco, peanuts, root crops
and vegetables. All but lowland rice are grown in the area of influ-
ence of the road.

A plant for processing sorghum into animal feed for export is now
being established necar the beginning of this road segment. An output
oi an estimated 200 Tons/Day of finished product is expected at plant
capacity. The plant would require about 200 to 250 hectares of sorghum
harvested three times per year. Most of the initial production will
rely on factory managed farms., The relative merits of sorghum culti-
vation are not known ut vresent in the municipality. For the sake of
this study, it is assuwed that small farmers will generally continue
to producce cheir traditional crops. If they decide to diversify to
sorghum .nen it §¢ assumee that the new crop is more profitable than
the former and ia which event road construction would be more attrac-
tive,

The Exisiing Road

The existing voad is a rudimentary earth road which passes through
rolling ceriain and is generally withour gravel surfacing. The road is
opened te four-wheei drive vehicles for part of the year. 1In addition
the absonce of 4 structure across the Molugan River is an obstacle to
rosd usc.

Average tr:ific ie¢ low aloug the segment under study although local
traffic is cf sume importance at the beginning of the segment near the
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Lourdes Turnoff. No consideration has been given to savings in trans-
port costs here since average traffic levels are very low. The inclu-
sion of savings in transport costs would not affect the results sig-
nificantly,

Proposcd Tmprovement Level

Costs have been estimated for the improvement of the road to a
standard 6 meter wide carriageway and 1.5 meE?r shoulders with 20 cm
sub-base and 10 cm base courses at 1,150,000=' pesos including approxi-
mately 50,000 pesos for a perforated spillway at the Molugan River
crossing. The ecstimates are so rough that no distinction in this case
is made between financial and economic costs of construction, For our
purpose the financial costs are used as economic costs.

For the above road design standard, unit costs of construction
are approximately 135,000 pesos per kilometer. Design standards could
probably be compromiscd since the road by its nature is a penetration
road into the hinterland, #stimated Ffuture traffic levels would pro-
bably not justify the coustruction of more than a 4 or 5 meter wide
road. Unit costs for a 4 meter wide road are estimated to be approxi-
mately 770,000 pesos including the 50,000 for the structure at the
Molugan River.

1/ Source: Provincial Engineer, Misamis Oriental, October, 1974

Maintenance

There is cffectively little maintenance at present on the road. As
emergencies arise, repairs and maintenance are effected. This study as-
sumes that maintenance costs at present are zero and that future main-
tenance will require 2000 to 4000 pesos per kilometer depending on con-
struction scandards. For the sake of simplification, ne variation in
maintenance costs for diffeurent traffic levels have been considered,

Preliminavy Sclection Criteria

The road sub-project is assumed to satisfy the preliminary selec-
tion criteria. A cursory cxamination of the road relative to the cri-
teria indicates thai the preliminary criteria will likely be satisfied,
At the time of a refinement of the data and analysis for this road sub-
projecc, the ruads adherence to the preliminary selection criteria
should be verified.

Influence Area

Foo the purpose of this study the influence area of the road is
assumed to follow the municipal boundaries. The municipalities adjacent
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to the municipality of El Salvador are also clongated and served by
ronds along their main municipal axes, More detailed study and Inves-
tigation would morc precisely define the area of influence, but would
likely not recsult in significant changes.

Project Benefits

The road sub-project can functionally be classified into a low
traffic volume minor feeder road or penetration road. The road does
not provide year round access to the agricultural areas. Carabaos
(water buffalo) sleds are a favorite for transporting goods between
producing areas and the all weather road system. The road in its
present condition represents a constraint on agricultural production.

In this study, the additional net revenue to farmers from in-
creased corn production due to road will be the major benefit from
road improvement. Only corn marketed outside of the producing area
is considered since it is not expected that corn for home consumption
will be materially affected by road conditions. The production of
other marketed crops would also benefit from road improvement. In-
creased production of all crops which are marketed in significant
quantitics should be included in the analysis. Corn production is
not particularly sensitive to road conditions as compared for example
to rice and sugar cane, althougnh there are noticeable differences
between the high quality of farm areas in other parts of the munici-
pality of El Salvador served by all weather roads as compared to farms
in the area of influence of this road segment,

Although all weather road access to the area of influence of the
road is a necessary condition for increased agricultural production it
is not a sufficient condition. Road improvement would allow easier
access for agricultural inputs including extension services, fertilizer,
ctc., and the spreading of high yield varieties and technology into the
more remote areas. The extension of Philippine Government program of
superviscd agricultural credit is likely to be of more importance in
increasing corn production in the area scerved by the road than road
improvement and would be complement to road improvement.

The major social benefit would be the provision of easier access
to health and murket facilities at Kalabaylabay and the Poblacion of
El Salvador {or the inhabitants of Hinigdaan and Kalungunan. Also
those providing social services to the area served by the road would be
greatly assisted in the discharge of their duties,

Quantification of Induced Cara Production

The basic source documents used for estimating induced corn pro-
duction from road improvement a:e the 1959-60 Agricultural Census of
the Phisippines for the Province of Misamis Oriental and the prelimi-
nary vesul.os vrom the 1970-71 Agricultural Census which has not yet
appearca in published form.

The data presented in Table 1 shows arable land planted to tem-
porary crops such as corn decrecased approximately 16% in Misamis Oriental
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between 1960 and 1971 while the municipality shows an increase of about
20% for the same period, Idle land in El Salvador decreased from 490,9
hectares in 1959-60 to 257.7 hectares in 1970-71,

Table 2 presents data on areas planted for corn production for
1959-60 and 1970-71, The province shows an increase in area planned
to corn from 53,276.6 hectares to 55,079.7 hectares for the period
and El Salvador from 3111.2 hectares to 3690.8 for the same period.

In spite of the more extensive use of land for corn, both total corn
production dropped and yields decreased from 883 Kilos/hectare. The
municipality shows a change from 569 Kilos/Hectare to 432 Kilos/
Hectare. The production statistics are partially suppo=ted by evidence
from the Misamis Oriental Provincial Agriculturist in Table 3. Here
data is available only for the 1962-1973 period. The 1971 statistics
from the census and the Provincial Agriculturist are fairly close.

On the basis of field interviews about 70% of the total municipal
corn production is in the area of influence of the road. Marketed
production is estimated at approximately 50% of total production.

(See Table 3) These estimates should be refined when better estimates
are available.

The basic approach to estimating the net income from induced corn
production due to road improvement is to project corn production over
the evaluation period without road improvement and with road improve-
ment alone. The differences in annual production are the estimated
quantities of corn induced by greater access between the producing
areas and the all weather road network. By estimating the net income
to farmers per metric ton of increased production, and multiplying these
by the annual estimates of increased corn production, the annual net
value to farmers due to road improvement is calculated.

Corn production for 1971 in the area of influence of the road has
been estimated at 558 metric tons (See Tables 3 & 4). TEstimates of
future corn production without road improvement arz based on the pro-
jection of the historical rate of provincial production between 1962
and 1973 (See Table 3) of approximately 5% per year from 432 kilos/
Hectare until the former peak municipal yield of 569 Kilos/Hectare of
the 1959-60 cropping season is achieved. It is assumed that the ap-
proximately 1292 hectares of marketed corn production in the area of
influence of the road does not change. Therefore, in 1971 corn pro-
duction is estimated at 735 tons and is considered to remain at this
level without road improvement, (See Table 4)

With road improvemeni two forecasts are made. The first is based
on an average rate of development and assumes an increase in yield from
525 Kilos/Hectare in 1975 to 1000 Kilos/Hectare (17.5 Cavans (57 Kilos)
/Hectare) 1in 1985 and caat an additional 50 Hectares of land will be
turned from idle co corn producing land. Therefore in 1985, 1342
(1292 + 50) hectares are cstimated to produce 1342 tons of corn. The
change from 678 tons in 1975 to 1342 toms in 1985 is assumed to be
linear. (See Table &, Column 2). The differences between Columns (2)
and (1) are the estimated annual volumes of induces production shown
in Column {3) for this assumption.

The sccond forecasi is based on a high rate of development in the
road service area and assumes that yields will increase from 525 kilos/
Hectare in 1975 to 1400 kilos/hectare (24.6 cavans (57 kilos/Hectare)
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in 1985. The 24,6 cavans is less than one half of the target yields for
high yield corns. 1In addition, it is assumed that an additional 100
hectares of land will be brought into corn production by 1985. There-
fore, in 1985 corn production is estimated at 1392 hectares at 1400
kilos/hectare or approximately 1950 kilos/Hectare. Subtracting the
estimates of annual corn production with and without road improvement,
gives induced marketed production. (Table 4, Column (7)),

Estimating Net Income to Farmers Per Ton of Corn

Net income to farmers from increases in corn production varies
with yields., Yields are assumed to increase from 525 kilos per hectare
to 1000 kilos/hectare and to 1400 kilos per hectare under an assumed
higher rate of growth. 7Tible 5 presents estimates of net returns to
farmers under different yiclds. These estimates based on the World
Bank publication are at best approximations. Data from the Provincial
Agriculturist have also been used for the estimates. Net income is
assumed to increas. linearly between 1975 and 1985. By multiplying
induced annual marketed corn production in metric tons by the net in-
come to farmers in Pesos per metric ton, an annual net income stream
is calculated. (Table 4, Columns (5) and (9)).

