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EXECUTIVE SUMMARY

The Technology Transfer for Energy Management (TTEM) Project was originally
conceived by 1983 and a Project Identification Paper (PID) was prepared.
The Project Paper (PP) was commenced in 1984 and completed and approved in
April 1985. On May 31, 1985 the Philippines and U.S. Governments signed an
agreemeat providing for $3,000,000 in loans and $2,000,000 in grants to
support the TTEM project. While the Government of the Philippines (GOP)
started work on documents required to satisfy the CPs initial project
implementation activities moved slowly. After the presidential elections
were announced in November 1985 the attention of GOP counterpart staff
turned markedly to politics, and with the February 7, 1986 results the
implementation activity came to a virtual halt until new GOP officials had
been appointed. The new GOP Administration abolished the cabinet level
Ministry of Energy and placed the functions of Bureau of Energy Utilization
in a new Office of Energy Affairs reporting the President’s office. An
amended agreement was signed on August 30, 1986 in which the loan amount
was replaced by a grant. A U.S. technical assistance contractor, Resource
Management Associates (RMA), was selected and a contract was signed in
December 1986. The Resident Advisor arrived in late February 1987. The TTEM
Project Director and senior project staff were finally selected on October
30, 1987. A1l CPs were met on December 11, 1987. The project effectively
started, therefore, in January 1988, over two and one-ualf years after the
signing of the agreement between the governments. However, activity
commenced after the arrival of the RMA Resident Advisor in February, 1987.

Since the 1973 o0il crisis, the Philippines had undertaken a Tlargely
successful program of energy diversification described in Section 3.
Nevertheless, the cost of oil imports had risen from $187 million in 1972
to $2.5 billion in 1980 though the volume had decreased. The Philippines
had seen a period of major expansion during the 1970s. The Philippine
economy was one of the worst victims of the world recession which resulted
from the second oil shock. The assassination of former Senator Benigno
Aquino on August 21, 1983 caused such a level of political turmoil that a
massive capital flight ensued. In 1985, when the PP was issued and the
Project Loan and Grant Agreement was signed, there was still an economic
and foreign exchange crisis while the price of oil had fall-» only
marginally to just under $28 a barrel. In the early part of 1986 the Marcos
government was forced out following the election and was replaced by the
current government under President Corazon Aquino. At the same time the
OPEC pricing policies collapsed. Between the first and second quarter of
1986 the average price of oil dropped from $22.38 a barrel to $12.07 a
barrel. At the current time, November 1988, the economic and political
perspective has changed radically. OPEC is undergoing another period of
turmoil with oil prices dropping. The Philippine ecor~my appears to he
taking off. While energy prices are down, lowering the concern on energy
conservation, there are looming electrical power shortages.

The National Economic and Development Administration (NEDA) indicated that
the emphasis in national development has shifted to areas outside Manila.
The recent holding of the first TTEM sponsored seminar outside of Manila,
in Cebu City, and the plant visits undertaken there appear to be a positive
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response to this emphasis. Energy conservation is still a NEDA priority and
therefore the TTEM Project is still relevant to GOP policies. However, it
has not so far responded in any organized manner to the more immediate
problem of a shortage of electrical power to sustain national development.

The TTEM Project is located within the Conservation Division of OEA. This
division is responsible for a number of different projects in the energy
conservation field including:

TTEM Project

US/ASEAN Project

RUE (German aid) Project

SAL TAC II (World Bank) Project
UNDP/UNIDO Project

These projects have in part complementary and in part overlapping the TTEM
Project. The TTEM Project’s unique feature is the DLF program, financing
demonstration projects in energy conservation. While there is informal
cooperation between the personnel of the different projects encouraged by
OEA, there is no formal mechanism of coordination. Such coordination is
recommended to ensure that the data developed by each project are combined
for effective planning and development of the overall energy conservation
program of the Conservation Division. It is also suggested that the OEA
develop a mechanism to coordinate the overall planning of its energy
conservation activities with other institutions so that a coordinated
effort be made to respond to national priorities such as the current
shortage of electrical power and the necessary complementary actions be
taken by other agencies to support the activities of the OEA projects. Each
project could then be directed, within the limit. of its charter, to
respond to GOP’'s most pressing priorities.

The TTEM Project is located in the OEA Headquarters Building in Fort
Bonafacio, a military encampment. This is not an ideal location because of
difficulties of access. The Project has a USAID funded senior staff (paid
relatively high salaries) under a Project Director responsible to the Head
of the OEA Conservation Division. He has U.S. Project Consultant supplied
long term by RMA and a staff supplied by the OEA consisting of both regular
OEA employees and contract employees. This tiered structure is not
conducive to harmonious personnel relationships. The staffing appears to
overemphasize the technical aspects of the project whi’e not placing
:qfficient emphasis on plaining, information dissemination, promotion and
inance.

Unfortunately, the Project seems to have lacked a clear sense of direction
and consistent management since the beginning. Following the changes in
the GOP, the TTEM project was assigned to the newly formed OEA in late
1986. When the RMA TTEM Resident Consultant arrived in February 1987 there
was no TTEM Project Director, and so the consultant worked closely with the
Chief of the Conservation Division who had responsibility for administering
a number of cnergy conservation assistance projects. A TTEM Project
Director was appointed in December 1987 after a long search. He resigned
in June 1988, and another search was initiated for a new Director. In
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October 1988, it was decided to elevate a member of the TTEM staff to be
Project Directur.

The GOP has met all the Conditions Precedent of the Loan and Grant
Agreement and is providing the necessary local support for the project to
function. We suggest that in the area of coordination with other energy
conservation projects and other institutions as described above, it could
increase its support and improve the project’s effectiveness. There is
concern whether the GOP is able to fund travel erpenses of OEA staff
between December and March. If such funding is not possible this will
significantly 1imit the project’s effectiveness.

There is some question as to excent of the industrial and commercial users’
response to the TTEM Project as well as other energy conservation projects.
We believe that this is because these projects have yet to establish
themselves as viable sources of profitable assistance across the spectrum
of Philippine industry. It is for this reason that we emphasize the
promotional and marketing aspects of the project. The suggested selection
and coordination of national priorities should also be seen in this light.
In other words, if industry understands that the project will assist them
with their most immediate problems rather future ones, they are more likely
to respond enthusiastically.

The TTEM project does not appear to have made an impact on energy
conservation in the specific technologies described in the PP. This appears
to be more a listing of technologies used in the U.S. Though there are
obvious needs for improvements in energy conservation in each areza, there
appear to be barriers to their implementation in the Philippines.
Furthermore, they overlap the technologies being promoted by other
projects. As a result the TTEM project has tended to search for useful
energy conservation projects in an uncoordin-ted fashion. We suggest that
there should be a more flexible approach consisting of determining priority
and feasible areas of energy conservation on which to concentrate through
the planning process suggested above, followed by coordinated effort by
T;EH and other affected institutions co implement energy <onservation in
these areas.

The DLF appears to provide adequate funds and an attractive incentive to
companies interested in taking advantage of the TTEM project. Many
interviewed suggested that TTEM has not met its objectives because of
shortcomings in the presentation and dissemination of TTEM information. It
was widely felt that the TTEM project and the DLF were properly designed to
encourage energy conservation in the Philippines, even though the companies
that could benefit most from energy conservation have moved ahead with
their programs uninfluenced by the TTEM project. It was also noted in
interviews that energy conservation for companies less affected by energy
$osts was of a lower priority today because energy costs are now so much
ower.

Nevertheless, a widespread feeling was expressed that many businesses in
the Philippines could still benefit from the TTEM project if they become
aware of its existence, provisions and benefits.

ifi



The amount of grant funds, approximately P55 million, appears adequate to
fund at least 12 demonstration projects at the project maximum of f4.2
million or more likely 20 to 30 projects, since the loan requirements of
many sub-projects are likely to be less than the maximum allowable.

The maximum five-year term permitted by DLF at a below market interest rate
appears to have provided an adequate financial incentive to encourage
qualified companies interested in installing energy conservation equipment
to apply for a DLF loan. Applications for a DLF loan have come from some
of the largest companies in the Philippines. These companies tend to
benefit the least from a DLF loan, both in terms n¢ sp:ead and total
interest cost savings, compared to other means of financing available to
them, yet they have elected tc qualify for a DLF sub-project.

Three obstacles confront some companies who might otherwise apply for DLF
as reported in interviews with bank representatives.

0 First, the cost for a bank to process a DLF loan for a new
customer would be too cumbersome and tiiie-consuming to appeal to
an otherwise qualified loan applicant. While there were no known
cases of this problem occurring to date, it may have deterred some
applicants. At the present time, there are four accredited banks
for a DLF applicant to choose from, but it is important that the
selection of accredited banks include banks 1like Planters
Development Bank to assure a broader coverage of medium/large and
medium size companies.

(] Second, many of the energy conservation projects being undertaken
by the 1larger Philippine companies involve investments
considerably greater than P4.2 million. In most cases, those
companies have elected to bypass the benefits of the DLF program.
In some other instances, such as PLDT and Benguet, they have
selected a portion of their energy conservation program that
qualifies under TTCM guidelines and have applied for a DLF sub-
project for that portion of the project. This sub-project
selection seemed to be the approach used in all the companies
seeking DLF that were interviewed during this evaluation.

(] Third, regarding the buy-American/Philippine requirement, in many
cases loca! companies wish to buy energy conservation equipment
from Asian or European suppliers rather than seek to qualify for a
DLF sub-project.

The TTEM Project does not appear to have made a concerted effort to locate
and develop the capabilities of equipment manufacturers and vendors as well
as consulting engineers. TTEM staff indicated a concern that they not
appear to endorse any particular product or service. This is a valid
concern, but techniques for overcoming it have been developed in the U.S.
For example, some governmental agencies distribute lists of vendors with a
specific statement on the 1ist that the agency does not endorse any product
or service on the list.
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Of the ten sub-projects currently being processed, three are for
technologies listed in the PP. One, though not a TTEM technology and not
having a wide application, could be used to promote energy conservation in
buildings. Two are for the use of agricultural wastes as a source of
energy. While this is a worthwhile objective to conserve mnon-renewable
energy resources, it is not clear that it is within the TTEM charter. If
such a direction is to be taken it should be as part of an OEA directive.
One, the replacement of diesel engines by electric motors, appears
inappropriate at the time of a looming power shortage. Three are not
considered Ly the evaluators to be appropriate technologies for the TTEM
Project, as they are highly specialized applications. Overall, the
selection of DLF sub-projects demonstrates the lack of direction of the
TTEM Project and the weakness in marketing the DLF.

The TTEM Project does not appear to have made a concerted effort to locate
and develop the capabilities of equipment manufacturers and vendors as well
as consulting engineers. The concern expressed by the Secretary of State in
the PID review that "when the project is implemented BEU will view their
role as more operational, (i.e. doing technology demonstrations, energy
audits, etc.) instead of developing the capability of the lending
institutions or the A and £ community to carry out the operational side of
the project" (see PP Annex A) is still valid today though the BEU has been
transformed into the OEA.

Tha TTEM Project has conducted, co-sponsored and participated in a number
of seminars, workshops and other meetings. It has participated in the
production of publications on energy couservation techniques. It publishes
a newsletter, the "TTEM Channel" and it has prepared brochures to publicize
its activities.

One evaluator attended a part of a presentation by a RMA short-term
consultant at a seminar for the food industry. The evaluator was impressed
by the high quality and clarity of the presentation, which was above
average for similar presentations he has witnessed in the U.S. It appeared
to be set at appropriate level for an audience with a technical backg.ound.
The speaker himself was concerned that he may not have been reaching about
one third of his audience. Nevertheless, there appears to be a considerable
difficulty in targeting an audience in industry in the Philippines, and the
use of high cost short-term experts may be unproductive. The RUE project
uses films commercially produced by the British Ministry of Energy on
energy conservation which they feel are appropriate for their purpose. (The
evaluators have no comment on the effectiveness of this approach.)

The evaluators gave a cursory review of the publication "Waste Heat
Recovery Systems" which was produced by ENMAP with the support of the TTEM
Project. This is the proceedings of their seminar in February 1988. This
publication seems to present a number of well presented papers on the
subject. The number cf local experts in the field raises a concern at the
value of bringing expatriate short-term experts in such a field to the
Philippines.



The TTEM Project commenced publication of a newsletter, the TTEM Channel,
in January 1988. It is well presented, and its contents are of comparable
quality to similar publications in the U.S. It does assist in promoting
TTEM.

Information dissemination appears to be one the most difficult problems in
achieving meaningful energy conservation goals. This difficulty is apparent
in three areas: determining the best means of presentation, determining the
level of information to be presented for specific target audiences, and the
vehicles for reaching them. A1l the Philippine energy conservation projects
are facing problems in this respect. To the extent that the TTEM project
can address this problem successfully, it will have set itself apart from
the other projects.

It has been disappointing to the evaluators that many of the people they
met at interviews set up by TTEM personnel did not appear to have received
any of the TTEM material and had very little knowledge of the project.

The TTEM Project currently has one Jjunior Information Officer. It
previously had two but, as mentioned in Section 3, the more senior officer
left for a higher paying position. Should she prove herself, the current
officer is likely to follow suit, as she is at the bottom of the salary
structure. It is strongly recommended that this function be given higher
status and wupgraded and someone with wide experience information
dissemination techniques appropriate for the Philippines be brought in.

The Technical Assistance Contractor, Resource Management Associates, Inc.
(RMA) of Madison, Wisconsin, were awarded their contract in December 1986.
The Project Consultant arrived in Manila in February 1987. The evaluators
feel that after his presence for nearly two years and after the
participation of nine short-term experts, the results of RMA’s
participation are nebulous.

The role of the Resident Consultant has been circumscribed by the fact
since he arrived there have three Chiefs of the Conservation Division. That
the TTEM Project Director and senior staff were not appointed until late
1987 and there has already been a change of director with an intervening
gap and there has been some reorganization and change of responsibilities
at USAID. Despite this, he has contributed significantly to the
achievements of the TTEM project to date.

The results of the short-term consultant visits have been disappointing.
There appear to be insurmountable problems in the use of expatriate expertc
and the greater dependence on local experts is highly recommended for
technical support of the project. The establishment of the administrative
procedures to facilitate their use should be given high priority.

USAID could assist the TTEM project achieve its goals by taking the
following actions:

o First, it should seek strengthened leadership for the TTEM project.
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o Second, USAID should request to review a business plan for the TTEM
project for 1989 that will include any proposed organization changes, a
detailed program for marketing the TTEM/DLF project and procedures for
implementation and post-implementation follow-up.

o Third, USAID should meet with the TTEM Steering Committee and to seek
renewed cooperation from the members, especially the private sector
organization members, to actively promote the TTEM project intended
when TTEM was established.

o Fourth, USAID could coordinate with the U.S. Embassy Commercial
Section, TTEM staff and RMA to assure the availability of a list of
U.S. suppliers of qualifying energy saving equipment and their
Philippine agents.

OEA should be encouraged to provide an effective coordinating mechanism for
the different energy conservation projects under its control. Changes such
as having a central data bank where records of activities are maintainad, a
common reporting form on site visits ensuring the compilation of essential
information for policy making and strategy development, *the existence of a
common library and holding of regular meetings between project heads under
OEA supervision could assist in improving the effectiveness of these
projects.

The current TTEM senior staff under Project Director seems competent to
direct the marketing of the DLF and to undertake technical evaluations of
proposed projects and to carry out the administrative work necessary. It is
recommended that the Project Director be given greater responsibility and
accountability for the day-to-day direction of the project including the
selection of the new Project Consultant; the selection and scheduling of
short-term consultants, both expatriate and local; the selection and
organization of TTEM staff and the promotion of TTEM activities including
the preparation of TTEM publications, meetings, style of correspondence and
othar promotional activities.

Careful consideration should be given in the selection of a replacement for
the current RMA Project Consultant who is completing his current contract.
In the opinion of the evaluators, the Project Consultant should be capable
of providing planning support to OEA in preparing policy directives to the
TTEM project. This will include both the identification of appropriate
fields in which the project should operate and preparation of an
organizational framework.

However, it is recommended that the Project Director should have prime
responsibility for defining the role and capabilities sought of the Project
Consultant. It is recommended that RMA be given the prime responsibility
(and accountability) for the selection of the individual.

The Project Consultant should be provided with a Tlocally hired

administrative assistant to relieve him of some of the administrative work
load and increase his effectiveness.
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INTRODUCTION

The methodology for the preparation of this evaluation is described in
Appendix A. The report follows the scope of work (Appendix D) in the USAID
task order. Sections 3 through 12 reflect the items in that scope of work.
Section 1 provides a project history for the reader tc be able to
understand the context of the evaluation. Section 2 gives a short history
of contemporary economic and political events during the period of the
development of the project to provide the reader with understanding of some
of the external events which might have affected it. Section 13 sums up the
report’s conclusions while Section 14 sums up its recommendations. In
addition to the methodology, the appendices include a bibliography of the
documents inspected by the evaluators and a 1list of the people they
interviewed or with whom they discussed the project. The U.S. Contractor’s
Resident Consultant provided a breakdown of his time and a description of
his duties which is included as Appendix E. Comments were received from the
Office of Energy Affairs of the Government of the Philippines, and the U.S.
Contractor commented on the draft report. These comments are included as
Appendices F and G respectively. USAID made oral comments during the
evaluators’ presentations to them. Additions and changes in this final
report reflect these comments. In addition, the evaluators have included an
item by item response to each comment in Appendix H.

The evaluators realized that the evaluation was not necessarily welcome at
this time at OEA. Nevertheless, they received a very cordial reception and
were given every assistance from the OEA, project staff and the U.S.
Contractor’s staff and they wish to express their appreciation to all
concerned. In addition, they received a high level of cooperation and
assistance from all the people listed in Appendix C. In particular, they
wish to record their appreciation to the Energy Management Association of
the Philippines for taking the trouble to mail a survey to its members who
were listed as receiving technical assistance from the project.
Unfortunately, insufficient responses were received at the time of the
completion of the report to have a significant impact on its contents. The
evaluators also wish to thank all those members of the USAID Mission in
Manila who provided them with guidance and assistance.
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ABSTRACT

H. Evaluation Abgtr x viged)

The evaluation of the Technology Transfer for Energy Management (TTEM)
Project was undertaken in November 1988 by a two-perscn evaluation team

who spent three weeks in Manilai. This project is one of a aumber of energy
conservation projects under the diraction of the Office of Energy Affairs

of the Government of the Philippines. It has two components, technical
assistance and demonstration projects. The demonstration projects encouraged
a demonstration loan fund (DLF) which provides financing at administration

in the Philippines and the re-organization of energy function within the
government. It effectively started some two and half years after the sign-
ing of the original loan and grant agreement. Therefore, at the time of this
mid-course evaluation, the project is getting off the ground in certain key
respects. Specifically, at the time of evaluation no loans under the DLF have
been closed and its potential for promoting energy conservation has not been
established. The evaluation does, however, analyze its deomonstrated strengths
and wedknesses. It discusses the problems of its integration into an overall
strategy for energy conservation in the Philippines, the direction versus
independence it needs, the emphasis needed in planning and marketing versus
engineering, and strengths and weaknesses of the U.S. Contractor's support.
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B. WAS EVALUATION SCHEDULED IN CURRENT FY ANNUAL EVALUATION PLAN? If this
form is being submutted close to the date indicated in the current FY Annual Evaluation Plan (or if the
final draft of the full evaluation report was submitted close to that date), check “yes”. If it 1s being
subrnitted late or as carried over from a previous year's plan, check "slipped”. In either case, indicite
on the next line the FY and Quarter in which the evaluation was initially planned. If it is not included
in this year's or last vear’s plan, check “ad hoc”.
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C. EVALUATION TIMING: If this is an evaluation of a single project or program, check the box
most applicable to the timing of the evaluation relative to the anticipated life of the project or program.
If this is the last evaluation expected to inform a decision about a subsequently phased or follow-on
project, check “final”, even though the project may have a year or more to run before its PACD. 1f this
is an evaluation of more than a single project or program, check “other”.

