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PROJECT AUTHORIZATION
 

AMENDMENT 

PHILIPPINES 
 Rural Roads II
 
Project No. 492-0297
 

Pursuant to Section 103 of the Foreign Assistance Act of 1961,
as amended, the Rural Roads II Project for the Philippines was autho
rized on March 24, 1978, and amended on January 26, 1979. That
 
authorization is hereby further amended as follows:
 

1. An additional Ten Million One Hundred Seventeen Thousand United
States Dollars ($10,117,000.00) in Loan funds are authorized for a 
new
life-of-project funding total of Thirty Four Million One Hundred Seventeen

Thousand United States Dollars ($34,117,000.00).
 

2. The additional funds authorized herein will finance an additional
 two hundred ten (210) kilometers of rural roads and an additional four
thousand seven hundred (4,700) linear meters of bridges planned for the
project. 
These funds will also finance pilot projects in rural areas in
the provinces and technical assistance for a road maintenance program.
 

3. The Terms and Conditions applicable to the original disbursement
of funds shall be amended to make such Terms and Conditions applicable to

the additional funds authorized herein.
 

The above-cited authorization remains in force except as hereby

amended.
 

Clearances: Date Anitials
 

Norman Holmes, GC 

_-___ 

John H. Sullivan, AA/ASIA I- I& 
Alexander Shakow, AA/PPC 

_T _9_V 

Joseph C. Wheeler, DA/AID
 

Signature: 
"dglas J. Bennet, Jr. 

Administrator
 

De1e
 

-GC/ASIA:Aerf :hp/eb/1m:7/31/80:632-8092
 

http:34,117,000.00
http:10,117,000.00
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to focus support on a consolidated group of participating 
provinces and chartere' rural ctties3/ to further strengthen 
thpir institutio ,al capacity to plan, design, construct and 
evaluate infrastriteture projects.4/ Priority will be given
 
to provinces/cities .n the th.ee administrative regions tar
geted for support under the USAID/Philippines FY 82 CDSS.5/
 
Intra-province site selection criteria will include (1) com
pleting final sectiona of incrementally funded road systems,
 
and (2) sujpporting poverty groups involved in rainfed agri
culture, traditional fishing, and roads increasing access for 
landless worker settlements; 

to add a technical assistance and training component to the
 
project which will; 

--	 strengthen local level capability in rural road inventory/ 
planning systems, both in participating provinces/cities 
and 	nationally within the ILGCD/RRP Office;6/
 

strengthen capability of the natioual IGCD/RRP office
 
and pirticipating provinces in monitoring and evalua
tion systems, and to carry out interim and final socio
economic impact evaluations with innovative participation
 
by GOP/AID, local institutions and other donors;
 

implement a road maintenance management training program
 
on a regional basis for participating provinces. Prepare
 
maintenance training manuals including sections on labor
based methods and quantity contracts with local barrio
 
associations and/or firms (inadequate road maintenance
 
is a serious problem);7/
 

3/ Selected cities supported under the AID supported R.ural Service Center
 
Project (492-0304); RSC purpose is to incrpase local government adminis
trative capacity, implement community projects and involve poor groups.
 

4/ Currently supporting 50 provinces and 5 cities. Under the revision
 
support will be provided to an estimated 30 provinces and 3 cities,
 
or less if any of these are selected for support in other donor projects.
 

5/ Country Development Strategy Statement (CDSS) includes Region V, Bicol;
 
Region VI, Western Visayas; and Region VITI, Eastern Visayas. Selection
 
was made jointly with the National Economic and Development Authority (NEDA).
 

6/ IBRD assistance is to be provided for road selection, feasibility studies,
 
construction, engineering design, etc., fn a qr-le; of mnnuals updating 
current RRP manuals, plus general training at the national level qnd for 
selected provinces. 

7/ An additional test approach will be contracting maintenance of a road 
segment (est. 20-50 kms) to a local firm on an annual output basis. 
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(2) 	"o institutionalize a permanent capacity and commit
ment of national and local government levels to fund
 
and imptement a sustained rural roads program." 

(3) 	 "Demonstrate ibcreased employment alternati,,es and 
reduced energy demand in labor-based pilot road projects." 

Selected indicators to verify achievement of the above'three
 
purposes include:
 

(1) 	 Within natural barrier influence areas of constructed 
roads (eat. 2-5 kms.) by 1983: 

--	 Lower average transportation costs of productive 
inputs and marketing (ag and fishing) on new or 
upgraded roads by 307.; 

Visits by ag extension, health/nutrition/family
 
planning agents increased by 30% (assume personnel
 
potential exists);
 

Number of students in school (primary/secondary)
 
increased by 207.; and
 

--	 Frequency of personal trips per household increased 
by 507 (employment or social services related). 

(2) Year following complecion of project (1984): 

--	 MZLCD continuing Rural Roads Program in all 50 
provinces and 5 rural cities (from solely GOP and/or
COP 	 & other donor fund sources); 

Budget released by national government & local 
government (on 50/50 bases) for rural roada construc
tion at minimum of 3 kms/year/prov x 50, and 2 kms/ 
year/chartered city x 5; 

EK 	budget released through HLGCD to prov/cities
for 	recurring maintenance costs inventoriedof 	 roads; 

Budget released & RRP office conducting equivalent

of 50% of project level technical training in-country 
(po3t project level); and
 

9/Equivalent maintenance/kilometer in 1980 is 
P8,500/km; the provinces are
 
required to contribute an additional 25% 
in cash or in kind.
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--	 RRP Office Monitoring/Evaluation Division esta
blished and systems operational 

(3) 	Based on experimental pilot construction using different 
combinations of labor/equipment methodologies, estimated 
increases in labor (person days) by 33 7/km over 
equipment dominant systems, and reduced oil-based energy

requirements by -3.../km when applied to new or major
rehabilitated road@ over control roads. 
The 	objective

is to develop valid reliable comparative data for policy,
planning and prograrming purposes. 

Other objectively verifiable indicators are 	specified in the 
impact evaluation design outlined in section V below. 

c. 	Output - The principal output is to permanently establish
 
(put in place) in participating provinces and rural chartered
 
cities a functional capacity to: select, plan, design,

construct (by contract or force account) and maintain rural
 
roads and bridges. The verifiable indicators that this output

has been achieved will be the actual construction of all-weather
 
roads and bridges (575 km., 4300 l.m. through 1980; and 210 knu,

4,700 lm. during the operational extension through 1982.) 10/

An equally important indicator is the effective maintenance of
 
50% or more of all roads on the official inventory by partici
pating province/cities by 1983- An additional indicator of the
 
institutional capacity of provinces and city will be existence
 
of a functional:
 

Road 	 inventory and preliminary road network plan: 

PEO/CEA 11/aesigning and monitoring construction of roads
 
and bridgeu by contract, or by force account if using

labor-based methods. (from national and local funds);
 

Additional technical assistance outputs for the 1981-1982 period 
are 	described in Section C. 3. below.
 

d. 	Inputs - The inputs are sunarized in the financial analysis 
section (Seition Ul1A) below. 

3. 	Technical Assistance Inputs
 

a. 
:nvento-y System and Road Network Planninq Consultancv
 

10/ 	Estimated total km.. 9,000 Im.of bridges;7E5 and 	 allocation of bridges
increased per kliometer of lower standard, lower volume penetration and
 
minor feeder roads.
 

11/ 	Provincial/City engineering offices.
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Technical services will be contracted (1) to update the road 
network planning (RNDP) manual including an inventory system 
for planning and road maintenance, (2) to provide technical
 
assistance for the RRP office and provinces, and (3) to
 
provide training of trainers. A combination of short term
 
consulting services from the U.S. Department of Transportation
 
(DOT) and a longer term output contract with a Filipino insti
tution (U.P. I.T.P.) or a private firm is proposed. A con
tinuing institutional linkage is important. The inventory
 
would include existing roads and proposed segments and align
ments (desire lines) proposed for construction, upgrading and
 
for annual maintenance. (The IBRD supported project is to
 
prepare a basic manual for feasibility study and final road
 
selection.) The USAID funded assistance would provide con
sultants to specifically upgrade the planning capability of
 
the Provincial Engineers' and Provincial Development
 
Coordinators' (PDS) offices.12/ Training will be held in an
 
estimated four regional locations for participating provinces
 
and 	cities.
 

b. 	Commodities. A limited amount of equipment is required to
 
support planning analysis described above and for training
 
and evaluation activities described below. For example,
 
PDS personnel have been trained in feasibility study methods
 
including the calculation of economical rates of return and
 
regression analysis. If these techniques are 
to be applied,
 
an estimated 75 programmable calculators (such as Texas Instru
ment TI-59 or Hewlett Packard HP 19C) are required. Service
 
facilities for both exist in the Philippines. Limited audio
visual, office equipment and supplies will also be procured.
 
Pertinent road construction and maintenance reference books
 
should also be procured. Because of the short time frame, it
 
is recommended that AAPC be designated as the agent to under
take immediate procurement.13/
 

c. 	Entineerin, Seminor Consultants. In-service training of pro
vince engineers on-site in improved engineering methods is a
 
critical need. Tt is proposed to hold regionally based seminars
 
on appropriate technology in 
areas such as drainage structures,
 
and 	proper select.on and application of surfacing materials.
 
Special consideration wi.ll be given to labor intensive methodo
logy, reducing unit construction costs and energy conservation.
 
Three person months of consultancy are proposed (U.S. DOT team)
 
to train central project staff and key provincial engineers as 
tr inors. 

12/ 	 Technical assistance will also be provided to participating cities,
 
City Engineering Offices, and City Development Coordinators.
 

13/ 	 Afro-American Purchasing Center--est. one year or less procurement
 
period.
 

http:select.on
http:procurement.13
http:offices.12
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d. 
Road Maintenance Management Training Consultants. Two U.S.
consultants (firm) would be contracted for 12 months (total24 m) to train trainers selected from participating provinces/cities in four region sites. The focus is to imrove thecapabilities of provincial maintenance managersplan and control maintenance operations 
to effectively

using authorized main::tenance allotments. Trial road projects using labor-basedtechniques will be emphasized, and the work will be closely
coordinated with IBRD supported technical assistance efforts.A manula will be prepared... A pilot maintenance contractalso proposed iswith a local firm to compare the efficiency offorce account, administrative road maintenance with that ofoutput contracting. 

e. Labor Intensive ConstructionMethods. 
A Philippine firm
shall be contracted to prepare a draft manual (1980) laboronintensive, rural roads construction techniques based in
Phil.ippines and other LDC experience., 
Provinces will be
encouraged 
to apply more 
labor intensive cons-truction approaches
in 1980 on approved projects. The contractor will monitor thisfirst phase. 
The draft manual approacheson will then be testedpilot roads in three to five provincesAmendment budget includes $807cToo 
in l98-82 Ihp II 

for desig-n and production"of.the manual. Based on fieldfe.:perience, the contractorwill revise the manual for provincial/city use in construc.tion (and maintenancey of rural roads where appropriate
mikes,,of labor intensive and supporting equipment 
can be use
 

f. Monitoring and ImpactEvaluation. A Phili.ppine institution or--firm shall be contracted and the services of a U.S. rural roadsevaluation consultant (U.S./DOT) secured to design and undertake
an interim evaluation (Jan-March 1981 
for base line) and the
final impact evaluation in 1983 (Jan-March).
shall draw on The RRP contractorthe RRP evaluation methodology developed under
the.USAID-assisted ESIA/WID projecL conductedadd 'tional objective of 

under NEDA. Anthis activity is to establish a Monitoring/Evaiuation Section in the MLGCD/RRP Office and develop theirstaff capacity to evaluate both GOP and external donor ruralroad assistance projects.
chart, page 10.) 

(See MLGCD/RRP Office organizationalThis activity will be closely coordinated wfth
other external donors. As part of the interim and final impactevaluations, the Filipino contractor will collect project roads
base line data in z minimue of f've provinces and one
(drawn from 50 and rural city5). It is. estimated that a team, includingan economist, sociologist, engineer, organization specialist,and assistant researc".r*5:l
*-.l be reruir,.dmately three to spend approximon :hs c iecting data on a representative crosssection of locat'ons and road types 
for both the interim and
ex-post impact evaluations.
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4. Labor-Intensive Pilot Road Projects
 

The rapidly rising coats of fuel and related costs of equipment

operations raise questions about the appropriateness of equipment
 
intensive road construction methods as compared with labor-oriented
 
ones. The advantage of higher productivity with equipment may be more 
than offset by increased unit costs of operations. Furthermore, as 
fuel costs continue to rise, the local governments will find it in
creasingly difficult to provide adequate funds 
to keep the equipment

operating. There is urgent need to carefully evaluate the situation
 
and to establish appropriate policies 
to guide the role of equipment
 
in future local government road construction programs.
 

Through funds provided under this revision, an attempt will be made
 
to modify the labor/equipment mix normally used in project implementation.

By adjusting the formula used to determine the fixed amount reimburse.
 
able (FAR) to favor the use of labor over equipment in such tasks as
 
loading and unloading of trucks and excavation as well as through en
couraging design change to substitute spread-footing for driven pile,

where feasible, the percent of labor utilized may be increased. As
 
shown in 
item IV of the Revised Project Implementation Schedule
 
$500,000 of the funds from RRP II, 
Amendment II is being recommended
 
for this experiment in 4 or 5 provinces. MLGCD/RRP has indicated a
 
willingness to explore the area of increased labor.in project implemen
tation and several governors have assured support in their respective

provinces. Two tables showing estJeates of the expected change follow.
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Table I 

COMPARATIVE STUDY 

CAPITAL VS. LABOR INTENSIVE METHOD
 

ROAD PROJECT 

I T E M 	 : CAPITAL : LABOR : DIFFERENCE 
: INTENSIVE : INTENSIVE : DECREASE INCREASE: 

FIX AMOUNT REIMBURSEMENT : P498,000.00 : P485,000.00 : P13,000.00 :
PROVINCIAL COUNTERPART : 248,260.00 : 199,848.00 : 48,412.00 : 
TOTAL PROJECT 	COST : 746,260.00 : 684,848.00 : 61,412.00 :
 

PROVINCIAL COUNTERPART : 	 :33.37. 	 29.27. 4.17
 

MAN-DAYS 
 : 1,940 	 : 5,814 : : 3,874

LABOR COST Pf 43,771.00 : 112,876.00 P
169,105.00

COST/MAN-DAY 	 : :P22.56 ?19.42 : P3.14 

MACHINE-HOURS 
 . 5,962 4,796 : 1,066
FUEL COST P211,023.00 P206,125.00 P 4,898.00
COST/MACHINE HOUR : P36.00 P42.98 : 6.98
 

DURATION OF PROJECT 
 185 	 263 :
: 	 78 
(WORKING DAYS)
 

NOTE:
 

1. PROJECT COSTS DECREASED:
 

FIX AMOUNT REIMBURSEMENT (FAR) BY 2.6
 
PROVINCIAL COUNTERPART (PC ) BY 19.5% 
TOTAL PROJECT 	COST (TPC) BY 8.27.
 

