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PROJECT AUTHORIZATION
 

Philippines Philippine Assistance Program Support
 

A.I.D. Project go. 492-0452
 

1. Pursuant to the section entitled "Multilateral Assistance
 
Initiative for the Philippines" InTitle IIof Public Law 101-167 and
 
Section 103 of the Foreign Assistance Act of 1961, as amended (the

"FAAV), and inaccordance with the authority delegated to me in 
Del( ittion of Authority No. 652, I hereby authorize the Philippine
,ssistance Program Support Project (the "Project") for the Republic of 
the Philippines (the "Cooperating Country") involving planned obligations
of not to exceed $25,000,000 irn Grant funds over a four year period From 
the date of authorization, subject to the availability of funds in
accordance with the A.I.D. OYB/allotment process, to help in financing

foreign exchange and local currency costs for the Project. The planned

life of the Project isapproximately five years from the date of initial
 
obligation. The initial obligation of the Project is sulbject to the
 
expiration of the Congressional Notification period.
 

2. The Project will assist the Philippines to develop and
 
implement high priority development projects under the Philippine

Assistance Program (PAP), through the provision of technical assistance,
 
commodities and other operational support. The Project will also fund a
 
private sector pre-investment facility to promote investment, especially

inand around the Economic Development Zones. The private sector portion

of the Project may be obligated through a grant agreement with a
 
non-governmental organization.
 

3. The Project Agreement(s), which may be negotiated and executed
 
by the officer(s) to whom such authority is delegated inaccordance with
 
A.I.D. regulations and delegations of authority, shall be subject to the
 
following essential terms and conditions, together with such other terms
 
and conditions that A.I.D. may deem appropriate:
 

Source and Origin of Commodities and Nationality of Services.
 
Commodities financed by A.I.D. under the Project shall have their
 
source and origin in the Cooperating Country or in the United
 
States, except as A.I.D. may otherwise agree inwriting. Except

for ocean shipping, the suppliers of commodities or services shall
 
have the Cooperating Country or the United States as their place of
 
nationality, except as A.I.D. may otherwise agree inwriting.

Ocean shipping financed by A.I.D. under the Project shall, except
 
as A.I.D. may otherwise agree inwriting, be financed only on flag

vessels of the United States.
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4. Other. The Cooperating Country shall covenant to use its best
efforts to"T-Tlitate the establishment and operation of the Project's
private sector pre-investment program to promote investment, especially
in and around the? Economic Development Zones.
 

BY: AAV" 
Malcolm Butler 
Mission Director 
USAID/Ph 11ippi nes 

Date: JAN 19 1990 

Clearances: 

Name Ini tial Date 

OCP :RJ ordan 
PESO: BCornelo/ 

7i /llqe 
OFFPVC:CBilltngs (Acty.)
OPHN:WHJohnson ' ' 

-

ORAD :KPrussner 
OD/PE:PRDeuster 

DRM:JAPatterson 
/10 , 

CO:JCStanford 
OLA:LChi les 
OD: RAJohnson 
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I. SUMMARY AND RECOMMENDATIONS 

Borrower/Grantee 
 The Republic of the Philippines
 

Implementing Entity : Committee on Official Development Assistance
 
(CODA)
 

Grant Amount 
 $25.0 million
 

Funding Source 
 Special Initiative/Multilateral
 
Assistance Initiative
 

Initial Obligation : FY 1990 

Project Purpose 
 To assist the Philippines to develop and
 
implement high-priority development projects

under the Philippine Assistance Program (PAP)
 

Description 
 The PAP Support (PAPS) Project will provide
assistance to conduct feasibility studies,
 
facilitate implementation and coordinate
 
official development assistance provided

under the PAP. 
 PAPS has three components:

(a)Studies, including funds for technical,
 
economic, environmental, financial,

institutional and social 
soundness
 
feasibility and design analyses for proposed
projects for economic development zones,
 
nationwide infrastructure and local 
or

regional small projects as well 
as funds for
 
sectoral and issue-related analyses; (b)

Operations Support, including expatriate and
 
local technical support, training and
 
commodities for CODA and technical
 
assistance for the Coordinating Council of
 
PAP; and (c)Private Sector Pre-Investment
 
Facility for co-financing feasibility

studies for potential private sector
 
investments. PAPS assistance is expected to

improve the government's capacity to
 
accelerate project preparation activities to
 
absorb increased funding levels.
 

($000)
 
Project Budget 
 Studies 
 17,000
 

Operations Support 
 2,750

Private Sector 
Pre-i nvestment
 
Facility 
 5,000
 
Evaluation/Audit 
 250
 

Total
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Estimated Completion
Date : January 31, 1995 

Statutory Requirements : Statutory requirements have been met. 

Recommendation : That a $25.0 million grant to the Republic 
of the Philippines be authorized for 
obligation in FY 1990 based on the terms 
and conditions described in the 
authorization. 
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II. PROJECT RATIONALE
 

The Philippine Assistance Program Support (PAPS) Project will provide
assistance to the Government of the Philippines (GOP) to develop and implement
high priority development projects under the Philippine Assistance Program

(PAP).
 

PAP developed out of an initiative of a bipartisan group of U.S.
 
Congressmen and Senators who urged President Reagan to take the lead in
creating a "mini-Marshall Plan" for the Philippines. 
The main objective is to
mobilize the goodwill and resources of foreign governments to generate
sustained economic development in support of the restored democracy in the

Philippines. 
PAP, also referred to as the Multilateral Assistance Initiative
(MAI), was formally launched July 3, 1989 at a pledging conference in Tokyo

attended by 19 donor countries and various multilateral institutions. The
program is expected to provide $3.5 billion in Official Development Assistance
 
(ODA) commitments to the Philippines for 1989/90 and possibly up to $14
billion over the next five years. 
 In addition, PAP is expected to attract
 
substantially increased private sector investment through the provision of a
 
favorable policy climate and improved infrastructure support.
 

To expedite and oversee the expected increased assistance levels of
the PAP, the President established the Coordinating Council of the PAP (CCPAP)
in January 1989 which is composed of executive, legislative and private sector
representatives. 
 InJune 1989 President Aquino established a new executive
 
body, the Committee on Official Development Assistance (CODA), under the
National Economic and Development Authority (NEDA) Board, to coordinate not
only PAP funds but all ODA. CODA includes selected cabinet members and the
Governor of the Central Bank. 
 The chairman positions for CCPAP and CODA are

held by the same individual, a prominent businessman appointed by the
President. In practice, CCPAP will serve primarily as an external liaison
 
with the donors while CODA will focus on internal coordination among GOP
 
executive agencies to ensure expedited utilization of assistance.
 

As indicated in the "Philippine Agenda for Sustained Growth and
Development" (the "Agenda"), presented by the GOP in Tokyo, PAP supports the
GOP Medium-Term Philippine Development Plan, 1987-1992. 
A principal goal is
the alleviation of poverty in the countryside through the development of
production-oriented activities in the areas outside the National Capital

Region (NCR) in coordination with the private sector. 
Guiding principles of
 
the CCPAP exemplify this thrust:
 

- To rapidly expand the productive capacity of the economy;
 

See Annex F for Administrative Order No. 128 which establishes
 
CODA and related information.
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- To channel resources to rural areas and lay the foundation for a
 
balanced and 'iell-dispersed agro-industrial economy; 

- To engage in catalytic projects which should be able to create 
ancillary activities and attract substantial flows of private
investments and generate employment; 

- To give priority to high value-added products, preferably using

indigenous raw materials, with immediate export potential; and
 

- To encourage activities which will improve the over-all
 
socio-economic standing and self-esteem of the rural Filipino.
 

A. Problem,Context
 

Donors and host country officials alike have expressed concern
 
about the capacity of the Philippines to absorb additional assistanie because
 
of the slow drawdown rate of already available and committed funds. The
 
GOP Agenda identified several constraints to accelerated project

implementation and higher impact from public investments, including: 
 poor

planning, overly conservative cash management procedures and administrative
 
centralization. 
 Inadequate planning is evidenced by the lack of well-prepared

and viable project proposals available for donor funding. Two factors have
 
contributed to this situation: 
 the limited amount of funds available for
 
feasibility studies and the lack of GOP capacity to identify and prepare

projects. Slow and multiple clearances have delayed fund flows which in turn
 
have impeded project implementation. Centralized and redundant contract
 
approval procedures, audit procedures, and centralized project monitoring have
 
also slowed drawdowns.
 

The GOP has taken a number of administrative actions to improve

project fund utilization--ihamely, the creation of the Project Facilitation
 
Committa in 1987 to study implementation bottlenecks of foreign-assisted

projects and recommend salutary measures, modification of contract review and
 
expenditure pre-audit procedures by the Commission on Audit, and testing of
 
decentralized budgeting and fund release/control functions to pilot provincial
 
governments.
 

GOP-initiated measures have improved implementation progress but
 
much remains to be done, including: further decentralization of authority for

budgeting, contracting and procurement, multi-year appropriation and allotment
 
of foreign-assisted project funding, and agreement allowing foreign donors to
 
work directly with provincial local governments. Most important is the need
 

* See Annex H for additional pipeline details. 
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for more resources to undertake feasibility studies and improve project

screening systems.*
 

The PAPS Project will support the objectives set forth in the
Agenda by providing additional funds for feasibility studies and support to
CODA to improve project selection, development and implementation. 
 Itwill
also directly support efforts to encourage private sector involvement in
Philippine development through the funding of feasibility studies and the
encouragement of an increased role ineconomic development zone planning,
management and economic activities. The studies will provide the basis for
identifying potential private sector opportunities that could lead to greater
diversification and expansion of employment opportunities in various areas.
The project will also address constraints to expanded growth by financing
studies on issues related to increased investment to ensure that projects are
reviewed from broader, cross-sectoral perspectives. Finally, the project will
provide CODA with required assistance inbuilding institutional capacity
through the provision of training at the national/regional/local levels as

well as with short-term operational support.
 

B. Relationship to USAID Program
 

The emphasis of the PA iscongruent with the USAID program goal of
supporting GOP efforts to achieve broadly based, sustainable economic growth
through an active partnership of the public and private sectors. 
 The project
directly supports efforts to encourage private sector involvement in
Philippine development through the funding of feasibility studies for the
demonstration projects, among others, and the encouragement of an increased
private sector role in economic activities. The studies will provide the
basis for identifying potential private sector opportunities that could lead
to greater diversification and expansion of employment opportunities in
various sites. Additionally, the project will provide funds to private sector
entities on a reimbursable basis for pre-investment studies.
 

The PAPS Project will support the USAID objective of addressing
constraints to expanded growth by financing studies on issues related to
increased investment and ensuring that projects are reviewed from broader,

cross-sectoral perspectives.
 

Improving infrastructure in rural areas is another USAID objective
that iscentral to PAPS Project activities. The project will provide for
numerous technical, environmental, economic and financial feasibility $tudies
for major nationwide infrastructure such as roads, telecommunications, ports,
and private power that are required for greater economic growth, especially in
areas outside of the National Capital Region.
 

See Annex H for information on availabie feasibility funds.
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The PAPS Project will not duplicate existing projects that provide
funding for project preparation. 
The Project Design Project provides support
for the Economic Support Fund Secretariat (ESFS), technical services for
ESFS-implemented projects and feasibility studies for infrastructure differing
in size and nature to that proposed under this project. 
The Technical
Resources (TR) Project provides funds for multi-purpose studies, including,
among others, feasibility studies for AID-financed projects. But, much of the
TR funding is already programmed for GOP- and USAID-identified needs and the
implementing agency, NEDA, has limited capacity to handle the expected volume
of studies. 
 The PAPS Project will provide for a quick-response mechanism for
large infrastructurg and economic development zone activities usink 
expatriate
and local consultants through AID-direct contracts. 
Further, USAID and
government institutional framework for PAPS is significantly different from
those of the two ongoing projects as is the overall 
intent.
 

CODA has also requested assistance in building institutional
capacity through the provision of training at the regional/local levels. 
The
USAID-financed Development Training Project (DTP) authorized in September 1989
provides about $1.5 million for training local 
government personnel 
over a
five-year period: however, most of these funds will emphasize training in
three regions initially. 
 PAPS will fund training or the development o
specialized courses to complement the DTP effort. 
Given the need for capacity
building at the local and regional levels, the funds should be readily used.Again, the institution building objective under PAPS is sufficiently differentfrom DTP that merging them would detract from achieving the PAPS objective. 

C. Relationship to Other Donor Activity
 

PAP is a multi-donor program and received plrdges in Tokyo from 10
bilateral and multilateral donors, for an approximate total of $3.5 billion in
assistance for 1989. 
Pledging countries/organizations included: 
 Japan, Japan
Eximbank, World Bank, Asia Development Bank (ADB), Italy, France, Germany,
Spain, European Community and the United States. 
 Other donors are also
expected to contribute funds for numerous development activities. Plans under
PAP include development of up to 16 major economic development zone projects,
with five targeted for initial implementation, and other nationwide
infrastructure which will be financed by various donors. 
 The PAPS Project
will provide operational support to CODA and CCPAP to carry out their multiple
functions, including the coordination of donor funding for better integration

and effectiveness.
 

While the project will finance feasibility studies for projects of
high priority for USAID funding, it will also finance feasibility studies to
be submitted for consideration by other donors. 
 In addition, in cases where
other donors are financing feasibility studies but where their requirements
for environmental 
or other key analyses may be limited, consultants could be
made available to fill "critical" gaps in analysis. 
The PAPS Project will

also
 

* 
See Annex H for a list of pledges.
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finance follow-on studies or design work for initial design efforts financed
 
by USAID or other donors, provided that the previous feasibility studies were
 
acceptable and met agreed-to standards. For follow-on detailed design work
 
for which USAID would finance construction, USAID would ensure that required

feasibility studies were complete and satisfactory before construction
 
financing. For example, in the case of the General Santos City

Agro-Industrial Project, the Government of Singapore has agreed to finance
 
feasibility study preparatioii but not detailed design work and construction.
 
USAID could provide the follow-on studies/design work and finance selected
 
aspects of the project.
 

D. Relationship to AID Policy and Statutes
 

Assi;tance to be provided under the project will conform to AID
 
policy, regulations and statutory requirements, including project design,
implementation, financing modalities, evaluation, and audit requirements. 

The project will conform to statutory requirements (e.g., the
 
Lautenberg and Bumper Amendments) which generally restrict AID-financing of
 
certain activities in connection with productive activities that could
 
potentially compete with U.S. exports. The basic limitations are on:
 

- Projects that support the production of agricultural commodities 
for expor't when th ? commodities would directly compete with exports of similar
U.S. agricultural commodities to third countries and would have a significant
impact on U.S. exporters. 

- Projects involving production, processing or marketing of sugar,

palm oil or citrus for export to the U.S. or third countries in direct
 
competition with U.S. producers.
 

- Projects which support the manufacture for export to the U.S. or
 
third country markets in direct competition with U.S. exports of "import
sensitive" articles, specifically textile and apparel articles, footwear,

handbags, luggage and certain other leathergoods. Prohibited export-related

activities include feasibility or pre-feasibility studies for, or profiles of,
 
potential investment in the manufacture of the commodities for export, or

assistance in the establishment of facilities specifically designed for
manufacture of the commodities for export. 

USAID will determine on a case-by-case basis whether AID financing

of specific studies or facilities is appropriate. Such a determination will
 
be made at such time as sufficient information is available for an informed
 
decision. 
However, it is r;:t expected that a large number of activities will
 
be excluded from feasibility study financing as a result of these
 
restrictions.
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III. PROJECT DESCRIPTION
 

A. Project Objectives
 

The goal of the project is to achieve broadly based, sustainable
 
economic growth in the Philippines through an active partnership of public and
private interests. The purpose of the project is 
to assist the Philippines to

develop and implement high-priority development projects under the PAP. 
These
 
projects when implemented will provide increased economic and employment

opportunities for Filipinos, particularly in 
areas outside the NCR. Further,

these projects will provide basic infrastructure or other incentives to
 
encourage private investment. The project will also assist the GOP to
establish mechanisms to coordinate donor assistance and facilitate project
implementation, especially in 
areas that cross-cut departmental boundaries
 

B. Expected Accomplishments and Beneficiaries
 

Given the nature of this project, the level of outputs can be
 
estimated only. Expected accomplishments include:
 

- Detailed area development plans, including feasibility studies,

detailed engineering master plans, and associated analyses leading
 
to for PAP-funded projects in economic development zones;
 

- Feasibility studies or detailed design work for major nationwide
 
infrastructure investments proposed under the PAP;
 

- Feasibility studies for small projects generated by local 
governments or other entities; 

-
 Studies on selected development issues related to investments in
 
geographical areas or sectors; and
 

- Pre-investment studies for private investments with priority for
 
economic development zones or other designated growth areas. 

The beneficiaries of the project are the Filipino people especially
in areas outside the NCR who will benefit from the expanded economic activity

expected to result from new infrastructure and private sector investments
 
based on the feasibility and design studies financed by the project.

investments generated should provide increased income and employment 

The
 

opportunities for Filipinos located in targeted economic development areas. 

Direct beneficiaries of the project include the agencies and 
organizations receiving assistance for feasibility studies for proposed
project development as well as regional and local government officials who 
will participate in training activities. Private firms will also benefit
directly from pre-investment studies that reduce their pre-investment risk.
Other beneficiaries are CODA operationn that will receive technical and
related support to facilitate coordination and oversight of donor
 
assi stance.
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While the status of women will 
not be affected directly as a result
of project activity, women are expected to benefit indirectly as individuals
and family members from the increased implementation of projects designed or
initiated under the project. 
Further, scopes of work for studies and
analyses, when appropriate, will require the collection and analysis of
gender-disaggregated data to determine constraints to and opportunities for

women's participation and benefits in project activities.
 