D. ACTIVITY OR ACTIVITIES EVALUATED: For an evaluation covering more than four projects
or programs, only list the title and date of the full evaluation report.

E. ACTION DECISIONS APPROVED BY MISSION OR A.L.D./W OFFICE DIRECTOR: What is
the Mission or office going to do based on the findings, conclusions, and recommendations of the
evaluation; when are they going to do it; and who will be responsible for the actions required? List in
order of priority or importance the Key actions or decisions to be taken, unresolved issues and any items
requiring further study. Identify as appropriate A.L.D. actions, borrower/grantee actions, and zcuons
requiring joint efforts. Indicate any actions that are preliminary pending further discussion or
negotiation with the borrower/grantee.

F. DATE OF MISSION OR A.L.D./W OFFICE REVIEW OF EVALUATION: Date when the
internal Mission or office review was held or completed.

G. APPROVALS OF EVALUATION SUMMARY AND ACTIONS DECISIONS: As appropriate,
the ranking representative of the borrower/grantee can sign beside the A.I.D. Project or Program
Officer.

H. EVALUATION ABSTRACT: This one-paragraph abstract will be used by PPC/CDIE 1o enter
information about the evaluation into A.L.D.'s automated “memory”. It should invite potentially
interested readers to the longer summary in Part II und perhaps ultimately to the full evaluation report.
It should inform the reader about the following:

e If the evaluated activity or activities have characteristics related to the reader’s interests.

e The key findings, conclusions, and lessons.

® An idea of the research methods used and the nature/quality of the data supporting findings.

Previous abstracts have often been deficient in one of two ways:

e Too much information on project design, implementation problems, and current project status
discourages readers before they can determine if there aze important findings of interest to them.

e A “remote” tone or style prevents readers form getting a real flavor of the activity or activities
evaluated; progress or lack of progress; and major reasons as analyzed by the evaluation.

In sequential sentences, the abstract should convey:

e The programming feason behind the 2valuation, and its timing (e.g.. mid-term, final);
e The purpose and basic characteristics of the activities evaluated;

e A summary statement of the overall achievements or lack thereof to date;

® A picture of the status of the activities as disclosed in the full evaluation report;

® An idea of the research method and types of data sources used by the evaluators;

e The most important findings and conclusions; and key lessons learned.

Avoid the passive tense and vague adjectives. Where appropriate, use hard numbers. (An example of
an abstract follows; “bullets” may be used to highlight key points).
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EXAMPLE OF AN ABSTRACT

The project aims to help the Government ¢f Zaire (GOZ) esiablish a self-sustaining primary health
care (PHC) system in 50 rural health zones (RHZ). The project is being implemented by the
Church of Christ in Zaire and the GOZ's PHC Office. This mid-term evaluation (8/81-4/84) was
conducted by a GOZ-USAID/Z team on the basis of a review of project documents (including a
4/84 project activity report), visits to nine RHZ's, and interviews with project personnel. The
purpose was to clarify some uncertainties about the initial design and set future priorities for activi-
ties. The major findings and conclusions are:

e This well-managed ar.d coordinated project should attain most objectives by its.1986 end.

e Progress has been good in establishing RHZ's, converting dispensaries into health centers,
installing latrines (over double the target), and training medical zone chiefs, nurses, and auxiliary
health workers. Long-term training has lagged however, and family planning and well construction
targets have proven unviable.

e The initial assumption that doctors and nurses can organize and train village health committees
seems invalid.

e User fees at health centers are insufficient to cover service costs. A.I.D.'s PRICOR project is
currently studying self-financing procedures.

e Because of the project's strategic importance in Zaire's health development, it is strongly rec-
ommended to extend it 4-5 years and increase RHZ and health center targets, stressing pharma-
ceutical/medical supplies development and regional Training for Trainers Centers for nurses, su-
pervisors, and village health workers.

The evaluators noted the following “lessons™:

o The training of local leaders should begin as soon as the Project Identification Document is
agreed upon.

® An annual national health conference spurs policy dialogue and development of donor sub-
projects.

e The project’s institution-building nature rather than directly service nature has helped prepare
thousands of Zairois to work with others in large health systems.

1. EVALUATION COSTS: Costs of the evaluation are presented in two ways. The first are the cost
of the work of the evaluation team per se. If Mission or office staff serve as members of the team,
indicate the number of person-days in the third column. The second are the indirect estimated costs
incurred by involvemen: of other Mission/Office and borrower/grantee staff in the broader evaluation
process, including time for preparations, logistical support, and reviews.

PART 11 (Pages 3-6)

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS:
The following reflects a consensus among A.1.D.'s Bureaus on common elements to be included in a
summary of any evaluation. The summary should not exceed the three pages provided. It should be
self-contained and avoid “in-house” jargon. Spell out acronyms when first used. Avoid unnecessarily
complicated explanations of the activity or activities evaluated, or of the evaluation methodology: the
interested reader can find this informatio.: in the full evaluation report. Get all the critical facts and
findings into the summary since a large proportion of readers will go no further. Cover the following
elements, preferably in the order given:

1. Purpose of the activity or activities evaluated., What constraints or opportunities does the loan
and/or grant activity address; what is it trying to do about the constraints? Specify the problem, then
specify the solution and its relationship, if any. to overall Mission or office strategy. State logframe
purpose and goal, if applicable.
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2. Purpose of the evaluation and methodology used. Why was the evaluation undertaken? Briefly

describe the types and sources of evidence used to assess effectiveness and impact.

3. Findings and conclusion. Discuss major {indings and interpretations related to the questions in
the Scope of Work. Note any major assumptions about the actwvity that proved invalid, including pohcy
related factors. Cite progress since any previous evaluation. .

4. Principal recommendations for this activity and its offspring (in the Mission country or in the
office program). Specify the pertinent conclusions for A.1.D. in design and management of the activity,
and for approval/disapproval and fundamental changes in any follow-on activities. Note any recommen-
dations from a previous evaluaiion that are still valid but were not acted upon.

5. Lessons learned (for other activities and for A.1.D. generally). This is an opportunity to give
A.L.D. colleagues advice about planaing and implementation strategies, i.e., how to tackle a similar
development problem, key design factors, factors pertinent to management and to evaluation itself.
There may be no clear lessons. Don’t stretch the findings by presenting vague generalizations in an
effort to suggest broadly applicable lessons. If items 3-4 above are succinctly covered, the reader can
derive pertinent lessons. On the other hand, don't hold back clear lessons even when these may seem
trite or naive. Address:

-~ Project Design Implications. Findings/conclusions about this activity that bear on ti.": design

or management of other similar activities and their assumptions.

-- Broad action implications. Elements whick suggest action beyond the activity evaluated,
and which need to be considered in designing similar activities in other contexts (e.g..
policy requirements, factors in the country that were particularly constraining or
supportive).

NOTE: The above outline is identical to the outline recommended for the Executive Summary of the
full evaluation report. At the discretion of the Mission or Office, the latter can be copied.

K. ATTACHMENTS: Always attach a copy of the full evaluation report. A.L.D. assumes that the
bibliography of the full report will include all items considered relevant to the evaluation by the Mission
or Office. NOTE: if the Mission or Office has prepared documents that (1) comment in detail on the
full report or (2) go into greater detail on matters requiring future A.1.D. action, these can be attached
to the A.1.D. Evaluation Summary form or submitted separately via memoranda or cables.

L. COMMENTS BY MISSION, AID/W AND BORROWER/GRANTEE: This section summarizes
the comments of the Mission, AID/W Office, and the borrower/grantee on the full evaluation repon. It
should enable the reader to understand their respective views about the usefulness and quality of the
evaluation, and why any recommendations may have been rejected. It can cover the following:

- To what extent does the evaluation meet the demands of the scope of work? Does the
evaluation provide answers to the questions posed? Does it surface unforeseen issues of
potential interest or concern to the Mission or Office?

- Did the evaluators spend sufficient time in the field to fully understand the activity, its impacts,
and the problems encountered in managing the activity?

- Did any of the evaluators show particular biases which staff believe affected the findings?
Avoid ad hominem discussions but cite objective evidence such as data overlooked, gaps in
interviews, statements suggesting a lack of objectivity, weaknesses in data underlying principle
conclusions and recommendations.

- Did the evaluation employ innovative methods which would be applicable and useful in
evaluating other projects known to the Mission or Office? Note the development of proxy
measures of impact or benefit; efforts to construct baseline data; techniques that were
particularly effective in isolating the effects of the activity from other concurrent factors.

- Do the findings and lessons learned that are cited in the report generally concur with the
conclusions reached by A.I1.D. staff and well-informed host country officiais? Do lower
priority {indings in the evaluation warrant greater emphasis?
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SECTION 1
PROJECT HISTORY

The Technology Transfer for Energy Management (ITEM) Project was originally
conceived by 1983 when a Project Identification Paper (PID) was prepared.
The Project Paper (PP), cammenced in 1984, was ocampleted and approved in
April 1985. On May 31, 1985 the Philippines and U.S. Goverrments signed an
agreement providing for $3,000,000 in loans and $2,000,000 in grants to
support the TTEM project.

This agreement included a mmber of canditions pracedent (CP) for the
agreement to care into effect and the project to be funded. these included:

o The selection of a U.S. technical contractor.

o Assigmment of staff to the project by the Philippines Ministry of
Energy.

o The establishment of a project Steering Cammittee.

o A memorandum of understanding be executed between the Philippine
Chamber of Cammerce and Industry, the Energy Management Association of
the Philippines, the Banker's Association of the Philippines and the
Bureau of Energy Utilization (BEU) of the Ministry of Energy detailing
the roles and respansibilities of each in the implementation of the
project.

O A Master Agreement has been executed between the Central Bank (CB) and
BEU detailing roles and respansibilities of each with respect to the
administration of the Project's Demonstration Loan Camponent.

o The preparation of a policy manual approved by USAID relative to the
Demonstration Loan Furd.

The PP envisioned that the CPs would be met by November 1985.

While the Goverrment of the Philippines (GOP) started work on documents
required to satisfy the CPs, initial project implementation moved slowly.

After the presidential elections were announced in November 1985 the
attention of GOP counterpart staff turned markedly to politics. With the
February 7, 1986 results the implementation activity came to a virtual halt
until new GOP officials had been appointed.

The new GOP Administration abolished the cabinet level Ministry of Energy
and placed the functions of BEU in a new Office of Energy Aifairs reporting
the President's office.

An amended agreement was signed on August 30, 1986 in which the loan amount
was replaced by a grant.


http:cndit.ns

A U.S. technical assistance contractor, Resource Management Associates
(RMA) was selected and a contract was signed in December 1986. The Project
Consultant arrived in late February 1987.

The TTEM Project Director ard senior project staff were approved on October
"2, 1987.

All CPs were met an December 11, 1987.

The project effectively started, therefore, at the end of 1987, over two
and one half years after the signing of the agreement between the
goverrments though activity commenced after theé arrival of the RMA Project
Oonsultant in February, 1987.



SECTION 2
BOONOMIC, POLITICAL AND SOCTIAL OONTEXT OF THE PROJECT

At the time that the PID was being prepared in 1963 oil prices were falling
fram their peak in the late 1970s. The average price of crude oil fell from
$31.42 a barrel in the first quarter of 1983 to $28.62 a barrel in the last
quarter. The signs of the impending oil glut and the collapse of OPEC were

not yet largely recognized.

Since the 1973 oil crisis, the Philippines had undertaken a largely
successful program of energy diversification described in Section 3.
Nevertheless, the cost of oil imports had risen fram $187 million in 1972
to $2.5 billion in 1980 even though the volume had decreased.

The Philippines had seen a period of major expansion during the 1970s. GNP
had been increasing by about 6% per anmm, average inflation was a
relatively mild 14% per anum, the rate of underemployment was a little
over 10% while industrial production rose at an annual rate of over 10%.

The Philippine econamy was ane of the worst victims of the world recession
which resulted from the second oil shock in the late 1970s. Faced with
increased costs of oil imports, declining world values of its major export
crops, arﬂasbeepnsemtheinterstmitsforea.gnbonwngs
country experienced its worst balance of payments crisis at the emd of
1982.

The assassination of former Senator Benigno Aquino on August 21, 1983
caused such a level of political turmoil that a massive capital flignt
ensued. In Octaber 1983, the GOP ammounced that it could not pay its
foreign debts and asked for a moratorium from some 483 creditors. The
caments of the State Department on the project PID were sent in November
1983.

During 1984, the Philippine econamy went into a tailspin as a result of a
severe foreign exchange crisis. For all of 1984, the country had barely
enough foreign exchange to import food and oil. 0il prices meanwhile
remained relatively stable in the $28 to $29 a barrel range.

In 1985, when the PP was issued and the Project Loan and Grant Agreement
was signed, there was still an economic and foreign exchange crisis while
the price of o0il had fallen only marginally to just under $28 a barrel. At
this period any form of foreign exchange, loan or grant, was welcamed by
the GOP, while at same time the U.S. government was distancing itself from
the Marcos govermment.

In the early part of 1986 the Marcos goverrment was forced out following
the election and was replaced by the current government under President
Corazon Aquino. During the same period the OPEC pricing policies collapsed.
Between the first and second quarter of 1986 the average price of oil
dropped from $22.38 a barrel to $12.07 a barrel.



The Aquino Administration was immediately faced with an overwhelming
problem of foreign debt and it adopted a policy of accepting only aid in
the form of grants as opposed to loans. The Project Ioan and Grant
Agreement was amended on August 30, 1986 to replace the loan campanent with
a grant ard a basis for the project to proceed was established.

At the axrent time, November 1988, the economic and political perspective
has changed radically. OPEC is undergoing another period of turmoil with
oil prices dropping. The Philippine econamy appears to be taking off.
Plants that recently were having difficulty in sustaining a single shift a
day are now operating at full capacity on three shifts. The focus of
industrialists is how to increase production to meet market demands.

While energy prices are down, lowering the concern an energy conservation,
there are loaming electrical power shortages. Though the National Power
Corporation admitted only to shortages in Inzon, power is reported to be
cut off to plants for up to four hours a day in Cebu. The focus of
priorities has decidedly shifted, while the loang term goal of energy
conservation has not been lost. As will be discussed in the body of the
report, the TTEM Project has not resporded to this new situation.



SECTION 3
APPROPRIATENESS OF THE PROJECT

This section examines the TTEM project in the context of the current
econamic priorities of the Philippines, the present energy priorities of
the country, and the responsibilities of the Conservation Division/OEA for
coordinating foreign assisted energy conservation projects as well as the
overall organization of the project.

t E ic Prioriti f the Philipoi

The current ecancmic priorities of the GOP were determined at a meeting
with the National Economic and Development Authority (NEDA) where it was
indicated that there is currently a greater emphasis on development cutside
the Manila area in current GOP plamning. Recent econamic growth in Cebu,
the second largest city in the Philippines, is seen as a positive
evolution. The TTEM project has not undertaken any activities outside the
Manila area until recently. In July 1988, a marketing trip was undertaken
by TTEM senior staff to Cebu at which same plants were visited. This has
been followed by a seminar given in Cebu City on November 16, 1988 during
the evaluation. The seminar was followed by two days of plant visits by two
technical teams. This redirection of the TIEM project outside Manila
responds to the emphasis of NEDA.

Present Enerqy Priorities of the Philippines

The energy priorities of the GOP were established at meetings with Attorney
De La Iz, Executive Director of OEA and with NEDA. The Ministry of Energy
(MOE) was described as one of the more successful ministries under the
Marcos regime. When the oil crisis hit the Fhilippines in 1973, the country
was dependent on foreign oil for 92% of its energy supplies. A significant
effort was made to convert to damestic energy saurces such as coal and
geothermal energy. Damestic coal production has increased from 40,000
metric tons (M) in 1973 to 1,200,000 MT' in 1987. In addition 1,200,000 MT
were imported as a substitaite for oil. With 894 MW installed capacity, the
Philippines has became the second largest producer of geothermal energy in
the world after the U.S. There has been considerable exploration for oil
but little has been found. Currently the Philippines produces less than 5%
of its consumption. As a result of successful substitution of other energy
sources, imported oil supplied only 50% of damestic energy needs in 1985.
This increased to 63% in 1987 but this increase has been a largely
attrilbuted to a drought reducing hydro-electric power.

The NEDA priorities in the energy field were indicated to be to camplete
all existing projects and to determine and develop the least cost damestic
sources of energy. These include coal, gecthermal energy and bio-mass. As
part of the effort to develop energy supplies outside of the Manila area,
it is planned to develop two geothermal fields in the Visayas region,
namely the Palinponon field on Negros Oriental and the Tongona field in
Leyte. The former is planned to be eventually connected to Cebu City by
transmission line.



NEDA indicated that there is currently a short and medium term shortage of
electrical generating capacity in Iuzon as a result of the cancelling of
the Bataan Nuclear Puwer Plant. To respond to the drought-induced shortage
of hydro-power in Mindanao, the National Power Corporation (NPC) is
purchasing barge mounted gas turbine driven generating sets to place there.
These can be later moved to Iuzon or ancther location to meet peak power
demands. This is a relatively inefficient method of generating electricity
consuming oil. By contrast, existing generating capacity can be used more
efficiently by power factor correction. One of the TTEM technologies and
two of three Demonstration Ioan Fund (DLF) projects currently in the final
stages of negotiation are for power factor correction. There is little
inducament for industry to correct its power factors unless there is a two-
part electricity tariff. It is reported that such a tariff is applied only
in Inzon.

Energy conservation is still a NEDA priarity and the TTEM project is still
appropriate in the context of national priorities.

OEA/Conservation Division Responsibilities

The TTEM project is part of the Conservation Division of the OEA. The OEA,
which reports to the Office of the President, is responsible for energy
policy.

The Conservation Division runs a mmber of overlapping energy conservation
projects sponsored by different intermational and foreign donors. These are
listed on Table 2-1. In order to better understand their relationship to
the TIEM project, the other energy conservation projects are briefly
described below.

US/ASEAN Project

This is a project whose function was described as a USAID funded project
with the Berkeley-Livermore Laboratories as contractor. Its pirpose is to
develop and coordinate building energy conservation codes in the ASEAN
countries. In addition it has energy audit function. OFEA declined to allow
the evaluation team to review the files and determine its precise scope of
work. The USAID Mission in the Philippines indicated that they did not have
any documentation on the project and it is presumably funded directly out
of Washington. There are no expatriates currently working in the
Philippines on the project.

RUE/GTZ Proiect

The Rational Use of Energy (RUE) Project is funded by German aid fund
(GIZ). Its focus is energy oonservation in small and medium- sized
industries. It cammenced in March 1987 and is scheduled to terminate at the
end of 1990. Its approach is geared towards relatively simple technology
which does not require a high level of technical expertise to camprehend
and implement. Its approach might be termed appropriate technology in the



Name
of
Project

TTEM
RUE
US/ASEAN

SAL TAC
I1

ENERGY MANAGEMENT/CONSERVATION PROJECTS UNDER OEA

Sponsor Contractor Period
of
Impiem.
USAID RMA 6/85-5/90
GTZ GTZ 3/87-12/90
USAID? Berkeley/ ?
Livermore
Laboratory
UNDP/ 5/83-3/88
UNIDO
World PNOC 6/88-

Bank

Building

Yes

Yes

Yes

No

TABLE 1

Indust. Energy Tech. Info. Training Loan
Energy Energy Audit Asst. Diss. Fund

Yes Yes Yes Yes Yes Yes

Yes Yes Yes No No

No Yes ? Yes ? No

Yes Yes No Yes Yes No

Yes Yes ? Yes ? Possible



true sense of the term. The RUE does not organize seminars and meetings but
it does participate in such activities organized by others.