2. MACHINE-HOURS DECREASED BY 19.27. 
FUEL COST BY 2.37.
 

3. LABOR COST INCREASED BY 157.W; 
WORKING TIME INCREASED BY 42.2%
 

http:4,898.00
http:P206,125.00
http:P211,023.00
http:169,105.00
http:112,876.00
http:43,771.00
http:61,412.00
http:684,848.00
http:746,260.00
http:48,412.00
http:199,848.00
http:248,260.00
http:P13,000.00
http:P485,000.00
http:P498,000.00
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Table 

COMPARATIVE STUDY 

CAPITAL VS. LABOR INTENSIVE METHOD 

BRIDGE PROJECT 

ITEM : CAPITAL : LABOR : DIFFERENCE 
INTENSIVE : INTENSIVE : DECREASE : INCREASE 

FIX AMOUNT REIMBURSEMENT :tl,227,000.00 :11,089,000.00 :fl38,000.00
 
PROVINCIAL COUNTERPART 

TOTAL PROJECT COST 


PROVINCIAL COUNTERPART 


HAN-DAYS 

LABOR COST 

COST/HAN-DAY 


MACHINE-HOURS 

FUEL COST 

COST/MACHINE HOUR 


DURATION OF PROJECT 

(WORKING DAYS)
 

NOTE:
 

494,640.00 : 409,818.00 : 84,822.00 
: 1,721,640.00 : 1,498,818.00 : 222,822.00 

: 28.7% 

: 11,547 
:7 221,228.00 :f 

P19.16 : 

4,602 : 
:P 158,844.00 :7 
: ?34.52 

: 154 

1. PROJECT COSTS DECREASED:
 

FIX AMOUNT REIMBURSE?4ZNT 

PROVINCIAL COUNTERPART 

TOTAL PROJECT COST 


2. 	MACHINE-HOURS DECREASED BY 

FUEL COST BY 11.7. 

: 


27.3% 1.4% 

14,449 : 
281,150.00 :.59,922.00 

19.46 :: 

2,902 

O.30 

3,961 
140,261.00 
P35.41 

: 641 
:f 18,583.00 

: 0.89 

191 : : 37 

(FAR) BY 11.2% 
(PC ) BY 17.27. 
(TPC) BY 12.9% 

13.9% 

3. LABOR COST INCREASED BY 27.17.
 
WORKING TIME INCREASED BY 247. 

http:158,844.00
http:221,228.00
http:222,822.00
http:1,498,818.00
http:1,721,640.00
http:84,822.00
http:409,818.00
http:494,640.00
http:fl38,000.00
http:11,089,000.00
http:tl,227,000.00
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Table 3
 
Provincial Rural Road Development, 1974-80
 

'ural Roads Constructed or to be Constructed under AID Assistance
S I P 
 RRP I 
 RRP II
;toad - Brid es Other DonorRoad Bridge Road Bridge TOTAL AID IBRD 
Lanm LMKin L 
 Km LM u 

,- o. eQ 45,00 3.26 75.00 20.96 204 
 27.22 324.0

:3.50 2.0 18 2.0 21.5

1.4 9.4 
 1.4 9.4
'6.40 88.1 802.0
21.735 117.00 
 11.0 195 
 50.335 444.4
60 27.510 606.50 
 24.27 316 
 106.78 1940.1
12.26 237.00 
 11.07 191 
 36.73 779.0
10 1.0 93.0 14.0 204 
 17.14 352.0 199.1 
 1432.4
,0 13.44 18.28 
 18.27 1'5.8 
 79.11 537.08

9.00 221.0 16.44 'jOo 
 112.44 1193.0


28.68 113.5 
 15.56 
 112 67.86 350.5
21.47 65.95 
 16.53 184 
 115.48 632.9530.61 106.2 27.81 52 160.06 848.218.47 52.0 9.92 80 63.39 255.0 a)0 13.17 69.0 4.5 65 36.94 418.0 
1.0 24. 1.0 24.0 102.5 972.010 15.0 164.0 10.5 175 43.8 644.3 
2.5 4.0 2.5 4.0

15.0 15 18.36 15.010.0 312.0 16.5 136 29.91 700.0 
1.5 30 1.5 30.0)0 2.63 77.0 9.62 131 16.75 240.0)0 9.32 30.0 12.5 116 26.46 164.0

)0 2.5 22.0 3.84 18 7.34 76.0i0 2.0 6.0 12.11 27 16.11 53.6 104.9 424.8)0 4.0 15.0 16.27 43 21.27 
 101.0
 
)0 4.1
40.92 68.0 7.6 18.0
42.87 17.4 
 90.89 85.4 
 152.5 641.9
 

34.76 49.0 
 34.76 49.0
4.0 
 6.0 12.0 26.4 
 16.0 270.0 162.9 368.8
) 7.26 
 7.5 56 
 19.09 75.0
 
3.0 36 
 3.0 36
 



Provincial Rural Roads Constructed or to be Constructed under AID AssLstanceFLOOD itEIAB S I P RRP I
Road Bridge Road Bridge Road Bridge 
RP E(
 

Road Bridge TOTAL AID 
 IBRD

KIM LMi 
 Km La 
 Kmi tM 
 Km 
 Kil lie
 

46. egros Oriental 

47 2.89 133.0
Bohol 2.89 133.0
50. Zamboanga orti 
 3.8 1it.0 3.0 10.012.96
51 Occidt* 96 12.96 96.0
 

1isamis 12
1.5
52 Mlsamis Orient. 1.5 12.017.54 66.1O 
 6.47 84.8. 1.4
53 Agusan Norte 68 25.41 218.91.96 44.00 1.712 48.0
54 Agusan Sur 6.26 50 9.932 142.02.00 24.00 1.26
55 Surigao del Sur 7.bS 56.4 10.91 80.4
 
56 Zamboanga Stir 3.5 40 3.5 40
 

1.5 1.5
57 L nao del Nort, .4 . 4 
58 Lanao del Sur 2.4 24 2.4 2460 Nt)rth Cotabat., 
 t 2.0 4.0 1.0
2.0 14.061 4.06? South Cocabar.
Davao Sar 0.50 257.68 60.8b 805.0 
 27.5 98 
 88.86 160.68
6.68502.
63 Davao Str~
63 Davao Norte 
 88 106
311.45 9.23 45 9.23
11.0 443.2 45.0
65 Sol1u 30.63 303.75 41.63 105H.4 

14.2
ira a I awan 33 14.2 31-413.63 120.5 26.67 378.0 24.93 15571 Sultan ta;-at. . 
4.5 18 
 4.5
72 Baslan 4.0 4.0 

IH.O 

Cit Les 

AO Puarto Princes.i 
AY Roxas 4.9 23.0 4.9 23.0 
'E Cagavan de Oro 4.1 44.2 4.1 44.2 

5.9 
 5.91,x Za nboaiiga 

OY ngapoOtongapo 2.0 40.0 2.0 40.01.7 15.0 
 1.7 15.0
Naga 
34.0 34.0 

TOTALS 
 456.4 4459 
 115.92 1557.13 
 406.207 4233.43 
 577.95 4339.95 
 1556.4 7 14589.51 

http:14589.51


. 17 -

In addition to the provincial level capacity-building objectives

(original purpose and goal level statements) of both RRP I and I1, the
 
intent was to improve provincial roads to all-weather standards to
 
complement other USAID-supported and GOP rural development projects and
 
programs: Increased rice production (M-99), land reform, small scale
 
irrigation, cooperative development, rural electrification, health,
 
nutrition, population, etc. To the degree feasible, selection of the
 
remaining sites will take into account proposed or on-going -development
 
projects supported by USAID and the GOP. 
The 1978 and 1980 impact eva
luation provided evidence that improved roads were a pre-condition to 
social and economic development particularly to provide access for other 
government programs within road influence areas. 

2. Relation to Other Donor Assistance Proiects 

Rural road improvement is an integral part of the overall GOP rural 
development strategy to meet infrastructure needs. Major road improve
ment activities began in 1969 following completion of the Philippine
Transport Survey (PTS), a two-year study conducted by IBRD with UNDP 
financing. The PTS recommended improvement of 6,000 kms of priority
national roads, reorganization of the highway administration, and improve
ments in road maintenance procedures. Most of the priority roads systems
 
identified in the PTS have been or are being improved with government
 
resources supplemented by assistance from IBRD, ADB, AID, Japan and 
Australia. Between 1969 and 1979 approximately 4,800 kms of national 
roads and 5,200 kms of provincial roads were constructed or improved.
.In the four major AID-assisted projects, approximately 2,000 kms will 
have been constructed or improved between 1974 and 1982. The challenge

is to adequately select, fund and construct those roads with relatively 
higher economic and social returns with the limited resources available.
 

As provincial capacity is significantly upgraded and institutionalized, 
which is the objective of RRP I and II, the increased absorptative
capacity ot local governments will require a higher level of local, GOP 
national and external funding. Since 1977, efforts have been underway
to bring all external donor assistance for rural roads under the Ministry 
of Local Government and Community Development (MLGCD), both to continue 
institutional development of local governments, and 
 to assure adequate

funding to Rustain the momentum of rural roads improvement and mainte
nance. 
The MLGCD in turn works directly with the provincial governments.

The direction has been one of increased decentralization of responsibi
lity including substantial local budget contributions. An AID-supported
 
real property tax administration project is expected to develop the capa
city to generate increasing amounts of local revenue - a portion of which 
will be nllotted for rural roads. 

The IBRD and ADB have announced plans to support rural road projects 
to be implemented through the MLGCD._ / Both have announced objectives
 

17/ 
 An IBRD loan was signed in early May 1980 for S62 million.
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and procedures consistent with those of the previous and current
 
MLGCD/PDAP projects assisted by USAID. Further, the Australian
 
government (through the PADAP) is providing rural roads assistance
 
under the Zamboanga del Sur Development Project and the Samar Inte
grated Area Development Project. Both are cooperating with the MLGCD
 
RRP Office. It is against this background that the Mission has modified
 
RRP II to facilitate further transition from AID to multiple donors.
 

This RRP II revision also represents a possible transition from a
 
capital intensive approach to more emphasis on labor-based methods of
 
infrastructure development and maintenance. The technical assistance
 
element provided under the project for pilot and demonstration construc
tion and maintenance projects is relevant for other donor design con
sideration. The IBRD carried out a recent study analyzing the potential 
and constraints of labor-based construction in the Philippines and will 
also test some approaches.j&/ The USAID/GOP assisted technical assist
ance program is designed to improve the capability of the KLCCD/RRP 
office to effectively monitor and supervise project construction and road
 
maintenance while concurrently transferring necessary skills to province
 
staffs. Over the longer term, the trained provincial staffs are ex
pected to transfer some of these skills and systems to the municipal
 
level, particularly to the barangay construction and maintenance program.
 

Based on discussions among donors, working agreement has been reached
 
to largely standardize procedures for rural road assistance on:
 

- feasibility study methodology (IBRD consultants are revising the 
manual) 

- road inventory network planning (AID and IBRD); AID specifically 
looking at road inventory methodology for planning and maintenance. 

- primary implementation of construction work bycontract where 
clearly feasible with local government resources being directed 
to force account maintenance activities. 

- a reimbursement scheme designed to accoumodate varying fiscal 
capacities of the provinces. 

On one point however, USAID/Philippines, governors and the pro
vincial engineers feel that where prior RRP provinces have the capabi
lities to do design in house and administer construction contracts,
 
that these functions continue to be decentralized rather than doing
 
them at the national MLGCD level as considered in the IBRD assistance
 
project. A complimentary objective should be to continue to build
 
provincial capacity.
 

18/ 	 Report on Proposed Pilot Project for Labor-Based Construction,
 
Philippines Rural Roads Appraisal Mission Labor-Based Technology,
 
prepared by K.C. W. James, Consultant, Scott Wilson Kirkpatrick &
 
Partners, November 1979.
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IBRD proposes to provide organization, management and technical
 
assistance to the MLGCD Rural Roads Project Office in Manila with a
 
view toward upgrading their capacity to carry out the long 
term functions
 
and responsibilities of rural roads development. 
The focus of AID's
 
limited technical assistance over the next two years is to test inno
vative approaches at the provf.nce level and be complimentary to IBRD's
 
national level assistance. 
Both are designed to facilitate the estab
lishment of a competently staffed, permanent Rural Roads.Program office
 
which will act as 
a clearing house for all foreign assistance to GOP/

local government roads programs.
 

The transfer of local (barangay) road construction and maintenance
 
responsibility from the Ministry of Public Highways (MPH) to MLGCD in
 
early 1980 further establishes the basis for this institutional devel
opment. 
The AID assisted RRP I and II projects were instrumental in
 
creating the conditions for this transfer of responsibilities. The 1980
 
local election and the general GOP policy to decentralize and devolve
 
authority to local governments, plus MPH requirements to focus on only

national roads were also contributing factors in this reorganization.

Both the GOP and the external donors recognize the requirement to build
 
this permanent capacity--policy change, systems development and tech
nical staff development. The MPH, Bureau of Barangay Road, which has
 
considerable technical experience and equipment resources will be trans
ferred to MIWCD. A further requirement will be to integrate district
 
resources with provincial engineering offices. External donor support

may likely be required. This is one 
level lower than current AID and
 
IBRD assistance projects.
 

The IBRD assisted project represents a departure from their previous

rural roads assistance effort in the Philippines in that the MLGCD is the
 
Implementing agency. 
This allows the Bank to work more directly with
 
provincial governments and provides the potential to build upon and en
large earlier institutional and capacity development undertaken through

the Local Development (grant TA) and Rural Roads Projects assisted by AID.

Four provincis (Iloilo, Cebu, Aklan and Quezon), of the six included in
 
the Bank's initial assistance project are full participants in the RRP II
 
roads project while the remaining two (Camarines Norte and Ilocos Sur)

have completed the pre-RRP qualification requirements. These provincies

will be phased out of RRP II as the Bank supported activity gets underway.

A follow-on IBRD project proposed in 1982 would add fifteen new pro
vinces. Preliminary studies are currently underway in proposed pro
vinces.
 

The ADB has informally advised that it will initiate assistance in
 
six provinces in late 1980 or 1981. Construction would begin in 
1982.
 
MLGCD will likeiy direct the 
resources of otner pori:ntinl donors to
 
provinces with PDAP or RRP experience due to their higher degree of
 
institutional qualification.
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B. Summary of Socio-Cultural Feasibliicy 

The rural development efforts of the GOP have been found to be
 
greatly complimented by and 
to a degree even dependent on roads for
 
success. 
The degree of success of all of thes, is closely related
 
to the degree of physical contact possible between the government and 
the rural poor. Without access routes, the needy and government pro
grams are rarely brought tugether. In 1979, a survey conducted among
Bicol local officials found that desire for improved transportation

routes ranked ahead of all other aspirations.129/ Rural road continues
 
to be socially feasible and popular in the lowland Filipino community.

The social soundness analysis of the project paper found roads "vit4l
 
to the development of the culture in its mortem phase." 
Similarly,

rural roads are feasible in the developing communities of uplcnd

Filipino cultures.
 

The Bicol study mentioned above indicates that after the construc
tion of all-weather roads trips by rural residents for social purposes
 
more than doubled. The 1978 evaluation of six RRP roads shows positive

effects on school enrollment and information diffusion from completed

roads and bridges. 
 In all respects the social analysis presented in
 
the project paper remains valid for this revision.
 

C. Sunmmary Technical Feasibility
 

Over the course of RRP I and II, some overdesign has become evident.

The "Technical Analysis" provided in Annex C discusses some of the under
lying causes for this. Modifications are provided that will require

application of more appropriate design. It is expected that this will
 
greatly assist the local government units in overcoming anticipated

curtailment of planned road systems and allow the original project

projections to be approached or exceeded.
 

