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I. SmMARY AND RECCa1ENDATIONS 

A. 	 GRANEE: The Ctovernment of the Philippines (GOP) will be the 

Grantee. 	 The executing agency will be the Secretariat of the 
(MAC). Project ccmponents will beManagement Advisory Committee 

implemented by the provincial goverrmoents of all six provinces of 

Region III and in some cases regional or national line minis.ries or 

agencies.
 

B. 	 AMCIa: - $45.0 million 

C. 	 PURPOSE: To provide ESF funds resulting from the Amended Military 
Bases Agreement of 1947 to assist the GOP with ameliorating the poor 
socio-econcmic conditions of squatter ccma iities in the reverted 

the 	perimeters military facilities in thebaselands and along 	 of U.S. 
Philippines and with enhancing the socio-economic development of the 

wider impact area of such facilities through high priority, 
growth-related infrastructure projects. 

D. 	 PROJET DESCRIPTION: Under this project, peso fumds will be made 

available to:
 

(1) 	 support GOP efforts to resettle and/or ameliorate conditions in 

existing squatter settlements within the reverted baselands and 

along the perimeter of the bases; and 

(2) 	 support high priority, grcwth-related provincial capital
 
improvement projects.
 

E. 	 PR= ELEMERM: 

($ 000) 
Consultant Services to Provincial Governments $ 4,000 

10,000Squatter Assistance 
31,000Provincial Capital Improvents 

$45,000Total 

F. 	 ANALYSES: The analyses in thq project paper present ov rall feasi­
bility considerations, as well as indicate criteria to be applied in 
assessing stbproject viability. In the course of finalizing 
subproject plans, all standard analyses (including technical, 
institutional, administrative, social, econcmic, financial and 
environmental will be undertaken by the GOP and reviewed by AID, as 
appropriate. 

45.0 million be authorized forG. 	 PRLfNDTION: That an ESF grant of 
the proposed Regional Development Fund Project. 



II. BACKGRM AND DETAILED DESCRIPTION 

A. BACKGL]JND 

1. General
 

In early planning exercises for the ESF program in the 

it was thought that $60 million (of an estimatedPhilippines, 
to be made available during

total of $200 million of ESF funds 
to the socio-economic

the period FY 1980-84) would be devoted 
of the Clark reverted baselands. However, this 

development 
for a variety of reasons, including:

activity was de-emphasized to be 
continuing uncertainty over the proportion of the baselands 

available by the Philippine military for civilian settlement
made 

and political difficulties associated with
and development;

institution with overall responsibility for the 
identifying an 

the GOP decided toa consequence,development procts. As 	
two objectivesthese funds to accomplishingredirect a portion of 

of the Bases Agreement
related directly to thie language 

poor socio-economicamendment: (1) amelioration of the 
of the revertedin selected areasof communitiesconditions U.S. military

baselands and the immediate vicinity of the var-ious 
of the socio-economic development

facilities; and (2) enhancement 
area of the U.S. military facilities through

of the wicer impact 
financing high priority growth-related

a program directed at 
infrastructure projects. 

as excellent ones to 
AID views these Philippine activities 

the ESF ccmmi nt made in association with the 
support under 

ilitary Bases Agreement. By means
 
1979 amendments to the US-RP 
 to improve socio-economic 
of this support, AID can assist the GOP 

military facilities and provide foreign
conditions around U.S. 

zo assisL the balance of payments and economic stabilit­
exchange overall BSF strategy.
of the Philippines consistent with AID's 

two with its ESF
the Mission is pursuing purposesInasmch as 

$200 million over a 
assistance to the Philippines -- to provide 

economic development -­to promotecertain period of time and 

this Project is addressed toward achievement of both purposes 
and detailedThe historical backgroundsimultaneously. 

are set forth below.
description of project components 

2. 	 Historical Context 

land in Pampanga and
between 60-65,000 hectares ofPrior to 197v, 

under the jurisdiction of the military of 
Tarlac Provinces were 

having been established as a U.S. 
the United States, the area 

Theodore Roosevelt. It
in 1903 by Presidentmilitary reservation 
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was returned to Philippine jurisdiction in 1979 with the signing 
of the Amendments to the Military Bases Agreement of 1947. Wile 
relinquishing sovereignty over the entire land area, the U.S. 
retained the right of unhampered access (for military use) to the 
roughly 6,000 hectare portion which constitutes the Clark Air 
Base proper and to use of the 17,000 hectare Crow Valley Bombing 
Range (see Map 1). The remaining roughly 41,000 hectares 
reverted to Philippine control. 

The so-called reverted baselands were once the exclusive preserve 
of the Ayta or Negrito upland tribes who foraged and hunted in 
the forests and fished the wetlands. Over a long period of time, 
most Ayta retreated high into the Zambales Mountain Range, as 
they were displaced by large numbers of lowland settlers who 
farmed portions of the military reservation. In the hills, the 
Ayta increasingly adopted shifting agricultural (kaingin) 
practices. 

With the establishment by President Roosevelt of Clark, 
originally known as Fort Stotsenburg, some Ayta became involved 
with base activities. As a result, Ayta settlement camps were 
established along the base perimeters. This marked the beginning 
of a long and significant relationship between the U.S. military 
and the Ayta, which continues today. The Ayta were initially 
invited to provide the labor for construction of stables for the 
cavalry and for the maintenance of forage. They were also relied 
on to provide guide services for cavalrymen. In exchange, the 
military gave gifts to the Ayta King Lucas and his people and 
extended fort privileges to them. 

The real growth of the ClarK (Fort Stotsenburg) facility came 
after World War II. At tne conclusion of the war, many Ayta who 
had befriended American servicemen during the effort to extract 
the Japanese came down from the hills to work at the base a@ 
guard staff, as well as various base service jobs. 
Semi-sedentary Ayta settlements were established at present-day 
Sapang Bato Barrio, on the southern perimeter of the base. In 
1952, some of these Ayta were relocated to the present site of 
Macapagal Village on the base's northern perimetaer. The 
settlements grew with the lure of increasing employment 
opportunities, and more Ayta left their upland sources of 
livelihood. Land-hungry lowlanders bought the usufruct rights 
from the departing Ayta and began to settle and plant sugarcane 
and wet-rice fields in the lower valleys of the military 
reservation. In time, some lowland settlers also joined the Ayta 
at Macapagal village.
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Beginning in 1957, various attempts were made to remove the 
settlers from the perimeters of the Clark Air Base in the 
interest of enhanced security. However, as soon as same Ayta 
were moved to a settlement site within the base called San 
Joaquin where they continued their base employment, their old 
homes at Macapagal were taken over by additional lowland settlers 
who bought the rights to their fields. Therefore, when a new 
base commander decided ten years later to move the Ayta again, 
for security reasons, their homes were dismantled and mcved to a 
sugarcane field east of Macapagal. The new settlement of Marcos 
grew quickly with the addition of more lowlanders and additional 
Ayta seeking employment, especially as Clark Air Base grew in 
importance during the Vietnam war. During this period, more 
lowland tenant farmers also moved into the reservation to work 
the sugar plantations established in the Sacobia River area just 
north of the base. 

Thus, when Ayta privileges to use base facilities were revoked in 
the 1970s and employment opportunities wound down at Lhe 
conclusion of the war, the Ayta found themselves highly dependent 
upon Clark Air Base and simultaneously caught in a land squeeze 
in the hills of Sacobia. Ar. the same time, base officials became 
concerned about increasing problems ranging from security 
breaches to health and sanitation problems at the poor squatter 
commuities along the base perimeters. In 1974, base authorities 
requested the Ministry of Agrarian Reform (MAR) to resettle the 
residents of Marcos and Macapagal to Zone F of the military 
reservation which had reverted to Philippine jurisdiction in 
1969. First the USAF and then MAR contracted with the
 
Development Academy of the Philippines (DAP) wktich undertook 
planning studies for the relocation. However, by 1975, MAR and 
DAP concluded that Zone F wa not suitaole for the resettlement 
of the Marcos and Macapagal populations, and they requested the 
use of E nearly 5,300 hectare site in the Sacobia River area. 
The USAF concurred and an agreement was reached with the Armed 
Forces of the Philippines to develop what has become known as the 
Sacobia Resettlement Area for 600 families. 

Thus, when the much more extensive baselands at Clark reverted to 
Philippine jurisdiction in January 1979, MAR was already involved 
in planning for the relocation of the entire villages oi Marcos 
and Macapagal to new homesites at San Vicente and Calumpang, two 
settlem-2nt sites in Sacobia. Immediately following the 
reversi)n, President Marcos directed the Ministry of Hman 
Settlemmts (MHS) to take over responsibility for developing the 
Sacobia Resettlement Area as a special project of the Bagong 
Lipunan Sites and Services (BLISS) program. To accomplish this 
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he created the Sacobia Development Authority (SDA). Construction 

of roads, bridges, and housing began in San Vicente in May 1979; 

and pilot-scale livelihood projects were begun largely under the 

aegis of the Ministry of Agriculture. Unfortately, for a 

variety of reasons, the current 100 resident families at San 

Vicente are not the planned Marcos-Macapagal squatters but 

settlers from outside areas. 

ten years of effort, the Ayta-lowlandersTherefore, after nearly 
squatters remain along the perimeters of the Clark Air Base where 

they live in substandard conditions and continue to present base 
concerns. Accordingly, CABCCt,officials with security and other 

the Philippine Clark Air Base Command responsible for maintaining 
that ESF funds be used tothe perimeter, has indicated its desire 

the condition of squatter communities generally and toameliorate 
relocate tcose squatters along the northern perimeter who are a 

the residents of Marcos andsecurity concern. This will affect 
Macapagal Villages, as well as other squatters residing within 

the Crow Valley Bombing Range. (Squatters in the Sapang Bato 

cmnity, along the southern perimeter of the Base, are also 

being resettled. The problems associated with other squatter 
Subic Naval Station and Johncamxmities, including those around 

Hay Air Station at Baguio, are also beginning to demand more 
attention.) 

Clark Air Base, Subic Naval Station, and other U.S. military
 

installatins in the Philippines have had an impact on a much 
wider population than those who have become squatters along base 

chartered cities and municipalitiesperimeters. The provinces, 
onaround these facilities and the barangays which have grown up 

the reservations have been affected in various ways by the 
presence. 4ile theex.stence of the bases and the large U.S. 

provide eDloyment and have generally contributed to thebases 
economic life of the area, they have also strained marginal and 

are the responsibility of theinadequate public services which 
national and local governments. 

Subic Naval StationThe overall impact of Clark Air Base and 
increased dramatically following World War II, especially during 

the Korean and Vietnam conflicts. The support ecoixcnies, 
typified 'by commercial strips along the boundaries of the bases, 

grew equally rapidly, responding to the growin6 requirements for 
for a wide variety of labor skills.supplies -nd provisions and 

for many years as the premsier econamicThe bases functioned 
magnet wizhin these areas, as thousands of people were drawn to 

the econanic activity generated by the bases and populations 

nearby caie to depend on them. 
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Both the national goverment and affected local governments have 
argued for sae time that some form of compensation or assistance 
from the United States was justified to help the more heavily 
affected provinces, cities and municipalities improve their 
social and economic well-being. This sentiment is heightened by 
the sharp contrast between living conditions on the bases and 
those in neighboring areas. While the U.S. and Philippine 
militaries have maintained active civic action programs over the 
years to assist the municipalities, program budgets were
 
inadequate to make more than a limited contribution. As a 
result, when the 1947 Military Bases Agreement was amwnded in
 
1979, the United States made a "Dest efforts" crmitment to
 
rovide $200 million of Economic Support Funds (ESF), as well as 

$ million of military assistance, as compensation for 
continued unhampered access to U.S. military facilities Li the 
Philippines. Also, as has been noted, approximately 41,000 
hectares of land sux-rounding the Clark Air Base reverted to 
Philippine jurisdiction, some of which is available for economic 
development. In a Memorandum of Understanding following signing 
of the amendment, Mini ter of Human Settlements Imelda Rcualdez 
Marcos and U.S. Ambassador Richard W. Murphy reaffirmed an 
earlier statement by President Carter that the ESF was "desl4ned 
to improve economic and social conditions in the Philippines with 
eniasis on areas surrounding the military bases and the returned 
base land areas." Itwas also understood that the resulting 
projects would be directed at serving the basic human needs of 
the Philippine population. 

The Municipal Development Fund (492-0361), authorized at a total 
ESF funding level of up to $70 million, was obligated in FY 81 to 
begin falfilling this understanding. The purpose of MDF is to 
provide ESF funds to enhance the capabilities of selected 
municipalities, with an emphasis on those most affected by U.S. 
military facilities, to manage resources in carrying uit 
development activities responsive to locally estab110-­
priorities. As of this date, the chartered cities of Angeles and 
Olongapo and seventeen amicipalities close to Clark Air Base and 
Subic Naval Statin are planning to participate in MDF. 

The Regional Development Fund (RDF) will enable the United States 
and Philippine governments to move further toward fulfilling the 
understanding. Through RDF, funds will be available for two 
essential objectives: (1) to address the condition of squatters 
around the perimeter of the military bases and on the reverted 
lands, and (2)for high priority growth-related subprojects of 
provinces in Pgion III as well as region level subprojects. 
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the remaining 106 municipalitiesThrough the provinces, 
the seventeen MDF municipalities) in Region III will

(excluding 

be eligible to participate.
 

of the MDF and those plannedThrough the combined subprojects 
under RDF, including activities to ameliorate the living 

conditions of squatters in and around the bases, a total of up to 

$115 will have been made available to improve economic and social 
area of U.S. military facilities.conditions within the impact 

In additin, $5 million was obligated in FY 81 for the 
the Sacobiaaccess road intoconstructio, and improvement of an 

for feeder road construction, and
portion of the rejerted lands, 

to refine techniques for
for a soil and water conservation pilot 

largely denuded Clark revertedarresting the degradation of the 
for an
lands. Finally, preliminary planning is underway 

integrated Upland Agricultural Resource Center costing up to $10 

million which may be constructed on the reverted lands for area 

as well as serve as an important regional site for
farmers, 
adaptive research on upland farming and soil and water 

In all, between $120 and 130 millionconse-vaticn techniques. 
will have been targetted on the development of the impact area of 

is in addition to the
U.S. military facilities. (This figure 

two-story elementary schools more than 200 three-room ard twelve 
built in Region III under the Elementary Schools Construction 

project, the first ESF activity following the signing of the 1979 

B. DETAILED DESCRIFION 

1. General 

support to
This Regional Development Fund Project is set forth as 

was chosen because it is 
a GCP-managed fund. The fund approach 

overall ESF strategy andgovernment'sconsistent with the U.S. 
to implement

with the concept that GCP-cwned pesos are being used 
concept places responsibilitysubproject activities. Thp fund 

squarely on the GCP implementingfor subproject execution 
the GCP inagencies while giving AID a joint role with 

the GCP will use in
structuring the criteria and procedures 

an extremely
designing and implementing subprojects. The Fund is 

and the GCP, to group into a
useful mechanism, for both AID 
single project a range of Philippine-initiated activities. Using 

to the GOP
it, AID can support, via an ESF dollar transfer 

Treasury, additional GOP development activities which the 
finance and

Philippines would not otherwise be in a position to 
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which AID would not be in a position to manage as separate
 

projects. Additionally, AID monitoring attention can be 
focused 

on the process by which local goverrmnt units plan, organize, 
finance, implement and maintain locally-chosen infrastructure 

projects.
 

In the case of RDF, AID has elected not to monitor the details of 

subproject implementation but to a major extent to rely on the 

capacities of existing institutions. Use of the fund concept 

does, however, insure AID a "seat at the table" in deciding the 
subprojects areapproaches, criteria and procedures by which the 

Uhile AID will have limited subproject monitoring
carried out. 

responsibilities, it will be concerned with the effectiveness of
 

Using this approach,
the existing institutional arrangements. 

subproject monitoring will rot be an unmanageable work item for
 

AID. 

The RDF will be capitalized in two ways. First, AID will hold in
 

an mount of $3.0 million to be
 reserve, on behalf of the GC, 
used for foreign exchange costs. These foreign exchange funds 

will be disbursed using traditional Letters of Comnitment and 

Letters of Credit or other appropriate mechanisms in support of 

selected subprojects requiring foreign exchange-financed goods or 

services. Second, the GOP will appropriate pesos to be alloted 

to the Fund, under the stewardship of the ESF Secretariat, 
Ministry of Human Settlements (MHS), for selected regional 

development subprojects, including squatter assistance. In 

exchange for this allotment of pesos for the RDF over and above 

those that would normally be provided and in exchange for the GCP 

agreeing to certain terms and conditions on the use of these 

funds (e.g., AID monitoring, approvals and audit rights) as 

an executed bilateral project agreement, AID willcontained in 

support the local cost components of the Fund via annual dollar
 

This procedure is described
disbursements to the GOP Treasury. 

in the 'Implementation Planning" section of this paper.
 

The capitalization of the Fund will result in squatter assistance 

subprojects within the imdiate impact area of the bases, as 

well as capital imrovements supportive of the economic 
The RDF does not have as
development of the region as a whole. 


D se. However,
its primary purpose institutional development 

fact that both GCP regional planning structures and the
the 

provincial governments themselves will have significant
 

additional resources at their disposal will result in gains in
 

instituzional capacity to plan, coordinate and implement
 
Aile this is viewed as a secondary
development subprojects. 


benefit of the RDF, it is considered important.
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2. Squatter Assistance
 

The Squatter Assistance component of RDF will include
 
resettlemenc and settlement upgrading to improve the living
 
conditions of Ayta and Lowland Filipino squatters currently
 
residing along the perimeter of U.S. military facilities or
 
within the reverted baselands. 4iile subprojects may ultimately 
include squatter communities at other bases, initial activities 
will concencrate on three commnities along or near the northern 

perimeter of Clark Air Base and another three ccanities within 
Crow Valley Bombing Range. Th-ese communiies are being given
 
emphasis, because the proliferation of marginal squatter
 
communties around the Clark reservation is a problem not only to 
Clark Air Base authorities but increasingly to municipal and
 

provincial governments as well. In addition, the reverted 
baselands present an imediate opportunity for squatter
 
resettlement, where upgrading of current communities is not
 
feasible. 

At present, it is estimated that 64-k f.milies reside in the 

villages of Marcos, Macapagal and Calumpang to the north of Clark 
(Refer to Map 1). Located in Pampanga Province, they are 
generally considered to be within the jurisdiction of the 
municipality of Mabalacat. ;&ile Calumpang is accessible by road 

to Mbalacat (through Sacobia), the villages of Marcos and
 

Macapagal remain isolated ccmunities without access to 
employment or social services except through Clark Air Base. 
Although there are aoe basic facilities and services within the 
communities, such as elementary school buildings and barangay 
health centers, they are inadequate. Further, staff to man these
 
facilities now tavel via the base road. Employment is highly
 
dependent cn access through the base: some residents work at
 
legitimate Jobs on the base and enter and exit through an
 
existing "temporary gate" known as Negrito Gate; others farm both
 
sides of the Sacobia River and take their crops to market on 
jeepneys which serve Marcos-Macapagal through the base. The
 
problem of access is ccmpounded by the physical characteristics 

of the present location of the two coemnities which are bounded 
on the north by the Sacobia River. The two villages are perched 
along the eroding southern bank of the river, with houses 
literally built up against the base fence; there is currently no 
alternative route.
 