It has equipped an "enewgy bus" with measuring instruments and training
aids which travels around the ocountry providing technical assistance,
includ_ing enexgy audits, and energy conservation training at factories. It
is aurrently in Mindanao. Two more similar buses are planned. In addition
to the educational fowsoftheenen;ymsthemEpmudns in-depth
technical assistance to a limited number of plants, assisting in the design
and implementation of energy conservation measures over an extended period
of time.

The RUE organizational concept is fundamentally different to that of the
TTEM Project. GTZ is an independent not-for-profit organization and not a
gorzrmment agency. The Project Director is a long-term GIZ employee. It has
two long-term expatriate engineers and one expatriate policy analyst
attached to it. It has hired six local staff, and ten OEA permanert (civil
service) staff are attached to it. Unlike TTEM, the GIZ Project Director
has the apparent authority to hire his local staff directly. Salaries are
not discussed with OEA. He has wide authority over the use of the GIZ
project funds.

The cambination of a dynamic and capable Project Director with a freedam of
actlmnoten;oyedbymthertheFilipimorﬁmeMTI‘EHstaffhasledLo
a camparatively active and successful project and caused same camparisons
to be made which are disparaging to TTEM and RMA.

'meUSADammadllstoustluxt\mlizeﬂmeTm{ﬁmtlmwmmmqum
a far greater host country participation. By its very nature this diffuses
thelmeaofautlmtybeb:eentheus. Oontractor and the local hire
Senior Staff. It has yet to be demonstrated whether, once the current RUE
ijectDirectorisrawvedaxﬂmtreplacedbysareoneofequal
campetence, the project or its function within OEA will be able to sustain
themselves.

SAL_TAC II/World Bank Project

'meSAL'mCIIcamemedrece:mlymﬂerﬂwduectlmoer. BenjammLm
the former Chief of the OEA Conservation Division of OEA. Mr. Lim is a
Philippine National Oil Corporation (PNOC) employee who had been seconded
to OEA. Asarwxltofamoentgovenm:tmrectlve, allPNOCemployees
secanded to OEA were given the choice of transferring to the civil service
or returning to the PNOC. Because of the higher salary scales at FNOC, all
employees returned to PNOC, and shortly thereafter the World Bank funded
the SAL TAC II. 'Ihepmjectls lomtedattherCEn;meenrgR&eardlar\d
Design Center (ERDC) in Quezon City, that is, approximately 15 kilameters
fram the OEA office.

The SAL TAC II Project is to develop specific energy conservation
technologies: oamustion oontrol, ooal conversion and waste fuel
utilizatmn, waste heat recovery and cogeneration in eleven industry
sectors in three phases, namely:



Phase I

Steel and metal
Food and cocarmut
Textile

Phase IT

Chemicals and Rubber
Pulp and paper
Sugar .
Glass and ceramics

- Phase II1

Power generation
Transport

Its primary focus is identifying and overcaming barriers to energy
conservation. It has a total local hire staff of twenty with four energy
atﬂitteamsofmreepeople.‘mmepemleamdevotedtoonganizhg
workshops and training sessions, and five people are devoted to policy
analysis. It plans to use the RIE and TTEM Projects for any expatriate
assistance it needs.

UNDP/UNIDO Project

This project is in two; phases. The first phase, under the direction of Mr.
P.R. Srinivasan, lasted from May 1983 to March 1988. It provided
institutional consultancy and training in energy management for 15
engineers, most of whom are still with OEA. It provided both theoretical
and practical training for 18 months and then undertook preliminary and
detailed energy audits. In addition it established a fuels and appliance
testing laboratory at ERDC. This laboratory has capabilities for testing
fuels and water and for testing energy conservation in some domestic
appliances. It is aurrently functioning as part of the Conservation
Division but it is due to receive Division status within OEA soon. The
project also set up an energy conservation information center at OEA
togeﬂmerwithacmpxter.'ﬂmwereamemidmtax&ﬂtantaxﬂtmola\g
term expatriate consultants and same short term consultants in the field of

cogeneration.

Phase II of the project, which is reported to have been authorized but has
not yet commenced, is to increase the capacity of OEA in undertaking
detailed energy audits and increase the capacity of the laboratory to
calibrate instruments and test refrigerators, freezers, lamps and bulbs.



Ooordination of Energy Conservation Projects

There is corsiderable informal cooperation between the staffs of the
different projects, including TTEM, with the apparent blessing of OEA. As
mentioned above, the SAL TAC II Project is looking to TI™ and RUE for
expatriate support. The TTEM Resident Consultant and RUE Project Director
meet regularly to compare experiences and discuss solutions to problems.
The TTEM staff consulted with the RUE staff to obtain the names and
addresses of potential firms to visit in Cebu. The RUE Project uses the
services of the UNDP/UNIDO Pruject laboratory to test oil samples.

There appears to e no formal mechanism within OEA to coordinate these
projects. No formal meetings are held between staff of the different
projects together with OEA. There are no central data files of audit
reports and site visits, or any common format for reporting. There is a
separate library of books and materials ocollected by the WNDP/UNIDO Project
and the TTEM Project. Each project undertakes separate policy analysis
without realizing the work done by the other projects. There are reports
that the same firms are contimially visited by different projects to
undertake the same type of audit.

There seems to be an informal concept that each project has a conplementary
role. The RUE Project has the major technical assistance role; the GAL TAC
II project is concerned with policy develoment. The US/ASEAN project is
concerned with developing building codes. The TTEM Prouject is the financing
am for energy omnservation. There is, however, no written definition of
such camplementary roles and they do not appear to reflect the abjectives
of each project when it was set up. There is no apparent attempt to cbtain
the agreement of the different project sponsars to such a concept. For
example, would USAID be willing or able to drop the buy American or
miliminemquimmmtofﬂ\eminmforcmwﬂertakingall
technical assistance work?
TTEM Project

The TIEM Project occupies one wing of the fourth floor of the OEA
Headquarters located in PNOC building in Fort Bonifacio, a military
encampment on the outskirts of Metro-Manila. Entry to the encammment is
controlled and on occasion prevented. Taxi drivers have to surrender their
driving license on entry and often refuse to take passengers there. It is
serviced by "jec :eys" but otherwise if one releases one's taxi, there is
no means of exit .cept by obtaining a ride with someone having a car or by
walking. This is not an ideal location for a project whose abjective is to
market and encourage participation.

The TTEM Project staff oonsists of a Project Director, three senior staff
positions (two currently oocupied), a long term Project Consultant and
short term consultants provided by the U.S. Contractor RMA, a number of OEA
staff seconded to the project and a number of staff hired by OFA for the
project. The Project Director and the senior staff are funded by USAID but
selected by OEA with advice from the Resident Oonsultant. Senior staff
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salaries are set at a "private industry" rate which is several times the
Philippine civil service rate for an equivalent position. As contract
employees they get no benefits except vacation time and they do not receive
the normal security of a civil service position. The concept is that it is
necessary to pay such high rates to contract personnel to attract people of
high caliber in order to give the TTEM project leadership and direction.
The Resident Consultant and short term consultants are expatriates paid at
U.S. rates plus overseas allowances. All OEA staff are paid by the GOP at
civil service rates but direct hires are not given job security. They are
essentially at the bottam of the pile. This temporary civil servant class
includes a key position in a project directed to disseminating information,
the Information Officer. One informatiar. officer has left for a much better
paying job in the private sector. Her former assistant is amrently filling
her role without earning the title. She is a youny woman with a degree in
msscmmmatla‘swmmspmvimslyetployedasasecretazybeuuseshe
omldmtfn'daposltlminherwnfm]d She took at the opportunity of
qaining experience with TTEM. Undoubtedly if she can fulfill the
expectations of the project she will also seek a job in the private sector.

The TTEM Project is overseen by a Project Steering Committee camposed of
the representatives of nine organizations which meet two or three times a
year. The Steeringy Committee is chaired by the Executive Director of OEA.
The Project Director reports to the Chief of the Conservation Division,
locabedmthesamehuldng mmﬂensmcamltantacurqasan
advisor. This structure, in which a private sector oriented person reports
maday—to—daybasmtoacwilqervant is not comducive to good
management. Either an individual will adopt a civil service attitude in
order to fit into this structure, which will largely negate his ability to
perform in the function formdxhelspaidahi.ghsalary, or friction
will develop and the relationship will deteriorate to the point that it
cannot function effectlvely For TTEM to function effectively, we suggest
that the Project Director should be removed from day-to-day OFA control. He
should have the major responsibility for the selection of the new Project
Consultant (see Section 14, Items 3 and 4); the selection and programming
of short term consultants, bothexpatnatearﬂlocal the selection of TTEM
staff; and the pramotion of TTEM activities within the policy directives of
the OEA and the limits creabedbymeUSAID/G)Ploanandgrantagreanent
including the preparation of TTEM publications, meetings, style of
correspondence and other pramotional activities. By the same token, the
Project Director should be made accountable for the performance of the TTEM
Project.

An efficient mechanism needs to be set up to determine policy abjectives
and to ensure coordination of the TTEM Project with the other activities of
OEA, and the performance of OEA should be subject to regular OEA review.
This also suggests the advisability of moving the TTEM pmject out of the
OEA huilding while a formal reporting mechanism is set up ensuring that the
Conservation Division and other complementary OEA activities are kept
informed of TTEM activities and vice versa. This would have the additional
benefit of freeing the Head of the Conservation Division and her staff to
concentrate on the formulation of policy, the setting of priorities and the
overall directing of the projects under her control.
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Project Planning. Orcanizati i Directi

The TTEM project's dbjective is to demonstrate increased energy efficiency
in the business sectars of the Philippine econcmy that are heavily
dependent on fossil fuels and electricity. The project was assigned to the
Office of Energy Affairs in the new goverrment under the direction of its
Executive Director. The Executive Director delegated day-to-day management
of the Program to the Chief of Conservation Division. She oversees a staff
of technical and support specialists who are goverrment employees and is
respansible for directing the various energy oonservation projects
including the TTEM Pruject under its Project Director and two senior staff
who are paid directly by USAID. The TTEM Project is advised by a full-time
Project Consultant who is contracted through a U.S. Consulting fim, R,
and funded by USAID.

Although the project has been approved and funded since 1985, because of
the change in the government and lengthy transition period of the new
govermment, as previously discussed, the TTEM project did not effectively
became operational until late 1987. In fact, the TTEM Steering Camnittee
camposed of various government and private leaders did not officially
approve the DLF qualification criteria until March 1988. Since that time
the TTEM organization has been responsible for contacting target businesses
in the Philippines that could benefit from energy conservation measures, to
make them aware of the TTEM assistance program. In the summer of 1988 the
original Project Director left the program. A new Project Director was
pramoted from within in October 1988. The vacancy left by the promotion

During 1988, up until a short time before this evaluation, approximately 90
campanies had been contacted by the TTEM staff. Of the ninety campanies
about ane third had energy conservation project potential. Of these about
one half were studying projects with energy conservation potential and the
other half were proceeding with projects that would be intermally funded.
The TTEM staff identified seven projects suitable for evaluation as a TTEM
sub-project, of which three received TTEM staff approval and are now in the
final stages of being processed with TTEM accredited banks for the loans of
approximately PS.1 million (about 10% of the funds available under the
original USAID grant). Projects reported to be in the pipeline by the TTEM
staff ocould further abligate approximately P20 million of the loan fund
which would require an additional 40% of the available funding. During
this same period, USAID has spent $1.0683 million for TTEM staff, the
Resident Consultant, for 9 visits by short term technical consultants fram
the U.S., equipment and the first installment of the DLF.

At this point, the project is making same progress but the results to date
have not been what the TTEM management and the Steering Committee expected
interviews. Interviews with representatives of both groups established that
they had expected more progress by this time in loans closed and the
installation of demonstration projects.

12



Same of the observations that relate to the planning, organization and
direction of the project that were reported in the course of our
interviews, are summarized below.

Planning

Considerable time and effort appeared to go into the original evaluation
and planning for this project. TTEM received initial direction from the
GCP ard the Project Consultant in the summer of 1987. This direction did
establiﬂxq:alsforhizﬂgstaffarﬂestablislﬁmloanmmtit
did not seem to clearly establish priorities amd goals with milestones for
the establishment of sub-projects that could be used by the project
management and the Steering Camittee and USAID to measure the rate of
acomplishment and to recormend changes as needed. This lack of planning
ardintennlreuedappearstohaveallouadmepmjecttodnftinitially
without a clear sense of direction.

Planning has been more actively pursued since the summer of 1988, as shown
by the development of the marketing program in August 1988. As a result,
the TTEM team seem to have accamplished more tangible progress in the last
few months than it had in the previous year. Nevertheless, tangible
accamplishments of the program experienced by the oampanies that have
achieved measurable energy savings as the direct result of TTEM technical
assistance or who plan to benefit from a TTEM loan to accamplish samething
they would not have done otherwise, are not apparent.

The project needs to have its planning carefully reviewed and revised under
the guidance of OEA, USAIDardtheSteermgOmm.ttee Targets must be
established for achieving measurable results in each quarter. Each
professional member of the TTEM staff should be assigned a responsibility
for performance that supports the target. 1In this way it will be easier to
measure the progress being made, to determine where the problem areas are
that need attention and to see that overall goals are met.

Organi.zation

'ItleorgamzatlmoftheTrEX{staffdcamltselfseantopmta
significant hindrance to the project performance. The tiered salary
structure is not conducive to harmonious team work. Also, it appears that
the organization makeup is heavily weighted to technical personnel.
Overall, it appears that the assigned talent within TTEM does not represent
theoorrect.nuctureoftalentrequlmdbocarryarttheTIE{msmm. For
instance, to place the key position of Information Officer in the least
rewarded salary group appears not reflect the real priorities of the TTEM
Project.

The anamalous position of the long-term Project Consultant is discussed in
greater detail in Section 11. We do express concern at the position of the
Project senior staff and particularly that of the Project Director. While
they are paid relatively high salaries to attract dynamic individuals, they
do not appear to be offered any career path. Clearly, once the Project is
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no langer funded by USAID, their current positions and salaries will cease.
This is due to happen in 1990, a relatively short time tc build up an
organization which ocould then sustain itself as say a consulting
organization. Quite clearly, while the project is overshadowed by a rapidly
approaching termination date, these individuals will become increasingly
concerned with their future careers rather than the development of the
Project.

Our evaluation indicated that TTEM needed to have a stronger orientation to
plaming, information dissemination, marketing and finance in order to
achieve its dbjectives. Without mcre of these strengths, the talent of the
technical staff is not being given an opportunity to work where it can
produce the best results.

Directjon

The TTEM project is under the supervision of the Executive Divector of OEA.
He has delegated day-to-day responsibility to the Head of the Conservation
Division who has the responsibility to oversee the TTEM staff and their
results. In addition, USAID, as the source of the grant funds, has
assigned a full-time Project Consultant and a member of the USAID staff is
responsible for overseeing the project's progress. In addition, a nine-
member Steering Camnittee was established at the autset to act as a Board
of Directors in seeing that the TTEM project acoamplished what was intended
by USAID and endorsed by the GOP as a worthwhile project.

Unfortunately, this variety of checks and balances in leadership and
direction have not functioned as intended and therefore have allowed the
project to drift.

The Project has lacked a clear sense of direction and consistent management
since the beginning. Following the changes in the GOP, the TTEM project
was assigned to the newly formed OFA in late 1986. When the RMA TTEM
Resident Consultant arrived in February 1987 there was no TTEM Project
Director, so the consultant worked with the Head of the Conservation
Division who was responsible for administering a mmber of energy
conservation assistance projects. A TTEM Project Director was appointed in
December 1987 after a long search. He resigned in June 1988 and another
search was initiated for a new Director. In October 1988, it was decided
to elevate a member of the TTEM staff to be Project Director. During this
period there were also a mmber of changes in the USAID Manila Mission
organization and the officer responsible for the project was re-assigned to
another post.

The Executive Director of OFA in mid-1988 recognized that the changes and
vacancies were creating problems for TTEM, and therefore he became more
actively involved in the project. It appears that his efforts and those of
the new Project Director have given the TTEM project new energy and
initiative. fTheir efforts, along with those of the TTEM staff, have
generated oonsiderable activity and progress in the past few months.
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mrthermnaqarentdlarq%wulprdnblyhavetobemdetosustamuns
progress since the Executive Director cannot afford to remain so actively
involved. The effort of the past few months, however, has shown that the
TTEM/DLF project can ultimately achieve the originally intended abjectives
if the efforts of the TIEM staff are more positively directed and if the
organization is revised to assign staff responsibility for the tasks that
will be required to carry out the successful implementation of the project.



SECTION 4
THE ROLE OF THE GOVERNMENT OF THE PHILIPPINES

This section concentrates on those areas where the actions and support of
the GOP impacts on the TTEM Project.

Oonditions Precedent

The loan agreement set a mumber of conditions before USAID could make a
disbursement of the grant to the GOP. The most significant conditions
precedent (CPs) are:

o The selection of a U.S. technical contractor.

o Assigmment of staff to the project by the Philippines Ministry of
Enerqgy.

o The establishment of a project Steering Committee.

© A memorandum of understandingy be executed between the FPhilippine
Q\anberofcannercearﬂlrxmstxy thermex:gyuamganentAssocmtimof
the Philippines, the Banker's Association cf the Philippines and the
mmauofme.rgyutllizatlm(mn of the Ministry of Energy detailing
the roles and responsibilities of each in the implementation of the
project.

o AMasterAgmanathasbeenexewtedbemmeOmtralBamc(CB)am
BEU detailing roles and responsibilities of each with respect to the
administration of the Project's Demonstration Loan Component.

o The preparation of a policy manual approved by USAID relative to the
Demonstration Ioan Fund.

All CPs were met aon December 11, 1987.
Camitment of Resources

The implementation of the project requires a contimied comitment of
resources and funding by the GOP as defined in Section 3.2 of the Iocan and
Grant Agreement.

"(a) The OCooperating country agrees to provide or cause to be provided
for the Project all funds, in addition to the Assistance, and all

other resources required to carry out the Project effectlve.ly ard
in a timely manner.

"(b) The resources provided by the Cooperating Country for the Project
will be not less than the equivalent of $732,000, including costs
borne on an "in-kind" basis. In addition, expenditures of A.I.D.
Funds will be dependent of the contributions of the Cooperating
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Country and the participating private firms equivalent to at least
25% of the total Project costs."

The GCP has made adequate space available to the TTEM project and has
funded all the required OEA personnel assigned to the project. The Project
Oonsultant stated that the GOP has lived up to its comitments and there
have been no delays due to the GOP not comitting adequate resources in
accordance with its camnitments. By contrast, the RUE Project reports that
its activities outside the Manila are severely curtailed in the period
December through March because of the GOP funding cycle which prevents the
payment of trensport costs and per diems for OEA employees. To date the
TTEM Project has not carried out any activities outside of Manila between
December and March. In their comments on the Draft Report, RMA indicates
that is a goal of the TTEM Project to cover the country (see Apperdix F,
Comnent 4). This potential problem, therefore, needs to be investigated and
resolved before the Project proceeds further.

There is no indication that any private firms have camnitted any resources
to the Project beyond making their staff available during site visits and
sending persomnel to attend seminars and workshops.

Other Support

The relationship of the TTEM Project to other energy canservation projects
under the control of OFA is described in Section 3. It is noted there that
the OEA does not coordinate these projects to ensure that they operate in a
camplementary mamner and do not duplicate each other's activities, that the
information gathered by each project is reported in a common format,
centralized and disseminated, and, most important, that the activities of
each project be directed to most effectively meet the needs of energy
conservation and reflect the current priorities of the GOP.