The Internal Rate of Return

The internal rate of return calculations are summarized in Tables
6 and 7. These are sclf-explanatory and follow the conventional pro-
cedures for calculating the IRR, The IRR is defined as the rate of in-
terest at which the sum of the present values of the benefits and the
costs over a period renders them equivalent in magnitude or zero if
subtracted. A bencfit cost calculation has been made also. The re-
sults of the IRR calculations are summarized below:

First Assumption Second Assumption
(Average Growth Rate) (High Growth Rate)
6 meter carriageway 2% 157,
4 meter carriageway 9% 25%

Under the first assumption of an average rate of development in
the area of influence of the road, neither the 6 meter nor the 4 meter
carrizgeway roads meet the criteria of a minimum acceptable rate of
return of 157%. 1I[ other denefits were included in the analyses of say
increased production of other crops, it is highly improbable that the
6 meter road with an IRR of 2% would achieve a rate of 15% and unlikely
that the 4 meter road would increase from 9% to 15%.

Both rosds meet the minimum rate of return under the second as-
sumytion of a surge an development in the area of influence of the
road due to road impcovement, ‘Gihe IRR's for the 6 meter and 4 meter
roads are 157 and 25% respectively.
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It would be justified to construct a high standard 6 meter wide
carriageway road if the area shows exceptional promise for development.
The area shows less than exceptional promicse.

A road of say an intermediate standard (5 meter carriageway)
would probably be justified under the assumption of a greater than
average rate of development but less than a very high rate of develop-

ment in the service area.
The analyses could be repeated to verify this conclusion.
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MISAMIS
ORIENTAL

EL SALVADOR

TABLE 1
LAND USE

PROVINCE OF MISAMIS ORIENTAL AND MUNICIPALITY OF EL SALVADOR

(HECTARES)

ESTIMATED ARABLE LAND

TOTAL AREA  PLANTED TO LYING PLANTED TO ALL OTHER

OF LAND TEMPORARY  IDLE 1/  PERMANENT PERMANENT  FOREST LANDS

CROPS CROPS PASTURE

379,9283
1960 36,906.1  20,530.9  65,610.8 5020.2  10,119.1 2617.8
1971 30,967.0  15,259.2  62,956.9 7735.2 6,814.2 5014.2

13,670 2/
1960 1554.3 490.9 1475.0 - 75.2 0.8
1971 1862.0 257.7 1627.5 68.2 2.5 38.5

1/ Includes Land temporarily fallow and temporary fallow

2/ Subject to correction

Source:

Bureau of Census and Statistics
Manila, "Census of the Philippines - 1960 -
Agriculture" and Preliminary Results of the 1970-71 Census
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MISAMIS
ORIENTAL
1960
1971

EL SALVADOR
1960
1971

TABLE 2

CORN - AREA PIANTED AND PRODUCTION

PROVINCE OF MISAMIS ORIENTAL AND MUNICIPALITY OF EL SALVADOR

1

/
(METRIC TONS)

AREA PLANTED (HECTARES) (PRODUCTION 2/
FIRST SECOND THIRD FIRST SECOND  THIRD YIELD
CROP CROP CROP TOTAL CRGP CRCP CR@OP TOTAL (KILOS/HECTARE)

21936.6 16890.7 14449.3 53276.6 2201 1390 1115 4706 883
22490.4 20876.9 11712.3 55079.7 1497 1075 437 3009 546
1321.3 1088.7 701.2 3111.2 916 502 351 1765 569
1689.7 1594.7 406.5 3690.8 816 634 145 1595 432

1l/ Converted to tons from Cavans (57 Kilograms)

2/ Calculated here.

Source:

Bureau of Census and Statistics
¥anila, "Census of the Philippines - 1960 -
Agriculture'and Preliminary Results of the 1970-71 Census
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CORN PRODUCTION
(METRIC TONS)
AREA OF INFLUENCE OF
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LOURDES TURNOFF - DALAYAP ROAD

MISAMIS ESTIMATED ESTIMATED
ORIENTAL EL SALVADOR PRODUCTION .3./ MARKETED PRODUCTION —
1960 (4706)L/ (1769) L/
1962 2522
1963 2859
1964 2645
1965 3202
1866 3129
1967 2830
1968 3264
1969 3109
1970 3125
1971 3215
(3009)2/ (1595)2/ 1116 5
1972 3638
1973 4249

1962-1973

Compounded Annual

Growth Rate

Approximately 5% per year

1./ From 1959-60 Census
2/ From 1970-71 Census
3/ Estimated at 70% of Municipal Production

4/ Estimated at 50% of Estimated Production

Source: Provincial Agriculturalist, Misamis Oriental, October, 1974
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1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

AREA OF INFLUENCE OF THE LOURDES-DALAYAP ROAD

TABLE &

MARKETED CORN PRODUCTION

FIRST ASSUMPTION (AVERAGE GROWTH RATE)
WITH ROAD IMPROVEMENT

SECOND ASSUMPTION (HIGH GRCOWTH RATE)
WITH ROAD IMPROVEMENT

ESTIMATED MARKETED ESTIMATED
PRODUCTION WITHOUT MARKETED

ROAD IMPROVEMENT
(METRIC TONS)

558(432) 2

586
615
646
678
712
735
735
735
735
735
-735
735
735
735

¢V

(454)
(476)
(500)
(525)
(551)
(569)

/

INDUCED NET INCOME NET INCOME  ESTIMATED INDUCED NET INCOME — NET INCOME
MARKETED TO FARMERS TO FARMERS MARKETED MARKETED TO FARMERS  TO FARMERS
PRODUCTION  PRODUCTION  PER TON FROM INDUCED PRODUCTION  PRODUCTION  PER TON FROM TNDUCED
(METRIC TONS) (METRIC TONS) (PESOS/TON) MARKETED (METRIC TONS) (METRIC TONS) (PESOS/TON)  MARKETED
) 3) ) PRODUCTION PRODUCTION
(2)= (1) 1000 PESOS) (1000_PESOS)
) 6 ¢ ¢))
%) x 3) 6)-(1) (8) 3 x (7
678 (525)2/ - 457 - 678(525)2/ - 457 -
744 32 466 15 805 93 468 4t
811 76 476 36 932 197 480 95
877 142 485 69 1060 325 491 160
944 209 494 103 1188 453 503 228
1010 275 504 139 1314 579 514 298
1076 341 513 175 1441 706 525 371
1143 408 522 213 1568 833 537 447
1209 474 531 252 1696 961 548 527
1276 2/ 541 541 293 1823 1088 560 609
1342 (1000)% 607 550 334 1950 (1400)™ 1215 571 694

See Table 5 - Net income is assumed to grow linearly between 1975 and 1985.

Assumed yields in Kilograms per Hectare in parenthesis
Yields have been assumed to grow linearly between 1975 and 1985.

Source:

The Consultant
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TABLE 5
CORN: COSTS AND RETURNS 1/

Kilos

YIELD (ﬁ;zz;;z) 525 1000 1400
Total Revenue/Hectare

P.80/Kilo 420 Pesos 800 Pesos 1120 Pesos
Total Costs/Hectare 2/

Farm Operations (Labor)~ 180 Pesos 250 Pesos 310

Seeds - - 10
Net Revenue 240 P/Hectare 550 P/Hectare 800 P/Hectare
Net Revenue Per Ton 240 = 457 P/Ton 550 P/Ton 800 = 571 P/Ton

525 1.4

1/ The construction of this tgble has been gulded by data presented the
World Bank Publication "Agricultursl Sector Survey - Philippines" -
Vol. IV, Annex 14, Table 7.

2/ Farm and Family Labor Shadow priced at 4 Pesos/Day. The minimum
wage for farm labor is approximately 6.50 Pesos/Day in Migamisg
Oriental.
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1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985

TABLE 6
IRR CALCULATIONS FOR LOURDES TURNOFF - DALAYAP ROAD
(IN THOUSAND PESOS)

(FIRST ASSUMPTION (AVERAGE GROWTH RATE) AND 6 METER ROAD (FIRST ASSUMPTION (AVERAGE GROWTH RATE) AND 4 METER ROAD
PROJECTED BENEFITS PROJECTED COSTS PROJECTED BENEFITS PROJECTED COSTS
NET INCOME MAINTENANCE TOTAL ROAD TOTAL NET INCOME MAINTENANCE TOTAL ROAD TOTAL
TO FARMERS COST SAVINGS NET IMPROVEMENT COSTS TO FARMERS COST SAVINGS NET IMPROVEMENT COSTS
FROM INDUCED BENEFITS COSTS FROM INDUCED BENEFITS COSTS
MARKETED MARKETED
PRODUCTION PRODUCTION
(1) (2) (3) (%) (5) (6) (N (8) ) (10)
- 10t/ 1150 1150 - 10/ 770 770
15 =34 -19 15 ~17 -2
36 =34 2 36 -17 19
69 -34 35 69 ~-17 52
103 =34 69 103 -17 86
139 ~34 105 139 -17 122
175 =34 141 175 -17 158
213 =34 179 213 ~17 196
252 -34 218 252 -17 235
293 =34 259 293 -17 276
334 =34 300 334 ~17 317
Present Value at 10% 633 1150 Present Value at 10% 737 770
Present Value at 2% 1115 1150 Present Value at 9% 784 770
. . IRR 1g 2% 1g -+ IRR 1s 9%
Benefit Cost Ratio (15% Discount) /Less than 1.0 Benefit Cost Ratio (15% Discount) is less thsn 1.0

