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Philippines - Third Consulting Services Loan
 

I. Summary and Recommendations
 

A. Project Paper Facesheet
 

B. Recommendations
 

1. Loan and terms
 

A loan is requested to finance the foreign exchange costs of
 

the Third Consulting Services loan as described below.
 

Amount: $2.0 million
 

(10) year grace period
Maturity: 	 Forty (40) years including a ten 


Interest: 	 Two percent per annum during the grace period and three
 

percent per annum thereafter.
 

Currency: 	 Interest and principal repayable in U.S. dollars.
 

II. Borrower and Executing Agency
 

The borrower is the Republic of the Philippines. The executing
 

agency for the overall loan is the National Economic and Development
 

Authority (NEDA) of the GOP. Implementation of individual studies and/or
 

consulting services contracts will be undertaken in conjunction with the
 

individual benefiting agencies, government corporations, autonomous
 

planning bodies (Bicol River Basin Council) etc.
 

III. GOP Contribution
 

The GOP will finance all local currency costs of studies and
 

A firm budget for
consulting 	services contracts financed under the loan. 


these requirements has not yet been determined; but the peso costs are
 

estimated at 14.0 million ($2.0 U.S. equivalent).
 

C. Description of the Project
 

The proceeds of the loan will be used to finance the foreign
 

exchange costs of prefeasibility and feasibility studies, sectoral studies
 

market studies and consulting services, including engineering services
 

directly related to the preparation and implementation of development projects
 

in the Philippines. The consulting assistance financed under the loan will
 

assist the 	GOP to achieve more effective management of its limited economic
 

resources. Activities financed under the loan will be developed in
 

conjunction with the GOP's 4 year Economic Development Plan (1974-1977).
 

The primary emphasis of services financed under this loan will be directed
 

to projects focused on agricultural and rural development where prospects
 

exist for directly or indirectly benefiting the rural poor. At least 50%
 

of the loan will be utilized for activities in the area of Food and
 

Nutrition consistent with the provision of section .103 of the FAA.
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Overall responsibility for the execution of the project will rest
 
with the National Economic and Development Authority (NEDA). NEDA (or
 
its predecessor agency the National Economic Council, NEC) has been the
 
executing agency for two prior feasibility loans (Loan 492-H-023 authorized
 
June 21, 1967 and Loan 492-H-030 authorized May 18, 1973). NEDA is
 
considered to be an effective and experienced organization for the purposes
 
of implementing this loan and is fully familiar with AID's procedures
 
related to consulting assistance.
 

Implementation responsibility for individual feasibility studies
 
will, of course, rest with the individual government agenc.ies, corporations,
 
planning bodies etc. Competence in developing and implementing studies
 
within individual agencies varies depending on their prior experience in
 
utilizing foreign consultants. Developing improved institutional
 
competence in utilizing foreign consulting services is one of the projected
 
benefits of the proposed loan. Selection and implementation of the
 
consulting services contracts will also be keyed to efforts by the GOP and
 
USAID to insure that reasonable prospects exist for follow-on financing
 
of capital projects developed by eligible feasibility studies and follow-on
 
specific feasibility studies developed by planning studies financed under
 
the loan. Experience with follow-on financing of activities funded under
 
the prior two AID feasibility loans has been excellent. (See Annex A
 

The end of project status would, therefore, include the following
 
conditions:
 

1. Completion of an indeterminate number of planning studies,
 
feasibility studies, engineering design activities and individual
 
specific consulting assistance efforts.
 

2. Existance of firm GOP plans and budgets for implementation
 
of plans or projects developed by loan financed studies and
 

3. AID, GOP, and/or other donor commitments for the financing of
 
studies and projects developed under this loan.
 

D. Summary Findings
 

The project committee concludes that the loan proposed by this
 
Project Paper is justified and warrants approval. The proposed activity
 
is consistent with AID's overall strategy in the Philippines and with
 
AID's overall objectives. Adequate institutional capability exists to
 
insure effective and timely implementation of the proposed loan. The
 
illustrative list of projects currently under consideration for financing is
 
based on sufficient existing or ongoing analysis to insure that a major
 
portion will warrant implementation. The illustrative list also indicates
 
a primary focus of the proposed studies and area of emphasis is generally
 
consistent both with the GOP's overall planning goals within its four year
 
plan and AID's existing congressional mandate.
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Other sources of financing for the proposed studies do not
 
appear available at 
this time and all statutory requirements have been
 
met (See Annex F).
 

Authorization of the loan is correspondingly recommended on
 
terms and conditions set forth in the Draft Loan Authorization (See Annex G).
 

E. Prj1ect Issues
 

Issues relating to both the adequacy of the potential project
list and the impact :. intended beneficiaries were highlighted at the
Asia Bureau review and approval of the project paper. 
Resulting revisions
to the 
text of the paper are now considered adequate to address these concerns.
 

No additional issues are presented by the loan proposal.
 

USAID PROJECT COMMITTEE
 

Loan Officer and Chairman 
 Thomas E. Johnson, USAID/CD
 

Engineering 

Richard M. Dangler, USAID/CD
 

Program 

Willy D. Baum, USAID/PO
 

AID/W PROJECT COMMITTEE
 

Chairman 

Alexander R. Love, ASIA/CCD
 

Loan Officer 
 Elmer Lee, ASIA/CCD
 

Engineer 

John Neave, SHR/ENGR
 

Lawyer 

Peter Bloom, GC/ASIA
 

Desk Vance Elliott, ASIA/EAA/P
 



Part II - Project Background and Detailed Description
 

Background
 

The basic justification for the proposed loan derives from the
 
improved development performance of the Philippines in recent years,
 
Annex I highlights recent economic performance and the GOP's target
 
plans for a continued growth rate of GNP of 7% • Improved economic
 
performance by the GOP since the formation of the consultative group in
 
1970 has been encouraging. The increased availabilities of external
 
capital has marked both the GOP's improved ability to utilize increased
 
aid levels and the donors increased recognition of this fact.
 

As the GOP pushes for higher sustained growth rates, the need for
 
accelerated project development and planning studies has continued to
 
be acute. Professional services of a qualified and experienced nature
 
do not yet exist in the Philirpines to fully meet planning and study
 
needs. The proposed loan, by definition, focuses on meeting a portion
 
of the requirement.
 

In addition to the increased need for general project development
 
assistance to support overall growth, the GOP and AID agree on the need
 
to focus an increasing portion of the GOP's development efforts on
 
programs oriented to the needs of the rural poor. As further discussed
 
in Part III of this Project Paper, th', Philippines continues to be a
 
classical LDC "dual" economy with the high growth - high return "modern"
 
sector receiving a disproportionate amount of financing and attention
 
in the past.
 

AID's bilateral program in the Philippines has, since the middle
 
1960's, been attempting to expand the GOP's efforts to focus increasingly
 
on programs oriented to a gradual transformation of the "traditional"
 
sector with its eventual integration into the modern economy.
 

AID has partially relied on the use of two feasibility study loans,
 
$2.0 million in 1967 and $2.0 million in 1973, as a tool to shape the
 
GOP's programs and concurrently develop specific activities that would
 
result in development programs suitable for AID participation. The
 
rapidly maturing Rural Electrification and Provincial Water Programs
 
owe their successes, to a great extent, to the effective use of prior
 
feasibility study loans by USAID and the GOP.
 

It is the success of the earlier loans, plus the continuing overall
 
demand for project and planning assistance that resulted in the GOP
 
request and AID concurrence as to the priority of a third loan in this
 
area.
 

In the context of AID's own priorities, this third loan provides
 
an opportunity to further focus the development efforts of the GOP
 
planning and implementing bodies toward areas more consistent with AID's
 
new mandates than many competing projects developed by the GOP in con
junction with other donors.
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These loans are also by their nature a good example of colaborative
 

development between AID and the GOP.
 

It is in context of this background that the third loan is strongly
 

recommended.
 

History of Prior Loans
 

In September 1967, A.I.D. and the GOP sined their first Feasibility
 

Studies Loan (No. 492-H-023) for $2 million.
1' Annex A to this paper
 

the studies financed under that loan and a statement
contains a list of 

of the status and/or disposition of those studies. Generally speaking
 

the utilization rate of the first loan was decidedly slower than desirable.
 

Delays were experienced at every stage from selection of studies to ne

gotiating contracts. Nonetheless, the benefits derived and likely-to-be
 

derived from the studies financed should make an important contribution to
 

development activities in the Philippines. Of the eight studies under

taken, two studies completed in the electric power sector (for a combined
 

cost of $398,038) have resulted in foreign loans amounting to $103.4 million
 

to finance projects in that sector. As a result of the pre-feasibility and
 

feasibility study of provincial water systems (combined cost of $424,000),
 

A.I.D. made a loan of $15 million to assist in financing both the development
 

of a needed institutional capacity and the rehabilitation and expansion of 'r
 

to five systems. The three studies conducted in the area of water resource
 

development give good promise of resulting in projects amounting to
 

$445 million.
 

A.I.D. made a Second Feasibility Studies Loan to the Philippines for
 

$2 million (No. 492-H-030) in June 1973. The status of studies financed
 

to date unc.er that loan are also given in Annex A. Performance under Loan
 

492-H-030 has been entirely satisfactory and available funds will be
 

totally committed by the December 31, 1975 TDDA. Indications are, even
 

at this early date, benefits to be derived from the Second Feasibility
 

Studies Loan will be substantial in the areas effected.
 

A large portion of the second loan has been allocated to various
 

studies related to further expansion of the rapidly growing provincial
 

water program. There already are firm indications that IBRD and the ADB
 

will entertain major capital assistance requests for municipal water systems
 

developed by these studies. This early entry of IBRD and ADB into this
 

sector will provide capital for the larger secondary cities in the Philippines.
 

This in turn will allow AID to shift its focus to the needs of the smaller
 

municipalities thereby broadening the coverage of the program.
 

The major water resources study of Bicol ($596,000) has already
 

generated potential studies within Bicol in excess of the proposed third
 

If the results of these follow-on studies are favorable, the prospect
loan. 

for project financing should be excellent.
 

1/ Subsequently reduces to $1,628,253.10
 



Description of the Activity
 

Use of Loan Proceeds
 

Proceeds of the proposed loan will be available to finance the
 

foreign exchange cost of such activities as pre-feasibility and
 

feasibility studies, market studies, planning and design studies,
 

engineering consulting services and other professional services and
 

related commodities and equipment as may be required for the prepar

ation and implementation of economic development projects andprograms
 

as requested by NEDA and approved by A.I.D.
 

In accordance with present AID policy, studies eligible for AID
 

financing will be limited, unless otherwise agreed on a case-by-case
 

basis, to the three primary sectors of A.I.D. emphasis, i.e., Sections
 

103, 104 and 105 of the Foreign Assistance Act, with at least half
 

of the total loan being linked to food and nutrition. This A.I.D.
 

approval criteria is more fully described in Part III of this paper.
 

That the GOP is clearly supportive of A.I.D.'s general policy is seen
 

in its formal letter of application (Annex C) which states in part,
 

"In addition we are also intending to submit for USAID assistance
 

feasibility studies of a number of projects that are generally supportive
 

of rural development. We will however, put particular emphasis on
 

feasibility studies of projects that are directly related to food
 

production as well as distribution both of which have been accorded
 

topmost priority in the allocation of public investments." The
 

potential study list is in accord with this statement.
 

At present, it is contemplated that the loan proceeds will be
 

allocated totally to entities of the GOP, and used primarily for
 

activities in the public sector. However, use of loan funds by the
 

private sector is not precluded, and would be considered on a case-by

case basis at the request of the NEDA. The terms and conditions of
 

making these loan funds available to the private sector would also be
 

subject to A.I.D.'s approval.
 

Services, and related commodities and equipment, having their
 

source and oiigin in countries included in A.I.D.'s Geograp'ic Code 941
 

will be eligible for financirg under this loan.
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Part III - Project Analyses
 

A. Prospective Studies and Other Activities to be Financed
 

The Second Feasibility Studies Loan was used to finance the 

foreign exchange component of the services of a three man team (an 

economist, an engineer and an urban regional planner ) to develop 

"Scopes of Work" for twenty priority projects identified 

by the GOP. These Scopes have been drafted and are under review by 

the GOP. The GOP has indicated that it will ask that several of these 

studies be financed using the proposed A.I.D. Consulting Services Loan
 

Funds sometime in the very near future. In addition Feasibility Study
 

Loan II provided for a $596,000 contract with TAMS/TRANS ASIA for the
 

identification and reconnaissance investigation of flood control and
 

irrigation projects in the Bicol River Basin. Drawing on existing
 

data, TAMS has already identified potential project studies with a cost
 

of $2,050,000. Given the increasing GOP support to the Bicol River
 

Basin program, it is expected that a high priority will be given to
 

the proposed studies and subsequent financing of the related projects.
 