As a specific example c¢i this last statement, NEDA has identified an
upcaming shortage of electrical power. One of the TTEM technologies is
power factor ocorrection which, if widely applied, would improve the
efficiency of generation plants relieving the need to purchase additional
low efficiency and oil consuming capacity on an emergency basis. This is a
simple technology to apply and by chance two of the three initial DLF
projects involve power factor correction. To apply power factor correction
in an effective way requires planning and coordination between CEA, NPC,
the National Electrification Administration (NEA),NEDA and the TTEM Project
and includes questions such as the application of a two-part electricity
tariff. It is saggested that the determination of the need and establishing
the feasibility of such a setting of the priorities of TTEM activities is
the type of support and direction needed by the Project fram the GOP if it
is to be effective.

It is therefore strongly recammended that the GOP and its energy planning
arm, the OEA, concentrate on setting up such a coordination mechanism.
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SECTION 5
MEETING THE NEEDS OF INDUSTRIAL AND COMMERCIAL USERS

Reflecting the division of the project into two components of technical
assistance and technology demonstration, the subject of meeting the needs
of commercial and industrial users is divided into two sections.

Technical Assistance

As discussed in Section 3, the TTEM Project is one of many projects in the
energy conservation field. The discussion of this question has been divided
into two zarts: do industrial and commercial energy users need or want
energy conservation and do they specifically need and want the technical
assistance offered by the TTEM project?

With regard to the first point there are mixed signals. Energy conservation
is driven by an ethic and not itself a technology. The motivation to adopt
the ethic can be public spirit or self-interest to redvce costs. It is safe
to say that most Philippine industrialists accept the need for energy
conservation as a matter of principle. It is less safe to say that they
include it among their priorities for action in their own plants. The
Energy Management Association of the Philippines (ENMAP) has been
established. This currently has 69 corporate members and 800 individual
members showing a considerable interest in the subject. In addition ENMAP
has 12 Industry Sectorial Committees with one or more representatives from
that industry. ENMAP has an annual conference which is preceded by a five-
day Energy Management Training Course. Seventy-five participants from
industry have registered for the course to commence on December 1, 1988.
Reviewing the list of participants, it is obvious that the majority come
from the multi-nationals and the largest Philippine owned firms. There are
no representatives from a recognizably small or medium sized firm. The SAL
TAC II Project recently is holding a workshop for the food industry. Only
nine representatives of industry participated in the first part of the
workshop but more are expected in the second part, to be held in December,
1988. Discussions with TTEM staff and with staff from other projects based
on their site visits would tend to confirm that the major interest in
energy conservation comes from the multinational and very largest
Philippine owned firms. There is little interest demonstrated in energy
conservation by the majority of firms.

The large firms have considerable in-house technical capabilities and can
design their energy conservation measures independently of outside
technical assistance. They do, however, express interest in any technical
assistance which is capable of identifying additional measures and they
also appreciate technical assistance from specialists in highly technical
fields such as control systems. This assistance may not aiways be relevant
to the goal of promoting energy conservation.

Instilling energy conservation techniques in other firms is much more
difficult and at times frustrating. It is difficult to demonstrate that the
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TTEM project is responding to an expressed need across the spectrum of
Philippine industry.

Insofar as the TTEM project has produced at least one short term consultant
with expertise in a field of particular interest in the most advanced
sector of Philippine industry, i.e. control systems, it has met a
demonstrable need. However, the interest expressed has not been limited to
energy conservation projects, and this sector of industry appears to have
adequate access to such expertise when required without resort to TTEM.

Technology Demonstration - DLF Program

As discussed in Section 7, the DLF program has not yet been sufficiently
developed to be able to determine the interest of the private sector. The
areas of concern are the impact of the buy American or Philippine goods and
services requirement and the USAID Manila Mission requirements for good
business practice. Until a loan has been consummated and the equipment has
been installed and demonstrated, it will not be possible to evaluate
whether the program achieves its purpose of promoting particular
technologies. We do, however, express the concern that under pressure to
demonstrate results the TTEM staff do not plan their program with a
sufficient eye on the replication of their projects.

Though mechanisms are in place for publicizing the results of successful
OLF projects, e.g. the TTEM Channel, seminars, workshops and conferences,
no plan has been drawn up on how these projects will be marketed throughout
the Philippine economy.
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SECTION 6
APPROFRIATENESS OF SELECTED TECHNOLOGIES

This question is being approached from two directions. First, the specific
ion as to whether the technologies chosen for emphasis in the PP and
in the project are appropriate is addressed. Then, in view of the
of the evaluation team, the question as to whether it would not be
better to have more flexible approach to technology so as to be able to
better respond to changing priorities of the Philippine econay is
explared. .

Review of Selected Technologjes

'nxe‘foumd:gtedunlogiesmeselectedinmeppasmeprimazy
technologies to be applied in the project:

Canbustion monitoring and control systems

Flue gas heat recovery systers

Increased use of insulation in industrial processes
Power factor control

System distribution maintenance procedures
Outside air compensation for chiller systems
Building energy management systems

Increased roof insulation on existing buildings

question
included
findings

The PP makes reference to additional technologies to be considered after
the initial phase, namely:

Camnercial building cogeneration with absorption
chilling

Small industrial cogeneration (Less than 1 MW)

Vapor recampression in the processed milk industry

Cold extrusion in the tire i

Electrical and chemical heat pumps in the vegetable and

processing industry

Task lighting and daylighting

High-efficiency electric motors

Advanced heat exchangers (e.g. heat wheels, heat pipes)

Automatic electricity demand limiters

Sambustion Monitoring and Control Systems

There are reported to be approximately 6,300 boilers in the Philippines.
With the exception of those of the NPC and U.S. military bases, all are
reported to be relatively small (oral statement of an equipment vendor).
Boiler operation and efficiency is addressed by at least two of the other
energy conservation projects, RUE and SAL TAC II. It was probably also
addressed by the UNDP/UNIDO Project. The RUE Project, which has the
greatest experience in visiting plants throughout the Philippines, reports
that boiler operators by and large do not maintain the minimm housekeeping
standards necessary to improve boiler efficiency, such as closing boiler
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doors. It is reported that boilers and boiler operators have to be licensed
but that the regulations are not enforced and operators have little
training or education. The two plants visited by an evaluator had low
safety and maintenance standards. At least ane major Y.S. mamufacturer of
boiler controls a has an extensive sales and distribution network in the
Philippines. Therefore, it is felt that in the field of cambustion
monitoring and control systems, the TTEM Project duplicates the activities
of other projects and vendors in the area of technical assistance. The
Philippine market in caombustion control systems is limited to a few
campanies with adequate access to the technology and it is unlikely that
this technology will be widely diffused in the near future. Any general
improvement in boiler operation can came about only as part of a general
improvement in operation and maintenance procedmes throughout Philippine

. The DLF could be useful in pramoting such systems in the limited
market that exists but the relatively low cost of such systems (Pesos
160,000 to 350,000) discourages potential users fram applying in view of
the loan processing requirements.

Flue Gas Heat Recovery Systems

This technology is again also covered by the RUE and SAL TAC II projects.
The RUE project has successfully installed such a system on a diesel
engine, exhaust saving about 4 tons of wood a day but it must be noted that
part of the success is due to poor operation and maintenance on the diesel
engine resulting in its exhaust temperature being about 180°F above normal.
This technology could be applied successfully in a DIF project. In their
caments on the draft report (see Apperdix F, Cament 21), RMA have
indicated that heat recovery fran flue gases is an Energy Management
Association of the Philippines priority amd offers significant potential
for energy conservation.

Increased Use of Insulation in Industrial Processes

This technology does appear to be covered by the RUE Project, at least in
small and medium sized industries, and there are undoubtedly considerable
opportunities for energy savings if the technology can be marketed
successfully. Its applicability to the DIF program has yet to be
determined.

Power Factor Control Equipment

Power factor correction has limited application as an energy conservation
technology. Its main application is to reduce capital costs and improve the
output of electrical utility generating and transmission equipment.
However, as described previously, it appears to be of immediate concern to
the Philippine econamy in view of the forecast electrical power shortages
in Iuzon following the mothballing of the Bataan Nuclear Power Station and
elsewhere throughout the country. A program coordinated with the NPC, the
National Electrification Administration (NEA) and power distributors such
as MERAIQO, as previously suggested, oould possibly be extremely fruitful
if undertaken on a crash basis.
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Stean Distribution Maint Proced

Maintenance appears to be a major concern in industry in the Philippines.
It is doubtful if any impact can be made on one item of maintenance outside
of a general improvement in maintenance procedures. Maintenance in industry
is the subject of ongoing work at the National Engineering Center of the
University of the Hilippines by the former Resident Consultant for the
carmpleted UNDP/UNIDO : xiect. Only the multi-national companies and the
most progressive Philipyine owned industries would appear to have the
capabilities of absorbing this technology, and they probably have adequate
access to it without the assistance of the TTEM Project through ENMAP, SAL
TAC II and their own resources. In its comments on the draft report (see
Appendix F, Camment 23), RMA has pointed out that this technology goes
beyond pure imaintenance and includes the design of steam distribution
systems. Insofar as an appropriate demonstration project could be funded
under the DIF program for improving a steam distribution system in an
industry with the capability to efficiently apply maintenance procedures
and to demonstrate the energy savings resulting therefram, it ocould be a
valuable loang team demonstration not only of energy conservation but of

. ial Building Technoloqi
The energy technologies related to commercial buildings, outside air
temperature campensation for chillers, building management systems,

not

the US/ASEAN Project. Cammercial buildings are also covered by SAL TAC IT
project and were probably covered by UNDP/UNIDO. One of first three DLF
pmjectsbeimpmc&ssedisinﬂ:eareaofcamemialbuildirgenezgy
oconservation but not specifically in ane of the technologies listed in the
PP. In this case, the engineering design work had been done by an outside
AE fimm, and the TTEM project does not appear to have made any significant
technical contribution. The TTEM Project has not determined how much energy
ocould be saved by the application of these technologies. Therefore,
specific comments on the technologies are reserved. However, cammercial
buildings are significant consumers of electricity, particularly in the
Manila area, and a reduction in demand is not only important to improve
energy conservation but also to reduce electricity demand. This sector
could again be the focus of a coordinated effort to pramote energy savings
as discussed belcw.
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The secondary technologies identified in the PP appear to be highly
sophisticated and of limited application in the Philippines at present. No
effort has been made to determmine to what extent they have been
successfully applied in the U.S.and other industrialized countries. They do
not appear to be suitable for dissemination and are therefore inappropriate
for the TTEM project.

Technology Selectjon Process

As previously stated, energy conservation is driven by an ethic and is not
itself a technology. Many technologies and procedures have been improved or
spawned in arder to achieve energy conservation. The application of many of
these technologies and procedures has been well established in ths U.S. and
other industrialized countries, and the most common ones are included in
the general categorization of energy oonservation and have became
established as synonymous with the ethic itself. A somewhat static approach
to technmology selection based on U.S. experience appears to be
inappropriate to the needs of the Philippines. A more dynamic approach of
identifying technologies applicable to changing oconditions in the
Philippines and responding to the immediate priorities of the country
appear far more likely to be fruitful instead of the stagnant approach
which is implicit in locking into specific technologies.

The altermative approach being developed by the TTEM Project of undertaking
visits to industries, reviewing their problems and then trying to solve
them does not appear appropriate to the goal of disseminating energy
conservation throughout Philippine industry. It will inevitably lead to the
project undertaking detail design work for individual industries for
technologies which are not replicable elsewhere. This will, effectively,
result in a TTEM funded subsidy to selected industries in the modern sector
with little overall energy oconservation potential. The “appropriate
technology" approach of the RUE Project can be effective in teaching energy
conservation principles in the less sophisticated sector of Fhilippine
industry, but it is very labor intensive and requires particular skills
vhich are hard to find. Its success in disseminating energy conservation
has yet to be established.

The more appropriate approach appears to be for the GOP to identify
pressing needs (e.g. to conserve electricity) and for the TTEM Project to
design a plan to make a significant contribution to energy conservation in
that sector. Then, as soon as the TTEM plan is approved, the GOP shauld set
up the coordination mechanism to implement it. This, however, requires an
ability to cammmnicate, coordinate and respond to problems on a rapid basis
which has currently not been demonstrated by either the GOP, the TTEM
Project or RMA. A possible organization to achieve this goal is described
in Section 3.
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SECTION 7
DEMONSTRATION LOAN FUND
Financia

The revolving Demonstration Loan Fund (DLF), as originally established in
the Project Agreement of May 31, 1988, consisted of a USAID loan of
$2,567,000. It was modified on August 30, 1986 to be a grant of $2,660,000
to allow the funds loaned by Philippine commercial banks to be repayable in
Philippine pesos without foreign exchange risk.

The DLF was to be funded by USAID through the Philippine Central Bank (CB)
in takedown stages in stages based on the loan funding needs of the
project. Requests to the CB for funds under the ODLF were to come from TTEM
accredited commercial banks, prior to Closing on a loan for a qualified
TTEM energy conservation sub-project.

At the present time, there are five Philippine banks accredited to disburse
DLF funds:

1) Rizal Commercial Banking Corporation

2) Security Bank and Trust Company

3) Solidbank Corporation

4) Private Development Corporation of the Philippines
5) Planters Development Bank

Three additional Philippine banks are reported to be seeking accreditation:

1) City Trust Banking Corporation
2) China Banking Corporation
3) Prudential Banking Corporation

USAID was requested to transfer P9.3 million of DLF obligated grant funds
to the CB in mid-1988 for three approved TTEM sub-projects:

1) Philippine Long Distance Telephone Company (PLDT)

- P4.2 million
2) Benguet Corporation - P520 thousand
3) Central Azucarera Don Pedro (CADP) - P380 thousand

As of this report, there have been no requests to the CB from DLF
accredited banks to transfer funds for Closing on the above loans. It is
expected that the Philippine Long Distance Telephone Company (PLDT) loan
application will be ready for Closing in early December. The PLDT loan
terms have been approved by the company and the bank. The loan agreement
is subject to review by the PLDT legal department before the loan Closing
can be scheduled. The TTEM staff indicated they expect the other two
approved projects to close before year end. If the three Closings occur as
expected, it will result in a disbursement of P5.1 million of the P9.6

24



million USAID funds held by CB, or about 10% of the DLF obligated USAID
grant funds.

The terms and conditions of the DLF appear to be attractive both to the
companies that have applied for loans or those which are considering
applying. The basic loan terms are for a five-year fixed rate loan, at an
interest rate set in relationship to the Manila Reference Rate (MRR), a
weighted average of 180 day deposit interest rates offered by ten
Philippine commercial banks plus a 3% premium. The result was an interest
rate of 13.4% available in the second quarter of 1988 which increased to
14.1% in the third quarter and is set at 13.9% in the fourth quarter.

These rates compare favorably with five-year fixed term commercial rates
available to Philippine companies. The PLDT, which has access to local
funds at most favorable rates, reportedly would expect to pay 16-17% for a
five-year fixed rate loan. A company below the top 50 but in the top 1000
could expect to pay 18% for the first year of a five-year term with future
interest negotiable. If a five-year fixed term loan were available it
would reportedly be at 20-22%. A medium sized company with a good local
credit standing would ordinarily not be able to borrow funds at fixed rate
for five years except through a government sponsored funds such as Social
Security System (SSS) loans. If a five-year fixed rate term loan were
available to such a company the rate would be between 23-25% for the five-
year term.

It was apparent from these discussions is that the DLF 1loan term and
interest rate are attractive. They are marginally attractive to the very
large companies with superior financial ratings by a spread of 1-2 points.
The relative peso savings to such a large company on a maximum loan of P4.2
million, however, has little aggregate impact on the company finances.
What is most ironic about the DLF, is that the terms offered become
increasingly attractive to large/medium size companies that rank in the 500
to 1500 size category of Philippine businesses. The term and cost of a DLF
loan, both marginal and real, to these companies offers an attractive
incentive that enhances the payback potential of an investment.
Unfortunately, the smaller companies that did express an early interest in
the DLF reportedly lacked an adequate credit standing. The credit-worthy
medium and smaller companies, by and large, have not been reached to date
because the TTEM marketing had been targeted to larger companies.

Private commercial banking institutions in the Philippines, according to
interviews with officers from accredited institutions as well &as
institutions interested in becoming accredited, have expressed a receptive
attitude to the DLF project. They seem to represent a sufficient number of
institutions (in some cases with extensive branch networks) to capably
support the DLF project. They expressed a willingness to actively promote
the project to their client companies that might benefit most from the
project’s advantages. The feeling most often expressed was the need for
their loan officers to better understand the key elements of the TTEM/DLF
project so they could present it in an understandable way to their clients.
They felt they also needed more sales support literature so that a client
company could better evaluate the suitability of a TTEM project for their
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operation. The literature would make it easier for an interested client to
know what steps to take to determine if a planned energy saving project
would qualify and with whom to make initial inquiries.

Some of the bankers interviewed expressed concern that the obligated funds,
$2.66 million or approximately P56 million, represented a potential for
only 13 loans at the maximum allowable amount of P4.2 million each. The
bankers expressed a concern that if they aggressively promoted the DLF
available funding might be exhausted before their interested clients could
qualify for TTEM approval. The bankers did not wish to take that risk.
They would want a client to have an early assurance that funds would be
available if an application were submitted and accepted. The banker’s
concern seemed ironic considering that the DLF project has been available
since August 30, 1986 (although the Steering Committee did not approve the
interest rate and selection criteria until February 4, 1988), and still no
ioans have been taken down. It points out, however, that the DLF project
does not require the effort of many banks to meet its obligation. Even
four banks, if one assumes an average DLF loan of P2.63 million ($125,000),
could only average five DLF loans each.

A key element with accredited banks seems to be the careful selection of a
few banks which could most effectively serve the TTEM objectives. This
means selecting those banking institutions which, with the support of
senior management, would be willing to promote the OLF nroject to the
clients. These would be bankers who feel that the terms anu conditions of
the DLF would be attractive to their clients and would comfortably fit inte
its normal lending practices.

It appeared from our review that many banks were contacted to become
accredited DLF institutions, without regard to how those institutions might
benefit TTEM. The five accredited banks apparently were accepted because
they applied and were qualified. They may not, however, have been the five
best Philippine banks for promoting the TTEM objectives.

As previously indicated, most of those interviewed felt the DLF merits, if
properly promoted, would achieve an acceptable level of demenstration
projects intended when the piyject was planned. Nevertheless, they pointed
out a significant number of the potential energy saving projects in the
Philippines would not be undertaken with DLF assistance because of the
requirement to purchase U.S. and/or Philippine equipment. They expressed
an apparently widely held feeling among local managers in large and medium
sized businesses that U.S./Philippine energy saving equipment in many cases
would be a disadvantage because of the lack of post-sale support and the
timely availability of spare parts. Often local Philippine businessmen
decide to purchase equipment from Asian or European suppliers because the
post-sale support is better and spare parts are available locally or could
be shipped in within a few weeks. Many U.S. companies apparently are not
in a position to offer a competitive level of post-sale support and spare
parts availability in the Philippines. This situation does not apply in
all cases. Manufacturers such as Westinghouse appear to provide highly
competitive products and service in the Philippines.
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Applicability of Technologies for Demonstration Purposes

The DLF sub-projects under consideration or for which loan agreements are
being finalized are listed in Table 2. As shown in the table, only three
out of nine sub-projects are TTEM technologies as defined in the PP. The
linking of the air conditioning systems of two buildings, though not a TTEM
technology could be considered appropriate, subject to the conditions
discussed below. Other projects, such as the use of oxygen-enriched burner
to pre-heat scrap in an electric-arc steel furnace, are highly specialized
applications which appear to be divorced from the intent of the PP. The
concept of the DLF is clearly to proselytize the use of certain energy
conservation technologies with a wide application in the Philippines. It
does not seem that the it was the intent of the authors of the PP to lock
into the specific technologies they listed, as the applicability of the
these technologies in the Philippines could not be established by the level
of study undertaken for the PP, but only through the development of the
TTEM Project itself. It appears to the evaluators that the PP did intend to
use the DLF to promote technologies with a wide application, but they did
not intend to use the DLF to fund highly specialized applications whose
rela;ion to conventional concepts of "energy conservation® is difficult to
establish.