C. Project Components 

The PAPS will fund three major components. Two components, Studies
and Operations Support, and evaluation and auditing activities will be funded
under a bilateral Project Agreement. The third component, the Private Sector
Pre-Investment Facility, will be obligated separately through a Grant
Agreement or similar mechanism with a qualified Philippine non-governmentorganization (NGO). The components are described below: 

1. Studies
 

The studies component is the largest, budgeted at $17.0
million. 
 It will be directed at providing necessary analytical information
for the government to implement its investment program under the PAP
effectively. 
These funds will be administered by CODA. While the focus of
this component will primarily be on public sector oriented investments such asinfrastructure, the linking and coordination of these activities with the
private sector is critical to optimize PAPS contribution to program objectives.
 

The following sections present an illustrative list and
discussion of the types of studies that may be supported, the general criteria
for screening and approval of activities under the studies component and a
 
discussion of guidelines for analysis.
 

Prior to committing funds for any major engineering design
activities, USAID will consult with AID/Washington and obtain necessary

concurrences/approvals for AID funding.
 

a. Types of Studies
 

The studies to be conducted under this component include
 area development plans, engineering master plans, feasibility studies,
environmental analyses, and associated analyses leading to project proposals

for activities which may be funded under the PAP such as "economic development
zone" projects and feasibility studies for major nationwide infrastructure
investments including roads, ports, telecommunications and power. It isanticipated that the major portion of the funding in the studies component
will be used to carry out feasibility studies. However, detailed engineering
design work may be financed, provided that feasibility concerns have been
satisfactorily addressed. 
Finally, broad planning assistance, sectoral
analyses and studies dealing with macro-, sectoral 
or geographic issues

relating to PAP activities will also be considered for financing.
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(1) Economic Development Zones
 

In an effort to encourage business investment and
development outside NCR, the GOP has identified 16 regional growth centers
"economic development zones." 
 The primary objective of the zones will be to
 ensure that adequate physical and institutional infrastructure is made
available to attract private investment to a region with strong growth

potential. Several 
zones have already been identified as demonstration
projects under PAP, including Cavite, Laguna, Batangas, Rizal Project

(CALABAR), Panay-Negros Agro-Industrial Project iPANAI), and General Santos
City. Some zones will 
include public or private agribusiness or industrial
parks or estates; others will receive necessary integrated infrastructure to
 

zone, PAPS is expected to devote considerable attention to the assessment and
 

attract investments. The project may finance selected studies within a number 
of zones. 

Given the complexity of producing a viable development 

design of such projects prior to investment decisions. The economic

development zones will 
involve multiple investments to be analyzed and
developed and thus will 
require a wide array of specialists and coordination

between public and private entities. Such projects may include physical and
institutional infrastructure necessary for a growing economy. 
 The government

has already developed a list of potential investments at the zones, most of
which will require feasibility study and design. 
While most studies will

involve physical infrastructure, others will collect and analyze data on
broader economic or environmental 
concerns that need to be addressed prior to
major zonal investment decisions.
 

While the studies component is to establish the

feasibility and design parameters of the zones, it will not be directed at
establishing the feasibility of specific private enterprises or investments.

Enterprise specific studies will be financed under the Private Sector
 
Pre-Investment Facility discussed later in this section.
 

Illustrative studies for determining feasibility may

include the following:
 

- Pre-feasibility Studies: Prefeasibility studies which
 
analyze a variety of technical alternatives for investments
 
may be financed.
 

- Feasibility Studies: Feasibility studies for some or 
all elements of proposed investments for economic
 
development zones may be financed. 
The studies will be
 
carried out to meet Development Assistance Committee (DAC)
appraisal standards and will include preliminary designs for
 
proposed investments as well 
as requisite technical,

financial, economic, social 
soundness, administrative, and
 
environmental feasibility analyses. 
Technical studies for
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infrastructure activities will 
include architectural and

engineering feasibility, among others, depending on the
proposed project. Other specialized technical analysis will
 
also be undertaken, depending on the type of project.
Financial analyses will 
provide a basis for determining

financial viability and benefits for participants. Economic
analyses are important to determine the social profitability

of the activity(ies). Environmental analyses will be
important to identify potential negative environmental
 
effects and to propose a'ternative approaches mitigatingor measures where appropriate. Social soundness analyses will
provide information on the social and cultural 
appropriateness of activities, potential beneficiaries and
participation of target group in project development.
Finally, administrative analyses will assess capacity and
alternatives for implementing proposed projects
effectively. (Section III.C.l.c below and Annex G provide

additional detail 
on feasibility study guidelines.)
 

- Detailed Engineering Designs: 
 This task would involve
 
the review of previous studies, site investigations,
analyses of alternative approaches to design and schematic
 
drawings which would lead to final engineering designs
consisting of design calculations, technical specifications,
drawings, plans, engineer's cost estimates and bid documents
for a project or a project component. Completion of this
task would render the activity ready for bidding.
 

- Other Studies: Other more specialized studies may be
required, including: business/investor surveys to determine

potential investment activity and constraints, general

physical master plans to identify and address land use
issues and environmental concerns, resource inventories to
 
assess availability and quantity related to industrial and
related plans, assessments to determine available and

additional skill needs, transportation requirements to
determine adequacy and constraints, and utilities

requirements to provide long-term Jevelopment needs. 
 (See

Annex G for more detail on these studies.)
 

(2) National Infrastructure 

PAPS funds will be available to finance studies associated
with infrastructure under the national program provided it meets the PAPS
studies criteria. 
 In contrast to the infrastructure associated with the
development zones, this category refers to large, stand-alone projects.
Examples include major roads, power, transportation or teleconunicationsprojects which are important for development nationwide. 
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Studies for national infrastructure may include

pre-feasibility studies to identify and analyze various technical
 
alternatives, feasibility studies (e.g., technical, financial, economic,

environmental assessments, social soundness, and administrative), detailed

engineering design and other studies determined important to establish project

feasibility. 
The objectives and effort for the feasibility studies will be
similar to those described above for the economic zone activities. However,

the range of analysis may be narrower and more function specific than the

comprehensive economic zone activities. 
Detailed engineering activities would
 
be undertake only if the feasibility of the project were established and
 
preliminary commitments for project financing were acquired.
 

Additionally, PAPS could finance a discrete portion of a
large feasibility study for national infrastructure activities such as the
 
environmental assessment for a large powerplant or port expansion. 
Further,
PAPS may finance selected studies for projects to be financed by other donors
 
that have limited capacity to undertake such studies, where full feasibility

work would not otherwise be undertaken and where a source of project funding

has not yet bee.i identified. 
 In the case of determining the environmental
 
impact of a project, USAID will build such work into the feasibility study for
 
the project so the design work can incorporate the recommendations of the

study. However, if there are cases where other donor-financed design has

proceeded without the benefits of an environmental analysis, an environmental
 
analysis could still be of significant benefit. Frequently minor design

modifications to projects can avoid higher costs for correcting problems at
 
some point in the future.
 

(3)Small Studies Fund
 

In accordance with the government's policy of
 
decentralization, CnDA anticipates that local 
governments and associated
 
non-government organizations will propose a number of project ideas which will
 
be small but merit careful consideration for financing under the PAP.

Accordingly, CODA and USAID plan to establish under the PAPS studies component
 
a small studies fund capable of responding quickly and with minimal

administrative overhead to the need to review the feasibility and assist with
 
the design of these projects. The work will be carried out by contractors

under a requirements type arrangement and an initial $300,000 has been
 
earmarked for this effort. 
Studies, to qualify for assistance under the small

studies fund, should have an estimated cost under $25,000 in local currency

equivalent. Most studies under the fund are expected to be under $5,000. As
appropriate to the scale of the proposed project, the sarne criteria applicable

to the studies discussed under Sections (1) and (2) above will apply and help
with similar feasibility studies will be available. 

(4) Planning, Sectoral and Issue-Related Studies 

Finally, the PAPS studies component can be used for broader,non-project specific studies which could be used in planning and better
utilizing PAP resources. CODA will coordinate with appropriate government 
agencies and private sector entities during the planning and implementatioc of 
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the studies. Studies may include: 
 (a) planning of PAP resource allocation
 among sectors and groups --
e.g., analysis of Economic Development Zones as a
basis for recomnendinq guidelines and criterid for zone development and

operation; (b) identification of constraints and oppnrtunities in certain
 
sectors where PAP Intends to invest --
e.g., airport improvement,

telecommunication or selected food processing industries; or (c)

identification, analyses and resolution of development issues related to PAP
 
-- e.g., the optimal investment incentive structurc 
for the economic

development zones, govErnment contracting practices, con~truction standards,
and assessmerit of environmental consequences of proposed investments prior to 
feasibility analysis.
 

b. Criteria
 

The criteria for selecting studies tn be tunded are divided into
two groups: primary and secondary. All studies approved for financing under

this component must meet the primary criteria. The secondary criteria are
important in prioritizing proposed PAP projects to be st-qdied and are rot on
their own a basis for rejection. The criteria in mnaly cases require a
judgment to be made regard';vg the design and benefits of the project to bestudied. Proposals for PAPS a7sistance should be sufficiently well developed
so that this type of information is available in 
at least a qualitative form
 
before the study is made.
 

The criteria cited below apply to feasibility studies discussed

under Section III.C.l.a a: well as those included in the Private Sector

Pre-investment Facility described in Section ITI.C.3.
 

o 'Primary Criteria
 

(1) Increased Economic Growth: 
 The project to be studied
 
should, if implemented, contrf5iute directly to national and 
regional growth.
 

(2) GOP Policy Framework: A determination should be made

that the achievement of project objectives are consistent with 
government policies and regulations.
 

(3) Location: The project to be analyzed should focus 
particularly, but not exclusively, on areas outside the NCR. 

(4)Financing: A determination should be made that there is
 
a reasonable likelihood of project financing prior to
 
undertaking detailed engineering designs.
 

(5)Environment: Feasibility studies should not be financed

if the project wii have a substantial and non-correctable 
negative impact on the environment. A feasibility study,

however, would be undertaken where it is anticipated that
 
potentially negative outcomes can be mitigated.
 

(6)GOP and AID Statutory Requirements: There should be no

evident conflict with GOP and U.S. laws. 
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o Secondary Criteria
 

(1)Private Sector Priority: The project should enjoy the
suppn't of the private sector in the target area(s) and satisfy

a demind viewed as central to growth of the area(s).
 

(2)Trade and Investment: The project should promote or
improve the environment for off-farm private investment or
 
non-farm agroprocessing or marketing enterprises, and free and
 
open markets operations.
 

(3)Multiplier and/or Demonstration Effects: The project

should have benefits to the economy beyond those it directly

produces --
e.g., job creation and new enterprise development.
 

(4)Local Resources: 
 The project should economically use
locally available resources -- e.g., labor and raw materials-
and encourage the participation of women.
 

(5)Export: The project should preferably have high

value-aded output with export potential.
 

(6) Location: If area specific, priority should be given to

projects located in PAP-priority areas.
 

(7)Technology: Technology (including skills) required to

implement, operate and maintain the project should be
appropriate to the capacity/capability of the arca.
 

(8)Environment: A projects that is expected to have a
beneficial effect on the environment should receive special
 
consideration.
 

(9)Financing: A project with identifiable financing should 
be given g rt priority. 

(10) U.S./Phillppine Business Opportunities: 
 Projects which

will result in business opportunities for U.S. and Philippine

private sector should rcceive priority consideration.
 

c. Guidelines forAnalyses
 

DAC's "Principles for Project Appraisal" will 
serve as the

conceptual framework for feasibility studies to be financed under PAPS. DAC
guidelines conform to AID policies and requirements that govern project
procedures and practices as described in Handbook 3. Design and feasibility
work which prepares a 
project for USAID financing must incorporate necessary

analyses to meet DAC standards. The government and other donors also have
project standards that must be met before approval 
-- some more rigid than
 
others.
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Generally, the following feasibility tests for proposed projects
must be met: 
 technical, economic, financial, social soundness, institutiona
 
and environmental. 
 Study scopes of work must incorporate analyses to address

requisite feasibility standards. 
A summary of the types of analyses to be
 
conducted to establish feasibility follows:*
 

(1) Technical
 

The technical analysis will establish the technical
 
feasibility of the project design 
-- i.e., determine that the means selectedproposed to achieve the project purpose(s) are technically the most suitable 
and cost effective. The choice of technology must be consistent with the
 
environment in which it will be used 
-- social, institutional, economic, etc.
Therefore, the technical analysis must take into consideration feasibility
aspects of other analyses in arriving at a recommendation for the most 
appropriate technology for the project. 
The technical analysis should

establish whether the design of a particular project is consistent with the
 
body of knowledge about possible solutions to the development problem to which
 
the project is directed.
 

The approach and content of technical analyses for a
 
specific project will vary significantly depending on the type of project -credit, infrastructure, extension, industrial, etc. 
 However, the general

question to be answered is whether the technology proposed is the most

cost-effective to implement, operate and maintain (sustain) for the project to
 
achieve its objectives.
 

Inmany project areas, especially infrastructure, technical

analysis methods are standardized. In roads, for example, the analysis looks
 at design standards, methods of construction, alternative alignments, traffic,


.volume and load requirements, maintenance safety, etc., and balances these
against costs. 
In other types of projects, for example, industrial, the
 
analysis may look into production technology, labor availability, operations

and maintenance requirements, ancillary (support) infrastructures, raw

material availability, etc. 
Again, cost would be considered in relation to
 
the approach.
 

AID has a statutory requirement that projects to be financed
 
must have adequate planning to establish reasonable cost estimates. This

requirement is directly related to technical design selected and the
 
establishment of that design's technical feasibility. 
Accordingly, any

studies for projects which USAID might finance will include a strong

requirement for technical analysis.
 

See Annex G for feasibility guidelines, including DAC's "Principles for 
Project Apprai sal." 



- 16 

(2)Economic
 

Economic analysis of projects aims to maximize the use of
 scarce resources in society (or maximum efficiency in the use of resources)

through the identification of economically desirable and worthwhile projects.
Proper identification of projects Is important because in any economy, the
kind of investment activities, not only the quantity or magnitude of

investments, is crucial for sustained development.
 

Economic analysis should include the following: 

- Macroeconomic appraisal of the project's relevance to the 
national, regional and sectoral economic development goals
and priorities nf the Philippines and of the project's
expected economic in'act on output, prices, employment,
 
etc.; and
 

- Quantitative economic analysis to determine whether the 
project is a worthwhile investment for the country
society as 

or 
a whole by assessing its economic benefits and 

costs in relation to alternative investments, in accordance

with standard economic appraisal methodologies. In some
 
cases a least cost analysis may be more appropriate -
e.g., when benefits are fixed or cannot be reliably

quanti fled.
 

(3)Financial
 

The purpose of a financial analysis is to determine that a

project or project entity is financially viable and sustainable in the legal,
regulatory and economic environments in which it will operate.
 

In the case of revenue producing projects, profit or cost
 recovery over the life of the project is critical to investment decisions.
 
Financial analysis of such projects uses actual and projected costs and
 
revenues to determine the project's viability. It also considers such
 
additional information as the entities present and past financial condition,

capital structure, financial management practices and, if appropriate, any

planned changes in these factors which might positively or negatively impact
on the project's or entity's financial viability. If a project were expected

not to recover its costs, and a subsidy from an external source were required,
the extent of and rationale for this subsidy would be analyzed as well as the
likelihood that the subsidy would be provided over the life of the project.
 

In the case of non-revenue generating projects, profitability

and cost recovery analyses are not appropriate. But financial viability and
sustainability concerns, nevertheless, do play a key role in the investment
 
decision. 
 In these projects the analysis focuses on budgetary analysis, the
implementing institution's financial capacity practices and least cost
analysis. The analysis should also establish the likelihood of resourceavailability from external 
sources to sustain the project over time -- e.g.,
 
government budgets for operations and maintenance.
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(4)Social Soundness
 

The objective of a social soundness analysis is to determine
 
whether a project is socially dnd culturelly feasible within the values,

practices and organizations of i.he targeted beneficiaries. Further, such
 
analysis should identify alternative actions to sustain positive effects on
 
the target social group(s) and to avoid negative ones.
 

The extent and depth of a social soundness feasibility analysis

will depend on the complexity, location and type of project proposed.

Additionally, the analysis may be undertaken in conjunction with 
institutional, economic and technical analyses. Some general issues which
 
will be addressed for all proposed projects to ensure compatibility and

sustainability include: identification of principal beneficiaries and the
 
extent to which the project meets their critical needs, analysis of social and

political forces that could constrain project implementation, level and type

of beneficiary participation in project identification and development,

distributfon of benefits (and costs) of the proposed project among the
 
targeted population (e.g., by occupation, sex, age, ethnic, or economic

group), and likelihood that targeted beneficiaries will sustain the
 
organizations and practices established under the project. 
Annex G contains
 
additional detail on social soundness analysis concerns.
 

(5)Institutional
 

Institutional analysis isclosely related to aspects of the

technical and financial analyses and in some cases may be incorporated under 
them. 