A listing of prospective "Scoped" projects and Bicol studies which
 

may fall within the selection critceria limits for A.I.D. approval follows:
 

2,050,000
i. Feasibility studies for various components of the Bicol 


Regional Development Plan as developed by the Bicol
 

River Basin Development Council working in conjunction
 

with Tippets, Abbot, McCarthy and Stratton (TAMS). TAMS
 

is undertaking the overall River Basin water management
 

studies in the Bicol area under a contract financed under
 

Feasibility Studies II.
 

(a) Drainage of Quinale River Basin. Improved drainage in 15,000 ha
 

of rice land south of Lake Bato, 8 month study, cost $100,000.
 

(b) Bicol Basin Groundwater Development. Exploratory groundwater
 

development program to provide supplemental irrigation sources
 

basinwide. Duration one year, cost $200,000.
 

(c) Watershed management study. Detailed study of Bicol Basin to
 

determine causes and potential corrective actions to prevent
 

continued excessive river sedimentation. Duration six months,
 

cost $75,000.
 

(d) Naga-Calabanga Pump Irrigation Project. Detailed feasibility
 

study of 13,000 ha irrigation, drainage and flood control project
 

in Delta area of Bicol River. Duration one year, cost $350,000.
 

(e) Pulantuna Dam & Reservoir. Second stage feasibility study 

including exploratory drilling for Pulantuna Dam multipurpose
 

project. Duration 18 months, cost $400,000.
 

(f) Lake Bato Regulator - Feasibility studies on existing 25nq
 

km lake as storage for supplemental irrigation project for 
Duration 8 months , cost $100,000.20,000 ha rice land. 
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(g) Salinity Barrier - Further stadies on Salinity Barrier at mouth
 
of Bicol river as follow'on to preliminary study completed under
 
grant financing'by Army Corps/Engineers Consultant. Duration
 
10 months, cost $250,000.
 

(h) San Fernando - San Vicente Project - Flood control, drainage
 
and irrigation allow double cropping 13,000 ha rice land. 
Duration
 
8 months, cost $350,000.
 

(i) Bulti Lake Reservoir - Feasibility study on ise existing
 
18 ha lake for dry season storage and irrig;ation 800 ha
 
rice land. Cost $150,000.
 

(j) Flood Diversion Channels - Revised feasibility studies on
 
flood diversion channels at mouth of Bicol River. 
Existing
 
channels were constructed without adequate studies and are
 
believed to have detrimental impact on the complex ecology
 
of the Delta area. Final scopes are being prepared by TAMS.
 
Duration six months, cost $75,000.
 

Summary cost Bicel - $2,050,000
 

2. 	 An Tntegrated Development and Water Management Plan for the Ca-nadaha 
Swamn \rea. Purpose of the study is to formulate an integrated 
develonmentland use 
plan for Canodaba with special emphasis on 
agriculture, transportation, fisti ng, agri-industrial development
anci corminitv settlements. The plan i:!ll also include water manage
net (flood control, irrigation, water supply, distribution, waste

water control and solid waste disposal) and water utilization. 
Duration 12-15 .nontls, 5350,000. 

3. 	 An Tntegrated Development and Transportation Plan, Pampnnga Delta 
Projoct Area. Studv will provide an inteprated area development
 
plan, tran:,portation (roads 
 and highways) and port (includifc
fishinm; i-,ort development) sectors. Duration 12-15 months, $350,000. 

4. 	 A studv to 	Determine Optimum Levels of Investment for Pehablitaton 
of rational Irrigation Systems. "tudy will appraise the 115 national 
irri !atinn system networl- distributed throughout ten operational 
regions. It will also include construction cost estimates for 
rehabilitation and operational cost requirements for several of the 
best systems. Duration 8 months, $130,000. 

5. 	 .ater Resource bevelopment -Pulu Piver Project. This study will 
appraise thewater tr.nsport system in the area and develop a water 
management plan designed to provide for utilization of Buu River 
flows for year round irrigation to approximately 8,600 hectares of 
land adjacent to the Penaranda River Irrigation System. Duration 
12-1.5 months, $350,000. 
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6. 	An Tntegratad Deelopmert and 
V¢ater Management Plan for the
Bataan Province. 
 Ftudy will include land use and water resources
 
development. Duration 12-15 months. 
 $350,n0.
 

7. 	An Integrated Development Plan (with emphasis on)small farmers for:
 

(a) Leyte-amar Region. Study vi11 
review the plans and programs
of each of 5 provinces in the region and the regional capital of
Tacloban. 
Plan will aim to develop the region's cooperative farming,
reforestation, water resource management, agri-business, rural
electrification, human resource capabilties. 
Duration 1 year,

$22n,000.
 

(b) Bohol-Cebn-Negr6s Oriental Region. 
Study will also review
 
plans and programs of these three principal islands. 
 Plan
for these areas will include the development of a transportation system (including waterborne linkages), water resources,

rural electrification, agri-business capabilities. Duration
 
1 year,' $220,000.
 

(c) (i) Provinces of Surigao Del Norte, Surigao Del Sur, 
(ii)
North Cotabato, South Cotabato and 
(III) Bukidnon. These
studies will review the plans and programs of each Drovince,
assess 
significant factors affecting the development for each
province, and formulate provincial plans to increase agricultural
productivity, develop cooperative farming, agri-business, smallscale industry, rural electrification, water resource management
and employment capabilties. Duration 6-9 months, $170,000
each. Subprojeet total Section 7, $1,080,000.
 

8. 	An Integrated Pievelopment Plan and Farm-to-Market Road Feasibility

Study for:
 

(a) Island Province of Palawan and
 

(b) Panay-Negros Occidental. Region. 
The 	studies will formulate

plans for a well-developed network of roads and highways
which ore basic needs for the development of these agricultural
areas. Duration 6-9 months, 
170,000 each. Subproject total
 
Section 3, $340,000.
 

The 	overall total of potential studies is 5.0 million. 
While
this substcntially exceeds the proposed amount of the loan, it should
be kept in mind that the proposed studies do not have final GOP or
 
AID approval.
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B. Cost Estimates/Financial Plan
 

The total foreign exchange cost of the proposed activity
is $2.0 million. 
The local currency cost is presently undetermined
but is likely to approximate 0 14 million ($2.0). 
 Preliminary
FX costs of potential studies are listed on the preceeding pages of
this project paper. 
Detailed cost estimates on 
all the potential
studies except Bicol have been made by NEDA and its consultants financed

under Feasibility Study Loan II.
 

Studies proposed for the Bicol have FX costs estimated at
$2,050,000 based on preliminary work undertaken to 
date by TAMS
under the Water Resources survey financed under Feasibility Study II.
Detailed scopes are not yet available for these activities and costs
 
are therefore approximate.
 

The local cost 
financing for the individual studies will be
provided either by NEDA or 
the individual agency benefitted. Operating
budgets of the benefitting agencys normally allow for the funding of
studies of this type without specific budgeting action by the COP. 
 No
difficulties have been encountered in prior loans that would highlight
the need for specific individual conditions or covenants for local
 
cost financing.
 

Given the above factors, the project loan is considered to
be based on satisfactory financial plans and costing.
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C. Environmental Considerations
 

In conformance with current A.I.D. policy as 
stated in
 
Manual Circular No. 1221.2, 
it will be required, where appropriate,

that all scopes of work and contracts negotiated for financing

under this loan contain a provision calling for a thorough assessment
 
of the environmental and ecological impact of the project or other
 
activity to be- studied and recommendations as to whatever action
 
the consultant deems appropriate under the circumstances.
 

If environmental and/or ecological aspects are considered
 
marginal to the proposed activity, such assessment and recommendations
 
will not be required. In such cases, a statement will be prepared

and made a part of A.I.D.'s records of the loan, which justifies the
 
position taken.
 

D. Income Distribution, Employment Considerations and the Role of Pomen
 

In conformance with current A.I.D. policy (P.D. No. 48), 
it
will be required, where appropriate, that studies proposed for financing

hereunder will include an assessment of the employment generation and
 
income distribution aspects involved. 
Where indicated, and to the
 
extent necessary, such assessment may include, for example, a cost/

benefit comparison for carrying out 
the project by labor-intensive
 
methods vs. capital-intensive methods. 
Similarly, where appropriate,

the studies proposed for financing will include an assessment of the
 
project's potential for involving women in the development process
 
(P.D. No. 54).
 

E. Social Analyses/Benefits Considerations
 

Since most of the consulting services financed under the loan
 
will result in planning studies, feasibility studies, and/or project

design activities, the project will not (in achievement of its purpose

objective) directly impact on the rural poor. 
 The impact of specific

studies undertaken under this loan on the sector goal e.g. "Futher
 
the welfare of the people in the rural areas 
through more equitable

distribution Of income*, will be dependent on two key factors:
 

(a) Project selection and design keyed to 
a focus on activities
 
that will contribute to the goal objective and
 

(b) Subsequent financing of projects developed by tha studies
 
financed under this loan.
 

The discussion within this section is 
focused on the first
 
of these factors e.g. project selection and design.
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F. Setting
 

The Philippine economy, as 

as other LDC's, has been characterized
a "dual" economy with 
a rapidly growing modern sector concentrated
basically in the greater Manila area and to a lesser extent in secondary
urban areas 
such as Cebu. 
With the expeption of extractive industries
and Lertain agricultural activities such as sugar, growth within the
economy has centered in these areas. 
 Investments to date have been
heavily concentrated in these areas benefitting only a relatively small
part of the Philippine population. 
 Most Filipinos who are the long-term
target beneficiaries of the proposed loan are amorg the nation's poor
and reside in 
the rural areas and small municipalities.
 

It is within these areas 

Philippines that the poverty problem within the
is the greatest. 
 12 of the 15 million Filipinos who fall
within the lower 40% 
income bracket reside in
geographical distribution of this population is 

the rural areas. The
 
on set out in the table
the following page extracted from the IBRD economic report and based
on 
the 1971 household statistics.
 

Given the heavily rural concentration of 
the population, the
largest additions to the labor force will develop in the rural areas
where the largest percentage of the poor already exist.
faces The Philippines
a difficult task in creating sufficient new job opportunities
for the rapidly increasing rural population. The GOP will either have
to create job opportunities within the rural areas or witness continued
migration 
to the urban centers as has occurred increasingly in the past.
The rural urban migration pattern has already resulted in creation of
the largest pool of unemployed in 
the urban areas. As indicated in the
4 year plan - 356,000 or 
56% 
of the unemployed in 1971 were urban
unemployed. 
Failure to 
create greater rural job opportunities therefore
will likely exacerbate this problem.
 

Unfortunately, agriculture, the largest rural and national
employer (1970-6.4 million) does not of itself offer a full solution
to this problem. 
The agricultural sector historically has been marked
by a progressive expansion of subsistence farming into underdeveloped
land areas 
thus both absorping population additions into agricultural
employment and providing increased 
food production. 
Sometime in the
1960's the limits of land extension were reached in the future the
increased population will increasingly be surplus to 
the labor require
ments of the farm sector.
 

IBRD estimates in their 1973 economic report indicate a new
labor force addition of 3.9 milliun people to the labor force through
the period cf 1970-1980. 
Only 1.0 million of these will be absorbed
into agriculture. 
2.4 million will be absorbed by mining, manufacturing and
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servicea and an estimated 300,000 will be added to the unemployed.
 

Population and Employment
 
1960, 1970 and 1980 a/
 

Number (millions) Average Annual Growth
 
1960 1970 1980 1960-70 1970-80
 

Population 27.6 37.2 50.0 3.0 3.0
 

Labor Force 9.9 12.9 16.8 2.7 2.7
 

Employment 9.3 11.9 15.5 2.5 2.5
 

Agriculture 5.7 6.4 7.1 1.2 1.0
 

Mining & Manufacturing 1.2 1.5 1.9 2.3 3.0
 

Services 2.4 4.0 5.5 5.1 4.3
 

Unemployed 0.6 1.0 1.3 5.0 2.7
 

Creating employment opportunities in the rural areas, both
 
agricultural and non-agricultural, is therefore a key objective of the
 
Philippine government. While creating new non-farm employment will
 
help the income distribution problem, agricultural improvement projects
 
which may result from studies undertaken under the loan are still a
 
high priority and will also contribute to increased incomes in the farm
 
sector itself - both with respect to farm incomes and agro industries.
 

While agricultural does not provide a sufficient scope for
 
new employment generation - it does provide the main opportunity for
 
increasing rural incomes. This is illustrative by the fact that while
 
agriculture will absorb directly only 25% of the new labor force, it
 
constituted in 1970 54% of the labor force and the major portion of
 
the population in the lower income brackets.
 

In order to achieve the income redistribution to aid employ
ment generation within the rural areas as set forth in GOP plans, it
 
will also be necessary for the GUP to marshall an expanded program of
 
assistance to promote regional dispersal of industry and support to
 
small scale industries.
 