Tuo of the sub-projects relate to the use of agricultural wastes as fuels.
In themselves, these appear to be good projects to support insofar as the
technologies to be used are sound and it can be demonstrated that they can
be replicated elsewhere. However, they appear to be outside the scope of
the TTEM project and of the OEA Conservation Division. A policy decision
needs to be taken and recorded by OEA before proceeding with these projects
that the use of agricultural wastes as fuels is an activity to be supported
by the Conservation Division and the TTEM Project.

The substitution of a diesel prime mover by electric motors does appear to
be appropriate at this time in view the looming electrical power crisis.

As noted, the linking of the of the air conditioning systems of two
buildings is not a TTEM technology. Furthermore, it probably only has
limited application in the Philippines and therefore it is not easily
replicable. However, as mentioned elsewhere, building energy conservation
in the Philippines results in savings in electrical power. This, in
principle, appears to be worthy of promoting. Unfortunately, the PLDT
project will save power during off-peak periods which will not assist the
immediate crisis to avoid "brown-outs" and "black-outs" during periods of
peak demand. If the PLDT project can be used to demonstrate the value of
buiiding energy conservation, and if OEA and the TTEM Project are able to
develop a coherent policy to emphasize those energy conservation measures
which would have greatest impact on peak electrical power demand, the sub-
project would be of value within the context of the TTEM project. Comments
on the power factor correction sub-projacts have been made elsewhere.
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TARLE 7-1
-ENERGY CONSERVATION FOTENTIAL OF DIF PROJECTS

Coxpary Description TIEM Simple Project Notes
Teh- Payback OCost
loay? Period Milli

Pesos
PLDT Linking a/c systems No 4.7 yrs 6.4 a
Benguet Power factor correction Yes 1.07 yrs 1.0 b
CADP ditto Yes 1.33 yrs .5 b
Benguet Replacement of No 1.25 yrs 1.0 c

campressor prime mover
Polyphosphates Fan & duct improvements No 3 y:s 2.0 d

PIC Trading & Ricelmll fed power No n.a. 5.0 e
Dev't Corp. system

Vacphil Insulation of steam Yes n.a. 1.5

Rubber Corp. 1lines

Republic Improvements to pre- No 2.3 yrs 8.0 f
Cement heater

Armco~- Oxy-fuel burner No n.a. 6.3 g
Marsteel

Matling Ind. Biogas system No 4 yrs 6.8 h
& Comnercial

Corporatian

n.a. - payback period not available or calculated.
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Notes:

a.

The actual project, the linking of the air conditioning systems of
two buildings so that the combined system can be operated more
efficiently, can probably be replicated only in a limited number
of situations. However, this is a building energy conservation
measure which reduces electrical power demands. If it is properly
demonstrated, it could be used to promote energy conservation and
specifically conservation of electrical power in the building
sector.

The major benefit of power factor correction is in improving the
efficiency of the electrical grid.

Two 150 hp-diesel engines are to replaced by electric motors. In
view of current power shortage, this does appear to be an
appropriate TTEM project at this time.

This does not appear to be an appropriate TTEM project.

Fuel substitution. This is aot strictly an energy conservation
project, but the substitution of the bio-waste of industrial
processes is a valuable means to reduce demands for imported oil
and other non-renewable energy sources. There appears to be a
considerable potential for the use of such wastes in the
Philippines.

The potential for replication of this application is Timited.

This appears to be specialized application inappropriate for the
TTEM Project.

This involves the production of energy from bio-wastes and appears

to be beyond the scope of the TTEM Project. TTEM are proposing to
drop this project due to difficulties in finalizing the loan.
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SECTION 8
ROLE OF EQUIPMENT MANUFACTURERS AND VENDORS
AND CONSULTING ENGINEERS

The TTEM Project does not appear to have made a concerted effort to locate
and develop the capabilities of equipment manufacturers and vendors as well
as consulting engineers. The concern expressed by the Secretary of State in
the PID review that "when the project is implemented BEU will view their
role as more operational, (i.e. doing technology demonstrations, energy
audits, etc.) instead of developing the capability of the lending
institutions or the A and E community te carry out the operational side of
the project™ (see PP Annex A) is still valid today though the BEU has been
transformed into the OEA.

The issue of involving the lending institutions is handled in Section 7.
The evaluation team’s contacts with vendors did not indicate a close
relationship or a complete awareness of the TTEM program. Discussions were
arranged with three vendors of U.S. manufactured energy conservation
systems. In one case the salesman appeared knowledgeable of the TTEM
program, but the principals of the relatively small firm appeared to be
only vaguely aware of TTEM. In the other case the vendor appeared to
consider that the DLF was inapplicable to him because the lower loan limit
is well above the cost of his equipment, whereas there is no official lower
loan 1limit in the DLF Tloan program. A U.S manufacturer has sent a
representative from their regional office in Singapore to make a
presentation to TTEM staff.

Though a request was made to arrange a meeting with a consulting engineer
for a DLF project this was not possible. A number of individual consultants
were met. Though they supported the TTEM Project in principle it was not
clear that they had any involvement in a TTEM sponsored project.

As indicated in Section 7, the DLF program has not yet blossomed and
therefore it is not possible to judge the extent to which the AE community
will become involved.

In summary, the TTEM Project has involved vendors and consulting engineers
to some extent, but no concerted attempt has been made to identify
manufacturers, vendors and consulting engineers and involve them.

TTEM staff indicated a concern that they not appear to endorse any
particular product or service. This is a valid concern, but techniques for
overcoming it have been developed in the U.S. For example, some
governmental agencies distribute lists of vendors with a specific statement
on the list that the agency does not endorse any product or service on the
list. The same agencies may give qualified advice on the selection of
particular products or services in an informal setting.

It is an apparent failure of RMA to bring these techniques to the attention
of OEA and the TTEM Project and thus to develop a policy which would allow
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greater involvement of the private sector while not overstepping the bounds
of propriety for a government agency.
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SECTION 9
THE IMPACT OF USATD AND GOP FOLICIES AND REGULATIONS

This topic is largely owered in other sections, and this section is
intended to refer the rezder to the sections in which items are discussed.

In Section 7 the requirement of the DLF loan to use American or Philippine
products is discussed. In addition, there is a requirement to follow USAil
procedures of "good business practice®. No loans have been consummated and
equipment purchased as of this date, so that no final determination of the
evaluators has been made of the impact these provisions. In the three sub-
projects currently under in the final stages of being granted, each
applicant has agreed to purchase U.S. equipment. A rnumber of people we have
spoken to have brought up the issue of the equipment sourcing requirement
fram two perspectives. The first, as explained in section 7, is that it is
uncoceptable constraint, as the applicant has significant concerns with
U.S. suppliers with regard to the availability and after sales service he
seeks. The second is that the DLF is a program to pramote U.S. goods and
services and that this program is poorly supported by USAID in informing
potential users of the program as to the sources of appropriate U.S.
equipment. The distinction between the function of USAID and the U.S. Trade
Development Program (TDP) is understandably lost in the Philippine private
sector. The impacts of the "good business practice" requirements have yet
to be dealt with. In view of the different perspectives of procurement of a
govermment agency and a private business, this is likely to cause problems.
The TTEM Project staff will have to ciearly understand the USAID Mission in
Manila requirements and interpret them to their clients.

In Section 11, we refer to the administrative load placed on the RMA
Project Consultant. It is our experience that a U.S. based contractor on a
USAID funded contract has to act a buffer between many of the
administrative requirements of the host goverrment and USAID. This has
never been recognized in any PP or service contract of USAID we have read.
Where the senior contractor representative carries the burden of these
administrative requirements it impinges an his effectiveness. To the extent
that he can be relieved of these requirements, his effectiveness may be
expected to improve. For this reason we are recamending that the
contractor, RMA, be allowed to hire a local administrative assistant.

In Section 3, we deal with the contradictory organization of the project as
semi-private sector project located within a goverrment organization. We
suggest that this makes the success of the project considerably more
difficult to achieve.
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SECTION 10
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The TTEM Project has conducted, co-sponsored and participated in a mmber
of seminars, workshops and other meetings. It has participated in the
production of publications on energy conservation techniques. It publishes
a newsletter, the "ITEM Chainel® and it has prepared brochures to publicize
its activities.
Workshops, Seminars and Meetings
The TTEM Project has conducted the following seminars and workshops:

Waste Heat Recovery, November 1987

Canbustion Monitoring and Control, November 1987

TTEM Demonstration Ioan Fund Seminar for members of the Bankers
Association of the Philippines, March 1988

Building Energy Management Systems, April 1988
The TTEM project co~spansored the following seminars and workshops:
OEA seminar on Energy OConservation in Current Design, September 1987

ENMAP seminar on Waste Heat Recovery Systems and Applications, February
1988

ENMAP seminar on Financing Energy Conservation Projects, June 1988
Seminar on TTEM Project co-spansored with the Cebu Chamber of Commerce
& Industry in co-operation with the Mandaue Chamber of Commerce &
Industry, Cebu City, November 1988

The TTEM Project participated in the following functions:
2nd Metalworking and Woodworking Equipment Show, September 1987
NCRD Conference on Nonconventional Energy Technologies, September 1987
5th Anmual ENMAP Convention, December 1987

SPIK (Chemical Industries Association) seminar on the TTEM Project,
April 1988

OEA seminar on Industrial Energy Aundit, Cebu City, July 1988

SAL TAC IT workshop for the Food Industry, November 1988.
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The TTEM Project is scheduled to participate in, but not co-sponsor ENMAP's
6th National Energy Convention by the participation of TITEM and RMA staff
and the renting of an exhibition booth. The TTEM Project is also providing
financial support to the convention.

A list of participants and an analysis of participant evaluations for the
senlmrsmWasteHeatRecove:yardcmb:smmMutonrgardOmtmlwem
made available by the TTEM staff. There were 36 participants in the Waste
HeatRacovexySenirarallhxtt:mofﬂmhadabadmelorsdegreema
technical subject. Of these, seventeen appeared to come from industry, six
frmverﬂororganizauaﬂ,smfrmaadenia one fram an AE firm and four
from TTEM. There were 32 participants in the Cambustion Monitoring and
Control Seminar, most of whom were the same participants as attended the
Waste Heat Recovery Seminar. In their evaluations on a scale of 1
(excellent) to 5 (poor), participants scored as follows on average:

Waste Cambustion

Heat Monitoring
Recovery &
Control

Organization of Lecturz Topics

a. Design and Selection of Topics 1.8
b. Sufficiency of Content 2.5
c. Sequencing of Topics 2.4
d. Clarity of Presentation 2.4
e. Relevance to your Line of
Specialization 1.9 2.0

Conduct of the Course

a. Course Materials 2.3 2.2
b. Time Alloted for Each Topic 2.
c. Training Enviromment 2.
d. Overall Coordination 2

2.
2.
2

(= )

7
6
.3

Overall Usefulness of the Course to the Participants

1.8 1.9

The course materials largely consisted of copies of the view graphs but did
provide valuable material. They were bound and well presented.

One evaluator attended a part of a presentation by the leading speaker for
the Combustion Monitoring and Controls Seminar, who was making a second
short-term visit during the period of the evaluation. The evaluator was
impressed by the high quality and clarity of the presentation, which was
above average for similar presentations he has witnessed in the U.S. It
appeared to be set at appropriate level for an audience with a technical
background. The speaker himself was concerned that he may not have been
reaching about one third of his audience.
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There appears to be a considerable difficulty in targeting an audience in
industry in the Philippines and the use of high cost short term experts may
be unproductive. The RUE project uses films commercially produced by the
British Ministry of Energy on energy conservation which they feel are

far their purpose. (The evaluators have no cament on the
effectiveness of this approach.)

Publications

The evaluators gave a ausary review of the publication "Waste Heat
Recovery Systems® which was produced by ENMAP with the support of the TTEM
Project. This is the proceedings of their seminar in February 1988. This
publication seems to present a mumber of well presented papers on the
subject. The mmber of local experts in the field raises a concern at the
gnlmi;ésbrimhgapatriatednrt-temamertsmmdxaﬂeldtome

The TTEM Project cammenced publication of a newsletter, the TTEM Channel,
in January 1988. It was supposed to be issued on a bi-monthly basis but
only four issues have been published to date (November 1988). It is well
presented, and its ocontents are of ocamparable quality to similar
publications in the U.S. It does assist in pramoting TTEM. Its continuance
is recamended on a more reqular basis.

The TIEM Project has prepared three small brocwres to publicize its
activities. One is titled "Demonstration Ican Fund Program for Energy
Users" and two are both called "Demonstration Ioan Fund Program Lending
Guidelines®. The first brochure describes the range of TTEM Project
activities. Of the other two, ane is the quidelines for lenders and the
other the guidelines for borrowers. These brochures are well presented and
informative but their titles are somewhat confusing. It is recommended that
they now be updated and clarified based an experience to date.
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General Camments

Information dissemination appears to be one the most difficult problems in
achieving meaningful energy conservation goals. This difficulty is apparent
in three areas: determining the best means of presentation, determining the
level of information to be presented for specific target audiences, and the
vehicles for reaching them. All the Philippine energy conservation projects
are facing problems in this respect. To the extent that the TTEM project
can address this problem successfully, it will have set itself apart from
the other projects.

It has been disappointing to the evaluators that many of the pecple they
met at interviews set up by TTEM persannel did not appear to have received
any of the TTEM material and had very little knowledge of the project.

The TTEM Project currently has ane junior Information Officer. It
previously had two but, as mentioned in Section 3, the more senior officer
left for a higher paying position. Should she prove herself, the current
officer is likely to follow suit, as she is at the bottom of the salary
structure. It is strongly recomended that this function be given higher
status and upgraded and sameone with wide experience information
dissemination techniques appropriate for the Philippines be brought in.
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SECTION 11
THE ROIE OF THE TECHNICAL ASSISTANCE OONTRACTOR

The Technical Assistance Oontractor, Resource Management Associates, Inc.
(RMA) of Madison, Wisconsin, were awarded their contract in December 1986.
The Project Consultant arrived in Manila in February 1987. The evaluators
feel that after his presence for nearly two years and after the
participation of nine short-term experts, the results of RMA's
participation are nebulous. It is not the intention of the evaluators to
apportion blame but to try to analyze events with a view establishing
pointers to problems and the means to overcome them.

In order to understand the structural problems, the whole project
organization mist be placed into perspective. The aim of the project is to
institutionalize a capacity for undertaking energy conservation projects in
the private sector in the Philippines. The role of RMA is to "provide
technical and management support to the TTEM Project" (RMA Contract). In
the view of the PP, the Technical Assistance Contractor is to "provide
technical, financial, and administrative expertise through a long-term U.S.
consultant stationed in the Philippines amd supported by short term U.S.
and Filipino consultants.® In other words, RMA's role is that of an advisor
to the TTEM Project which is structured within the OEA and funded by USAID
but intended to pramote action in the private sector.

Role of the Project Consultant

Effectively, the Project Consultant is intended to work closely with the
Project Director selected by OFA with the advice of the Project Consultant.
The Project Consultant arrived in February 1987, whereas the P-ojcct
Director was appointed in December 1987.. In the interim, the Project
Consultant worked directly with OEA staff under the directiaon of the Head
of the Conservation Division. The first Project Director resigned at the
enrd of June 1988. His replacement was not appointed until the end of
October 1988, that is immediately preceding this evaluation. During the
period since February 1987 there have been three chiefs of the Conservaticn
Division. The first chief returned to PNOC where he has set up a parallel
World Bank funded project (SAL TAC IT). The second Head reportedly asked
for his own replacement and the current Head was moved up into her current
position recently. These conditions are not conducive to the successful
development of the Project Consultant role.

The Project Consultant was asked to account for his time and prepared the
breakdown presented in Appendix E. This also presents his concepts of his
duties and campares them to the duties laid out in the RMA Contract. In
this, he sees his role in an even more advisory capacity than that foreseen
in the Contract. This is unfortunate. His time breakdown indicates that
over 50% of his time is spent on administrative duties. This, again, was
not envisioned in the role.

Despite all these structural and administrative difficulties, there has
been a certain level of achievement in which the Project Consultant
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undoubtedly played a significant role. Many activities were cammenced prior
to tha appointment of senior project staff including the coordinating of
six short-term consultant visits, the preparation of the framework for the
DLF program, the organizing and presentation of workshops on Heat Recovery
Systems and Boiler Monitoring and Control Systems, and participation in
several other seminars and workshops and the selection of senior staff.

of turbulent management of the project. A great deal of credit for these
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with qualifications different to those requested. When he was interviewed,

the field of building insulation. His report does indicate that he visited
a mmber of firms and provided counsel an a wide range of energy
conservation related subjects. The evaluators do not consider such an
unstructured use of short-term experts as a productive use of such a
resource. One short-term consultant was present during the evaluation. He
cbviously had the highest capabilities in his field and showed great
dedication to his work. However, even by his own admittance, he was not
very successful in his task. There appear to be insurmountable problems in
the use of short term consultants. The first is to match the availability
ofapaztiwlaroonsultantwlthﬁ\emedsofm The second is the
administrative problems associated in mobilizing him to a pre-planned
schedule. The third is to plan a good program to use his time effectively
in his field of specialization. The fourth is that in order to be
effective, he needs to develop relationships over a longer period than he
is present so as to follow up and implement initial leads.

The RMA contract envisioned the use of Filipino consultants hired locally.
There appears to be a pool of talent in most energy oanservation
technologies, much of it trained in the U.S. This was demonstrated at the
ENMAP Waste Heat Recovery Systems seminar. This has not been tapped. Local
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consultants would both less expensive and more effective than U.S.
consultants. They could be called upon on a recocurring and continuous
basis without difficulty assuring follow up on TTEM activities.

Essentially, the use of U.S. based short-term consultants has been
unproductive and should be discontinued except under special ciramstances
of needing a skill not available in the Philippines and the development of
a plan to use his time constructively. A proposal to use a U.S. based
consultant should be carefully screened as the skills in virtually every
technology of concern to TIEM is probably available in the Philippines.
Energy management as foreseen in the TTEM Project is not a high technology.

The Project Consultant is due to ocmplete his contract in February 1989,
and RMA are proposing to replace him with a more practical engineer. The
evaluation team is not convinced that a more practical engineer is
appropriate for the project at this stage. Its prxoblems do not seem to be
so mch technical as administrative, plaming and dissemination of
information. In arder to be effective, the proposed practical engineer must
relieved of the administrative duties which cmrently take over 50% percent
of the Project Consultant's time. Otherwise a good engineer is likely to
became extremely frustrated within a short period of time. RMA have not
made any proposal how this could ba done.

Tools urgently need to be developed to redirect the project into more
effective directions. We suggest that RMA be allowed to hire a local
administrative assistant to the Project Consultant to undertake as much of
the administrative burden off the Project Consultant as possible. This
assistant should be selected, paid by and report directly to the Project
Consultant. This is a question of amalysis. If undertakings such as
inplexentin;pwerfactorcormctimmasystamticbasisamtoswceed,
overall technical plamning and administrative skills are recamended.
Firally, the most critical problem in getting the TTEM Project moving is
disseminating information an the project, what it can do and the principles
ofenexgycmsewatim.'misinfomtimmstmadxumxghi:ﬂusuyarﬂ
financial cammmnity in the Philippines from the chief executive to shop
floor. This is not a practical engineering problen.