The comunities of Sta. Juliana, Maruglo, and Bueno in Crow
 

Valley are located in a restricted zone under the exclusive use
 

for bombing practice of Philippine, U.S. and allied military
 
personnel. The three ccmunities are populated by a
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including bothheterogeneous group of approximately 555 Lailies, 

Ayta and lowland Filipinos. Located witkhin Tarlac Province, they 

under the political jurisdiction of Capas.are 

The proximity of the settlemnts within Crow Valley to the firing 
to the life and safety of the squatters. Inrange poses danger 

for theadditior, the inaccessibility of the comnunities accounts 

absence of social services, facilities, and other amenities, 
including transport, sanitation, agricultural extension services, 

have resistedmarketing, and so on. However, the squatters all 

earlier efforts to resettle them into other commnities within 
or outside the base. They apparentlythe Clark reservation 

derive mich of their livelihood from constructing targets for 

bombing practice for the military and from scavenging the 

practice bombs dropped there regularly. Resettling them outside 

Crow Valley tnerefore would involve creation of alternative 
as as of basic physical andemployment options, well provision 

social amenities. 

Planned subprojects under the squatter assistance component of 

RDF will include both resettlement and settlement upgrading. 
arePreliminary socio-economic surveys and planning studies 

underway uxer the aegis of the MAC Secretariat, but in 
consultation with the provincial governments. Initial findings 

suggest that it will be necessary to provide basic social 

services and facilities to the communities, together with 

livelihood assistance, in addition to undertaking sites and 

services and, in the case of resettlements, actual housing 
to provide targetted beneficiaries withconstruction. The aim is 

housing structures and basic supportive facilities and services 
tnr run.to ensure their self-suffici.ncy in long In view of 

their extremely low incomes cme combination of grant and loan 
On one hand, the MAC is anxious notassistance will be provided. 

impression of unlimited grant assistance whichto create the 
to move- onto the reverted baselands.could prompt more squatters 

because these people must move to accommodateOn the other hand, 

military requirements of continued secure use of the Clark
 

are poor, it is not realistic tofacility and because they 
in the provision of sitescontemplate strictly loan assistance 

and services, including housing. 

Designing the total assistance package will include the following 

steps: 

- Establishment of a senior-level, inter-agency group
 
formulation and coordination of
responsibie for GCP policy 

squatter resettlement/upgrading projects on and around the 

bases. 
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Establishment of a planning process which ensures 
participation of both Ayra and lowlarder groups, as well as 

local and national governments; 

Design and implemntation of livelihood/income generating 

ventures which go beyond land cultivation; 

bridges and drainage;- Construction of needed roads, 

Provision of lhousing, as well as corresponding cammuniry 
classrooms, medicalfacilities, including adequate school 


facilities, and so on; and
 

Provision of a clean domestic water supply system and 

electrification. 

based on similar programs elsewhere in theCurrent estimates, 
will cost k50-75,000Philippines, are that such development 

($6,250 - 9,500) per household. In addition, it will be 

necessary to finance the costs of the following : land surveys, 
of siteenvironmencal assessment studies, the preparation 

developmenE plans, detailed engineering studies, detailed 

socio-econmic surveys and livelihood feasibility studies. 
come from the Project DesignFunding for these studies will 

or fromProject (492-0343), to the extent funds are available, 
the RDF design component. 

underway, squatter assistance subprojectsOnce implenentation is 
will become the responsibility of the provincial governmemts in 

and national government ministriescooperation with regional 
engaged in housing and shelter. This is considered advantageous 

for a number of reasons: (1) the importance, from both a 

political and service-delivery standpoint, of integrating the 

squatters into surrounding jurisdictions; (2) the desire of the 

provinces .o take a leadership role, and (3) the greater 
a participatory venturelikelihood of achieving success with 

which includes local government rather than a top-down approach 
as resettlement and squatterto such politically difficult issues 

settlement upgrading. In recognition, however, of the 

inexperience of the provincial governments in planning and 

implmntLng squatter projects, provision will be made within the 

project for the provincial governments to enter into cooperative 
government or privateagreements with agencies of the central 

for planning, design and the actual implementation ofcontractoTS 
agencies to becomethe subprcjects. The most likely national 

parties tc such agreements are the Ministry of Agrarian Reform 

(MAR) or n agency of M S, such as the National Housing 

Authority, the P.nan Settlements Development Corporation, or 

perhaps tte Sacobia Development Authority. 
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In viai 	 of increasing pressure from military ana political 
to resolve some of the outstanding squatter problems, thesources 

MAC Secretariat is proceeding with the detailed design of the 
first squatter ariistance subprojects. In so doing, resolution 

of the following issues will be necessary: 

(1) Security of Tenure. 

is since the objective isResolution of this issue critical 
to offer some combination of grant and loan assistance to 
the squatters and long-term investment and development of 

the land resources is being encouraged. The issue of land 
tenure is quite possibly Lihe most volatile one in the Clark 
Air Base area today. Apparently by agreement with the U.S., 
the reverted baselands must remain public at least until 

1991; in the interim they cannot be sold to private citizens 
or organizations Since it cannot provide private title to 

the lands, me GOP is proposing to grant long-term leases to 

settlers and private organizations occupying them. However, 

the duration of such leases, someidere between ten and 
twenty-five years, is still uncertain. To some extent, the 

plan to 	provide a mix of loan and grant assistance under RDF 
may help resolve the issue, since all parties agree that 

current and potential residents reed assurance that they 
have sufficient vested rights to the land to borrow 
initially and to make further development wohrtnile. 

(2) Social Dislocation. 

To the extent that resettlement assistance is necessary, 
ra&er than simpler settlement upgrading, social dislocation 
is inevitable. Integra-ed physical and socio-economic 

aredevelopmmit plans will minimize whatever adverse effects 
created. However, in the case of Marcos-Macapagal 
squatters, the problem will be compounded by their generally 
negative perceptions of the Sacobia Resettlement Area. 
Further, they have experienced a series of unpleasant moves 
in the past, and promises of assistance and services have 
usually not been fulfilled. To minimize resistance, it will 
be important to involve squatters fully in the planning 
process, whether resettlement or settlement improvnt is 
determined to be the preferred course. 

(3) Service Delivery and Isifrastructure Support. 

The current locations of Marcos and Macapagal, as well as 
the Crow Valley squatters, illustrate the difficulties of 

providing socio-economic infrastructure, such as population, 
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health care and educational services and facilities, as well 
as employment opportunities and transportation, to remote
 
localities. This will be less of an issue if they are 
integrated into exdsting communities, 
Calumpang or O'Donnell to the north. 

for instance at 

(4) Livelihood. 

hile many of the squatters are lowland and slash-and-burn
 
farmers, others derive legitimate employment from Clark Air
 
Base, including some Marcos-Macapagal squatters and those
 
building bombing targets and scavenging on the Crow Valley
 
Bombing Range. Adequate livelihood opportunities Wich
 
build on their existing skills and recognize employment 
preferences must be made available. The San Vicente BLISS 
Project at Sacobia neglected to provide timely or adequate 

livelihood opportunities and thus underscored the fact that 

livelihood opportunities must be developed before settlers 
are moved in or they will not stay in their new homes. The 

San Vicente experience is known to many current squatters, 
especially those at Marcos-Macapagal. 

(5) Political Jurisdiction.
 

The Crow Valley squatter communities clearly fall within the
 

mnicipality of Capas, Tarlac. However, jurisdictin over 
Marcos, Macapagal, and Calumpang remains unclear at the 

miicipal level, although most observers consider them 
within the jurisdiction of Mabalacat, Pampanga. The 

decision to implement the project at the provincial level 
was made in part to circunvent continuing uncertainty over 
municipal jurisdiction. Other jurisdictional issues, 

address squatter
however, continue to plague efforts to 
problems and fully utilize the de%lownt potential of the 

reverxted baselands. Among them are: (1)the difficulties 
associated with efforts, to date, to work with the Sacobia 

far has been reluctant toDevelopment Authority which thus 
identify which parts of its 5,300 hectares are available for
 
resettlement, settlement upgrading, or other development
 
activities financed under the ESF program; and (2)continued
 
uncer-ainty over how much of the reverLed lands might be
 
reserved by the Philippine military for its use.
 

The t:.'L..De of the squatter assistance component of RDF is 

such *at detailed planning must be undertaken in 
conjunction with each resettlement or sectlement upgrading 

However, COP policy and approaches to squatter
subproject. 

resetclement are continually evolving. Therefore, the GOP
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has agreed, in exchange for AID suppom via annual dollar 
transfers, to allow the Mission, at its discretion, to review and 
approve detailed plans, implementation schedules, and budgets for
 
subprojects prior to disbursing pesos for them, but following RDC
 
and Secretariat approval. Following AID approvals, the projects
 
will be sent to the MAC for final Eidorsement.
 

In the absence of such plans at this time, the ccmponent has been 
tentatively budgeted at $10 million which is considered more than 

sufficient to finance resettlement/settlement upgrading
 
anticipated at Marcos-Macapagal-Calumpang and at Maruglo-Sta.
 
Juliana-Bueno. Any remaining balance will be available to
 
undertake similar subprojects elsewhere in Region III. Should 
$10 million e.cceed the cost of all RDF squatter subprojects, 
surplus funds will be made available to the provinces under the 
capital improvement component of RDF. 

3. Provincial Capital Improvement Assistance
 

Under this component oi &.? RDF, peso funds will be appropriated 
by the GOP to capitalize a fund for capital improvements at the 
provincial and/or regional level. The six provinces of Region 
III -- Bataan, Bulac¢an, Nueva EciJa, Pampanga, Tarlac, and 
Zambales -- will participate (Map 2). Within Region III, the 106 
municipalities not covered by the Municipal Development Fund 
(MDF)will >e eligible for participation through the provinces. 

Based on planning guidelines developed by the KAC with 
concurrence of the RDC, participating local governments will
 
identify priority capital improvement subprojectz, such as bridge 
and road construction, water supply, flood control, and 
construction and repair of selected public buildings (see Annex 
C), not included in the regular GCP budget. The Regional 
Development Council (RDC) of Region III and the- Secretariat will 
consolidate the provincial requests and review them according to 
agreed upon criteria for RDF subprojects. 

All subprojects agreed upon by the RDC for financing under RDF 
will be subject to a preliminary screenin and approval by the 
MAC Secretariat, based on the Secretariat s '"ProjectDevelopment 
System" manual similar to AID Handbook 3. This system aims to
 
ensure that the projects contribute to the overall development
 
objectives of th]e GOP and specifically of Region III and that 
proper design procedures and standards are being applied, 
includhig those related to protection of the environment. (The 
Secretariat's Project Development System is discussed further in
 
the Adiainistrative Analysis.)
 



-15­

for projects to beThe following criteria shall be satisfied 
eligible for funding: 

- Subprojects shall be certified by the RLC as beneficial and 

of high priority for socio-econcmic development, employment 

creation and supportive of private sector growth in 

participating provinces; 

- Priority shall be given to subprojects which are supportive 

of the Regional/Provincal Development Plan; 

- All subprojects shall be technically sound and economically 

justifiable; full consideration shall be given to such 

factors as size of population benefitted, economic 
and quality and extent of socio-econorticexternalities, 


impact;
 

- Proposals for revenue generating subprojects shall 

demonstrace that they are self-sustaining in terms of 

operating and maintenance costs; such subprojects should 

dem±-sor.ate a nigh cost recovery rate, recovering a large 
all of the initial investment, as ell asproportion if not 


all operating costs;
 

- Proposals for non-revenue generating subprojects shall 

insure that a&dquate arrangements are made for the provision 

of resources to cover operating and maintenance costs, and 
are planned;that cost-effective activities 

- only subprojects which are not already included in the 

budgets of regular government agencies shall be approved for
 

RDF funding.
 

The nominating province shall be responsible for preparing
 
and required
subproject docurentation, including a description 


pre-feasibility studies, with assistance from the RDC technical
 
staff and/or the staff of the MAC Secretariat. Funding for costs 

associated with initial project identification will be borne 
by 

local goverrmnt. Once specific subprojects arethe naminating 
approved for development, the nominating local government will 

be
 

RDF project design funds for detailed designeligible to draw ox 
The RDF will also include funding forand engineering work. 
for instance the contract services of antechnical assistance, 

A&E firm, for those provinces without sufficient project
 

design/ iplemntation capability.
 

Once approved, subprojects will be implemented by nominating
 
line agencies as
local governments with assistance of national 


appropriate. Depending upon the nature of the proposed activity,
 



Map 2. REGION III
 

CENTRAL LUZON
 

PSan Jose
 

NUEVA ECIJA 

Tarlac 
.Palayan 

TAELACq Cabanatuan 

Iba 

___ES AIR BASE 

PAMPAPG 
@SanFead


SUBIC BULACAN 
NAVALSTIO 

0 Maloloa
 

MAII
 



- 16 ­

implementation will be accomplished by force account, contract or
 
through a cooperative agreement with a national government
 
agency. The following considerations shall guide the final
 
selection of implementing entities:
 

- the nature of the project in relation to trhe regular 
functions and responsibilities of candidte local goverment 
units/national government agencies; and 

- the capability of the candidate agency in terms of existing 
competence, manpower resources, and tquipment required to 
implement the subproject. 

The technical staff of the RDC and the Secretariat will assure that
 
the implemnting entity finally selected fully satifies these
 
criteria.
 

All basic infrastructure subprojects which are non-revenue generating 
(for instance, roads, bridges, flood control, drainage, health
 
centerp) w-ill be funded on a straight grant basis. Revenue
 
generating infrastructure subprojects such as water supply, rural
 
electrification and power, or solid waste disposal, on the other 
hand, will be loan funded. Interest and principal grace periods, and 
term of the loans will be determined, based on the financial position 
of the implementing local goverrment. Interest rates, however, are 
expected to be the same as those in the Municipal Development Fund -­
currently 9 per cent. 

III. PROJECT ANALYSES 

A. GENERAL CONSIDERATIONS 

The details of both the squatter assistance and provincial capital 
improvements components of the RDF remain to be worked out. In the 
course of finalizing subprojects plans, all standard analyses 
(including technical, institutional, administrative, social, 
economic, financial, and environmental) will be given consideration 
by the GOP and reviewed by AID as appropriate. Therefore, the 
discussions and analyses which follow present overall feasibility 
considerations and indicate criteria to be applied in the assessment 
of subproject viability.
 

B. TEMICAL/INSfTIOTfONAL ANALYSIS
 

Beginning in the 1950s, efforts were made to enhance the role of 
local goverment in the Philippines. A series of decentralization 
laws promoted local government involvement inan increasingly wide 
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part both poer and resources 
range of areas, although the most 

central government in Manila.
remained concentrated with the 

the role of local goverrment was relegated to 
Practically speaking, 

programs witiout any prior local 
administration of central goverment 
input into planning. 

the emphasis of Philippine develcpment efforts 
In the mid-1960s, 

from capital intensive industrializationbegan to shift away 
social and economic development in the 

concentrated in urban areas to 
initial support of rural development in the 

rural sector. AID's 
of necessity, concentrated on centrally

early and mid-sixties was, 
in retrospect, failed 

designed and managed development efforts which 
local needs. As a result, AID became convinced 

to adequately address 
in the area of rural development

that little would be acomplished 
until local people were given a greater voice in development of their 

the original stimulus to what was to become a major 
areas. This was 

on the part of AT.. to develop the capacity of local 
commitment 
government to effectively manage its resources and improve the 

quality of public services. 

for Rural Economic(Systematic Programming"Operation SPREAD" 
the provinces of Tarlac and 

Assistance Development) was initiated in 

Laguna on a to year (1966-68) pilot basis. Its success in 

a basis for further institutional development of
establishing 

led the GCP to establish the Provincialprovincial governments 
(PDAP) in 1968. USAID's complementary

Development Assistance Project 
a subsequent Local Development

Provincial Development Project and 
Project provided advisors, commodities and training assistance to 

sustain economic
develop local goverrment capacity to foster and 

out 1978 after reaching
development. PDAP was essentita0y phased in 

all those proposed for inclusionincludingtwenty-eighc provinces, 
Special Projects (SPs) were funded 

under RDF. Subsequently, several 

by USAID and the GOP covering PDAP and other provinces with requisite 
Rural Roads IThe SPs include:planning and engineering capability. 
Centers, and 

and II, Real Property Ta Aministration, Rural Service 
(See Annex D for a fuller discussion of 

Barangay Water I and II. 
including its 

government institutional development,Philippine local 
impact on economic development.) 

and the provision
its highly strucrured development approachThrough 

rarkedly enhanced the planning and 
of capital resources, PDA? 

Participation
management capabilities of participant provinces. 

a fully
included such standardized requirements as establishing 


staffed Provincial Development Office, performance budgeting,
 
all of which were intended toand on,preparation of annual plans, so 

at the provincial level. 
build planning and management capacity 

rigid in itsOrganization became somewhat
Although zhe PDAP Central 

the program strengthenedthese tools and requirements,adherence to 
capacity, thereby contributing to the

provincial goverrment 
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executive and its professionalinstitutionalization of the provincial 
staff. PDAP-established systems have beccme required for GOP 
budgeting purposes, and they have been adopted by many non-PDAP 
provinces. Te accepted planning systems and procedures include: 
the socio-economic profile, road network development plr-iing, 
sectoral de'relopment planning, provincial cocmprehensive planning, 
project eva.uation an priority ranking techniques, capital 
improvement programs, real property tax administration systems, 
budgeting-accounting-forecasting-fiscal planning techniques, 
infrastructure programming, project engineering, quality control, and 
so on. PDAP systems and established procecL -s thus provide a strong 
foundation for further development assistance especially of a capital 
improvement nature. 

In summary, the RDF focus on provinces for project identification and 
implementation makes sense for several reasons: (1) they are the 
lowest level of government in the Philippines which have an adequate 
capacity to plan and implement development activities (in contrast, 
most municipalities are more in need of a- sistance in basic capacity 
building); (2) after wore than a decade of PDaP efforts, provinces 
are generally in a position to make effective use of development 
resources, since PBAP systems and procadures have been widely 
instituted in non-PDAP provinces as well; (3) on the average, the 
regular GOP budget includes funding for less than half of the 
projects identified in provincial plans, with the result that 
development is constrained; and (4) &..eprovinces are well placed to 
improve horizontal links to line agencies which continue to control 
the bulk of development resources and thus to dcminate rural 
development. 

Howeer, the emphasis under both PIAP and the SPs was to build local 
capacity to plan and iiplement otvelopment projects which stressed 
capital improvemnts. For this reason, the Local Resource Management 
(LRM) Project, a major new AID initiative, is planned to furth-r 
develop the capacity of provinces to carry out projects which address 
broad social and infrastructure demands and are targetted more 
directly on poverty groups. LRM -will be focussed initially only on 
Regions V, VI and VIII however. Ierefore, without the benefit of 
12M assistance to further develop the capacities of participating RDF 

it is considered essential to permit local governments toprovinces, 
enter into cooperative agreements with national agencies and/or 
private contractors to assist in both the planning and implementation 
of RDF subprojects of a social nature. This will be particularly 
important to the success of the squatter assistance component of RDF. 

The decision to build into RDF a coordinative oversight function for 

the Regional Development Council (RDC) is consistent with GOP 
post-PDAP eftorts to decentralize. In 1972, the national government 
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a regional 	 structure.* RDCs was reorganized to include creation of 
composed of regional governors and regional directors of national 

line agencies were established throughout the Philippines under aegis 

of the National Econmic and Development Authority (NEDA). The 

Councils are responsible for coordinating with the line agencies of 

the national government and local governments within the region. 