USAID and a variety of other donors has been working with
 
the GOP on this problem and the December 74 consultative group reviewed
 
a comprehensive overall analysis by the IBRD and the GOP on Industrial
 
Development Problems and Prospects, including coverage of regional
 
dispersal and support of small scale industries.
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As noted in this report there are 332,000 workers in

industrial establishments with 20 or more workers. 
 156,000 of these
workers are employed in the greater Manila area and another 100,000

in other parts of Luzon. Only 76,000 are located in the Vivayas
 
and Mindanao.
 

Significantly nearly one million workers or 
71% of the
manufacturing labor force is engaged in establishments of under

5 persons. Statistics on this group are not totally reliable, but

the IBRD estimates that there is reasonable regional distribution
 
of the small industry grouping.
 

These factors clearly indicate the substantial potential

for employment generation through promotion of small scale industries

in general and the desirability of geographical dispersion of larger

establishments which will create opportunities for small scale
 
manufactute geared to subcontracting and service of the larger
 
industries.
 

The proposed studies listed on the "potential" list for this
loan concentrate heavily on 
(1) Agriculture related developments and

(2) initial area development planning studies.
 

The first area of emphasis hold promise of raising the
incomes of the 54% 
of the labor force still employed in agriculture.

The second emphasis on area development schemes is a first step

in developing lczalized planning efforts that will help transfer

the national governments small scale industry and industrial dispersal

plans into meaningful action programs at the local level.
 

Within this admittedly broad focus, the general parameters
of the proposed loan and related studies appear sound in the context
 
of AID's current mandate.
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G. Target Beneficiaries/Project Selection
 

Given the above setting, the agreement between USAID and the
 
GOP is to utilize the proposed loan for activities that are expected to
 
contribute, through resulting projects, in partial alleviation of some
 
of the above problems of the rural poor. The urban poor, a large and
 
important segment of the poor and unemployed, are only a partial target
 
of the loan. Those urban poor concentrated in Manila and Cebu (the
 
largest portion) are unlikely to be directly affected. Those urban poor
 
located in the secondary cities will be partially addressed in the ccntext
 
of planning and project studies focused on area development program
 
which make up a large portion of the potential project list.
 

The list of potential studies contained in Annex H of this
 
project paper are heavily oriented toward the areas where the largest
 
portion of the rural poor in the Philippines reside. For example,
 
$2.05 million of the potential list covers the Bicol area. 51.3% of
 
the population in the Bicol area are in the lower 40% of families by
 
income nationwide. Bicol accounts for 10.3% of Lhe nationwide total
 
in the lower 40% and the median family income in Bicol at V1814 ($240)
 
is one of the lowest in the country. Most of the low income polulation
 
in Bicol are engaged in rice farming.
 

A basin social survey of the rural poor in Bicol showed they
 
ranked irrigation and flood control (the subject of most of the proposed
 
Bicol studies) as their first priority. Irrigation and flood control
 
ranked above land reform, off farm employment and education; which were
 
the next three priorities on the rural poor's "want" list. In sum,
 
therefore, the Bicol studies focus on one of the highest priority areas
 
of concentraticn of the lower income Bicolanos and on their own indicated
 
priority needs.
 

The overall planning studies of Bicol undertaken to date by the
 

AID assisted Bicol Ri.er Basin Council confirm the high priority of
 
developing the water resources potential of the basin. Improved
 
agricultural production is the greatest development potential and the
 
largest single factor which will increase incomes of the poor within
 
the area.
 

Imputs from other AID assisted activities will expand the areas
 

of investment within the Bicol beyond water resources. Ongoing and
 

prospective projects include:
 

1. Specific Rural Electric Coops funded under AID RE I, II and III loans.
 

2. A basinwide 69 kv electric power transmission network and central
 
station geothermil generation - initiated by AID's TIWI Geothermal and
 
Transmission Loan.
 

3. Improved Provincial Water Systems which are under study by the CDM
 
contract financed under Feasibility Study II and will be included in Provincial
 
Water II or III financed from FY-76 and 88 AID loans.
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4. Road systems - covering secondary and feeder road are funded by
 

the rural road loan (FY-75) and the FY-76 $10.0 million Bicol Roads Loan.
 

5. Individual Small Scale Irrigation projects (BISA's) are included
 
in both Small Scale Irrigation I (FY-75) and Small Scale Irrigation II
 
(FY-77).
 

6. A concentrated irrigation, flood control the Libmanan/Cabusao was
 
financed in FY-75 (3 3.5 million). 

7. The ongoing Bicol integrated area development grant project ($986,000)
 
provides general support to the River Basin Council in overall basin
 
planning and a wide range of individual studies. Annex A provides
 
a detailed rackup of the numerous studies underway or completed.
 

The above discussion of the Bicol area emphasis that the
 
proposed studies under this loan are keyed to a rapidly developing
 
broadly based are sophisticated plan for the Bicol area which has been
 
keyed since its inception to the rural poor in Bicol.
 

A large portion of the non-Bicol studies proposed are first
 
stage efforts to develop (for NEDA) preliminary integrated development
 
plans for other key areas in the Philippines. Surveys of the perceived
 
needs of the population in these areas has not yet been done; but the
 
concentration on water, farm income, health and education is consistent
 
with the perceived need of similar rural population within the Bicol.
 
We are hopeful that the first stage studies in these areas will subsequently
 
lead to more extensive development plans within these regions.
 

The geographical concentration of these additional studies also
 
impacts on a number of the low income areas, notable Cagayan Valley, NE
 
Mlndanao, and the poorer sectionsof Central Luzon.
 

The one major area neglected to date is the Eastern Visayas where
 
agricultural potential is limited. It is hoped that the GOP can be induced
 
to begin general studies of this area as a first step in addressing the
 
needs of this long neglected segment of the population. If this can be done
 
the proposed feasibility study loan would provide a mechanism for financing
 
such studies.
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'AFT IV. Implementation Arrangements 

A. 	Analysis of the Executing Agency and AiD Administrative 
Arrangements 

(1) Borrower and Executing Agency 

The Borrower of the proposed loan will be the Government of 
thc Philippines (COP) and the National Economic and Development Authority 
(NED.\) will have overall responsibility within the GOP for implementation 
of this activity. The Agency or Department of the GOP having responsi
bi lity in the particular areas of concern to be studied will act as the 
cooperating agency, with NEDA, on the individual study or studies which 
arlO approved for financing. 

As 	the legal authority established for the purpose of
 
developing and managing the overall 4 year Development Plan of the 
P hiJippine Government, NEDA will have final review and approval authority 
Oil behalf of the GOP for individual studies financed under this loan. 

Under prior feasibility studies loans NEDA (or NEC) has
 
dtevi,loped working arrangements with the implementing agencies for
 

preparation and submission of individual study requests. NEDA has
 
developed competent in-house talent to review specific proposals 
imluding scopes of work. In some cases NEDA may participate in actual 
L'11itrIcLor selection and study implementation. 

in 	 cases of the individual 'eneficiary agencies, substantial 
CxJ)0ri1,neC already exists in ,. my cases to select, develop and administer 
c)nLr:icts with U.S. consultants. Projected key recepients of this loan 
such as the National Irrigation Administration, the Bureau of Public 
,,orks, the Ficol River Basin Development Council etc already have exten-
St', experience with AID and other donor financed contracts. By 

lil.C ;tAiidirds these institutions are considered relatively sophisticated. 

As a Pre-Condition to acceptance of a project under these 
loan funds, NEDA will be required to submit, for review and approval 

.. , the rationale for selection of studies and other professional 
-;civices to be financed and a preliminary scope of work for such 
services. Further, before approving the Contract for Services, the GOP 
m111L;IrJVide, for A.I.D. and approval, (1) a detailed scope of1r 	 review 
W:crk, (2) the criteria used in the selection of consultant, (3) a rank
order of consultants selected, and (4) a draft of the negotiated contract 
for performance of the services. A tentative operational plan has been 
prepared and informally submitted, the essential provisions of which 
-re given in the following paragraphs. 

NEDA will determine priorities for the use of loan proceeds
 
by identifying projects from national planning documents, sector aurveys,
 



industry studies and regional development schemes. The sector of
 

economy into which the project falls will be of high priority in the
 

GOP's development plans. Project and other studies may be organized
 
and proposed by entities of the government, by other government
 
officials or by the private sector.
 

Priority U,;e of Funds
 

In determining priorities for use of loan funds, the
 

procedures outlined below will be followed:
 

- The entity proposing the study shall submit its application
 
to NEDA.
 

- NEDA will ascertain the pertenence and relationship of the
 
proposed study to other existing needs and to the country's
 

overall economic development plans.
 

- If approved by NEDA, the application will be transmitted
 

to A.I.D. for review and approval.
 

- If approved by A.I.D , the application will be returned
 

to the proposing entity for appropriate action (preparation
 
and approval of work scope, and solicitation of proposals).
 

Selection of Consultants
 

The procedures for selection of A & E firms and other
 

consultants to provide the desired services shall be as follows:
 

- Prior to solicitation of proposals, NEDA and/or the
 

cooperating agency will advise A.I.D. (i) as to whether
 
prospective firms will be pre-qualified, and (ii) as to
 

evaluation criteria to be used in prequalifying firms
 
and/or ranking detailed proposals.
 

- After receipt of proposals, the cooperating agency will
 

conduct the evaluation/selection process in accordance
 
with the pre-determined selection criteria and procedures
 
and transmit to NEDA the summary of its selection process
 

together with the list of consultants arranged in the order
 

of ranking, and a recommendation to negotiate with the top
ranked consultant.
 

c-	NEDA will review the cooperating agency's evaluation
 
procedures and the results of the evaluation, and forward
 

same to A.I.D., with a recommendation and supporting
 

justification.
 

- If approved by A.I.D., the approval will be transmitted
 
through NEDA to the cooperating agency for implementation.
 

Upon selection and approval of the consultant, NEDA and
 

the cooperating agency will jointly negotiate a draft contract with
 

the consultant. The draft will be submitted for approval by A.I.D.
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Upon approval, NEDA will then secure whatever other GOP approvals
 
may be necessary and release the contract to the cooperating agency
 
for implementation.
 

(2) AID
 

USAID/Manila will be the Agency's implementation unit
 
for the loan. Under existing delegation of authority USAID has the
 
responsibility for review and approval of scopes of work, contractor
 
selections, contract review and approval, IFB's, etc. 
 Assistance
 
to USAID/Manila on these matters is provided by the Regional Legal
 
Advisor in Jakarta. This arrangement is utilized on 
all AID Philippine
 
loan projects and is working satisfactorily.
 

Unless otherwise agreed on a case-by-case basis, an
 
appraisal report will be prepared by USAID to determine how well the
 
proposed project "fits" the three primary sectors of A.I.D. emphasis
 
(Sections 103, 104 and 105 of the Foreign Assistance Act.) USAID
 
will be guided by the following in conducting an appraisal before
 
giving acceptanre of a project for funding under these loan funds by
 
making a rough determination of the following:
 

(1) affect upon employment generation
 
(2) affect upon food production
 
(3) affect upon health improvement
 
(4) affect upon education development
 
(5) role of women 
(6) preliminary envdronmental assessment
 
(7) probable impact on poor majority income and standard
 

of living
 
(8) development potential for agribusiness enterprises
 

serving small farmers.
 
(9) development-of small scale industry to achieve income
 

redistribution and promote regional development.
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(B) Implementation Schedule
 

Loan Authorized (AID/W) December 1975
 

Loan Agreement Negotiated and January 1976
 
Signed (GOP/AID)
 

Conditions Precedent to openning March 1976
 
letters of commitment met (GOP/AID)
 

First Letter of Commitment April 1976
 
opened (GOP/AID)
 

TD for disbursement request July 1978
 

Terminal date for disbursements December 1978
 

(C) Evaluation
 

Success or failure in achieving the objectives of a Consulting
 
Services Loan cannot be fully measured until projects assisted by
 
studies financed under the loan are found acceptable for financing
 
by the host government and/or the international lending community.
 
The ultimate impact on the intended beneficiaries will not, of course,
 
be known until such projects are constructed and are operational for
 
a period of time. Inasmuch as the several studies to be carried out
 
under the proposed loan have not as yet been developed or selected
 
it is not possible to develop an elaborate evaluation plan for the
 
activity as a whole. The logical framework matrix included as Annex E
 
will however be utilized as an aid in the assessment and selection
 
of individual studies proposed for financing and to serve as a guide
 
for future overall activity evaluation. Individual studies proposed
 
for financing will be tested towards meeting the goal, purpose and
 
objectives of the loan prior to commitment of funding. Completed
 
studies will also be examined accordingly. However, the final test
 
will only come when and if the project studied is ultimately financed.
 

As an ongoing forum for Joint USAID/NEDA evaluation of rn('p performance,
 
it is proposed that formal joint reviews be held at six-month intervals,
 
or more frequently if required. The purpose of these reviews is:
 

(a) to evaluate progress to date on implementation of the proposed loan,
 
including status of project selection, development and implementation.
 