As a part of the effort to introduce more acceptable maintenance
 
practices and upgrade road maintenance performance this revision

requires that in other than exceptional circumstances all roads and
bridges financed will be constructed under contract to free the equip
ment of the local governments for proper care of existing roads. 
Section III-B explains the relationship of contract work and local 
maintenance more fully. Briefly, it is felt that requiring peoper

maintenance, and assisting in its realization is highly beneficial to
 
the development of the private sector role in building an adequate
transport infrastructure. Maintenance management training for local 
governments is the most significant comnonent of the technical assist
ance packae of this revision. 

19/ See Annex B for a detailed discussion of r.he ,1ti]. Sondnpqs 
Analysis.
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III. FINANCIAL PLAN
 

A. Financial Plan Analysis
 

1. Summary
 

Tabular summaries of the additional budget, and its relation
to the overall RR II Project funding are shown in Table 4.
detailed estimates are shown in Annex D. 
More
 

The total project extension cost is $20 .853uillion, with AID providing 48.5% and the
host government (MLGCD, LGU's and NEDA) 51.5% of this amount.
 

2. AID Contribution
 

The $10.117 million USAID contribution will be utilized for
I major components: construction/improvement of rural roads
and bridges ($9.359 million), A&E services ($258,000) and other
technical services/commodities ($500,000). 
 About 3% ($279,000)

of the AID funds will be used 'to cover the direct foreign exchange

costs of commodities and U.S. consultancy services.
 

Within*these components, the labor-intensi-ve construction pilot projects comprise $1.5 million of the $9.359 millior
planned for construction/mprovenent of rural roads and bridges
-the manual on labor-intensive construction and maintenance will
be $80,000 of the technical services and commodities component

of $500,000.
 

The $9.359 million earmarked for construction of roads and
bridges represents a decrease in AlD contribution to this project
component from the usual 75%, of total construction cost under
RR I and II, to 507.. 
 This will not, however, decrease the FAR
value of subprojects which LGU's.will receive, since the 25%
balance will be shouldered by MLGCD and advanced to provinces/

cities upon initiation of construction.
 

3. 
Host Government Contribution
 

The host government contribution will amount 
to $10.736 million,
or 
51.5% of the total project extension cost, fully satisfying the
requirements of Sections 110 (a) and 208 (e) of the FAA. 
This will
come.from 3 sources: 
 MLGCD ($5.957 million) to cover the P1O administrative expenses, local training and 25% of construction costs;
LGUs ($4.679"million) to cover 
the 25% of construction overhead and
related counterpart costs; and NEDA ($0.1 million) to continue
trustfunded Filipino (USAID) engineers through 1982 to provide
technical assistance and jointly inspect and verify subproject
 
cons truc tvin.
 

The host government (IGCD) will provide in their budget
P70,192,500 (dollar equivalent of 
$9.359 million) which will be
used to reimburse LCUs after completion of subprojects pending AID
reimbursements to HLGCD. 
The LGUs on 
the other hand will provide
in their annual budgets the total (1007.) subproject costs, with
the reimbursements (25%' from KCCD and 507. from AID provided funds)
reflected as anticipated income.
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4. Cost Escalation and Contingency
 

All cost estimates are based on 1980 prices. 
Estimates of
compounded cost escalation are 
15. for 1981 and 10% for 1982
and 1983. Contingency funds at the rate of 15% 
have likewise
been added. Dollar peso conversions were based on 
the exchange

rate of $1 = P7.50.
 

5. Fixed Amount Reimbursement (FAR) Procedures
 

The GOP, through the MLGCD, will make annual budget releases
specifically for this project in sufficient amounts to cover all
projected sub-project construction costs (50 
of total constructioncosts). 
 Upon completion of a useable segment of construction
in conformity with previously agreed upon plans and specifications,
AID will reimburse th. fixed amount agreed upon utilizing standard
Mission FAR procedures. 
 These will be spelled out in detail in
implementation letter(s). an

AID reimbursement will be made in pesos
under the direct reimbursement authority (DRA) mechanism.
 

The costs 
that are eligible for reimbursement will be reviewed
and approved by AID and detailed in the formal FAR agreement. Costswill be calculated in Philippine pesos and peso reimbursement will
be made upon re.eipt of application for reimbursement from GOP, computed at the prevailing rate of exchange for U.S. dollars being used
by the U.S. Treasury Regional Disbursing Officer in Manila on the
date of disbursement. AID reserves the right to inspect completed
subprojects as well as 
to monitor progress over the period of
construction 
to determine eligibility for reimbursement.
 

6. Interest Rates and Terms of Payment
 

The cooperating country shall pay the AID loan in U.S. dollars
within forty (40) years from the date of first disbursement of the
loan including a grace period of not to exceed 10 years. 
 The
cooperating country shall pay interest to AID in U.S. dollars from
the date of first disbursement of the loan, at the rate of (a) twopercent per annum during the first ten years and (b) three percentper annum thereafter, on the outstanding disbursed balance ofloan and on any due and unpaid interest accrued thereon. 
the 
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5. Maintenance Budget Sytem and Sustained GOP-Other Donor Aid 
to Rural Roads Proaram 

1. Road Maintenance
 

MLGCD/PDAP and USAID are addressing the critical need for better 
road maintenance. Initial corrective measures were taken in RIP 11 
by orienting the provinces toward now construction by contract, 
thereby freeing available Government owned equipment and personnel 
resources for performance of road maintenance. Further, MLGCD/PDAP 
and USAID developed a maintenance management manual (Administrative 
Procedures Handbook f6), and In 1979 provided M W Oeua-management 
training sponsored by the Bicol Roads Proj. This and her ex
parience demonstrated that provinces lack two b c requir ents for 
adequate and effective road maintenance: (a) centive, a d 
(b) expertise in management of resources (persnal, equ 4ment and
 
budget).
 

USAID proposes to direct training to the provincial level
 
engineers and administrators, in coordination with IBRD sponsored
 
technical assistance and reorganization efforts at WGCD national
 
headquarters. AID will provide provincial level maintenance manage
ment training, establish strict procedures to quantify the physical
 
output and budget performance of each province and tie annual bud
getary allocations to a vartably ositive r
 

The greatest weakness in the Philippines road sector has been 
inadequate road maintenance. In an attempt to redress this situation, 
a maintenance study was carried out, and a five-year program for
mulated by the IBRD. This includes, for the six provinces taking 
part in the project, the procurement of maintenance equipment, con
struction or improvement of workshops, and technical assistance to
 
strengthen the managerial capacity of the provinces and the improve
ment of the work of maintenance crews. The AID contribution, noted
 
above in I.A.3 has been carefully coordinated with the Bank's plans
 
and is presented in more detail in Annex 3. The recently assigned
 
responsibilities of MLGCD in the maintenance effort are noted in
 
II.D., above.
 

2. Road Maintenance Costs
 

Current average annual maintenance costs per kilometer of road
 
and per linear meter of structure built under Rural Roads Project I
 
and II are as follows: 

Roads: P/0 ) 
Structures: P!LM ) 

Gravel. Roads 4168
 
Asphaltic Concrete Roads 1701
 
Portland Cement Concrete Roads 1276
 
Bridges (RCDG) 425
 
Spillways 851
 
Box Culverts (Average cost: 4 sizes) 85
 

Concept of EMK:
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Thei COP calculation of DK is intended to include the cost of 
bridge maintenance within the estimated average annual cost of road 
maintenance stated in P/U!. However, this has createda budgetar7 
problem for provinces which by reasons of natural terrain have more 
than the average number of bridges; their annual road maintenance 
allocations tend to be inadequate to cover total maintenance costs
 
for proper maintenance. This problem becomes more acute if most of 
the bridges are either timber or bailey. 

Under RRP I and 11, an average of 8.71 linear meters of bridge
 
were constructed per kilometer of road constructed.
 

Calculations of Averae Annual Maintenance Costs/KM
 

1 ku. of gravel surfaced road 04,168 
8.71 l.m. of bridge @ 14.25/1.m. 3.701 

TOTAL 17,869 

On that basis, the above calculations indicate that for the
 
"average" road constructed under RRP I and II an allocation of
 
P8,506.5/km20/ is adequate.
 

However, we must consider whether it is feasible and preferable 
to allocate maintenance funds based on the actual number of linear 
meters of bridge separately calculated from the number of kilometers 
of road. Likewise, the quality of the road (whether gravel, asphalt, 
or concrete) and bridges (RCDG, timber, bailey), and topography of 
the area should be taken into account. 

IV. 	IMPLEKENTATIO PLAN
 

A. Implementation Schedule
 

The revision of the project as described does not extend its life. 
Implementation is ahead of schedule while the absorbative capacity of the 
local government units continues to expand. Actual road and bridge con
struction will be spread rather evenly over the remainder of 1980 and 
all of 1981. 

20/ 	Of this amount, 15,671 (2/3) is provided by the Central Government
 
and f2,835 (1/3) is funded by the provinces.
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B. 	Elinible Provinces 

In order to focus support on a consolidated group of participating

provinces and chartered rural cities, support will be provided to an
 
estimated 30 provinces and 3 cities out of the current 50 provinces

and 5 cities participating in the Program. Bases of the selection
 
will be as follows: 

1. 	Priority will be given to provinces/cities in the 3
 
administrative regions targeted for support under the 
USAD/Philippines FY 83 CDSS, i.e., regions V, V1 and VIII. 

2. 	 Provinces included in foreign-assisted road projects, e.g., 
IBRD, ADB, PADAP, etc. will not be included. 

3. 	Financial and technical capacity of provinces/cLties to
 
undertake projects based on the FAR scheme. 

4.. 	 quality of performance under RR I and II. 

5. 	Providing peace and order situation in the area.
 

Taking into consideration the above criteria, tht 30 provinces 
and 3 cities were identified. They are as follows:21/ 

Cagayan 	 Eastern Samar 
 Agusan Sur
 
Abra Western Samar Davao Norte
 
Pangasinan Palawan So. Cotabato 
Zamba les Capiz Sulu 
Tarlac Antique Misamis Occ.
 
Pampanga Negros Occ. Bataan
 
Bulacan Leyte Zamboanga Sur
 
Camarines Sur So. Leyte 	 Batangas 
Albay 	 fisamis Oriental Roxas
 
Sorsogon 	 Agusan Norte Cagayen de Oro
 
Northern Samar Negros Or. 	 P. Princess
 

C. 	 Implementation Arrangement 

1. 	 GOP 

Implementation of the revised portion of the project will 
continue as described in Part 3, A of the Project Paper. The 
revision offers the possibility of AID, in conjunction with IBRD 
and ADR, directly assisting the MLGCD in the establishment of an 
of'fice within MIGCD capable of administering the broader rural 

71/ Substitutions may be made in 
a very limited number of instances due
 
to unforeseen problems.
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roads program of the GOP. This is seen as a single central office 
through which all foreign assistance to local governments for roads 
and bridges will ultimately pass. The diagram presented in Annex 
shows the fuiction and relationships of this MLGCD/RRP Management 
Office. ?UGCD, upon the signing of the rural roads loan with.IBRD
 
in April 1980 agreed to the creation of this office. The matter
 
of MICUD identifying and hiring adequate numbers and technically
 
qualified personnel for the Management Office requires Civil Service
 
Cmission approval of the new office and the new positions it
 
requires. Efforts to secure this approval are underway with no
 
major barriers expected.
 

The change in the formula for financial inputs which reduces
 
AID's contribution to 507. has been described above. A change at 
the local level will be the general requirement to perform con
struction by contract to allow local resources to be diverted to 
maintenance functions. It is, however, intended to also experiment 
with an approach to maintenance by contract. 

Training and comodities designed to upgrade the overall imple
menting and maintenance capability of the MLrC1n/RRP Management Office
 
and that of the local government units is included in the technical
 
assistance component described above.
 

2. USAID
 

USAID through the Office of Rural Development will provide a
 
project officer and a staff of seven Filipino civil engineers and
 
program specialists to support and monitor implementation. The
 
USAID Capital Development Office will furnish loan officer and
 
engineering expertise as required.
 

V. EVALUATION ARRANGEMENTS
 

A socio-economic impact evaluation was completed in June 1980.
 
This study was one of the Administrator's Impact Evaluations. While
 
the work was timely and findings especially valuable for shaping this
 
revision, both the collection of data and the analysis are geared to
 
the particular needs of AID/W. An in-depth evaluation remains to be
 
done. Current plans are for a very thorough special evaluation to be
 
in the final quarter of calendar 1981.
 

In early 1981, a firm will be contracted to collect baseline data
 
to be utilized in the final impact evaluation to be conducted in early
 
1983.
 

XLGCD/RRP personnel have agreed to the establishment of a permanent 
"Monitoring and Evaluation Section" oithin che :UP Management Office. 
Details of the plans for the final in-depth evaluation and establishment 
of the office are provided above in 1.5.3. 

The evaluation system built into the project whereby each participant
 
local government unit periodically evaluates designated roads and bridges
 
built under the loan will remain in effect. Rural Roads Administrative
 
Procedures Booklet No. 7 provides full details of that system.
 



NARRATIVE SItNHKARY 

Goal 

To improve quality of life of the 

rural poor. 


Sub-goal 


1. 	Increase agricultural 

productivity and total pro-

duction;
 

2. 	Increase coiniercial 

enterprise activities.
 

Purpose 


I. 	To increase efficient road 

access for rural poor 

between agricultural & 

fishery ar.as & market/ser
vice centers--(a) loweging 

transportation costs of 


RURAL ROADS II PROJECT PAPER REVISION 
PROJECT DESIGN SUMMARY LOGICAL FRAMWORK 

OBJECTIVELY VERIFIABLE INDICATORS 

By 1983, within the road influence areas: 


-
 Average per capita income increased 

significantly.
 

- Average productive labor employment of
 
men and women demonstrably increased.
 

- Perceived quality of life raised. 

By 1983 contribute to: (in influence area) 


1. 	Average crop intensity increased from 

I to 1.3 and cash crop equivalent
 

increased by 30.
 

2. 	Average number of small enterprises
 
increased by 30 in areas newly served
 
by all-weather roads.
 

EOPS (Selected Indicators)
 

1. 	Within natural barrier influence areas 

of constructed roads (est. 2-3 kms.) 

by 1983: 


a. Lower average transportation costs
 
or productive inputs and marketing
 

MEANS OF VERIFICATION 

(Values to be re-escablished
 
in 1980 and 1981 base-line
 
studies and evaluations.)
 

(Base-line surveys and
 
project evaluations
 
1980-83)
 

(Baseline surveys and
 
final impact evaluation
 
1983)
 



Purpose 


production inputs & market-

ing, (b) increasing acess 

to commercial and public

services/facilLties, 

(c) catalyzing rural devel-

opment. 


2. 	To institutionalize a perma-

nent capacity and comitment 

at national and local govern
ment levels to fund and 

implement a sustained Rural 

Roads Program. 


3. 	To demonstrate increased 

employment and reduced 

energy demand in labor-

based pilot road projects, 


EOPS (Selected indicators)
 

(Ag and Fishing) on new or upgraded
 
roads by 30%.
 

b. Visits by ag extension, health/nutrLtion/
 
family planning increased by 30 (assume
 
personnel potential exists).
 

c. Number of etudents in school (primary/
 
secondary increased by 20%.
 

d. 	Frequency of personal trips per house
hold increased by 50% (employment
 
related or social services).
 