The institutional analysis attempts to identify the 
management implications of the project and establish the capability of theimplementing or operating entity to execute the project effectively. It will 
evaluate the overall institutional context or environment inwhich the project

will function. Itwill determine the nature and type of skill, organizational

capacity, incentives, etc., required of the entity. Itwill also identify

shortcomings or gaps and propose a strategy for institutional strengthening

where needed. Strengthening could involve a mixture of technical assistance

and training, organizational reform and streamlining of systems and
 
procedures. Inconsidering strengthening, the analysis should review ways in

which the design could reduce the management burden on the implementing and
 
operating entity(s). This analysis should be done at an early stage so
 
options can be considered in the design of the project.
 

(6)Environmental
 

DAC environmental guidelines will be followed as the 
conceptual framework for all PAPS feasibility type studies. Because of the
 
strong sensitivity to environmental concerns inthe U.S. and the high priority

USAID places on this aspect of its economic assistance program, AID Agency

Environmental Procedures will be used for determining the type and extent of
 
environmental analysis required for projects to be financed by AID. The 
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p'ocedures require that the environmental consequences of AID-financed
activities be identified and considered by AID and Philippine organizations
prior to a final decision to proceed with a proposed activity and that

appropriate safeguards be adopted (see Annex G for a summary of AID guidelines

and related material).
 

It is expected that the bulk of the feasibility studies
 
will be for infrastructure and thus require environmental assessments. 
 (For

the private sector pre-investment facility, the implementing organization will

be responsible eor ensuring that productive activities are screened for

potential environmental efficts and the appropriate analysis undertaken by

investment sponsors.) Steps to be followed for the analysis of projects which
 
AID will finance include:
 

- Initial Environmental Examination to make a threshold 
decision as to whether an environmental assessment (FA) or
Environmental Impact Statement (EIS) will be required;
 

- Scoping session to identify significant issues to be
 
addressed in the EA or EIS;
 

- Preparation of an EA or EIS to analyze the foreseeable 
effects, alternatives, and recommended actions for the 
proposed activity; and 

- Drafting of an EA for government, Mission and ANE/PD/ENV
review as part of the project paper documentation for a 
follow-on project.
 

In addition to conducting environmental analyses, PAPS will
 
provide long-term technical support for CODA to prepare detailed guidelines

particular to the Philippine environment, assist in preparing terms of
 
references for studies and monitor study activity. 
Further, the technician

will assemble and review other donor requirements for environmental analysis

and help the government ensure that feasibility studies of projects to be

financed by other donors meet DAC guidelines. The involvement of local
 
counterparts in environmental assessments financed under PAPS will be

encouraged to develop analysis skills and appreciation for the need to
 
minimize negative environmental effects.
 

The level of effort for environmental analysis will depend on
 
the nature of the proposed activity. For infrastructure, environmental
 
assessments are expected to be approximately 10-15 percent of the detailed
 
engineering design costs financed under the project.
 

2. Operations Support
 

The government has established a CODA office with some staff

seconded from other departments and limited equipment and furnishings. The
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PAPS Project will provide supplemental assistance to support CODA operations,
Including specialized institutional development support, technical support,commodities and supplies. Each area is described below:
 

The institutional development support activities will principally
include in-country technical training or related activities for regional andlocal level personnel in project preparation, implementation and monitoringskills. 
CODA staff have identified the need to improve the following skills:
screening of project proposals, identification of needed feasibility studies,
development of scopes of work, bidding procedures, and project management.
is anticipated that these activities, It
for the most part, will be undertaken inconjunction with on going studies for proposed projects. Funding is notexpected to exceed $250,000 for training. Some assistance will be provided
for strengthening skills in these and related areas either under the technical
support contract mentioned below or under another AID-direct grant or contract
to a Philippine organization with appropriate experience. 
A small amount of
funding will also be provided for seminars and conferences to support ODA


coordination functions.
 

The project will support a small corps of technical specialists to
provide assistance in programming and monitoring to CODA. 
Long-term
expatriate and Philippine technical expertise in engineering, environmental
assessments and project design/finance/economics are viewed as important to:
(a)develop terms of reference and develop technical standards and quality
control 
in feasibility studies, particularly for those involving large
infrastructure and economic zone activities; and (b)actively monitor the
execution of studies to ensure that they are of good quality and meet
international donor standards. 
 Technical support in these areas will enable
CODA to undertake a broad range of high-level feasibility work to meet USAID
and other donor standards for follow-on subproject financing. Additional
short- or long-term local assistance in developing information systems,
preparing contractable scopes of work and developing training and social
analysis approaches may also be needed to accelerate and improve the quality
of monitoring and feasibility study activities. The technical support will be
provided under an AID-direct contract with the option to increase the level of
effort for other specialized expertise as required.
 

Additionally, a 
modest amount of assistance may be provided to
support CCPAP to carry out its responsibilities. This support will provide
CCPAP with a small number of highly qualified consultants through a grant to a
non-governmental organization. 

Finally, some assistance will be provided for office supplies and
equipment, including data processing equipment, copying equipment, overhead
projectors, and similar equipment. 
Funding for these items is not expected to
exceed $325,000. This assistance will be provided either through the
AID-direct technical support contract or will be procured directly by USAID.
 

An estimated $2.75 million is budgeted for this component.
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3. Private Sector Pre-Investment Facility (PIF)
 

The assistance provided fur CODA will play an important role in
 
designing and establishing the feasibility of critical infrastructure and
 
.other public sector oriented investments financed under PAP. To complement

and help optimize public sector PAP investments, however, private capital must
be mobilized. Assistance in establishing the feasibility of potential private
sector investments can help in this process.
 

Inorder to promote business development, especially in and around
 
the Economic Development Zones, the PAPS Project will provide financing for aprivate sector pre-investment facility to promote investment. This component
will promote private investment in off-farm enterprises as well as on-farm

agro-processing or marketing enterprises by reducing pre-investment risk and
 
assisting potential project proponents in identifying business opportunities

and developing bankable projects. Investments to be assisted under the PIF's 
co-financing arrangement will have to meet general programmatic criteria
discussed earlier under the studies cemponent. Additionally, investment 
criteria similar to 1,ose used by the U.S. Trade and Development Program for 
investment support vl be applied to screen applications in areas such as 
capital structure, legal status, nationality of likely investors, credit
worthiness of project sponsors, reasonableness of study cost estimates, etc.
 
Criteria will be reviewed from time to time during implementation to ensure
 
its continued applicability.
 

Technical services financed under this program could include 
full-scale feasibility studies o- portions thereof -- environmental 
assessments, market research, product research or development, natural
 
resource surveys (e.g., coal reserves), among others. Other project

development costs to prepare a project commercially or financially for closing

would be considered for assistance.
 

The proposed funding level for the facility is $5.0 million and
 
obligations will be phased to avoid pipeline build-up. 
This amount is

expected to finance 30 to 40 technical service activities. Funding will be
 
provided either as dollars for foreign exchange costs or as pesos for local
 
costs. 
 The following financing option is under consideration and will be
 
finalized prior to obligation of funds for this component:
 

- Cost Sharing Mechanism. The project will assist qualified

investors/sponsors by financing, on a cost sharing basis, the costs
 
of identifying business opportunities and/or establishing
 
investment feasibility up to a maximum grant contribution of
 
$250,000 or 50 percent of acceptable cost, whichever is less. In
 
the case of enterprise specific investment studies for which an

investment is made, PIF would cover up to 50 percent or a maximum 
of $250,000 as a grant. However, if, after study completion, no
investment were made, PIF would cover only up to 25 percent or a
 
maximum of $125,000 as a grant. The ceiling of $250,000 will 
be

used initially. However, it may be necessary to adjust this level
 
during implementation if evidence suggests that the level
 
constrains meeting the component's objectives.
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In order to reward successful investors and share the burden with

unsuccessful investors, the following means for drawing on PIF has
 
been established:
 

- Studies Grant. Upon completing the study, PIF will reimburse the
 
sponsor 25 percent of the study cost up to a 
maximum of $125,000.
 

- Investment Grant. Upon the investment of capital funds by the
 
sponsor in the project identified in the study, PIF will reimburse

the sponsor another 25% of the study cost up to a maximum of
$125,000. Project sponsors would have up to one year from the time
 
they claimed the studies grant to request their investment grant

from PIF. 

This facility will be available to U.S. and Filipino sponsors which
 
meet PAP and PIF investment criteria as agreed to by the GOP and USAID.

Priority will be given to U.S./Filipino joint ventures.
 

Availability of this assistance will 
be publicized in the U.S. and
Philippines. Contracting for study services will follow generally accepted

U.S. and Philippine procurement practices. No more than reasonable prices
shall be paid for any services financed under the PIF. 
Such services shall be
procured in 
a fair and, to the maximum extent practicable, u.a a competitive

basis. 
While formal competitive procurement may not be required since private

sector sponsors may wish to use a specific consulting firm, the sponsors will
have to demonstrate prior to the commitment of funds for a study that the
 
study costs are reasonable. Competition is
an important way to demonstrate
 
reasonableness.
 

Funds will be provided to a private sector organization experienced

in feasibility type work to administer this activity. 
 In addition to
financing studies and related pre-investment activities, a portion of the $5.0million earmarked for PIF will finance direct administrative costs of theinstitution. This institution will be responsible for: (1) promotion of thefacility, (2)screening proposals to assure thoy adhere to program criteria,
(3)assistance to proponent enterprises, where necessary, to assure that the

study scopes are sound and reasonable in cost, (4) submission of eligible
proposals for consideration by the facili ty's board of directors, and (5)

administration of the facility. 
Detailed requirements for project screening,

financing, monitoring, reporting, evaluation, audit, etc., will be
 
incorporated in the cooperative agreement.
 

A board of review will be established to provide policy guidance,

to oversee operations and to approve studies. 
The board will include three
private sector members from the US(e.g., Chamber of Commerce, the Philippine
Chamber of Commerce and Industry and the private sector implementinginstitution) and two government members (e.g., from CCPAP and the Department
of Trade and Industry). USAID will have a representative (not a full voting
member) on the board to provide guidance on, among other things, USAID

procedures and to ensure that PIF funds are used in accordance with U.S.
 
statutory requirements and project objectives.
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IV. COST ESTIMATES AND FINANCIAL PLAN 

A. Cost Estimates
 

The PAPS Project has an estimated project cost of $36.67 million
 over the five-year life of the project. The USAID contribution is estimatedat $25 million with the GOP contribution of about $6.67 million in the form
of: (1)feasibility studies, (2)personal services, (3)office facilities and

equipment, and (4)maintenance and other operating expenses (e.g., travel
costs, and supplies and materials). The private sector co-financing

contribution under the Pre-Investment Facility isestimated at $5.0 million

for feasibility studies. 
See Annex L for more detail on the counterpart

contri bution. 

The expected allocation of USAID project costs over the project

life as shown in Table I are: studies, 68 percent; operational support, 11
 
percent; private sector pre-investment program, 20 percent; and, evaluation
 
and audit, 1 percent. 

Project expenditures by fiscal year are summarized in Table II.
PAPS will be incrementally funded beginning in FY 1990 and will have a 
planned

Project Assistance Completion Date of January 31, 1995. 

The planned USAID obligation for FY 1990 is $11.0 million. The
Private Sector Pre-Investment Facility, estimated at $5 million, will be

obligated ovar a three-year period with $2.0 million to be obligated in FY

1990, $2.0 million in FY 1991 and $1.0 million in FY 1992. 
 Table III reflects

the planned AID obligations over the life of the project.
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Table I
 
Estimated Life-of-Project Budget
 

($000) 

Project Input 


Studies 


Operations Support 

(Support for CODA; Technical
 
Support & Commodities; and
 
Institutional Development)
 

Private Sector Pre-

Investment Facility 


Evaluation and Audit 


TOTALS 


Private 
AID GOP Sector TOTAL 

$ 17,000 $ 3,670 - $ 20,670 

2,750 3,000 - 5,750 

5,000 - $ 5,000 10,000 

250 -- 250 

$ 25.000 $670 $ 5.000 $ 36.670 
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Table IIProjection of Expenditures by Fiscal Year 
($OOU) 

FY '90 
 FY '91 
 FY '92 
 FY '93 
 FY '94
AID TOTAL
PU' A0 
 pP AID ----
P W GP0P' AID G0P 

Studies 
 $1,950 $421 
 $4,075 $880 
$6,325 $1365 $3,450 $745 
 $1,200 $259 
 $ 17,000 $3670
Operations Support 
 512 559 452 
493 517 564 
 591 645 678 
 739 2,750 3,000
(Support for CODA;
 
Technical Support &
 
Commodities; and
 
Institutional 
Development)
 

Private Sector Pre-
Investment Facility* 500 - 1,000 - 2,000 - 1,000 - 500 - 5,000
Evaluation and Audit 
 -
 - 100  - - 150  250 -

TOTALS 
 $2,962 $ 980 $5,627 $1373 $8,842 $1929 $5,041 
$1390 $2,528 $ 998 $25,000 $6,670
 

% 11.8 14.7 22.5 20.6 35.4 28.9 20.2 20.8 10.1 15.0 100 100
 

Expenditures by private sector entities are estimated at
same rate as Facility.
 

Based on the proposed CODA budget for FY 1990, projected through 1994.
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Table III 
Planned A:.D.DObigations


ISouu ) 

Element FY '90 FY '91 FY '92 FY '93 TOTAL 

A. FOR OBLIGATION TO THE GOP 

Studies $ 7,250 

Operations Support 1,750 
(Support for CODA; Technical 
Support & Commodities; and 
Institutional Development) 

Evaluation and Audit -

$ 5,250 

500 

100 

$ 3,500 

500 

-

$ 1,000 

-

150 

$ 17,000 

2,750 

250 

Sub-total $ 9,000 $ 5,850 $ 4,000 $1,150 $ 20,000 

B. FOR OBLIGATION TO THE 
PRIVATE ORGANIZATION 

Private Sector Pre-
Investment Facility $ 2,000 $ 2,000 $ 1,000 $ - $ 5,000 

TOTAL PLANNED OBLIGATIONS $11,000 $ 7,850 $ 5,000 $ 1,150 $ 25,000 
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B. Funding Mechanisms
 

Table IV illustrates the anticipated methods of implementation andfinancing under PAPS. It is envisioned that the direct payment method offinancing will be used for AID-direct contracts, local indefinite quantitycontracts (IQCs), AID-direct grants, and possibly host country contracts for
studies. 
 Technical support will be provided by an AID-direct contract and
financing will be by direct payment. 
Technical support for CCPAP may be
provided under an AID-direct grant to a 
non-profit organization and direct
payment or cash advance/liquidation will be used. Commodities willprocured by the technical support contractor or directly by USAID. 
be 

Institutional support activities will be under the technical support contract
or a separate grant/contract and by AID direct payment. Services for
evaluation and audit will be implemented by AID-direct contracts utilizing

either purchase orders, personal services contracts (PSCs) or IQCs.
 

The Private Sector Pre-Investment Facility Component of the Project
will be administered by an NGO. The NGO's activities will be implementedunder an AID-direct cooperative agreement and the method of financing couldeither be through direct reimbursement or the cash advance/liquidation

mechanism. 
The use of the cash advance/liquidation method of financing is,
however, contingent upon the adequacy of the organization's financial
 
management system which should first be assessed by USAID pursuant to the
requirements of AID Handbook 13. 
 Inthe case of for-profit recipients of the
grants under this component, the method of financing will be by direct
reimbursement. 
 (Section III.C.3 - Private Sector Pre-Investment Facilitydiscusses financing arrangements under consideration for the actual
pre-investment studies.)
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Table IV 
Methods of Implementation and Financing 

Implementation 
Activity 

Studies 


Operations Support 

-Technical Support & 

Commodities; and 

Insti tutional 
Development
 

Private Sector 

-Pre-Investment Facility 


Evaluation and Audits 


TOTALS 

($000) 

Method of 
Implementation 

AID-direct and/or 

Host Country 

AID-direct 


AID-direct 


AID-direct 


Method Estimated 
Financing Amount 

Direct Payment $ 17,000 

Direct Payment 2,750
 
or Cash
 
Advance
 

Direct 5,000
 
Reimbursement/
 
Cash Advance 

Direct Payment 


$ 25,000 

250 
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C. Implementation and Payment Methods 

Payments under the AID-direct and/or host country contracts will be
made by USAID on behalf of the implementing agency in US dollars and/orPhilippine pesos, at the request of the GOP or the private organization in the case of the pre-investment component. The implementation plan for the PrivateSector Pre-Investment Facility component of the Project isdiscussed in
Section 1II.C.3. Disbursements may also be made directly to the contractors or suppliers by USAID through such other means as the GOP and/or the

contractor/svpplier and USAID may agree upon inwriting. 

D. Audits
 

Responsibility for the audit of all USAID programs and projects

lies with the Office of the Regional Inspector General (RIG). USAID will have
independent audit rights under the project agreement. 
It is expected that
RIG/A will perform routine audits related to this project. A budget of
$50,000 is set aside to finance non-federal audits which may be required under
 
this project.
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V. IMPLEMENTATION PLAN
 

A. Implementing Agencies
 

1. GOP
 

CODA will be the principal implementing agency for the project.
CODA was created under Administrative Order No. 128 dated June 23, 1989 to
serve as an integrated administrative mechanism under the NEDA Board to
coordinate ODA, including PAP funds. 
 The CODA chairman concurrently chairs
the CCPAP and includis various executive department secretaries and Governor
of the Central Bank. 
 CCPAP includes executive, legislative and private
sector representatives and provides policy and advisory services on
ODA-related matters. 
CCPAP handles all external linkages with donor

organizations and national bodies for ODA-funded projects and has assumed
responsibility for overall 
coor ination of the ODA demonstration projects.

CODA, on the other hand, focuses on internal project development and
implementation bottlenecks between and among the government departments andagencies dealing with ODA.
 