(b) review progress on part of GOP in following up on recommendations
 
of completed feasibility studies financed under this or prior AID
 
feasibility study loans
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(c) review the requirements for assistance from outside consultants
 
to assist, if required, on development and scoping of proposed
 
new prjects.
 

(d) review tht effectiveness of NEDA in coordinating the utilization
 
of this loan with operating line agencies who are primary GOP
 
beneficiaries of loan.
 

(D) Conditions, Covenants, and Negotiating Status
 

Since this is the third as a series of Consulting Services Loans,
 
the basic conditions and covenants required for the proposed loan are
 
essentially those utilized in the prior loans. The shift in emphasis
 
on this loan to activities concentrated in AID's primary emphasis
 
categories (e.g. sections 103, 104 and 105 with 50% in section 103) has
 
already been agreed to by the GOP.
 

There are, correspondingly, no new or unresolved conditions or
 
covenants to be negotiated with the GOP.
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Annex A 
Page 1o05 

PHILIPPINES: FEASIBILITY STUDIES LOAN (NO. 492-H-023) 

Date ofProject Description Co.isultanr Amount Contract Sta tuc 

1. Mechanized Rice Production American Factors $135, 269 2/12/68 Completed - No specific action takenStudy (Palawan) Associates, Ltd. to date 

2. Development of Water Re- U.S. Bureau of 130, 000 6/10169 Completed. 
sources (1st phase of #3 Reclamation
 
below)
 

3. Magat River Multi-Purpose U.S. BuRec 212, 500 5/19/71 Completed. Study used as 'as's IBRDProject (irrigation, hydro- proposed 1975 $100 million first phaseelectric power, transmission financing of ultimate S400 .. illion project.
lines) 

4. Development of Rural Electri- National Rural 254, 975 12/2/69 Completed; A. I. D. has lent :o datefication Service Coops Electric Cooper- $58 million to the GOP to ass:st in 
atives Assn. financing construction of rural electric 

coops, and is grant financing technical
assistance to the National Electrification 
Administration for the further develoo
ment and implementation of a .ational 
rural electrification program. 

5. Power Grid Study Middle West 143,063 1/25/69 Completed; study used as basis for(Mindanao) Service Co. ADB loans to GOP for power generation 
and transmission on the island of " 
Mindanao, to date totalling 545. 4 million. 
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Page 2 of 4 
Date of 

Project Description Consultant Amount Contract Status 

6. Provincial Water System U.S. Dept. of Health, 35, 000 6/24/70 Completed; survey followed by feasibilty 
Pre-feasibility survey Education & Welfare study of institutionalizing a national plan 
(See #7 below) for assisting provincial urban communities 

in improving water supply services. 
including technical and economic studi s 
of six specific communities. 

7. Provincial Water System Adrian Wilson Int'l 389,000 5/6/71 Completed. A. I. D. lent S15 miliion in 
Studies (2nd phase of #6 Assoc., & 1974 to finance initial 5 systems and 
above). James M. Montgomery provided grant financing for institutiotial 

Consulting Engrs, Inc. development. 10 more municipalities 
(Joint Venture) under study under Loan 492-H-030. 

8. Irrigation scheme - Hydrotechnic 327,200 7/7/72 Completed. ADB appraisal team using~ 
Laguna Lake Region as basis proposed loans. First phase 

loan anticipated 1975 in amount approxi
mately $10 million. Total requirements -

$45 million. 

Original Authorized Amount: $2, 000, 000. 00 
Deobligated (2/19/72) 371, 746.90 
Revised Loan Amount $1, 628, 253. 10 
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PHILIPPINES: SECOND FEASIBILITY STUDIES LOAN (NO. 492-H-03U) 

Project Description Consultant Amount Date of Contract 	 Status 

1. 	 Infrastructure Feasibility Engineering Science, $100, 000 2/4/71 Completed. Twenty scopes of 
Studies (Scoping) Inc. services for technical and economic 

-	 feasibility studies prepared to assist 

GOP in its infrastructure and 
integrated area development planning. 

2. 	 Ground Water Test Well Adrian Wilson Int'l 80,000 8/8/74 Completed. Test well program 
Program 	 Assoc. , & James M. completed as basis final system 

Montgomery Consult- designs for municipalities of Davao 
ing Engrs, Inc. and Cagayan de Oro. 
(Joint Venture) 

3. 	 Methodology for Project Jeffrey Holland 32,875 9/12/74 Completed. Methodology developed 

Evaluation to issist GOP in its priority ranking 
of alternative development project 
proposals. 

4. 	 Feasibility Studies for Camp, Dresser & 759,273 11/15/74 Ongoing: Possible A. I. D. or ADB 

10 Additional Provincial McKee funding. $15 - 30 million.
 

Water Systems
 

5. 	 Comprehensive Water Tippets-Abbott- 596,000 6/27/75 Identification and reconnaissance 

Resourzes Study - Bicol M[cCarthy-Stratton investigation of flood control and 
River Basin & Trans-Asia irrigation projects; expected to 

(joint Venture) result in $150-200 million in flood 
control and: irrigation works. 



Project Description 


6. 	Provincial Water 


Supply 

Long-Range Planning
 
and High Impact Study
 

7. 	Feasibility Study for 
10 additional Prov. 
Water systems -

Amendment 

Authorized Amount: 

Commitments 


Uncommitted but proposed 

for JMM advisory services
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Consultant Amount Date of Contract Status 

Camp, Dresser & $170,000 May 1975 
McKee 

Camp, Dresser & $ 25,000 November 1975 Contract amendment 
McKee to provide 4 mm of 

specialized engineerin 
services 

$2,000,000 
1,743,000 

257,000 
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OUTPUTS 
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DucLmber 10, 1974 	 C _ 

- ' rI 
ol 

Mr. 	 TrhcM s C. Niblock 9 , 
.rczDirector, United States Agency 

for International Developnent 
Ruwn Magsaysay Center __ 

1680 PRxas Boulevcard, Manila 

Dear ir: 

As a incipit'jt of two feasibility studies loan from the U.S. Agency 
for Interiationl [evulopjteiit in the amount of $2 million each, the Philip
pine Covernrnent hd .; been able to conduct various feasibility studies of 
project.. which we consider to be of significance to the country's develop
mtnt efforts. 

Under the first loan signed in September 1967, studies on farm 
mc:chaization, irrigation, provincial water supply, power and rural 
electLric cooperdtives were undertaken. Such studies have led to 
capital financing of: 

c) the provincial waterworks project and two rural 
electrification project:.; with loan assistance fron USAID 
in the amount o 15 million and $4I0 million, respectively; 
and 

b) 	 the ADB-as,;sisted power generation and transmission 

in indanao.projectsIv.it.IWO. 

,, . reover, capital financing for the following projects whose pre-investrie-i 
utu studies were sindlarly fundcd out of the first loan is foreseen: 

, "-I_ a) the Magat River Nlti-Purpose Project with an 
AU 	 -. estimated foreign exchange cost of $240 million envisioned 
(,i 	 .. joint financing by IBRD and ADB; and
Ifor 


S...I 	 b) a third LSAID-assis;ted rural electrification project. 
lI t I___. 

tar . _- Under the second loan .-igned last June 30, 1973, you wil? note that 
have indorsed to your Office four (4) projects for financial assistance. 

L i 
__-,we 

These are: 

a) 	 the Scoping project; 
b) 	 the Provincial Waterworks projecT;7-1 

I'.:rON TAKEN 

NA N__ hcr--

Tyv' ____ __ 
IDalt Iiiat
 
I --- ---------' 
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) the Methodology for Project Evaluation project; and 

d) the Biool River Basin Ccdnpr'llhnsive Water Resource 
Study project. 

The Soping pro j, --t has been successfully completed, the Methodologyfor Project Evaluation project is proceeding very well on schedule; andfunds for the Provincial Waterworks project have already been cxitted.Our records slow that these three projects would already utilize about 50%of the total loan value of $2 million. Together with the Comprehensive
Water Resource Study project, whose foreign exchange cost has beenestimated at approximately $600,000, these projects would leave a balance 
of about $500,000. 

It is anticipated that the loan amount would be fully omitted by
the end of FY 1975, six months before 
 the terminal date for ocwnitment(December 31, and that the1975) current Lalance would not be sufficientto cover the foreign exchange requirements of various feasibility anddetailed engineering studies that we are intending to propose for USAIDassistance. These studies include detailed engineering for the Mangahan

Floodway and five irrigation projects 
of the Laguna Lake Development
Authority (LiI1A) found feasible by studies conducted under USAID GrantAssistance and under the first loan, re'po-,,tively. In addition, we
also intending to submit 

are 
for USAID assistance feasibility studies for a

nunber of projjects that are generally supportive of rural development.
We will, however, put particular emphasis on feasibility studies ofprojects that are directly related to food production as well as distribution both of which have been accorded topmost priority in the alloca
tion of public investments. 

Thus, on behalf of the Government of the Philippines (GOP), a ThirdFeasibility Studies Loan of $2 million under the same terms and conditionsof the second loan is hereby requested. The GOP is, of course, preparedto imake available the counterpart funds that nfL.,' be required for the 
utilization of the loan.
 

Very truly yours, 

Acting Director-General 



I[.S...I.:N( .Y I'C')I INT[I.IN: I NAI. DEVELO' PM ENT 
.Ma lda, Philippines 

Ramon Magsysya Center 

1(60 RoxAs Boulevard 

CEI'I I'ICATION I'll 1S1 ANT TO SECTION 6_t1 (e) 
O1' TIllI I'Ok sIGN ASSIS'TANCIE ACT OF 1961, AS AMENDE 

I, Thomas C. Niblock, the principal officer of the Agency f6 
Internatit1,al Develpinnt in the Philippines, having taken into ac 
among other things, the maintenance and utilization of projects il 
Philippines pruvious;ly f inanced or assisted by the United States, 
hereby cer ify that , ini my judgment, the Philippines has botl 
capability and the human resources capability to effectively main 
utilize the proposed Third Feasibility Studies Loan. 

This judgment is based upon the project analysis as detailed 
Philippines Third Feasibility Studies Project Paper and is subject 
conditions impLsed therein. 

Thomas C. Niblock, Director 

U SAID/Philippines 



- ..---T,,,- r philippin-s Third 

:CJ ECT OESiGN SL"AF 

LCG;CAL FRAAE-CR 

Feasihility _Studies Loan 

Annex E 
L.'. :,iP.s . 

Fr ,5 ,;r 78T.,.1 J S F.- - -- I2ion 

"':'c~zerb-...... i ~ e~ .~:ue 

- V1C'h$S ;r:Oect :-:-2 ..-,; 
, ,L Au,.Further the welfare of the 
 Increased incomes and 
 L. GOP census and other in- i 
Continued adherence by GOP to
)Ole in the rural areas thru. 
job opportuni'is in the come and employment data. 
 policy of furthering the welfare
.-re equitable distribution of rural 
areas. 
 12. Independent socio-
incomes. 1 of the people in the rural areas


!economic surveys and private! thru more equitable distribution
 
;studies. 


of incomes.
 

P.:~; '.A,5eans,,5 -,<,*.I, nil 3.-os. 2s Z,, 3:.At. an. ror C e.; ,ps 3-4,To finance priority prefeas- I. Completion of studies i. Studies printed and dis-
 GOP continued willingness to
ibility, feasibility, sectora:,and analyses. 
 seminated, 
 accept
market and consulting serviced 2. The existence of GOP 
foreign expertise in
 

2. GOP planning documents, development of project proposals.
including engineering service 
plans & budgetary provi- 3 AID/other donor loan

directl" relat'd tn depelon-
 I sions for development proLment projects primarily jectsfoeon conceived in the documents.
suis
foregoing studies.
 
in rural areas. 
 3. AID/other donor finan-1
 

cing commitment for projects studies.
.1 - - - . ;; qn,ru e ai .Owp s: C-:1 C-3) 
.po *or ,s- Ccn.ennC 4Completed prefeasibility and Indeterminate (5-10) 
 Comparison of scopes of
feasibility studies, That projects identified for
sectoral number of completed 
 work to compleged studies, 
 study are in fact relevant to
studies, market studies, con- studies of which at
 

suiting services, including 
 half will be in 
the food 

engineering furthering the welfare ofservices related and agriculture sector. the 

people in the rural areas.
 
to development projects,
 
primarily in the rural 
areas.
 

-. Imprs: - Ilemetaton1 
 Targit t Type and Can,.-t D-2) 
Asstp.D a'1. Foreign expertise needed to I I nmber1'.Thatrrequired A-3) , e ng -put: 0.4)ndetrminte 

perform professional studies, f Th:'. .. foreign exper
l. Indeterminate number 

of foreign consultants 
 USAID and GOP contract 
 isecan be identified and reanalyses and other similar provided. records.
 

professional services. 
 2. Up to $2 M dollars -! 2.ruite ust Flpn
2. U.S. dollar and GOP peso 2. Tharequisite Filipino
and t 14 M pesos funding 
 counterkrt staff and peso supsup po r t fo r the above, prov ide d . o r t ll.b e e o a
 

I port will be availabletimely basis. on a 
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C}{EXKLISr OF SKAIUJORY CRITERIA 

FAA - Foreign Assistance Act of 1961, as 

aonded. 