1/ The sum of the present values of the salvage or remaining utility of major drainage structures
after the 10-Year evaluation period, with assumed economic lives of - 30 years, is approximately
20% of the original construction costs at discount rates near 15%. Twenty percent of the
construction costs of all major dralnage structures is therefore added to the benefits at the
beginning of the comstruction year (.20 x 50,000 = 10,000 Pesos)

Source: The Comsultant
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SECOND ASSUMPTION (HIGH GROWTH RATE) AND 6 METER ROAD SECOND ASSUMPTION (HIGH GROWTH RATE) AND 4 METER ROAD
PROJECTED BENEFITS PROJECTED COSTS PROJECTED BENEFITS PROJECTED COSTS
NET INCOME MAINTENANCE TOTAL ROAD TOTAL NET INCOME MAINTENANCE TOTAL ROAD TOTAL
TO FARMERS COST SAVINGS NET IMPROVEMENT COSTS TO FARMERS COST SAVINGS NET IMPROVEMENT COSTS
FROM INDUCED BENEFITS COSTS FROM INDUCED BENEFITS COSTS
MARKETED MARKETED
PRODUCTION PRODUCTION
1) (2) 3 (4) (5) (6) ¢))] (8) 9 (10)
1975 - ' 10l/ 1150 1150 - 10/ 770 770
1976 44 =34 10 44 -17 27
1977 95 =34 61 95 =17 78
1978 160 =34 126 160 -17 143
1979 228 =34 194 228 -17 211
1980 298 =34 264 29° -17 281
1981 371 =34 337 371 -17 354
1982 447 34 413 447 =17 430
1983 527 =34 493 527 -17 510
1984 609 =34 575 609 -17 592
1985 694 =34 660 694 ~17 677
Present Value at 167 1113 1150 Present Value at 257 753 770
Present Value at 15% 1178 1150 Present Value at 24% 790 770
. Present Value at 23% 82¢ 770
» « IRR is 15% Present Value at 20% 966 770
Present Value at 15% 1265 770
.". IRR is 25%
Benefit Cost Ratio (157) 1s 1.0 Benefit Cost Ratio (15%) is 1.6

1/ The sum of the present values of the salvage or remaining utility of major drainage structures after the 10-year
evaluation period, with assumed economic lives of 30 years, is approximately 20% of the original constructfion
costs at discount rates near 15%. Twenty percent of the construction costs of all wmajor drainaga structurss is
therefore added to the benefits at the beginning of the construction year (.20 x 50,000 = 10,000 Pesos)

Source: The Consultant
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1976

1977

1978

1979

1980

1981

1982

1983

1984

1985

107,
10
~-17
2
26
47
65
80
92

102

6 Meter Road
First Assumption

8%

2%
10
-19
2
33
64
95
125
156

186

Work Sheets

109

10

-2-

16
39
59
76
89
101
110

117

4 Meter Road
First Assumption

9%

10
-2
16
40
61
79
9%
107

118
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1975
1976
1977
1978
1979
1980
1981
1982
1983
1984

1985

6 Meter Road
Second Assumption

159
10
9
46
83
111
131
146
155
161
163
163

1178

16%

10
9
45
81
107
126
138
146
150

151

150

1113

Work Sheets

15%
10
23
60
9%
121
140
153
162
167
168
167

1265

4 Meter Road
Second Assumption

20%

113
119
120
119

115

966

239,

10
22
52
77
92
100
102
100
97

82

829

249,
10
22
51
75
89
96
97
95
91

85

790
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25%
10
22
50
73
86
92
93
90
85

79

753
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CIECKLIST OF STATUTORY CRITERIA

BASTC_AUTHORTTY

1.

104 ;
107,

1053
Is loan being made

FIA_10%;
106; &

a. for apriculture, rural develop~
ment or nutrition;

-

.\\

b, for population planning ¢ health;

This project will contribute to
agriculture output and distribution
by providing access to and egress
from agriculture areas. The cost
of transportation of agriculture
inputs and outputs shall be greatly
reduced.

Not Applicable (N.A.)

¢. for education, public aduministration; N.A.

or human resources development}

d. to solve economic and soclal

development problems in fields su. i as
transportation, power, industry, urban

development, and export development;

N.A.
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e. in support of the general
economy of the recinient
country or for development
programs conducted by private
or international organiza-
tions,

COUNTRY PERFORMANQE

Proyress Towards Country Goals

S

2. FAA 3201 (L) (), (7)) & (8) ; § 208

A, Describe extent to which
vauntry ig:

(1) Making appropriate efforts
to increase food production

and improve means for food
storage and distribucion,

(2)  Creating a favorable cli-
mate for foreign and domestic
private enterprise and
investmenc.

ANNEX XIV
Page 2 nf 20

N.A

Food production in top nriority of the
Marcos administration., Several program

.are being implemented to achieve gel f-
‘sufficiency in rice and corn and accele-

rate production of livestnck, poultry,
fish, fruits and vegetahles. This
project is another example of the GOP'g
efforts to increase food production and
distribution.

See FAA 620 (e) (1) below.
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&)

role

Increasing the public's
in the develdpmental

process,

4)

{5)

(a) Allocating availabie
budgetary resources to
development.

(b) Diverting such resonurces
for unnecessary military
expenditure (See also Ttem No.
and intervention in affairs of

ANNIK ALY
Page 3 of 20

The four-year agriculture program is
increasing the productive capability

of Philippine farmers. The Department
for Local Government and Community
Development carries out programs at the
barrio (village) level throughout the
Philippines. A Decentralization Act
providing more autonomy to the Province was
enacted in 1967. The Provincial Develop=-
ment Assistance Program is operating ip
seventeen provinces.

Additienally, in an attempt to redistribute
income and raise the rural standard of
1iving, the GOP has recently embarked upon
an agressive land reform program, and is
well under way with a country-wide rural
electrification program.

(a) More than 70 percent of the national
budget is allocated to social and economic
development. One-fourth of the budget goes
to education, nearly 10 percent to agricul-
ture and natural resources, and almost

20 percent to transportation and
communications.

(b) Less than 15 percent of the budget
goes for national defense.
20)

other free and independent nations.)

(See also Ttem No. 11)

Making economlc, social, and
political reforms such as tax
cotlection improvements and

The GOP, ever since its establishment
as an independent nation in 1946, has
patterned its government after that

chanpes ia land tenure arranges of the United States, adopting the
ments, and making progress toward same democratic principles and
respect for the vule of law, frcedom strongly supporting a free and cnen
of expression and of the press, and society. On Sept. 22, 1972 Presidant

recognizing the importunce of

Marcos, citing a serious threat tn

{ndividual freedom, initiative, and their system from hoth the extreme

private enterprise.

left and right, invoked martial law
and, tling by decree, ordered an
accelerated implementation of
essential reforms long needed to






Eﬁﬁ_g 620 (¢) (1). If assistance
{s to a government, has it
(Including governmgnt agencles

or subdivisions) taken any action
which has the effect of
nationalizinyg, expropriating,

or otherwise seluing ownership

or control of property of. U.S.
citizens or enticies beneficially
owned by them without taking steps
to dischaipge 1its obligations toward
such cltizens or entities?

ANNEX XIV
Page 5 of 20

Under the Parity Amendment to the 1939
Philippine Constitution U, eftinens
were given certuin rights, including
the ownership ol land and the lcase of
land owned by the Government otherwise
reserved under the Constitution to
c¢itizens of the Yhilippines, until

July 3, 197k. The philippine Govern-
ment has ruled that the rights given

in the Parity Amendment have 1o validity
after July 3, 197k, but has deferred
until May 27, 1975, action %o implement
its ruling in respect o ownership of
private land and lecases of publicly
owned land. 1In the meantime, with the
support of the U.S. Government, the
affected U.S. citizens are seeking to
work out witn the Government of the
Philippines implemerntation arrangemants
which if carried out as nov envisaged
would result in arrangements which
vould not contravene FAA Sec. 620 (e)(1).









AID 1240-2 (5-74)

12.

13.

14,

—d
wn

FAA § 620(1). 1If the country

has failed tn institute the
Investment guaranty program

for the specific risks of
expropriation, in convert-
ibility or confiscation, has

the A.1.D. administration within
the past vear considered denying
assistance to such government
for this reason?

FAA 8§ 620(n). Does recipient

country furnish goods to North
Viet-Nam or permit ships or
aircraft under {ts flag to
carry cargoes to or from North
Viet-Nam?

FAA 8§ 620(q). Is the government

of the recipient country in
default on in'.-rest or principal
of any A.I.D. loan to the
country?

FAA § 620(t). Has the country
severed diplomatic relations

with the United States? If so,
have they been resumed and,

have new bilatural assistance
agreements been negotiatad and
encered into since such resumption?

FAA 8 (20(u). What is the pay- 16.

ment status of the country's U.N.
obligations? If the country is
In arrears, were such arrearages
taken into account by the A.I.D.
Administrator in determining the
current A.T.li. Operational Year
dadgec?