PAPS will provide support to CODA through its two operational
offices: (a)the Project Development and Generation Group, which is tasked
with project development, including tracking progress from the identification
 
to implementation phase; and (b)the Project Implementation Group, which has
responsibility for the monitoring of ongoing project implementation and
troubleshootinig for problem projects. 
The two CODA Offices have permanent
directors and basic administrative staff. Other positions are being filled byexperienced professional personnel seconded from other departments and byrecruitme.nt. PAPS will provide major implementation support to the ProjectDevelopment and Generation Group as this unit has principal responsibility for

the project feasibility stage. 

CODA will be responsible for screening requests for submission
to USAID for funding for studies for proposed projects. The proposals
endorsed by CODA may emanate from local government units (LGUs), Regional
Development Councils, line implementing agencies, or congressmen and private
sector through the CCPAP. 
While the system for receiving and screening
requests is still evolving, CODA staff are planning to develop a system which
provides maximum input from and participation by local government officials in
implementing studies. Initial orientation meetings may be held to familiarize
LGU staff with implementation procedures. 
CODA will establish a screening
process and criteria inconjunction with USAID.
 

See Annex F for additional details.
 

http:recruitme.nt
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2. USAID
 

Within the Mission, the Office of Capital Projects (OCP) will be

the implementing office for the project. Overall coordination for PAP
activities will be provided by the Mission's Office of Development Resources

Management (DRM). An OCP U.S. direct-hire project development officer will be

assigned to monitor the project under close coordination with the OCP Chief

Engineer and Office Chief. A foreign service national (FSN) project

management specialist and FSN engineer from OCP will assist with project

monitoring.
 

The Chief of the Private Enterprise Support Office (PESO), a
 
U.S. direct-hire officer, will be tasked to coordinate and monitor the Private

Sector Pre-Investment Facility under the project. 
An FSN specialist will
 
assist with monitoring.
 

Other USAID staff oftices, including the Controller's Office

(CO), DRM, the Contracts Management Office (CMO), the Program Economist's

Office, the Regional Legal Advisor and the Office of Rural and Agricultural

Development, will assist in project implementation and monitoring as needed.
Additional FSN staff may be required for CO and CHO (maximum of one each) to
 
support implementation and monitoring of the contracts and grants under the
 
project.
 

B. Implementation Arrangements 

USAID Review and Selection
 

In order to ensure that studies proposed for financing meet project

criteria and conform to pertinent statutory criteria, as well as to assess

whether the studies to be financed are for projects which USAID may

potentially be interested in financing, the Mission will 
form a PAPS Review
-Committee to review studies proposed for financing under the studies
 
component. The Committee will be chaired by the OCP Office Chief or his
designee and will be composed of representatives of the Offices of DRM,

Controller's, Program Economist, appropriate technical office(s), and the PAPS

Project Officer. Additional mission staff will participate as needed. OCP
 
will serve as secretariat to the Committee and the Project Officer will be
responsible for agenda development, scheduling, and ensuring that appropriate

background material on studies/activities under consideration are distributed

and comments/decisions recorded. 
The Committee chairperson will have
 
authority to approve studies and other activities proposed for financing under
 
PAPS.
 

The Mission will regularly inform AID/Washington (AID/W) of

activities initiated under the PAPS through quarterly project status reports

or other appropriate means. Additionally, where the nature of the study may

lead to a sizeable, high profile or complex project for PAP (MAI) financing,

the Mission will consult with AID/W. 
In those cases where a feasibility study
has been performed and the Mission intends to proceed with detailed design and
financing of the project, the Mission plans to submit, for AID/W approval, 
a
 
Project Identification Document (PID) or PID-like document prior to approving

funding for detailed design.
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C. Procurement Plan
 

The authorized source/origin for procurement under the project is
 
U.S. and Philippines. Procurement will 
follow the relevant AID Handbooks and
 
regulations, including Handbook IB, Procurement Policies; Handbook 13, Grants;

Handbook 11, Country Contracting; Handbook 15, Commodities; Federal
 
Acquisition Regulations and AID Acquisition Regulations as applicable. The
 
procurement plans for technical services and commodities follow:
 

1. Technical Services
 

Technical services for the majority of feasibility studies under
 
the studies component will be procured under one or two AID-direct
 
requirements type contracts to conduct full-scale feasibility studies, update

feasibility studies or collaborate with GOP agencies and/or consulting firms
 
to implement studies on an as-needed basis. Prospective bidders for the
 
principal contracts will be encouraged to participate as consortia or joint

ventures including minority and disadvantaged small businesses and Philippine

firms. Procurement will begin shortly after the signing of the Project

Agreement, including refinement of the scope of work and advertising in the
 
Commerce Business Daily.
 

The use of host country contracting for the requirements
 
contracts has been reviewed but considered undesirable as the principal

approach for the following reasons:
 

- First, the implementing agency, CODA, currently does not have
 
the capacity or authorities to undertake host country contracting.
 

- Secondly, a major concern of both USAID and CODA staff is 
to
 
utilize an approach that provides maximum flexibility and timeliness.

Competing for rltiple services initially through requirements contract(s) was 
identified as an appropriate approach to accomplish these objectives.

Individual feasibility study contracts with multiple GOP departments would 
intensify management effort and time for both USAID and the GOP. Once the 
large AID-direct requirements contracts are executed, a process which is
 
anticipated to take from five to six months for USAID, the time and
 
flexibility to undertake individual feasibility studies will be reduced. To
 
obtain services based on a prepared scope of work, implementation should be no
 
longer than 45 days, allowing for identifying appropriate specialists and
 
getting them in place. During the proposal process, the competing firms will
 
have to demonstrate the capacity to provide a large range of expertise in
a
 
timely fashion. The firm(s) selected will be expected to provide assistance
 
within a 30-day turnaround time.
 

- Thirdly, the type of contracting envisioned requires strong
capacity to implement, including experienced staff, an efficient system of 
work order preparation and approval, and strong financial capacity to manage 
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the contract with its multiple, piecemeal orders. GOP agencies are not
 
familiar with or have known experience with this type of contract. Further,

USAID experience to date with various counterpart departments (including the

Department of Public Works and Highways (DPWH), NEDA, Department of
 
Agriculture (DA), and Department of Local Government (DLG)] for cost
 
reimbursable technical services contracts of $1.0 million or more indicates
 
that the systems and implementation of procedures are inefficient interms of

time and effort. For example, a recently completed contract with DPWH took 16
 
months from the receipt of proposals to contract execution and a contract with
DLG 25 months from advertising to contract execution. Even smaller contracts
 
of $500,000 or less with DA have recently taken as much as ten months to
execute. The GOP guidelines and lack of experience with contracts involving

expatriates appears to increase the time periods. 
 Inaddition to the time

factor, is the lack of available staff qualified to evaluate scopes of work
 
and monitor studies that may not fall ina department's technical capacity.

That is,many of the anticipated projects are expected to require multiple

specialities, including various social scientists, engineers, transportation,

agro-business specialists, etc. Any one GOP department is not likely to have

these important backstopping skills.
 

Notwithstanding the constraints mentioned above, USAID will on a
 
case-by-case basis consider whether, for example, technical studies for large

infrastructure activities can effectively be implemented by the GOP through

the use of host country contracts. However, the assessment would have to
 
ensure that adequate and qualified staff and streamlined systems are in place

to handle the additional workload efficiently. For a limited and case-by-case

basis, additional AID-direct contracts may be used for large, discrete studies.
 

Technical services for smaller project feasibility studies will
 
be provided by three or more locally procured AID-direct indefinite quantity

type contracts (IQCs) for up to $100,000 for each. 
These IQCs will provide

engineering, economic, financial, and technical feasibility services on an

as-needed basis. Studies financed under the small studies funds should cost

less than $25,000; it isanticipated that most will be about $5,000 or less.

Procurement will begin inlate 1989 and Philippine firms will be encouraged to
 
furnish proposals. These contractors will likely work closely with local
 
government officials in carrying out the feasibility analyses.
 

Itis anticipated that USAID will procure technical and related
 
operations support for CODA by contracting through an 8(a) firm. The firm

will provide long-term technical expatriate and local technical services,
 
procure commodities and supplies and render other appropriate support.

Proposals from one or more firms could be requested. The selected firm may be
 
encouraged to consider a 
joint venture with a Philippine firm. Procurement
 
will begin in late 1989.
 

USAID will implement institutional strengthening tasks on behalf
 
of CODA through a grant agreement with an experienced Philippine

non-government organization or an AID direct contract. 
Ifthe latter, the
 
technical support contractor may be encouraged to undertake the activity
through a subcontract with a local organization. Support to the CCPAP will be
 
provided through similar arrangements.
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Arrangements for technical services for the Private Sector
Pre-Investment Facility are discussed in Section III.C.3. 
This basically

involves a cooperative agreement with a 
Philippine private non-governmental

organization for co-financing of pre-investnent studies following good
commercial practice (maximizing competition where appropriate). The exact
procedures will be finalized prior to disbursement of funds for this component. 

2. Commodities 

Limited commodities will be procured by the project.

Procu.-ement will be undertaken locally by the technical support contractor.
 
USAID may procure some commodities directly through a Projecz Implementation

Order/Commodities prior to execution of the technical support contract. 
An

illustrative list of commodities to be purchased under the project is included
 
inAnnex E.
 

D. Gray Amendment
 

USAID has given full consideration to the potential involvement of

small and/or economically and socially disadvantaged enterprises and has
determined that there is potential for Gray Amendment qualifying firms as
 
follows: 

-
 Prospective bidders for the large requirement-type contract(s)
for feasibility studies will be required to include the 
participation of Gray Amendment qualifying concerns as 
subcontractors. 

- A qualifying Section 8(a) Small Business Act firm may be sought 
to provide operations support services for CODA, possibly in 
conjunction with a Philippine firm. 

-
 Efforts will be made to identify qualifying Gray Amendment firms
 
to provide services for one or more evaluations.
 

E. Implementation Schedule
 

The following implementation schedule indicates targeted dates for
 
project actions: 

ACTION DATE ACTOR 

1. Project Documentation 
a. Project Authorization 
b. Project Agreement signed (studies

and operations support) 
c. Grant agreement signed (PIF) 

January 1990 
January 1990 

January 1990 

USAID 
USAID/CODA 

USAID/NGO 
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ACTION DATE 


2. Initial Conditions Precedent met February 1990 


3. Contracting Actions (Studies and
 
Operations Support)
 

Technical Support 
a. Potential firm(s) identified January 1990 

b. PIO/T signed January 1990 

c. Proposal(s) reviewed February 1990 

d. Contract executed March 1990 

e. Contractor in place April 1990 

f. Commodity procurement initiated June 1990 


General Contractor(s) for Studies
 
a. Advertisement placed (local & CBD) January 1990 

b. PIO/T signed January 1990 

c. RFP issued January 1990 

d. Proposals reviewed March 1990 

e. Contractor(s) selection/negotiation April 1990 

f. Contract(s) executed May 1990 

g. Contractor(s) in place June 1990 


Local Indefinite Quantity Contracts (IQCs)
 
a. PIO/T signed January 1990 

b. Advertisement (local) placed January 1990 

c. RFP issued February 1990 

d. Proposals reviewed March 1990 

e. Contractor(s) selected March 1990 

f. Contract(s) negotiated and April 1990 


executed
 
g. Contractor(s) in place May 1990 


4. Pre-Investment Program Grantee
 

a. PIO/T signed January 1990 

b. Grant negotiated January 1990 

c. Grant executed January 1990 

d. Grantee operational Feb.- April 1990 


5. Initial Feasibility Studies
 
undertaken
 
Studies June 1990 

PIF April 1990 


ACTOR
 

CODA
 

USAID
 
USAID/CODA
 
USAID/CODA
 
USAID/CODA
 
USAID
 
USAID/CODA
 

USAID
 
USAID/CODA
 
USAID
 
USAID
 
USAID
 
USAID/CODA
 
USAID/CODA
 

USAID/CODA
 
USAID
 
USAID
 
USAID
 
USAID
 
USAID/CODA
 

USAID
 

USAID/NGO
 
USAID/NGO
 
USAID/NGO
 
USAID/NGO
 

USAID/CODA
 
USAID/NGO
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ACTION 
 DATE ACTOR
 

6. Evaluation
 
a.Mid-Project Evaluation (PIF) 
 February 1991 USAID

b.Mid-project evaluation (Studies 
 January 1992 USAID
 

and Operations Support)

c. Final project evaluation November 1994 USAID 

(al I components) 

7. Project Assistance Completion Date Jan. 31, 1995 USAID 

F. Monitoring Plan 

Monitoring will take place continuously over the life of theproject. The major monitoring responsibility, however, will be borne by
CODA as the implementing agency. To facilitate monitoring, CODA will
develop and maintain a projects database containing the following key
monitoring indicators pertaining to the progress and status of
 
implementation activities:
 

- Number, type and profile of projects identified for
 
PAPS-funding by region/province;
 

- Number and type of development plans (master plans),
including detailed engineering master plans, environmental
impact assessments prepared under this project, and

pre-feasibility and feasibility studies for major
infrastructure investments as well as for economic development
zones;
 

- Project financial performance vis-a-vis planned budgets and 
disbursements. 

For monitoring purposes, contractors' quarterly and annual
 
reports will be submitted to USAID and CODA on the contractors'
activities; status information on the key monitoring indicators; analysis
of the implementation experience, problems encountered and lessons

learned which can be utilized to improve project implementation.
 

The implementing organization for the Private Sector
Pre-Investment Facility will provide USAID with quarterly and annual
 
reports similar to those noted above for contractors, but including

information on the number and type of pre-investment studies and status
of the investment studies, i.e., progress toward the investment becoming
a reality. 
 Itis expected that USAID and the NGO responsible for
administration will consult on the applicability of AID statutory
requirements to proposed studies, appropriateness of reimbursement
 
mechanism, criteria, cost sharing formula, and any other area that the
NGO may request AID involvement. Such consultation will be scheduled at

least every six months and as needed.
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VI. SUMMARIES OF PROJECT ANALYSES
 

A. Technical Analysis
 

Technical analysis for the substantive studies to be conducted
 
under the project are discussed in Section III.C.l.c and Annex G.
 

B. Administrative Analysis
 

The principal implementing agency for the studies and operations

support component, CODA, is newly established and mechanisms for

implementation of project review and implementation monitoring are being
developed. Although the organization has no track record, the staff being

recruited is of high quality and experienced in project development and
 
implementation. Furthermore, USAID will handle the contracting actions for
 
the feasibility studies and technical support. To help ensure smooth

implementation, USAID and CODA will have an initial implementation seminar to
work out details on operating procedures and provide more detailed information 
on USAID requirements. One area needing clarification is the procedure local 
governments and regions will follow in requesting feasibility studies for 
proposed projects. 

PAPS will place a greater burden on USAID for implementation,

including the review of feasibility studies requests, issuance of work orders

under the requirements contracts and closer coordination with other donors.
 
The technical support to be provided to CODA (experienced expatriate project

development officer, environmentalist, and engineer and local assistance for
 
scope of work preparation, in particular) should ensure that feasibility

studies are of high quality. Their efforts should lessen the burden of

implementation for USAID staff. 

With regard to the Pre-Investment Facility, the selected
 
organization's administrator will have feasibility study experience, an
administrative structure and leadership capability necessary to implement the
 
PIF. USAID will monitor the organization's operations regularly and provide

help as needed, especially in the early months of facility operations.
 

C. Financial Analysis
 

The project is expected to have minimum impact on recurrent costs.

Commodity procurement will be limited to computers and other services which 
can be readily and economically repaired locally. The project will not
 
directly increase GOP staffing requirements since the technical support is

being provided to strengthen CODA's capacity to accelerate and coordinate the
 
expanded level of anticipated ODA. Financial analyses for feasibility studies

will follow guidelines discussed inSection III.C.3.c and Annex G.
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D. Environmental Analysis
 

The feasibility studies and technical support to be financed by the
project will not have a 
direct impact on the physical or natural environment.

On this basis, AID/Washington has approved a categorical exclusion for this

project (see Annex I for a 
copy of the Initial Environmental Examination).

However, the project will finance environmental assessments to determine

project vl ,bility and acceptability as discussed in Section III.C.l.c(6) of
this docnent. Such assessments are expected to contribute to ensuring that
activities approved for later funding will 
not have a significant negative

effect on the environment.
 

E. Economic Analysis
 

The project isexpected to bring about increased incomes due to

increased private sector investments, expanded employment opportunities and

increased output resulting from properly identified public and private sector

investment projects. Well-prepared feasibility studies generally result in
 more effective and focused projects and programs which can absorb and better
 use increased investment resources. Quality feasibility studies will ensurethe likelihood of more viable projects and minimize the negative impact,
except in those cases where unexpected external factors beyond the control ofplanners arise. When implemented, public sector projects create economic
opportunities for increased private sector activities and result in"multiplier" effects on investments. These outcomes are in turn likely to
bring about increased employment and value-added output for the benefit of the 
Fi I i pi no people. 

Because of the nature of the project's activities, i.e. preparation of

feasibility studies, it isnot possible to subject the entire project or its
individual activities to standard economic analysis. 
However, since the

economic activities to be undertaken as a result of the project have an impact
*on the economy, the guidelines for standard economic feasibility analysis,

presented inSection III, shall be applied to the actual activities financed.
The criteria for standard economic feasibility analysis provide assurance that

proposed public investment projects will be economically sound and
 
cost-effective.
 