2. 	Year following completion of project: 


a. HLGCD continuing Rural Roads Program 

in all 50 provinces & 5 rural cities
 
(from solely GOP and/or GOP & other
 
donor fund sources).
 

b. 	Budget released by national government

& local gov't (on 50/50 basis) for rural
 
roads construction at minimum of 3 km/

year/prov x 50, and 2 km/yr/chartered
 
city x 5.
 

c. 
E4K budget released to prov/cities for
 
recurring maintenance costs of in
ventoried roads through MLGCD.
 

d. Budget released & RRP-HO conducting
 
equivalent of 50% of project level of
 
training in Phil. (post project level)
 

e. RRP-HO Monitoring, Evaluation Division
 
& system operational.
 

(Base-line surveys and
 
final impact evalua
tions 1983).
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EOPS (Selected indicators) MEANS OF VERIFICATION 

3. Ent. increase in labor (person days) 
 Results of controlled

by 	____7/km over equipment dominant trials in 1981. 
system, and reduced oil based energy
requirements by _.__!km, in new or 
major rehab and over control roads.
 
Demonstrate comparative advantage.
 

Output 
 Indicators
 

1. Capacity of participat-
 a. All-weather roads and bridges 
 Inspection and reports

ing provces and rural 
 constructed/improved: Total 575 km. 
 by 	GOP/RRP-USAID staff
chartered c£ttes function-
 and 4,340 l.m. through 1980; grand
ally in place to select, 	 and A&E contractor.
total 785 kms & 9,000 l.m. thrazigh
plan, desft.,:, construct 
 1983.
 
and maintain rural roads
 
and bridges. 
 b. Participating prov/cities physically
 

maintaining 50% of official roads
2. Completed pilot projects 
 inventory by 1983.
 
using labou-based/minimum

equipment system for road 
 c. Participating provinces and rural
constructin/maintenance. 
 cities ith functional:
 

--	 Road inventory and pre-road 
network plan; 

PEO/CEO designing and monitoring

construction of roads and bridges
 
by contract, or by force account
 
if using labor-based methods.
 
(from national and local 
unds);
 

--	 PEO/CEO maintaining provincial class 
roads and bridges by force account 
(from national and local funds). 

2. 
Three to five provinces and one city 
 Evaluation by GOP/RRP-USAID

implementing pilot with FAR construc-
 staff. Consultant report,
tion value of $1.5 million from loan. 
 3.e. below.
 
One contract labor intensive mainte
nance pilot project implemented.
 



Output 
 Indicators
 

3. 	Technical Assistance 1981-82 3. 
Est. person months or output contract 3. PlOs, PILe, contractor
 
Output reports and GOP/R.P
a. A&E contract supervision U.S. Filipino 
 TA/Monitoring
 

b. Other
 
(I) Road inventory/planning
 

systems 
 3 mm Institution/Firm TA/Manual/Trng
 

(2) Cormnodities (Calculator/
 

pub.) 
 - Institution/Firm Units rec.
 

(3) 	Eng. Seminar Consultants 3 mm 
 Training
 

(4) 	Road maintenance mgt trng 
 24 nn 	 TA/Trng/Manual
 

(5) Labor-based methods 1 mm Firm/InstLtution TA/Manual
 

(6) onitoring/Impact 
 3 mm Institution TA/Survey/Reports
 
Evaluation
 

w 
4. 	 GOP Training - 1981 4. 	GOP/RRP reports, ,
 

contractor reports.

a. Province/regional level 
 a. Est. 2,000 person days (in 4 regiors)
 

b. Ministry level (RRP/MO) 
 b. Est. 200 person days (at RRP/MO)
 

Input 

See 	financial plan tables.
 

U.S. 

GOP 

National
 
Local
 

Total
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Social Soundness Analysis
 

In the interests of promoting total human development, the Philippine
Government has adopted measures intended to uplift quality of life of the
 
rural poor. In this regard, programs are being carried out to provide

social services and facilities. 
The most substantial accomplishments may
be found in agrarian tenure reform which has outlawed the "share-tenancy" 
system and converted farmers to either leaseholder or amortizing ouners. 
The program is supported by a supervised credit scheme wish no collateral,

formation of compact farms, pre-coop and cooperative organization including

price subsidies and direct purchase by government institution which has

substantially increased agricultural producti6n. 
Other programs aimed at

health and nutrition, family planning, education and culture, housing,
 
manpower development, youth and sports development, children, women and

workers welfare are under implementation. The success of all of these is

related to the existence and quality of rural roads. 
 Without access routes
 
government programs and the rural poor are rarely brought together.
 

Clearly therefore, adequate rural roads 
are needed in addition to other
 
capital projects in order to exacerbate the rural poor.
 

1. 	Socio-Cultural Feasibility
 

Socio-cultural desirability of rural roads is best exemplified in a
 
survey of 221 barangays in RLnconada Area in Camarines Sur wherein
 
the Barangay officials were asked to list the area's 3 major problems

giving 3 points for the lsc, 2 points for the second and I point for
 
the third.L/
 

The 	need for more improved roads and bridges received the hi hest
 
point, 252, over irrigation (204) and drinking water (203).-


The result is consistent with the transport conditions of the area
 
where_ 48% of the Barangays are accessible only by foot or carabao
 
path.-Furthermore, this substantiates an earlier study which shows
 
that 41% of the total settlement area in the province of Camarines 
.
 
Sur 	holding 45% of the population is accessible only by footpaths._ /
 

From a social standpoint, rural roads would have the following functionn:
 

a. 
Move farmers more fully into the orbit of a growth oriented market
 
economy;
 

b. 	Facilitate Government agency programs including social programs
 
supported by AID;
 

c. 	Generate social interest 
and cultural practiccs among project
 
beneficiaries.
 

l/ Rinconada Integrated Area Development Feasibility Study, Social 
Soundness Analysis, March, 1979, p. SSA 20. 

2_/ Ibid. 
3/ Rinconada Integrated Development Area Project Feasibility Study,

Social Soundness Analysis, 1979, SSA-43 
4/ Rondinelli, Dennis A., Bicol River Basin Urban Functions Rural
 

Development Project Summary and Evaluation.
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Move Farmers into Orbit of Growth Market Oriented Economy:
 

Although the majority of farmers are growth oriented, they are 
often prevented from participating in a competitive market by absence 
of transport facilities. 

In the study of the Bicol area noted above, most settlements are
 
found to be not easily accessible by road and transport by other means
 
extremely difficult. The cost of transporting agricultural coodities
 
to the interior areas is up to six times that for those areas reachable
 
by motor vehicle. Farmers often walk to the nearest road with their
 
products carried iither on their backs or on carabao cart/sled. Even
 
after they reach a road serviced by motor vehicles, they normally wai
 
for hours to get a ride, thus wiping out the often marginal profits. /
 

This supports findings of a mall study conducted earlier by the
 
Social Service Research Unit (SSRU) in the influence area of a rural
 
road project in Bicol which showed that farmers tilling both irrigated

and non-irrigated farm lands in areas without roads sold substantially
 
less and consumed substantially more of thetr rice than did their
 
fellow farmers in areas with road access.i /
 

Similar findings were reported in the Rural Roads Evaluation Report

wherein the road improvement resulted in the lowering of transport cost,

the onset of reliable year-round transports, drastic reduction of wait
ing time between rides, and an increase in the volume of agriculture
 
products brought directly to the market of from 31% to 60%, and a cot
responding decrease of the volume sold at the farm from 607. to 407..'
 

Facilitate Government Agency Programs Including Social Programs Sup
ported by AID
 

Adequate rural roads will facilitate progress social programs designed

by the central government including AID supported programs such as Agra
rian Reform, Health and Nutrition, Rural Water Supply, Rural Electrifi
cation, etc.
 

With the declaration of the whole country as a land reform area and
 
the passage of the Tenancy Emancipation Law, the Ministry of Agrarian
 
Reform (MAR), began awarding Certificate of Land Transfer. Thus far,
 
to 277,882 farmers in the 50 provinces have received certificates.A/
 
Availability of sufficient rural roads could hasten implementation of
 
the 	program and increase beneficiaries since survey parties of the MAR
 
experience great difficulty in areas not served by adequate roads.
 

The limited staff of the Mi.:nistry of Fenitb r?-'T!) ssigned in the 
municipality is similarly handicapped in vLsiting isolated barangays.
There is a high positive correlation between the accessibLlity to rural 

5/ 	Ibid.
 
k/ 	Project Paper, Bicol Secondary & Feeder Roads Project Loan, 1975.
 
7/ 	Rural Roads Evaluation Report, USAID/Philippine Government in
 

Cooperation with MLGCD-Rural Roads Program, June 1978.
 
8/ 	Status of Tenancy Reform Program, MAR, Feb. 24, 1980.
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populations via road and the visits to these areas by representatives

of all ministries. Roads are highly complimentary with facilitating

construction and enhancing rural water supply and rural electrifida
tion, supplies, materials benefits.
 

In addition, the rural credit program benefits are extended par
ticularly through the Philippine National Bank's "Bank on Wheels"

policy, wherein bank personnel go to accessible rural areas to extend

loan to farmers involved in the Agricultural Production'Program (M-99,

M-Maisan).
 

Generation of Social Interest and Practices of Beneficiaries
 

Road accessibility is known to increase mobility, recreational
 
activities, availability of reading materials and to ex and educa
tional opportunity. The Rural Roads Evaluation Report2/ noted that
 
villagers have substantially increased their mobility, in areas where

roads systems are completed. The increase in outbound trips alone
 
was about 114%. This increase is attributed to the presence of avail
able transport year round whereas prior to improvement, transportation

was available only during the dry season. 
In addition, the number of

trips for social reasons increased from 20% to 427. while trips for
 
economic reasons decreased from 74% to 58%.
 

School children who previously had to walk great distance and cross
 
streams which became swollen during the rainy season attended school
 
more regularly. Aside from increased school enrollment, the study

noted a decrease In school drop-outs. Available transport facility also
 
enabled students to commute to school, thus eliminating the expenses of

board and lodging. This also enabled the children to attend classes at

schools with better standard although those schools are located rela
tively distant from the barangay.
 

Increases in recreational activities such as movies and festivals,

participation in sports and music competition have been noted as a
 
result of road improvement. Before improvement, the frequency with

which people engaged in recreational activities was only 36 times per

year. After the road improvement, this increased to 70 times per year.
 

Newspapers, magazines and other printed materials regularly reach
 
the barangay with the road improvement. The evaluation revealed that
 
contact with such types of materials increased by about 4807. after
 
the road improvement.O/
 

The Role of Women
 

New social services and different forms of recreation tend to appeal
 
to and be sought after by those within a formerly isolated population
 

9/ Rural Roads Evaluation Report, USAID/Philippines Provincial
Development in cooperation of MLGCD-Rural Roads Program.
 
10/ Ibid.
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that had little or no participation in traditional socio-recreational
 
activities. Observations of MLGCD and AID personnel suggest that it
 
is the rural woman who finds magazines or movies most attractive
 
opportunities, while husbands or males generally show preference for
 
the cockfights and gambling games that have concerned them from late
 
childhood. It is also true that new foods (more varied diets are 
objectives of health and nutrition programs) are almost invariably 
introduced through women. Increased trips to market and wider contacts
 
with other women, made possible by new and improved roads, are primary
 
stimuli for innovation and change which result in improved quality of
 
life in the home. The AID assisted study "Economic and Social Impact 
AnalysLs/Women in Development" will examine these hypothesis in detail. 
The director of the project has determined to investigate the impace
roads as a critical factor because feeder roads play "... an especially
crucial role since it is usually the channel by which poor and remote 
areas break out of isolation into linkage and continuous contact with 
the world beyond walking distance." 
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ANNEX C
 

TSCIUIICAL FRASIBILITY 

A. Comparative Designs of Roads. Bridges and Other Structures
 

While many roads constructed or upgraded under the project have
 
generated more traffic than projected, scme were also over-desined-
Further, the traditional strong tendency to construct reinforced con
crete deck grinder structures prevented more financially appropriate
 
overflow culverts from occupying a larger place in the project. Con
siderable cost savings and additional physical output will be realized
 
through reducing design standards in specific locations, especially

where penetration roads are constructed.l/ It is primarily through
such changes that, despite cost increases that average nearly 30% from 
1979 to 1980 alone, this amendment will allow the original projections 
of kilometers and linear meters to be exceeded. Selection of an AAE
 
consultant firm to supervise the amended portion of the project will
 
be made partially on the capability of the firm to assist in producing
 
current designs as r-quired.
 

Explanation of the tendency to overdesign must include more than
 
preferences and local tradition. Through RRP I and the early portion
 
of the follow-on loan only those provincial roads constructed to
 
Ministry of Public Highways (MPH) standards were eligible for mainte
nance assistance, which until January 1980 was dispensed by the MPH
 
to assure some degree of maintenance that standard was followed until
 
early this year. Agreements between MPH and MLGCD now allow roads
 
and bridges of lower design to receive the stipend.
 

The recent very sharp price increases for all road construction
 
nearly precludes the approval of asphalt and concrete roads. Environ
mental considerations will continue to be justification for hard sur
facing in the areas of schools, hospitals or other places in which
 
gravel roads would produce a hazard.
 

In early 1979, a DOT team presented a seminar titled "Drainage

Design for Low Volume Roads" through GOP and AID funding. This tar
geted the provincial engineers and their staffs and introduced appro
priate technology for structures on low volume roads. A follow-up
 
effort is included in the technical assistance component of this amend
ment. A further advantage of these designs may be seen in the relevance
 
to labor-based methods of construction.
 

Construction Methods. Practices and Relative Costs
 

There is general ngreement between Z'MGCD and USAID thAt the need
 
for an intensified mainten.ince effort requires the use of a [ the per
sonnel and equipment resources at the disposal u. the offices of the
 

1/ A comparative study of two alternatives, i.e., continuing with the
 
present designs vs. lowering of desig standards was made and is
 
included as part of this Annex at Annexes C-I and C-2.
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province engineers. Except in such rare circumstances as the total 
onavalabilLty of local contractors, all projects financed by this 

amendment will be undertaken by contractors. 

Over the life of RIP I and URP I to mLd-1980 there has been a 
steady growth in the proportion of projects built by professional 
contractors, In 1980, only approximately 10 of the work is being
done by force account. While in 1976-77 many provinces preferring
to implement their work plan by contract were prevented fron doing 
so through the lack of local contracting capability, in 1980 con
tracts are engaged in 46 of the 50 participant provinces* There is 
considerable evidence to suggest that the Rural Road Projects have
been heavily contributory to the development of small local con
tractors capable of handling rural infrastructure projects of the
size supported by AID and planned by the other donors mentioned above. 
This is especially valuable in the Philippines where the insular mature 
of the country compounds all problems of construction firm mobilization. 

The success of the participant provinces in identifying and select
ing suitable contractors recomends that the current practices (deter
mined to a great extent by the RRP Administrative Handbook on contract 
administration), be continued through the remaining life of the project.
The contracting process and the interplay of local government and pri
vate sector that it promotes is seen as an important approach to the 
acquirement of skills and the institutionalization of techniques highly
relevant to a broad range of local devlopment activities. Alteration 
of the current pattern will be made only to assure a higher labor com
ponent in the construction process. Thus far, labor costs have consti
tuted 12.8% of total project cost. This amendment will attempt to 
increase the labor factor to approximately, 20 %. Approximately
$500,000 from the third tranche of RRP 
I funds is set aside for pilot

projects that will explore (between May and October 1980) the most 
feasible approaches to the increased use of labor by road and bridge
construction contractors. 