'Il.ey have tne following major functions: 

To survey regional resources and potentials, and prepare 
for the region within guidelineslong-range and annual plans 


established by NEDA;
 

- To translate national economic goals into regional objectives 

which are to be reflected in the plans; and 

- To coordinate all planning ictivities of the line agencies of the 
those of the local governmentsnational government in rela:ion to 


and local planning boards.
 

In support of these functions, RDC professional staffs are charged 
the social, economic andwith develcping research programs covering 

cultural development of the region and with preparing an annual 

regional econcmic report and periodic regional development investment 
plans (RDIPs). 

In further 	support of the GOP's commitment to decentralization, NEDA 

recently proposed but has nt yet secured funding for two new 
aprograms: creation of a Regional Feasibility Study Fund and 

Regional Develorment Fund. Therefore, the ESF-funded RDF which 

stresses provincial implementation, through the RDC coordinative 

mechanism, of capital improvements is both timely and supportive of 

current anc planned GCP decent-alization/rural development 
initiativet. Althoigh it will include funding for only Region III, 
it will be 	a useful prototype for the national program NEDA hopes to 

because proposed criteria for project selection andimplement, 
proposed operating procedures are similar to thooe contemplated by 
NEDA. 

*Tne United Nazions Oevelopment Programme (UNIF) and World Bark have 
two phases 	 of a jointly-fundedassisted in the regionalization move under 

Assistance in !<egional Planning Project. 
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C. ADMINISTRATIVE ARRAGEMENTS 

1. Regional/Provincial Administrative Arrangements 

Established relationships of the RDC to local government units 
put it in ar. ideal position to recomend allocation of RDF 
resources awtng provinces and to coordinate and review provincial 
subproject proposals. The RDC is currently the point at which 
provincial/municipal plans and the sectoral thrusts of the 

into regional developmentnational ministries are reconciled 
are the basis of the Five Year National Developmentplans which 

Plan prepared by NEDA. Thus, the RDC is responsible for 

preparing long-,medium-, and short-range plans for the region, 
including a Year 2000 Plan, a Ten Year Development Plan 

(1978-87), and two Five Year Development Plans (1978-82 and 
coms the more targetted1983-87). out of 	this planning process 

Regional Development Investment Program (RDIP) supported by 
annual plans. The RDIP includes local government projects of the 

provinces, chartered cities and municipalities, but the budget 
includes only the requirements of the national agencies. 

The local government project ideas which are eventually included 
in the RDIPs often originate at the barangay level and are 

collated by the City or Municipal Development Coordinator. The 

RDC reviews these plans, suggesting additional programs or 

projects which it may feel are lacking and screens the final 

lists to eliminate duplication and inconsistencies. Refined 
are then referred to the Provincialmunicipal/ciry plans 

Development Coordinator who adds the requirements of provincial 

projects before referring the encire package to the RDC. The RDC 

staff consolidates provinciai plans and t.u- requirements of the 
the minis Lies into a single regionalregional offices of 

by the council. Amongdocument which is 	 reviewed ana endorsed 
other concerns, the RIC assures that national priorities are 

reflected in regional plans. The RI' also establishes priorities 
among local government, regional, and national proposals, because 

of the certainty that funding will be sufficient, on the average, 
for less than half of the projects included in the RDIP. 

(A: 	the national level, NEDA prepares the National Development 
of the RDIPs. At the same time, the nationalPlan on the basis 
their budgets which include regional andministries prepare 

national projects. The various national plans and budgets are 
then reconciled into a single budget docunent by the Ministry of 
Budget.) 
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Im Region III, the RDC which is chaired by the Governor of 

Bulacan at the present time, is composed of more than 
They include: the six governors; theseventy-five mfbers. 

mayorf, of the region's five chartered cities; nearly fifty 

regioral directors and managers of national ministries and 
twenty-four assemblymen from the region. Inagencies; and, the 

view of its size, the RDC meets infrequently. Matters are 

screened initially by the RDC Executive Committee which is 

chaired by the MMA Regional Executive Director and composed of 

the Regional Executive Directors of the Ministries of Public 

Works and Highways, Agrarian Reform, Local 	 Governments, Social 
Settlents, as wellServices, Education and Culture, and Human 

as one. governor (currently of Tarlac) and one mayor (currently of 

San Jose City, Nueva Ecija). 

of trhe RDC make it an ideal vehicleThe structure and procedures 
RDF capital improvementfor coordinating and reviewing 

subprojects, as well as reviewing detailed plans for squatter 
Once the RDC has received
resettlement and settlement upgrading. 


level under RDF, the Council willan overall regional funding 
recommend to the MAC the allocation of funds among provinces. 

approval of provincial allocations, the RDC staffFollcAing MAC 
will work with the Pravincial Development Coordinators to refine 

already been given a high prioritysubprojects plans which have 
in connection with the regular plamnUng process but which have 

not been ifrluded in the regular G&l budget. 

Uien -ie provinces propose projects for inclusion in the RDIPs, 
they do so on the basis of Project Profiles which are little more 

than simple descriptions. Actual feasibility and detailed design 

work is generally done by me appropriate national ministries. 

It is piared under Phase III of the ULIC-IBRD Regional Planning 
scaff will take this function.Project tha, the RDC over 

However, for the immediate purposes of the RDF, project funding 
will include a component for subproject development. 

With regard to project implementation, there is concensus that 

the provinces generally have the capability to monitor and 

supervise the construction of capital improvements. The general 
contractexpeczation is that the work would be done 	by with 

private sector firma rather than force account. However, some 

Region III provinces have recently experienced difficulties in 

maint.ining their engineering staffs, since many Filipino 
the RDFenginieers are going to the Middle East. Therefore 

includes funding for provinces to contract for engineering 
asexperise to assist in project supervision and monitoring, 

needed. 
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2. MAC Secretariat Adminstrative Arrangnts
 

The RDF will be under the general oversight of the ESF Management 

Advisory Cmmittee (MAC) and its Secretariat. The MAC is an
 
interminiscerial committee created by President Marcos on May 27,
 
1980,and ccmposed of eight G(P ministers. It provides policy and
 

program guidance Lo the President in the selectton and execution
 

of projects under the ESF program. qne Secretariat, organized
 

under the Ministry of Human Settlements MHS), is responsible for
 

day-to-day coordination of the ESF program. It isheaded by an
 

Executive Director with a full-time staff and is able to call
 

upon a broad range of cosultants. The staff of the Secretariat
 

is ccmposed of engineers, econcists, development planners, 
public accountants, systems designers, and project managers. The
 

Secretariat functions as a funding agency with coordinating and 
As such, it does not directlyplanming responsibilities. 


implement projects, but rather relies an GOP line agencies and
 

local government units to do so. The Secretariat works with them 
in reviewing proposals, planning projects and overseeing
 

To do so, it establishes procedures and
implementation progress. 

standards, participates in evaluations, and sponsors or performs
 

project audits.
 

The MAC Secretariat has prepared general policy and procedural
 
They are closely related to AID's
guidelines for it'noeration. 


Handbooks on project design, procurement, and administrative
 
Major docui.ta include: a project development system
services. 


similar to Handbook 3, and mnuals for service contracting and
 

for materials, equipment and construction contracting which are
 

consistent with AID regulations for local procurement. Off-shore 

procurement is governed by AID Handbook 11 requirements for host 
country contracting. Specific policies and procedures for 

implementation of the RDF are discussed under Implementation 
Planning. 

D. SOCIAL ANALYSIS 

1. Reverted Baselands Beneficiaries
 

Under contract to the MAC Sea.etariat, the National Council on
 

Integrated Area Development (NACIAD) prepared a maUster plan for
 

the reverted baselands at Clark. As background, they undertook a
 

socio-econamic study of existing populations on the lands and a
 

survey of existing services as a basis for devising development
 

http:docui.ta
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This involved pulling together existing secondary
strategies. 

The NACIAD surveys
as well as extensive interviewing.
data ,* 


covered the communities of Marcos, Macapagal, Calumpang, Maruglo
 

The resulting report is therefore a rich source of
and Bueno. 
information regarding the current status of the populations 

which 

will be directly affected by proposed squatter assistance 

activities.
 

The present population of the reverted lands is estimated at
 

28,300 (Table 1 includes present and projected populations of 

reverted baselands communities). Althugh the National Census 

and Statistical Office does not report separately on the Ayta 

population, NACIAD estimated that the Ayta account for 
less than 

fifteen percent of the total (Table 2).
 

Except for 'choseAyta close to the base, the staple food of the 

Ayta population is rootcrops. In comparison, the lowlanders 

subsist mostly on rice, fish, vegetables, and occasionally 
meat. 

The staple food supply in the reverted lands comes 
mostly from
 

farmers who cultivate wetland rice, rootcrops, and vegetables, 
in
 

amounts of suga-irrne. Housing tends to be
addition to sizeable 

is alnxst 'btmporary" in
built -f light materials and much 
nature, because most baselands settlers neither own nor rent 

their hmelots. The NEDA-BAECON study reported that, of the 

population as a whole, 31 percent have piped or pumped water 

within their homes, 24 percent have pumps or starndpipes 
in their
 

yards, and 18 percent use public pumps or pipes, while 
the 

their domestic water supply from open
remaining 28 percent get 

In Marcos and Macapagal, however, the 
wells, rivers, or ponds. 
 In
 
only source of water is an extension pipe from the 

Base. 

a spring andresidents deveicontrast, Maruglo barangay 

water tmik, wi-th the result that the entire
constructed a 

population has access to public stamndpipes. With regard to 

sanitation, the majority of the reverted baseland 
population has 

unsanitary or sub-standard toilet facilities. 

The most comon reported illnesses are respiratory 
tract
 

A few health centers
infections ano gastro-intestrinal disorders. 

of nursing students 

operate within the reverted lands, and a team 

nt for Sacobia
 
*Sources included: A LDrat Environmental Impact Stat 


prepared in December 1980 by Michael Harlow and Associates 
on contract to
 

USAID; a Socio-Economic Study of the Clark Airbase 
Reservation Area
 

Sacobia Development Framework Plan 
prepared by NEDA-BAECON in 1979; the 

the 
prepared by Developmnt Academy of the Philippines (DAP) 

in 1979; 


Regional Development Investment Plan for Region III; 
and the national
 

census.
 



TABLE 1. PRESFNT AND PROJECTED P ILATI(ON OF TI-E REVERTED BASELANDS
 

Zone Barangay :1980:: 1981 :1982 1983 
Y e 

1984 
a r 

1985 1986 : 1987 1988 1989 1990 

A Marcos 
Macapagal 
Sapang Bato 
Calumpaing 

1,520 
869 
756 
541 

1,558 
891 
775 
555 

1,597 
913 
814 
583 

1,678 
936 
834 
597 

1,720 
959 
834 
612 

1,763 
983 
855 
627 

1,807 
1,008 
877 
643 

1,807 
1,033 
899 
659 

1,852 
1,059 
921 
676 

1,898 
1,085 

944 
676 

1,946 
1,112 
968 
693 

rAL 3,686 3,779 3,872 3,970 4,068 4,170 4,275 4,382 4,491 4,603 4,719 

B Sta. Lucia 
O'Donnell 

4,540 
8,338 

4,654 
8,546 

4,770 
8,760 

4,889 
8,979 

5,011 
9,204 

5,137 
9,434 

5,265 
9.,670 

5,397 
9,911 

5,532 
10,159 

5,670 
10,413 

5,812 
10,673 

TOTAL 12,878 13,200 13,530 13,868 14,215 14,571 14,935 15,308 15,691 16,083 16,485 

C Sta. Juliana 
Maruglo 
Bueno 

1,999 
492 
303 

2,049 
504 
311 

2,100 
517 
318 

2,153 
530 
326 

2,206 
543 
334 

2,262 
557 
343 

2,318 
571 
351 

2,376 
585 
360 

2,436 
599 
369 

2,496 
615 
378 

2,559 
630 
388 

TOTAL 2,794 2,864 2,935 3,009 3,083 3,162 3,240 3,321 3,404 3,483 3,577 

D San Vicente 
Sto Nino 

594 
594 

609 
609 

624 
624 

640 
640 

656 
656 

672 
672 

689 
689 

706 
706 

724 
724 

742 
742 

760 
760 

ThTAL 1,188 1,218 1,248 1,280 1,312 1,344 1,378 1,412 1,448 1,484 1,520 

E 1,951 200 2,050 2,101 2,154 2,209 2,263 2,319 2,377 2,437 2,498 

F 3,212 3,292 3,375 3,459 3,545 3,634 3,725 3,818 3,913 4,011 4,112 

G 1,962 2,011 2,061 2,113 2,166 2,220 2,275 2,332 2,391 2,450 2,512 

lWrAL 7,125 7,303 7,486 7,673 7,965 8,063 8,263 8,469 8,681 8,898 9,112 

GRAND TOTAL 27,671 28,364 29,071 29,787 30,543 31,309 32,091 32,892 33,715 34,557 35,413 

Note: Computations based on average growth rate of 2.5% for 
the provinces of Pampanga and Tarlac. 



4lmicipality/ 
City 

Mabalacat 
Mabalacat 
Angeles 
Capas 

Capas 

Capas 
Capas 

Bamban 

Bamban 

TABLE 2. TOAL AYTA 

Barangay 

Marcos 
Calumpang 
Sapang Bato 
Sta. Juliana 

Maruglo 

Patling 
Bueno 
San Vicene 

Sto. Nino 

TTAL 

POPtLn2ION BY BARANGA/SITIO 

Sitio 

lbray (Marc 

Village 

Pilyen 
Alunan 
Mag-ubi 
Patal-Pinto 
Mapagla 

Pisapungan 
Bangan PulaPayapaPaaa448 


Flora 

Calluncan 
YangcaBalatong 


Balacbac 

Burog 

kicaba 

Nuber of 
Persona 

716 
120 
192 

Cojuanco 
1,363 

488 
234 
160 
129 
128 
43 

100 
39424 

308 

50 
4248 

50 
40 

404 107 

179 
118 

Nayon San Martin 405 176 

Bagwingan 
Gayanan 
Tiyag 

99 
105 
25 

3,738 
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from Angeles University provides primary health care to residents 
of Marcos, Macapagal and Calumpang. Some pre-schx. feeding 
programs are also operative. Amng the Ayta, the cure for most 
illness is through folk or herbal medicine or "lunas ng bundok" 
(medicine of the mountain) which is practiced by an Ayta 
'herbolario"1. 

Grade school facilities, though crowded, are available in all
 
barangays. However, only the privately-owned barangays of
 
Patling (O'Donnell) and Sta. Ixcia in the north have barrio high 
schools. These schools serve the needs of a few children from 
Maruglo, Sta. Juliana and Bueno. For the rest of the barangays, 
the long distance which must be traveled to high schools in
 
Bamban or Mabalacat isgenerally prohibitive. Marcos and
 
Macapagal residents have regular jespney service through Clark 
Air Base which provides both passenger and cargo transport at
 
reasonable rates. To the north, however, jeepney service isboth
 
less regular and very expensive. On the whole, one-third of the
 
population reported that walking was its only form of mobility.
 

With regard to social structure and organization within the 
reverted baselands, there are two principal social groups and one
 
minority one: native Ayta inhabitants, Christian lowlanders, and
 
a mixed group. Among the Ayta, the basic social unit is
 
generally the family. Marriage amng close kin is frequent.
 

Genealogical studies reveal that different Ayta groups in the
 
reservation are related to one another by ties of kinship, with
 
the result that all of the Ayta can be roughly divided into three 
distinguishable neighborhood comnumicies or kinship circles:
 
(1) the Marcos-Sapaag Bato commnity on either side of Clark Air 
Base; (2)the San Juan-Borog-Balacbac community within the 
Sacobia area; and (3) the Mruglo-Sta. Juliana-Bueno ccmmunity to 
the north. 

In view of their isolation, the Ayta have traditionally relied on
 
their immediate commnity, and sharing within the community,
 
especially of food, is the prevailing practice. Because the
 
upland Ayta still practice hunting and food-gathering in the
 
forests, as well as slash-and-burn agriculture, they are highly 
mobile. Their mobility is directly related to their concept of 
land ownership. Rather than acoept the traditional Filipino 
concept of private ownership, they see God as the owner of the
 
land which they occupy, and they give. the "owner" periodic shares 
of the harwst. Ownership extends only to the dwelling or crop 
the individual has placed on the land. This property concept and 
Ayta agricultural practices have made them particularly 
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to the influx of lowlanders into the militaryvulnerable 
culturally handicapped to prevent

reservation. In fact, they are 
land which does not have anythinglowlanders from occupying 

Ayta-awned on it. This explains why they have readily sold the 

rights to the land to inccing lowlanders.usufruct 

the lowland Christian populationIn contrast to the Ayta, 
consists of a number of difterknit ethnic groups including 

.he the Tagalogs,Kapampangans who constitute majority, 
Formation of

Bikolanos, Ilocanos, Pangasinenses, and Bisayans. 
been largely influenced by

their communities or settlimnts has 
thefrom a lowland cultural make-up,economic interests. Coming 

to other Christiansocial practices of the lwlamxers are similar 
!.1Awnders. Without the kinds of kinship bonds which 

are more residence-based and thuscharacterize the Ayta, they 
also have wider access to the network ofless mobile. They 

of other lowlanders outside the
social and economic resources 

lands. They thus have an advantage in acrivites, suchreverted 
which require outside contact or as sugarcane farming, 


coordination.
 

Aside from the Aytas and lowlanders, there is a minority group of 
resulting from rmarriages.mixed-Ayta or mixed-lowlw-iders 


They are concentrated in Marcos and 3ueno.
 

The pattern of interaction among groups is characterized by
 
a degree of social


conscious or unconscious efforts to maintain 
the Ayta as evasive, suspicious,distance. Lowlanders describe 

Within the close kinship system of the Ayta, bad
distrustful. 

with lowlanders are commxLnicated readily, and in theexperiences 
the Ayta mistrust ot zre iowlanders is strengthened with 

process 
the result that they become even more evasive and suspicious. 

Despite the social distance betwen the two majority groups,
ofeconomic circumstances have caused a certain amount 

interaction within the northern reaches of the reverted lands. 

To the lowlanders, the Aytas are a source of cheap labor and raw 

from the base or the forest. They are alsomaterials gathered lowlanders.custrrs of the ccmunity stores operated by 
a 

the 
ofthe lowlanders are sourceConversely, to the Ayta, 

The same pattern of eccnonic symbiosisemployment and a market. 

is observable among the Ayta and lowlanders of Marcos and Sapang
 

Bato, alth1igh there the ecoinomic activities revolve more around
 
the base. At Crow Valley,business opportunities arising from 


the Ayta and lowlanders are reported to have an informal
 
to a weekly rotation for scavenging.agreement pertaining 



- 26 -


Another factor which affects patterns of interaction is 
politics. The barangay governments theoretically control both 
the Ayta and lowlander subgroups. Most often, however, the 
barangay councils are dominated by the lowlanders and operate 
side-by-side with established and emergent Ayta tribal 

of the Aytaorganizations. The present tribal organizations 
correspond with the three kinship circles described above. The 
community of Marcos dominates the most southern of the three 
neighborhoods. There Alfonso Valentin, better known as King 
Alfonso, is the chief as a result of recognition given him by 
several Base Cbmanders for services performed for the U.S. 
military. To the north, PANAMIN has been actively trying to 
promote tribal organizations. 