VII. EVALUATION
 

Three project evaluations will be conducted -- one interim on the
 
studies and operations support components, one interim on the Pre-Investment
 
Facility and a final on both. On the studies and operations support
 
components, a mid-term evaluation to be initiated in early 1992 will focus on
 
implementation process. The final project evaluation will be conducted two
 
months prior to the Project Assistance Completion Date in FY 1994. An
 
evaluation for PIF will be scheduled about one year into operations; a final,
 
in FY 1994. Independent contractors will undertake the evaluations.
 

A. Studies and Operations Support (Interim)
 

The following are the proposed evaluation indicators for the
 
studies and operations support:
 

- Effectiveness of CODA assistance and the GOP agencies in
 
defining and developing project proposals for funding under the PAP;
 

- Responsiveness of the project generation mechanisms and
 
operating procedures to screen proposed projects;
 

- Problems encountered in securing and administering the project
 
inputs (contracting for and management of consulting services)

needed to develop the projected outputs;
 

- Extent to which future projects have incorporated the 
recommendations/conclusions emanating from the development plans 
and feasibility studies; and
 

-
 For projects that have resulted from studies undertaken by this
 
project: a) to examine their effectiveness in meeting project

goals/objectives and b) to assess the contribution of the
 
feasibility and planning inputs provided through this project.
 

A joint USAID/CODA committee will be organized for these evaluation
 
activities. 

B. PIF (Interim) 

An evaluation of PIF after approximately 12 months (or earlier if 
deemed appropriate) of operation will review the overall effectiveness of the
 
mechanism in generating viable studies that have had or are expected to lead
 
to private sector investments in the Philippines. Accordingly, it will look
 
at both the PIF structure and the client or investor side of the program and
 
make recommendations for program continuation or changes to improve

effectiveness. The evaluation will analyze questions such as:
 

- Management effectiveness of the NGO administrator; 
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Appropriateness of screening criteria; 

Effectiveness of promotional efforts; 

Whether the PIF isactually addressing a constraint to business
 
development outside NCR;
 

Appropriateness of cost sharing formula;
 

Quality of studies being financed; 

Private sector reaction to PIF and value they see inproviding;
 

USAID support to the facility and problem caused by USAID 
procedures; and
 

- Adequacy of funding level. 

The evaluation team should include private sector business leaders 
from the U.S. and Philippines as well as one USAID professional experienced
with private sector programs. 

C. Final
 

The final evaluation will incorporate the questions addressed in 
the two interim evaluations and focus on impact in achieving the project
purpose--that is,have the studies and related assistance resulted in the 
development and implementation of high-priority projects (public and private)
financed under or in association with the PAP? 
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VIII. CONDITIONS PRECEDENT AND SPECIAL COVENANTS 

In addition to standard conditions precedent (CPs) relating to the

opinion of the Department of Justice and designation of additional
representatives, the following CPs and special covenants are proposed for 
the Project Agreement with the GOP:
 

- CP to First Disbursement of Funds 

Agreement in writing to Project Implementation Orders issued by
A.I.D. for technical services and related operations support

for the CODA and for technical services for studies other than
 
those under the small studies component of the Project.
 

CP to Additional Disbursement of Funds
 

Prior to disbursement under the Grant, or to the issuance of
 
documentation pursuant to which disbursement will be made for 
any purpose other than to finance technical assistance, the 
Grantee will, except as the Parties may otherwise agree in 
writing, furnish to A.I.D. in form and substance satisfactory
to A.I.D., an implementation plan for the institutional support
activities under the Project. 

- Special Covenants
 

(1)The Parties agree that it is desirable to mobilize private

capital in order to complement and help optimize public sector

investments which are supported unrier this Agreement through
 
studies and related activities. Except as the Parties may

otherwise agree in writing, the Parties agree, therefore, that
 
A.I.D. may provide approximately $5,000,000, subject to the
 
availability of funds for this purpose, to assist in the
 
establishment of a private sector pre-investment facility in

furtherance of the objectives of the PAP. 
 The funds will be
 
made available pursuant to an agreement between a
 
Non-Governmental Organization (NGO) and A.I.D. and will be 
provided in addition to the funds made available under this
 
Agreement. The Parties agree further that such funds and the
 
agreement between the NGO and A.I.D. will be provided and
 
entered into pursuant to the Agreement on Economic and
 
Technical Cooperation between the Government of the Republic of
 
the Philippines and the Government of the United States with
 
the rights and protections provided thereto. 

(2)The Parties agree to establish an evaluation program as 
part of the project. Except as the Parties may otherwise agree
in writing, the program will include, during the implementation
of the prcject and at one or more points thereafter: 

- Evaluation of progress toward attainment of project 
objectives; 
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Identiriation and evaluation of program areas or 
constraints which may inhibit such attainment; 

Assessment of how such information may be used to help 
overcome such problems; and 

Evaluation, to the degree feasible, of the overall 
development impact of the project. 

The Private Sector Pre-Investment Facility will be obligated
through a cooperative agreement with a private organization.
Accordingly, no conditions precedent related to this component are 
planned for the GOP/USAID Project Agreement. 
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C inre/A'n Log 	 31 October 1989 

Doctiment No.~ 	 C_ 

~Aminei to 

Mr. Malcolm Butler	 

-

Director 
 .o f 1-

U.S. Agency for International Development =.. . 
Ramon Magsaysay Center C. 
1680 Roxas Boulevard, Manila . - n 
Dear Director Butler:
 

I am writing in my capacity as Concurrent Chairman of both
 
DIV.C TNF he Coordinating Council of the Philippine Assistance Program


- (CCPAP) and the Committee on Official Development Assistance
 
P(CODA).
 

FP
 
DnvAM As you are well aware, President Corazon C. Aquino formally'

x launched the Philippine Assistance Program (PAP) during the Tokyo
XO 

IAlEX0 
f EP conference to promote a broadly based, sustainable economic


cSD growth in the Philippines through an active partnership of public

MD and private interests. It would be imperative, however, that
 
Gso
 
RVI both public and private investments be made with the benefit of
 
C&R sound and comprehensive analytical information. Thus, assistance
 

o__ to help finance the preparation, of quality studies for public and
 
ORAD I private sector investment is nleeded at this time.
 
1P0HN
ICFFPVC(..FIA 	 In this regard, we would like to request direct USAID grant 

mon 	 assistance to the government in the amount of $20.0 million for
 
the proposed Philippine Assistance Program Support (PAPS)

Project. The project will be implemented by the CODA over a
 
-five-year period, with the first tranche expected to be received
 
in FY 1990. The project is designed to assist the government
 
develop and design priority development projects under the PAP
 
the feasibility of critical infrastructure and other public
 
sector oriented investments.
 

To complement and help optimize public sector PAP
 
investments, we believe that private sector capital must likewise
 
be mobilized. Thus, assistance in establishing the feasibility
 
of potential private sector investments is being contemplated.
 
Accordingly, we would like to inform you that the government
 
would also agree to the provision cf $5.0 million in additional
 
U.S. bilateral grant assistance to promote private investment
 
through a non-government entity for use in co-financing of
 
studies, with Filipino and U.S. private sector investors,
 
necessary to establish the feasibility of priority investments in
 
the Philippines.
 

I/
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4e believe these support activities are important for the

achievement of the PAP objectives and shall appreciate 
.your

favo.gable consideration of this request..'
 

Sincerely,
 

RBERTO . VILLANUEVA 
Chairman 

Develo n-et -'AsVe& 

cc: Sec. Raul Manglapus - DFA 
Sec. Jesus P. Estanislao - NEDA
 
Sec. Jose P. de Jesus - Office of the President
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AIDAC ',O ~ /cclion n-cezory: 

E.O. 12356: N/A '" 'Inisl: 
TAGS:
 
SUBJECT: PHILIPPINE ASSISTANCE PROGRAM SUPPORT (PAPS)

PROJECT 
(492- 0452) - PID APPROVAL 

REFERENCE: A. MANILA 24336; 
B. STATE 203872
 

1. 
A-AA/ANE APPROVES THE PROJECT IDENTIFICATION DOCUMENTT-,

(PID) FOR THE PAPS PRO.JECT AT A LIFE OF 
 PROJEC.T FUNDIG,,

OF DOLS 25 MILLION. IN PREPARING THE PROJECT PAPER (PP) • - -----
THE MISSION SHOULD CONSIDER THE GUIDANCE/COMMENTS BELOW. 1.-7
 

5 F.2. PROJECT REVIEW COMMITTEE (PRC) REVIEW OF THE PID
A.UGUST 3 EXPRESSED APPROVAL 
 OF THE MISSION'S BROAD -
APPROA.CH TO SUPPORTING THE MULTILATERAL ASSISTANCE 
 __._.__,INITIATIVE (MAI) OR PAP.. 
W NEED A FLEXIBLE MEC5ANISM , GS _FOR IMPROVING THE EFFECTIVENESS W:TH WHICH OUR AND OTHER
DONORS' RESOURCES ARE USED UNDER THE MAI. 
LiT'
 

_ 

3. GENERAL COMMENTS/GUIDELINE-:
 

RECOGNIZING -THAT THE-PID IS A PRELIMINARY DESIGN 
STAGE,
ANflD THAT THE MANAGEMENT OF THE MAI/PAP IS STILL

EVOLVING, WE SUGGEST SOME G.UIDELINES OR COMMENTS ONLY ON ,=.n
 

THE GENERAL DIRECTION OF THE PROJECT: (MORE SPE CIFICCOMMENTS ARE IN PARAGRAPH 4.) 'I,,.? 
 in •
 

- A. COORDINATION WITH SIMILAR PROJECTS.
 

THE PRC NOTED THAT THERE ARE OTHER AID PROJECTS -- ES]i,,mret --

PROJECT DESIGN (-0343) AND THE MIXED ESF/DA TECIN'CALAn-_

RESOURCES 
(-0432) -- WHICH ALSO FUND PREPARATIONS FOR 
 -
PROJECTS. WE UNDERSTAND THE DISTINCT PURPOSE AND
CONTEXT OF EACH, BUT WE ARE CONCERNED THAT PAPS NOT BE A

DUPLICATION OF EXISTING PROJECTS. 
 THE PP SHOULD SPELL
 
OUT THE RATIONALE FOR A ,EW, SEPARATE PROJECT..
 

WE ASSUME THAT YOU WILL COORDINATE PAPS-AND THESE

PROJECTS WITH THE OTH:'R AVAILABLE FUNDS MENTIONED IN THE
PID (THE GOP FEASIBILITY STUDIES FUND AND THE UNDP FUNr)

AND WILL FUND PAPS ONLY AS MUCH AS NECESSARY TO MEET
NEEDS OTHER SOURCES DO NOT FILL. 
AT SOME STA.GE, YOU MAY
WANT TO CONSIDER CONSOLIDATING THE AID PROJECTS FOR
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SIMPLER Mk.N.AGEYT 

- B. PRIVATE SECTOR ROLE. 

RECOGNIZING THE PRIVATE SECTOR ROLE IN THE MAI 
FROM THE

START IS A SIGNIFICANT STEP FORWARD. 
WE LOOK TO THE
PAPS PROJECT TO PROVIDE PRACTICAL MECBANISMS FOR

INCREASING PARTICIPATION 
FROM BOTH THE PHILIPPINE AND
 
U.S. BUSINESS COiMUN!ITIES.
 

WE NOTE THAT THE PID FOCUSES ON PROSPECTIVE MAJOR

PROJECTS 
INVOLVING THE CENTRAL GOVERNMENT AND LARGE
DONOR INPUTS. THESE PROJECTS DO INDEED NEED SUPPORT FORIDENTIFICATION, DESIGN AND IM?,PLEENTATIO,; HOWEVER, WEALSO LOOK FOR MECHANISMS TO HANDLE SMALLER PRIVATEINITIATIVES, AND THOSE INVOLVING PRIVATE BUSINESS WITH

LOCAL GOVERNMENTS. 
 SOME OF THESE ACTIVITIES CAN ST.ART

SOONER THAN MAJOR PROJECTS, AND THEY MAY SERVE AS
DEMONSTRATIONS WHICH LEAD TO FURTHER PRIVATE INVESTMENTS.
 

- C. ECONOMIC DEVELOPMENT ZONES. 

WE RECOGNIZE THAT THESE ARE PART OF THE GRA';D PLA.m FOp

THE mAI, BUT 
HAVE NOTED NEED FOR CONSIDERABLE

PREPARATION BEFORE FINAL INVESTMENT DECISIOPS IN THE

ACTION PLAN CONTEXT -- SEE REFTEL B, III 
A. (1).
 

WE ASSUME THAT THERE WILL HAVE BEEN SUFFICIENT DIALO-UE

WITH THE ANE BUREAU SO THAT YOU WILL BE SURE THAT 'E AR'E
 

ON BOARD BEFORE YOU. GO TO THE DETAILED ENGj!gERI GDESIGN STAGE. THIS STAGE IS NORMALLY FIINAJCED ONLY WHE.1THEREIS A FIRM EXPECTATION THAT FULL CONSTRJCTION COSTS 
WILL BE FINANCED. 

4. SPECIFIC GUIDELINES/COMMENTS:
 

A A.ENVIRONMENTAL CONCERNS. ACTIO,. OP THE INITIALR.ONEN'TAL•NVI EXA MINATION' (TEE) IS DEFERRED. HOWEVER,

WE NOTE THAT RECENT ENVIRONMENTAL WORK ON SUB-PROJECTS 
OF THE REGIONAL INFRASTRUCTURE FUND PROJECT W!S NOT OF
SUFFICIENT QUALITY JUSTIFYTO ENVIRONMENTAL .FINDINGS 
WITHOUT ADDITIONAL AkALYSIS IN AID/W.
 

WE SUGGEST THAT THE MISSION TAKE ADVA.NTAGE OF THE

CURRENT VISIT (TDY) OF ANE/PD ENVIRO:.'NTAL OFFICER RON'
GREENBERG TO DEVELOP APPROACHES TO IriPROVIkG THE

ENVIPON~.ETAL IN'PUTS TO FUTURE DESIGN, WORK. WE AREESPECIALLY INTERESTED IN THE QUALITY OF THE W*OR: 
 AT THE 
DESIGN STAGE, INCORPORATION' OF ENVIRO. rNTAL COMPONENTSIN PROJECTS THAT ARE IMPLEMENTED, AND IN BUILDING HOST 
BT 

UN CLASSIFIED STATE 259242/01
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UN CLAS SECTION 22 OF (7 STATE 259242 

COUNTRY CAPABILITY FOR ENVIRONMiENTAL A,ALYSIS. WE WOULD 
ALSO SUGGEST INCLUSION' OF AN ENVIRON,1E7-'T.L ADVISER IN
T-!E PROJECT-FINANCED PROGRAM SUPPORT UNIT DESCRIBED IN
 
PARAGRAPH 3 E.
 

FOMAL ACTION ON THE IEE W.iLL BE TAKEN FOLLOWING 
KCTIFICATION OF RESULTS OF DISCUSSIONS WITH GREF.10FR . 

- B. PROCUREMENT CONCERNS. THE PID INDICATES THAT

ONE OR MORE LEVEL-OF-EFFORT" CONTRACTS WILL BE USED FOR

MOST IMPLEMENTATION Of PAPS. WE DID NOT ATTEMPT TOREVIEW THIS APPROACH ON THE BASIS OF LIMITED DETAILS IN 
THE PID BUT ASSUME MISSION WILL mAlrE NECESSARY DECISIONS 
k.3OUT THIS IN IrPLEMENJTATION PLANNING IN THE PP. 

HOWEVER, IF THIS APPROACH IS FOLLOWED, WE STRONGLY
 
SUGGEST THAT A SECTION 8 (A) SMALL MINORITY BUSINESS 
SET-ASIDE BE USED FOR PART OF THIS WORK AND/OR TH&T
 
LARGER CONTRACTORS BE REQUIRED TO INCLUDE S.ALL MINORITYBUSINESSES PARTICIPATION:. 
 THE APPROACH CONTEMPLATES A
VERY LARGE PROCUREMENT OPPORTUNITY IN WHICH SUBSTANTIAL 
PARTICIPATION SHOULD 1E EXPECTED FROM BOTH SECTIO! 8 (A)
FIRMS AND OTHER MINORITY BUSIN.ESSES. 

THE PID ALSO ALERTS A!IE/PD TO A POSSIBLE WAIVER FORCONSULTING SERVICES. IT IS.NOT CLEAR WHAT TYPE OF
 
WAIVER IS INVOLVED. A.NE/PD WILL SEPARATE!.Y CO!MENT ON
 

THIS TO USAID. 

- C. WOMEN IN DEVELOPMENT:. THE PID RECOGNIZES NEED
TUAT STUDIES FINANCED UNDER THE PAPS SHOULD INCLUDE ANASSESSMENT OF THE PROPOSED ACTIVITY'S EFFECT'ON WOMEN.
WE SUGGEST IN THIS RESPECT THAT SCOPES OF WORK SHOULD 
REQUIRE THE COLLECTION AND ANALYSIS OF
GENDER-DISAGGREGATED DATA TO DETERMINE CONSTRAINTS TO 
AND OPPORTUNITIES FOR WOMEN'S PARTICIPATION AND BENEFITS 
IN PROJECT ACTIVITIES. EAGLEBURGER 
BT 
#9242 
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- PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
to projects. 
This section is divided into two
parts. 
 Part A includes criteria applicable to
all projects. 
 Part B applies to projects funded
from specific sources only: 
 B(l) applies to all
projects funded with Development Assistance;
B(2) applies 
to projects funded with Development
Assistance loans; 
and B(3) applies to projects

funded from ESF.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO 
 Yes

DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. FY 1990 Aorooriations__ct 
 The CN expires
 

eA _-634A. If money is to be 
 November 4, 1990.
obligated for an 
activity r.*
t previously
justified to Congress, or f,.c 
an amount
in excess of amount previou..iy justified

to Congress, has Congress bu.-i properly

notified?
 