ANNEX XIV
Page A of 20

N.A,

No.

No.

No.

The Philippines is not in
default with respect to
its dues, assessments or
other obligations to the
U.S. The Loan Agreement
and disbursement pro-
cedures will ensure that
loan funds are not used
for payment of U.N,
obligations.
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17.

18‘

FnA § 481,

Has the government of
recipient country failed to take
adequate steps to prevent narcotic
drugs and other controlied sub-
stances (as defined by the Compre=-
hensive Drug Abuse Prevention and
Control Act of 1970) produced or
processed, in whole or in part, in
each country, or transported
through such ¢ountry, from being
sold {llegally within the juris-
diction of such country to U.S.
Government personnel or their
dependents, or from entering the
U.S. unlawfully?

FAA, 1973 § 29, 1f (a) military

base i, located in recipient
country, and was constructed or
is being maintained or operated
with funds furnished by U.S., and
(L) U.S. personnel carry out
military operations from such
base, has the President deter-
mined that the governmeat of
recipient country has authorized
regular access to U.S. corres-
pondents to such base?

Military Expenditures

19.

FAA 8§ 620(s)., What percentage of
country budget is for military
expenditures?  How much of foreign
exchangse resources spent on mili-
tary equipnient 7 iow much spent for
the purchase of soplisti. ired
weapons systeas?  (Considevation
of these poinrs is to Le coor-
dinated .ith the Burcau for
Program and Policy Coordination,
gzglonal Coordinators and Military
Assistance Starf (PPC/RC).)

19'

ANNEX XIV
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No.

(Presidential Determination
No. 74-14 dated 1/20/74).

Yes,

Annual defense bhudgets average
less than 15% of the national
budget, Approximately one-
third of this amount is for
maintenance of peace and order.
Philipnine foreign exchange
resources used to acquire
military equipment are negli-
gible. We know of no diversion
of either development asgig-
tance or of PL 480 sales to
military expenditures. We are
not aware of any diversion of
Philippine resources for unne-
cessary military expenditures.
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(¢) other important areas of (e) This project puts primary cmphasis
economfc, political, and social on transportation and communication.
development, including industry;

tree labor uuions, cooperatives,

and Voluntary Agencies; trans-

nortation and comnunication;,

planning and public administration;

urban development, and mpderni-

zation of existing laws; or

() integrating women into the (£) For discussion of the considerable

) ' ‘ .
recipient country's national role of women, see pg. b this paper.
economy.

28 FAA § 209. TIs project susceptible No .
of execution as part of regional
project? If so why is project not
s0 executed?

29, rAA 8§ 201(b)(4) Information and This project 1s consistent with the
conclusion on activity's relation- GOP new socilety policy of assisting
ship to, and consistency with, the common man. See page 7 of CAP.
other development activities, and
{ts contribution to realizable
long-range objectives,

300 FAA 8 2001 (1LY (9 fnformation and Improved transportation and communica-
conclusion on whether or not the tion will contribute to self-gsustained
dctivity to be financed will growth,

contribute to the achievement of
sulf-gustaiding growth,

-
-

Fag 8 209; N.A,
Tnformaticn sad coanclusion

shether assistance will

encourage regional development

L rograms.
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34.

‘O,

FAA § Section 111, DIlscuss the

extent to which the loan will strengthen
the participation of the urban and rural
poor in their country's develcpment, and
will assist in the development of
cooperatives which will enable and
encourage greater numbers of poor people
to help themselves toward a better life,

FAA & 201(f). 1f this is a project loan,

describe how such project will promote
the country's cconomic development
taking into account the country's human
and material resource requirements and
the relationship between ultimate oh-
jectives of the project and overall
economic developmen!,

FAA 8 281(a). Describe extent to

which the loan will contribute to
the objective of assuring maximum
participation in the task of econo-
mic develupment on the part of the
people of the country, through tle
encouragement of democratic,
private, and local governmental
institutions.

FAA § 281(h). Describe extent to

which program recognizes the
pacrticular needs, desires, and
capacities of the people of the
country: utilizes the country's
intellectual resouarceg to
encourage Institutiona! deve.-
opment ; and suppoerts civic
education and training ip skills
requived for effective partici-
pirion In governmental and
political processes esseatial to
se LE-yovernnent,

fAA 520100 (3) . In what ways does the
activity give reasonable promise of
contributing to the development of
secionle resources, or to the increase of
vroduct ! s cavabilicies?

ANNEX XIV
Page 13 0f 20

This prolect will Involve the
Provinces in an activity that was
formerly left to the national
government and therefore encourage
participation of rural poor people.
No effect on development of
cooperatives,

This project has a very direct
influence on promoting the
country's economic development
by contributing to agriculture
production and distribution.

N.A.

More economical and convenient
transportation will have a wide
range of influence on the rural
communities by the fact that
government and social institutions
and services will be more readily
avajlable and the rural people more
accessible.

Better roads will undoubtedly
increase agriculture output by
providing cheaper transportation
for inputs and outputs.
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37.

38.

FAA 8 601(a). Information and

conclusions whether loan will
encourage efforts of the country
to: (a) increase the flow of
international trade; (b) foster
private initiative and competition;
(c) encourage development and use
of cooperatives, credit unions,

and savings and loan associations;
(d) discourage monopolistic
practices; (e) improve technical
efficiency of iIndustry, agriculture,
and commerce; and (f) strengthen
free labor unions,

FAA & 619, Tf assistance is for
newly independent country; is it
furnished through multilateral
organizations or plans to the
maximum extent appropriate?

Loan's Effect on U.S. and A.I.D.

Program
39, FAA & 201 (b) (6) Information

NS

and conclusion on possible effects

of loan on U.S. econcmy, with special

reference to areas of substantial
Tabor surplus, and extent co which
0.5, commodities and assistance are
furnished in a manner consistent
with fwmproving the 1.5, halance of
payments position.

YeA § 202(a) __ Total amount of money

rndev Toan . ieh is poing directly
o privets enterprise, is going co
intermadiace credit (nstitutions o
uvther borvowers for use by private
gnterprisz, i boiug used ¢o finance
iaports from privdte sou.ces, or in
othereiss being used vo finance
aracurements from private sources.

ANNEX XIV
Page 14 of 20

(a) only to the extent that agriculture
output exceeds local needs and will be
exported, However, it will encourage
use of imported fertilizer.

(b) it will encourage small farmers

to increase production (c¢) indirectly
(d) indirectly (e) cheaper transporta-
tion will contribute to agriculture and
commerce (f) N.A.

N.A.

N.A. Because this is a local currency
project.

Total loan will be used to establish
a Special Letter of Credit in a 1.S.
bank to finance GOP purchases in the
u.s.

Privete Enterprise will perticipate
in this project and procure will be
from private sources.
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41. FAA § 601(b) . Information and Private enterprise is being used to
conclusion on how the loan will the maximum extent practicable
encourage U.S. private trade and under this loan.
investment abroad and how it will .. _
encourage private U.S. participation This is a local currency project,
in foreign assistance programs tperefore private U.S. participation
(including use of private trade will not be directly incolced; how-
channels and the services of U.S. ever an SLC will be used for disburse-
private enterprise). . ment of these Loan funds which will be

channeled through U.S, private enter-
prises.

42, FAA § 601(d). If a capital Philippine engineering firms and
project, are engineering and Provincial Engineering Offices are
professional services of U.S. capable of designing and constructing
firms and their affiliates used this project without outside consulting
to the maximum extent consistent assistance,
with the national iuterest?

43. FAA § 602. Information and U.'S, small business will not partici-
conclusion vherher 11.S, small pate because this is a local currency
business will participate project and the goods and services to
equitably in the furnishing of be provided are not the type normally
good and services financed by of interest to them.
the loan.

44, TAA 8§ 620(h). Will the loan No.

romote or assist the foreign
aid projects or activitias of
the Communist-Bloc countries?
&5, FAA 8 621, If Technical N.A.

Assisitance i{s financed by the
loan, information and conciusion
whether such 2ssiscance will be
furnished to the fullest extent
practicable as goods and profes=-
slonal and other servi:es from
privaie enterprise on a contract

ANNEX XIV
Page 15 of 20

besis, If the facilities of other
Federal agencies will be utilized,
iaformation and conclusion on

]
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whether they are particularly
suitable, are not competitive wlth
private enterprise, and can be

made available without undue
interference with domestic programs.

Loan's Compliance with Specific Requirements

46. FAA B 110(a); 8 208(e). In what manner has or will the

recipient country provide The loan agreement will so

:is¥:::§e;5;hg; zgewé;:tgrzzide provide and assurance obtained from
° the G.0.P,

the program, project, or acti-
vity with respect to which the
Loan is to be made?

47. TFAA 8 112, Will loan be uged
to finance police training or
related program in recipient
country?

NO.

48, TAA § 114. Will loan be used to No.
pay for performance of abortions
or to motivate or coerce persons
to practice abortions?

49. FAA 8201(b). 1Is the country among ' Yes.
the 20 countries in which development

loan funds may be used to make loans
in this fiscal year?

50. FAA § 201(d). 1Is incevest rate of loan Yes.
at least 2% per annum during grace period
and at least 3% per anrum thereafter?