FAA, 1973 - Foreign Assi-; aicu Act of 1973 

App. - F r L(Tn ALsistanc. and Related Pro
Cr,a.L; Appropriation Act, 1974. 

MMIA - A4rl'ALnt M1ri:iu Act of 1936, as
anul,1(,(,,A. 

MASIC ,.!FHI',I{1'TY 

1. FAA 1J3; 104; 105; 106; 
 107. (a)This loan will be used to finance

Is lotod lirFq rode studies in the primary sectors of AID 

education with at least half of the
 
total loan being linked to food and
i. for 1jriculture, rural develop- nutrition.
 

nment or"nutrition;
 

b. for population planning or health; See (a) above. 

c. for education, public administra- See (a)above.
 
tion, or huwan resources development;
 

d. to solve economic and social dev- Althouh generallY limited to sectors

elcnpiit problems in fields such as per (a) above, AID may aqree to studies 
transportation, po-er, industry, urban Pffprtinn thpsp areas. 
dexrelopi'k-lit, acud axport developtnr, it; 

e. in supIport of the gjonerial economy Yes.
 
of the recipient coLntry or for duvel
opw nt proqrans conducted by private
 
or inturirntional orgnizations.
 



00LnTWY PERFOR AN( 

Pr2ress Towards Country Goals 

2. I'A 201 ()) (5), (7) & (8)1 208 

A. lioscrilc extent to which country is: 

(1)Making appropriate efforts to 

increase food production and improve 

meals for food storage and distribu-


t ior. 

(2) Creating a fa.vrable cliimnte 
for foreign and dckxstic private 
enterprise and investment. 

(3) Increasing the public's role 
in the developnk!nt], process. 

(4) 	 (a) Allocating available 
budqetcu-y resources to dev-
elopmint. 


(b) Diverting such resources 
for uncessary military expen-
diture (See also Itm No. 19) 
and intervention in affairs of 
other free and inidependent 
nations.) (See also Ittn N_). 10). 

(5)Making economic, social, wid 

political reforns such as tax col-

lection iinprovaewints and changes 
in land tenure arrangentnts, and 
akinq pi-ogres s toward respect

foringpruleso l3wad[repectofticipationfor 	theo rule of law, freedom of 

expression and of the pruss, and 
recogiizin: thi. importance of
individ~hil firt., ,Jiri, initiative, 

and privatl. untrL.rprise. 

(1) Food production is top priority
 
of the Philippine Government with
 
the 	goal of achievinG self

sufficiency in rice and corn and
 
accelernted production of live
stock, p'ultrv, fish, fruits and
 
vegetables. Plans for expended
 
warehousing and distributions
 
of the increased output of
 
grains are being prepared and
 
carried out with help from IBRD
 
loan. The proposed project will
 
partially contribute to this goal
 
through financing feasibility
 
studies related to these problems.
 

(2) See FAA 620(e)(1), Item 4,
 
below.
 

(3)The four-year agriculture program
 
Is increasing the productive
 
capability of Philippine farmers.
 
The Department of Local Government
 
and Community Development carries
 
out 	programs at thebarrio (vil
lage) level througbout the Philip
pines. A Decentralization Act pro
vidng more autonomy to the Pro
vince was enacted in 1967. The
 
Provincial Development Assistance
 
Program 	 is operating in seventeen 
provinces.
 
Additionally, in an attempt to re
distribute income and raise the
 
rural standard ofliving, the GOP
 
has recently embarked upon an
 
aggressive land reform program.
 
The COP is well under way with a 
country-wide rural electrification 
program thereby increasing the 
role of 	the public through par

in local cooperatives. 

(4) 	 (a) More than 70 percent of the 
national budgetis allocated to 
social and economic development. One-four h of the zet 

goespercentt d ucation, nearY lDTo agriculture ard
 
28tural resources, and alipost

upercent to trafisportatiLon
and 	communications,
 



(6)Willing to contribute funds 

to the project or program. 


(7)0t~herwiso ruspcding to the 


vital economic, political, and 
social concerns of its people, 
aind denioListrttinq a clear deter-
mination to tOhe effective self-
he~p ireasas. 

B. At2 ,bove f,,i:Wrs taken into 
account iii the furnishing of the sub-
jeer assistance, 

Treatnvimnt of U.S. CiLizens and Firms. 


3. 	FAA 620 (c). If assistance is to 
qoV7HmntI-s th,' qc)vurn]Tent liable 
as (debtor or uucon,l itional guarantor 
oi, any deblt to ,U.S. citizen for goods 
or sef!,i, ftun:ished or ordered where 
(a) E,uc-h ctizen has exhausted avail
lejal reiitdit.s i;, (b) debt is not 
dunied or eonteswd by such qovernnm nt? 

4. 	FAA 620 (e) (I). if assistace is to 
a goverTurrit, has it (including govern
ant agencies or subdivisions) taken 
ariv action Aiich has the effect of nation
3ilizing, e:xpropriating, or otherwise 
seizinj amiership or control of property
 
of U.S. citizens or entities beneficially 
cwric d by tJLm without taking steps to 
discharge its obligations toward such 
citizens or entities? 

5. 	FAA 620 (o); Fishermen's Protective 
Act. 5. If coLtry has seized, or in
posed any penalty or sanction against, 
any U.S. fishing veossel on account of 
iL's fishing activities in intcrnaitional 
waters, 

(6)COP will provide all local
 
currency required.
 

(7)OvQr th pst six years the 

Phiuippln s overent has p1ced 
inireasing.e ipnas1 on rural (e
vteoen in e to na wthe 	gap betwe-en the rich and the
 
poor, o. incre4se eployment op

ortun it.es raise te ihcomelevels ft the rural Iorulatio?,
8d.to .prove. te standard orlving.l Javy AnetmJ ts .are
 nsAnves ylneing made in ural ectriti
cat ioD tranportapion irrigation,
ararlan reform, armer~uq~rt
 

s 	 ~rvlces,agriculture pro ution 
nutrition,and education. Greatly

increase4 external assistance
 
from various bilateral and inter
?ational donors over the astal
 
our years Pas been dire ata
 

most entirely to the rural sec
tor.
 
B. Yes.
 

3. No. 

4. No.
 

5. There has been no such seizure.
 



a. 	 as any deduction iequired by NA
 
Fisherman "s Protective Act been made?
 

b. has complete denial of assistance NA
 
been considered by A.I.D. Administrator?
 

Relations w it'i U.S.Government and Other 
Nations
 

6. 	FAA 620 (a). Does recipient country 6. No. 
furnish assistnce to Cuba or fail to
 
tLke appropriate steps to prevent ships
 
or aircrnift undcr its flig fran carry
iny 	cii,; 's to or from C'LlbaI? 

7. 	 FAA u.!t) (b). If assistance is to a 7. Yes.
 
goverju:nt, has the Secretary of State
 
deteriudnt that it is not: controlled by

the intkerntional Ccm-uist movemmit?
 

8. 	 FIA 20 d). If assist ce is for 
any 	 prcxuti-ve enterprise which will 8. 	This assistance is not for such
 
compete in the United States with a productive enterprise.

Uited States enterprise, is there an 
ayrueiio.nt by the recipient country to 
prLvunt (::pxort to Wie (ited States
 
of ixoru thtn 20% of the enterprise's
 
alnul, prc-duction during the life of
 
thu 	 ]cxu,? 

9. 	FAA 620 (f). Is recipient country a 9. No.
 
C.iriirua s t country? 

LO. 	 FAA 620 (i). Is recipient country 10. No
 
in any way involved in (a)subversion
 
of, or military aggression against, the
 
United States or any country receiving
U.S. 	 assistance, or (b) the planning of 



such 	sub\version or a,7grusaicvn& 

620 a
11. 	 FAA M *Hs the country per-mtred, 6-r iled to take adequate 

sto i the daage or 
destruction, by nb action, of U.S. 
property? 

12. 	 F.A 620 (i).If the country has 

-a-lCT-to institute thea investment 

guaranty program for the specific 
risks of ox ropriation, in converti-
bility or confiscation, has the A.I.D. 
almi nis tra Lion wi tin tLe past year 
c_:i~irt d,.nying as~sistxice to such 

q~vflrt itfor this~ 1I_.LC)Tor? 

13. 	 _AFM 620 (n). [X)us recipient country 
Su'niroh qixxis to North Viet-Nam or 
p nit. s;hips 01 air-craft under its flag 
t ,:arry cIU(gcX.5 to or frow North viet-
N, fUI' 

14. 	 FAA 620_(q). Is the governmeht of the 
recipient country in default on inter
est or principal of any A.I.D. loan 
to the country? 

15. FAA 620 (t), HaL the country severed 

diplccutic relations with the United 

States? If so, have they been resumed
 
and have ncw bilateral assistance agree
Imk'nts bvn negotiated and entered into 
since such resumption? 

16. 	FAA 620 (u). WiaL is the payit statusof the country's U.N. obligations? If the 

country is in arrears, were such arrear-

ages 	taken into account by the A.I.D. Ad-

ministrator in deternuning the current 
A.I.D. Operational Year Budget? 


11. 	The COP has taken all
reasonable measures to
 
protect U.S. property.
 
On infrequent occasions
 
when 	damage has occurred,
 
proper compensation has
 
been 	made without delay.
 

12. The Philippines has in
stitutedan investment
 
guaranty program with the
 
full range of risk cov
erage.
 

13. 	No.
 

14. 	No.
 

15. 	There has been no
 
such severence.
 

16. 	Th
is not in'default with
 

respect to its dues,
 
assessments or
 
other obligations to
 
the 	U.N.
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17, 	 FAA 481.1as the goverr unt of reci
pient ountry failed to taVe adeqate 17. No.
 
sb ps to prevent narcotics, drugs and
 
ot.er ontroihtd su.it,inc:s (as defined
 
by L.,! " .olx . ,i;I A)lst . Preven
ti(: i ,t \' . x,,Iu,".. ol. 10 70) pt '. ticLud
 

01 *1 i II, I C I.LQ1or in pait-, in such
 
A)"LitIII. r ti, tj .;Ix-) t.". Uir-olu 1i ih
 

O-.)LIIJ I''0 7 ,l l JL'(., itl i
'i 1 I I lc 1 .
, I .i,': t - i c uii tr - t . i i n.S.
 

. .. I' t 1 11.4 i 1' t I,- .. 'IItS,
 

L I! , ,:i,, i : 1:I '. I. 1 yt tu 1,1.,: 1 

18. 	 I., .S 059 It (a) llulitarv ha-ic is 18. Yes. (Presidential Determina-
loCaIr-d ill r c1.pi t ojultry, and Ws tion No. 74-14 dated 1/20/74). 
curL.sti'ictt-d or is being I[ iinLiILLi or
 
olerat,.l witi Funs furnishud by U.S., and
 
(1,K i'.d5. perzincI cairrv out miliLtry


io01 *; such tiu:,t.* I r' I).±30, iMs L Prcs-

Iif IiL L . ' Ij t-2aL UI, iu %( I Lr,,c L of
 
r 'id1. out .,,t'.L .LL.' ij . ,:iu tj i j zo~. r,.:<:ular
 

,: U.z;. ,:ovrL,:. l. it.; to i.,.1ibase? 

Ofrcuxtde 
ET _16r rii t~a y eXjai i~d. LW±s? How average less than 15% of the 

uch Of fuo,-i n .JLc-Liigi resources spent on national budget. Approximately 
Milit-Irl:, (qui ;A:nt? Hlow much spent for one-third of this amount is for 

19. Ft' , 1?0 (L-). What of COUIntLy 19. Annual defense budgets 

Ith p [_-, u:.< 	 Sys- maintenance of peace and order....... ofSophisticated w.e;:1poll-, 
("csider:xtionC.: of these Voin[ is to Philippine foreign exchange re

sources used to acq]uire military

u CC ,Jj:,lId ',.witi thu ,Buruau for Program equipment are negligible. We 

,nd 921 id'.' CiOD,,liJAt 1CL, l(jIionAl Coor,.in- know of no diversion of either 
ato,; jid Nilitry -;sstan:_eStaff (ir/IK) development assistance or ofPL 480 sales to military ex

penditures. Ve are not aware of 
CoYnitioiLs f(-UtlOdfl any diversion of Philippine resources for unnecessary military
expenditures.
 