The evaluators' recammendations for the qualifications of the successor to

the current Project consultant are contained in Section 14, Recamnendation
4.
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SECTION 12
THE ROLE OF USAID

USAID could assist the TTEM project achieve its goals by taking the
following actions:

o First, it should seek strengthenec leadership for the TTEM project.
USAID should ask the cooperation of OEA and the Steering Committee to
see that the TTEM Project receives motivated and experienced leadership
who understands the product, the skills needed to market it effectively
and the need to provide the timely follow-up to clients applying for
assistance, as well as assistance with the installation of an approved
sub-project and the monitoring of the loan administration and sub-
project results.

o Second, USAID should request to review a business plan for the TTEM
project for 1989 that will include any proposed organization changes, a
detailed program for marketing the TTEM/DLF project and procedures for
implementation and post implementation follow-up. The plan should
define the energy conservation projects to be given highest priority by
the TTEM staff and describe the industries where new business efforts
will be concentrated. Finally, the plan should establish milestones
that can be reviewed by TTEM management with OEA management, the
Steering Committee and the USAID representative at least every quarter
to show how actual progress matches the plan and to allow for making
any indicated revisions to the plan.

o Third, USAID should meet with the TTEM Steering Committee and to seek
renewed cooperation from the members, especially the private sector
organization members, to actively promote the TTEM project intended
when TTEM was established. The Steering Committee should be asked to
become more involved in the planning, organization and leadership of
the TTEM project to assure themselves that any needed changes are made
to facilitate the TTEM project success. The Steering Committee should
also agree to monitor the progress being made with TTEM project at
least every six months and report its findings to The Executive
Director of OEA and to the USAID representative.

o Fourth, USAID could coordinate with the U.S. Embassy Commercial
Section, TTEM staff and RMA to assure the availability of a list of
U.S. suppliers of qualifying energy saving equipment and their
Philippine agents. As pointed out elsewhere, this should be global and
refrain from either endorsing or excluding any supplier.

When companies qualify and proceed on TTEM/DLF sub-projects, the TTEM staff
will be required to handle more administrative follow-up as the qualified
companies proceed with their projects. This will include monitoring of the
installation progress, checking out final installations, scheduling
inspections of the installations by potential applicants and reviewing
reports on the loan payment status. The TTEM staff will have to be
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prepared for these additional administrative activities in the coming years
and USAID will want to make sure that OEA has assigned responsibility for

seeing the follow-up work is carried out under the terms of the original
grant.
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SECTION 13
CONCLUSIONS

To place the TTEM project in perspective, it should be understood that
energy conservation is driven by an ethic and not a technology. The
critical element in promoting energy conservation is not so much
technology as motivation.

The TTEM Project structure and organization is not conducive to its
success. The tiered salary structure is not conducive to harmonious
personnel relationships. The concept of an organization with a private
sector outlook structured and located within a government department is
somewhat contradictory. The prospects for the project are not promoting
morale amongst the key personnel.

The TTEM project does not appear to have had any significant impact on
implementing the technologies it was desired to promote in the
Philippines to date. The only possible exception is power factor
correction for which two DLF applications are currently being
processed. The TTEM project appears to be searching for energy
conservation measures to support, rather than focusing on the pursuit
of the technologies it has been mandated to pursue.

Sephisticated changes to manufacturing processes to implement energy
conservation measures require detailed engineering, specification,
proper installation, adequate operator training and good after sales
service. While RMA have provided some training to TTEM staff in project
management, it needs to be further emphasized.

The perspective of technology in the Philippines is different from that
of industrialized countries. This difference appears not to have been
sufficiently taken into account in the PP. Technologies were selected
based on U.S. practice without a study of their appropriateness to
local conditions. Difficulties in applying these technologies have
contributed to the lack of direction in the implementation of the
project. This highlights a need for a more flexible but, nevertheless,
structured approach to technology selection.

Industrialists in the Philippines share a skepticism with their
colleagues in industrialized countries of tampering with a
manufacturing process which works and produces a profit. They need
confidence in the proponent of any change before they will accept it,
as too often such changes have not met expectations. It is easier to
generate such confidence in an industrialized country where products
have established records and vendors have adequate service support.
Greater effort needs to be devoted by the TTEM project to develop such
a level of confidence.

There are several energy conservation projects under the direction of
OEA with some element of overlap, namely:
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TTEM Project

US/ASEAN Project

RUE (German aid) Project

SAL TAC II (World Bank) Project
UNDP/UNIDO Project

While each has a different focus and some different functions all have
certain common components, in particular energy audit and dissemination
of information through the support of seminars and workshops. An effort
should be made to coordinate the activities of these projects in order
to optimize the benefits to the GOP.

Though the original project loan and grant agreement was signed in May
1985 the implementation of the project has been significantly delayed.
Each of the following could be considered partial effective start
dates:

Arrival of RMA Resident Advisor - February 1987

Initial hiring of senior Filipino project staff -
December 1987

Replacement of first Project Director - Cctober 1988

Reasons for delay appear to include the change of Philippine government
in February 1986, the reorganization of the Ministry of Energy into the
GEA, delays in meeting the conditions precedent, administrative delays,
delays in selecting senior project staff and the need to replace the
first Project Director. The TTEM Project was not considered operational
until the end of 1987, approximately two and one half years after
signing.

The DLF appears to provide adequate funds and an attractive incentive
to companies interested in taking advantage of the TTEM project.
Interviewees suggested that TTEM has not met its objectives because of
shortcomings in the presentation and dissemination of TTEM information.
It was felt that the TTEM project and the DLF were properly designed to
encourage energy conservation in the Philippines. Nevertheless, the
companies that could benefit most from energy conservation have
undertaken their programs uninfluenced by the TTEM project. Energy
conservation for companies less affected by energy costs, is of a lower
priority today because energy costs are now so much lower. A widespread
feeling was expressed that many businesses in the Philippines could
still benefit from the TTEM project if they were made aware of its
existence, provisions and benefits.

The amount of grant funds, approximately PS5 million, is adequate to
fund at least 12 demonstration projects at the project maximum of P4.2
million, or more likely 20 to 30 projects since the loan requirements
of many sub-projects are likely to be less than the maximum allowable.

The maximum five-year term permitted by DLF at a below market interest
rate appears to have provided an adequate financial incentive to
encourage qualified companies interested in installing energy
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14.

conservation equipment, to apply for a DLF loan. Applications for DLF
loans thus far have come from some of the largest companies in the
Philippines, which tend to benefit the least from a DLF loan, both in
terms of spread and total interest cost savings.

Three obstacles seem to confront some companies who might otherwise
apply for DLF:

0 First, the cost for a bank to process a DLF loan for a first-time
customer would be too costly and time-consuming to appeal to an
otherwise qualified applicant. While there were no known cases of
this problem occurring to date, it may have deterred some
applicants. At the present time, there are five accredited banks
forr a OLF applicant to choose from, but it is important that the
accredited banks, 1include banks that have as customers
medium/large and medium size target companies to minimize the cost
and time of processing.

0 Second, many of the energy conservation projects being undertaken
by the 1larger Philippine companies involve investments
considerably greater than P4.2 million. In most cases, those
companies have elected to bypass the benefits of the DLF program.
In some other instances, such as PLDT and Benguet, they have
selected a portion of their energy conservation program that
qualifies under TTEM guidelines and have applied for a DLF sub-
project.

0 Third, apparently many local companies wish to buy energy
conservation equipment from Asian or European suppliers rather
than American/Philippine equipment to qualify for a OLF sub-
project.

The TTEM marketing to commercial banks has apparently not focused on
selecting those institutions that could supply the most assistance to
TTEM. The focus seems to have been to accredit any institution that
applied and qualified. Unfortunately, the result is that banks which
might have provided the most useful marketing support to the OLF
program were not targeted for special attention. In addition, the
follow-up by the TTEM staff with interested banks seems to have been
uneven or non-existent.

DLF appears to have lacked an effective marketing effort. The results
to date would likely have been better if there had been a more
carefully planned and coordinated marketing effort to work with
selected commercial banks to reach their customers with energy
conservation needs, and if the marketing effort had emphasized the
attractive return on investment aspects of the projects to the company
financial management. Representatives of two accredited banks were
interviewed and indicated a willingness to market the TTEM project if
their loan officers were properly informed on the specific project
requirements and given literature to provide their clients with clearly
stated details of the project conditions, application requirements and
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individuals to contact. In addition, using the other private sector
organizations connected with TTEM and supporting their efforts with
conscientious follow-up, would in all 1likelihood have attracted a
number of companies with qualified sub-projects in 1988.

No conclusions could be drawn on the loan administration functions and
how well they would serve the revolving loan fund needs since no loans
have been taken down to date.

Though some excellent short-term experts have been sent by RMA, they
have not been highly effective in promoting energy conservation. The
seminars and training sessions in which they have participated have
often been poorly attended. They have not been able to develop projects
in their fields of specialization during the short periods of their
visits. In two cases energy analysts were sent to design and to assist
in setting up energy data bases and computerized aralysis systems.
There was no apparent follow up taken by TTEM to establish and develop
these data bases as a useful planning tool. Unless the project is
restructured to simplify their mobilization, there appear to be
insurmountable obstacles to using U.S. short-term consultants which
makes it more attractive to draw on the pool of expertise available in
Manila.

The location of the TTEM project in a military encampment which has
relatively difficult access is an impediment to the effective marketing
of the project.

The GOP has met its obligations to the TTEM Project to date. The TTEM
Project is currently expanding its activities outside of Manila and has
undertaken a number of activities in Cebu. None of these activities
took place in the period between December and March. It is reported
that such activities may be curtailed in that period as the GOP is
unable to pay travel expense for its personnel. Such curtailment would
significantly impact the effectiveness of the project.
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SECTION 14
RECOMMENDAT IONS

The following recommendations are designed to make a continuance of the
TTEM project more effective.

1.

The TTEM Project Director should, with the assistance of the RMA
Project Consultant, draw up a revised plan for the development and
implementation of the TTEM, including:

0 Definition of target industries and commercial building operators,
i.e.:

Large industries

Small and medium sized industries
Multi-nationals

Nationwide or regional targeting

0 Redefinition of target technologies taking into account national
priorities such as the predicted shortage of electrical power,
identifiea conservation needs, limitations of the DLF fund and the
activities of the other OEA managed energy conservation projects.

0 A revised implementation plan including the measures to be taken
to achieve the stated goals; a realistic target in terms of the
number of loans to be made, industries and technologies to be
covered and total loan amount; a reporting system; and a regular
internal review mechanism to assess achievement.

0 Requirements of logistical and technical support to achieve the
stated goals including assigning a performance responsibility for
professional staff.

OEA should be encouraged to provide an effective coordinating mechanism
for the different energy conservation projects under its control.
Changes such as having a central data bank where recoras of activities
are maintained, a common reporting form on site visits ensuring the
compilation of essential information for policy making and strategy
development, the existence of a common library and holding of regular
meetings between project heads under OEA supervision could assist in
improving the effectiveness of these projects.

The current TTEM senior staff under Project Director seems competent to
direct the marketing of the DLF and to undertake technical evaluations
of proposed projects and to carry out the administrative work
necessary. It is recommended that the Project Director be given greater
responsibility and accountability for the day-to-day direction of the
project including the selection of the new Project Consultant; the
selection and scheduling of short-term consultants, both expatriate and
Tocal; the selection and organization of TTEM staff and the promotion
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of TTEM activities including the preparation of TTEM publications,
meetings, style of correspondence and other promotional activities.

Careful consideration should be given in the selection of a replacement
for the current RMA Project Consultant who is completing his current
contract. In the opinion of the evaluators, the Project Consultant
should be capable of providing planning support to OEA in preparing
policy directives to the TTEM project. This will include both the
identification of appropriate fields in which the project should
operate and preparation of an organizational framework. For example,
the potential value of value of power factor correction to the
electrical grid has been commented on. The Resident Consultant should
be capable of organizing and implementing a conclusive study on power
factor correction including an assessment of the feasibility of crash
program and a plan of implementation. Insofar as he personally does not
have the technical skills in all aspects of the subject, he should
identify suitable local and U.S. experts. The Project Consultant should
be capable of providing technical and organizational support to the
Project Director in all aspects of his work including the
implementation of programs such as are described above, defining
priorities, strategies for planning and marketing of TTEM activities
and the ability to define and obtain such engineering and technical
support as is needed. The Resident Consultant should therefore be
capable of understanding technologies associated with energy
conservation, but his skills need to be in market analysis, planning,
marketing and above all in human relations.

However, it is recommended that the Project Director should have prime
responsibility for defining the role and capabilities sought of the
Project Consultant. It is recommended that RMA be given the prime
responsibility (and accountability) for the selection of the
individual. The evaluators recommend against making a selection from a
resume, as resumes give little clue to a person’s general capabilities
or his personality. Should RMA’s selection not meet the selection
criteria, the Consultant’s services should be terminated. Resumes
should, however, be submitted to the Project Director, OEA and USAID to
ensure that an individual meets certain minimum standards.

The Project Consultant should be provided with a locally hived
administrative assistant to relieve him of some of the administrative
work load and increase his effectiveness.

The use of U.S. based short-term consultants should be reduced and
greater reliance placed on the use of 1local consultants. It is
recommended that the procedure for the selection and mobilization of
short-term consultants be simplified to the maximum extent possible. We
recommend that the setting up of the administrative procedures for host
country contracts for local consultants be given high priority by OEA,
TTEM staff and USAID. The responsibility for defining the need and
selecting the consultant should be placed with the Project Director in
consultation with ‘the Project Consultant. OEA and USAID oversight
should be restricted to ensuring that the need and capabilities are
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fully defined. Should RMA provide a consultant with qualifications
different from those requested, they should not be paid for the
consultant’s services.

The TTEM project should coordinate through the OEA with other
government agencies to seek out those technologies which best reflect
the immediate priorities of the Philippines and offer the greatest
potential for energy savings.

The DLF in concept and design seems properly planned to support the
TTEM project. At a later date, after some loans have been taken down,
it may become apparent that the loan administration needs adjustment
but no changes can be suggested at this time.

The banks accredited for the DLF project as well as those expressing an
interest in becoming accredited should be carefully reviewed by the
TTEM staff with a view towards what and how each bank can contribute to
the TTEM Program. ‘he TTEM staff should conduct in-depth meetings with
appropriate officials in each institution to determine what effort each
bank is willing to contribute in support of the DLF project. TTEM
should select banks that can offer the best conduit for reaching the
companies and their management with energy conservation needs, and good
credit suitable for a TTEM sub-project. No more than four to six banks
should be selected for an intensive training program (1-2 days) by the
TTEM staff with appropriate loan officers on the details of the TTEM
project, its benefits, the application requirements and TTEM staff
contact for follow-up.

The TTEM staff should supply the selected banks with an adequate supply
of sales literature, application forms and so forth for the loan
officers to leave with interested client companies. The TTEM staff
should appoint one person to coordinate with each bank (the same TTEM
staff member could handle more than one bank to answer questions,
supply follow-up needs and to assure that each potential customer is
well advised through the application process). It might also be
appropriate to assign each bank an allocation of the DLF so that it can
offer its customers loans without concern that another bank will
exhaust their quota.

There needs to be a reorientation of the TTEM presentation to more
effectively reach out to the potential user companies as well as to the
right person(s) in those companies. This would require a re-ordering
of the TTEM marketing effort to include a coordinated effort that
encompassed some or all of the following aspects:

0 Sharpen the focus of the technical effort to include only those
technologies that offered a business attractive returns on their
investments within the Philippine operating environment.

0 Concentrate on those industries where significant energy
conservation potential still exists in & way that can be
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significantly assisted by TTEM technical assistance as well as
financial assistance.

0 Concentrate in areas, such as the predicted electrical power
shortage, where the TTEM Project can be seen to be responding to
national priorities.

0 Enlist the cooperation of the accredited banks by training a
number of loan officers for initial marketing and client contact
to be followed up by the TTEM staff.

0 Revise the marketing/promotion brochures to more effectively
present the TTEM story to a potential user on what to expect, how
to apply and whom to contact. Make the brochures available in
quantity for use by the bankers and to business associations for
handing out an appropriate meetings and mailing to interested
parties.

o Prepare a brochure or descriptive material aimed specifically at
one or more industries where attractive approaches to energy
conservation suitatie for the industry and the TTEM program are
explained in detail. Such a brochure could then be sent to all
appropriate companies by way of a cooperating bank or a trade
association.

0 Allocate some funds for advertising to a targeted potential market
to create an interest and a response.

USAID should make available a 1list of U.S. suppliers of energy
conservation equipment and their Philippire agents from the U.S.
Embassy Commercial staff. If it is not available in a useful form it
should prepared by the TTEM Project staff with assistance of RMA. This
list should clearly indicate that it does not endorse any particular
product or service.

The project should be relocated at some more central and convenient

location in Metro-Manila where liaison with industry, banks, vendors
and consultants would be more effective.
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APPENDIX A
METHODOLOGY

The evaluation was carried out by a two-person team who visited Manila for
three weeks between November 2 and November 21, 1988. During this time they
undertook both their investigations and prepared a draft copy of their
report.

The team consisted of one engineer and a financial expert, one of which
concentrated in the technical aspects of the project and the other in the
financial viability of the Demonstration Loan Fund (DLF) program. They
combined their efforts with respect to the organizational aspects of the
project.

After an initial briefing by the Office of Energy Affairs (OEA) and
Technology Transfer for Energy Management (TTEM) Project staff the
evaluation team split, each member undertaking investigations in his own
area. Interviews were held with people from the OEA; TTEM Project staff,
the U.S. technical assistance contractor, Resource Management Associates,
Inc. (RMA), including a telephone intervicw and exchange of telexes with
their home office staff; commercial banks; industries which are potential
users of the project; energy conservation equipment suppliers; related
Government of the Philippines (GOP) institutions; the Philippine Chamber of
Commerce and Industries (PCCI); the Energy Management Association of the
Philippines (ENMAP); and other energy conservation projects under OEA
sponsored by international or foreign aid organizations as well as USAID. A
full listing of the organizations and persons contacted is contained in
Appendix C.

In addition the evaluators reviewed a large quantity of docusients related
to the project including the Project Paper (PP), the Loan and Grant
Agreement and amendment thereto, the RMA Contract and project files. A
listing of these documents is contained in Appendix B.

The two evaluators followed somewhat different paths in order to more
thoroughly cover the subject. The financial expert tended to seek
interviews with people at a decision making level in the organizations he
interviewed. The. engineer, on the other hand, concentrated more on the
operational level and his investigations included two plant visits, one
accompanying a team from another energy conservation project, and another
accompanying a TTEM plant visit. The financial expert normally had his
interviews arranged by TTEM staff, whereas the engineer often set up his
own arrangements. The evaluators feel that the spectrum of project related
activities was best covered in this way. A short time was spent during two
presentations, one a workshop organized by TTEM for TTEM and OEA staff,
another a seminar organized by another project for an industry group at
which TTEM participated.

During their period in the Philippines, the TTEM Project held its first
seminar outside of Manila followed by a number of plant visits. The
evaluators would have liked to have attended this but were unable to do so
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because of time constraints. This seminar was held during the period of
final preparation of this report.