1. FAA 8 201(F). II this is a project loan, Private engineering and construction
what provisions have been madg for approprL— firms will be used.
&te participacion by the reciplent country's
wrivate enterprise?

s2. FAA §5C4{a). VWill all commodity Yes
procurement financed under the
lodn he from the United States
except as uwtherwise determined
oy the Prestident?

53, idA 3 =04 (I Yhat provision is N.A.
made to preveant financing
commoait procrenent in bull
at pilces higher than adjusted
U.S. meraet price”
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54.

[ |
(6]
.

56,

57.

FAA 8 604(d), If the coop-~

erating country discriminates
against U.S. marine insurance
companies, will loan agreement
require that marine insurance
be placed in the United Stateg
on commodities financed by the
loan?

FAA B 604(e). If offshore procure-
ment of agricultural commodity or
product is to be financed, is there
provision against such procurement
when the domestic price of such
commodity is less than parity?

FAA § 604(f)., TIf loan finances a

commodity import program, will
arrangements be made for supplier
certification to A.I.D. and A.1.D,
approval of commodity as eligilLle
and suitable?

FAA & 608(a). Tnlormation on

measures to be taken to utilize
U.5. Government excess personal
property in lieu of the procurement

of tew [tems.

FAA § 611(h); App. § 101. If
loan finances water or water-
related land »..scurce construction
project or program, is there a
benefit~cost compuration made,
insofar as p.acticable, in
accordance with the prozedures

set forth in the Memorandua of

the President cated May 15, 19627

ANNEX " XIV
Page 17 of 20

Yes,

N.A.

N.A,

Excess property is used extensively
by the Provinces, no Procurement

of new equipment will be financed by
the loan.

N.A.
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59.

60,

61,

(J’; -

FAA § 611(¢). 1If contracts for ‘The GOP Standard practice of
construction are to be financed, contracting is through competition.

what provision will he made that
they be let on a competitive basis
to maximum extent practicable?

FAA § 612(b);: 8 636(h). Describe The GOP {s financing 100 percent of the
steps taken tou as.ure that, to the project and the loan will refmburse the
maximum extent possible, the country GOP in a Special Letter of Credit 75

is contributing local currencies to percent of the project costs.

meet the cost of contractual and

other services, and foreign currencies
owned by the United States are utilized
to meet the cost of contractual and
other services.

App., § 113, Will any of loan funds be used to The Philippines is not an excess
acquire currency of recipient country currency country.

from non-U.5. Treasury sources when ex-

cess currency of that country is on

deposit In U.S. Treasury?

Section 130 and 31 of PL 93-189 ‘ No.

(FAA of 1973).

Will any part of the loan be used to

finance directly or indirectly military h
or paramilitary operations by the U.S.

v by foreign forces in or over Laos,

Cambodia, North Vietnam, South Vietnam,

or Thailand?

seetion 37 of PL 93 - 189 (FAA of 1973); No.
_dpp. £ 111, Will any part of this loan

e used to aid or assis: generally or in

fhe veconstructoom of Norch Vietnam?

aA § 6:2(3). boes the United States own The Philippines is not an excess
excess foreign currency and, if so, what currency country.
crragngensnts have been wmade for its release?

JA 5 6204p) . What provision {s there against The loan agreement will

uaof sabiect assistance to compensate owners so provide.
iur expropriated or nationalized property?
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66,

67,

68.

69.

0.

~!
-
N

19
(5-74)

FAA § 620 (k). 1If construction
of productive enterprise, will
aggregate value of assistance
to be furnished by the United
States exceed $100 million?

FAA § 636(i). Will any loan funds .

be used to finance purchase, long-
term lease, or exchange of motor
vehicle manufactured outside the
United States, or any guaranty of
such a transaction?

App. & 103, Will any loan funds be
used to pay pensions, etc,, for
military personnel?

App. § 105. TIf loan is for capital -
proiect, Is there provision for
A.%..D. approval of all contractors
and conlLract terms?

App. § 107. Will any loan funds
be used to pay UN assessments?

App. § 109, Compliance with
regulations on employment of U.S.
und local personanel. (A.I.D.
Regulatlon 77},

ANNEX XIV
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NOAI

No.

No.

AID will review and approve all
contractors on the basis of recom-
mendations m ade by local A & E
firms which will ensure that con-
tractors are qualified, cost are
reascnable and that design and con-
struction are acceptatle. ECtandard
form contracts which will in fact be
be used, will be approved by A.I.D.

No.

The loan agreement will so provide.
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72.

73.

74,

76.

17.

App. § 110. Will anv of loan

funds be used to carry out pro-
visions of FAA §8§ 209 (d)?

App. 8 112. Will any of the funds
appropriated or local currencies generated

as 8 result of AID assistance be used for
support of police or prison construction

and administration in South Vietnam or for
support of police training of South Vietnamese?

App. §_1l§. Describe how the Committee on
Appropriations of the Senate and House have
been or will be notified concerning the
activity, program, project, country, or
other operation to be financed by the Loan.

Agg.g 601. Will any loan funds be used for
publicity or propaganda purposes within the
United States not authorized by Congress?

App. § 604. Will any of the funds appropriated
for this project be used to furnish petrolcum
fuels produced in the continental United States
to Southeast Asia for use by non-U.S. nationalg?

MMA § 901.b; FAA § 640C,

(a) Compliance with requirement
that at least 50 per ceutum of

the gross tonnage of commodities
{compured separately for dry bulk
carriers, dry cargo liners, and
tankers) financed with funds made
available under this loan shall be
transported on privately owned U.S.-
flag comnercial vessels to the
extent that such vessels are
avullasle et fair and reasonable
rates.

{b) V¥Witl grant be made to loan No.

recipient to pey all or'any portion
of such differential as may exist
between 7.5, und foreign-flag vessel

ceces?

ANNEX XIV
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No.

No.

The project has jeen in-
cluded in the FY 75

Congressional Presentation,

Pg. 130.

No,

No.

This is a local currency
project. No commoditics
will be transported on
ocean vessels, and there-
fore, this section is in-
applicable.
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DEPARTMENT C?'I-' STATE
AGENCY FOR INTERNATIOMAL DEVELOPMENT
WASHKINGTON. D. ¢¥ 20523

OFFICE OF
THE ADMINISTRATOR

Loan No. 492-T-035"

CAPITAL ASSISTANCE LOAN AUTHORIZATION f/{
.‘-)

AL
Provided from: Food and Nutrition . ;9
(Philippines: Rural Roads Loan)

Pursuant to the authority vested in me as Administrator, Agency for
International Development ("A,I.D.,"), by the Foreign Assistance Act
of 1961, as amended, (the "Act") and the Delegations of Authority
issued thereunder, I hereby authorize the establishment of a loan
pursuant to Part I, Chapter I, Section 103 and Chapter 2, Title I
the Development Loan Fund, to the Government of the Republic of the
Philippines ("Borrower'") acting through the National Economic
Development 'Authority of not to exceed Fifteen Million Dollars
($15,000,000). The proceeds of this loan will be used to reimburse
the Borrower for up to seventy-five percent of the peso costs of a
program of subprojects executed by participating Provinces to
construct or improve approximately 750 kilometers of rural roads
and 2400 linear meters of related bridges in provincial areas of
the Philippines., The loan shall be subject to the following terms
and conditions:

1, 1Interest Rate and Terms of Repayments

The loan shall be repaid by the Borrower within forty (40)
years after the date of the first disbursement under the loan,
including a grace period of not to exceed ten (10) years. The
.interest on the unrepaid principal balance of the loan shall be
from-the date of first disbursement at the rate of (a) two
percent (2%) per annum during the grace period, and (b) three
percent (3%) per annum thereafter,

2. Currency of Repayment

Provision shall be made for repayment of the loan and
payment of interest in United States dollars.



3. Other Terms and Conditions

Unless A,I.D, otherwise agrees in writing,

(a) Goods and services financed under the loan shall have their
source and origin in the Philippines." '

(b) The loan agreement shall provide that prior to the commencement
of the first subproject, the Borrower shall submit or cause to be
submitted, the following in form and substance satisfactory to A,I.D.:

(1 Written éssurance from the Borrower that
sufficient funds from the Presidential
Discretionary Fund will be made available
to the Department of Local Government and
Community Development ("DLGCD") for the
purpose of reimbursing each participating
Province for the agreed amount with respect
to a satisfactorily completed subproject.

(2) A project implementation agreement, the terms
"~ of which cannot thereafter be materially

modified o. amended without the prior written
consent of A,L.D., which project implementation
agreement will be executed by DLGCD and each
participating Province. This agreement shall
contain, inter alia, the qualification criteria
for each Province and subproject and a provision
requiring, under appropriate circumstances,
A.I.D, approval of construction and procurement
contracts and firms selected to perform these
services,

(3) A copy of an executed contract or contracts with
an engineering firm or firms satisfactory to A,L.D.