1 (d)1nforTrEtiun ad conclusion 
on rcascomableness and legality under 2 percent during the 10 year
laws o[ country and the United States) grace period and 3 percent for 

20. I.A 201 	 2 0.Tnterest on this loan will he 

o[F l.r.Iinqg an.d renerding terns of the loan. the 30 years remaining to ma
turity. These terms are reason
able and are not hi her than the
 
applicable legal rate of in
terest under Philippine law.
 



21. 	FAk s 201 (b) (2); s 201 (e) 21. Fach study financed under this
 
Indorition and cnclusion on activ- loan must be lustified ndi

vidully. The oPhas submitted
it,"s oncynoviic ind technical soundness 


If l ps :, lndC pursuant to a n such an application to A.I.D.
h~tt,,-:,1 	 Fl, t, mnd the'un t of loan SeAnxC
 

'C-,,I)(),000,11X; ULutI) submitted See Annex C.
'; , 


to ,.I ). 111 1p l [,i t n for such funds
 

t v t , indicitt that
l., I,'

till, !._,'ll L,.Lit'd ill ill CC010Mically and 

22. 	 F.'o*: nil ((L) (2). lnforiiution and cxm- 22. The current and expected ratio 
cli;lorin c capxcity of the country to repay between debt repayment and for
tlh- v.,i, il.ClLding reasonableness of repay- ei gn exchange earnings (ifthe
ia_,t. prusp~cts. 	 Philippines is expected tn be
adequate. There are reasonable
 

prospects of repayment. See
 
Project Paper Part I, B.
 

23 .FAA.;101 (O)) (1). Izf~folntion and con- 23. Financing is not considered to 
ClLL;iOi Cfl t-VCZlJility of financing from be available from other sources 
oth-, I-fr_\.rld sources, including pri- 'n terms comparable to this 
,.,: SOAL CeS within tlie United States. proposed loan. 

24. 	V. .s )I_ (,)_(I). Prior to s iging of loan 24. This feasibility studies loan 
w i 1W_-Fe&LiT eng ineering, ifinncial, does not require such plans to 
and oflier plans nec..ssary to carry out the carry out the assistance. The 
assistanQ wid (h)a reasonably firm esti- number of feasibility studies 
P'.tic Of t-1 cost to Ude Uiited St: tes of undertaken will be limited by 
the 	Ci~5:;tJIcL? the amount of the loan. 

25. 	FAA s oil (a) (2). If furthier legislative 25. All legislative authorities 
ac on is reqLired within recipient country, exist. 
what is basis for reasonable expectation 
that such action will be coapleted in tir 
to pnrilt orderly accomplisnent of purpose 
of lain? 

26. FAA s 611 te).If loan is for Capital Assist- 26. Yes. See Annex D. 
an--ce, and B*'A U.S. assistance to project 
now exc.eds $1 million, has Mission Director 
certified the oountry's capability effectively 
to maintiin and utilize the project? 
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Ln's Bglationship to AhieVanent of CoLMtrY 
and ibj0ional Goals 

27. M'AAs'207; s 113 
•iL,:t 	 Ht tin wuc]h-assistance reflects 27. rach of these factors will be 

.111 : on; (a) enoourag- considered and treated in the[;zlAtu",, .is 
in 	 t j.lt ecoflOm- studies financed under this loan.,A, of doyiocratic, 

ic, jelit icxl, du social institutions;
 

-(},) sI if-i, uip tn im. ting t ie country's
 
fi4 xi ut .:; (c) imiprovinCj availability
 

01 Ui,ii611 d {~~t in th.' coL)u-itLy ; (d)
 
[ 	 ,V to :' t the coiuitry's.1 in,.x
h,., ':tlt L ; (, ).t~i.1 huiixort~inLt Jrt_ as 

aild 	 s<ci1i' dcv-Ct j . , I ii , 


LI'~i ,it iliii.n~j iiidtu~tt.-r ; fi-ct_ 1Labor
 
-ui Ajnf.Y;AUtVJ) A'. O t.I1 yt~~~~ll~i 1 i 

cl 	 ,'-. t i ,4:;x1 A.dtiOn iid co1If~uitcJt-jonl; 

Su ,li ,i idi_ 'b,.lic .o, m iii stritJ.in; urban
 

d-,P pe!,nt, tld 110 nl:t2tion of xisting
 

; Cr (f) ilWJt , g ,'.... ::t 1.into the
]1.'11'! 
u 	 ' ecuncIlr.rcc i 	n ~u~~Cut r: i0in 

... opible I 28. No.
 
X--:-iLiii as LL-fL r. -Jion, 1 projoct? If
 

s, why is p:rojLccL not :ja exccuttd?
 

28. 	 1AA ,rHj Is t.;x.,-Q uc 0 

29. 	This project permits the investi29. 	 F\A 2Al (b) -1).Iinforltion and conclt-

sio onca,-tivit.y's relationship to, con- gation of individual projects

sistc.n wit, otUmer dovcloLntt activities, during which these factors are 

and its cc)ntriJait.ion tio realizable long- evaluated.
 
raiq(" dcti c-0
 

30. 	 FAA 201 (1) (9). Information arid conclu- 30. Individual studies will be 

sion on whete2 r or not the activity to be selected on the basis of 
the area studied willfinanced will contribute to the achievernt whether 

contribute to self-sustaining
of self-sustiiiing growth. 
growth. 

31. 	 FAA 20'); 
Studies financed will focusInorm--6ton and conclusion whether assist- 31. 


ance will encourage regional developient solely on Philippine problems.
 

progranis.
 

32. FAA s ill.Discuss the extent to which the 32. This will be one of the major 

loan will sLrengthen the participation of criteria to be evaluated in 

their country's the individual studies. 

urban and rural poor in 

and will assist in the develdevelopifnt, 


opiv--nt of coopratives which will unable
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and encourage gruater numbers of poor

people to help Lhcsrselves toward a 
better life. 

33. 	 FAA s 2dl 
(f).If this is a project loan, 
 33. These factors will be conr sucldF1c -! h',-T project will prate the 
 sidered
counLtry's oonluic developnent taking intc in the individualacmut tJc COLUltry's humun and material studies. 
iz:.;ouirc, s rttuir(u, tLs and relationship

L~twc:,: uLilit#.,: ob-jecLivus of the project
anAl ov,:i-All t-uu::uA d ovelolji"-it . 

34. 	 I'AA s I G,()t.11cLLbc e",tLunt to vhicl 
 34. See #27 above.
 
.t71cui\Jfl ($X'[-
cUiiut 
to tu objective


of J.0S5lrilfl Ix nLI1 pirticipation in the
uu1: 

task of c'i," d.,,lopmint on the part

of tJLi! U-h, country, tlrouqh
 

IL 'iiip. r~ : I(An dc-nr-cratic, private~
LI ii' .'cc.c,.1,.V u,,.Ldl institutions. 

35. 2j_7j' 1 snLIbU extutI 0l) to which 35. See #27 above.
 
JA L-'UIa' Uio pacticular needs,
"', J.Ii.'.s 

ds....rt,., ..
uid cai.it-ics of the p-.ple of
 
U10 cout.ry; util izus 
 the country's intel
lecthkil ritsourcxs 
 to ,ncouraqe institutional 
d-.t..lm-i;t and supp-kzrts civic education
aWl t[,ii in ills reLuirud for ,u!ffective
 

A ~ iLici -iii jovc-rniantal and pxli Lical

p1 .A', ,sst:iia]. to sulf-govreuinL.
 

36. 	 FAA 2 (b) . 3). in what ways dk-Xs thIe 36. Studies financed under this
a-c.tiF ' -euasonable promise of contri- loan 	will be selected on the
buting t development of economic 
 basis of their cortribution
resot'rces, or to the increase of productive to development of econwiccapac'ties? 
resources and the increasing 
of productive capabilities.
 

37. 	 FAA 601 (a). Irifornation and conclusion 37. Stdies financed under this 
wiet--To--ii;l encourage efforts of the 

loan zhich will be conducted 
by private firms will contricountry to: (a)increase the flo of inter- bute to the effectivenesa of
national trade; 	 agriculture and cofferce, it
(b)foster private initiative is possible, depen
and cctqxptition; 	 ng on the(c)encourage develomient 
 nature of the studies selected,
and use of coop'.raLivus, crx-hit unions, and 
that this loan will have an
impact on the other factors set
S,,viJI d1 1OU aS'd tc.ia3; (i) it3l.uralgef)plPJID J; Li c j.,',('t.'1, ; (e:) i lilprove ti,: lUII-
forth in this section. 

nKat 	 lf icle;LiC 1ulp- !(lull-ry 



agriculture and oonmrce; and (f) 
strengthm fruxe labor inions. 

38. 	 FN _ f<). If issist. uice is for nwly 38. The Philippines is not a 
hi~ninlt c'.wuy, 1!; it furnished newly independent country. 

thuroug :ugllt lati:ral ory~u izatiorus or 
plaiiu U tihe nuxiin\ui xteut appropriate? 

LWan's Ltfuct Ll I.S. i A. I.D. Protirln 

39. 	 Fj. .701 (b) (0) Thfornution aii1 con- 39. Although firms from Code 941

clusion 
on il ' f) ,tS;ts of lo!n on 	 countries will be eligible
U.S. ' U 'C1AL rrc~fti:rhC± to compete on this Project,
t .	 .,.,t, of s-fJ.qt.'ti~Il lbor surl-},us, past experience with feasi

,u' w,iL:1.0.lt).S. Cbd1 Liijj. bilitv studies in the Philip
i,,', L. lu . l :;!l,d Iil 2"I1 1U'JMo" pines indicates that U.S. firms

i 	 :it wi i'lpuvilli th1e U.S;. bal ce will he the most likely con
ct ow6! IIs i,,iiioi;. tractors. 

40. 	 1;, 202 	 (a). Toiul iauit of nontey under 40. All feasibility studies financed 
10.11 o,'hi, is g (oirdirectly to private under this loan will be conduc

t,:rrisu, icL gOi:nj to iritentIediate cre- ted by private firms.
 
dit. :;titltibn or Othedr 1Korru,:12rs for use
 
by pr 9, t-,. (,iiterpri ;,I is ljoin" usedJ to
, 

filcll '' - l:, .1 1 C:l ;)rd"vItk2 SCAWLC"S, or
 
is OtIiwiF..J :; 10114 lS,:d U) fllillie,2 procure
IlK'Il-; [I'(Iil : es.~1- SL I'uCour 

41. 	 FAA u0l (b). ilIt'O,,aLion id conclusion 41. Procurement will be open co 
or;- he-lon will encourage U.S. private firms in Code 941 covPtr'13 but 
tradu Eaid iinvestivtiLt ab1)road and how it will it is likely that U.S,, firms 
Ce.couracje private: U.S. participation in and institutions will conduct 
forci , proqrakiis use the studies.cssistace (including 

of priv'tLe t'-ide clhuilsL and the services
 
of U.S. privat- ,nterpris(o).
 

42. 	FTA 601 (d). If a -:pital project, are 42. See No. 41 above. 
engineering a111d picGf.Ss;ional services of 
U.S. firnos and their affiliates used to
 
the maxiinun extent cunsistent with the
 
national interest?
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43. 	 FA 602. Information and conclusion 43. Small Business Notification 
whether U.S. s id1 procedures will he utilized.business will parti-

ciateQ txluitably in the furnishing of
 
g,.Yoc- ,andsetrvice financed by the loan.
 

44. 	F.\A 60 (h). Will thu loan prcaote or 44. No. The loan agreement will 
.
a1'Tdi-i_fCreign aid projecLs or acti- contain implementation control
 

vitiL's of the: CAimiunist-Bloc countries? prohibiting such use. 

45. 	1:.\ 621. if Teuijcal Assisi-uaice is 45. It is expected that services 
in:':ncN:~~*by tie loan, information and financed under the loan will be 

cL!-lLion wheth r such -Lssistancewill from private firms and other 
t-r firnji:;hdu to tht fullc.st exLunt prac- non-government sources. U.S. 
Li,cAdbl. ts ],xxb iii profe;sionri. and government sources will be used 
c t ,,rvic,.s ErGCi, ,riv.,A~u (2,nt,eJiprise on only if there is an absence of 
a -nt ,:;i . If L'i, faciliLies of qualified private firms. U.S. 
OI..)_ 	Ilc t[,i:i: ,,.'ill be utilized, government sources will not com
i : ic, ond ,:lusion en w;hether 	 pete with private sources and 
tic -c1,ji-, d iisuitjie, are not will be used only if they can be 
C' do.L t i ; I'.c,nta:ise, and made available without undueItn ' 

c : a I I,*v.'ithout unfdue interference with domestic pro
rh ~.ncIl 5L2 Ut~~grams. 

Loan's Comi iiice wifti lici fic c-quirutients 

46. 	FA\ 110 (a); 208 (c). In what irk-uier 46.The loan agreement will so 
has or will i~ - pient cotuitry provide provide and the planned adminis
assuraicks tUat iL will provide at least trative arrangements will assure 
K o[ the costs of the proxram, project, it. 

or activity wUit respect to which the Loan
 
is tf be nvkfn?
 