B. Rad Maintenance 

MLWCD/PDAP, USAID and the province government have throughout
recognized road maintenance as the Achilles heel of infrastructure 
development. Traditionally maintenance, lacking the glamour of new 
construction, has been accorded a relatively low priority. Public
 
expectation, tending to be for passable roads gives place to neither 
economics of transport nor comfort. This has passively encouraged
diversion of maintenance funds and neglect of proper management of 
the entire sector.
 

The total of the causes for poor road maintenance remain uncer
tain and the method of approach to the problem in this amendment is
 
as such to discover the unknown or inadequately know as to address 
specifically clearly identified problems. Integral to the entirety

of the interventions selected will be a key role for labor.
 



Basically, an attempt will be made to determine the adequacy of
existing resources and techniques for coping with maintenance needsand to introduce a maintenance management system that can imediately
be applied at a provincial level and ultimately filtered down for
application to municipalities and barangays. By determining
level of maintenance most feasible, selecting a 

the 
representative crosssection of roads and lotting a one-year contract for the servicing

of those roads and keeping meticulous records, it is expected that
critical cost data will result. It is also expected.that this expe
riment will comment incisively on the quality of those assigned to 
one hired for maintenance functions. 

Under RlP 1, an Administrative Procedures Hanual for road and
bridge maintenance was developed. Training courses, utilizing the
manual, have been held. While the principles contained in the manual
 
are considered Lack of incentivesound, at province level and re
ported resource deficits have severely limited improvement in per
formance. It is also true that the construction units near monopoly
on the use of equipment in the dry monsoon months crippled maintenance 
activity. 

Recognition of the equipment constraint led to a GOP plan whereby
funds reimbursed the MLGCD by AID for projects under RRP I and RRP I1 
are used to purchase new equipment designed for maintenance functions. 
This equipment is apportioned by MLGCD to the participant provinces
on the basis of need. Repayment to MLGCD is our generous terms and
is expected to create a revolving fund to sustain the system. 

C. Rural Road Screening and Evaluation Process 

The socio-economic evaluation conducted in 1978, continuing internal reviews indicate that the process employed to select project
roads is vr..id for the purpose of reaching the rural poor. 

A plethora of factors including economics, social conditions,

political expediency and pure self-interest underlie the nomination

of candidate projects for inclusion in the RRP. 
The subjection of 
these to the review process and the :elimination of the vast majority
is considered a primary exercise in local institutional development. 

Administrative Procedures Booklet No. 2 provides the largely

economic guidelines upon which final feasibility is determined. Over

the past 4 years, the sophistication of the RP provinces has grown
steadily and the feasibility study methodology has undergone several 
revisions in keeping with the growth of local capability. The most
 
recent revision wan 
guided in part by the criteria of the IBRD for 
road selection. 

The overall rural road deficit in the Philippines allows the
 
selection of far more eligible candidate roads than 
can be funded.

Inasmuch as local capability development remains the basic goal, the 
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need to choose from many nearly equally worthy projects becomes a 
further useful exercise in decision making by the elected local 
chief executive. 

A weaknes, of the project is seen in the inability of a pure
fixed amount reilbursement (FAR) system to assure the poorer prov
inces an equal share of the physical benefits. The system, none
theless, asures that it is the rural poor, within theeven finan
cially more capable provinces, that benefit from the roads and
bridges constructed. Some modification of the FAR approach has been 
found advisable for all participant provinces as capacity for project
implementation grew, Longer bridges to open new ares were shown by
economic and social criteria to be especially feasible but required
capital outlay that strained even the wealthiest provinces. In 
response, limited and-controlled progress payments were allowed by
late 1979 through a revision of Administrative Procedure Booklet 
No. 1. The adoption of more labor intensive methods will further 
redress the imbalance by reducing dependence on costly and oft-times 
scarce equipment. Amendment #3 funds will be concentrated to the
highest possible degree in the poorer provinces of those regions
selected for AID concentration in the 1980 CDSS.
 

Do Effects of Rising Enerzy Costs on Road Transport. Construction and
Maintenance
 

The continuing increases in oil prices will intensify the pressure
to produce the most efficient road system possible. Province staffs 
trained under PDAP and the REP are uou an invaluable resource for thetask of assuring the moset practical expenditure of limited funds for
the transport sector of rural development. Road transport seema cer
tain to remain the predominant mode of intre-island transportation.
The kilometers of railroad (limited to Luzon and Pansy Island) are 
not significant and navigable watervaTs are nearly non-existent within
 
any of the islands.
 

The Philippines has some producing oil wells, but will not produce
above 10% of its requirement in the foreseeable future. Plans are 
being pushed for refineries to convert sugar cane to alcohol for fuel. 
Even with gasahol, the great bulk of all POL products will continue 
to be imported. 

As no 
As noted above, road construction has funded to be capital inten

sive in the Philippines with only abot 12.8% of the total costs 
going to labor. 
Thus, the lion's share of the near 30?. increase in
 
construction costs from 1979 to 1980 is attributable to the accele
rated cost of operating heavy equipment. Labor prices have risen at 
a much slower pace. In opting for more labor based methods, there
fore, the project attaches the pcoblem of the energy costs, a major

foreign exchange issue for the GOP, as well as that of under-employment
in the rural areas. Road maintenance tends to more labor intensive 
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with an estimated 501 of total costs accruing to labor. Under this
amendment, the project will attempt to increase the labor portion
of both construction and maintenance, but the target for the latter 
is more qualitative than quantitative. 

The project should result in a net savings of energy as improved
roads as well as new roads representing more direct routes to market
previde significant fuel savings as reflected in reduced motor 
vehicle operating costs. This ts verifiable in the form of reduced
freight rates and lover bus and jeepney fares. Such effects were
demonstrated in evaluations completed under RP I and II. Further,
improved road maintenance, which is a primary objective of this
amendment results in substantial reductions of fuel consuaption. 
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TZOIU 	 cT 

RR 11 PROJECT AMENDMENT NO. 3 

ALTEINATIVE 	1 - using RP I and I Experience: 

1. RRP I and II Design Standards and Unit Costs (Total Project Cost) 

1979 UNIT. COST
 
fOOO0km or % SHARE UNDER
 

PROJECT TYPE DESCRIPTION ,,, /ta RRP I & 11
 

ROAD GRAVEL 	 6.0 m. carriage width;
 
0.10 a. base; 1.5 a.
 
shoulders on both sides;
 
15 a. ROW. 208.39 92
 

ASPHALT 	 6.0 m. carriage width;
 
0.10 base, 0.15 m. asphalt;
 
1.5 a. shoulders on both
 
sides, 15 m. ROW. 575.69 4
 

CONCRETE 	 6.0 m. carriage width;
 
0.10 base, 0.15 m. concrete;
 
1.5 a. shoulders on both sides. 874.815 4
 

100
 

BRIDGES RCDG 	 6.70 m. carriage width, 0.46 24.37 79
 
sidewalk; H-15 loading; Dead
 
load (surfacing) - 22 psf.
 

BOX CULVERT 7.0 a. carriage width; H-15 27.05 5 
loading; dead load (surfacing) 
22 psf. 

SPILLWAY 	 7.0 m. carriage width, H-15 2.79 16 
loading; dead load (surfacing) - 100 
22 psf. 

2. 	Money available for construction - $6,820,000 (U.S.) + $3,409,000 (GOP/ 
MLGCD) + $3,409,000 (GOPILGUs) - $13,638,00017 

1/ At 1980 prices, refer to Financial Plan tables for details.
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3. Project 	Nix - under RRP I and 11, the fund distribution 56% for roads 
and "% for bridges. Using the % shares of each project type, the 
breakdown of the money available will be as follows: 

Alt. AVAIL- AMOUNT AVAILABLE 
ROAD % ABLE ($000) BRIMS . ($00) 

ZAVIL. 92 7,026.298 RCDG 79 4,740.569 

ASPHALT 4 305.491 BOX CULVERT 5 300.036 

CONCRETE 4 305.491 SPILLWAY 16 960.115 

TOTAL 100 7,637.280 TOTAL 100 6,000.720 

4. 	Target Outputs - Using the 1979 unit cost of each project type and esca
lating these to 1980 costs by using a 15% cost escalation faster,
 
the length of each project type can now be computed.
 

AMOUNT AVAILABLE UImrr COST. / LENGTH 
PROJECT TYPE ($000) ($000/k. or $000/l (KMS OR LMS) 

ROAD GRAVEL 7,026.298 31.953 219.89 

ASPHALT 305.491 88.272 3.46 

CONCRETE 305.491 134.138 2.28 

TOTAL 7,637.280 225.63 

BRIDGES 	 RCDG 4,740.569 3.737 1,268.5
 

CULVERT 300.036 4.148 72.3
 

SPILLWAY 960.115 0.428 2.243.3
 

TOTAL 6,000.720 	 3,584.1
 

Ratio of roads to bridges - 1:15.9, us compared to RRI and IT ratio of
 
about 1:8.8.
 

2/ Converted at $1 a 7.5. 
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TARGET OUTWITS
 
3 11 ROJECT NO. 3
U AMUIENr 

ALTERNATIVE 2 - lower design standards 

1. 	 Design Standards - only gravel roads (2 types) will be constructed and
 
there will be 3 RCDC bridge types. DBo culverts and spillvays will still
 
be allowed.
 

1979 UNIT COST
 

YOOO/km or %SHUR UNDWR 
PROJECT TYPE DISCRIFPION OOO/ll sA I & II 

A. 	 ROADS 

1. 	Gravel - 1 6.0 m. carriage width; 
0.10. . base; 1.5 a.
 
shoulders on both sides;
 
15 a. ROW. 208.39 50
 

2. 	Gravel - 2 6.0 a. carriage width; 
0.10 m. base; no 	shoulders
 
15 	a. ROW. 177.25 SO 

100 

-,BRIDGES 

1. 	RCDG - 1 Same as In RRP I & II 24.37 27 

2. 	RCDG - 2 4.1 a. pavement; 0.46 a.
 
sidewalk on both sides;
 
one-lane substructure. 	 18.76 26 

3. 	RCDG - 3 4.1 a. pavement; 0.46 a. 
sidewalk on both 	sides; 
two-lane substructure. 	 21.81 26
 

4. 	Box Culvert Same as in RP I and 11 27.05 5 

5. 	Spillway * do - 2.79 16 
100 

2. 	Money available- $13,638,000. 
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3. Project Mi, - assuming a 45-55 split for roads and bridges 1/ and using 
the project % shares of each project type, as reflected above, the 
breakdown of the money available will be as follows: 

ROADS 
AM AVAIlABLE 

($000) BRIDGES % 
AM * AVA UIABLE 

0$000) 

Gravel  1 50 3,068.550 RCDG  1 27 2,025.243 

Gravel - 2 50 3,068.550 RCDG  2 26 1,950.235 

TOTAL 100 6,137.100 
RCDG  3 

Box Culvert 

26 

5 

1,950.234 

375.045 

Spillvay 16 1,200.144 

TOTAL 100 7,500.900
 

4. 	Target Outputs - Using the 1979 unit cost of each project type and esca
lating these to 1980 costs by using a 15% cost escalation factor, the 
length of each project type can now be computed. 

AMUNT AVAILABLE UNIT COST21 LENGTH 
PROJECT TYPE ($000) ($000/km or $000/m (EMS OR ,MS) 

ROADS: Gravel - 1 3,068.550 31.953 96.03 

Gravel - 2 3,068.550 27.178 112.91 

TOTAL 6,137.100 208.94 

BRIDGES: 	RCDG - 1 2,025.243 3.737 541.9 

RCDG - 2 1,950.234 2.877 677.9 

RCDG - 3 1,950.234 3.344 583.2 

Box Culvert 375.045 4.148 90.4 

Spillvay 1,200.144 0.428 2,804.1 

TOTAL 7,500.900 	 4,697.3 

Ratio of roads to bridges is 1:22.5, as compared to RRI and I1 ratio 
of about 1:8.8. 

I/ The reversal in the percentage shares Is primarily due to greater emphasis
 
on the road maintenance management aspect under this Amendment.
 

21/ Converted at $1 - t7.5.
 



TABLE D-1 SUIMARY fINANCIAL PLAN J/
 

RURAL ROADS II PROJECT
 
REVISED PROJECT PAPER
 

($000)
 

Revised Projectiv 
1978-80
 

1978 1979 1980 SUB-TOTAL 1981 1982 1983 SUB-TOTAL TOTAL
 

1. U.S. (AID) 6,996 10,613 6,391 24.000 6,172 3,885 
 60 "a".Ii2
 

IT. GOP 3,198 5,313 3,519 2 6,309 4,427 
 - 10,736 

MLnCD (1,064) (1,967) (1.344) (4,375) (3,427) (2,530) - (5,957) (10,332)
 

P/C GOVTIS (2,134) (3,288) (2,128) (7,550) 
 (2.812) (1,867) - (4,679) (12,229) 

NEDA  ( 58)( 47) (105) ( 70)( 30) - (100) ( 205) , 

I11. TOTAL 10,194 15,926 9,910 36.030 12,481 8,312 60 2O..L 5 1 

1/ Figuras for 1978-1980 are actual accounts expended.

Figures for 1981-1983 are projected by using 1980 base year cost estimates and adjusting by adding cost
 

escalations (1981-15,, 1982 and 1983-10%) and contingencies (152).
 

2/ Supplemental 1980 funding: original project expected to expire FY 79-80 funds by end of CY 80. Revise
 
project funds construction activities for additional 18 months to June 1182. PACD remains 9/83, original
project estimated 18 months ahead of schedule as of 6/80. 