The evaluators are satisfied that sufficient time was allowed to obtain a
balanced view of the current operation of the project. They are, however,
concerned that their investigations were not in sufficient depth to
accurately chart a course for the project’s future. A higher degree of
investigation and analysis is required than the time allowed to do this.
Therefore their suggestion for project development should be investigated
carefully before being implemented.
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APPENDIX C
INTERVIEWS AND CONTACTS

Office of Energy Affairs
W.R. de l1a Paz Executive Director, OEA
Charisse Tablante Chief, Conservation Division
TTEM Project Staff
Jose 0. Garcia Project Director
Rolando S. Custodio Senior Project Officer
Marcial P. Semira, Jr. Senior Project Officer
Rowena T. Villanueva Supervising Information
Officer I
- b ors
Allan R. Evans Resident Consultant
Steven R. Warner Visiting Consultant
Mark Hanson Home Offfice Manager (by
phone)

Commercial Banks
Rizal Commercial Banking Corporation (RCBC)
Eric H. Gomez First Vice President
Roger P. Dayrit Assistant Manager
Private Development Corporation of the Philippines (PDCP)
Edwin T. Uy Vice President

Planters Development Bank
M. Agnes J. Angeles Assistant Vice President
Edmundo B. Santos Manager/Account Officer
Philippine Commercial International Bank

Jose Ramon F. Revilla Senior Vice President



Potential Users
Republic Cement Corportion

Renato C. Sunico Vice President

Chemical Industries of the Philippines (SPIK)

Maria Luisa Y. Yu Vice President, Financial Services

Philippine Long Distance Telephone Company
Ricardo R. Zarate Executive Vice President
Dalisay C. Cadiz Vice President
Benguet Corporation
Alberto M. Leano Treasury Manager
Marcelino C. Reyes Assistant Vice President
Jacinto Iron & Steel Sheets Corporation (Accompaning TTEM plant Visit)
W. Ben J. de Jesus General Manager
Edward Rabutin Plant Superintendent
Fil-Hispano Ceramics, Inc. (Accompaning RUE Plant Visit)
Noberto L. Villaram President
Wilfredo A. Roble Project Manager
Armco-Marsteel Alloy Corporation

Max G. Paca, Jr. Vice President, Finance

Central Azucarera Don Pedro (Roxas and Company)

Jose G. Pimentel, Jr. Assistant Cashier



Government Institutions
Central Bank of the Philippines

Guillermo V. Soliven Managing Director,
International and Operations

Board of Investment
Marissa Concepcion Director, Construction
Materials Department
National Economic and Development Authority
Ponciano S. Intal, Jr. Director
Violeta C. Conte Chief, Public Utilities Division

Arturo L. Cebuma Public Utilities Division
Cecile Santos

National Power Corporation

Deogracias S. Peralta Vice-President, Planning Services

Equipment Suppliers
Electro Systems (Agents for Andover Controls)

Albert 0. Buenaventura Group Manager

Management Industrial & Design Engineers, Inc. (Agents for
Westinghouse boiler controls)

Alberto R. Almera Managing Director
Booby T. Duya
Greg R. -Alva Sales Engineer
Pacific Rim Combustion Control, Inc. (Agents for Westinghouse boiler
controls)
Raymond M. White
Philippine Chamber of Commerce and Industries
Tristan H. Calsanz Chairman, Energy Committee



Greg S. Gonzales

ENMAP

President

USAID
Robert E. Jordan Director, Office of Capital Developments
Oonchita Silva Program Specialist, Energy
Other Energy Qunservation Projects
RUE/GTZ Project
Albrecht Kaupp Project Consultant

SAL TAC II/World Bank Project

Benjamin Lim Project Director

UNDP/UNIDO Project

P. R. Srinivasan former Resident Consultant
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1. Aﬁx[![!! In lg ;ggqurrno-

Praject Title: Technology Transfer for Enargy lanagement

Project: Number: 492-0381
LOP Dutivs « Mmy 91, 1263 - June 90, 1290

[I. PURPOSE OF THE EVALUATION:

Tu review the current status (sccomplishnents and plans) of the prodeck,

goact fically:

a. What each relevant organization {s doing:
b. How {t affects achievement of project goals:

€. HOW 1T CoOuld bde improved ,(by reduction of impedinmnis ur
impliemantaction oY new procequres and avurvau l!.)a

[II1. BACKGROUND:

On May 31, 1585, the Philippines and U.S. Governments signed an agreement
providing for $3 mi1lion 1n 1oan and §2 million 1n grant funds to provide

technice] assfstance end & revolving {nvestment loan fund through the
fnilippine privace sector vo inqQuce first=time edopiiun In the Fhilippings of

tcsted.energ¥ conservation technologies for {ndustry and commercfsl
Ait1Ad nge ha N0 hae rammittad {tealf ta eunniving an aauivalent of

approximately 3$732,000 in counterpart funding.

The Office of Energy Affairs, Conservation Division, has primary
responsibiiity for the GOP project 1molementetion which 15 carrfed out through

8 ALD Wil uw b Wl Ll U LWL uul weslalbuiive wwilh sebw: ¢ 4691 ng oo asdidoc= ba

the project and through a four-person professional team employed by the
project with U.S. funds and supporisd by GO0P personne) -assdgned. to the projact.

While the GOP started work on documents required to satisfy Conditions
Precudent to the Project, inttia) project implementation sctivitics -oved
slowly., After grcstﬁential elections were announced {n November 1985, the
attention of GOP counterparts turned_mariedly to politics, and with the
Feorvery 7 election resuits, implenentetvion sctivity cdme essentially ¢o a
halt untfl new GOP Off{afale {n the anerqy cactar ware named.
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Al TTEM project contracting was halted from January unti) July 1986 {n order
not to misleed propusers/bidders. In August 30, 1986, voth governments agreed
te reduce the full amount of loan funds previously provided by USAID so that
no loan funds are provided under the Project Agresment, and to increase the
amount ot Grant funds by the fu)l ampunr of _loan funds. Complex negotiations.

lave ‘ of a techn r r 1986 and
SRV 51 AL RLLRGRT LR T SR SN Ty haBeGRIRST oA2RE 87
the project director could not be concluded unti) after the teohnigal
assistance Rasident Advisor arrived in February. The fina} selaction and
contracting of TTEM senfor project staff was on Octodber 30, 1987. Two months
Tater, 811 CPs to initial disbursement were met on Oscember )1, 1987.

The TTEM Project Paper wri tten in Apr{) 1985 had envi sioned that all CPs ¢to
{nitial disbursement would be mat by November 1985.

Tu date, all staff posftions are now FPilled, and stalff gr= porfoming theie
prajeact Ffunatiane Tha pradart ataflf and hraet Fennbry arafacsi{innila Rave

received training 1n-techno)o?1es and analytical methods. _Foundation

sctivitias for the Deménstration Loan Fund have bheen complated and exsantial
equipment nas been purchased ror 1nitiation or project activi ties,

On June 1988, the QLA has requested USAID to meke the initial disbursement of
fundy ror the TTEM OLF for the pariod July - September |y®y. Inese Tunas

1d the astimated 0 f bprojects currently approved or
:%%dinguxgzrov:1’§ur$:g th?&ﬁiggggi? ?R4c 313Burlomc:t requett (s a

significant mi)estone for the project.

Iy. STATEMENT OF WORK:

The eonsultants shall reviaew the wnrk rarriad nut to date or contemplated,
considering specifically the following questions:

1. tc the project properly planned. orgenized, armd dicestad te meat {ea
basic ebjective of {mproving energy efficiency in the Philippinc cconomiec
sectors that are heavily dependent on fosedl fuals and electricity? ‘Oc
project plang/actions require modtficatiomim viewuf vur reat -economic——-

conditions or project experience so rar? '
2. Has the Governmant of the Philippines (GOP) estadiished a sufficient

tepacltly Lo luplemunt the project, spectifically technical staff, management

girection, aaministrative support, &nd racilivies? Dogs the GOP pruvide
adanitata AraArd{nssi{nn uieh nthar walavant arganizace{nnc and metivi ties,

in2luding other donor projects, in order to optimizé. tha nhenefits of the
project?
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3. Do 1NOuUSTtrIAl/COMMArcial energy uswrs waue and accd shie prejeat?
Haw {c thie raflected through(;h;!r participation of TTEM activities? ls the
) m

TiILm CGemangprratian Luan Fun erbheting nlan Sppropriacely Atrectnd to

enhance this parti¢ipation?

a o g 1s ¢ o

d'. Are tna technologies chosan far tmphdl‘lm{n ehe OLF appropriata to
the projoct-objectives?  apaeifically, are thsy tecnnmcatly and financrally
viable? Are thcy auvepleble to energy users oad .ngab1o of widesnread
replfcation in the Philippines? Can they have a su stantial impact on energy

consumption in the Phili{ppines?

5. Are private commeruial Yending 1nstitutions receptive to
participation in ¢he OLF? Are thers sufficient accredited institutions
(approved or panding) to implement the OLF?

6. Have nthar priVATe SECTLOr ENUErprises, especislly equipment vendacs,
servica organizotions, and engineers, ghown {ntaraat {n the project? HOw have

they participated, how can their participation be incrensed, and how do they
view project activities to assist market davelopment for energy conservation
equipment?

7. Are thare polfcies or regulations ot USAID or the Q0P which
articularly facilitate or impede the acceptance of the OLF ? How can the
stter be modified to strengthen the project?

g8, s technical and economic {nformation about viable energy
conservation measures being well prupared and presentcd €0 appropriate
Philippine avaiences? khat plans ex1st fer futurc fnfuimation dlecemination?

9. 1Is the U.S. technical assistance contractor providing technical
services adequately and in good coordination with the nfFfice of Energy Affelrs

(OZA) T What additicnal serviees aould/chould be pravidad?
10. How can USAID ftself 8s51$T TNe Project ruriner v avhicve {4e gealed

The consultants will De assisted by the TTEM Fraff in carryi{ng out the
aforemention&g Tasks.

Y. ME (HOUS ANU PRUCEUVKED!

1

ic ac

On corrying wul the eveluatfon, the following gpett
{nzluded:

A. Review documents

1, Projees Papam 3nd Pucjonr Agvraament

2. Technicel Assiztance Contractor (Resnurce Manacement Associates)
menehly vaporfe.

] )



09/14/88 11:06 T202 466 9070 CHECCHI & CO. @o0s

ATTACHAENT A
P10/T No. 402-0381-
Page 7 of 10 pages

3. RMA Annual Report
4, RMA shorteterm consultant trip report
5. Project Ptan(s)
6. USAID funding lave! (budget)
7. llost Country (Office uf Eneryy Affalrs) counterpert fund! nw
8. Project Implementation Letters, major correspondence
B. Interviaw Key Personne!
1. OEA - Executive Director

« Cnfaf of Conservation Division
= Internstional Programs Coordinator

2. TTEM Project Director and Sanior Officers
3. NMA Residans Consul tant
4. Steering Committee (selected members)

- Bankers' Assoctation of the Philippines

= Centrsl Bank
- Board of Investments
Enargy Management of the Philippines

S. Private sector participants (selected)
- Industrisgl/Comnercial energy users
Bankers
= Yendors/Consultent.

6. RMA home office staff (Madison, Wisconsin)

V1. COMPOSITION OF EVALUATION TEAM

The qualifications nf tha evaluatian team (firm B¢ {ndividualy)

1. Capabilfty to perform work compatently and on the schedule required.

2. Experience in {nternational development projects, specifically
including energy and finance.

1. Objectivity - No previocue connection with (or veeted interest ()
broject.

W
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4. Skills/Expertise Required: The consulitants should preferably have
advanced degracs {n engineering and finance. The consultants should
have broad work experignce in the energy conservation field and a
background "{f"{m 1omlnf1nd eNerov Eansenvatien programe {n she
{nduairia) ang cOMmercial xQctorsg.

YI1. REPORTING REQU IREMENTS

T LONCFEEESF WiTl previde USAID and OEA 4 draft of {¢ts report three weeis
from commencemant of-the work, Upon completion of the f1e1§ work and before

l1eaving the Ph{1{ppines, the Contractar will previde USAID and CEA-<fATr «
i ghn Cantrasean will decaue ehe

Jodnt Lriefing on 1¢3 preliminary T ae.
4 i 9399159 UdA IV ang OZA comments on the draft

Pinal ramoit wr it n wne weck wf (K J

1
réport. The final report should include an Execut{ve Summary.

R~



APPENDIX E
RESPONSIBILITIES OF THE RESIDENT CONSULTANT

The following pages were prepared by the Resident Consultant at the request
of the evaluators. The description of the TTEM Resident Consultant (written
as part of TTEM planning exercise, 7-18-88) and shown on the second page of
the apperndix have not been endorsed by OEA or USAID. The Resident
Consultant’s responsibilities, as included in the RMA Contract, are
correctly defined on the third page of the appendix.



TTEM RESIDENT CONSULTANT DUTIES/TIME A, Evans
11-14-88

Notes: These are approximate percentages based on how my time
has been spent over past 20 months in Manila., Each number
itself is probably good to within only 25 % or so.

Coordination with RMA 10 Some personal time
also spent on this

Coordination with USAID 8 Includes inter-office

transit; also some
personal time spent

Reporting (deliverables) 4

Project work plans/budgets 8 Less budgeting work
in future

Short-term consultants

Pre-planning, approvals 10
Collaboration, follow-up 10
Local expenditures/accounting 10 Should be OEA, not
RMA (in my opinion)
TTEM staff recruiting 8 Should be small or
zero in future
Staff training (plans) 2 More as US trips
begin
ﬁyuMLCJ&deuﬂﬁ
Tecé&training/advice to staff 10
Seminar/workshop plan/admin 6
Presentations (incl prep) 4
Tech assistance to clients 8 Should be more in
future, including
monitoring/analysis
TTEM/OEA admin meetings 2
Misc. 20
TOTAL 120 %



TTEM RESIDENT CONSULTANT DUTIES A. Evans

(Written as part of TTEM planning exercise, 7-18-88)

l. Write and submit monthly report to USAID and OEA; draft

RMA annual report on TTEM. (These reports are RMA contract
deliverables.)

2. Communicate at least weekly (often daily) with RMA Home
Office on project-related topics.

3. 1In consultation{with RMA, OEA, and USAID, assist in
development of work plan and budget.

4. Advise and assist TTEM staff and OEA on technical and
managerial tasks.

5. Assist in development of DLF project evaluation criteria
and project selection procedures.

6. Serve as member of TTEM Subproject Selection Committee.

7. Help plan and arrange RMA short-term consultant trips;
rrovide briefing and assistance to consultant in his work.

8. Help plan and arrange TTEM staff training (local and US).
9. Assist OEA as requested in TTEM staff recruiting.
10. Assist with seminars, workshops, and other meetings.

11. Negotiate and administer local RMA subcontracts, with RMA
approval and in coordination with OQOEA.

12. Purchase local equipment and supplies, with approvals of
RMA, OEA, and USAID (as required); coordinate with RMA on US
purchases. :

13. Assist RMA and OEA in coordinating with USAID on project
status, regulations, approvals, etc.

14. Advise and assist in development, management, and moni-
toring of Demonstration Loan Fund projects being implemented.



TTEM Resident Consultant Duties (as stated in RMA contract)

1« In consultation with USAID and BEU, preparing a detailed
work plan and budget for approval by the project steering
committee.

2. Identifying the project staff jointly with BEU.

3. Assisting the TTEM project director, once hired, as
needed.

4. Development and finalization of project evaluation crite-
ria and project selectionprocedures.

5. Identification of specific demonstration targets.

6. Training of TTEM staff in project evaluation and finan-
cing.

7. Identification of technical assistance and information
needs and organization of courses, seminars and workshops
tomeet these needs.

8. Implementation of selected demonstration projectgs inclu-
ding the supervision of engineering, financing, procurement
and monitoring activities.

9. Preparation of annual reports and budgets as required.

W



APPENDIX F
COMMENTS OF OEA ON THE DRAFT REPORT
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O ffice of the Presidens //'__ f//é7

o R rarsam
of the Philippnes RECEIVED & L
stlalacanang " e pT BLA
R N'JV (ft‘ M) Qic Ah UB ™
Office of Encryy Aflalrs Voarl.. oL [AR
LOG | _
25 November 1988
o ! 4
Mr. Robert Jordan 0.0
Chier
Office of Capital Development =
Ramon Magsaysay Center A
Roxas Boulevard, Manila P
L ]
Subject : Technology Transfer for Energy Management ,%gggazgéf

(TTEM) Project
AID Project No. U492 - 0381
Draft Evaluation Report of Checchi Consulting, Inec.

Dear Mr. Jordan

Hereunder are our comments regarding the draft evaluation
report of the evaluation team from Checchi Consulting, Inc. :

1. Page 1 -- missing text at bottom of page

2. Page 3, Appendix B, which UNDP report and ASEAN/US project
files were not provided but were regquested?

3. Page 9, 1st pgph ~- The "some distance' to ERDC 1is
approximately 15 KM (?) from OEA, and OEA personnel go there
frequently.

4. Page 11, last pgph -- Position is '"Chief'" of the
Conservation Division. See also Appendix C. Ms. Tablante's name
is "Charisse". Also, it is the "Executive Director", not a

"Director General" which heads the Steering Committee.

5. Page 12, 2nd pgph -- Office of Energy Administration should
be Office of Energy Affairs. Also, -n the last pgph, note that
the position is "Project Director".



6. Page 14, 3rd pgph -- Word "anomalous" is unclear. In 5th
line of same pgph. intended wording is apparently "they do not
appear to be offered AL

7. Page 20, last sentence of top pgph -- Unclear.

8. Page 33. last line -- For clarity, indicate that SPIK is the
Same as the Chemical Industries Association mentioned in Appendix

C. page 2.

9. Page 42, Conclusion 5 -- Unclear.

10. Appendix B -- was not RMA first Annual Report (1987) also
used ?

11. Appendix D, page 2 -- Should include note that this 1is an

"unofficial draft" for internal TTEM staff use, not intended to
unilaterally revise RMA contract.

Should you need further clarification on these commentg, Please
advise.

V,u§ uly yours, \
WENCESLAO R. DELA PAZ
Executive Director



APPENDIX G
COMMENTS OF RMA ON THE DRAFT REPORT



Comments from RESOURCE MANAGEMENT ASSOCIATES (RMA)
ON DRAFT TTEM PROJECT EVALUATION REPORT

11-25-88

RMA has quickly reviewed the draft Project Evaluation Report
under the time constraints in place.

In general, we find the document quite useful, and we believe
that the recommendations will be helpful in planning the
future of the TTEM project. There are, however, some areas
of the draft Project Evaluation Report that need to be clari-
fied. The comments that follow are intended to help in this
clarification.

We appreciate the opportunity to comment on this draft. We
will, of course, also have a formal response to the final
document.

(Note by A. Evans: These RMA comments were done collabora-
tively by the RMA tome Office in Madison (Mark Hanson and
Charlie Fafard) and myself in Manila. I also provided my own
comments to OEA for their consideration, so there may be a
few duplications.)

Specific comments:
l. Page 1, bottom of page--Missing text?

2. Page 2, last pgph--Activity prior to the arrival of the
Resident Consultant was sianificant, as OEA can detail.

3. Page 4, last sentence--Please clarify. This appears to
Ee contradictory to text on pages 5 and 6. indicating.that
TTEM direction is consistent with the new energy and economic
situation. '

4. Page 5, 2nd pgph--The initial focus of TTEM activities
within the Metro Manila area was a deliberate plan for the
early stage of the project, to get it off the ground, devel-
oping procedures and staff experience. It has always been
understood that the project activity would spread out to
cover the whole country. The recent move to extend the pro-
ject activity outside Metro Manila is the next step in the
marketing plan.

5. Table 3-1--Although TTEM can and does conduct energy
audits, or collaborate with others in them, the audit per se
is not a goal of the TTEM project. Also, the table should
include an additional heading of conservation project con-
struction and implementation.
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6. Page 8--While calling the RUE project comparatively
active and successful, the report provides no evidence. Are
the evaluators "comparing apples and oranges"? How many
"appropriate technology" projects have actually been imple-
mented? If success it measured by the number of audits and
plant visits, how many audits equal one conservation project
implemented?