47. 	FilA s 66o. TMlI nrraneements preclude the 47. Yes. 

use of funl fnr nnl 4 pp t'ainin or other
 
law enforcement assistance?
 

48. 	 FAA 114.Will loan be used! to pay for per- 48. No. 
fontice of abortions or to mtivate or
 
coerce persons to practice abortions?
 

49. 	FAA 201 (b). Is the comutry aiming the 20 49. Yes. 
co~fltI.cs in which :vlul-1viia lown funds 
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ry be k d to kike loans in this fiscal
 
yar?
 

50. 	 FA 201 (d). Is interest rate of loan 50. Yes. 
at least 2% per annuzn during grace per
iod and at least 3%per annum thereafter? 

51. 	 v;. 201 (f). If this is a project loan, 51. The proceeds of this loan 
w trovisions have been de for app- will not finance any local cur

priate participation by the recipient rency activity. If Philippine
couity's priwt', nterprise? 	 firms participate in joint ven
tures with firms from Code 941
 

countries, the GOP will provide
 
the local currency payment.
 

52. 	 FAA. 604 (a). Will all ccrmydity pro, 52. Commodity procurement will be 
c'.irennt financed Lunder the loan be limited to AID Geographic Code 
frii the Lhited States except as other- 941. 
wise deternned by the President? 

53. 	 i. 604 (h). 'at provision is nmade to 53. N.A. 
prve TT'___cin acollodity procurement 

in bulk at prices higher than adjusted
 
U.. nurkL't price?
 

54. 	 FAA b04 (d). If the cooperating country 54. Yes. 
discriminats against U.S. marine insurance 
coapxies, wi]1 loan agreement require that 
smrine. insurance be placed in the United 
Srates on coitnrdities financed by the loan? 

55. 	 FAA 604 (e) If offshore procurcsne:nt of 55. N.A. 
agricu]tural conax-1ity or product is to 
be financed, is there provision against 
such procurenvmnt whcen the daestic price 
of such connodity is less than parity? 

56. 	 FAA 604 (f). If loanu finaces a coimmd- 56. N.A. 
itiy import progrm, will arrangeii-nts 
be made for supplier certification to 
A.I.D. and A.I.D. approval of cormmdity
 
as eligibl(: and suitable?
 



57. There will be no excess
57. FAA 608 (a) . Information On m"easures 	 property used. 

taken to utilize U.S. Governmentto be 

excess personal property in lieu of t11e
 

procU l( ,' of w." itcnx.
 

58. To the extent studies are financed
 [C['ywl ula. if 158AAs~in o_ 

for water related
 
.. ...... 1hereunder
58 ..... .
 

au;oauces ProjLf or is ther 	 activities, the studies will under-ct prografm, 
a ;VCfit- cu .utbition rade inso- take the computation of 
fth p:.x- lLticle, or i d eanoran- benefit/cost and other pertinent 
dui of .h, 1 1 . ;iui-flt dthd MAy 15, 1962? economic analyses. 

59.Not applicable.
ts for c0O'1Lruc-611 (c).II contL,59. Fz p 
what provisiJoIon -fnWrnccd-re to 

on a corn
will be nude that tl'-y be 	 let 


extent practict) jrLximtmuptitiVO basis 

The loan will not finance any local
60. 'A ; 012 (b); s 636 (h). Describe: steps 60. 

The GOP will provide all
costs.
kx i~ fl ex-that, o th n 

*IZ4 to thattiutn


, 
7n assur 


tUnt poX-Sibl(o, the country is contributing local currency. 
i e s 	 connc to rr0ct the cost of

Icx.,l cluri* 
trzctuul 1u0I oLher sc<rvicCS, and foleigJnarecurr-u, :iLs u.oied by thu, United States 

, 1 Ute 3ost of contractualui ili . t Iet 
.id uther 3C17'icus. 

such excess61.The U.S. does not ownthe United Stats own.61. FM s 612 (d). Does 
so, what foreign currency.eX•SS torecign currency and, if 

release?
have bem nkde for its
arruflg(mnts 
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62. 	FMA s 620 ().vtat provision is thre 

against use of subject assistance to 
ccr1..' atAowners for expropriattd or 

nat ioni 11 i.'.c1 proj'rty,?
 

63. 	 F, - 6,20 (k). It Cxltrwtion of pro-
ducive enterprise, will aggregate 

valLie o assistarre to be furnished by 
the hUited States .:ce d $100 million? 

64. 	 .MN,s 636 (i).Will aiiy lodn funds be 

used to finance purchiase, long-tern 
lease2, or exchalnge of Irotor vehicle 

rmannufjctrc.A outside the United States 

or any guiraty"of such transaction? 

65 • L'i s 103. Will any loan funds be 
lsLad to pay nsions," etc., for military

Ix~rsoniiel? 

66. ,)u. s i0. If loan is for capital pro-

62. 	The loan agreement will limit
 

the use of loan proceeds to pro
curement of eligible services. 

63. 	Not applicable.
 

64. 	No.
 

65. 	 No. 

66. 	Not applicable.
 

3ect,is -here provision for A.I.D. 
approval of all contractors and contract 
terms?
 

67. 	 No. 
67. 	 _ s 107. Will any loan funds be used 

to pay UN assessnints?
 

68. 	Yes.
 

" s 108. Cmliance with regulations68. 

on employment of U.S. and local personnel.
 
(A.l.D. PRgulation 7). 

69 	 . s 110. Will any of loan funds be 69.No.
 
used to carry out provisions of FAA s s 209
 

(d)?
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70. s 3.'. IXscriba hcw tJ' O¢Jmittk~c 70. Tlils project has been Included 
FY" 7ti
cl, A3ropriatiol1S of the Scnate bin hiPt Calgr ional 

Ilkxse |1wVe -1xxbn or will bIe jiotititd\x1 - 1rtesentdtion on Table IV,
c,,rflifl the actJ.Vit-, prtxtxllf, p-rojtx~t, page 59. 

otJ o' trILt' to Lb fii AncedCCut ty, I.IC 


by thiu alA.
 

71L App. s 501. Will any loan funds bu 
71. No.

for pu)licit- or propaganda pur-used 

the United States not
 

p-ses within 

authorizet by Congress?
 

72. M:-.\ s 901. b; F s 640 C. 

at 72. The Loan Agreement will contain 
(a) ccipliance with requirement that 

bXlnage a provision requiring compliance
least 50 rir centum of the gross 


of coimX& lities (comquted separately for
 
with this requirement.

drhy bulk cirriers, dry cargo liners, and 
ftids imade availt-nIel ,) fininc(ud witd 

jlk ,., dh loun shall be trLuisported
 
U.S.-f Lag coGnlLrL:idl
on [) i'.ily c*,. L I 

- anod,.,'.: ! x aiL A at. fair ruason

ii jrainL b: 1,ihlu to) ]oaul riJpiOJ1t (b) No.(h) ; 

tio poy all or any xprLion of such ditfer

ential ;1 r- ex-ist betweun U.S. and
may 

!orcAign-f lag vessel rates?
 

73. Suction 30 and 31 uf PL 93-189 (FAA of 1973) 73. No. 
to financeWillany part of the loan be used 

directly or indirectly military or paranil
or by foreignitary operations by the US. 

Canixodia, Northforc,,-s in or over Laos, 
orVi,-nain, South Vietnam, Thailand? 

74. Section 37 of PL 93-189 (FA of 1973); 74. No. 

this loan beApp. s.11l. Will any part of 
used to aid or assist generally or in the
 

recorostruction of North Vietnam? 
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75. 	 App. s 112. Will any of the funds 75. No. 
local currenciesappropriated or 


generatcl as a result of AID assist
ance be use for support of police or
 

construction and administrationpri on 

in South Vietnam or for support of
 

police training of South Vietnanr-se?
 

76. A p. s 604. Will any of the funds 76. No. 

appropriated for this project be used
 

to furnish petroleum fuels proluced in
 

the continental United States to South

east Tsia for use by non-U.S. nationals? 

1974 9 901. Has the country 77. No.
77. FAA of 

denied its citizens the right or
 

opportunity to emigrate?
 

78. 	FAA 115. Vill country he furnished, 78. No.
 

fiscal year, either security
In same 

supporting assistance, Indochina
 

Postwar Reconstruction, or Middle
 

Fast peace funds? If so, is assis

tance for Dopulation programs,
 
humanitarian aid through inter

national organizations, or
 

regional programs?
 

79. FAA 9 653(h). Is this assistance 79. Yes.
 

within the country or international
 

organization allocation for the
 

fiscal year reported to Congress
 

(or not more than $1 million over
 

that figure plus 10%)?
 

80. Yes.
80. FAA 9 662. Will arrangements 

preclude use of funds for CIA
 

activities?
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DRAFT 
I I. .\q-NlST.\Ni E LOAN .\l'I'IIOMZ \TI-NAl'I 

'Is 1,.ss1t' Vl Is o. lIi'' 1Ioiss I 14 '.11n l. • 

l'lstI ni,,, IThii d. ColiulLing Services Lan 

Pursuant to the authority veste-d in the Assistant Administrator, Bureau for 

Asia, Agency for International Development (hereinafter called "A. I. D. ") by 

the Foreign A\Xsistance Act ot: IYo, aS amended, and the Delegations of 

.\uthoritv 01-I'ucd I hereby authorize the of a loanthreutndur, establishment 

purIuant to Part 1, (hapter 2., Title I, the Development Loan Fund. to the 
Government of th,2 kNepublic of the Philippines (hereinafter called "Borrower") 
titnot to cxc.cjd''wo'Million Dollars ($2. 000. 000), to assist in financing the 
forcoin uXchainy, cO~t of.services, equipment, and materials necessary for 
tho'perfornanco Lt" L.oonomic arid technical prefeasibility and feasibility studie; 
sctoral stLudi(!;, market studies and other capital project-related activities 
in the Philippines. This loan is to be subject to the following co'nditions: 

1. 	 Int,rt,. Rate and Terms of Repayment 

FiS loan 1ha111 be repaid by the Go\'erinent of the Republic 
Of the Phklippin(.? within forty (40) years after the date of the 
Sirs t di~urs..ent thereunder, including a grace period of not 
to exceed ten (10) years. The interest on the unrepaid principal 

n, of the loan shall be from the date of the first disburse
:nent at the raLe of two percent (-,) per annum during the grace 
period and at the rate of three percent (3" thereafter. 

2Currcticv "iRepayment 

Prok i.,on shall be made for repayment of the loan and paymient 

of i:,terest in United States dollars. 

3. 	 Other Terms and Conditions 

(.1) SLrvices and commodities financed under the loan shall 
have their source and origin in countrieS under A. I. P. 
GuOL'raphic Code 941 (Selected Free World). 

(b) 	 11nl.s A. I. D. shall otherwise agree in writ ing. prior 
to the initial disbursement of loan funds. l,,rrowVer 

will submit to A. I. D. for its approv.al, a t.iteniont 
,If-	 tlhe procedures wh iouh Borrower will f'ollow in imbple

ient inVz the f inanc ing of ,tulho.,ail. ,,l c glhl.iilsl
 

DEST AVAIL.BLE COPY 
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(c) .At least 50,' of the sid-prolrets to f-e financed
hereuwidr wilfl Inc ltidt, , I:o~ lN trri tinn tvpe
("-'t , iw WI loe the, FAA). 

tcti viti ,i 

(d) Th, lonn s, 1l he Sj,.IcCt to such other termn 
,nd conditions as ,.!.P. may decw advisable. 

Date
 

BEST AVAILABLE COPY



Annex H 

A . K'%!.-,..it 1:,,,_miki.lc.vuh,: inents 

In the past two years there has been a sharp increase in the level 

of uconoillic kt ivity ol the lhilippincs. The growth in real GNP, which had 

101.n ,ont ')--(I put,'(uIt I VUa r for more thaln a decade, doubled to 10 percent 

in 1)3. ,and is ut ima tULd tO hW about 7 percent in 1974. The strong recovery in 

1973 mis lud by the internaLtional commodity boom and resultant increased export 

incomes in the Philippines by a strong recovery .n agricultural and industrial 

producLion for the domestLic market, and by an expansion in public and private 

invutitment. 11nderemployment and unemployment remain quite high, however, 

and in ,ommon wit h n,,,:f other co,,t ries, the rate of inflation increased appre

ciAbly in t010 1.1-It 18 1u111hs. 

The agricultural sector grew by 7 percent in 1973. Rice production 

in crop yeair 1973-74 increased by 23 percent over the level of the previous year 

when flood severely affected output. This increase has been mainly due to 

favy' hle weather conditions, increased use of fertilizers, more supervised 

credit and increased investments in supporting rural services. The Government 

has moved ahead with its program of agrarian reform for the nation's one million 

rice and corn farm tenants. By mnid-1974, 176, 000 land transfer certificates 

had been issued, m,,ii.ly to tenants on the larger holdings. The Government now 

hop s to issue curt ificates to all tenants on farms above 24 hectares. There 

is a strong prima facie case for pressing ahead with the program in the 7-24 

hecLare farm size range. 