I 
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TABLE D-2 
 SIIOARY FrNANCIAL PLAN
 
RURAL ROADS II PROJECT AMnDU Nr NO. 3
ESTIMATED PROJECT COST BY SOURCE OF FUNDING
 

:e.s. (AID) GO0e 
p,
 
PROJECT COMPONENT TOTAL COST T -UASL T -TALMLOCD NEDA C ( +VP
 

1. Construction 
 '13638 6820 6820 6818
- 3409 3409
 

2. A and E Services 
 183 183 183 

3. Other technical
 

Services 
 366 366 159 207
 

a. Road Inventory (53) (53) 
 (30) (23)
 

b. Connodties (23) (23) (23) 

c. Training Consul
tants 
 (23) (23) - (23) 

d, Road Maintenance
 
Management (147) 
 (147) - (147) 

e. Labor-Based
 
Technology (60) (6n) (60) 

f. Impact Evaluation (60) (60) (46) (14)
 

4. Training 
 lq2 
 192 192
 

5. PMO Administration 
 728 
 728 728
 

6. Program Support
 
Trust Fund 
 74 
 74 74
 
Sub-Total 
 15181 7369 
 7162 
 207 7812 4329 74 3409
 

Cost Escalation 
 2944 1421 
 1385 36 1523 851 
 13 659
 

Contingency 
 2728 1327 
 1291 36 1401 777 13 611
 

PROJECT TOTAL 
 20853 10117 
 9838 279 10736 5957 100 
 4679
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TABLE D-3 FINANCIAL PLAN 
RURAL ROADS I PROJECT AMENDHET ',O. 3 

ESTDIATED ANNWAL PROJECT COSTS 
($000) 

PRNO COMPONENT 1981 TOTAL 

U.S. (AID) Invyts 

1. Construction 
 4253 2567 
 6820
2. A & E Services 126 57 1833. Other teehatcal service/ 
 288 41 
 37 366
 
commodities a. Road Inventory Consultants (53) (53)b. Comodities (23) (23)c. Training Consultants (23)


d. Road Maintenance Management (113) 
(23)

(34) (147)
0. Labor-based technology


Consultants 
 (53) (7) 
 (60)
f. Impact Evaluation (23) (37) (60) 

Sub-Total 4667 2665 37 7369Cost Escalation 
 700 706 15 
 1421
Contingency 805 514 8 1327U.S. Total 6172 680
W 

GOP Inp~uts 

MLGCD
 
1. Construction 2126 1283 3409 .2. Training 
 - 101 91 192
3. PMO Administrative Expenses 364 728364NEDA-Program Support Trust Fund 53 21 74

Local Governments -

Construction Overhead and
 
related counterpart costs 2126 
 i283 3409 

Sub-Total 
 4770 3042 
 7812
Cost Escelation 
 716 806 
 1522
Continxency 823 577 1400
GOP Total 
 63Oq 4427 
 10736
 

GRAND TOTAL 
 124818312 60 2t)853 
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TABLE D-4 FIAECIAL PUN
 
RURAL ROADS 1 PROJECT ANEUIENT NO. 3


COST OF PROJECT OUTFUTS BT SOURCE OF FUNDING 
($000) 

MAGNITUDE 	 /
PROJECT OUTPUT OFQ~jOUPT TTLCS USA2 OD 

V 
10Construct ion/Iinprovemene


of 	Roads/Bridges 13638 	 = 

a. Gravel Roads 	 209 km 6137 3068 3066
b. 	 RCDG Bridges 1803 1a 5926 2648 2648 
c. Box Culverts 	 90 in 375 188 188
d. 	 Spillways 2804 1. 1200 600 600 

2. 	 A and E Services 450 man-sos. ]l 

a. 	Plan Review 
b. 	 Construction Monitoring 
c. Sub-project acceptance 
d. 	 Review of sub-project
 

feasibility
 

3. 	Other Technical Assistance/
 
Comodities 26
 

a. P staff trained in:9
 
1) Road inventory system 165 23 23
 
2) Appropriate road
 

drainage/surfacing
 
technology 165 23 233) Road maintenance manage-
Sent 	 165 74 74

b. 	 Manuals prepared on: 19

1) Road inventory system 1 30 30
 
2) 	 Road maintenance manage

wnt 	 1 74 74

3) 	 Labor-based technology 1 60 60 

c. Programable calculators 75 units 23 23

d. 	 Impact evaluation 1 60 60 

4. 	 Project Management and Support 

a. PMIC administration expenses 2 	 728 
b. 	Local training, semina/ 

workshop 
1) Orientation/refresher
 

courses
 
2) Road feasibility studies/
 

RKDP
 
3) 	 Road Maintenance Manage

ment
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MAGITUDE 
OF OTP USAI 

c. Trust-funded USAID 
engineers 90 man-mo. 74 - 74 

Sub-Total 15181 7369 7812 
Cost Escalation 2944 1421 1523 
Contingency 2728 1327 1401 

Total 20853 10117 10736 

j/ 	All cost figures are in L980 prices 
ai 	 Alternative 2 (see pp_ for details) was used in the estimation 

of magnitude of outputs for roads and bridges. 



TABLE D-5 TECIDICAL SERVICES AND CCSOWDITY PROCUREIENT 1981-83 
RURAL WADS II PROJECT AMENDMENT NO. 3 

PROJECT COMONETS : MAN-
MONTHS oUTP: 

: 1981 
X 

1982 
LC 7 LC 

1983 
Y 

TOTAL 
LC X 

1. Road Inventory System Consulting 
(U.S. DOT and Phil Firm) 

a. 
b. 

U.S. Consultant 
Philippine Firm 

(DOT) 3 
Team 

TA/Training 
TA/Manual 40 

30 
40 

30 

2. Com odities (programnable calculators 
for provincial planning staffs)
training manuals 

and 
75 units 30 30 

3. Training consultants 3 (U.S./DOT)€ 
Appropriate Road Drainage/ 
Surfacing Technology 3 

seminar/ 
workshop 30 30 

4. Road Maintenance Management (U.S. Firm)24 trng/manualmonitoring 100
50 5010 100 

5. Labor-based Technology (Filipino TA/minual 70 10 1 100 
Consultants) Team monitoring 

6. Impact Evaluation 

a. U.S. Consultant (DOT) 2 TA 10 10 
b. Philippine Institution team survey/rpt 20 50 70 

Total 160 220 10 50 50 10 220 280 

1/ Additional funds for 1980 Contract ($12.000) with selected firm 
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ANNU E 

ROAD.MAINTI(ANCE PROGRAM 

Improving the levels of road maintenance services, without increasing
coats, is a long-standing goal of the Government of the Philippines. The 
goal has been formally adopted and given emphasis by the Ministry of
 
Public Highways (MPH), which is responsible for the national road system,

and 	 the Ministry of Local Government and Community Development (MLGCD), 
which has national-level responsibility for local road systems. MPH 
maintains the national system. MLGCD guides provincial, municipal and 
barangay-levels of government in their maintenance of the local system. 

Background
 

Modern efforts to improve road maintenance started in MPH early in 
the 70's. Basic MPH developments were then adopted to guide local agencies 
of government. Comprehensive training developments followed for both the 
national and local levels. 

Basic MPH Developments
 

A modern systems approach to planning, budgeting and controlling
 
maintenance operations was developed by MPH with the assistance of ZBRD.
 
While it contained all needed elements and procedures, it was found to be
 
excessively complicated for local agencies of government. In addition to
 
requiring long and cumbersome calculations, it generated large mounts of 
paper that were of little value in %eprovingor managing maintenance
 
operations.
 

System Refinements and Training
 

In mid-1978, a maintenance management improvement project was 
undertaken jointly by MPH and MLGCD with USAID assistance. Major elements 
of the program included: 

1. 	 improving and simplifying the maintenance management system 
to better meet the needs of local agencies of government; 

2. 	designing and developing training covering the improved
 
management system;
 

3, 	testing the system and training in two cities and two pro
vinces in the Bicol River Basin Development Project area;
 

4. 	 developing a cadre of trainers capable of contin.iing the
 
training in that area; and
 

5. 	assisting the test cities and provinces in acquiring basic 
road maintenance equipment. 
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Project developments have been satisfactorily completed. Inter
mittent guidance, assistance and follov-up will continue through 1980. 

Maintenance Work Methods TrainLng 

MH, with the assistance of IBRD, has developed a series of main
tenance work methods and equipment operation and maintenance tranilg
 
courses. 
All are audio-visual using color slides, synchronized audio
cassette tapes and automatic projection and playback machines. Courses
 
are designed for decentralized use with the training being conducted by

regular supervisors.
 

This training program was integrated into the program with the two
 
test cities and two teat provinces in the Bicol. 
 It has also been imple
mented in all MPH regions.
 

Cooperative Local Roads Proaram
 

M16CD negotiated a loan with IBRD in April 1980. In addition to

construction of local roads, the loan provides technical assistance to
 
improve systems, standards and guidelines needed to effectively manage

local road programs. Most improvements are expected to be based on 
Provincial Development Assistance Project improvements completed by MLGCD 
with USAID assistance. Maintenance and planning will be given priority
emphasis. Much of the initial detailed engineering (design) and con
struction supervision will be done by consultants. All construction will 
be completed by contract. 

IBRD Maintenance Improvements
 

Specific maintenance improvements expected under the IBRD assisted
 
program will include:
 

1. 	reviewing, in coordination with USAID and ADS, the maintenance 
management system tested in the Bicol and making any changes
needed for national implementation in local agencies of 
government; 

2. 	 preparing, in coordination with USAID and ADS, improved

national maintenance aid funding policies, guidelines
 
and 	procedures;
 

3. 	 field testing improvements in six pilot provinces; 

4. 	 providing the USAID-assisted training project, described
 
below, with: (a) modified MPH work methods training
 
courses revised to meet the needs of local agencies of
 
government, and (b) all maintenance policies, systems

and procedures adoptea ior use by local agencies of
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government. Since both projects will be undertaken through
 
one HLGCD Rural Roads Program Office, close and continuous
 
coordination between the IBRD, ADB and USAID-asLsted
 
projects is essential.
 

Other IBRD Improvements
 

Other expected IBRD assisted management improvements, of importance

to the USAID assisted maintenance training program, include:
 

1. further developing the Rural Roads Program staff in Manila.
 
The staff will include maintenance and training experts;
 

2. 	strengthening the rural roads programs and staffs in
 

LGCD regional offices;
 

3. 	providing modern audio-visual training equipment;
 

4. 	undertaking labor and animal intensive maintenance work
 
methods research; and
 

5. 	providing new road maintenance equipment, workshops and
 

tools for six pilot provinces.
 

USAID-Ass Ls ted Maintenance Trainin,
 

Goals and objectives of the USAID maintenance training program are
 
described first. 
A work plan designed to attain the objectives is next. 
It is followed by a cost estimate and schedule. 

Goals and Obiectives
 

Program goals are:
 

1. 	to improve the capabilities of provincial maintenance
 
managers to effectively plan and control their maintenance
 
operations; and
 

2. 	to improve the maintenance of local roads to adequate levels
 
of service without increasing resources allocated.
 

Fouz- objectives are established to guide project work and to advance
 
realization of the goals:
 

1. 	to modify existing training materiats to incdrporate system
 
improvements made with IBRD assistance;
 

2. 	to provide follow-up training to update and reinforce
 
previous USAID-assisted training in Region V--the Bicol
 
Region with headquarters in Legaspi;
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3. 	to develop training cadres and implement the training in
 
two additional Regions--Region VI, the Western Visayas
 
Region with headquarters in Iloilo City, and Region VII, 
the Central Visayss Region with headquarters in Cebu City; 
and 

4. to develop the capability in the MLCD's Rural Roads Program

Office to develop training cadres, implement maintenance
 
management training programs in all other regions of the 
country, and monitor their effectiveness.
 

Work Plan
 

A nine-step work plan is adopted to achieve program objectives.
 

1. Modify existinx training. The Bicol maintenance management 
training has been tested and found effective for local agencies

of government. Still the training is based on policies, stand
ards, levels of service, work activity definitions, and planning
prograning-budgeting-control practices and procedures not yet

adopted for national use. While the basic elements of the BLcol
 
prvogram are expected to be adopted, changes must be expected.
 

The first step of the program will be to modify the courses so 
that they contain all officially approved and adopted system 
elements as developed and implemented through the IBRD assisted 
maintenance management improvement project component.
 

2. 	RRP training. A few of the people expected to be assigned to 
the MLGCD. Rural Roads Program (RRP) office participated in the 
Bicol training. Most did not. They have little understanding of
 
the new maintenance management system, its operation, and the
 
training program. 

The second program step will be to orient all key RRP personnel,
 
and to complete intensive training of personnel in the Maintenance,
 
Equipment and Training Divisions. Selected personnel will then
 
conduct "dry-run training sessions" themselves to demonstrate 
their understanding of the system and training capabilities.
 

3. 	 Region 5 cadre confirmation and follow-up training. The 
maintenance training cadre in the Bicol (Region VO has performed
satisfactorily. However, the cadre is composed of personnel from 
provinces, cities and MPH. Their ability to continue to serve as 
a regional maintenance training cadre is uncertain. 

Steps will be taken to ensure a continuing training capability.

These steps may include personnel transfers and selection of
 
replacements. The staff will not be large, no more than two
 
or three persons are expected to be needed to implement and
 
continue the program.
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The selected cadre will be given intensive training. They will 
observe the conduct of the training in the ILGCD Region V Office 
by consultant and RRP staff members, and they will prepare,
under close supervision, a regional training plan and schedule.
 
The 	plan will require re-training all provinces in the region.
 

The 	Region V training cadre will conduct "dry-run sessions" and
 
implement the provincial training in accordance with the program
 
as approved by Provincial Governors. The first few training
 
sessions will be under the close supervision of consultant and
 
RRP personnel. 
 Sessions conducted after the cadre has demonstrated
 
competence, will be subject to effectiveness spot-checking and
 
evaluations.
 

4. 	Reions VI and VII training. Only one or two persons in Regions VI 
and VII have had any orientation to the maintenance system and 
training courses. 

asic work steps to be taken in these regions will include 
rienting key regional personnel, selecting a training cadre,


.raining the cadre, preparing a training plan and schedule that
 
is approved by Provincial Governors, having the cadre conduct
 
"dry-runs" and initial training under close supervision and
 
spot-checking subsequent training sessions.
 

5. 	Monitoring and evaluating. Training effectiveness will be monitored 
and evaluated throughout initial implementations in Regions V, VI 
and VII. Training organization, staff performance and the train
ing 	materials themselves will be closely evaluated. Changes

needed before the training is implemented on a national scale
 
will be identified and made. Close coordination will be main
tained with IBRD assisted management improvement efforts to
 
ensure compatibility and achievement of common objectives.
 

6. 	National Implementation Plan. A national maintenance training
 
implementation plan and schedule will be prepared and recommended
 
for adoption by MLGCD.
 

7. 	All regions orientation. A workshop will be held in Manila for
 
all regions not yet included in the maintenance training program.
 
It will be designed to orient key regional staff members to the
 
maintenance system, the training program, the implementation plan

and 	preparation actions regions need to take.
 

8. 	Final report. A final report will be prep.ared to document accom
plishments, present the approved national implementation plan,

and identify additional improvements needed to make the program
 
fully effective.
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Schedule and Costs
 

The project schedule is critical. 
 It must be closely coordinated
with IBRD assisted efforts to ensure that needed systems improvements are
available before the training project starts.
 

HLGCD has currently IBRD technical assistance funds available through

the fourth Highway Loan to MPH (1661 PH). 

Basic maintenance improvements have already started. Comprehensivework is expected to be underway by September 1980, at the latest, and it
is probable it will be underway by June or July 1980. 

The one-year USAID assisted maintenance training program described
 
above should start in January 1981.
 

Two man-years of consulting assistance will be needed to implement

the work program. The estimated cost of the services including international transportation, local subsistence, local travel, and minimal

training supplies not provided through the IBRD project is $200,000.
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ANNEX F 

Mission Response to Preliminary Reconendations of Rural Roads Impact
Evaluation Team.
 

In response to the preliminary recommendations of the rural roadsimpact evaluation the Mission includes this annex to explaLn, the action 
being taken.
 

(A) Team feels that little, if any, further construction of concrete 
or asphalt roads should be undertaken:
 

In recomendation (A) the evaluation team suggested the construction
of concrete and/or asphalt roads be severely limited or eliminated entirely.
 

This is entirely consistent with the internal findings and opinions

of the Mission. The problem of over design is recognized and is addressed
 
on page 22 and inAnnex C and Annexes C-1 and C-2 of this amendment. It
is believed that the exposition of the new will meetapproach provided theneeds recognized by both the evaluation team and the Mission. 
In summary

concrete or asphalt will be allowed only in short strips for environmental
 
purposes.
 

(B) Mission should consider reducing the desixn standards of Rural
 
Roads, e.g.. to 5 meters wide, wi'thout shoulders:
 

Closely related to (A)change and incorporated in the Technical 
Analysis and Annex C is the modified position on design standards. The
evaluation team's recommendation (B) is felt to be adequately covered Ln
 
these actions.
 