Not surprisingly, ecomoic activities within the reverted lands 
are centered around agr-iculture. Farming is the major source of 
income for both Ayta and lowlander groups, although they are 
engaged in different kinds of agricultural activities. Almost 
seventy ?ercent of the .labor force has been estimated to be 

laborers in sugarcane plantations.either farmr-operators or 
Cultivaced farm 'ots generally range Irwcn ae half hectare to 7 
hectares in size. However, while Lve majority of the farmers are 
categorized as small-scale subsistence, a few enterprising ones, 
mostly lowlanders, operate large-scale sugarcane farms. Scme of 
them assebled large parcels of land by purchasing usufruct 
rights fro the Ayta. 

The major crops raised in the area are sugarcane, palay and root 

crops, including gabi, sweet potato,cassava and yams. For the 
carabao plowing is primarilycultivacion of palay and sugarcane, 

relied upon. The Ayta practice kaingin or slash-and-burn 
corn. plowing hascultivacion of their rootcrops and Contour not 

been extensively used, resulting in the alarming extent of soil 
erosion in the area. 

Except for lowland sugarcane planters and some rootcrop growers, 
investment in agricultural production is very limited. Those 

borrow capital for land preparation andwith financial resources 
procurement of inputs. In other rases, traders provide cash 
advances, especially to rootcrop growers, on the understanding 
that all the produce will be sold to the creditor. Ayta palay 

claim that they received fertilizerfarmers in the Sacobia area 
frcm Clark Air Base before the reservation reverted to Philippine 
control, but that now such inputs are not available and that, in 
addition, they must pay a "rent" of ten percent of their produce 
to the 'government". 
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reportedly low (see Table 3).
.4ricultural production is 

the average production per
According to the NEDA-BAECN surveys, 

is 26 sacks compared to the regional average of 
hectare for palay 

is slightly less than
65 sacks; sugarcane production per hectare 

half the regional average. Both sugarcane planters and rootcrop 
their

do not seem to encounter difficulties in marketing
growers 

inadequate transportionXproducts, although expensive and 
a small margin of profit forservices results in ac 

are engaged
Other than farming, some lowlander and Ayta families 

basket
in cottage industries such as handicrafts, sewing, 


and making bow and arrows. For many residents,
weaving, 
Clark Aix Base garbage was once a major

especilly in Marcos, 
for metal scrap and other

of irwme, because of the marketsource taken 
recvclable materials. More recently Clark Air Base has 

In the Crow Valleyof its garbage.charge of disposing of most for 
area approximately 200 Ayta are employed making effigies 

for which they receive rice. In 
target practice in exchange 

they scavenge scrap materials.addition, 

Z. Rigional Profile 

Annex B presents a full statistical description of Region III, 

of the capital improvements component of 
the wider impact area 
RDF. it describes an area which varies widely from the more 

of Bataan and Zambales on the South 
sparsely populated provinces 

of Tarlac and
hina Sea coast to the rich rice-producing areas 

urban and industrialized Pampanga and
Nueva Ecija -o more 

is the fourth
Balacan. In geographic area, Central Luzon 

it ranks third inPhilippines, althoughsmallest region in the 
population size. Energy availability and services, including 

both health and education, are on the average better in Region 

III than in the nation as a whole, although soe such as housing 
Mhile the regional economyare particularly deficient. 

six percent over thegrowth rate of overregistered an average slightly.
past several years, the employment rate decreased 

quality of employment
to improve both the quantity andEfforts 

services will be undermined by rapid population growth
and social 
due to high rate of natural increase, as well as in-migration.

a 
The high net miW-ation rate is attributed to the proximity of 

of anestablishmentto Metro Manila, the recentCentral Luzon 
Zone in Bataan, and to the presence of the

Export Processing 

military bases.
 



TALE 3. COSTS AND RETURNS W (RP, CLARK AIR BASE
 
RESERVATION AREA, 1979 (IN PESOS PER HECTARE)
 

C R 0: P S :Other: Crops : 
:9:lon : ALL 

Palay : Corn :Sugarcane :Rootcrops :Tomatoes, : CROPS 
:Sitao,!2go: 

Nimer of Farms 221 9 32 13 5 279 

Cash Costs: 
Fertilizer 
Chemicals 

261.26 
83,96 
15.33 

55.45 
10.25 
3.35 

1,623.28 
1,033.59 

3.66 

171.56 
36.40 
-

156.00 
127.40 
28.57 

519.3 
272.8 

4.4 

Irrigation 
fee 

Hired Labor 161.97 41.85 586.03 135.16 - 242.1 

Lcan Interest 

Non-Cash Costs: 506.64 138.29 995.86 525.40 691.22 591.9 

Landlord's share 
Harvester's share 
Thresher's share 
Reserved seeds 
Unpaid labor 
Loan Interest 
Irrigation fee 

103.73 
52.20 
51.86 
38.33 

257.83 
-

1.69 

-
38.42 

-
1.12 
98.75 

-

-

573.14 
89.24 
61.41 
17.11 
254.95 

-
-

129.10 
27.19 

-
-

369.11 
-

-

-

-

-
48.57 
642.65 

-

194.8 
58.5 
50.9 
32.2 
254.3 

-

1.3 

Total Costs 767.90 193.74 2,619.14 696.96 847.22 1,111.2 

(Value of 
Production) 

Total Returns 1,180.44 153.24 4,014.33 1,740.22 3,948.29 1,745.9 

Returns above 
cash cost 919.18 97.79 2,391.05 1,568.66 3,792.29 1,226.6 

Returns above non­
cash costs 674.80 14.95 3,018.47 1,214.82 3,257.07 1,154.0 

Net Returns 413.54 (-40.5) 1,395.19 1,043.26 3,101.07 634.7 

Source: BAECCN-NEDA Report, 1979, p. 78
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E. SOCIO-EMNflIC ANALYSIS 

1. Socio-Economic Criteria 

The primary justification for this project isone of meeting 
basic human needs. As part of the U.S. commitment "to improve 
economic and social conditions in the Philippines with emphasis 

on areas surrounding the military bases and the returned baseland 
areas," tie RDF is directed toward two ends: (1)ameliorating
 

the condition of squatters residing along the perimeter of the 
bases and on the reverteed baselands, including resettlement where
 

present settlementz cznalict with unhampered military use of base 
facilities; and (2) improving the socio-economic condition of 

within the wider impact of these facilities, largely
communities 
through capital improvnts which facilitate more effective
 

activity.provisior of services or stimulate private econoni 
Concern with maximizing the development impact of the RDF has led 

to agreefmt on certain socio-econcmic criteria for the review 
and approval of subprojects. These are discussed in the Detailed 
Project Description. 

In general, revenue generating activities will be expected to be 
costs.
self-sustaining in terms ;f operating and maintenance 

Equally important, they should demonstrate a high cost recovery 

rate, recovering initial investment wenever possible. Uhere it 

is not possible to utilize cost-benefit or internal rate of 

return methodologizs, as wll be the case with non-revenue 
generating capital improvmnts and squatter assistance
 
activities, cost-effectiveness interms of cost per beneficiary
 
will have to suffice. 

The decision to build a review/approval and coordinative role for 

the Regional Development Council (RDC) into implementation of the 

RDF reflects the GOP interest in maximizing socio-economic 
that project activities areimpact. The RDC will assure 

cunsistent with overall GOP e.-velopment planting, as well as
 
In its
specific planned undertakings of the line ministries. 

oversight role, the MAC Secretariat will make sure that full 

consideration has been given to such design considerations as 

number and nature of direct and indirect beneficiaries, economic 

factors, and the degree of anticipated socio-econmic impact, 

before subprojects are approved.
 

2. Assessing Socio-Econcmic Impact
 

While it isnot possible to be specific about the socio-econmic
 

impact of subprojects to be financed under the RDF, it is
 

possible to address the issue of the impact of capital
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improvements generally. This can best be accomplished by setting 
forth certain assumptions which underlie GOP development planning 
and by drawing from specific experience under various 
AID-assisted infrastructure projects, including the PDAP/SPs 
generally and the Rural Roads and Barangay Water Projects in 
particular. 

Wien the GOP and AID began in the 1950s to think seriously about 
the weakness of local government in the Philippine political 
equation, it was a result of its assessment of the low level of 
developomt of the rural sector, outside of a few major urban 
areas. 'therefore, the primary emphasis in Philippine development 
began to shift away fram capital intensive industrialization 
concentrated in urban areas, and in Metro-Manila in particular, 
to social and econmic development in the rural sector. The 
objective was to narrow the continually worsening gap between 
urban and rural living conditions. 

After a period in which institutional development of provincial 
goverrnts was stressed, the GOP and AID curned toward providing 
the capital resources needed by local governments to select and 
carry out their own projects. The initial emphasis on rural 
capital infrastructure was a function of a shared GOP-AID 
conviction that without additional physical infrastructure 
developeent would not take place. In fact, tbe magnitude of the 
need for capital investments in the rural sector was so great 
that- little thought was given to measuring the precise extent of 
the need or attempting to assess the socio-econamic impact of 
particular investments. It was assumed that they were the 
necessary building blocks upon ,ich both public and private 
investments resulting in rural development would occur. 

More recently AID and the GOP began exploring ways in which 
assistarce could be more accurately targetted on the poor. The 
desire to target resources is the result of continuing wide 
income disparities, in spite of early investments in the rural 
sector Jn institution building and capital infrastnucture. The 
Local &:sources Management (LRM) Project is one result of this 
re-thinkding. The effort to more accurately assess the 
developynt impact of particular investments in capital 
improvemients is another. In this regard, it is possible to draw 
on formil and informal evaluations of PDAP and the SPs to arrive 
at tentative conclusions about their development impact above and 
beyond he highly successful instituttonal development process to 
which t'rey contributed. Annex D contains a fuller discussion of 
the devlopment impact issue. 'Aat follows is a preliminary 
assessment of AID-supported projects in the Philippines. 
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Although the criteria for subprojects selected under the Rural 
Roads Project (RRP) were not directed explicitly toward promoting 

equitable growth, according to a 1981 AID impact evaluation,more 
the effort clearly promoted agricultural growth, benefitting 
primarily small farmers, fishermen and small businessmen. The 
same evaluation identified the greatest impact and the highest 
rate of return of the project as resulting from construction of 
penetration rnads and bridges which provide access to previously 
isolated areas. 

By way cf example, the last phase of an important Cebu provincial 
road system of 22 kilometers of gravel road and 255 linear meters 
of permanent bridges completed under RRP opened up the 
north-eastern mnicipalities of Sogod, Borbon, and Tabogon to the 
national highway system. Today, from this previously isolated 

area, fresh fish and other farm products are reaching the market 
in Cebu and small subsistence farmers and fishermen have 
increased cash incomes to aout $450 per year. Farmers of the 
Mindanac Province of Davao del Norte also benefited from the 

project. Completion of a 130 linear meter concrete bridge over 

the San Miguel River and 14 kilometers of all gravel road linked 

the municipality of Sto. Tomas with the provincial market town of 

Tagum. his reduced by half the distance 10,000 farmers in the 

area travel to market, thereby increasing their incomes by 

lowering transportation costs and reducing loss due to spoilage. 

Under the Barangay Water Project (BWP), more than 800 water 
systems have been completed or are under construction in 

cmnities of 300-5,000 population. As a requirement of 

partici;ation, at least 85 percent of community residents are 
direct beneficiaries. 

USAID once contemplated developing a companion project to BWP to 
assure thaL full advantage would be taken of the provision of 
these ccimmnal water systems to secure health and economic 
developrnt benefits. However, aftFr visiting several BWP 
cowuni:ies, it became apparent that as many as 90 percent of BWP 
comManiry residents with household connectionw had of their own 
accord already installed sanitary facilities such as flush 
toilets and showers. A saller but significant number of 

added a pig or two or planted a smallresiden:s had already 
garden Ior home consumption and, in a few cases, private 
entreprneurs had undertaken sizeable livestock and/or nursery 
enterpr -es as a result of the availability of water. hile such 

not it clear broaderinitiattves are universal, is that the 

developmient benefits of 3P are widely appreciated by system 
participants.
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Finally, the Rural Service Centers (RSC) Project is designed to 
build the capabilities of chartered rural cities to undertake 
development programs. The project targets poor households as its 
beneficiaries and follows a participatory approach, wherein the 
people themselves are involved in the identification, design, and 
implementation of subprojects. More than 200 GOP funded 
subprojects have been completed to date, three-fourth of which 
are income or employment generating projects. Although RSC is 
still expt ncing minor implementaticn problems, the 
socio-ecor.cmic impact at the io i level is undeniable: the 
unemployed (particularly out of school youth) have jobs, large 
numbers of poor household 'have been able to supplement their 
incomes, ind beneficiaries are increasingly able to participate 
in the decision-making that affects their lives. 

The subprojects to be funded under the capital improvements 
cwponent of RDF will be similar to those successfully completed 
under PDAP and the SPs. Their benefits are sufficiently clear to 
local goverrents that they continue to ,enerate proposals for 
similar projects Eo benefit a growing rural population. 

F. FINANCIAL PLAN AND BU= 

1. Cbligations/Dollar Di,-xursements 

The following schedule of obligations is based on the financial 
needs of the RDF, as well as the USG cumninment to provide a 
total of $50 million per year in ESF monies during FY 82-84: FY 
82 - $20 million; FY 83 - $10 million; and, FY 84 - $15 million. 
AID's disbursement procedure is discussed under Implementation 
Planning. 

Projectec dollar disbursements (to the GOP Tr,asury or to U.S. 
suppliers) are as follows: FY 82 - $3 million; BY 83 - $15 
million; FY 84 - $15 million; FY 85 - 1l0 million; and FY 86 - $2 
million. These projected disbursement:s are equivalent to 
anticipated commitments. AID's dollar support of local cost 
activitits will be disbursed ayl expended at the time of annual 
dollar transfers, while expenditures of peso funds will lag 
behind siiewhat.
 

2. Project 3udget 

The proje2ct budget follows. The costs of project development and 
supervis -on/monitoring apply to both s5qawter assistance and 
provinciAl capital improvement counprnents; training is expected 
to be utilized in connection with squatter assistance. 



project Budget 

Provincial GovernmentsI. Consultant Services to 

2,000
1. 	 Project Development 

1,500
2. 	 Project Supervision/Monioring 

500 
3. Training 

10,000
II. Settler Assistance 

31,000
Provincxl Capital Improvements*III. 

45,000TOTAL 

for excess property purchases to 
*Funds under this component can be used 

if needed for the implementation
supplement provincial equipment pools 


and maintenarce of subprojects.
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G. 2noNZ' AL ANALYSIS 

Environmental analyses will be conducted in conjunction with the 
design of all squatter assistance and capital improvement 
subrojects. MAC Secretariat environmental procedures are similar to 
AID s . The environmental analyses for all squatter subprojects and 
for all capital subprojects in excess of $1.0 million in value will 
be reviewed and approved in detail by USAID prior to subproject 
approval. 

IV. D07LREMTION PLANNING 

A. GENEAL 

It is antici.pated that most project costs will be local costs. In 
the case of local financing, AID will provide dollars to the GOP in 
exchange for the Government using its own budget resources to 
caitalize a fund to ca-ry out agreed upon pruo.ccs and provide 
agreed upon outputs. When the Project Agretmnc is signed and 
Conditiors 'recedent met, ALT) will disburse dollars to the Treasury 
of the Philippines equal to the estimated peso cash requirements 
needed to meet annual local project costs. These disbursements will 
be annual features of the implementation plan, as will the uC of 
regular GCP budgetary resources to implement subproject. This 
arrangement allows AID to rely on GOP procedures and administrative 
apparatus. Further, proposed local cost procedures: (1) allow AID 
to expend collars in advance of local cost peso expenditures in 
support of base-related reasons for providing timely ESF assistance; 
and, (2) allow the GOP to use its own pesos to carry out agreed upon 
activities leading to agreed upon cutputs. however, USAID will 
continue to be invoived in a reduced way, in monitoring these 
ccmpocents.
 

It is poss:.ble that minor foreign exchange costs will be involved in 
project implementation, for instance for technical advisory services 
in connection with planning or carrying out the squatter assistance 
component or for limited importation of commodities including excess 
property. In this event, standard AID financing and procurement 
procedures will be used. 

B. IfPLEMrATION ARRAUENFS 

I. MAC Secretariat 

In the nearly nine months between obligation of the Municipal
 
Develolpment Fund (MDF) and meeting conditions precedent, the
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Secretariat developed a detailed set of policies and procedures 
for MDF implementation including a set of manuals setting forth 
program guidelines, pro reent guidelines and financing 
procedures. 7b promote rapid disbursement under the RDF, MDF 
procedures will. be -followed, --with- modifications when necessary..-

In brief, MS will enter into project grant or loan agrts 
with participant I0r:-al governments for subprojects under the 
RDF. The Philippine Natioal Bank (PM) will handle funds, 
reporting monthly to both MHS and the Bureau of the Treasury on 
actual payments made to local governments and/or contractors. In 
the case of loans for revenue-generating subprojects, the local 
goverrment will repay the loan principal and interest to PNB. 

The MAC Secretariat will also be directly involved in subproject 
design, review and approval, as well as mnitoring of 
implementation. Once funds have been allocated to specific 
provinces, by the MAC, the participating province will submit 
subproject proposals to the RDC for review and approval, and the 
RDC, in turn, will submit them to the MAC Secretariat (and USAID, 

arewbere appropriate) for concurrence. After subprojects 
approved, proponent local governets will be eligible to utilize 
project development funds for detailed design and engineering. 

are fullyThe MAC Secretariat will assure that subprojects 
justified (including econnic and financial analyses, social 
analyses, environmental assessments, and so on) prior to 
approving tNn for implementatin. Final plans will be endorsed 
by the RDC and approved by the Secretariat prior to 
implementatioo. At this point MHS will enter into the project 
grant or loan agreements d.-cussed above. Project funds will 
also be available for provit, ces to contract for the services of 
an A&E firm, as needed, to essist in project supervision and/or 
monitoring. 

The MAC Secretariat will monitor RDF subprojects and report 
quarterly both on subproject ccupletions and disburseents to 
USAID. The Secretariat will also initiate process and final 
iapact evaluations of selected subprojects to insure that 
implementation is smooth and that completed subprojects are 
having the Intended soci-economic impact. 

2. USAID Monitoring and Approvals 

Because- of the sensitivities of the squatter assistance component 
and the need to coordinate both planning and implementation of 
settlement upgrading and resettlement activities with the U.S. 
military as well as the Philippine military, USAID will monitor 
the activity closely. However, USAID plans a reduced monitoring 
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role for the provincial capital improvement component. The 
Mission will monitor progress primarily to ensure that output 
targets are met, in accordance with the Project Agreement, and 

are calculated accuratelythat.succeedingdla disbursements 
and made in a timelyzmanne USAID othese 
subprojects will be that once approved for implementation they 

are completed in accordance with the implementation plan., USAID 
engineers and project officers will conduct site inspections on a
 

sample basis. More thorough monitoring will be conducted by the
 

MAC Secretariat which will monitor day-to-day implementation by
 

the provincial governments of both the squatter assistance and
 

capital improvement activities
 

After approving Conditions Precedent, USAID will require only a 

limited number of #f1plementtion approvals. These will be 
spelled out in detail in the Project Agreement and implementation
 

letters. Generally, in addition to approving the detailed plans 
for the squatter assistance ccmponent, USAID anticipates 
approving modifications indesign, bidding documents,
 
evaluaticns, and awards, as well as memranda of agreemenc
 
between the provinces and national agencies. With regard to the
 

capital improvement component, however, USAID will provide 

standard approvals of detailed designs, engineering, 
implementation plans, bidding documents, evaluations and awards
 

only in the case of conr1acts which exceed $0.5 million in
 
the Mission will monitor activities tovalue. In addition, 

ensure progress/copletion in accordance with the Agreement, 
prior to approving the subsequent year's dollar disbursemnt.
 