(&) Written assurances from the Borrower and the Bureau
“of Public Highways, that all roads and bridges
improved or constructed under this Project will be
.classified as provincial roads and therefore
eligible for annual maintenance funds, and that
such funds will be provided, both in accordance
iwith Presidential Decrees 17 and 320.
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'(5) A three year implementation plan prepared by DLGCD,
., 1ncluding a projection of funds available to finance

| contracts with the engineering firms required under
(3) above,

(6) Such other conditions as A,I.D. may deem advisable,

(c) The loan agreement shall contain the following special
covenants by the Borrower:

'

(1)  The Project will be implemented, on behalf of the
' ‘Borrower, by DLGCD.

(2) The DLGCD will assure that the terms and conditions

. of each project implementation agreement are observed

; by each’'of the parties thereto,

i
i

(3) DLGCD will assure that Project Evaluation Procedures
‘! are implemented,

(4) Such additional covenants as A,I.D. may deem advisable,

(d) The loan agreement shall include such other terms and
conditions as A.I.D, may deem advisable.

a%még,
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UNITED STATES GOVERNMENT

Memorandum
T0O DISTRIBUTION DATE: Octcber 25, 1974
FROM Frank Collins, EA/CCD ML
SUBJECT: Philippines-Rural Roads (PRP) —\

&c cation III (PRP).
Thailand-Lam Nam Oon (PID) .

We have scheduled a meeting of the East Asia Advisory Committee .
for Capital Assistance for 9:30 a.m., Friday, November 1, 1974,
Roam 609 RPC, to consider the attached Project Review Proposals
(PRP) fram the Philippines and the Project Identification Docu-
ment (PID) from Thailand.

It is recomrended that the PRPs and the PID be approved.

Your participation in this meeting is invited.

Attachments:
As stated

DISTRIBUTION:

EA/CCD, Mr. Norman Cohen

EA/CCD, Mr. A, R. Love
EA/CCD, Mr. M. M. Pehl
EA.CCD, Mr. L. W. Bond
EA/PPB, Mr. L. A. Marinelli
EA/SAA, Ms. S. J. Littlefield
EA/PHIL, Mr, D. M. Chandler
EA/TD, Dr. H. Dodge

SER/ENGR (gA) , Mr, J. Sloan
GC/EA, Mr. H. Morris
PPC/DPRE, Ms, B, Clary (6)

Regularly on the Payroll Savings Plaé



PROJECT REVIEV! PAPER

il

TO : East Asia Committee on Capita}} Assistance

FROM: EA/CCD Capital Projects Committee

SUBJ: Philippines Request for Authorization to Proceed with the
Intenslve Review of a Proposal for Capltal Assistance to
the Government of the Philippines to assist in financing
development of Rural Roads. (Rural Roads - $15.0 million)

Summary:

Borrower: Governmeﬁt of the Republic of the Philippines (GOP).

Implementing Agencies: Department of Local Government and

Community Development (DIGCD) and
Provincial Governments,

Amount of Loan: $15.0 million

Terms: A.I.D.'s standard terms for Development Loans, i.e.,
repayment within 40 years including & 10-year grace
period, with interest at 2% during the grace period
and 3% thereafter.

Project: . The project will provide for the reimbursement of up
to 75% of costs for Provincial Rural Roads
Development. This reimbursement will be througn the
Special Letter of Credit arrangement.



1. Project Description

This loan financed project is to_iwbrggg[tgn§trgct:rqrgl_rgids

in those provinces which USAID and the Provincial Development
Assistance Project (PDAP) have assisted in acquiring the necessary
skills ard equipment to construct and maintain their own rural
road network. For thé purposes of this project rural roads are

those roads referred to as: farm to market roads, fgeder roads,

mun1c1pa1 or provincia] roads. Currently with assistance from

—y——a——

USAID and PDAP, 14 prov1nces are qua11f1ed to implement the

project. This number is expected to expand to 18 provinces in

FY 1976 and 22 prov1nces in FY 1977. As currently planned, the

S b

project w111 construct approximately 750 k1lometers of farm to

LK e, S
e e PSR L il

market roads and 2400 linear meters of ‘bridges in the qua11fy1ng

provinces over.a three year period.

~,

The project will be‘imp1emented through the Department of Local

Government and Comm.nity Development (DLGCD). DLGCD is a separate

department of the Government of the Philippines and is responsible
for the development of local government and community development.
The provincial Development Assistance Project is currently under the
Development Management Staff in the Office of the President, but
is scheduled to be;phased into DLGCD, during the next two years.
Construction will be initially financed totally by provincial
funds. Upon compietion of construction, according to standards

and cost previously agreed to by USAID/PDAP/DLGCD, DLGCD will

e S —



II.

;

J
reimburse thg province for"§p amouﬂ[ not to exceed 75% of the
l&"‘\— . .. —— .

et m s s . P

total estimated and previously agrféd upon cost. USAID will re-
L 4 tu :

1mbursg,the'GOP‘anvgqpiva1ent amount of $U.S. by a Special Letter
of CrediH,in aIU.S.“bank from loan funds for disbursement by the GOP,

Selection Criteria .

To qualify for financing under this project a province must:

(a) have been in the PDAP program for at least two years,
wHfeh 1s considered “the minimum period necessary to
fully develop the management and engineering capability

‘to properly implement the construction program.

(b) .have a provincial development staff capable of conducting
.feasibi1fty=typé7tthEYWE“§fGBTés for sub-project planning,
'selection and evaluation,

(c) |have a Capital Improvement Program (See Attachment #2).

(d) ‘have a Régd Network Program (See Attachment #2).

" e

~(e) . have a functional Materials Testing Laboratory.

(f) . have a Provincial Engineer's Office qualified to handle
.all aspects of impiementation (design, construction,
‘ contracting).

(g)' have a functional Provincial Equipment Pool with a d=ad-
_ ' line rate under 25%.

(h) . have an A%tiCU]E!t§1§ggtion Inventory and Profile (See
Attachment #2). Adhatiiakddtiits

Furthér; for a particular road segment to qualify for financing

under this projecf”it must:

(a) average at least 10 farms of less than 3 hectares within
its influence area per kilometer of length. (Note: the
exact specification of this criteria must yet be determined).

(b) must‘notj1ead to a dead-end or impassable road at both ends.

(c) must lead to or connect to a road network that leads to
' a poblacion (rural urban center, market place).



(d) * satisfy specified economyj and technical criteria.
DLGCD, with the concurrence of th$ USATD Provincial Development
staff, will certify that each province and each sub-project meets
the criteria 11sth above before authorizing a province to undertake
preparation of final plans and'Spec1f1cations. DLGCD will contract
with local A & E firms to provide independent monitoring of the
design and construction and provide a certification that work was

completed as agreed for purposes of reimbursement.

I1II. Project Cost
It is estimated that a $15 million loan (U.S. $ = P6.66 or $15

million = P100 m11110n) will be suff1c1ent to reimburse the GOP

75% of tota] cost for the 1mprovement/construct1on of 750 kilometers

of roads and 2400 11near meters of bridges. Depending upon the

d951gn standard 1t 15 now est1mated that the cost per kilometer

of road w111 range from P50,000 ($7500) to P200,000 ($30,000)

and the cost per ]1near meter of bridges 1mprovement/construct1on
, will range from-P3,000 (5450) to P15,000 ($2,250). The mix of
road ‘to br1dges may change as individual provincial plans are
completed. Funds will be allocated to the province as shown in
Attachment #1. The planned allocation of funds was based upon
past performanceldf the provinces in implementing the 1972 flood
rehabt]itation prdject and in consideration of the province's
abi]ity‘to‘initiai1y finante the project. The total project
cost in pesos 1s estlmated at P135 m11]1on with P100 million

equivalent to be: re1mbursed by the loan of P35 million to be pro-

vided by the province.



The total loan funds will be diﬁ?ursed over a three year period,

A
ROADS - KILOMETERS X REIMBUWZABLE COSTS (P000's)

Standard

Low
Medium
High
Totals

Concrete

Lumber

Iv,

Nate:

Year - 1 Year - 2 Year - 3

P x Kn P x Knm : P x KM
50 x 130 = 6,500 55 x 150 = 8,250 60.5 x 170 = 10,285
100'x 40 = 4,000 110 x 50 = 5,500 121.5 x 60 = 7,290

200 x 37 =_7,400 220 x 51 =11,220 242 x 55 = 13,310

17,900 S 24,970 30,885

BRIDGES - METER X REIMBURSABLE COSTS (P000's)

f Ye;q ',11 .~ Year - 2 Year - 3

‘P‘ ‘x LM~ P X LM P X LM
15 x 350 =‘5,250 18 x 400 = 7,200 21.60 x 450 = 9,720
3x300=_900 3.5 x 400 = 1,400 4 x 500 =_2,000
6,150 g 8,600 11,720

Reimbursable construction costs per kilometer of road for
the lowest design standard road is estimated to be approxi-
mately P50,000, P100,000 for the medium designed road and
P200,000 for the highest designed road. Road costs are
increased 10% in the second and third years to allow for
escalation. For planning purposes, it is estimated that
the total project kilometers of roads will be constructed
over the three years as shown on the above table. It is
also planned that the construction of 2400 linear meters

of bridges will be spread over three years as shown on the
above table., Bridge costs were escalated about 20% in the
second and third years because of the use of large quantities
of steel, cement and lumber.

Current Situation -

In general, tho Philippines has a dry season and a wet seasan.

The wet season la.ts for about six months out of the year and

during this season most barrio roads (rural roads) are impassable.