2. FAA Sec. 611(a). Prior to Yes
--a obligation

in excess of $500,000, will there be:
(a) engineering, financial or other plans
necessary to carry out the assistance;

and (b) a reasonably firm estimate of the
 
cost to the U.S. of the assistance?
 

3. FAA Sec. 611(a)(2). If legjislative 
 N/A
action is required within recipient
country with respect to 
an obligation in
 excess of $500,000, what is the basis for
a reasonable expectation that sitch action
will be )mpleted in time to permit

orderly accomplishment :%f 
the k.urpose of
 
the assistance?
 

9 
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4. 	FAA Sec. 611Lb): FY 1990 Appropriations N/A.

Act Sec. 501. If project is for water or
 
water-related land resource construction,

have benefits and costs been computed to
 
the extent practicable in accordance with
 
the principles, standards, and procedures

established pursuant to thq Water
 
Resources Planning Act (42 U.S.C. 1962,
 
et B_=.)? 
 (See A.I.D. Handbook 3 for
 
guidelines.)
 

5. 	EAA.._jU. .
 If project is capital N/A.

assistance (e., construction), :,nd

total U.S. assistance for it will e"ceed
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 
the country's capability to maintain and
 
utilize the project effectively?
 

6. 	 FAA See. 209. Is project susceptible to No, the project will provideexecution as part of regional or 	 bilateral financing for techmultilateral project? If so, why is ncal assistance feasibilityproject nbt so' executed? Information and studies and commodities under
conclusion whether assistance will 
 the PAP.
 
encourage regional development programs.
 

7. 	 FAA Sec" 601( . Information and a) The project's outputs willconclusions on whether projects will lead to the development of ecoencourage efforts the to:of country 	 nomic zones couldwhich increase(a) increase the flqw of international export production and foreigntrade; (b) 	 foster private initiative and investment..competition; (c).encourege development b) Project will include mechanismand 	use of cooperatives, credit unions, to encourage greater privateand 	davings and loan associations; sector investment in the country.(d) .discourage monopolistic practices; 
 c) N/A.
(e) improve technical efficiency of d) N/A.
industry, agriculture and commerce; 
 and e) Project will provide feasibi(f) 	 strengthen free. labor unions. lity 	studies for infrastructure 

and productive activities that
.ec §_b.)..8. 	 FA . Information and could lead to improved activityconclusions on how project will enc6urage in these areas. 
U.S. private t.ide and investment abroad f) N/A.

and encourage O'rivate U.S. participation

in foreign assistance programs (including 
8. Project will provide incentive
 use 	of private trade channels and' the privatefor U.S. investmentservices of U.S. private enterprise), form of 	

in 
feasibility study finan

cing; it will also encourage 
U.S. private sector involvement
 
as contractors of feasibility
 
studies for major nationwide
 
infrastructure investments.
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9. FAA Secs. 612(b). 6(6I. Describe steps The GOP will provide a countertaken to assure that, to the maximum part contribution of 25% of .theextent possible, the country is 
 total project cost, including
contributing local currencies to 
meet the personal services, office
cost of contractual and other services, 
 facilities and equipment, mainand foreign currencies owned by the U.S. 
 tenance, other operating costs,
are utilized in lieu of dollars. 
 and feasibility study costs.
 

10. FAA Sec. 612(d). Does 
the U.S. own' N/A.
 
excess foreign currency of the country

and, if so, what arrangements have been
 
made for its release?
 

11. FY 1990 Anpropriations Act Sec. 521. 
 If The project will not provide
assistance is for the production of any 
 funding for the production of
commodity for export, is the commodity 
 export commodities. Itwill
likely to be in surplus on world markets fund feasibility studies for
at 
the time the resulting productive industrial 
zones, that could
capacity becomes operative, and is such 
 include export activities.
assistance likely to cause substantial USAID will 
screen proposed
injury to U.S. producers of the same, 
 studies to ensure that studies
similar or competing commodity? 
 for restricted commodities are
 
not funded under the project.
12. FY 1990 Apropriations Act Sec. 547.
Will the assistance (except for programs 
 No. These commodities would
in Caribbean Basin Initiative countries 
 be especially excluded from
under U.S. Tariff Schedule "Section 807," financing under the project.
which allows reduced tariffs on articles
 

assembled abroad from U.S.-made
 
components).be used cirectly to procure

feasibility studies, prefeasibility

studies, 
or project profiles of potential

investment in, or to assist the
 
establishment of facilities specifically

designed for, the manufacture for export

to the United States or 
to third country

markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear,

handbags, flat goods (such as 
wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 

13. FAA Sqe. I19( )_- &. Will the 
 a) No.

assistance: 
 (a) support training and
 
-education efforts which improve tlri
 
capacity of recipient countries to
 
prevent loss of biological diversity;

(b) be provided under a long-term b) No.
 agreement in which the recipient country
 
agrees to protect ecosystems or other
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wildlife habitats; 
 (c) support efforts 
 c) No.
to identify and survey ecosystems in
recipient countries worthy of
protcction; 
 or (d) by any direct or d) No.
indirect means signifi.-.ntly ,1"grade
national parks or simil;ar proLected areas
 or introduce exotic plants or animals
 
into such areas?
 

14. FAA Sec, 121(d). 
 If a Sahel project, 'ias. N/A.
a determination been r..de that the host
government has 
an adeq-iate system for
accounting for and controlling receipt
and expenditure of project funds (either
dollars or local cl'rrency generated

therefrom)?
 

15. FY 1990 Apropriations Act. Title II 
 N/A.
inder heain2.Agencyfor Internatiol
Development.,, 
 If assistance is to be
made to a United States PVO (other than a
cooperative development organization),

does it obtain at 
leait 20 percent of its
total annual funding for international

activities from sources other than the

United States Government?
 

16. FY 1990 Apropriations Act SRec. 537.assistance is being made available to a 
If 	 A qualified, registered 

PV will be used toPVO, has that organization provided upon
timely request any document, file, or 	
implement the PIF
activity.record necessary to the auditing


requirements of A.I.D., and is the PVO

registered with A.I.D.?
 

17. FY 192j0_Appropr 

- A _."i If N/A.
funds 
are being obligated under an
appropriation account to which they were
not appropriated, has the President


consulted with and provided a writt--;
justification to the House an,! Set 
te
Appropriations Committees and hv3 such
obligation been subject to regular

notification procedures?
 

" 
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18. 	State Authorization Sec. 139 (as
interpreted by conference report). 
 Has
confirmation of the date of signing of
the project agree..t,.t, including the
amount involved, bcon cabled to State L/T
and A.I.D. LEG within 60 days of the
agre(..,ent's entry into force with respect
to the United States, and has the full
 
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by

this provision).
 

19. 	Trade Act Sec. 5164 (as interpreted by
conference report), amendinq Metric 

Conversion Act of 1975 Rec. 7.
project use the metric system ofDoes the 
measurement in its procurements, grants,

and other business-related activities,

except to the extent that such use

impractical ir is likely to cause 

is 


significant inefficiencies or 
loss of 

markets to United States firms? 
Are 	bulk
purchases usually to be made in metric,

and 	are compone,ts, subassemblies, and

semi-fabricated -aterials to be specifiedin metric units when economically
available and technically adequate?
 

20. 	FY 1990 _A2r 
11nd-e~r_.z!aing.Imn inl De~velopmenat
Will assistance be .designed 
so that the
percentage of w,.,,,en 
participants will be

demonstrably increased? 


21. 	FY1 ...',riations ActSec. 592(a).
If assistance is furnished to a foreign

government under arrangements which
result in the generation of local
currenci 
", has A.I.D. (a) required that
local c."oc..ncies be deiosited in a
separat. .
count establis!.id by the

recipie'.t ,overnment, (b) entered into an
agreeme',t, with that government providing
the 	amoi,,,t of local currencies to ',e
*generate; and the t-rms and conditions

under wi ich the currencies so deposited

may be utilized, and (c) established by
agreemen!: the respo.., bilities of A.I.D.

and that govertir-.,nt to monitor and
account for deposits into and

disbursements from the separate account?
 

N/A.
 

The metric system is used
 
by GOP for roads/distance.
 
and material procurement.
The use of such measures 
for roads and other infra
structure feasibility 
studies will not, however, 
preclude the involvement 
of U.S. firms or suppliers 

The project will provide
 
assistance for feasibility

studies that may benefit
 
both men and women exten
sively.
 

N/A.
 

http:establis!.id


- 6 -

Will such local currencies, or 
an
equivalent amount of local currencies, be N/A.
used only to carry out the purposes of

the DA or ESF chapters of the FAA
(depending on which chapter is 
the source
 
of the assistance) or for the

administrative requirements of the United
 
States Government?
 

Has A.I.D. taken all appropriate steps to 
 N/A.
ensure that the equivalent of local

currencies disbursed from the separate
account 
are used for the agreed purposes?
 

If assistance is terminated to 
a country, N/A.
will any unencumbered balances of funds
remaining in a separate account be.
disposed of for purposes agreed to by the
recipient government and the United
 
States Government?
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B. FUNDING CRITERIA FOR PROJECT
 

1. D ment Assistance Project Criteria
 

a. Ey -_g-Q_AplQpriations 
Act Sec. 546
(as interpreted by conference report for
original enactment). 
 If assistance is
for agricultura) development activities
 
(specifically, any testing or breeding
feasibility study, variety improvement or
introduction, consultancy, publication,

conference, or training), 
are such
activilies: 
 (1) specifically and
 
principally designed to increase
agricultural exports by the host country

to a country other than the United

States, where the export would lead to
direct competition in that third country
with exports of a similar commodity grown
or produced in the United States, and can
the activities teasonably be expected to
 cause substantial injury to U.S.
 
exporters of 
a simildr agricultural

commodity; or 
(2) in support of research
that is intended primarily to be. 1it
 
U.S. producers?
 

b. FAA Sea. M 
Is special emphasis
placed on use of appropriate technology

(defined as relatively smaller,

cost-saving, labor-using technologies

that are generally most appropriate for
the small farms, small busi;.isses, and

small incomes of the poor)?
 
c. FAASec. 281(b). Describe extent towhich the activity recognizes tti:particular needs, desires, a.:d capacitiesof the people of the country; utilizesthe country's intellectu!.l resources to encourage institutional development; and
supports civic education and training in
skills required for effective
 
participatir.i in governmental and
political processes essential to
 
self-government.
 

N/A.
 

No.
 

Projects proposed by

local government units 
will be eligible for 
direct feasibility
studies support under 
the project.
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d. FAA Sec. 101(a). 
 Does the activity 
 Yes. A screening proce!
give reasonable promise of contributing for feasibility studies
to the development of economic resources, 
to be financed will inor to the increase of productive 
 clude criteria such as
capacities and self-sustaining economic 
 contributing directly tcgrowth? 
increased economic growt
 

e. 
FAA Secs. 102(b). Ill. 113. 281(A). 
 1) The project outputs
Describe extent to which activity will: 
 are expected to disperse
(1) effectively involve the poor in
development by extending access 	
investments of the U.S.
 

to 
economy at local 	 and Philippine private
level, increasing

labor-intensive production and the use of 

sector from cities to
 
appropriate technology, dispersing 

rural areas, thereby
 
investment from cities to small towns and 

extending access of the
 
rural poor to expanded
rural areas," and insuring wide


participation of the poor in the benefits 	
economic opportunities
 
at the local level.
of development on a sustained basis,
using appropriate U.S. institutions; 
 2).N/A.
(2) help develop cooperatives, especially 3) N/A.
by technical assistance, to assist rural
and urban poor to help themselves toward 
 4) N/A.
a better life, and otherwise encourage 
 5) N/A.
democratic private and local governmental


institutions; 
(3) suf.:ort'the'sof-help

efforts of developing countries; (4)

Promote the participation of women in the
national economies of developing

countries and the improvement of women's
 status; and (5) utilize and encourage

regional cooperation by developing

countries.
 

f. FAA ecs. lQ3.1 "3A. 104,. 105. 106, 	 N/A.
120-21: 
 FY1990 AproriationsAc,

TitleII.under hea~lq__b -hax!
 
A 	 . 

1
 
Does the project fit the
criteria for the source of funds
(functional account) being used?
 

g. FY-99np.p_ t~ikJs Act. TiIt2IJ 
 N/A.
under headinc "$jb_I" ,haran Africa. DA"
Have local currencicts generated by the
sale of imports or 
foreign exchange by
the gov..rnment of 
a country in
 
Sub-Saharan Africa from funds
appropriated under Sub-Saharan Africa, DA
been deposited in 
a s[ecial account
established by that government, and 
are
these local currencies available only for
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use, in accordance with an 
agreement with
the United States, for development

activities which are consistent with the
policy directions of Section 102 of the
IAA and for necessary administrative
 
requirements of the U. S. Government?
 

h. A 
 Is emphasis placed on 
use of appropriate technology (relatively
E.aller, cost-saving, labor-using

technologies that are generally most
appropriate for the small farms,'small

businesses, and small incomes of the
 
poor)?
 

A.FASecs:• 110. 124(d). 
 Will the
recipient country provide at least 25
 percent of the costs of the program,

project, or activity with respect to
which the assistance is to be furnished
 
(or is the latter cost-sharing

requirement being waived for 
a
"relatively least developed" country)?
 

j. FAA Sec. 128(b). If the activity

attempts to increase the institutional

capabilities of Private arganizations or
the government of the country, or if it
attempts to stimulate scientific and
technological research, has it been

designed and will it be monitored to
 ensure that the ultimate beneficiaries
 
are the poor majority?
 

k. FAASec. 281(b). Describe extent to
which program recognizes the particular

needs, desires, and capacities of the
people of the country; utilizes the
country's intellectual resources to 
encourage institutional development; and 

supports civil education and training in
skills required for effective
 
participation in governmental processes

essential to self-government.
 

1. FY 1990 Appropriations Act. under 

badjg "Population, DA." andSec.535.

Are any of the funds to be used for the
performance of abortions 
as a method of
family planning or to motivate or coerce
 
any person to practice abortions?
 

N/A.
 

Yes.
 

N/A.
 

Projects proposed by

local governments units
 
will be eligible for
 
direct feasibility
 
studies support under
 
the project.
 

No.
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Are any of the funds to be .used to pay

for the performance of involuntary

sterilization as 
a r-ethod of family
planning or to coerce or provide any
financial incentive to any person to

undergo sterilizati(.ns?
 

Are any of the funds to be made available 

to any organization or 
program which, as
determined by the President, supports or
participates in the management of a
 program of coercive abortion or

involuntary sterilization?
 

Will funds be made available only to
voluntary family planning projects which
offer, either directly or through
referral to, or information about access
 to, a broad range of family planning

methods and services?
 

In awarding grants for natural family

planning, will any applicant be
discriminated against because of such
applicant's religious or conscientious
 
commitment to offer only natural family

planning?
 

Are any of the funds to be used to pay

for any biomedical research which
relates, in whole or in part, to methods

of, or the performance of, abortions or
involuntary sterilization as 
a means of
family planning?
 

m. FAASec. 601(e). 
Will the project

utilize competitive selection procedures

for the awarding of contracts, except
where applicable procurement r~ules allow

otherwise?
 

"n. FY 1990Appropritions Act Sec. 579.What portion of fundsthe will beavailable only for activities of 
economically and socially disadvantaged

enterprises, historically black colleges
and universities, colleges and
universities having 
a student body in
which more than 40 percent of the 

students are Hispanic Americans, and 


No.
 

No.
 

No.
 

N/A.
 

No.
 

Yes.
 

Services for operations
support will be zarried 
out by a qualifying small 
business firm, represent
ing approximately 8% of
the AID -unding. In 
addition, qualifying Gray
Amendment firms may
 
participate in evaluation
 
and as subcontractor
 
under the General
 
Contractor.
 

http:sterilizati(.ns


p.rivate and voluntary organizations which
 are controlled by individ:jals who are
black Americans, Hispanic Americans, or
Native Americans, or who are economically
 
or socially disadvantaged (including
 
women)?
 

o. FAA Sec. i18(c). Does the assistancecomply with the environmental procedures

set forth in A.I.D. Regulation 16? Does
the assistance place 
a high priority on
conservation and sustainable management
of tropical forests? Specifically, doesthe assistance, to the fullest extentfeasible: (1) stress the importance of
conserving and sustainably managingforest resources; (2) support activities

which offer employment and income

alternatives to those who otherwise wouldcause destruction and ofloss forests,and help countries identify and implementalternatives to colonizing forested 

areas; (3) support traini: programs,

educational efforts, and the

establishment or strengthening of

institutions to improve forest 

management; 
 (4) help end destructive

slash-and-burn agriculture by sup}?.)rting
stable and productive farming pracs::ces;

(5) help conserve forests whic 
 h:ave not
 yet been degraded by helping to increase
production on lands already cleared cr

degraded; 
 (6) conserve forested
watersheds and rehabilitate those which

have been deforested; 
 (7) support

training, research, and other actions
which lead to sustainable and more

environmentally sound practices for
 
timber harvesting, removal, and
processing; 
 (8) support research to
expand knowledge of tropic.il forests and
identify alternal.ves which will prevent

forest destruction, loss, or
degradation; 
 (9) conserve biological

diversity in forest areas by sup-*..rting

efforts to identify, establish, and
maintain a representative network of
protected tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
 

Yes. The bulk of the
 
feasibility studies will
 
be for infrastructure and 
thus require environmental
 
assessments based theon 
environmental procedures
 
set forth in AID Regula
tion 16 and the Develop
ment Assistance Committee 
(DAC) environmental guide
lines for OECD member 
countries. 
The project will also 
provide a long-term
technical advisor on 
environment to ensure 
that all studies and plans
have adequate environ
mental assessments 

(I)-(l1) N/A. 