7. Page 10--The most important (and unique) objectives of
TTEM are to get actual conservaticn projects in place and
then to use them as demonstrations for other projects. The
financing itself is only one aspect of this TTEM emphasis.

8. Page 12, 1st pgph--Certainly there must be a balance
among freedom, coordination, and accountability. In practice
the TTEM Project Director does have considerable autonomy
within the scope and plans of the project. OEA "control® is'
exercised in areas beyond those day-to-day matters, specifi-
cally those which commit OEA, or for various administrative
approvals for use of OEA resources. Also, although not wish-
ing to restrict the projec” unduly, it 1s appropriate for OEA
to have close and frequent interaction to maintain the coop-
eration among OEA projects.

9. Page 13, top pgph--The amount is $1.0683 million, which
includes not only staff, consultants, and equipment purchased
but also the first disbursement for the DLF.

. 10. Page 13, .2nd pgph--It would be useful to summarize what
" pbrogress was expected by the TTEM management and Steering

Committee, based on these interviews.
l1. Page 13, 3rd pgph--Unclear sentence.

Also, while wholeheartedly agreeing on the usefulness of
planning, RMA feels that the text overstates its lack in the
TTEM project. As revealed in the flrst annual report of
RMA, there were specific milestones and most of tnese were
met. Critical milestones included hiring of staff, estab-
lishing TTEM loan procedures, and meeting conditjons prece-
dent. Note also that RMA had proposed a trip by Ms. Mary
Worzala of the RMA Home Office early in 1988 to assist with
planning, but OEA and USAID postponed it, and it has no! yet
occurred.

12. Page 14, 3rd pgph--Word "anomalous" is unclear.

In 5th line of same pgph, intended wording is apparently
"they do not appear to be offered...." 1In fact, during the
recruiting of these senior staff, OEA recognized and made
clear to the candidates that these positions did not offer a -
career path beyond the project life. There I's of course the
possiblity that if the project can be successful it might
attract additional funding, and hence perpetuate itself, but
OEA was careful not to make promises. Candidates selected
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recognized the project as an opportunity to participate in an
important activity, gaining experience which they can use
after the project ends, to the benefit of themselves and the
country.

RMA agrees that both the :project itself and the staff need
more time. In August 1987, OEA requested in writing that the
Project Assistance Completion Date be extended, thereby-
allowing the full five years of project duration originally
anticipated in the Prcject Paper. OEA's request was to move
the PACD from June 30, 1990 (five years from the original
signing of the Project Agreement) to December 31, 1991 (five
years from the signing of the technical assistance contract).
USAID has not acted on this request, stating that they would
wait for the results of this evaluation. Based rather on
the acturl full staffing and initiation of the DLF, a five-
year period would extend the PACD to the end of 1993, as the
draft report recommends.

13. Page 15, 3rd pgph--It is not precisely correct to say
that the Resident Consultant is to "report" to either the
TTEM Project Director or the Head (sic) of the Conservation
Division. According to the RMA contract, he "will work
closely with the project director and will report directly to
USAID Manila." Nevertheless in practice this dictinction is
somewhat subtle. As stated both here and on page 37 (3rd
pgph) the various organizational changes did have an impact
on progress, and the Resident Consultant could perhaps have
been more effective in helping OEA through those changes.
Note that there were also organizational and personnel
changes within USAID during this same time period.

14. Page 16, last pgph:---Note that OEA has not yet set up
host-country contracts with local consultants, although OEA
discussed the possibility for these with USAID earlier in
1988. See also discus. on below re page 31.

15. Page 17, 2nd pgph-~TTEM has conducted the two trips to
Cebu, in July and in November 1988.

16. Page 19, 3rd pgph--The statement that enerqy conserva-
tion is an "ethic" is not entirely clear. TTEM is advocating
conservation to improve profits and competitiveness.

17. Page 19, 3rd pgph--Note that many Philippine firms (by
some accounts 70%) have significant foreign ownership. To
the extent that this is true and that the multinationals are
interested in conservation, the statement that "the majority
of firms" have little interest in conservation may be
unfounded. Also, a relatively small percentage of firms dom-
inate energy use and costs.

18. Page 20, last sentence in top pgph--Unclear.

19. Page 20, 2nd pgph--As the Evaluation Team has seen, the
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TTEM project has endured many growing pains during its brief
existence. Many of the staff are going through on-the-job
training as the project develops. RMA recognizes that the
tirst projects selected by TTEM may not all be the most ideal
projects, but it is important for the work to get under way.
Once projects are being built, word of TTEM will spread and
hopefully more applications will be submitted for TTEM fund-
ing. TTEM can then be more selective in choosing the best of
these.

20. Page 2l1--Discussicn of selected technologies from the PP
does not include later thinking. It is clear to RMA and TTEM
that the project is open to, and in fact is accepting, other
technologies.

21. Page 22, 2nd pgph--The RUE project gave technical ass-
istance in the installation of the diesel-engine exhaust
system mentioned. TTEM also gave technical assistance on

one specific question reiated to this installation. We agree
that this particular application of heat recovery is limited;
however, in general, applications of flue-gas heat recovery
(from boilers, kilns, furnaces, etc, as well as engines) are
widespread and highly significant in energy-conserving poten-
tial. Indeed, according to ENMAP, this technology is cited
by industrial energy managers as one of the highest priori-
ties.

22. Page 22, 3rd pgph-~-The implication that the the consul-
tant referenced had capabilities only in "building insula-
tion" 1is incorrect. (See also page 38) Although there are
not yet any DLF projects in any type of insulation applica-
tions, there has been considerable interest not only in
buildings but also steam lines, industrial freezers, and
refractories. '

23. Page 23, 2nd pgph--The topic is "steam distribution sys-
tems and maintenance procedures," not merely maintenance. It
includes proper application of steam traps (as well as their
maintenance), condensate recovery, and other techniques of
gooll steam system design and operation. None of these is
novel but all are commonly neglected.

24. Page 24, 4th pgph--TTEM and RMA have limited latitude in
which to change the project.

25. Page 27, 3rd pgph, last sentence--It is true that the
small companies have not yet been the ones applying for DLF
loans. This may to some extent be a matter of our targeting.
Given the nature of a demonstration project and the desire to
get a few off the ground, we initially focused on larger com-
panies, while still recognizing that the more likely ultimate
participant would be the medium to small companies. It should
also be noted that in some of these smaller companies, we
have had initial inquiries and even applications, but we did
not proceed because they were clearly not creditworthy. How-
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ever, future effort will move more in the direction of small
and medium firms.

26. Page 28, 2nd paph--DLF loans have been available since
Feb 4, 1988, the date of Steering Committee approval of the
interest rate and selection criteria. PFI accreditation
began after that. Reference to August 30 is unclear.

27. Page 31--There is a qreat need to involve manufacturers,
vendors, and the A&E community. RMA has encouraged this
(e.g., see RMA letter to Atty. dela Paz of Ma' 20, 1988) in
the case of A&E firms. Establishing contact with the A&E
firms and vendors has also been included by RMA as objectives
of short-term consultant trips. Other TTEM priorities have
prevented this from developing as much as either TTEM or RMA
would like, and to date we have not be able to adequately
involve manufacturers, vendors, and the A&E firms. USAID
funds are available for OEA/TTEM host-country contracts for
this. See also comments re page 38.

28. Page 34, top pgph--In adaition to providing an RMA
short-term consultant, the Resident Consultant and Project
Director will speak or serve as panelists, as they did last
year. Note also that OEA through TTEM will indeed co-sponsor
the event, in the amount of 43,000 pesos via an RMA subcon-
tract. (This amount is probably about 1/3 of the total cost
of the entire event.) Finally, TTEM will also rent an exhibit
boot', at a cost of 6000 pesos, as we also did last year.

29. Page 35, 3rd pgph--Certainliy the use of "high-cost
short-term experts" should be avoided where such skills can
be provided locally and where the seminar is the only purpose
of the trip, unless the event is essential and extremely well
planned. In those referenced, the seminar itself was only a
small portion of the full work scope of the consultant.

30. Page 37, top pgph--Number of consultant trips: There
have been 9 such trips, of which Steve Warner has come twice,
and his 1987 trip was coincident with that of Bill Liegois.

31. Page 37, 3rd pgph--Re word "report" see comment for
page 15.

32. Page 37, 4th pgph--The balance between the "do" role and
the "advise" role is not always easy to maintain. The
attempt has been to work with a local counterpart, not simply
to do alone. The material presented in Appendix D, page 2,
was drafted for the information of TTEM staff during an exer-
cise to improve the TTEM organization internally and in rela-
tion to OEA. Any error on the side of "advice" rather than
"action" represents an attempt to emphasize this approach.

It was certainly not intended to unilaterally reinterpret the
RMA contract. As stated in Appendix D, page 1, the time
breakdowns are approximations based on actual experience over
the past 21 months; they are not precise, and they are
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expected to change somewhat in the future.

33. Page 38, 2nd paph--Again re numbers of consultant vis-
its, there were actually 6 trips organzed before the senior
staff arrived, one of which (Warner and Liegois at the same
time) occurred just after the senior staff began.

34. Page 38, 3rd pgph--Again correct the number of trips.
RMA admitted initially that the first two trips were laragely
exploratory and introductory. However, that of Fafard has
been important to his TTEM participation as chief technical
person in the RMA Home Office. Those of Lopez and Lindsay
have not yet borne further fruit directly, but we would cer-
tainly encourage more work by OEA, with or without RMA colla-
boration. oOther trips accomplished their stated objectives,
as negotlated in advance with OEA, although we generally
agree with the "problems" (perhaps not always "insurmount-
able") that you list.

As commented re page 22, the consultant on insulation, a pro-
tessional engineer in private consulting practice for 25
years, who also often teaches short courses in university
engineering extension, was not limited in his expertise to
roof insulation, and to the extent that he did discuss that
topic, his breadth of knowledge and level of analysis
obviously exceeds the kind of "rule-of-thumb" advice one
might obtain from a store clerk. Note also from his trip
report, as referenced in Appendix A, that his work topics
included insulation applications other than those for build-
ings, specifically those for steam pipes and for industrial
freezers.

35. Page 38, last pgph--Local consultants are included in
the Project Agreement and overall project budget. It is
true that the RMA contract "envisioned" the use of local con-
sultants, as some contract wording indicates, but in fact the
contract does not include them in its work scope or budget.
The use of local consultants has been discussed several times
with OEA and USAID, and RMA encourages it. Specifically, RMA
offered (letter of May 20, 1988) to undertake the contracting
of local consultants on a limited basis until OEA could
institute contractual arrangements. Such arrangements would
most likely be by one or more host-country task-order con-
tracts, competitively selected, for indefinite quantities of
work In specific areas of expertise. The Resident Consultant
has had personal experience defining and managing such con-
tracts, and is generally familiar with applicable USAID requ-
lations related to them, so could provide help to OEA.

36. Page 39, 2nd pgph--The use of US short-term consultants
should certainly be reconsidered in the light of experience.
It Is not correct, or even consistent within “this draft
report, to dismiss them all as "unproductive." RMA agrees
that use of US consultants should be carefully planned and
evaluated in close collaboration with OEA. 1In general, as
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stated earlier, RMA strongly endorses the concept of having
one or more Filipinos as a "counterpart" for each US consul-
tant. RMA aslso suggests that an appropriate focus for US
consultant trips be specifically on the local consultants,
never duplicating but expanding on their experience, so that
they are direct beneficiaries as well as TTEM staff.

37. Page 39--Information dissemination is important. There
must be sound, technical follow-through. That is a practi-
cal, engineering problem.

38. Page 39--Draft report needs to clarify the qualifica-
tions proposed for the next Resident Consultant.

39. Page 42, Conclusion 5--Unclear.

40. Page 44, Conclusion 12 (but typed as 13)--Planters is
now accredited as the fifth PFI. See also pace 26.

4. Page 44, Conclusion 13--Typo in first line.

42. Page 45, Conclusion 16-~No one anticipated that a pro-
ject would be completely set up in a three-week visit. The
question is whether the consultant was able to help TTEM in
their ongoing work with clients. 1In fact, the consultants
have contributed to projects being initiated and/or advanced.

43. Page 47, Recommendation 3--RMA agrees that Mr. Garcia
and the senior staff are capable in these areas. However
they can be more so with the support of experienced outside
technical consultants, both local and RMA.

44. Page 48, Recommendation 4--RMA does not see an either/or
situation in regards to technical engineering ability versus
Planning and marketing skills. We feel that a resident
advisor can help with all of these. The ultimate success of
the project will rest on the successful construction and
implementation of sound projects. Engineering experience in
promoting and setting up these types of projects is essen-
tial.

45. Page 49, Conclusion 11--Good. TTEM Staff and the Resi-
dent Consultant have asked verbally for such information from
the US Embassy Foreign Commercial Service, but it has not yet
been provided.

46. Appendix B--The RMA First Annual Report (1987) was also
provided. Was it not used?

47. Appendix D, page 2--Should include note that -this is an
"unofficial draft" for internal TTEM staff use, not intended
to unilaterally revise RMA contract. (See also comments on
pPp 37-38.) Neither of pages 1 or 2 were "zpproved” in any
way by RMA, USAID, or OEA. Please include this notation on
the title page of Appendix D.
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APPENDIX H
RESPONSE TO COMMENTS ON THE DRAFT REPORT

A. OEA Comments

1.

o o A W

~4
.

9.

10.
11.

Text added

While the evaluators could not identify the precise titles of the
documents sought, the Chief cf the Conservation Division had no
difficulty in refusing access.

Text corrected.

Text corrected.

Text corrected.

The reader is referenced to Section [l for a definition of the use of
the term "anomalous”. The typographical error has been corrected.

Text re-written.

The association’s name has been cross-referenced.
Conclusion 5 has been expanded.

RMA first annual report has been added to the bibliography.

Appendix D, page 2 has been nutated as requested.

B. RMA Comments

1.
2.

Text added.

While administrative work necessary to implement the project was
undertaken prior to the arrival of the Resident Consultant we are not
aware of any actual project implementation work.

The fortuitous chance that two out of three of the first DLF sub-
projects are for power factor correction is not regarded as a response
to the new energy situation in the Philippines. At no time during our
evaluation was the electrical power shortage mentioned by a member of
the OEA, TTEM or RMA staff as a new situation to which the TTEM Project
should respond. In fact, when one of the evaluators criticized power
factor correction as not being a true energy conservation measure, the
Resident Consultant agreed without pointing out its potential in the
current situation.

Comment noted.
Comment noted, but we do not see the need to amend the table.
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10.
11.

12.

13.
14.

15.

16.

In addition to the energy audit work by the RUE Project, an energy
conservation project at Fil-Hispano Ceramics, implemented by the
project was visited by an evaluator. The evaluators do not know of any
energy counservation project implemented by the TTEM Project at this
time.

We agree completely with the comaent, but we do not see any conflict
with our text which only refers to the concept of others which we
gathered from comments made during interviews. Unfortunately, no
conservation projects are in place at this time and the potential for
demonstration has yet toc be demonstrated.

Our thoughts on the separation of rasponsibilities has been expanded
upon in the text.

The figure has been corrected.
Please refer to the revised text.

Please refer to the revised text. We fail to understand the relevance
of the proposed trip by Ms. Mary Worzala.

The reader is referred to section 11 for an interpretation of the use
of "anomalous". We note the iremainder of the comment. We have deleted
the twn final sentences of the third paragraph on page 14 of the draft
report, as they are a recommendation. We have decided not to make a
recommendation for USAID to commit itscif to continue the project.
After careful review, the evaluators do not believe that the preject
has been sufficiently developed at this time to justify such a
recommendation. As pointed out i the RMA comment, USAID may continue
the project if it prc.es itself successful. There is, therefore, an
implicit incentive for TTEM senior staff to make a success of it
provided they are given the direction and support of OEA.

Please refer to the revision of the {-xt.

We recommend that priority be given to the setting up of the
administrative mechanisms for hiring local consultants. This has been
noted in Recommendation 5.

The point made concerned potential TTEM activities outside of Manila in
the period between December and March. We do not believe that any such
activities have been undertaken by the TTEM Project in this period. We
express concern that the TTEM Project’s activities outside of Manila
not be curtailed for four months of the year. If they are so curtailed
there may be good reason to re-consider continuing the project. Please
see Conclusion 18.

The wording has bheen amended to improve clarity. While advocating
improved profits is an appropriate marketing tool, it is not the
driving force behind the TTEM Project.
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17.

18.
19.

20.
21.

22.

23.
24.

25.
26.
27.
28.
29.

The term "multi-nationals” refers to major corporations such as Armco-
Marsteel which operate internationally and have significant home
country technical resources. It does not refer to independent companies
in the Philippines which have significant foreign ownership.

Please see revised text.

The evaluators have identified marketing as a project need. This could
improve the range of DLF loan applications and allow more selectivity.
Our review of the applicability of the technologies of the DLF sub-
projects being currently processad has been added as a final part of
Section 7.

See response to comment 24.

Our review of this technology has been substantially altered as a
result of this comment. When an evaluator visited Fil-Hispanc Ceramics
in company of the RUE Project he asked if they had received any
technical assistance from the TTEM Project. The answer was negative.
Fii-Hispano indicated that it had considered but decided not to apply
for a DLF loan. (It was indicated to the evaluators that the company’s
credit rating might not be sufficiently high to qualify.)

Reference to this expert has been deleted from this section. Please see
revised text in Section 11.

Please see revised text reflecting cur change of position.

This comments appears to contradict Comment 20 and the actual
performance of the TTEM Project.. While it is difficult to judge the
intentions of the writers of the PP, nowhere is it indicated therein
that the DLF was intended to support a demonstration project such as an

oxy-fuel burner for an electric arc steel furnace owned by a U.S. based

multi-national, one of the DLF sub-projects currently being processed.
It is our opinion that the latitude recommend by the evaluators is
considerably less than the latitude already taken by the TTEM staff.
Essentially, what we are suggesting is a rational and planned approach
to selecting new technologies rather than the unplanned ad hoc approach
currently used.

Please see revised text.
Please see revised text.
Comment noted.

Please see revised text.

As indicated in Section 11, the evaluators do not accept that short-
term consultant visits have been productive overall.



30.
31.
32.
33.
34.

3s.
36.

37.

38.
39.
40.
41.
42.

43.
44,
45.
46.
47.

Text corrected.

Please see revised text.

Comment noted.

Text corrected.

The number of visits has been corracted. The evaluators did not see any
report on the results of Mr. Fafard’s, visit but we do accept that it
may have been valuable. It should not, however, be seen as a short term
consultant visit as intended in the PP. It is pessible that if the
procedures and responsibility for mobilizing short term consultants
could be simplified and RMA could respond promptly to requests with the
right caliber of people, the problems could be surmounted. We are
doubtful that this coulu be achieved in practice.

Please see the revision to Recommendation 5.

While the comment is noted we do not see reason to revise our findings.
We do not perceive that the short-term consultants supplied by RMA are
necessarily of higher caliber than the local experts we met in the
Philippines. We are not sure that the locals would be the beneficiaries
of expatriate experience. The reverse could, on occasion be the case.
While technical follow-through is important, this does not have to be
undertaken by the Resident Consultant. This could be done by local
consultants under the technical supervision of the Resident Consultant.
Please refer to expanded Recommendation 4.

Please refer to the revised text.

Text corrected.

Text corrected.

While the comment is noted we do not feel that we should change the
thrust of our conclusion.

Comment noted.

Please refer to revised text which details our recommendation.
Comment noted.

RMA First Annual Report added to the bibliography.

Appendix D has been annotated as requested.