This is true even' for the province of Bulacan, one of the most

-4 -
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developed provinces just northlof Manila. During this wet season

two thirds of the rice crop is‘1arvested Adequate farm to market

M et vt s e e st

it
roads are needed to he]p the sma]] fanners to move h1s produce

R T
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to storage or market fac111ties dur1ng the "se]]ers market" periods;

Cosgeve

help extension workers get in the area to help farmers; permit
|

the visits of government workers, social workers and doctors;

genera]ly to facilitate the two way movement of goods and services

Onrtewa - e
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and, thereby, to 1mprove the quality of rura] llfe.

N,‘,.u.-a.:m-.q’,,‘,.‘ R b Ll Il Caas - T PE T TR LAY
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In addition to this proposed project the IBRD is providing $5

mi]tigg for rural roads to support a major national highway -

-t

program in Luzon, also financed by the IBRD. The Asian Development

‘Bank also has become interested in rural roads and is considering
M f

"a road project in Mindanao and smaller projects in Mindoro and other

parts of the Philippines. The Government of Austra11a financed

| S—— — o

provincial roads in Mindanan., However, these fore1gn financed

h
\

road projects are more truck routes rather than rural roads,

The deve]opment~of the national highway system is essential and
'understandab]y a top priority of the national government. It is

the upgrad1ng of the national system which will support the
deve]opment of a;rural road Tinkage to be assisted by the prooosed
loan. “The followtng major projects are in various stages of
imp]ementation throughout the Phi]ippines: the Japanese/Ph111pp1nes
Fr1endsh1p H1ghway which is to traverse the full length of the
Ph]]lpplnES, the IBRD national h1ghway prOJec+ in Central Luzon

($69 m1]11on), another IBRD project in Mindanao and an ADB project

in Mindanao.
-5
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VI.

PDAP background

In 1968 FDAP‘was created to rep1a%§&"0peration Spread". Operation
Spread was a very successful joint GOP/USAID program initiated

to support agricultural production in two provinces and USAID'
dealt directly with these provinces in identifying and providing
inputs.'fPDAP was!é}eated to work closely with the National Economic
Council (NEC) to 5m§rove the quality of rural 1ife by accelerating
and suppbrtingydeQélopment in agriculture, infrastructure, tax
administration, field management, family planning and nutrition
in‘se1ected provinces. PDAP's wofking }elationship.with NEC was
transferréd‘to theLOffice of the Executive Secretary to the Presi-
dent 1nlbécember;y197_, It is now planned to phase PDAP into
DLGCD wh;re they Qi]] continue systems development and pilot
insta]]a;ion oberations leading to improved local government

management systems on a nationwide basis.

PDAP/USAID is éonfinuing to focus on assisting provincial governments
through the PDAP projects. This is being accomplished by providing
(]) tecﬁnﬁca1léssfstance in comprehensive planning, fiscal resoufces
developﬁent. throuéh vertical and horizontal commﬁnication pracess;
(2) periding comﬁodity assistance for the Provincial Development
Staff (PDS) operations, equipment pool operations; (3) and funding
assistance for tHe:Special Infrastructure Program (SIP) (See

Attachment'#Z).

PDAP Provinces' General Capabilities

The USAID Assistant Director for Provincial Development (AD/PD)

has a'staff of 16 direct hire and two PASA technical personnel
-6 -



VII.

assisting thirty (30) GOP/PDAP tﬁghnica] personnel in attaining

i

the overali objectives of this pﬁpgram. USAID is confident that
i

LB
the qualified PDAP provinces are@peve1oped to the point where

they can implement this project without additional foreign assistance,

The PDAP project provinces are chosen primarily because of their
expressgd willingness to accept and utilize technical assistance () e

to improve their managementmcapabiligiqg. “In general, they are Iflriu,;

o e —
—a——

the more progressive provinces, important agriculturally, and

are not-the most'economica]ly‘underdevé1oped. One of the outputs
from successful implementation of this proposed feeder road loan
project;could be the expansion of th;'who1e PDAP  philosophy

to many:other provinces. This is evidenced by the fact that the
number 6f participating provinces is continually expanding and
expected to eipand=during the next two years. The fourteen provinces
sé]ectea-to initially participate’ in the proposed rural roads program
have demonstrated their abilities to effectively attain PDAP/USAID
major objeétives of fiscal management and infrastructure development.
Eight of the fourteen proviaces participated iﬁ the Flood Rehabilita-
tion Program in which they gained invaluable experience in road and
b}idge design, project planning and administration, contract admin-
istration, quality control and equipment pool support for force
account construction operations, The other six provinces are now
participating in the SIP, thereby gaining the same valuable experience.

1

PDAP Provinces' Engineering Capabilities

The Provincial Engineering Offices (PD0's) were established in

PR
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1668 in order to provide the new“? responSible local government‘
authority tor development and mai tenance of localrinfrastructure

with operational capabilities, TLe PEQ's were initially staffed'

by personnel transferred from the Bureau of Public Highways, the.
national organization then responsible for maintenance of exist‘ng
roads, bridges, communal irrigation systems and provincial bui]dings.
Sperific USAID inputs have included excess property heavy construction
equipment allocations to the PEQ's. Perhaps more important than

the provision of such physical equipment has been the training
programs sponsored'by USAID/PDAP to develop skills in all phases:

of equipment pool management and operations. The foi]owing'elements
were a part of this program: Five Year Capita’ Improvements'
Programs, Equipment Pool Development Programs, Development of
Equipment Pool Operations Manuals, a Quality Control Development Plans
with a Quality Control Operations Manuals, Provincial Road Network
Developmert P]ans,'Provinciai Action Budgets oriented toward develop-
ment and joint PDAP/Province Work Plans, Success of these programs
has led to the creatipn of a similar program, the Special Intra~
's;ructure Program, which involved six other PDAP provinces. These
programs have provided a valuable proving grounds for testing and
improving the capabilities of the PEQ's in provincia]iprpgram
management, The combined staffs of all 14 PEO's include 173

graduate enaineers of which 125 are civil engineers and 21 are
mechanical engineers (Equipment Pool Supervisors). The remaining

27 are qua]ity\con;rol specialists and chemical engineers trained in

the management'and'operation of materials testing and construction

quality cpntroi facilities.



T}n of the 14 PEO s have fully eq! pped operat1onal construction

materials test1ng laboratories aq

*;the remainder have placed orders

for equipment and should be operauional before start of this rural

road program. 'éach PEO staff includes at least two quallfled f’
quality controlflaboratory technicians with a combihed.total ofé‘
44 in the 14 prdvinces. The Quality Control D1v1s1on of each PEO
jncludes an inspection section to moni tor construct1on methods and
practices, a materials quality control 1aboratory_and a survey -
Section for horizontal and vertical controls. The fourteen PEO';
have received a ten week equipment pool training p;ogram involving
training in equipment pool operations and in equipment operatioﬁs
and maintenance.’ This training is afforded by a team of PDAP/USAID

equipment specialist and in accordance with the present schedule

will be completed in the remaining provinces by Mairch, 1975.

A combined total of 42 persons from the PDS-PEQ staffs have received
seminar training on data coliection and assimilation for, and
preparat1on of a provincial Road Network Deve]opment Plan. w1th
this background of training and operational development programs

33,1 us the seminar planned in transport socio-econoﬁiic analysis, .
‘the PDAP provinces will be capable of successfully carrying out

this proposed rural road prograr.

PDAP will directly monitor the Provincial activities under the
proposed rural road program with a staff of 30 professional
personne1 This: staff 1nc1udes 5 Area Spec1a11sts trained in

s 'I U u 0 |‘; 110 I o R A ' ;l\:f‘_& ’

Public Adm1nlstrat1on and 10 eng1neers who wx]] ass1st the



provincial act1v1t1es in »>1d des1gns cost estimating and construction
of projects. Persqgnnel available ty assist provinces ‘n spec1f1c
prob]em areas include equipment specialists to assist in upgrading

the PEQ Equipment Pool operations, personnel and administration
Specialists, fiscal management specialist and training speclalists.

A professional economist has been detailed from DLGCD to PDAP to

work specifically on the sub-project economic Justification methodology.

VIII. Economic Justification

The two traditional economic methodo]ogies app11cab1e to road

REIC TR SIP S

projects wijl be used They are the benefit methodology rop11cab1e
to penetrat1on roads 1nto new areas (net 1ncrementa1 agrlcultural

output) and the other to road 1mprovement that reduce transport

- et ey

costs (S&V]ﬂga 1n user costs) Social benefits wh1ch however, are

v [,

unllkely to be quantifiable, may also contribute to the road

1mprovemtnt Justification, especially for the hea"n and educat1on
e ORI T Sl ~ e -
sectors w111 be reviewed and discussed in the benefit/cost analysis

> e mrarmrrn Py

When app]lcablc.