4#1
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condition of support for activities

involving forest clearance or
degradation, and by helping to 
identify

tropical forest ecosystems and species in
need of protection and establish and
maintain appropriate protected areas;

(10) seek to 
increase the awareness of

U.S. Government agencies and other donors

of the immediate and long-term value of
tropical forests; 
 and (ll)/utilize the
 resources 
and abilities of all relevant
 
U.S. government agencies?
 

p. FAA Sec. I18(c)(13). If the
 
assistance will support a program or
project significantly affecting tropical

forests (including projects involving the
planting of exotic plant species), will

the program or project: (1) be based
 upon careful analysis of the alternatives

available to achieve the best sustainable
 
use of the land, and (2)/take full
account of the environmental impacts of
the proposed activities on biological

diversity?
 

q. FAA Sec. 118(c)(14). Will assistance 

be used for: 
 (1) the procurement or use

of logging equipment, unless an

environmental assessment indicates that
all timber harvesting operations involved
will be conducted in an environmentally

sound manner and that the proposed

activity will produce positive economic

benefits and sustainable forest
 
management systems; 
 or (2) actions which
will significantly degrade national parks

or similar protected areas which contain
tropical forests, or introduce exotic
plants or animals into such areas?
 

FAA Sec. 118(c)(15).
r. Will assistance

be used for: (1) activities which would
result in the conversion of forest lands 

to the rearing of livestock; (2) the
construction, upgrading, 
or maintenance

of roads (including temporary haul roads

for logging or other extractive

industries) which pass through relatively

undergraded forest lands; (3) the
 

N/A.
 

)No.
 

2) No.
 

1) No.
 
2) No.
 
3) No.
 
4)No.
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colonization of forest lands; 
or (4) the
construction of dams or other water
control structures which flood relatively

undergraded forest lands, unless with
respect 
to each such activity an
environmental assessment indicates that

the activity will contribute

significantly and directly to improving

the livelihood of the rural poor and will
be conducted in an environmentally sound
 manner which supports sustainable
 
development?
 

s. 
FY 1990 APpropriations Act
 
. If assistance relates to 
 N/A.
tropical forests, will project assist


countries in developing a systematic
analysis of the appropriate use of their
total tropical forest resources, with the
goal of developing a national program for

sustainable forestry?
 

t. FY1990 ApDropriations Act 
 N/A.
Se.53_4(). 
If assistance relates to
energy, will such assistance focus on
improved energy efficiency, increased use
of renewable energy resources, and
national energy plans (such as 
least-cost
 energy plans) which iiiclude investment in
end-use efficiency and renewable energy

resou.:ces?
 

Describe and give conclusions as to how NIA.
such assistance will: 
 (1) increase the
 energy expertise of A.I.D. staff, (2)
help to develop analyses of energy-sector

actions to minimize emissions of
greenhouse gases at 
least cost, (3)
develop energy-sector plans that employ
end-use analysis and other techniques to
identify cost-effective actions to
minimize reliance on fossil fuels, (4)
help to analyze fully environmental

impacts (including impact on global
warming), (5) improve efficiency in
production, transmission, distribution,

and use of energy, (6) assist in

exploiting nonconventional renewable
 energy resources, including wind, solar,
small-hydro, geo-thermal, and advanced
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biomass systems, (7) expand efforts to
meet the energy needs of the rural poor,
(8) encourage host countries to sponsor
meetings with United States energy
efficiency experts 
to discuss the use of
least-cost planning techniques, (9) help

to develop a cadre of United States
 
experts capable of providing technical
assistance to developing countries on
 energy issues, and 
(10) strengthen

cooperation on energy issues with the
Department of Energy, EPA, World Bank,
aad Development Assistance Committee of
 
the OECD.
 

u. FY 1990 ANproprigtions Act. Title II. 
 N/A.
under heading "Sub-Saharan Africa. DA"
(as interpreted by conference report upon
original enactment). If assistance will
 come from the Sub-Saharan Africa DA
account, is it: 
 (1) to be used to help
the poor majority in Sub-Saharan Africa

through a process of long-term

development and economic growth that is
equitable, Participatory, environmentally

sustainable, and self-reliant; (2) being
provided in accordance w4ith the policies
contained in section 102 of the FAA;
(3) being provided, when consistent with
the objectives of such assistance,

through African, United States and other
PVOs that have demonstrated effectiveness

in the promotion of local grassroots

activities on behalf of lnng-term

development in Sub-Saharan Africa;

(4) being used to help overcome
shorter-term constraints to long-term

development, to promote reform of
sectoral economic policies, to -upport
the critical sector prioritie. of

agricultural production and natt.,al
resources, health, voluntary family
planning services, education, and income
generatin', opportunities, to bring about
appropriate,sectoral restructuring of the
Sub-Saharan African economies, to support
reform in public administration and
finances and to establish a favorable
environment for individual enterprise and
self-sustaining development, arid 
to take
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into account, in assisted policy reforms,

the need to protect vulnerable groups;

(5) being used to increase agricultural

production in ways that protect and
 
restore the natural 
resource base,

especially food production, to maintain

and improve basic transportation and
communication networks, to maintain and
 
restore the renewable natural 
resource

base in ways that increase agricultural

production, to 
improve health conditions
 
with special emphasis on meeting the
health needs of mothers and children,

including the establishment of
self-sustaining primary health care
 
systems that .givepriority to preventive

care, to provide increased access to
voluntary family planning services, to
improve basic literacy and mathematics
 
especially to those outside the formal
educational system and to 
improve primary

education, and to develop

income-generating opportunities for the

unemployed and underemployed in urban and
 
rural areas?
 

v. International Development Act Sec. 

711,LFAA Sec 
463-. If project will
finance a debt-for-nature exchange,

describe how the exchange will support

protection of: 
 (1) the world's-.oceans

and atmosphere, (2) animal and plant

species, and (3) parks and reserves; or
describe how the exchange will promote:

(4) natural resource management,

(5) local conservation programs,

(6) conservation training programs,

(7) public commitment to conservation,

(8) land and ecosyst'm management, and

(9) regenerative approaches in farming,

forestry, fishing, and watershed
 
management.
 

w. FY 1990 AropriationsActSec. 515. 

If deob/reob authority is sought to be

exercised in the provision of DA
assistance, are the funds being obligated

for the same general purpose, and for

countries within the same 
region as
originally obligated, and have the House
and Senate Appropriations Committees been
 
properly notified?
 

N/A.
 

N/A.
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2. Deve nt Assistnce Proiect Criteria 
 N/A.

(Loans nly)
 

a. FAA Sec. 122(b). Information and
conclusion on capacity of the country to
repay the loan at a reasonable rate of

interest.
 

b. FAA Sec) 
 If assistance is
for any productive enterprise which will
compete with U.S. enterprises, is there
 an agreement by the recipient country to
prevent export to the U.S. of more than
20 percent of the enterprise's annual

production during the life of the loan,
or has the requirement to enter into such
 an agreement been waived by the President
because of a national security interest?
 

c. 
FAA Sec. 122(b). 
 Does the activity

give reasonable promise of assisting
long-range plans and programs designed to
develop economic resources and increase
 
productive capacities?
 

3. Economic Suport Fund Proiect Criteria 
 N/A.
 

a. 
FAA Sec. 531(a). Will this.
assistance promote economic and political

stability? 
To the maximum extent
feasible, is this assistance consistent
with the policy directions, purposds, dnd
 programs of Part I of the FAA?
 

b. FAA Sec. 531(e). Will this
assistance be used for military or

paramilitary purposes?
 

c. FAAec 
 . If commodities 
are to
be granttd so that sale proceeds will
 accrue to the recipient country, have

Special Account (counterpart)

arrangements been made?
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ILLUSTRATIVE LIST OF COMMODmES 



ANNEX 	E
 

ILLUSTRATIVE LIST OF CL', ODITIES FOR CODA
 

1) 	 Three (3) Desktop Microcomputers (PC-AT) or PS/2s
 

3.5 Floppy Disk Drive
 
5.25 Floppy Disk Drive
 
30 MB hard Disk
 
EGA Card
 
Multi-Synch Monitor 
1.2 MB-RAM 

2) 	 Two (2) PC 386 Microcomputers with:
 

25 MHZ 
4 MB CPU
 
Multi-user interfaces for 8 users 
80 MB Hard Disk
 
MODEM external 2400/1200
 
MODEM Pocket TY 1200/300
 

3) 	 Eight (8) IBM PS/2 Model 30 (as terminal with off-line facility) 

4) 	 Two (2) Lap Top Computers at with
 

20 MB Hard Disk
 
1-3.5 Floppy Disk Drive (Better if 2)
 
Backl ighting Option
 
Built 	In Modem 
Carrying Case
 
Power Pack
 

5) 	 Uninterrupted Power Supply (UPS) to support at least five (5) desk top
 
computers.
 

6) 	 Automatic Voltage Regulators (AVR) to support the UPS and/or desk top
 
computers.
 

7) 	 At least seven (7) EPSON Dot Matrix Printer with 24 pins and wide
 
carriage.
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8) 	Two (2)HP Laser Jet Series II Printer with
 

a) Cartridges for fonts (see catalogue)

b) Additional 8 x 14 paper (legal size) tray on tope of the 8 x 10
 

paper tray
 
c) Expansion card for desk top publishing purposes
 

9) 	At least three (3)"Mice" (pointing device) for Page Maker/Desktop
 
Publishing purposes.
 

10) 	 One (1)Telex Magnabyte to be connected/installed in PC/AT No. 3 (Note:

Telex Magnabyte can only be used with CGA Card. Not EGA)
 

11) 	 One (1)Portable Overhead Projector (Source of light should be from the
 
box not from above to be able to run Telex Magnabyte).
 

12) 	 Xerox Machine with color printing, photostencilling, transparency
 
production capabilities. THE FASTER THE BETTER.
 

13) 	 Mimeographing machine - (Again the faster the better).
 

14) 	 Whiteboard with automatic hardcopy of written materials capabilities.
 

15) 	 Velobinder or anything better.
 

16) 	 Text & Graphics Scanners.
 

a) Hand held for graphics (check out "Saba")

b) Desk top for text
 

17) 	 Computer softwares:
 

a) Lotus 	123 vers. 3 or 2.2
 
b) Dbase IVand Dbase III+
 
c) Story board
 
d) Wordprocessing (Word/Wordstar 5.5)
 
e) Desktop Publishing (Page Maker/Windows)
 
f) Harvard Total Project Manager
 

18) 	 PC Tables and chairs for the desktop computers.
 

19) 	 One Fire Vault for diskettes.
 

Source: 	 Project Generation and Development Group, and Project Implementation
 
Group, CODA
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ANNEX F
 

Background on CODA and CCPAP
 

CODA is 
one of seven standing committees under the NEDA Board, created
under Administrative Order No. 128 on June 23, 1989. 
 CODA has two principal
offices: 
 (a)Project Generation and Development Group and Project
Implementation Group. 
 The Project Generation and Development Group is taskedwith project development and preparation, including the tracking of project
proposals from the identification to its pre-lmplementation phases as these
projects are being developed by various implementing agencies. 
 The Project
Implementation Group, on the other hand, is tasked with Implementation, and
monitoring of ongoing ODA projects being implemented by various government

departments and agencies.
 

CODA's project generation group, In particular, was created in response to
the lack of well-developed projects, absence of ODA projects in
a number of
regions, e.g., Region 2, and in poverty alleviation sectors, e.g.,
social/economic development. 
The other arm, the project implementation
office, Ischarged with "accelerating" implementing agencies to get stalled or
slow-paced projects moving, particularly the 44 projects under the "ICU"
(Intensive Care Unit). 
 CODA provides oversight of ODA implementation and has
direct link with Implementing agencies for project development and
Implementation. 
CODA's mandate includes the power to intervene in the
Implementation cf foreign-assisted projects by an agency, e.g., 
to create a
new project team if the old one Is 
not operating as expected, to replace
 
contractors, etc.
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The Project Implementation Group currently has the following staff: 

consultants, 2 full-tme coordinators and a number 
 of project facilitation
 
(PF) teams composed of staff from other agencies. The PF teams (10 in all)
 
meet once a month with implementing agencies and report 
for 1-2 days for a 
wrap-up meeting with PFC. In addition, they have quarterly PFC meetings and 
annual workshops. For FY 1990, the implementation group plans to have 24
 
staff with regular positions, in addition to 6 consultants and 10 full-time 
technical staff seconded to CODA by implementing agencies. Salaries of these 
seconded staff will be provided by the implementing agencies. Thc.Project
 
Facilitation Committee (PFC) comprises the core of the Group.
 

The Project Generation and Development Group will have 8 senior staff 
and a stable of consultants to be fielded to the regions to assist the local 
units generate viable and fundable projects, and anticipates a full-staffing 
of 20 persons, including administrative support staff in FY 1990. 

CODA's MIS will develop a project monitoring system common to both
 
implementing and oversight agencies and will 
use a combination of IBM-PS-2
 
(microcomputers) and AS-400 (an IBM minicomputer system with a very capable
 
database software). 
The CODA-MIS will link up the Project Management Offices
 
(PMOs) of implementing agencies to track ODA projects. Currently, the project 
implementation office tracks the following information: foreign exchange 
disbursements, physical accomplishments, loans and subprojects on a monthly
 
basis. It does not, however, monitor ESF projects.
 

In relation to CODA, CCPAP serves as a channel for legislative input
 
on ODA. 
It provides policy and advisory services on ODA-related matters and
 
has for its members 13 cabinet secretaries, 2 senators/congressmen and 3
 
representatives from the private sector. 
CCPAP is functionally divided into
 
two groups: the National Relations Group which serves as the liaison among
 

/1 
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the executive and legislative branches of government, NGO networks, Regional
 
Development Councils (RDCs), local government units and the private business
 
sector; and the International Relations Group which generally functions as the
 
window to the external assistance community. CCPAP provides marketing support
 
for projects identified for PAP funding; CODA on the other hand, focuses on
 
internal project development and implementation bottlenecks among the
 
government departments and agencies dealing with ODA.
 

NEDA (Secretariat) on the other hand will provide the following 
functions for CODA: ODA programming and technical evaluation of projects.
 
NEDA through its Regional Offices, which serve as the secretariat for the RDCs 
will provide the link to NEDA Central for ODA assistance. The ROCs are
 
responsible for approving provincial plans submitted by provinces. 
When the
 
project becomes operational, the regional staff will need to be trained to 
do: a) terms of reference/scope of work, b) manage consultants, and c) screen 
project proposals, using the standards to be set by CODA. 
NROs/RDCs will
 
likewise need to be strengthened to prepare specific project proposals using
 
consultants to be fielded at the regional level. 

CODA is currently developing standard procedures through which other 
GOP agencies will prepare and submit requests for specific feasibility and/or 
engineering design studies. 

In addition, the Project Implementation Group, which has the Project 
Facilitation CowIttee, (PFC) as its core staff, and the ODA implementing 
agencies, have h&d years of experience in administering contracts with U.S. 
and/or local consultants to carry out feasibility and other investment studies 
financed by A1 and other bilateral and multi-lateral agencies. 

Attached are Administrative Order No. 128 creating CODA and the 
organization and process chart for ODA management showing the linkages among 
CCPAP, NEDA Board and CODA as well as the responsibilities of these agencies 
with respect to the ODA process. 
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Sul'jce'l io 0!c :ipuiuova:l of ithr isidcmi anl ais may 6c. 
ntlhjtho-7.rcl1)) tyile >I1E1,DA 1lomrd, [lieCouiuiIlc mayi~ caiic [li 
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:."'ilcigem teamu:s for tile Imrpose vc cu c sr ill 
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guvrninmcmli. I ic I 2( ig 'govcrmi cmi .. ownecd or col noll corpai 111s,mih 
jiarticilirdy tile. 0 (fieC or im iPrcsitcm, EDclammmcm of Fimi m1cC, Centraul 
Bank, Dcpartmtii of Tratde anid industiry , NEDA), Secictaril .ind Dliir:mica 
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By tile Presidcnc: 

AALNO MACARAI13,JR/
 
Exccuttivc S~ccrelnry
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ANNEXG 

I. ECONOMIC ANALYSIS (Some Indicative Features) 

DETAILED GUIDELINES 

A. Quantitative Economic Analysis 

Quantitative economic analysis should consist of cost-benefit, cost-effectiveness and 
least-cost analyses (ifpossible). 

1. Cost-benefit analysis isan assessment of the economic desirability of a project by 
comparing the real economic benefits of aproject with its real economic costs over time. ItIsamethod 
for weighing aftematives interms of opportunity costs and their relative contribution to objectives. 

2. Cost-effectiveness analysis allows the selection of adesign from among alternative 
options by comparing the costs and benefits/gains of the project. ItIsalso referred to as Internal 
efficiency analysis whereby evaluation Isdone on the relationship between costs and the stated 
objectives of any project or whatever indicators of their attainment. 

3. Least-cost analysis IsIntended for projects whose benefits are largely immeasurab.e 
and Involves acomparison of costs of alternative project designs inorder to determine which of those 
designs represent aleast-cost solution, and Is,therefore, preferable. 