(C) Mission and GOP should adoot additional criteria for site
 
selection and should add various socio-economic indicators
 
to the current criterion in order to more orecisely ensure
 
impact on the small-farmer taret 2rou,:
 

Recommendation (C) iswelcomed and recognized as quite valid. 
USAID/

Philippines and the implementing office, the Ministry of Local Government
and Community Development, Rural Roads Office (MLGCD/RRP) have begun discussion on the adoption of criteria for improved site selection. The

evaluation team in the oral report on May 17 indicated the high impactrealized in extending roads to formerly isolated barangays. -LGCD/RRP
has agreed to especially target such areas as partial response to thisa 

recommendation and has set a goal of reaching one such road 
Ln each

province. It appears necessary however to note chat the limttad available
funds when spread over 30 provinces and committed to the priority of 
finishing nearly completed road systems may not allow that goal to be
 
reached.
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A further attack on the problem of improper site selection may bepossible through utilization of the A&E consultant firm for that purpose.
The eossibility of identifying a firm 	that could take on such non-technicalduties is being explored. The personnel ceilings imposed on the Mission

and the budgetary restrictions handicapping our counterparts leaves noother known alternatives. This may, if workable, also be useful in meeting the need for checking conditions on site as stated in recommendation

(H). 
 A&E costs, (paid from the loan) will necessarily rise' if this systemis adopted and thereby minimally reduce the scope of physical accomplishment, 

More 	 significantly, MPH in February 1980, transferred responsibilityfor maintenance of roads MLGCD. Ministry willbarangay to That overseethe maintenance effort with the province governments actually performing
the work. Most important is the fact that this is the first step 
 towardthe announced policy of placing all responsibility for barangay roadconstruction and maintenance with MLGCD and the province governments. 

Such 	transfer of responsibility will allow barangay roads 
to be

planned and constructed as integral components of provincial road systems.
The Mission is urging MLGCD to require that all barangay roads link onone end to a provincial or national road and that provincial roads beconstructed as systems to include small or penetration roads to allbarangays within the influence area of the trunk (provincial) road.
There is good reason to believe that improvement in keeping with the
reconmmendation can be expected not only in the implementation of projectsfunded by this amendment but in the rural road projects of other interna
tional donors as well.
 

(D) 	 Greater emphasis should be placed on venetration roads,,
 
including baransay roads:
 

Recent organizational and policy changes within the GOP have 	allowedthe Mission to begin to shift emphasis to penetration and barangay roads
 as recommended in (D). As stated in Annex C, p. 42, 'inistry of PublicHighways (MPH) policies required high design standards to qualify ruralroads for maintenance support from the national government. 
The construction 	of a full two lane road on a 15 meter right-of-way was recognized asunwarranted for the traffic anticipated for most penetration roads.

Provincis realizing that this represented a poor investment avoidedpenetration roads to the extent possible. All provinces, however, are
required to build one penetration road for evaluation and control purposesand most constructed at least additionial. A memorandumone 	 of understandingbetween MPH l.GCD now thisand has solved problem by allowing maintenance
funds to be allocated for any road constructed under this project.
 

(E) Greaterconmunity involvement should be fostered.paricularlv
-inthe areaof maintenance, and more labor-intensive cons
truction should be explored: 

In attempting to maintain cousistency with the CDSS, the rural roads
project began to research the prospect of using additional labor in place
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of some traditional machine tasks. The initial effort as described in 
paragraph e, page 9 is 
now underway. A bridge under construction in

Bataan Province is being used to compare the costs of certain functions 
that can be performed either by hand or by machine. The findings are
 
encouraging at this point. 
See pp. 11-t3 of this amendment.
 

While that portion of recommendation (3) which counsels more labor
 
intensive methods is considered easily approachable, the fostering of
 
greater community involvement, especially in the area of maintenance,

is more difficult to reconcile with the design of the project implementa
tion mechanism. Nonetheless, the idea has been brought to the attention
 
of the governors of those participating provinces and all have agreed to
 
cooperate in testing some new systems, MLGCD/RRP proposes coumunity

involvement in the maintenance of barangay roads rather than provincial

roads inasmuch as 
the former are nearest in distance and interest to
barangay residents. Further the smaller, less heavily traveled barangay

roads may well be more appropriate for the heavier use of labor that is
 
the central theme of comumunity involvement sseen from here. It should

be noted that among both local and national government agencies labor
 
based methods are gaining respectability directly propor .ional to in
creases 
in the cost of petroleum products. Accepted norms of feasibility
 
are being re-examined in the light of real costs of near total dependence 
on foreign oil and current rates of unemployment. 

(F) Mission should consider modifying the FAR system to help the
 
least financially-capableorovinces by providing seed money
 
or partial disbursements at discrete stages of construction:
 

Recommendation (F) poicts out an area of project weakness that the
 
Mission and a recent audit also focused on. 
 The project record of 1007.

completion of all of the 700 subprojects started over a 5-year period

has been a strong argument for not tampering with the FAR system. Despite

this, it has become obvious that, as the evaluation team states, the less
 
financially capable provinces need assistance not provided for in the
 
present approach. The sumary of technical feasibility on page 23 of 
this amendment explains the change in the formula for contributions by
project participants. 
A survey of the concerned provinces indicated 
that through a 25% (of total project cost) national government contribution
mobilization and initial construction costs could be met. On all but the 
relatively large projects, (perhaps those in excess of P2 million) this
 
change should allow the poorer provinces to share equally in the project

benefits. In those few projects requiring large cash outlays progress

payments will be arranged. An indicator of the practicality of this
 
approach appears already evident. Abra Province, one of the poorest in
 
the program and the nation is now scheduled co receive a much larger

allocation from the funds 
to be provided by this amendment than in any

previous years.
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(G) There should be a 	 treater integration of roads projects 

with other related activities, such as agricultural exten

sion and other inputs. irrigatlon. health, family plannina: 

road projects with related developmenThe desirability of integrating 
is shared by the Mission.

activities, as advised in Recoiendation (G) 

Site selection is the prerogative of the province and is considered 
a 

valuable exercise in capability development. While this certainly results 

in some decisions by local chief executives which are not entirely 
con

to attempt to shift
sistent with Mission philosophy, it seem impolitic 

the national leve. In 	a majority

authority for choice of road location to 


natives exist roads are constructedof those instances where clear alte 
It is more difficult
to irrigation or rjral 	electrification.
as companions 


to successfully encourage roads as prerequisites for or compliments to
 
This matter has, however,


health, nutrition or family planning activities. 
the attention of MLGCD/RRP. In response the implementingbeen brought to 

agency is proposing that site selection criteria, including explanation 

of the advantage of rural road construction to support other 
government 

efforts in each province, be made a subject in the annual training 
curri

culum, to assure to the extent possible that this is factored into the
 

choice of roads to be constructed.
 

(H) There should be an attemnt to improve the quality of feasi

bilit studies undertaken by the provinces, with one way
 

sugested being to have knowledgeable mission personnel
 

conduct an on-site soot-check prior to aporovinx a study.
 

the deficiencies of the feasi-
Recommendation (H) is appropriate as 


bility studies on file 	have also been cited by representatives 
of the IBRD
 

indicated on page 23 of this amendment the feasibi
and our own staff. As 
lity study methodology has been revised and those studies in support of 

In

projects proposed under this amendment will be in the new format. 

addressing Recommendation (C) aboveit is proposed that the A&E consultant 

might be required to assume responsibility for checking the validity of 

To the extent possible Mission personnel will makefeasibility studies. 

spot checks as suggested by the evaluation team.
 



ANNEX-G
STATUTORY CHECKIST 

Listed beow are, first, statutory criteria applicable generally to FAAapplicable to individual funds, .and then criteriafund sources: Development Asistance and Economic Support Fund. 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY 
1. FAA Sec. 116. Can It be demonstrated thatcont lated assistance will directly benefit
the needy? If not, has the Department of Yes
State determined that this government has
engaged In a consistent pattern of gross
violations of internationally recognized

human rights?
 
2. FA Sec. 481. Has it been determined thatthe government-of recipient country has failed Noto take adequate steps to prevent narcoticsdrugs and other controlled substances (asdefined by the Comprehensive Drug AbusePrevention and Control Act of 1970) producedor processed, in whole or in part, in suchcountry, or transported through such country,
from being sold illegally within the Jurisdiction of such country to U.S. Government


personnel or their dependents, or from

entering the United States unlawfully?
 
3. FAA Sec. 620(b). Ifassistance isto 
 Yesa goverment, has the Secretary of State
determined that it is not controlled by the

international Communist movement?
 

4. FAA Sec. 620 If assistance is togovernment, I begoverment liable asdebtor or unconditional guarantor on any
debt to a 
U.S. citizen for goods or services
furnished or ordered where (a) such citizen a. Nohas exhausted available legal remedies and b.(b debt isnot denied or contested by such 
No 

b. Nogovernment?
 

S. FAA Sec. 620 e)(1). If assistance Isto fo a govenment, has l 
 ncluding government
agencies or subdivisions) taken any action

which has the effect of nationalizing,

expropriating, or otherwise seizing ownership or control of property of U.S. citizens
or'entities beneficially owned by them with-.
out taking steps to discharge its obligationstoward such citizens or entities? 
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A.
 

6. FM Sec. 620(a), 620(f); FY 79 Apo. Act,
Sec 108 114 and 606. Is recipient country 
a Ummunlst: country-Will assistance be provided to the Socialist Republic of Vietnam,Cambodia, Laos, Cuba, Uganda, Mozambique, or 
Angola?
 

7. FAA Sec. (). Isrecipient countryinany wayinvol n (a)subversion of, ormilitary aggression against, the United States 

or any country receiving U.S. assistance, or

(b)the planning of such subversion or

aggression?
 

8. FAA Scg 20 (J. Has the country permitted,or failed to take adequate measures to prevent,
the damage or destruction, by mob action, of

U.S. property? 

9. FAA Sec. 620(l). Ifthe country has failed
to itnsT!tu the investment guaranty program
for the specific risks of expropriation, inconvertibility or confiscation, has the AID

Administrator within the past year considered
denying assistance to such government for this 
reason? 

10. FAA Sec. 620(o); Fishermen's Protective 

Act OT IV . as ame ,Sec,"'. r ountry 
as seized, or irpos any penalty or sanctionagainst.,-any U.S-. f4shing activities in
international waters:
 

a. has any deduction required by the
Fishermen's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by AID Administrator?
 

11. FAA Sec. 620: FY 7 Ap, ActSec. 603.
(a) Isthe government of the recipient countryindefault for more than 6 mcnths on interest 
or principal of any AID loanto the country?(b)Iscountry indefault exceeding one year 

on interest or principal on U.S. loan under
 
program for which App. Act appropriates

funds?
 

12. F jII0.. f contemplatedassistance des opment loan or from 
Economic Support Fund, has the Administrator
 
taken into account the percentage of the

country's budget which isfor military

expenditures, the amount of foreign exchange
spent on military equipment and the
 

No
 

a. No
b. No 
b. No
 

No 

N/A 

N/A 

a. No
 

b. No 

Yes 
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A.12. 

mount ipent for the purchase of sophisticatedweapons systms? (An affirmtive answer my
refer to the record of the annual OTaking IntoConsiderationg mem: "Yes, as reported inannual report on implementation of Sec. 620(s)."
This report is prepared at tim of approval bythe Administrator of the Operational Year Budgetand can be the basis for an affirmative answer
during the fiscal year unless significant changes
in circn.stances occur.) 
13. FAA Sec. 620 . Has the country severed
diplomatic relations with the United States?If so, have they been resumed and have newbilateral assistance agreements been negotiatedand entered into since such resumption? 
14. FAA Sec. 620(u. What is the payment statusof the rountry-U.. obligations? If the country
Is In arrears, were such arrearages taken into 
account by the AID Administrator In determining
the current AID Operational Year Budget? 
15. FAA Sec. 620A4 FY 79 A2% Act. Sec. 607. Hai
the country granted sanctuary from prosecution to any Individual or group which has committed 
act of intonational terrorism? 

an 

16. FAA Sec. 666. Does the country object, on 
basis of race, religion, national origin or 
sex, to the presence of any officer or employee
of the U.S. there to carry out economic
development progran under FAA? 
17. FAA Sec. 669, 670. Has the country, after 
August 3, 97, delivered or received nuclear
enrichment or reprocessinq eouiamnt. materials. 
or technology, without specified arrangements or
safeguards? Has it detonated a nuclear deviceafter August 3,1977, although not a'"nuclearweapon Statem under the nonproliferation treaty? 

B. FUNDING CRITERIA FORCOUNR ELIGIBILTY 

1. Developnment Assistance Country Criteria 

a. FAA Sec. 102(b)(4). Have criteria been 
establisn ata ken lnto.'account I assesscomitent progress of country in effectively
involving the poor indevelopment, on such
indexes as: (1)increase inagricultural
productivity through small-farm labor intensive
agriculture, (2)reduced infant mortality,

(3)control of population growth, (4)equality

of Income distribution, (5)reduction of

unemployment, and (6)increased literacy?
 

No 

No access 

No to both 

No 

No to both 

Yes to all 
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I. 1. 

b. FA .I04(d)(1). If appropriate, isthis davelopnt Oncludng Sahel) activity designed
to build motivation for smaller families through
modification of economic and social conditionssupportive of the desire for large families inprograms such as education inand out of school,nutrition, disuse control, maternal and childhealth services, agricultural production, ruraldevelopment, and assistance to urban poor?
 

2. Economic Support Fund Country Criteria 

a. FAA Sec. 5028. Has the country engaged
in a consistent pattern of gross violations ofinternationally recognized human rights?CI.) 

b. FAA . 533(b). Will assistance under
the Sou Agram be provided toMozambique, Angola, Tanzania, or Zambia? If so,
has President determined (and reported to the
Congress) that such assistance will further U.S.
foreign policy interests?
 

c. FAASec. 609. Ifcmmodities are to be
granted so that sale proceeds will accrue to therecipient country, have Special Account (counterpart) arrangements been made? 

d. 79 Ann AcSec. W13.Will assistancebe provided for the purpose of aiding directly the
efforts of the government of such country to repress the legitimate rights of the population
of such country contrary to the Universal

Declaration of Human Rights?
 

e. FAA Sec. 6208. Will security supporting

assistance be furnished to Argentina after
 
September 30, 1978?
 

Yes 

a-4 No 

N/A
 

Yes 

No 

N/A
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B. GENERAL CRITERIA FOR PROJECT 

Ago. Unnumbered: FAA See. 653(b) 

(a) Describe how ComiLcCees on Appropria-
clone of Senate and House have been or 

(a) ComiLttees on Appro
prLacions of Senate and House 

vii1 be notified concerning the project; have been notified via the 
(b) is assistance within (Operational CmegresLonl Presentation 
Year Sudgec) country or International subLtced by USALD 
organization allocation reported to (b) Yes 
Congress (or noc more than $1 million 
over Chat figure plus 10/)? 

FAA See. 611(a)(l). Prior to obligacion (a) Yes 
in excess of $100,000, will there be (a) (b) Yes 
engineering, financial, and other plans 
necessary co carry out the assistance and 
(b)a reasonably firm estimace of the 
cost to the U.S. of the assistance? 

FAA Sec. 6 11(a)(2). If further legis- N.A. 
lative action is required within recipient 
country, what Is basis for reasonable 
expectation that such action will be 
completed In time to permit orderly 
accomplishment of purpose of the as4s
tanc.e? 