Beyond these approvals, USAID dces not plan to be involved in
 

implementation or approval acti.-ns which will be the
 
treresponsibility of the MAC Secr,..-.'at and implementing 

agencies.
 

3. Implemrmtation Schedules
 

Plans for each subproject under both the squatter assistance and
 

provincial capital improvements components of the RDF will
 

include implementation schedules to be reviewed and approved in
 

conjunction with the designs and engineering. Therefore, at this
 

it is only possible to estimate the project assistance
time, 
completion (PACD) of FY 87, or five years follwing obligation.
 

4. Dollar Disbursements
 

USAID will disburse dollars annually equivalent to the pesos 

required to finance the local cost ccmponents for one year. 

Dollar disbursements will be made to the Philippine Treasury and 

will become free foreign exchange at the time of disbursement. 
The GOP will use appropriated pesos to execute local cost
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components in accordance with the Project Agreement. The pesos 
will be disbursed from the GOP Treasury General Fund and will be 
owned, controlled and accounted for solely by the GOP. In the 
Project-Agreement,the GOP will-agree to: (1) the AID review and 
approval procedures contained in Annex I of the Project 
Agreement, and elsewhere in the Agreement; (2) report to AID on 
the peso uses in quarterly progress, management and financial 
reports; and (3) allow for audit and inspection by AID of the 
agreed upon peso-funded project elements. 

5. QF Budgetary Procedures 

The GOP peso/AID dollar disbursement system is presented below: 

a. in theThe peso equivalent of $15.0 million has been included 
GOP's CY 1982 General Appropriation Act. The balance will be 
included in future Appropriation Acts. 

b. After the Project Agreement has been signed and the CPs met, 
the appropriated project pesos will be fully allotted to MHS. 

c. AID dollar disbursements will be equivalent to the estimated 
peso cash requirements of the project for the ensuing twelve 
months and will be linked as closely as possible to the date 
when peso disbursements are scheduled to conce. The GOP 
will release a Cash Disbursement Ceiling (CDC authorizes 
disbursement of appropriated and allotted funds) in pesos 
equivalent to the amount of the dollar disbursements. 

d. bereas dollar transfers -wi.l be based on estimated annual 
cash requirements, re. t,%c.s for acditional amounts may be 
processed more frequei,,:y than annually if peso disbursements 
exceed projections. Oi the other hand, if peso disbursements 
are slower than predictted, the succeeding dollar 
disbutrsements would be delayed or reduced accordingly. 

e. Loan repayments by participating provinces will be repayable 
in pesos. It is required that payments will flow back to the 
Philippine Treasury General Fund via the Philippine National 
Bank (PNB). At this point AID will no longer monitor usage 
of the pesos. The Project Agreement will not restrict the 
use of these peso re-flows to any particular activity(ies). 

C. EVALUATION ARRAN M 

Midway through RDF implementation, a process evaluation will be 
conducted to determine: (1) that the RDC and MAC Secretariat are 
effective in screening local government proposals according to 
establish criteria, and that their technical staffs are able to 
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provide required assistance in finalizing subproject plans; (2) that 
through alocal goverfnents are capable of implemnting subprojects 

include force account, cooperative agreementsvariety of arrangements 
withlin nd cntrctswith private sector firms; and,minstis, 

(3) that RDF procedures are ccive to rapid sproject
 
implementation. At the conclusion of the RDF, a sample of
 

will be assessed to determine their impact on thesubprojects 

socio-eonomic development of the region and/or province.
 

AND STATUS OF NGOTATIONSD. 	CONDITIONS, COVEANTS, 

There will be several general conditions precedent to disbursement of 

dollars for the project: 

Services Agreemnt between1. 	 An amndment to the existing Financal 
the Bureau of the Treasury, the Ministry of Human Settlements, 
and the Philippine National Bank to include RDF funds; 

as necessary and2. 	 Evidence that MDF manuals have been adapted 

accepted by 14 for implementation of RDF; and
 

the 	MAC Secretariat and3. 	 Draft memoranda of agreement between 
line agencies regardingparticipating provinces and/or national 

implemitation of both the squatter assistance and provincial 
capital improvement assistance components of the RDF. 

As a covenant to the squatter assistance component of the project, 

the GOP will agree that prior to disbursing pesos for implementation, 
tenure rights will be obtained assuringappropriate land 

security on the resettlement/settlementbeneficiaries of reasonable 
upgrading sites. 

The project has been under intensive discussion with the MAC 
received and PresidentialSecretariat. The Secretariat both MAC 

for 	the reverted baselands atendorsement of its development scheme 
Clark, including plans to ameliorate the living conditions of 

squatters. In addition, appropriate officials of the National 
including representativesEconomic and Development Authority (NEDA), 

of both central and regional offices, have been consulted regarding 

the 	provincial capital improvement assistance component. 

the 	MAC Secretariat on allThere is agreement between USAID and 
of the project, as well as disbursementsubstantive elements 

procedures, reporting ar monitoring requirmencs, and proposed 

conditions precedent to disbursements. USAID does not therefore 
in execution of the Projectanticipate any obstacles to or delays 


Agreement.
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ALDC B
 
REGICNAL PROFL - CRAL UZON*
 

GDEEAL:
 

Region III (Central Luzon) is comprised of six provinces in the central 
part of Luzon Island: Bataan, Bulacan, Nueva Ecija, Pampanga, Tarlac, 
and Zambales. It has five chartered cities within its boundaries 
(Angeles in Pampanga, Olongapo in Zambales, and Cabanatuan, Palayan, and 
Sam Jose in Nueva Ecija). Both major U.S. military facilities in the 
Phllippines--Clark Air Base (Pampanga) and Subic Naval Station 
(2ambales)--are located within Region III. 

The region is physically the fourth smallest in the country with a total 
land area of 1,827,785 hectares. Forest area accounts for more than 
one-third of the total, and farmlands account for one-third (Table 1). A 
little mor! than 50% of the farmlands are currently irrigated. There are 
two major river basins in the region-the Agno River Basin in the north, 
and the Pa:nanga River to the south--and the region has rich inland and 
coastal fishing grounds. Of more than 200 million estimated metric tons 
of metallic minerals in the region, less than 5% is currently being 
exploited. Non-metallic minerals abounding in the area include cement, 
asbestos, limestone, marble and silica; less than half is under 
exploitation. 

In population size, Central Luzon ranks third with a population of 
4,794,382 in 1980 (Table 2). The provinces of Bulacan, Pampanga, and 
Nueva Ecija account for 71 percent of the regional total, with Pampanga 
alone acccunting for 24%. Popularion density was 262 persons per square 
kilometer in 1980, compared to a national average of 160 per square 
kilometer. Based on projected growth rates the density is expected to 
reach 340 per sq. km. by 1991. In fact, the regional annual population 
growth rate is higher thEn the national growth rate. With an estimated 
birth rate of 16.2 to 18.2 percent in 1980 against a projected crude 

*Sources of secondary data on Region III include: (1) Clark Reverted 

Baselands Integrated Area Development Project, Final Report, Volume 
I Apend7 I (prepared y e National Council on integrated Area 

Deelopmiet, Augtc 1981); (2) Region III Five-Year Development Plan 
1978-82 (rrepared by the National Econoic Development Authority); (J) 
1980 Census of Poulation Preliminary Report (Natioal Census and 
StatisticJ Office); and (4) Surveys and Statistical Reports of the 
Region !Iioffices of the various line ministries and agencies of the 
GOP. 
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TABLE 1
 
PEENT LAND USE PATTERN, REGION III
 

Percentage 

C a t e g o r y Area in Hectares Share 

Total Land Area 1,827,000 100 

Public Forest 831,679a_/ 45 

Alienable and Disposable 996,106 55 

(Croplands) (601,851 b / ) (33) 

(Fishponds) (52,454) (3) 

(Swamplands) (37,422) (2) 

(Urban Lands!/) (38,000) (2) 

(Others) (266,379) (15) 

1/ 	 Task Force on Human Settlements, "urban and commercL l area" + 1%of 

total land areas for insfrastructure. 

2 in the BFDa/ 	 Estimates oi land use within public forest lands, 19 
Statistics ]975, show that about 70,000 hectares witLin forest areas 
are under cit4tivation, thus increasing the aggregate cultivated 
farmlands/czopland area to 671,851 hectares. 

b/ 	 Under land capability classes A, B, C, D of the Bure~iu of Soils, 
total cropl.tnd availability in 1975 was about 734,0)0 hectares. 

SOURCE: Region III, 5-Year Development Plan 1978-1982. 
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birth rate of 5.7 to 6.7 percent, the region will continue to grow

rapidly. Aggravating the high natural increase in a sizeable net 
migration rate of 5.3 percent. The high net migration rate is attributed 
to the presence of the military bases, as well as the Export Processing
Zone in Bataan and the proximity of the region to Metro Manila. In any 
case, if the current rapid growth rate persists, Central Luzon will have 
a population of more than 6 million in 1990 (Table 3). 

SOICI0-E0NC1IC PROFILE 

The health status of Region III is relatively better than that of the 
nauion as a whole, although it is in an area where the incidence of 
malnutrition is reported to be widespread. The average life expectancy
is 62 years, compared to a national average of 60. In 1980 the crude 
death rate was 4.5 per thousand which is significantly lower than the 
national rate of 10.6 per tnousand. The infant mortality rate of 32 per
thousand live births is also substantially lower. 

For the period 1975-80, regional economic growth registered an average 
rate of 6.17 pe2rcent. The region relied largely on the services sector 
for its economiLc growth. The region's Gross Regional Domestic Product 
(GRDP) of '7,271 million accounted for 7.89 percent of the total 
GDP. The per capita GRDP amounted to P1,517 at constant prices. 

Despite economic growth, employment decreased slightly (Table 4). Only
the agriculture, fishery and forestry sectors registered positive growth
rates. Both the services and indus_;ty sectors showed negative growth
rates of employment, due at least i" part to the worldwide recession and 
regional production slumps as a result of the oil crisis. A 1975 survey
indicate that an average family income of 5,620 per annum was
 
slightly lower than the national average (Table 5).
 

ECONOMIC SBCXIORS:
 

In the area of agriculture, rice accounted for more than 81 percent of 
the total area planted to major crops in 1980, and sugarcane accounted 
for another 10 percent. The remainder was planted to corn, vegetables, 
rootcrops and fruits. Agricultural inputs are supplied mainly by 132
 
private dealers concentrated in the major rice producing areas of the 
region. In 1980, poultry (87%) and livestock (13%) consisted of more 
than 11.5 million heads; most were in backyard production. 



Annex 6Page 4 of 13 

TABLE 2
 

POPULATION DNSITV AD ANNUAL MOM RATE BY RVhINCE
 
REGION III, 1975, 1980
 

POPULATION : LAND : DENSITY :ANNUAL GROWTH RATE 

POIME 1975 : 1980 : AREA : 1975 : 1980 :1970-1975:1975-1980 

Bataan 26.3,269 321,860 1,373.0 191.0 234.4 4.02 4.10 

Bulacan 1,050,134 1,095,963 2,672 393 410.2 4.66 .85 

Nueva Ecija 947,955 1,069,406 5,281.3 179.3 202.4 2.18 2.44 

Pamparga 1,042,164 1,175,314 2,190.7 475.7 536.5 2.81 2.43 

Tarlac 650,899 687,980 3,053.4 213.1 225.3 2.75 1.43 

Zambales 343,034 443,859 3,714.4 9Z.3 119.5 3.95 5.28 

TOTAL 4,287,495 4,794,382 18,287.8 234 262 3.09 2.6 

SCURCE: 1980 Census of Population Preliminary Report, NSCSO. 

TABLE 3
 
POPULATION PI= ON, REGION III, 1975-1990 

1985 19901975 	 1980P R O V I N C E S 

Bataan 263,269 321,860 393,490 481,062 

1,143,792 1,193,708
Bulacan 1,050,134 1,095,963 

Nueva Ecija 947,995 1,069,406 1,206,366 1,360,867 

1,494,8221,042,164 1,175,314 1,325,475Pampanga 

738,519 792,771
Tarlac 	 640,899 687,980 

343,034 443,859 574,318 743,133
Zambales 

5,381,960 6,066,353

T 0 T A L 4,287,495 4,794,382 

NCE: Computed on 1975-1980 growth rate per province 



TABLE 4 
NEMBER OF EMP) PERSONS BY MAJOR INDUSTRY GROUP, 

MAJOR INDUSTRY GROUP 1977 

TOTAL 1,480,000 

Agriculture, Fishery, and Forestry 524,000 


Mining and Quarrying 10,000 

Manufacturing 184,000 

Electricity, Gas & Water 10,000 

Construction 100,000 

Wholesale and Retail Trade 269,000 

Transportation, Communication and 
Storage 82,000 

Financing, Insurance, Real Estate 
& Business Services 155,000 

Comnity, Social and Personal Services 132,000 

Activities not adequately defined 14,000 

SOURCE: Integrated Survey of Household, 1978, N-SO. 
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REGON III 

1978
 

1,453,000 

528,000
 

13,00n 

191,000
 

2,000
 

80,000 

193,000
 

83,000
 

43,000
 

315,000 

5,000 



Provines: 

PHILIPPINES 

REGIW I1 


Bataan 


Bulacan 


Nueva Ecija 


Pampanga 


Tarlac 


Zambales 


Average 
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TABLE 5 
FAMILY INCOME AND EEPDITUREAVERAGE 


REGION III, 1975
 

ExpenditureAverage MonthlyAverage Annual 
Per FamilyFamil Incom:eFamily Income 

Urbn : RurallCToAal111l :1Mnthly
Total :Urban R:tal 

t395.42t486.67 t694.08t5,840 f8,329 t4,745 

7,895.45 657.95
381.25 626.25 425.25 

5,775 7,515 5,103 


7,895.43 657.95

4,444 366.00 445.08 370.33 


4,632 513 


7,628.67 635.72
 
4,908 483.83 606.83 409.00 

5,806 7,282 


593.33 301.33 6,714.25 559.52

3,6].6 339.094,068 7,120 


7,289.86 609.49
 
7,172 609.75 635.83 537.75 


7,317 7,630 


6,445.67 537.92

5,142 442.42 537.67 428.50 


L,309 6,452 


543.92 7,759.02 646.59
599.00 725.00
7,188 8,700 5,447 


590.62 441.80 7,290.82 607.87
 
5,720 7,087.5 5,121.6 473.33 


National Census and Statistics Office, Region 
111.
 

SOURCE: 


http:7,290.82
http:7,759.02
http:6,445.67
http:7,289.86
http:6,714.25
http:7,628.67
http:7,895.43
http:7,895.45
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A wide variety of agricultural support services exist in the region,
including land reform and leasehold operations, as well as seven 
settlement projects. As of 1980, nearly 2,000 Samahang Nayon 
(cooperative,) were organized, and several area marketing cooperatives 
and four cooperative rural banks had been established. Agricultural
credit is available through the rural banks and other credit facilities. 
A total of nearly 300 extension workers provide technical e.tension 
services within the region. Grains marketing is carried on largely by 
the National Food Authority, while sugarcme is sold directly to the 
willing center in Tarlac. 

The industrial outputs of Region III grew at an average annual rate of 
6.82 percent during the period 1975-80. The industry sector had four 
subsectors responsible for its increasing contribution to GRDP: 
manufacturing which includes paper and pulp, electrical insulators, and 
chemical production; mining and quarrying which principally involves 
copper and nickel concentrates; construction; and electricity, gas, and 
water. However, the services sector, including the transportation, 
communications and storage, and commerce subsectors, grew more rapidly. 

SOCIAL SECTORS: 

The permanent health care service system of Region III, as of 1980, 
consisted of 52 government hospitals and 130 private hospitals with a 
total bed capacity of 5,820 to serve the population of 4.8 million . 
There are also 191 rural health units, and 990 barangay health stations 
(Table 6). Despite the relative overall adequacy of facilities, there is 
a problem of maldistribution which leaves some areas, for instance Nueva 
Ecija, poorly served. Also, there i&s a considerable deficit of health 
personnel to staff the facilities (Table 7). 

The reported incidence of malnutrition has been decreasing; 26 percent 
were identified in 1980 as suffering from second and third degree 
malnourishment, with Tarlac and Pampanga provinces having the greatest 
proportion. The GOP family planning program is being implemented 
region-wide; as of December 1980, a total of 20,544 acceptors were 
reported. 

For the five year period, 1975-80, an increase in school enrollment to a 
total of 1,194,035 was not&!. The greatest increase in enrollment was 
registered at the secondary level. On the average, the region has one 
classroom for every 39 students at the elementary level which is slightly 
lower than the national standard ratio; and, a ratio of one teacher for 
every 33 elementary students is considered sufficient.
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TABLE 6
 
HEALTH FACILITIES, HOSPITAL BEDS BY PRINE, 1980
 

: 11ealth Facilities :Totail Hosp.: Beds 
Bed :Required: Surplus/Gov't. : PrivateProvince 

:Hospitals:Hospitals: RHU : BHS : Capacity : No. : Deficit 

338 321 17 surplus6 6 15 57Bataan 
8 34 52 291 1,400 1,095 305 surplus

Bulacan 
13 45 171 994 1,069 -17 surplus

Nueva Ecija 13 
36 256 1,718 1,175 543 surplus
Pampanga 14 45 


5 18 28 144 806 687 119 surplus

Tarlac 


71 564 443 121 surplus
5 14 15
Zambales 


130 191 990 5,820 4,790
TOTAL 51 

SCU CE: Ministry of Haalth, Region III. 

TABLE 7 
HEALTH MANPOWER (1980)
 

Physicians Nurses • -idwives Dentists :R6x. San. Insp 
Re- :Exist-: Re­:Exist-: Re- :Exist-: Re- :Exist-:Province :Exist-: Re-

ing :quired : ing : quired : ing quired : ing quired : ing: quired 

7 20
Bataan 19 321 27 642 100 

37215 17
Bulacan 49 1,095 51 2,190 

55 2,136 187 13 29

Nueva Ecija 39 1,069 
16 22 

Pampanga 34 1,175 46 2,350 228 
23 689 33 1,374 138 10 12
 

Tarlac 

8 16
22 443 22 886 84
Zambales 


71 136

TOTAL 186 234 952 


SOURCE: Ministry of Health, Region III.
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Basic among the problems of the region is the availability of decent 
housing. The considerable housing backlog is being aggravated by a rapid 

a of morerate of household formation. The government projects deficit 
than 100,000 housing units by 1987. 

DNFRASTRUCUJRE: 

The major transport infrastructure serving the region is its highway 

system made up of a network of roads linking urban and rural areas, 
production centers to distribution points, and farms to markets (Tables 8 

and 9). A total of 17 ports, located mostly in the province of Bataan, 
A regional total of 187 kilometers ofand 12 airports serve the region. 

and bridges are judged to be in substandard condition.railroad tracks 

that there were a total ofThe coammnication system of the region showed 
municipalities of the126 communication facilities distributed among 123 

Most are telegraph stations. Eleven radiosix provinces "Table 10). 

stations provide broadcast service.
 