.STAVAILABLL COPY 



The iidh: t,-iil sector grew by about 12 percent in 1973. Non

tradit iotud Iuus riaI export s, whichl have been increasing since 1970, are 

estimiaIted tO 1aVre d,,ubled il 1973 to about $200 million. lowever, industrial 

exports hae'e been affected by the recent slowdown in the economic of key 

trading partners, and earnings are expected to level off this year. 

The growth in producti,,,L was also assisted by increased public 

development outlays in 1973 made possible by a significant improvement in the 

fiLncial position of the Goverwnent. The ratio of public investment to GNP 

is currently about 3 percent compared with 1.8 p:,rcent in FY '72. The Govern

molnt has impleuileted a series of long needed tax reform and improvements 

in tax ad imistration. As a result, the ratio of National and Local Government 

tax revenues to (;Nl has increased from an average of 9 percent in recent years 

to an estinated 12. 4 perckent in FY '74. 

fligh prices for the Philippines' chief exports, including coconut 

products, sugar, copper and wood products, weru largely responsible for an 

increasu .,mnerchandise receipts of almost 70 percent in 1973. International 

reserves rose by lout $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, o large trade deficit has appeared, largely because the growth 

in export pri'es has moderated but import prices have continued to rise rapidly. 

BEST AVAILABLE COPy 
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Because of tile very 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 a 
high of 27 percent in 1971.
 

In the lit ter part of 1973 inflation emerged as a major problem.
 

Since mid- 197.3 consumer prices haV 
 been rising at an annual rate of more
 

thail .)10percent . 'I'l is has been caused by 
 the larre increase in liquidity since 

the export boom bgan in 1973, and by a number of cost-push factors, including 

the higher rate of world inflation, domestic food shortages and the increased 

cost of petroleum. Monetary and fiscal policies have aimed at absorbing the
 

excessivL- liquidity expansion, 
 and in recent months the rate of inflation has
 

been moderating.
 

,rio EnergyCrisis
 

Imported pekt roleun provides 
some 97 percent of the Philippines' total 

energy requirements. In 1973 the equivalent of 71 million barrels of petroleum 

crude and petrolcu products were imported at ai cost of about $230 million 

C. i. C. When Lhe energy crisis developed late last year, the Government moved 

quickly with consurvation measures to reduce non essential consumption. In 

1974 imports of petrOleum and products were about 71 million barrels at a cost 

of about $780 million c. i. f. 

The Government has decided to accelerate the development of local energy 

sources, especially hydropower and geothermal energy. Supplemented with nuclear 

,AV*~1 
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enery in he 1''. total de80ima for energy is expected to grow at about 

It' pa'rcaft ,1yl'. ,*ai even will Lure rapid de',hopent ot* natural powerC 


SOIIs , pCOrcli vl i -
Wo tll i,'coiI for ore than 90 percent of- tot |l 

energy nueds by 19801. 

Growth Prospectt 

The abrupt- deteriorotion in the external terms of trade since the middle 

of 1974, and the recesiOnl ilthe econonlics of key trading partners threatens 

som of the Philippinesi' recent eronoini iCgains. The labor force continues to 

row cit 3 perceint J )'0.1, 11d a tllhouth c ploymnelt has expanded appreciably
 

in the pait 18 inoalith, 
 there is st ill widespread iniemployment and underemploy-

Priority i.sIhai in ivt.n Ia )pa Indilig food production for the domestic
 

inai', et , to cxpaL4 
 hig \ pal't prOdUlc [ i n and to accelera ting development of
 

loc, I1!iLA-gy rIsourcel. 
 1lithe case of export production, the Goverrunent
 

recognizes that tle increciLed cost of petroleum 
and other imports cannot be 
llnIlCed indef ll it I.y I y horrowing abroad. It.is act ively encouraging both local
 

and foreign inves tors 
to expand the produict iVe capcli ty oCf expor t indu stries and 

ti ui I't i, ilai iew in pi,- t - replacing investinenits. The Government i!., 

.eek ilig increased stipport I[rain the international Fina ncial community to help 

carry out its development program and to ease adjustment to higher petroleum 

,,nd odthr import prices. Iecause of tihe substant ial improvement in the external 

debt burden and iiit erna t ional reserve posi ion in the past 18 months, the Philip

pines now has tile capacity to borrow exteriklly larger amounts of capital in 

support of its development preoram. 



Minla hIkII' .1 ( NI rwth rate f abi{out 7 purcent .i year in real termsgri 

during the next few years will depend heavily on the buoyancy of the domestic 

market. The prospects are for continued expansion in agriculture, with a 

4-5 percent increase ill production in the year ahead. Continued expansion 

in public ald private invest ment demand should help sustain industrial output
 

expansion. lncreased investinejits will he needed in a 
wide range of consumer 

and intermediate goods industries. 

The increased size of the domestic market and growing export demand would 

seem to just ify a wider range of investments during the latter part of the decade 

in large-scale, capital-intensive industrial products, particularly in mineral-based 

processing indust 'is where long-,term comparative advantage may be strong. 

A IlIubAr of' big proice ,s are proposed in mining , wood processing, fertilizer, 

s teel and sh ipbiu i liig, whilI IIare likely to push up the private investment rate 

fr,,m recent levels ofI about 16 percent of GNP to perhaps 22 percent by the latter 

part of the decade. A std stautial amount of the funds needed for these projects 

would have to conie [rom external sources. Bit-since the individual cost of many 

of them will exceed $100 million, Consultative Group members can play an important 

role in helping the Government to obtain suitable co-financing arrangements, both 

with bilateral part ners and with the private sector. 

The public inFrastructure program that was approved last year, which called 

for outlays of about P 12 billion at current prices in FY '74-77, has become out

dated because of the subsequent rapid inflation and by changes in investment 

priorities as a result of the energy crisis. A new program is being finalized, 
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with more emphasis on developing nuclear and indigenous power resources 

and on irri ,.ation, feedor rOads and other projects to support increased food 

MIpd p r'podu' lion. Publi inves mnont is likely to increase by about 15 

percent a year in real t eriiis so the ratio of public investment to GNP would 

rise from the present level of 3 percent to about 4 percent by 1977. 

The domestic savings rate should rise from an estimated 19 percent 

of GNP at present to perhaps 20.5 percent by 1977. Foreign savings (i.e., 

the current accoutL deficit in the balance of payments) would rise from an 

estimated 2.5 percent of GNP this year to about 4 percent in 1977. This 

foreign savings gap would decline in the latter part of the decade as the pro

po-.,i iW lt I en - in new export and iniport-replac ing capacity begin to brirg 

re.-ult s. 

13aIL Lnrc f_ 	 Pa yni en I S 

Merchandise export- receipts are projected to increase by a total of about 

30 percent in the next two years. Import payments are pi~jected to increase 

by a total of almost 40 percent in the same period, including a 30 percent 

increase in prices. Under these assumptions, thetrade deficit would rise from 

an estimated $680 million this year to about $1, 250 million in 1976. 

Actual and Proiected Merchandise Imports 
(f. o. b. million $) 

CoMmodity Group 1973 1974 1975 1976 

Total 	 1,597 3,200 3,960 

Cereals 112 194 190 150 
Other consumer goods 172 275 330 370 
Petroleum products 188 724 830 950 
Other raw materials and intermediates 634 1,216 1,610 1,930 
Capital goods 491 791 1,000 1,210 

Source: 	 1973, Central Bank of the Philippines; 1974, mission estimate;
 
1975 and 1976, mission projection.
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A. I i,,, ,*,,1ti'r,)j,i t t ,d xio)', I ,;I ,pt.-i 
(I. U. illin ) 

ite1 1973 1974 1975 1976 
" - I 1871 2, 520 .32.140 3,6 

C, L prodL't , 372 606 640 670S11,.1r p',oduLIL I 295 604 990 830Forest product 444 330 350 400Ni inera l pr)duCt 319 501 580 730Ot I,,.r A ri I:ulturaI products 108 175 210 270MAnli ladc tur..d exports 230 23 1 280 350Non-MO,nI1 ry gold 103 73 90 110 

So0urce: 1973, (enlral BIank of the Philippines; 1974, mission estimate; 
1975 and 1976, mission projection. 

Although uxport s are prOjec t ed to grow more rapidly than imports in real 

uver t heIL w,) ),Ca r, this gain ish more than offset by a cumulative 

ih Ik i IinI I 11-II I I of trade of allut 2' percent during 1975 and 1976. 

T WoI hi IwiouilLe te s oLf ra de hack to the level that prevailed in 1972, thus 

wipil) o t tIILe gails made in the recent export price boom. 

Actual and Projected External Terms of Trade 
(1965 z 100) 

ndexII 1973 1974 1975 1976 

Export price index 149.0 256.0 263.7 257. 1
 
Import price index 
 149. 1 259. I 303.2 337.2Oil import index 203.0 797.8 848.7 874.2 

Nun-nil import index 144. 1 216. 5 259.4 290. 5 
Terms of trade - total 99.9 98.8 87.0 76.2 

- non-oil 103.4 11.8. 2 101.7 88.5 

Source: 197:3, Central Bai, ot the Philippines; 1974, mission estimate; 
1975 an11d 1976, mission projection. 



Ii. External ',,,ance 

If the projections of exports, imports and external terms of trade 

were to be roallzk~l, [he lli ipp i nes would requiire a tot al forign capital inflow 

,, about 2,3-10 1n1illi durin 1975 mid tilt. current account deficit' hm 1976 to cover 

.and nildiuim and long- t et'rm loan repayments. 

Direct invest mient would provide about $190 million of this. Greater 

use of short-turin trade finance is expected because of the increased oil i-port 

bill and generally higher levels o1 imports. A net inflow of about $480 million 

increase in the value of trade being financed. Aboutwould be in line writ h t he 

$ 1, 080 m illiOn could be expec ted from supplier's credits and other medium and 

long- t 0VI loans to te private and public sector, itncluding about $280 million 

f'in pro j:ot loans x\tLtnded by Consultative Group members. The balance of 

thu t qu iced capiitil illow of about $180 million in 1975 and $410 million in 1976 

would have to 1i1Lve From ofither borrowings. The Central Batk could finance the 

entire deficit by bhort and nmedium-terni borrowing while maintaining or even 

increasing, the level of international reserves. Nut reserves, however, would be 

nugligiblu by 197t,. 

The ctent important gains in reducing the external debt burden and 

improviig the ext ernal rserve position shouhld not be lost now by excessive 

recoLuse to shOrti a111 1 borrowing by ilit banking system. IHowever,dediunm-tUerni 

there is considerable scope for addit ionl, medium ,iid long- t erin loams from donors 

to f.irMnne capita l goods imports which are projected to reac:h $1. 2 billion in 1976. 

In the months ahead, the Government and aid donors alike should explore this 

possibility. If these efforts are unsuccessful, the Government would have 

to reassess its growth strategy for 1.976. 



Sum~mrIy Balance of )-yme,nts 

It, 

CuC.c-1, Acccunt 

Trade Account (net) 

(taillion 
1970 

-29 

-7 

$) 
"i7_ 

+9 

-37 

1972 

"1__ 

-151 

1973 

+475 

274 

19 74 /a 

-450 

-680 
Exports 
Imports 

Service Accournt (net) 

1,083 
IG90 

-141 

1, 49 
1,186 

-88 

1,109 
1,260 

-26 

1,871 
1,597 

-30 

2,520 
3,200 

-40 
Receipts 

258 264 376 582 805 
Payments 

Trnsfiers (net) 
399 

+119 
352 
, .4 

402 
+188 

612 
+231 

845 
+270 

Offical 
Private 

__ A,,c oit (net) 

Direct Investment 
Shrt-rerm private capical 
Medium- and long-term

private loans 

McdiLun- and long-rerm
public lotan 

~r, rid Om.o, 

Overall lBalancz of Pa,.nernjt:. 

26 
93 

+181 

-29 
76 

94 

40 

-147 

*5 

31 
)03 

+124 

-4 
92 

-34 

70 

-144 

-. 1 

36 
152 

+174 

-22 
56 

-17 

157 

-.106 

+79 

63 
168 

+210 

64 
74 

-5 

77 

+16 

+701 

70 
200 

+355 

80 
180 

-10 

105 

+20 

-75 
Monutarv Sector, Reservea 

etc. (nec) 

Central t..LK, 11aib!itcie 
C-ntral bank a-ise,' 
CO,mrcial tb,1k i il(net) 

'sI7a 

ie 

- S 

58 

3. 
f-+ 

4 
21S 

4 

-79 

-64 
-174 

" . 

-701 

-86 
-488 

-106 

+75 

+443 
-500 

+ 9 
9 
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