FAA Sec. bll(b): Apo. Sec. 101. If for N.A. 
water or watec-related land resource 
construction, has project met the stan
dards and criteria as per Memorandum of 
the President dated Sept. 5, 1973 
(replaces Memorandum of May 15, 1962; 
see Fed. Register. Vol. 38, No. 174, Part 
III, Sept. 10, 1973)? 

FAA Sec. 611(e). If project is capital 
assisCance (e.g., construction), and all 
$1 million, has Mission Director LgrcLfled 
the country's capability effectively to 
maintain and utilize the project? 

FAA Sec. 209, 619. Is project susceptible N.A. 
of execution as part of regional or multi
lateral project? If so why is p lect not 
so executed? InformaLLon and conclusion 
whether assistance will encourage regional 



ievelopment programs. If assist
ace Li for newly Lndependent
 
:ountry, is it furnished through
 
wLti-lateril organizations or
 
;l&s to the maximum extent appro
gtace? 

c. 60L(e): (anddSec, 201(f) for H..
 

dee 0 n, loans). Information and
 
conclusion. whethar project will en
courage efforts of the country co: 
(a) increase the flow of international
 
grade; (b) footer private initiative
 
jAnd competition; (c) encourage deve

lopment and use of cooperatives, cre
dit unions, and savings and loan sse

ciations; d) discourage monopolistic
 
practices; (e) improve technical ef
ficiency of industry, agriculture and
 
comerce; and (f) strengthen free la

bor uniofl.
 
I 

Sec. 601(b). Information and con- N.A.
 

how will encourage
clusion on project 
u.S. private trade and investment ab

road and encourage private U.S. parti

cipacion in foreign assistance pro-

Sra s (including use of private trade
 

channels and the services of U.S.
 
private enterprise). 

.FAA Sec. 612(b): Sec. 636(h). Describe All local contractual tnd 

steps taken to assure that, to the ocher services will be paid 

Maximo extent possible, the country out of local currencies con
trLbuted by either the GOP,iscontributing local currencies to 

seat the cost of concractual and other or the U.S. 

services, and foreign currencies owned 

by the U.S. are utilized to meet the
 
cost of contractual and other services.
 

FA Sec. 612(di. Does the U.S. own No
 
excess foreign currency and, if so,
 
what arrangements have been made for
 
ics release?
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C. FUNDING CRITERIA FOR PROJECT
 

lopmenc Asstacance Pro ece Criteria 

FMA Sec, 102(c): z8.c. Ill: Sec. 281a. (a)The roads constructed under 
test to which activity will (a)effec- this program are fam to 
,sly involve the poor In development, market roads and so Lnheren.
extending access to ecoomy ac local ly will have a profound ef

vol, Increasing laboriLneensive pro- fact o1 the poor,' espcially 
coion, spreading investment out from the rural poor. Roads of 
ties to small towns and rural areas; chLs type under the on-soing 
d (b) help develop cooperatives, as- Rural Roads Project have 
cially by technical assistance, to proven to have a p nd 
sist rural and urban poor to help them- effect on the Lncm of the 
Ives toward bettor life, and ocher- rural poor affected and has 
so encourage democratic private and enable a whole host of 
cal governmental institutions? services to reach them. 

FAA See, 103. 103A. 104. 105. 106, (b)N.A.
 
7. Is assistance being made available: 
nclude only applicable paragraph 
5., a, b, etc. -- which corresponds 
source of funds used. If more than 

3 fund source is used for project, in
ude relevant paragraph for each fund 
tirs.) 

(103) for agriculture, rural deve- 103 funding for nutrition
 
lopment or nutrition; if so. extent
 
to which activity is.specifically
 
designed to increae-r productivity
 
and income of rural poor; (103A)
 
if for agricultural research, is
 
full account taken of needs u.L
 
small farmers;
 

FAA See. 110(&)% Se.. 20a(e). Is Rural Roads Piaject II is 
the recipient country willing to a loan project therefore in 
contribute funds to the project, the loa. run the entire cost 
and inwhat manner has or will it of the project will be borne 
provide assurances that it will by the recipient. In the 
provide at least 25% of the costs short term the recipient is 
of the program, project, or acci- contributing 421 of the cost 
vicy with respect to which the as- of the project. The local 
siscance is to be furnished (or has governments that will iie 
the latter cost-sharing requizrment the and recipients of the aid 
been waived for a "relatively least- have already comitced chem
daveloped" country)7 3alves c the construction 

of the planned roads by a,
eluding said roads in thLr 

Capital Improvement Planb. 
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FAA Sec. '110(b). Will grant N.A.
 
c46pttal assistance be disbursed
 
for project over more than 3
 
years? If so, has Justification
 
satisfaccory to Congress been
 
made, and efforts for other fi
nancing? 

FA Sec. 207: Sec. 113. Extent The roads constructed under 
to which assistance reflects appro- this project will facilitate 
priate emphasis on; (1)encourag- the flow of agricultural pro-

Ln$ development of dcmocratic, eco- ducts frame 
 fern to market and
 
nomic-, political, ana social insti-
 the flow of good and sevices
 
tutlos; (2) self-hlep in meeting from market to farm and so 
the country's food needs; (3) im- reflects appropriate emphasis
proving availability of trained ou;(l)selfuelp in meting the 
worker-power in the country; (4) country's food needs; (2)pro
programs designed to meet the grma designed to meet the
 
country's health needs; (5)other country's health needs, and
 
important areas of economic, polL- (3)otber important areas of
 
tical, and social development, in-. economic, political, and so
cluding industry, free labor unions, cial development.

cooperatives, and Voluntary Agencies;
 
transportation and comunicatiou;
 
planning and public administration;
 
urban development, and modernize
cion of existing laws; or (6) in
tegrating women into the recipient
 
Country's national economy.
 

FAA Sec. 281(b).. Describe extent The roads that are to be cons
to which program recognizes the tructed under this program
particular needs, desires, and ca- are being constructed in res
paciutis of the people of the coun- ponse to the needs articulated
 
try's intellectual resources to by those who will use thin.
 
encourage institutional development; These roads will facilitate
 
and supports civic education and the flow of goods and services
 
traintng In skills required for ef- to and from the greatest number
 
fective participation in governmen- of people. The technology being

tWl and political processes easen- employed in this project is
 
cil to self-government, such that it is totally within
 

the capacity of the local govern
ma.t which will build or super
vise building of roads.
 



S. 	 FAA Sec. 201(b)(2)-(4) and -(8);
Sec. 201(e): Sec. 211(a)(1)-(3) 
and -(8). 'Does the activity give
reasonable promise of contribu-
clng 	to the development: of econo-

mic resources, or to the increase 
of productive capacities and self-
sustaining economic growth; ofor 
educational 
or other institutions 
directed tuward social progress? 
Is It related to and consistent 
with other development activities, 
and will it contribute to reali
zable long-range objectives? And 
does project paper provide infor
nacion and conclusion on an acti
vity's economic and technical 
soundness?
 

h. 	 FAA See. 201(b)(6): Sec. 211(a)(5),
Li). Information and conclusion on 
possible effects of the assistance 
on U.S. economy, with special re
ference to areas of substantial la
bor surplus, and extent to which 
U.S. commodities and assistance 
are furnished in a manner consis
tent with improving or safeguard-

Ing the U.S. balance-of-payments
 
position.
 

Development Assistance Proect Criteria
 
(Loans only)
 

a. 	 FAA Sec.201(b)(l). InforMatLon 
and conclusion on availability of 
financing from other free-world 
sources, Including private sources 

within U.S. 


b. 	 FAA Sec. 201(b)(2); 201(d). Infor-
mation and contcimeon on (1) cap-
city of the country to repay tht,
loan, including reasonableness of 
repayment prospects, and (2) 
rea-
sonableness and legality (under 
laws of country and U.S.) of lending 
and relending terms ct the loan.
 

Yes. 	 The project vill contri
bute 	to the on-going Rural
 
Roads program, and National
 
Governments program in agricul
tural and industrial develop
meat and the national roads 
prosram. The Project Paper

will 	provide Lnformation and 
conclusions an 
 the economic
 
and technical soundness of 
the project. 

N.A.
 

IBID 	has expressed Interest
 
In possibly exteding $5 million
 
uf credit for road conbcrucLoan
 
of the type being done under
 
this 	project In certain selected
 
sites.
 

(1) GOP is fully capable of
 
repaying loan, repayment pros
pects are very reasonable.
 
(2) Lending and relending terms 
ol loan very reaso.-ble und 
pose no problem under el .... U.S. 
or PhilLppine Law. 
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C. FAA Sac, 201(e). If loan is 

not made pursuant to a multi. 
lateral plan, pnd the amount 
of the loan exceeds $100,000, 
has country submitted to AID 
an application for such funds 
together with assurancu to 
indicate that funds vii be 
usad in an economically and 
technically sound manner? 

d. 	 FM Sec. 201(f). Does project 

paper describe how project will
 
promote the country's economic
 
development taking into account 
the country's human and material 
resources requirements and rel
tionahip between ultimate ob
jectives of the project and 
overall economic development? 

t. FAA Sec. 202(a). Total amount 

of money under loan which is 
going directly to private enter
prise, is going to intermediate 
credit institutions or other 
borrowers for use by private 
enterprise, is being used to
 
finance imports from private
 
sources, or is otherwise being
 
used 	to finance procurements
 
from 	private sources?
 

f. 	 FAA Sec. 620(d). If assistance 
is for any productive enterprise, 
which will compete in the U.S. 
with U.S. enterprise, is there 
an agreement by the recipient 
country to prevent export to the 
U.S. of more than 20 of the 
enterprise's annual production 
during the life of the loel? 

3, Project Criteria Soley for Securtty 
i,,pportnq AssLsance 

FA Sec. 531. How will thib assistance 

support promote economic or political
 
stability?
 

Yes.
 

Yes.
 

N.A.
 

N.A.
 

N.A.
 



ANNEX H
 

The Mission Director's 611 (e) Certification is found in Appendix 2,

Manila 1361.
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NEWT SHOWN INTABLE 0.5. THIS CAN BE INCREASED FROM GOP
 
SOURCES AND ADDITIONAL AID CONTRIBUTIONS AS REQUIRED.
 

- B. RECENT REORGANIZATION THAT HAS TAKEN PLACE WITHIN 
THE ILGCD AnD FURTHER CHANGES ANTICIPATED INTOEC
NEAR FU
7URE APPEAR TO MAKE THE SUGGESTED COVENANT REFERRED TO IN
 
PP FOR A SEPARATE OFFICE UNNECESSARY. THE SINING OF THE
 
LOANFOR RURALROADSBETWEENIBRD ANDIKLGCD INTHERESULTED 

ESTABLISHMIEIIT OFA SEPARATE ROADS PROJECT
RURAL IPROVEMENT 

MANAGEMENT WITHIN MLGCD.THE ASSOCIATED OFFICE
OFFICE 

IMPLEMENTING THE RRP IILOAN ASSISTED BYUSAID WASLEFT IN-

TACT AND STRENGTHENED. IT ISBELIEVED THE PRESENT ARGER
 
ORGANIZATION ISCAPACLE OF HANOLING THE EXTENSION OF THE
 
RAP IIPROVIDED UNDER THE AMENDMENT. FURTHER, MLGCD PLANS
 
TOUSERARP PERSONNEL TODEVELOP ANDIMPLEMENT THE
OFFICE 
PROPOSED LOAN THEIRD PROJECT STAFF.ADO AND STRENGTHEN 
ORGANIZATIONAL ELEMENTS SOUGHT SUCHBYAID, AS 
THEESTABLISHMENT OFA MONITORING AND EVALUATION DIVISION, 
HAVE BEEN INCORPORATED INTO THE CURRENT ORGANIZATION.
 
THEREFORE, 110SPECIAL COVENANTS ARC BELIEVED REQUIRED.
 

- C. INFO REQUESTED PARA 4(C) REFTEL BEING SENT SEPTEL. 

- 0. CERTIFICATION: QUOTE I,ANTHONY 11.SCHWARZWALDER, 
THE PRINCIPAL OFFICER OF THE AGENCY FOR INTERNATIONAL
 
DEVELOPMENT INTHE PHILIPPINES, HAVING TAKEN INTO ACCOUNT,
 
AMONG OTHER THINGS, THE MAINTENANCE AND UTILIZATION Of THE
 
PROJECTS INTHE PHILIPPINES PREVIOUSLY FINANCED OR
 
ASSISTED BY THE UIIITED STATES, 00 HEREBY CERTIFY THAT, IN
 
MY JUDGMENTI, THE PHILIPPINES HAS BOTH THE FINANCIAL CAPA-

BILITY AND THE HUMAN RESOURCES CAPABILLTY TO EFFECTIVELY
 
MAINTAIN AND UTILIZE PROPOSED ROADS TO BE CONSTRUCTED 
UNDERTHE RURALROADSII PROJECT LOAN ASAMENDED UNQUOTE. 
SIGHED AND DATED JULY 15, 1913.
 

- E. TO CLARIFY ESTIMATED CONSTRUCTION COSTS, THE 75 KM 
SHORTFALL BETWEEN THE ORIGINAL PROJECT TARGET OF 650 KM AND
 
THE REVISED TARGET OF 575 KM ISCONTAINED INTHE 211 KM TO
 
BE CONSTRUCTED UNDER THE SUBJECT AMENDMENT. THE 1,660
 
LINEAR METER (..) SHORTFALL OF BRIDGES IS INCLUDED INTHE
 
4,739 L.M. PROJECTED IN THE PP AMENDMENIT. ITISESTIMATED, 
USING THE NEW FORMULA OF 50 OF 70TAL COST AS AID CONTRI-
BUTION, AND UTILIZING REDUCED STANDARDS, THEDESIG1 THAT 
75 KM SHORTFALL WILL BE OVERCOME AT A COST OF 11.1 HILLION,
 
AND THE 1,660 L.M. BRIDGE SHURTFALL BY 11.3 MILLION. THE
 
135 KM ADDITIONAL ROAD, I.E.,ABOVE THE ORIGIIIAL 650 KM
 
TARGET IS EXPECTED TO COST $2 MILLION ANDTHE3,140 L.M. 
ABOVE THE 6,030 PROJECTED INTHE ORIGINAL PP WILL REQUIRE 
12.4 MILLION. COSTS USED ABOVE REPRESENT ONLY THE AID 
CONTRIBUTION AND 00 NiOT=LUDE PROVISION FOR COST ESCALA-
TION AND CONTINGENCY ESTIMATES. SEEPPAIEIIDMENT TABLES C 
AND D. THUS THE TOTAL OF THE ABOVE IS 56.1 MILLION IN 
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CONTRAST TO THE $9.6 MILLION TOTAL FOR CONSTRUCTION SHO'14N 
IN THE FINANCIAL TABLES WHICH INCLUDES ESCALATION AND 
CONTINGENCY. 

5. FYI, MISSION Is SCHEDULING SIGNIIIG or LOAN AIMENDMENT 
ASAP AFTER EXPIRATION DATE OF CN. CONFIRM IF Ci WENTTO 
HILL JULY 14. 

6. MISSION RECEIVED LOAINAMIENDMENT LETTER FROMREQUEST 
NIEDA JULY 14, 1980. SENOIiG SEPTEL. ROSENTHALDATED 

UNCLASSIFIED
 