Nearly 60% of a total irrigable area of 274,554 hectares is served by 

more than 6,200 existing sytems, including 23 national systems, 366 
and more than 5,800 pump systems (Table 11). Withcommunal systems, 

regard to domestic water supply, facilities are judged very inadequate. 

There were more than 71,000 water sources in the region as of 1977. Of 

this total, nearly all were shallow or deepwells; there is a negligible 

number of waterworks system (Table 12). A Ministry of Public Works 

inventory indicated that the sources were in a dismal state due to 

inefficient and poor management. 

has a total of fourt:.en dams and reservoirs designed forCentral Luzon 
flood control, as vell as for storage. Electricity is supplied by the 

National Power Corporation through the Luzon Grid (Table 13). Four power 
for thestations generate a considerable amount of energy to provide 

power needs oi the region. Twelve cooperatives qre operating, and at 

present, out c f a potential total household connections of 573,000, more 

than 50 percent ar.e served by the cooperatives, with Zambales being the 

least energized (Table 14). 

http:fourt:.en
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TARE 8
 
Lzq'1H OF ROADS BY CLASSIFICATION BY PROVINCE
 

REGION III, 1980
 

CLASSIFICATION
 
Province :National: Provincial: c My : TotalBarangy: 

Bataan 
Bulacan 

258.160 
232.126 

214.550 
372.615 

45.072 
125.786 

-

-
501.188 

1,190.885 
1,027.97 
1,921.41 

Nueva Ecija 
Pampanga 
Tariac 
Zambales 

438.235 
281.016 
211.600 
220.752 

768.447 
444.527 
552.289 
307.895 

323.556 
117.321 
133.037 
149.691 

46.537 
123.516 

-
91.490 

1,657.685 
1,557.442 
1,739.644 
567.435 

3,234.45 
2,525.22 
1,635.57 
1,337.26 

903.463 262.943 7,214.278 12,681.89
TtA 1,641.889 2,660.323 


SCURCE: Ministry of ?ublic Highways 

TABLE 9
 
BY PMNCEPIMAXIN, AREA, RCAD LEWH AND ROAD DENSITY 

REGION III, 1.980 

Road Density 

Province 	 :Pciulation: Area :Road Length :Per Thousand: Per Square 
:______ :(in sq. kin.): in kms.) Population : Kilometer 

321,860 1,373.0 1,027,970 3.2 0.7
Bataan 
Bulacan 1,095,963 2,672.0 1,920,414 1.8 0.7 

Nueva Ecija 1,369,406 5,284.3 3,188,647 3.0 0.6 

Pampanga 1,175,314 2,180.7 2,400,205 2.0 1.1 

687,980 3,053.4 2,636,200 3.0 0.9
Tarlac 

443,859 3,714.4 1,245,773 2.8 0.3
Zambales 


Total/Average 4,794,382 18,277.8 12,419,309 2.6 0.7
 

SOURCE: NCS0 and MPH. 

http:12,681.89
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TABLE 10
 
NU4BE AND TYPE OF COM)JNICATION FACILITIES BY PROVINCE
 

REGION III, 1980
 

Type of Communication Facilities 
:Telepone: Radio : Radio :Telegraph: Telex 

P R 0 V I N C E Station :Station :Telegraph: Station Station Total 
Station:
 

Bataan 2 1 1 1i 1 16
 
Bulacan - - - 23 1 24
 
Nueva Ecija - 3 3 27 - 33
 
Pampanga - - - 19 2 21
 
Tarlac - - - 16 1 17
 
Zambales - - 2 13 - 15
 

Total 2 4 6 109 5 126
 

SOXiRCE: Bureau of Telecommunications. 

TABLE 11
 
NMER AND TYPE OF EXISTING IRRIGATION SYSTI2 BY PROVINCE
 

REGION III
 

Type of Svstem 
Province Potential : Nationl : Comm l PUMP Total 

Area No. Area No. Area No. Area No. Area 
(Has.) (Has.) (Has.) (Has) 

Bataan 10,640 5 1,528 77 6,462 287 1,258 369 9,248 
Bulacan 40,360 5 25,957 44 3,740 949 3,479 988 33,276 
Nueva Ecija 200,835 5 95,343 45 19,635 906 3,982 956 118,960 
Pampanga 80,296 1 14,239 79 15,692 2,639 14,107 2,719 44,038 
Tarlac 91,090 5 27,305 56 19,806 993 6,024 1,054 53,135 
Zambales 40,964 2 6,400 75 8,764 89 1,033 166 16,197 

Total 464,185 23 170,772 366 74,099 5,863 29,983 6,252 274,854
 

SOURCE: National Irrigation Administration.
 



Province 

Bataan 
Bulacan 
Nueva Ecija 
Pampanga 
Tar]ac 
Zambales 


Total 


SOURCE: DEP, 
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TABLE 12 
BY PROVNCENLMB OF ESTIN WATER SUPPLY SYSTEM 

REGICN Ill, 1977 

Water- Shallow Develoed Others 
works __epall well Springs Total 

25 401 1,890 8 426 2,750 

27 
17 
23 

2 
7 

2,107 
1,386 

23,296 
146 

6,650 

-
5,304 

19,699 
-

8,205 

12 
12 

-

-

41 
128 
853 
318 
266 

2,187 
6,847 

43,865 
466 

15,128 

71)243
101 33,980 36,098 32 2,032 

Region III, RDC (NEDA) 

TABLE 13 

NMMR, LOCATION, AND CAPACITIES OF PCMER SUPPLY 
REGION 


Name of Plants 


1. Pantabangan Hydro-Electric Plant 


2. Angat Hydro-Electric Plant 


3. Bataan Thermal Power Plant 
Unit I 


4. 	 BataAn Thermal Power Plant 
Unit II 

SOURCE: NAPOXC( 

III 

Location 

Pantabanga, LiE 

Norzagaray, Bulacan 


Limay, Bataan 


Limay, Bataan 


Capacity
 

100 megawatts
 

218 megawatts
 

75 megawatts
 

175 megawatts
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TABLE 14
 
STATUS OF ENMIGZATION, BY PROVINE
 

REGION III, AS OF MARCH 1981
 

: 	 COVERAGE
 

Cooperative : Municialities : Barangays House Connections 
:Potential :Actual :Potential :Actual : Potential: Actual 

Bataan Electric Coop. 12 12 215 194 44,000 38,730 

Bulacan Electric Coop. I 10 6 254 169 70,000 42,619 

Bulacan Electric Coop. II 5 5 56 56 21,000 12,365 

Nueva EciJa Coop. I 14 12 282 169 78,000 46,717 

Nueva EciJa Coop. II 17 14 492 176 74,000 26,598 

264 188 69,000 46,352Pampanga Electric Coop. I 12 12 

Pampanga Electric Coop. II 8 6 202 107 63,000 41,091 

Tarlac Electric Coop. 14 14 	 395 238 59,000 28,895 

232 170 69,000 26,705Z7ambales Electric Coop. 14 13 

37 37 5,000 3,654PRESCO 


San Jose City Electric 
Coop. 1 1 37 30 10,000 5,382 

Sapang Palay Electric Coop. 25 17 11,000 9,311 

107 95 2,491 1,551 573,000 328,419
Total 


SOURCE: National Electrification Administration
 



ALMD C
 
ILLUSTRATIVE CAPITA - 5V2ET1'S SUBPR=S
 

Initial identification of capital inrovement activities is done 
regularly by chartered cities, provinces and municipalities in 
conjunction with periodic preparation by them of Provincial Development 

reviewd by the RegionalInvestment Programs. These project ideas are 
ass s them priorities 	 in the expectation thatDevelopment Council which 

funding will be available for less than half of the activities proposed 
by the local goverrment 	units. It is anticipated that most RDF capital 

will be high priority, growth related activitiesimprovement subprojects 
not funded as part of the regular GOP budget. Most will be of the 

following general types: 

a(1) 	 Sites and Services for Industrial Develop2ent. The development of 
site would be for the puxpose of stimulatingregional industrial 

industrial investments and increasing employment opportunities. 

Support could involve site preparation, road construction, sewerage, 
drainage, water supply, power and telecommunications, perimeter 

so on. Revenues would be derived from land rentals,fencing, and 
building rentals, power 	 and water collections. 

(2) 	 Rural Roads Developme t. This non-revenue generating activity would 

involve the construction of farm to market roads and other roads 

designed to stimulate investment, as well as facilitate service 
delivery. To the maximum extent possible, this activity would be 

for the nearly ccopleteimplemented following procedures developed 

Rural Roads Project.
 

(3) 	 Community Water Supply- ilis revenue-generating subproject would 

involve supplementing existin, Jmding for municipal and rural water 
R-gion III. To the maxium extentsupply to increase coverage in 

possible, water supply activities would be implemented using 
existinginstitutional approaches 	 and procedures developed under 

Development. Ifprograms, including Barangay Water and Local Water 
funding permits, attention would be given to sanitation in 

conjunction with water supply. 

funding for small-scale 	community(4) Irrigation. To the 	extent that 
the Region, this activity wouldirrigation systes is inadequate in 

promote the irrigation of more land using established successful 
and other GOPprocedures of thge Farm Systems Development Corporation 


agencies currently promoting irrigation.
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wuld involve the construction(5) 	 Flood Prevention and Drainage. This 
to protect0 small-scale infrastructure to minimize flooding 

existing investments and promote a healthier enviroment, as well as 
This 	 activityreforestaticn directly related to flood control. 

would not be revenue generating. 

(6) 	 Raiorestation. This non-revenue generating activity would be 

directec toward arresting deterioration of envirornmental conditions 
waterresulting from prevalent deforestation leading to reduced 

retention, flooding and siltration, and a general reduction in land 

productivity. 

(7) 	 Solid Waste Management. his revenue-generating activity would be 

in Usuppcrt of municipal/provincial efforts to modernize their solid 

waste collection systems and develop alternative methods for 

disposal. 
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PROhIAI. DEVMLP!ENT ASSISTANCE PROECf (PDAP) EXPERINCE AND LESSONS 

PDAP was created in 1968 by the GOP and was expanded in the early 1970s 
to improve provincial planning and implementation of economic development
 
prog- rams. PDAP central support was essentially phased out in 1978
 
after reaching 28 provinces. Frcm 1975 to 1978, several "DAP" Special

Projectsl_/ were funded by USAID and the GOP, covering PDAP and other 
participating provinces which had or were willing to develop the 
requisite planning and engineering capabilities.
 

PDAP followed a highly structur'ed development approach. Participation in 
PDAP included such standardized requirements as establishing a fully 
staffed provincial development office, performance budgeting, preparation 
of annual plans, and so on, all of 'hich were intended to build planning 
and management capacity at the provincial level. 

Although the PDAP central organization became somewhat rigid in its 
adherence to these requirements and procedures, the Program strengthened 
provincial goverrnz capacity, tnereby contriouting to te 
institutionalization of the provincial execuviveP and a professional 
development staff. PDAP type procedures and documents continue to be
 
re uired by the GOP for planning and budget purposes. The accepted
 
planning systens and procedures include: the socio-economic profile, 
road network development planning, sectoral development planning,
provincial ccprehensive planning and annual updates, project evaluation 
and priority ranking techniques, capital improvement programs, real
 
property tax administration systes, an improved personnel classification 
system, budgeting-accounting, project engineering and quality control.
 
PDAP systems and established procedures thus provide a strong foundation 
for further development assistance, given 11- capability of provincial 
government- to ide-ntif , plan, m jad ani assess development projects, 
especially of a capital improvement nature. 

This exper-ence with the PDAP program activities and the expanded special 
projects has demonstrated a number of concerns and developmental issues 
which need to be taken into account during the design of local 
development projects: 

Orsanization - Special authorities or organizational structures created
 
outside of permanent organizations specifically for flexibility and
 
convenience of implementation of a particular project provide only short
 
term
 

l/ Rural Roads Projects (RRP) i and II, Barangay (Village) Water 
Projects (BWP) I and II, Real Property Tax Administration (RPTA), 
and Rural Servwce Center (RSC). 
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solutions to longer Lerm needs of institution building. Development
projects should be integrated, to the maximum degree possible, into
 
existing systems from the start.
 

Decentralization 
- Provincial capacities have been strengthened and
 
provinciJal barganing power enhanced under PDAP. However there has been
 
still inadequate devolution of authority and responsibility to date. The

national government recognizes this in general policy pronouncements, but 
the challenge is operationalizing the policy. There clearly Ls a need to 
enlarge the scope of acticns for which provinces have primary decision 
making responsibility in order to make the required development imact. 

Planning - PDAP invested heavily in blue print planning--advance

programming--based on engineering and compliance requirements appropriate

specifically to infrastructure. However, there is little experience in 
dealing with social and enviromnental problems. The next step is to move 
to more open, respcnsive planning and into a broader range of local 
projects. 

R-chin the Poor - PDAP was Scmewhat untargetted, relying on inairect 
oenerits to thi rural population generally. Locai develiupmenc programs
need to move toward direct targecting on groups of people or poor areas. 
(Note: Recent efforts by the Barangay Water am Rixai Service Center 
special pro- jects, for example, have begun to Locus on people through
associations). 

Fiscal hiinistracon - Local financial resource mobilization weakis 

and increased =x i capacity and acccuntability is the key to
 
decentralization. Real property tax is still the 
 single most important
 
resource but other ax resources and approaches need to be developed and
 
integrated. Rural Service Center Project experience snows promising

approaches in working through a diagnostic and financial monitoring
 
approach with key local officials.
 

Fcxerimental/Innova cion/Ixntiucional Learning - PrIAP woved too quickly
trcm an early experientation mode in favor ot quick expansicn of uniform 
procedures for project development. This limited the discretion and
potential of local goverments to expand development efforts to other 
types of activities. Local development projects currently being designed
for implemencation will have to resist pressure toward uniform procedures

in order to retain responsiveness to locally Ei-tablished pricrities.
 

Th developmental Jssues briefly sunarized above have evolved from 
nearly fifteen years of experience in USAID assistance to Philippine
rural development/local government program". As mignc be expected
various assessments; and evialuations have been conducted over that period 
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of time, producing numerous examples and vignettes of developmental 
impact as well as observations of, and conclusions about, institutional 

that have been learned duringdevelopment that has occurred and lessons 
the process. The remainder of -this-paper first sets the perspective with 

the broader PDAP Program anda brief description of USAID assistance to 
special PDAP projects. This is followed by an abbreviated account of 

identified institutional accomplishments and selected examples of 
lessonsbeneficiary impact and concludes with a few of the more important 

that have been learned from the experience. 

I. Evolution of U.S.-Assisted Provincial Development Programs. 

A. Background/Setting: (1950-1968) 

USAID's early assistance efforts in rural development had less 

than fruitful results when USAID attempted to work solely 
through the central goverrment mechanism. Centrally planned 
and directed projects, with limited local input in planning or 
feedback during implementation, generally did not meet local 
needs or expectatics. Over time and with experience in 
several less than successful programs, GOP and USAID officials 

of rural development wouldac1knwledged that little in the area 
be accomplished until (1) representative local government was 

given more freedom to select and carry out its own projects and 

(2) local goverments developed a capacity to implement and 

manage development activities. 

L 1965, several governors approached USAID/Philippines and the 

National Economic Council (the central planning board of the 
GOP at the time) about u possibility of direct aid from USAID 
inimproving their capability to effectively participate in the
 

well national developmentformulation of provincial as as 
plans. This was the seed of what was to become a major 
commitment on the part of USAID/Philippines to the development 
of the capacity of local government to more effectively manage 

and begin to provideits resources and improve public services, 
the infrastructure for small farmers and private sector 

WC made a formal request for such assistance,generally. The 
and 'per tion SPREAD" was created. 

"peration SPREAD" (or Systematic Programming for Rural 
Economic Assistance Development) was initiated in the provinces 
of Tarlac and Laguna on a two year (1966-1968) pilot basis. 

the value of a directIts underlying objective was to gauge 
field assisted provincial development program to identi y 
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the concepts, systems and inputs crucial to the local 
development process, and to establish a rational basis and 

for future ectension of developmenteffective technique 
assistance efforts to other provinces. The major feature of 

the program was in developing basic infrastructure. 

The Philippine Government was so impressed with the results of 

SPREAD that on completion on January 1968, it established the 

Provincial Development Assistance Project (PDAP) as an agency 
of the Nationai Economic Council to deal specifically with the 

development of local government capacity. 

B. GOP Provincial Development Assistance Program: (1968-1980) 

The formation of PDAP represented a significant shift of 

program ephasis in that a specific agency of the Government of 

the Philippines was established to coordinmte and extend pilot 

efforts aimed at upgrading the administrative capabilities and 

izplementation capacity of local governments for infras­

tructure development. The follow-cn USALlD-assisted Provincial 

ZevelcOMeni rroiect TP) rcvid.d cectnnical acvisors, 
ccamodlties, andtnz.p1ng n standard operating procedures. 

was that this assistanceThe difference from Operation SPREAD 
was channeled through a central government mechanism--PDAP-­
instead of being supplied directly to the provinces. 

PDAP's efforts began in the provinces of Palawan, Leyte and 

South Cotabato. By the time the Provincial Development Project 

had drawn to an end in FY 74, PDAP was operational with sixteen 

province spread throughouc the country and had successfully 

begun work in three major 	 K.elds: (a) develop- ment of a 
the crearion of the Proincialplanning capacity throug 

Development Councils, the Provincial Development Staffs, the 
(the five year plan for infrastructureCapital Improvement Plan 

development) and the Annual Implentation Plan; (b) 
improvement of budgetary and fiscal management; and (c) 

improved capacity at the local level to plan and implement 

capital improvement projects. 

In July and August of 1972, the island of Luzon (whfere over a 
lives) was devastatedthird of the total Philippine population 

by typhoon-fed rains causing the worst flooding in the country 

during this century. The U.S. Congress responded to a request 
afrom the Philippine Government for assistance by voting $50 

million Disaster Recovery 	 Grant (Flood Rehabilitation 
Program). PDAP was allocated $10.8 million of thie Relief Funds 
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to reconstruct infrastructure (roads, bridges and small-scale 
irrigation systems) in the eleven worst hit provinces in 

.Luzon. The flooding of July/Angst _.1972_ proved to have, long.-, 
term developmen ,implications.
 

The PDAP/USAID Flood Rehabilitation Program was a major turning
 

point for development ot local government capacity. Out of it
 
came important policy and operational decisions giving a basis 
for active promotion of planning at the provincial and regional
 

levels. Improvements in five major program areas were
 
initiated that have served to enhance the ability of local
 
governmnts to serve their constituency. These include: (a)
 

prading of engineering, planning and implementation capacity; 
)establishment of the Equipment Pool Development Program and 

initiation of the U.S. Excess Equipment Program; 
(c)establishment of engineering quality control facilities;
 
(d)compilation of Equipment Pool Operations Manuals; and (e) 
the institutionalization of Fixed Amount Reimbursement (FAR) 

procedures. (The FAR disbursement mechanism has beccxe a 
widely used disbursement mechanism utilized by USAID and the 
GOP in follow-on projects.) 