Preliminary meetings with PDAP personnel have indicated that they
are familiar with these transport eccnom1c methodo]ogies‘and have
begun the preparation of several illustrative examples for actual
road segments. The purpose of this PDAP exercise is to test the
availability of exiStiog information and the requirements for
additich];infonnatjon to meet the economic analytical test. PDAP
believes that with the work already done on lond use, road network
inventories and crop yield measurements plus the vehicle operating

cost information generated by numerous IBRD and BFW studies, a



substantial data base is avai]ab]%} During CAP preparation USAID
will be working closely with PDAP‘&O define the extent of available
information, its quality and the need for additional data. To |
facilitate this effort, USAID is endeavoring to recruit an exper-
ienced transporation economist to work with PDAP to refine the
methodology, review available information, assist in developing
the forms and/or instructions to be used, evaluate PDAP analytical
capability and determine the the technical training that should

be undertaken during project implementation.

IX. Implementation

The Department of.Local Government and Community Deve]ophent :

(DLGCD) is the government organization responsible for overall
implementation of this project. Indivicual provincés will be
reéponsible for contructing the projects and for continued maintenance.
The steps in the project implementation process contemplated at -

present are as follows:

1. The Eart1c1pat129 provinces will submit their Provincial Road Network
Development Plan to DLGCD for review and approval. Upon approval

the province will identify those rura] -roads that it wishes

O

to construct/1mprove under this project. This selection will be

based upon deflned cr1ter1a and a feasibility study. T\- S,./_o g iemer

- e Sl
JR
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2. When DLGCD and USAID agree on the 1ist of sub-projects to be
implemented under this program, the province will allocate the
total estimated cost of the approved projects to be implemented
during the current fiscal year. The total combined amount of all

- 11 -



prdvinces,a]located over a three yéﬁr period will not exceed the

allocation budget attached to this MRF

'l

3. The 1nd1v1dqa1 provinces will proceed to construct the roads., In

X.

most cases the provinces will use force accounts for roads and
contractors for bridges. This has generally been the procedure
used under'the flood. rehabilitation program.

- 'l; . * t LI .
It shall be the responsibility of DLGCD to contract with a local
A & E firm to monitor construction and to certify satisfactory

completion. As roads are certified as completed according to the

~aareed plans and specifications, AID will reimburse the GOP for

an amountnnot to exceed 75% of the previous]y agreed estimated

cost of tﬁe road by‘crediting a Special Letter of Credit (SLC)

in' the U.S: for U.S. procurement. In actual practice, AID will
probably crediﬁ the‘SLC on a quarterly basis; depending upon the speed
of projeci implementation. k | '

Problems and Issues

It now appears that a project can readily be developed based upon'
the positive USAID'experience with the PDAP provinces. There is
considerable capability in PDAP and chances for successful project
imp]ementation‘are excellent. While there are no major issues and
prob]ems'that muSt be resolved before this project can commence

the PDAP and USAID are continuing their efforts along several lines:

1. The sub-project economic justification methodology is
:being refined and training will be provided PEO-PDS's,

2. The design standards currently in use in the Philippines
are adopted from those used by the U.S. Bureau of Public

'Highways. "Adoption of these standards to rural roads
iwqth an average daily trafic (ADT) below 100 might result

- 12 -



in over designed roads. Thﬁ#e standards will be discussed
with the GOP and revised, aﬁfappropriate. !

ll
3. It is the responsibility ofd%LGCD to contract with local
A & E firms to monitor the design and construction of the
sub-projects. The degrees and type of monitoring will be
specified in the CAP and the method of reporting and
assurance of funds to contract for services.

4. Republic Act 917, amended by Presidential Decree-17 and
PD-320 now provides for maintenance funds for all provin-

. c¢ial roads zpproved by the Bureau of Public Highways., The
procedure requires the province and the national government
to share the cost of P3375 per kilometer of road. Assurance
will be obtained that the Bureau of Public Highway will
readily approve roads proposed under this project and that
maintenance funds will be budgeted and provided.

CO:AJT:mm
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TENTATIVE ESTIMATE

I

i

FIXED COSi REIMBURSEMENT FO&

PROVINCE

FY 76

i
(P mi11idh)

' COMPLETED PROJECTS

I L

FY 77 FY 78 TOTAL

La Union P 1.0 P 1.0 P 15 P 3.0
pangasinénfE 20 2.0 2.5 6.0
Zambales 0. 15 1.5 4.0
Bataan 1.0 1.5 1.5 4.0
PampangE'j. 3.5 EQ.O 4.5 12.0
Bulacan 3.5 4.0 4.5 12.0
Batangas - 1.0 1.0 1.5 4.0
Camarines Sur. 1.0 2.0 2.0 5.0
Albay * ok 1.0 1.0
Sorsogon * 1.0 1.0 2.0
Mindoro Or. 1.0 1.0 1.0 3.0
Aklan * o 1.0 1.0
Capiz * 1.0 1.0 2.0
Antique * 1.0 1.0 2.0
Iloilo 1.0 1.0 2.0 4,0
Samar * * 1.0 1.0
Misamis Or. 2.0 2.5 2.5 7.0
Agusan Norte * * 1.0 1.0
Lanao Sur * 1.0 1.0 2.0
So. Cotabato 2.5 3.0 3.5 9.0
Davao (Norte) 2.5 3.0 3.5 9.0
Palawan 1.0 1.5 1.5 4.0
TOTAL lP 24.0 P 33.5 P 42,5 P 100.0
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DEFINITIONS
I

Provincial Developmen%bAssistance Project

|

o i
DLGCD - Department of Local GULernment and Community Development

o
[ =4
>
0
t

NEDA , - National Economic Development Authority
PEO - Provincial Engineering Office °
ADPD _A..- Assistance Director Provincial Development’

GOP ..~ Government of the Philippines

PD3 ~ Provincial Development Staff

Capital Improvement Program - a comprehensive five year listing of

major public improvement projects in a proposed priority,

time and funding frame.

~Provincié1 Road Network Development Plan - a comprehensive inventory

of existing roads of all\c]asses and projections of
| road requirements for the future, construction schedules,
t
| funding, and supporting geological, geographical and

socio-economic data.
Agriculture Section Inventory and Profile - a description of the

magnitude, pature, and supporting resources of the

agricultural sector,

Specia]llnfrastructure Project - a project under an agreed reimburse-
ment to participating provinces for approved infrastruc-
ture projects completed according to agreed plans and

specifications.
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Philippines Rura l ds Issues

1. The objectives of the proposed project loan need to be gset forth
in detail. As stated in the IRR, they are to build feeder roads, not
provincial institutional development or increased agricultural producticn.
There is no basis by which_this project might be evaluated, other than
§6° many kilometgxﬁ_oﬁmroad and_ linear meters of bridge built, T

; ’
The project 1s presented as a general rural development activity, but
lacks sufficient information and data about its real impact on the agri-
“cultural " sector, which should be one of 1its primary ‘objectives. The IRR
is’ phrased too much in terms of BDAP/Public Administration concerns and
not enough “in terms ‘of ‘what and how this project will actually help
incréase agricultural production and lmprove small farmer income.

et ook e v g Y AR S & R ST ey
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2. There should be an interlinkage with irrigation systems and development.
The CAP needs to include evidence that agricultural agencies at the national
level and their reprecentation in the field are synchronized to these
agriculture development plans prepared in the provinces (i.e. National
Agricultural Program, not simply provincial agricultural aspirations should
be a factor in selection of road sites). There is also a need to assess
stated priorities as to what constitutes a major agricultural province.

3. The tentative selection criteria in the IRR do not mention any aspect
of the land reform problem. Should not land tenure arrangements be included
as a significant selection criterion? )

The basis for the tentative allocation of funds in the IRR (Attachment No. 2)
is presumed technical~-administrative capability-not need. Secondly the PDAP
provinces are probably "the 'more economically develcuped ones in the Philippines.
Unless the selection criteria are more precisely stated, there is no basis

t6 show how this loan matches with the AID Congressional mandate for increased
social equity. """" -

4. Who 1is currently bullding feeder roads? IRR describes Provincial Govern-
ment role currently as maintenance. Are they building roads or 1s national
government? Will this program be in addition to existing program or will

it replace it? It can be questioned if this loan 1s a substitute for the
GOP's own provincial road budget. The size of any current program should be
detailed, and how this project can directly benefit the extension of feeder
roads development or improve an existing program carefully explained.

5. Why use a catch all term of "rural roads" if we are really talking about
barrio roads i.e. non-national, provincial, or municipal roads - and if so
should any segments of such "high class roads" be excluded?

The IRR gives a range of costs per kilometer of road and per linear meter
of bridges which suggests different types of roads. Types of roads and
where they might be located (provincially and topographically) should be
specified so a reasonable judgement as to estimated cost can be made.

6. In the early 60's the Philippines had a reasonably successful self
help road program wherein rural people provided labor. The lacking element
was consistent access to heavy equipment for segments of the work and technical
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agsistance from Public Works. Since these problems are now "solved"
(sic) why not involve people who will udé these roads?

7. The IRR states that the DLGCD will have the responsibility to contract
with local A & E firms to monitor road construction and certify satisfactory
completion. While therj are compe*ent A & E firms in the Philippines, there
is a need to sp2cify A & E capabilities as 1t relates to their ability to
take on the workload. The relationship of the DLGCD to the A & E firms
should also be detailed, i.e., how will DLGCD monitor the monitors?

8. What are the goals, purposes, inputs and outputs? If their are any

substantial "development. administration' purposes or innovations they might

as well be highlighted. Also, estimates of transport cost reduction,

agricultural changes, social changesg, etc. should be included.
(—’.\‘\/