An important benefit of the Flood Rehabilitation Program was
 
that it proved that provinces can act as effective partners of
 

the national government in development. This was most evident
 
in the dramatic improvement in the capabilities of the
 
Provincial Engineering Offices to plan and implement major
 
infrastructure projects once they were transferred from the
 
Ministry of Works to the provincial governts.
 

In July 1973 the Special I ,rracructure Program (SIP) was 
initiated to capirtalize c;---h enginecring capacity 
improvements accomplished under the Flood Rehabilitation
 
Program and to maintain tlh momentum gained in improving the
 
ability of local government to aid in the development efforts
 
of the national government. Under the SIP, the participating
 
provinces, for the first time, embarked on a planned program ut 
quality farm to market road construction designed to meet the 
needs of the provinces, particularly in the agricultural
 
sectors. SIP was funded from PL-480 sources.
 

At the same time the SIP came into existence, the AID assisted
 

Provincial Development Project was concluded and a follow-on
 
AID assisted Local Develo t Project UP)was started. The
 
concepts, various projects and activities, and the central GOP 
office continued to go by the name of 'PDAP".lbe LDP was
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designed to further build capacities of local goverrment in the 

areas of: infrastructure development, overall administration, 
planning and coordination, improved personnel classification, 
and. financial management, plus.,strengthen -the nation...al level­

to carry out sustained assistance to localcapability was
goverrments. In 1976 the administration of PDAP projects 

from the National Econmic Council, under thetransferred 
to the Kinistry of Local GovernmentOffice of the President, 


which had been established at that time.
 

C. Special Projects Under PDAP Umbrella 

1. Rural Roads Programs I and II (1976-83) 

I, first discreteIn March 1976, Rural Roads the 
"spin-off" project of PAP was approved. The Rural Roads 

the 1.972 SIP road program, butProjects were similar to 
with more stringent controls o';er standards and 

for road planning andadministrative requirements 
implemntation. The primary objectives of capability 

The stated objectives arebuilding continued from PDAP. 
to:
 

for the rural poor between- increase efficient road access 
areas and market service centers; andagriculture/fishery 

permanent capacity and commitment at - institutionalize a 
national and local government: levels to fund and implement 

a sustained Rural Roads Program. 

'teRural Roads I project was initially implemented in 15 

provinces and eventually ,.panded to 26 provinces by 1978, 

its final year. Under this project, 476 kilometers of 
of bridges were constructed.roads and 4,750 linear meters 

Roads II program involves 55 provinces, moreThe Rural 
than doubling the number of provinces previously reached, 

and adopting PDAP procedures.in rural roads improvement 
scheduled in SepcemberUnder the follow-on project, to end 

linear meters of1983, over 700 kilometers and 6,500 
Under the RR II Project,bridges will be constructed. 


additional technical assistance and studies have been
 

programmed to include establishment of a monitoring and 

evaluation system, testing of labor-based technology for 
road network planning,road construction and maintenance, 

for future impactroad inventory and base-line studies 


evaluations.
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The USAID assisted Rural Roads Program has met its primary 
objectives and has generated interest from other donors. 
The IBRD has approved a $60 million Phase I Rural Roads 
Improveent 1roJect. The ADB is proposing a $30 million 
Phase I caqxnent as part of their new roads loan. Both 

the IBRD and ADB assisted projects will utilize procedures 
developed urxier the USAID assisted Rural Roads Program. 

Of particula:- significance, the GQP is Pmpiementing a 

follow-on Rai-al Roads III Project for provincial class 
roads using appropriated GOP funds. Further, because of 
the significint capacity of many provincial engineering 
offices, the Ministry of Public Works and Highway (MF4t1) 

is trarsferrng the budget, equipment spreads and overall 
responsibilities for the maintenance of all classes of 
rural roads. The principal remaining problems, and 

possible opprtunities for external donor assistance, are 
(1) effectivu, annual maintenance of rural roads and (2) 
construction Limprovement of access roads into the upland 
crop areas u.ing labor-based technology. Year-round 
access to th, extensive rainfed areas iE critical for the 

poorer group . to participate in the market economy. 

The PDAP rural roads projects clearly established the 
capacity in Participat:ling provinces, cons-ructed a 
significant number of road sections in ui-e process which 

have provided significant development impact. The 
require- menc for rural roads and good maintiniance expands 
as the developmeiit process proceeds. 

2. Baran.Savy~ Pi:osram-

TheL second special proj( ct: iuner PDAP, initiated in 1977, 
follows overall PESAP objectives or developing capacities 
at tne local and national level;. The stated objectives 
are: 

- to design and provide sate and sufficient domestic 
water to small and mediim s;Lze crxmunities; 

- to establish a capacity to tund and iiplewent a 
sustained small wate,- cvstem deveiopment program. 

A distinct reature of the Barigav ,:. Program (BWP) is 

its concern that the type and stx . Ct2.s' isVLwi fit local 

requiremenL anG that the syst em b oad, amortized, 
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managed and maintained by associations n-,de up of te 
users themselves. 

Under BWP I, 390 Level I facilities and ll Level II/III 
systems will be completed by 30 June 1982 .1 

For BWP II wbich will end in December 1985, it is expected 
that approximately 1000 Level I facilities and 300 Level 
II/III systems will be installed. 

3. 	 Rural Service Ct., _er Project2/ 

This 	special project was developed to address the needs of 
rural chartereJ cities (autonomous fro the provinces) 
which ure excluded from participation in the pr'vious 
local developmnevt projects. The project continues PDAP 
overall thrust toward development of capacity to serve 
local needs. A distinctive feature or RSC is that it is 
more 	explicitly fccused toward 

the poor living in Lte rural bara=gays witLhin the 
chartered cities. The project's stated objectives are to: 

- create a working administrative capacity in selected 
cir.ies; 

- involve the poor in the decision-making process on 
matters directly affecting them; 

- establish systems to plan and implement social action 
projects; and 

establish a sustairned commitmenc by local governments 
and the national goverrment on issues and problems 
relating to the poor. 

1/ 	 Level I systems are manually operated pitcher pumps serving 
households within a radium of 250,000 meters. 
Level II systems utilize a motor driven pump delivering water frcm a 
storage tank to several standposts e-rving at least 10 houseliolds. 
Level III systems provide a direct connection to each household. 

2/ 	 Also referred to as City Development Assistance Program (CDAP). 
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Under the project the GOP provides small grants for 
locally identified subprojects to be implemented by 
associations of the poor. The project has been piloted in 
16 cities and over 200 small infrastructure and 
income-generating projects have Deer financed. The GCP 
will expand the program to an additional six cities in 
1982. 

4. 	 Real Property Tax Administration 

The project was initiated in 1978 as a direct follow up on 
pilot work under the LDP. The project was developed in 
response to the need for additional resources to support 
local development efforts. The objective of the project 
is to: 

- test and develop improved tax systems for national 
replication; and 

- develop a capacity at cent ral and local government 
levels to expand and maintain the systems. 

Project administration was transferred from the Ministry 
of Ical Development to the Ministry of Finance in early 
1982 after xencing seriouE implementing 
difficulties._/ The GOP considers the improvnmet of a 
local tax base as critical. Under the M?)F, a permanent 
office has been established to administer RPTA Project for 
the long term benefit of local governments since 
provinces, cities and municipalities have ccaplete control 
of revenues collectec. The prc5 , ct Involves a close 
working relationship a--ng the !K)F, local governments and 
the Ministry of Local Cavernment. 

3/ 	 Creit due to MLG for extensive early testing of new procedures 
and sensitizing local governments and local government executives to 
the need and potential of improved real property tax administration. 
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sun-ary of USAI.D Financial Assistance to
GOPProvicial Development Assistance Programs 

- Operation SPREAD (1966-68) $ 890 

- Provincial Development Project (1968-74) $4,966 

- Flood Rehabilitation Program (1972-74) $10,800 

- Special Intrastructure Program (1973-74) $5,490 

(equiv.) 

(PL 480 Trust Funds ?36,789,194) 

Local Development Project (1974-80) $5,595 

$27,741 

Special Projects:
 

- Rural Roads I (1976-78) $15,000 

- Rural Roads II (1978-83) $35,117 

- Barangay Water I (1978-82) $6,184 

(1981-85) $20,437- Barangay Water II 
%1978-83) $1,600
- Rural Service Center 

- Real Property Tax Administration (1978-83) $8,200 

(Transferred to Ministry of Finance 1/82) 

$86,538
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I. Evaluation of PDAP Experience 

PDAp and the associated projects have been evaluated at various 
stages. The May 1977 PDAP report concluded that the assistance 
proJects and GOP program were making significant contributions to 
development of the capability of the provinces to plan, manage and 
implement programs. The final PDAP evaluation report issued in 
AugusL 1980 provided an assessment of the general effects of the 
entire GOP/USAID Program since 1973 and concluded that progress in 
local development would exceed the original expectations. The USAID 
Project Evaluation Summary (PES) report submitted to AID/W in 
November 1980 concluded that a majority of the rural population, 
particularly in the 28 provinces which participated more fully in 
the PDAP Program supported by the USAID assistance projects, have 
benefited from better planning, financing and implemention of 
several hundred local development subprojects. Gatherimg of 
longitudinal baseline data for impact evaluations was not part of 
the FDA? program, however development professionals and casual 
observers commirt on the obvious impact that strengthened 
institutions have had on the lives of the rural poor in terms of 
basic services, income, and productivity. 

A. Institutional Acct,0 lishments 

The 1980 Evaluation pointed to several institutional 
achievemnts. As a direct result of the USAID-assisted PDAP 
efforts: 

PDAP provinces are rapidly becoming effective systems of 
governance and adminiLration, quite capable of developing 
ineir projects, thei- own mana8 ent systems, their own 
agendas.
 

A strong provincial executive office is emerging; it has 
significant adrinistrative and conflict-resolving 
capacities. 

Provincial coordinators and development staffs have become 
vital actors, serving as executive staff, planning 
offices, and coordinating agents. 

Provincial governments now possess the technical, 
administrative and political means necessary for the 
management of their jurisdicrons and the implementation 
of national developent projects. 

1bn-PDAP provinces have been positively influenced by the 
organizational and capacity improvements instituted by 
PIAP with resulting national policy and operational 
changes. 

-
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B. Development Impact 

In addition to its institutional accomplishments, the PDAP 

program has had significant impact on the poor majority. A 
considerable portion of this impact results from local 

as PI1IP special projects suchinfrastructure projects conducted 
as Rural Roads I and II, Barangay Water I and II and Rural 

Service Centers. This section first sets the general context 
for impacts from local infrastructure projects based on 

then cites specific examples of impactwrldwide experience, 

obtained in the Philippines under the PDAP Program.
 

1. 7he Impact of Rural Roads Development 

a. Global Eperience 

A variety of experiences worldwide have long 

indicated the positive and pervasive impact of rural 

road construction on the development of rural areas. 
collected, si-mnarizedThis experiecce was recently 

through c.ne PPC/E Impact Evaluation ofand doennted 
Rural Roads which reviewed available literature and 

conducted field evaluations in eight countries, 
in a three day workshop conference lastculminating 


year.
 

This intensive assessment established an impressive 
list of positive contributions derived from improved 
rural roads including: 

- substantially reauce crwisuort cost, 

- increased agricultural production, 

- shift from subsistence to cash crops, 

- changes in crop composition in response to 
better market opportunities, 

- expanded use of new agricultural technology, 

- improved access to extension and private 

cooperatives, 

- expanded agro-industrial, industrial, and 

ccmmercial enterprises, 

- increased employmxint, especially in t&e short 

run, 
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In general, results show 

- increased land values, 

- increased marketing, especially along the road, 

increased access to and use of purchased 
consumer goods, 

increase access to health and education 
services, and 

improved outlook and optimism about future 
development. 

Clearly, 
expected 

very few, if any, rural road activities can be 
to provide all of these impacts, nor would all of 

them necessarily be positive. 
areathat all residents of a road influence will benefit, 

with larger land owners who have the productive capacity 
usually capturing a proportionately greater share. In 

evidence that penetrationaddition, empirical suggests 
roads have greater beneficial impact than upgrading of 
existing roads. This would indicate that careful 
selection of sites, particularly for new, penetration 
roads for areas with higher concentration ot poverty 
groups, would permit greater incidence of benefits to the 
targeted beneficiaries. 

b. Specific Impact of PDAP Rural Roads Activities 

What then have been the specific results ;btained in 
the Philippineb from these kinds of activities? The 
rural roads projects have had the dual objectives of 
(1) institutionalizing a permanent capacity and 
cmmitment at national and local levels to fund and 
implement a continuing rural roads program and (2) 
increase efficient road access for the rural poor to 
market service centers. It has been generally 
assumed that if these objectives are met, other 
development benefits, of the type and nature listed 
above, will then accrue to the beneficiaries in the 
influence area. Therefore most evaluations have 
focused primarily on determining whether and how well 

the institutional and physical objectives have been 
attained. 
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These findings are well sumnarized by a recent audit 

report of the Rural Roads II Project (Audit No. 

2-492-82-09) which concludes that the institutional 
objective has been largely achieved. Roads are being 
built in a timely manner and in accordance with plans 

little or noand specifications. &ihere provinces had 
design or constructioninfrastructure planning, 


capacity before the project, they now have an
 
in areas.established capacity these 

Decentralization of provincial and barangay rural 

roads is evidenced by the shifting of GOP 
from provinces throughresponsibility for such roads 

oi Public Works and Highways to thethe Ministry 
Ministry of Local Government. In addition, the GOP 

has developed a system to assist local government 

with the financing of maintenance and the procurement 

and repair of construction equipment. 

However, in addition to these instimational impacts,
 
on target beneficiarydirect developmental impacts 

groups have also been identified. As described in 
the PPC/E coordinated Philippine Rural Roads Impact 

almost all road subprojectsEvaluation of March 1981, 
stimulated increased competition among vehicle 

drivers, reduced transport costs, improved 

ccmunications, and expanded marketing 
and farmersopportunities. Spoilage has been reduced 

are receiving significantly higher prices for their 
to higher-valueproduce. Some farmers have shifted 

fruits and vegetables. When incerviewed by the 
team, mot rural residents indicated thatevaluation 

theirthe road interventions had improved 
They cited such examples as"quality-of-life". 

reduced travel time, more comfortable rides, and
 

year-round ability to reach nearby towns by motor
 
for medical and other emergencies.vehicle 

Vaile not all subprojects were complete successes, 
and some even had some adverse impacts, "the great 

majority of rural residents incerviewea claimed to 

have benefited from road construction" (Impact 

Evaluation, p. iv). The following examples drawn 

from the Impact Evaluation illustrate the development 

of the rural roads projects.impact 
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The linking of the Barrio of Matipoc to the 
Municipal Center of Calaca resulted in: 
"increased agricultural production, attributable 
to improved access to such items as fertilizer 
and agricultural extension information provided 
by the road. This is particularly true with 
respect to coconut and tomato production. Some 
people have increased their pig stock because
 
pig feed is now more easily obtained from the
 
poblacion. In a number of areas, the
 
construction of improvements or additions to
 
houses offers evidence both of increased income
 
and of easier access to transportation of 
building materials from Calaca." (p.B-4)
 

In t!he area influenced by the Pawa-Santa
 
Mezdalena road, "farmers have reported
 
substantial increases in rice production as a
 
result of increased use of fervilizer, stemming
 
in part from easier access to fertilizer stores,
 
and the reduced cost of transportation to and
 
from these stores." Also, "there have been 
dramatic izpacts in the Santa Magdalena-Talaonga
 
section. As a result of improved access, use of
 
fertiliztr increased as did agricultural 
production. Higher prices were offered for
 
crops both at the farm and at nearby markets..."
 
(p.B-5).
 

"Travel between 1-gbayan and Cstillejos, for a 
variety of purpoe~s, seemb to have increased 
considerably after the road was improved, 
providing benefits that are often difficult to 
measure but nevertheless very real to area 
residents. Many houses, especially in Nagbayan 
and along the road close to Castillejos, are 
concrete block structurEs. Radios are 
ccmmonplace, and 7 houses in Nagbayan reportedly 
now have IV sets." (p.B-7). 

"As a result of the road improvement, this
 
traffic to Vito Junction has increased 
markedly. Receipts to the barrio from the 
rental of stalls on market day increased 
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forty percent. Commrcial establishments, like
 
restaurants and sari-sari stores, have
 
benefitted from the increase invisitors, and 
there is evidence of some physical expansion.
 
While the evidence of the road's impact on 
fishermen is more ambiguous, it is clear that 
fish prices have increased at the Vito market, 
and that the fishermen's options have increased 
since they can now sell more readily and with 
reduced spoilage to the wholesale market at the 
pcllacion of Sagay, some eight kilometers from 
Jntion Vito." (p. B-8).
 

2. The Impact of Local Water Development
 

The objectives of the Barangay Water projects are to: (1)
 
provide safe, reliable, low-cost water systems to small
 
rural communities, and (2)develop national and local
 
government capacity to plan, organize, finance, install,
 
and maintain Barangay cooperative water systems.
 

In meeting these objectives, the projects have had 
considerable impact on target households and ccumunities.
 
While lack of baseline data and a sophisticated evaluation
 
program makes it difficult to measure health benefits in a 
quantitative sense, health workers and other field
 
observers state that significant health benefits are being
 
achIzved. Rural health workers report a rapid increase in
 
the construction of water sealed toilets resulting from
 
the water improvents, Thtse improved sanitary 
facilities should lead to iong term health benefits.
 

Affected communities are benefitting from a wide variety
 
of ecocmic activities which were not possible before
 
installation of a safe, reliable, year-round water
 
system. Household poultry raising has expanded rapidly
 
and numerous commercial poultry enterprises have been
 
established. As a result of improved water supply,
 
households now have more livestock. Reports indicate that
 
a large number of families have increased their number of
 
pigs and cows. The resulting increase in poultry and
 
livestock has expanded considerably the use of organic
 
fertilizer thus reducing purchases of chemical
 
fertilizer. Uhile vegetable growing used to be a limited,
 



ANNEX D 
Page 17 of 22 

seasonal pursuit, it is now a thriving, year-round 
activity supplying produce for botl commercial and 
household consumption. Backyard vegetable gardens are 
being expanded in the dry season primarily where gravity 
flow systems are located. This is improving family 
nutrition and providing some monetary return. Project 
monitors feel that economic benefits resulting from water 
improvements have increased household incomes by at least 
20 percent. 

The Barangay Water Program has provided participating 
barangays with the opportunity to manage their own 
development project. The various training programs 
offered by the Program have strengthened the managemant 
capabilities of offices of barangay water associations. 
Thjese aspects make this program different from most 
previous GOP activities. T following specific examples 
illustrate the benefits of the local barangay water 
projects. 

- Before the project, San Pedro residents aug through 
the sand of the dry Tanauan River bed to get drinking 
water during the dry season. Ibajay and 
Maloco-Capilihan residents depended on shallow and 
open-dug wells or rainwater collected from dusty 
roofs and stored in tanks which were often rusty. 
Lolmbboq residents either bought their ,ater from a 
neighboring barrio or obtained it from a shallow well 
which was not considered safe by medical 
authorities. Now, all commities have a safe, 
year-round, supply cf piped water. Construction of 
water-sealed toilets has increased 30 percent; now 
between 80 percent arid 95 percent of the households 
in these commities have water-sealed toilets. 

- 1 ereas residents of Lolomboy use to pay an average 
of ?45 per month for water brought in by 
motorized tricycle, now they pay an average of 
P24 for a continuous supply of piped water. 

- Due tW lack of water, families in San Pedro could not 
engage in backyard gardening during the dry season. 
Now, at least 70 percent have year-round backyard 
gardens. Household piggeries have increased in San 
Pedro with about 60 percent of families now raising 
pigs. 
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Barangays Talaga, Imnuel, and San Pedro in Batangas 
Province each have at least three new commercial 
poultry operations following the completion of local 
water systems. 

In a Luzon barangay the project has had both economic 
and institutional impacts. The improved water system 
lead to such an increase in the number of cows that a 
dairy cooperative was established. Based on the 
experience gained with the water activity, the 
barangay water association expanded to include a 
daily cooperative. A Manila firm now buys all the 
milk that the camzanity can produce. 

3. Develo2Ent Iqat of ther Local Development Activities 

a. &,eal Property Tax Administration Project 

The project see-ks to strengthen lcal gcve-Tmwnt 
fcnancial capability by imprcvIng local tax mapping, 
records maneageent, tax assessments and collections. 
AIthcugh presently behind schedule, the restructured 
project nevertheless is having a significant impact 
on some ccmnnities. 

An evaluation conducted in 1980 showed an increase of 
taxable parcels of more than ten percent in a 
majority of the municipalities. Hwever in some 
municipalities the nmber of taxable parcels was 
reduced due to the elimination ot duplicate tax 
declarations for the same property or declarations 
that were no longer valid. Overall under the project 
total assessed value increased in 85 percent of the 
municipalities while collection efficiency improved 
in 58 percent. 

A 1981 audit report fo. 81-12) indicates that in the 
eleven project communities visited by the audit team, 
tax collections increased by 66 percent in one year. 
kile all of this increase cannot be attributed 
directly to the project, the results certainly polnt 
out the potential impact of improved real property 
tax administration. The most rapid increases 
occurred in Albay Province, Lucena City, Baguio City 
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and Legaspi City where local governments took a firm 

stand. In one case, properties with delinquent taxes 

were put on the auction block, in two other cases no 

business licenses were approved until all past and 

current property taxes were paid. It: is important to 

note that small homelot owners and small-scale farm 

owners have to pay little or no real property taxes. 

The principal problem has been with larger property 

holders, especially on land that has been upgraded 

(e.g. agricultural to industrial use) but the owners 

have not paid a fair rate. The improved system will 

correct this situation. 

In five project municipalities in Antique Province, 

tax collections increased three-told in one year. 

Tax collections for the municipalities of Barbaza, 
went fromBugasong, Caluya, Laua-an, and San Remigio 


$7,068 (?56,546), for the four-month period
 

October 1980 to February 1981, to $20,849 

166,790), for October 1981 to February 1982. 

though part of the increase resulted from the
 

paying of delinquent taxes and therefore cannot be 

expected every year, the dramatic increase once again 

demonstrates the potential impact of improved local 

tax administration. 

b. Rural Service Centers (RSC) Project 

The objective of the project is the decentralization
 
ning local goverrmentsof decision making L,' srengL 

and the provision UL LLe capaCity to assist local 

barangay groups to buccessfully design and implement 

subprojects which respond to basic social and human 

needs of the poor. 1he project was initiated in 1978 

and now irrvolves twenty-two chartered cities which 

rural areas within their boundaries.include extensive 

1982 indicatesAn evaluation of the project in May 

that the project is having considerable impact on 

poverty groups. The evaluation studied 26 
oL which wereincome-generating subprojects aost 

already providing benetits although underway for only 

a few months in many cases. Fully 60 percent of 

those surveyed indicated thlair incomes had increased 
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a result of the project while 33 percent indicatedas 
their incomes were, as yet, unchanged. Survey 

an average increase in monthlyrespondents reported 
family income of $15 per family representing a ten to 

twenty percent increase in total income. Eighty-six 
stated that subprojects are havingpercent 

percent felt
significant multiplier effects and 87 

that subprojects have increased overall 
in the barangay. Insocio-economic development 

addition to these income impacts, 76 percent believed 

benefits were being distributed equitably. 

As well as improving the well-being of poverty 

groups, the RSC project also seeks to promote local 

involvement in the decision-making processes. The 
that the project is succeeding in

evaluation suggests 
this respect. The survey revealed that 94 percent of 

that the subprojects have increasedparticipants feel 
the barangay.solidarity and cooperativene.s Witnin 

rt-e, dre more in control of
Also, 71 percent believe 


and better able to bring about
their destinies 

changes in their community. These results are
 

because they suggest that

particularly encouraging 
participating barangays have the appropriate 

attitude
 

undertake self-sustainingto independently 

development activities.
 

the survey, the
Of the ten subprojects included in 


Malitam deep sea fii 'ning subproject in Batangas City
 
successful. Though
appears to be one or The mos 

only four months . :ne enuerprise s generating
 

$114 (?910) per meader or an increase of $40
 
income level.


(p25) over their previous mo)nthly 
a the localThe subproject provided loan to 


association for the purchase of a fishing boat and
 

malated gear.
 

have onlyof the 26 subprojects evaluatedWhile most 
most shw variousbeen operating for a short time, 

degrees of 'reliminary succss" wriile only three 

be trouble tnIs early stage. The few 
appear to tn at 

are in trouble did not have adequatesubprojects that 
to their selection and GOP

feasibility studies prior 
ot

funding, or operational management is weak. Some 
Useful data and experiencethis can be corrected. 

from the problem subprojects.for redesign is coaing 
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An example of a success is the First Natural Rattan
 
FTactory, in- Angeles --City.-which -has. risen. fro..the 
ashes of a burned out private factory. The new 
building was inaugurated in February 1981 and by May 
1981 	there were 56 workers making rattan furniture.
 
Another example is the Association of the Poor of 
Pandan which initiated a cement block factory now 
employing six full-time and ten part-time workers, 
all formerly unemployed and from very poor families. 
InRoxas City, the Barra Gas Pumping Station is 
proving to be an excellent money making project; its 
bank balance in December 1981 was almost $3,000. In 
addition to providing inccme for the local 
association, the gas station saves fishermen and 
other gas/diesel users the trouble and expense of 
going into town to get gas. 

C. Lessons learned from the Broader PP Program rience i 

1. 	Development assistance projects whose objective is to 
strengthen localities on m .so,that they: can l 1 theiridentify, icate, and ipeet 	 ,:porm 

a lol.the.
amt: cofn a. rovuln_ tor,,: a, phased a'tn 

project control agency. Otherwise localities tend to 
become subordintes of a control agency, subject to 
operational constraints which suppress initiative and
 

self-reliance, produce ritualistic compliance systems, 
prevent experimental 7.,L.ronses to the differential 
character of local corv,.' :ions, and inhibit the development 
of local organizatiorr 4'aid managerial capacities. In the 
case of PDAP, it was -i,: eifecrive absence of a central 
control agency at a cru:ial point in its history that 
enabled the provinces Lo achieve "take-off". 

2. 	 External assistance should be provided in the form of 
tangible resources which can be directly deployed u r 
the authority of the locality. 

Real discretion as to allocation of resources provides
 
local executives with policy and project alternatives,
 
with 	agendas of their mn and the opportunity to prevent
 
visible accomplishment in their own right.
 

/ These lessons are sumarized from "Lessons Learned: Provincial 
Development Assistance Program, Philippines", by Martin Landau and
 
James Anderson (1980). The evaluation was supported by AID/W S&T.
 

The e 	 ... . .
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3. 	 PDAP-Central's early assumption of responsibility for thenational extension ot the program displaced its original 

...	 s ne-respons ibti itLes-.,too..experimental 	 As--I 
hold, ex lmental elort and "research and development" 
activities CeAsed, and '"onitoringand evaluation" wre
 
reduced to pro-forma checklists. Its primary thrust
 
became that of establishing control and compliance systens
 
and monitoring clearance and accountability procedures.
 
'When 	 line admiistraticn is allowed to overwhelm 
experimental effort, opportunities for systemnatic learning 
and error-correction are lost. 

4. 	 In projects designed to develop or srengthen localadministrative 2!p2ity, care must be taken to select 

mna mnt techniques that stirmlate local trative 
development and to avoid those that tend to establish 
tit buerarcnical control over localiies. 

5. 	 Proj ects intended to build plannixg apacity at t.e level 
ot local govern.ent must guard against overloading Mhe 
structure of Local admnitra- tion with requremencs that 
are at best marginal. Localities are saddled With 
numerous distinct plaInng responsibilities, many of which 
are of no value to them and cannot be justified on grounds 
of training or "learning by doing". 

6. 	 7he repertoire of a local development project should 
contain both bounded and Tnbounded planning strategies. 
Bondied (closed) plans -rbc on priorities wnici are 
translated into action i.quences cmt follow a strictly 
determined path. Unbotu_'.u (open) plans are strategic. 
They are more general in charac er, less procedurally 
exact, and allow for easy and rapid alterations. 
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U.S. AGENCY FOR INTERNATIONAL DEVLUPMEN
 
Manila, Philippines
 

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

CETFICATION PURSUANI' TO SECTION 611(e) 

OF TiEGN ASSISTANE ACT OF 1961, AS AII4DED 

I, ANTIONY M. SCRARZWALDE, the principal officer of the Agency for 

taken into account,International Developnt in the Philippines, having 
among other things, the maintenance and utilization of projects in the 

or assisted by the United States, do
PIJJlippines previously financed 
hereby certify that in my judgment, the Philippines has both the 

resources to effectively maintain and
financial capability and the human 
utilize the proposed Regional Development Fund Project. 

based upon the project analyses as detailed in theThis judgeent is 
the conditionsRegional Development Fund Project Paper and is subject to 

imposed therein. 

Directo /iippines 

T ~/s 

Date 
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PROJECT CHECKLIST
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	81 App. Act. Unnumbered;
 
Sec. 653(b).
 

(a) Describe how authorizing Congress will be notified 
and appropriations Committees by advice of program change. 
of Senate and House have been 
or will be notified concerning 
the project; (b) is assistance 
within (Operational Year Budget) 
country or international orgaii­
zation allocation reported to 
Congress (or not more than $1 
million over that amount)? 

2. 	 FAA Sec. 611a)(1). Prior to
 
Tbligation in excess of Yes
 
$100,000, will there be. (a)
 
engineering, financial other
 
plans necessary to carry out
 
the assistance and (b) a reason­
ably firm estimate of the cost
 
to the U.S. of the assistanc2?
 

3. 	 FAA Sec. 611(a)(2). I, fjrther
 
legislative action is required None required.
 
within recipient country, whal
 
is basis for reasonable expec­
tation that such action will e
 
completed in time to pemit or­
derly accomplishment of purpose
 
of the assistance?
 

4. 	 FAA Sec. 611(b); 81 App. Act. Where water or water related 
Sec. 501. If for water or land resource construction 
water-related land resource is concerned such principles 
construction, has project and standards will be met. 
met the standards and criteria
 
as set forth in the Principles
 
and Standards for Planning
 
Water and Related Land 
Resources, dated October 25,
 
1973?
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5. 	 FAA Sec. 611(e). If project is 

capital assistance (e.g., cons­
truction), and all U.S. assis­
tance for it will exceed $1 mil­
lion, has Mission Director certi­
fied and Regional Assistant Admin­
istrator taken into consideration
 
the country's capability effec­
tively to maintain and utilize the
 
project?
 

6. 	 FAA Sec. 209. Is project sus­
ceptible of execution as part 

of regional or multilateral
 
project? If so, why is project
 
not so executed? Information
 
and conclusion whether assis­
tance will encourage regional
 
development programs. 

7. 	 FAA Sec. 601(a). Information 
and conclusions whether project 
will encourage efforts of the 
country to: (a) increase the 

flow of international trade; 
(b) foster private initiative 
and competition; and (c)encour-
age development and use of
 
unions, and savings and loan
 
associations; (d)discour'age
 
monopolistic practices; 
(e) improve tebnical effi­
ciency of indi stry, agriculture 
and conerce; and (f) strengthen 
free 	labor unions.
 

8. 	 FAA Sec. 601b). Information 
and conclusion on how project 

will 	encourage U.S. private 

trade and investment abroad 

and encourage private U.S. 
participation in foreign 
assistance programs (inclu­
ding 	 use of private trade 
channels and the services
 
of U.S. private enterprises). 

Yes
 

No
 

(a) 	No; (b)Yes; Project
 
capital assistance is 
supportive of private sector 
growth; (c)N/A (d) N/A
 
(e) Yes; some planned capital 
assistance for irrigation, 
roads, etc. (f) N/A. 

Project is almost exclusively
 
local cost financing; if any
 

off-shore commodities or
 

technical assistance required
 
be US source and orig*.n.
will 




9. 	 FAA Sec. 612(b); Sec. 636(h)L 

Describe steps taken to assure 

that, to the maximum extent 

possible, the country is contri-

buting local currencies to meet 
the cost of contractual and
 
other 	services, and foreign
 
currencies owned by the U.S.
 
are utilized in lieu of dollars. 

10. 	 FAA Sec. 612(d). Does the U.S. 
own excess foreign currency 
of the country and, if so, what 
arrangements have been made for 
its release? 

11. 	 FAA Sec. 601 (e). Will the pro­
ject uti lize competitive selec-
tion procedures for the award­
ing of contracts, except where 
applicable procurement rules 
allow otherwise? 

12. 	 App. Act. Sec. 521. If assis­
tance is for the production 
of any comindity for export, 
is the commodity likely 
to ba 	in surplus on world
 
markets at the time the resul­
ting 	productive capacity becomes 
operative, and is such assis­
tance 	likely to cause substan­
tial injury to U.S. producers 
of the same, similar or compe­
ting commodity? 
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A local contribution is not 
required for ESF projects.
 
Philippines is not an excess
 
currency country.
 

No
 

Yes 

N/A 



ANNEX F
 

Page 	4 of 4
 

B. FUNDING CRITERIA FOR PROJECT
 

1. 	Development Assistance Project
 
Cri teri a. 

2. 	 Development Assistance Project
 
Criteria (Loans Only).
 

3. 	 Project Criteria Solely for 
Economic Support Fund
 

a. 	 FAA Sec. 531(a). Will Yes. Project will improve 
this assistance promote socio-tconomic conditions 
econonic or political sta- around US military facilities, 
bility? To the extent pos- including squatter settlements. 
sible, does it reflect the
 
policy directions of FAA
 
Section 102?
 

b. 	 FAA Sec. 531,'c). ill No. 
assistance uner this chap­
ter be used for military,
 
or paramilitary activities?
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UNITE) STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON D C 20523 

PROJECT AUTHORIZATION
 

PHILIPPINES 	 Regional Development Fund 
Project No. 492-0374 

Pursuant to Part II, Chapter IV, Section 	551 of the Foreign
Assistance Act of 1961, as amended, I hereby authorize the
 
Regional Development Fund Project for the Philippinas

(Cooperating Country) involving planned obligations of not to 
exceed Forty-Five Million United States Dollars ($45,000,000)

in grant funds over a three (3)year period from the date

of authorization, subject to the availability of funds in
 
accordance with the A.I.D. OYB/allotmeat 	process, to help in
 
financing foreign exchange and local currency costs for the
 
Project.
 

The Project is one of a series designed to provide ESF
 
assistance of $200 Million pursuant to the Amended Bases
 
Agreement between the Cooperating Country and the United
 
States. The Project is directed at improving social and

economic conditions within the impact area of U.S. military
facilities, including the reverted baselands. 
This will be

accomplished in two ways: squatter settlement upgrading and

resettlement; and support for high priority, growth-related

provincial capital improvements. The Project consists of
 
U.S. dollar support for foreign exchange requirements of 
technical advisory services, training, and commodities, as
needed, as well as annual dollar transfers in exchange for
the support of the Cooperating Country for squatter assistance 
and provincial capital improvements by appropriating and
 
using for agreed local currency costs an amount of pesos

equivalent to the annual dollar transfera.
 

The Project Agreement(s) which may be negotiated and executed

by the officer(s) to whom such authority is delegated in
 
accordance with A.I.D. regulations and Delegations of Authority

shall be subject to the following essential terms and covenants
 
and major conditions, together with such other terms and
 
conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Goods rand Services
 

Goods and services, except for ocean shipping, under

the Project shall have their source and origin in the United
States or the Cooperating Country except as A.I.D. may
otherwise agree in writing. Ocean shipping financed by A.I.D.
under the Project shall, except as A.I.D. may otherwise agree
in writing, be only on flag vessels of the United States
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b. 	Conditions Precedent to Disbursement for Capital
 
Development Component
 

Prior to any disbursement of funds by A.I.D. for the
 
capital improvement component of this Project, except for
 
technical assistance with respect thereto, or to the issuance 
of any documentation pursuant to which such disbursement shall 
be made for such component, the Cooperating Country shall, 
except as A.I.D. may otherwise agree in writing, furnish 
the following in form and substance satisfactory to A.I.D.: 

(1) An amendment to the existing Financial 
Services Agreement among the Bureau of the 
Treasury, the Ministry of Human Settlements, 
and the National Bank of the Cooperating 
Country to include such component of the 
Project under its provisions; 

(2) Evidence that manuals developed for
 
implementation of the Municipal Development
 
Fund have been adapted, as necessary, and
 
accepted for irrplementation of such component
 
of the Project; and 

(3) Evidence that acceptable, documented
 
working arrangements have been developed
 
between the Ministry of Human Settlements
 
and the principal ministries, entities,
 
and/or other organizations which will
 
coordinate implementation of this component.
 

c. 	Conditions Precedent to Disbursement for Squatter
 
Assistance
 

Prior to disbursement of funds other than for technical
 
assistance by A.I.D. for the squatter assistance component of
 
this Project, or to the issuance of documentation pursuant to
 
which such disbursement shall be made, the Cooperating Country
 
shall furnish the following in form and substance satisfactory 
to A.I.D.: 

(1) An amendment to the existing Financial 
Services Agreement among the Bureau of the 
Treasury, the Ministry of Human Settlements,
 
and the National Bank of the Cooperating
 
Country to include such component of the
 
Project under its provisions; and 
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(2) Evidence that manuals developed for
 
implementation of the Municipal Development
 
Fund have been adapted, as necessary, and
 
accepted for implementation of such component
 
of the Project.
 

d. 	Additional Conditions Precedent to Each Squatter 
Assistance Subproject 

Prior to the disbursement of funds, other than for 
technical assistance, for each squatter assistance subproject
 
or to the issuance of documentation pursuant to which such 
disbursement shall be made, the Cooperating Country shall
 
furnish to A.I.D. the following with respect to such sub­
project, in 2orm and substance satisfactory to A.I.D.: 

(1) Detailed plans and cost estimates for 
the particular squatter settlement upgrading 
or resettlement subproject; 

(2) Evidence that land tenure rights have 
been established providing beneficiaries 
of the particular subproject with adequate
 
security on their land; and 

(3) Evidence that acceptable, documented
 
working arrangements have been developed
 
between the Ministry of Human Settlements
 
and the principal ministries, entities,
 
and/or other organizations which will
 
coordinate implementation of this sub­
project.
 

Signature__________

M. Peter McPherson
 

Administrator
 

2? AUG 1982 

Date
 

Clearance: 	 Date Initial
 

Eugene S. Staples, A/AA/ASIA -4'<-/ 
John R. Bolton, AA/PPC Q J,"
Chand].er L. van Orman, -­-

"
GC/Afa ;i~hp :8/12/82:ext 28092
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