C. Some General Features 

Inthe conduct of cost-benefit, cost-effectiveness, and least-cost analyses (ifpossible), 
the following general features, whenever applicable, should be Incorporated as a minimum requirement: 
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1. Both costs and benefits should be calculated on an incremental basis, that is,only 
those portions of costs and benefits that are due to the project (with project/without project method). 
Assumptions and methodologies used inthe calculations should be stated clearly inthe feasibility study 
to enable verification and review. 

2. The costs and benefits of a project are measured against an alternative situation 
generally that of not proceeding with the project at all. Thus, benefits and costs are those expected
 
from the project over and above those expected without it.Costs are reduction in income suffered 
elsewhere due to the project's use of scarce resources. Costs are generally of two types, namely those 
pertaining to Investment or capital cost and those costs incurred Inrelation to the operations of the 
project. Benefits are the additions to total income brought about by the project or other non-quantifiable 
or non-monetary gains resulting from the project. 

3. Measure the "real" economic value of any Input and output: 

a. Use "shadow prices' or "opportunity costs' Inplace of (nominal) market 
prices. The goal of economic analysis Isto determine the economic feasibility of the project from the 
point of view of the whole society (whether spending scarce resources ina particular way is sensible 
for society) but market prices do not often send the correct signals because market prices often do not 
reflect real resource costs to society due to market failures and Institutionalized distortions. 

(I) For Instance, the existence of unemployment or underemployment Isprima fade 
evidence that the 'opportunity cost' of unskilled labor Islower than the market wage. This "opportunity 
cost' or "shadow wage" Isthe wage rate that would reduce unemployment to that voluntary level 
necessary for labor mobility. 

(II)The "shadow price' of foreign exchange isoften higher than the market price 
given by the official exchange rate due to currency, exchange controls, Import quotas, high Import 
tariffs, etc. 
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(iii) The 'shadow price' of capital indicates the premium placed on saving and
 
investment over consumption inproject evaluation. For instance, the Philippine economy has not
 
reached the desired level of saving and investment as shown by the higher rate of planned saving rate 
than the actual rate i;,the past years. Because of political and institutional constraints, the government 
isgenerally unable to atin the optimum level of saving and Investment through the use of monetary 
and fiscal policies. Real interest rates, especially in times of high inflation are often lower than 
opportunity cost of capital because of government policy to encourage certain investment activities. 
Similarly, capital may be undervalued because capital goods are often imported at preferential 
exchange rates or without significant tarffs or other taxes. There isaneed therefore to estimate what 
social discount rate correspnds to the scarcity value of capital Inthe economy. 

b. As., umpions as to the value of the different shadow prices should be 
explicitly stated inthe feasibiliy study, including all other assumptions made as to the valuation of 
Inputs and outputs. Immeasurable costs and ben6fits should be noted, their Importance discussed, 
their likely net positive or negative effect on the project analyzed. 

(I) NEDA estimated the national shadow wage of unskilled labor to be 81 percent of 
their market wage. With regard to skilled labor, NEDA estimated that their shadow wage Isequal to 
their market wage. 

(ii) The Philippine peso Is estimated by NEDA to be overvalued by a range of 
around 16-20 percent Hence, the shadow price of foreign exchange Is 1.2 times the official exchange 
rate. 

(iii) The social discount rate curently used by NEDA is15 percent 

(iv)Contractors are advised to consult NEDA on any updates of these estimates. As 
to the shadow wage of unskilled labor, itwould be desirable if contractors can obtain or provide (and 
substantiate) location specific shadow wage estimates for unskilled labor. 
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c. Transfer payments such as subsidies and taxes have to be netted out of the 
values of inputs and outputs inorder to arrive at economic or "real" values. This isdcne because 
transfer payments do not involve payments for the use of scarce resources since they only mean that 
the flow of resources changes only from one person to another. 

d. Financial or accounting costs such as Interest, depreciation and sinking fund
 
payments should be excluded from the real costs of the project.
 

e. Local or domestic component of costs should be valued at their market prices 
while the foreign or imported component plus, ifpossible, any direct Import content of the local 
component should be adjusted for the shadow foreign exchange rate. 

4. Compare inputs and outputs over the economic life of the project through the use of 
time discounting factor. This isbased on the principle of the time value of money. Since project costs 
and benefits occur unevenly over time, they have to be discounted to be able to compare them. 

5. Calculate the net present value (NPV) and the benefit-cost ratio (BCR) by comparing 
discounted values of costs and benefits or estimate the Internal rate of return (IRR) using undiscounted 
benefits and costs. Aproject Iseconomically worthwhile If: (1)its IRR Isat least equal to the social 
discount rate of 15 percent; or (2)its NPV Ispositive or its benefit-cost ratio Isgreater than one at the 
given social discount rate. 

6. Perform sensitivity analysis on the IRR, NPV and BCR by varying critical 
assumptions made so as to determine their Impact on the project's viability. For Instance, Inestimating 
the project's benefits, acritical assumption Ismad6 on time savings for road project. Varying estimates 
of the time savings will show the extent of its effect on benefits, hence on the project's viability. 

7. Provide conclusions and recommendations from results, including measures to 
reduce project risks indicated by the sensitivity analysis. 



-5.
 

II. FINANCIAL ANALYSIS 

Detailed guidelines for financial analysis are contained InAppendix 3D of AID Handbook 3 
and should become an Integral part of studies especially ifAID funding Isbeing considered for project 
financing. 

The purpose of financial analysis Isto ensure that aproposed project will be financially viable 
and sustainable that the stream of projected expenses can actually be financed as planned. If 
subsidies are required, they should be transparent and considered Inthe deliberations on whether to 
proceed with aproject. Financial Analysis isalso used to determine the profitability of aproject from 
the standpoint of an individual, public or private entity. 

Financial analysis ismost valuable inthe case of revenue producing projec& where profit or 
cost recovery are key !) the investment decision. The analysis Isastraightforward assessment and 
review of the participating entity's past and present finandal condition, capital structure, financial 
practices and Ifappropriate, planned changes inorganization and operating methods, which would 
Impact on an entities financial viability. Financial analysis of revenue producing projects uses actual 
and projected costs and revenues, taking into account all expenses Including taxes, Interest and all 
revenues including items such as government subsidies. The two most common tools used in 
analyzing the financial impact of the project are the projected statement of sources and applic;Von of 
funds and the projected income statement. The statement of sources and application of funds Isused 
to determine Ifthe project participants will have suffident and suitably timed cash flows. The projected 
Income statement normally shows the annual Income or loss to the participants during the life of the 
projec. 

For some projects, an economic analysis will be more appropriate than financial analysis. 
Economic anaysi, isconcerned with the costs Incurred and the benefits obtained by the society as a 
whole. Ituses constructed values, i.e., 'shadow prices" and opportunity costs', disregarding all costs 
which represent transfers between members of the same community, but including costs borne by 
entities other than the direct participants. 
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For projects which do not generate revenues, profitability measures and assessments are not 
appropriate. Inthese cases, the financial analyses which may be performed are budgetary analysis, 
intitutional analysis and least cost analysis. Analyses would also be directed at establishing the 
likelihood of resource availability to sustain the project overtime, e.g., for operations and maintenance 
Budgetary analyses would Indicate the amount and timing of financial resources required to operate 
and maintain the project and an evaluation of the entity's ability to finance operating costs after AID 
financing has ended. Institutional analysis would assesses the ability of the entity to manage and 
discharge its financial responsibilities during implementation and after completion and should 
recommend any needed changes Infinancial management practices. 

Least cost analysis estimates the monetary value of inputs required under alternative 
methods of achieving the project goals and identifies the least cost alternative. 

t 
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II. ENVIRONMENTAL ANALYSIS (Guidelines) 

OUTLINE FOR ENVIRONMENTAL ASSESSMENT* 

1. 	 Executive Summary and Recommendation 
2. 	General Purpose 
3. 	Collaboration with the Government on Preparation 
4. 	 Content
 

Summay. Major environmental issues, mitigation requirements, monitoring
 
requirements and conclusions.
 

Purpose: Proposed Action and Alternatives (Brief Description) Affected Environment for 
Major Issues (includes only potential major areas) 

Potential Environmental Effects:
 
- During construction/during operation
 
- Unavoidable
 
- Determine if short-term or long-term
 
- Determine if irreversible/reversible
 
- Determine ifsignificant/not significant
 
- Discuss direct/indirect effects
 
- Negativepositive
 

- Special topics of concern:
 
Rare and endangered species 
Biologically diverse areas 
Tropical rain forests (AID isforbidden by FAA to fund construction or 
rehabilitation of roads inprimary and high quality secondary forests) 
Archeological and historical sites 

Mitigation plan to reduce/offset negative effects monitoring plan during O&M phase or 
when effects need to be monitored because they couldn't be determined during the EA. 

Conclusions 

*Developed for Rural Infrastructure Fund Project. 
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GUIDELINES FOR SCOPING SESSION REPORT 

1. 	 Executive Summary 

2. 	 Purpose and location 

3. 	 Brief description of proposed project with maps, tentative schedule, and diagrams (This should be 
prepared before the scoping session). 

4. 	 Matrix of generic effects from proposed project (Prepare before scoping session but leave room to add 
items). Matrix should cover construction and post-construction. When used early enough, this allows a 
phased screening of items. 

5. 	 Ust of a)potential major environmental effects of the project and b)environmental effects which may 
negafively affect the success of the project (i.e., for Irrigation or hydropower, upper watershed erosion 
may reduce the life of aproject. Itisgenerally less expensive to protect the upper watershed than to 
reduce the life of a project.) 

6. 	 Ust of potential skills needed for analysis. 

7. 	 Schedule when report isneeded. 

8. 	 Draft scope of work and budget for follow up. 

9. 	 Ust of participants invited and attended. Should include national and local GOP officials, NGOs, 
community representative, AID project officer, and environmental specialist. 



PLANNING STEPS FOR ENVIRONMENTAL SCREENING 

1. 	 Early pre-feasibility stage 

o 	 Identify generic environmental problems associated with proposed project; 
o 	 Obtain or develop achecklist of these potential issues. 

2. 	 Pre-Feasibility to Feasibility Stage (or for AID projects, PID, PAIP) 

o 	 Prepare an Initial Environmental Examination (lEE) to determine Ifan environmental assessment Is 
needed; 

o 	 Review checklist of projects which are a)categorically excluded, b)always require an EA, and c) 
may require an EA (gray areas); 

o 	 The lEE would be about two pages for categorical exclusions, two to three pages for required topics, 
and 2to 10 pages for gray area projects. 

3. 	 Feasibility Stage-Scoping Session 

o 	 Ifan EA will be prepared, hold ascoping session early on 
o Focus on primary major Issues
 
o 
 Include GOP, NGOs, community, engineers, AID and environmental specialist inscoping session. 
o 	 Prepare scope of work for EA. 

4. Feasibility Stage-Environmental, Economic, and Engineering Assessment 

o Include environmental considerations insiting stage;
 
o 
 Establish aschedule to have major engineering and environmental outputs that provide feedback at 

several stages; 
o Engineering should identify altematives early on. When alternatives are identified, EA should begin 

rapid assessment to identify major environmental issues with given approach; 

/
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o Conduct field reviews and detailed assessment of major Issues on short list of alternatives; 
o Jointly review options with engineering design. Determine itrevisions inengineeri,.,jdesign areneeded to mitigate environmental effects; 

0 Finish draft E.A; 

o Select final alternative; 

o Develop adetailed mitigation plan for the selected alternative; 

o Prepare final FA 

5. GOP and Mission Review 

o Should be done at lEE stage, SOW for EA, scoping session, Preliminary environmental reviews, 
draft EA, selection of alternatives, mitigation plan, and final iA; 

o Mission review should be from a)environmental contractor, b)Mission review committee of ProjectOfficer, Mission Environmental Officer, representatives from project committee. 

6. AID/W review. 

o Will take the longest when Mission review islimited and environmental specialist is not hired; 
o Required for lEE, scoping session report and SOW for EA, draft EA and final EA. 



IV. SOCIAL SOUNDNESS ANALYSIS (Guidelines) 

A. Socio Cultural Context: Statement of the Problem inHuman Terms 

1. Interms of the way of life and basic needs of the people who would be affected by the project, 
what are the primary problems of poverty and development with which the project would tryto dil? A social 
analysis will be of much greater significance and use if it begins by trying to get at the heart of the problems of 
the people for whom the project would be designed and does so interms of their values and soco-cultural 
organization. 

2. Inwhat ways would or could the proiect atempt to deal with these problems of the peol 
inovd? 

B. Mutual Adaptability 

1. Features of the Social Environment InRelation to the Project 

What features of the people's lives are most likely to affect and be affected by the project? In 
particular, which of their existing coping systems (farming, fishing, herding, land use, water use, marketing, 
credit, transportation, nutrition, sanitation, health care, reproduction, education...) are likely to interact with the 

2. Implementation Constraints 

Given the changes S~iat would occur during project Implementation in the operation of the 
people's system(s), and given the socio-political forces noted above, what difficultiesIn Implementing the 
project can be realistically anticipated? 

* The set of questions included here are excerpted from areport prepared by Jasper Ingersoll, Mr. Sullivan 
and B.Lenkerd, "Social Analysis of AID Projects: AReview of the Experience." 
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C. Participation 

What sorts of participation did various types of local people and officials have inthe identificaion 
lple-d? What sort of participation are they having inthe den phase,and are they likely to have in 
implementation and evaluation phases? What resources have they contributed? What eviderce exists that 
they have been consulted? What additional forms of participation could be proposd.J for project design? 

D. Benefit/Cost Incidence 

How would the benefits and burdens of the prolect be distrilted among the different types of paop 
Inthe project population? Of these different types of people (by sex, age, ethnic group, occupation, wealth.. 
.)who would benefit. who would lose or suffer. and who would not bX affected? Inaddition to t',:)e of 
individuals, would some types of institutions or communities tend to bonefit, lose, or be unaffected by the 
project? What secondary or indirect benefits and costs are likely to flow from project lmplermentation, and 
which types of people are likely to receive these benefits and incur the costs? InaJdition to material benefits 
and costs, what main sorts of psychological and social costs and benefits are likely to result from project 
implementation, and what sorts of people are likely to become the recipients? How might this change during 
different stages of the project? 

Inthe light of the issues discussed above, what isthe potential of the project for equitable 
distribution of benefits and burdens among the people to be affected? What realistic social recommendations 
can be made to improve the equity of distribution of project benefits and burdens among the people affected? 

E. Spread Effects: Diffusion, Sustainabirity, and Replicability 

What are the prospets forproject results diffusing through space and being sustained through 
fmfe? More specifically, what are the realistic possibilities of project btynefits diffusing to people within the 
project area but not originally Included as beneficiaries, and to people living outside the project area? Given 
the special and general characteristics of the project inits social setting, what are the prospects of project 
results being replicated outside the primary project area? Given the degree of fit of the project design in its 
social setting, what isthe potential for sustained project results beyond the projected end of AID assistance? 
What realistic recommendations can be made to enhance the diffusion and durability of project benefits? 

) 

,," 
0 
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Given the natural tendency of project designers toward op'rmistic, hopeful projections, social 
analysts should be especially careful to base their assessment of the future potential of projects on critical 
analysis of current conditions and realistic appraisal of future trends. 



ANNEX G
 

Illustrative Economic Development Studies
 

The studies and related analyses for an economic development zone may 
include the following:
 

- Business/Investor Survey: Prior to any detailed feasibility
work on a zone, basic survey data should be developed and
 
evaluated. This will include collection and analysis of
 
information on the economy of the zone's service area, its
 
relation to the national a.id regional economy, the zone's 
business climate and constraints to growth and its comparative
advantages. There should also be a survey of potential investor 
attitudes toward making additional investments in the zone.
This initial survey should give some indication as to whether 
investment benefits to the zone would indeed overcome investment
 
constraints and yield a viable project. These surveys would
 
also identify areas for further analysis.
 

- General Physical Master Plan: The plan would provide the 
spatial and cross-sectoral framework for investments. Itwould 
identify land-use issues of the zone, especially where an 
agribusiness complex or industrial park is contemplated, and 
would also define the overall levels of raw materials and 
physica.1 inmut to meet the percelved rui-UetsL . IL would 
provide an estimated magnitude of the project's requlirements for 
energy, water and sanitation, transport, warehousing, and other 
utilities. It would develop a rational approach towa,'d 
developing the project area while ensuring preservation of the 
natural environment. The plan may further define the 
requirements for follow-on studies and issues for further 
analysis. 

- Resource Inventory: This study would define the physical 
resources of the area and compare the inventory against needs to 
determine the shortfall of required resources. It may involve 
airphoto mapping of the general area to determine the available 
resources, the optimization of the placement of utility centers,
 
as well as the physical location of future transport facilities,
 
the timing of utility expansion, and any housing requirements.
 

- Human Resources Evaluation: This will involve the 
determination of the number and kind of skilled and unskilled
 
workers available in the zone. For ar obvious shortfall,
 
training needs can be identified, such as the need for
 
additional or new non-formal or vocational centers. The 
evaluation will also determine to what extent the agricultural 
base requires additional on-farm resources, including such areas
 
as agricultural extension, training and farm credit to maintain
 
and expand any increased requirement in the flow of raw
 
materials to the zone. 
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- Transportation Requirements: This study would determine an 
expansion program to provide the necessary transportation 
support such as roadway improvements, air cargo, sea cargo and 
ancillary storage facilities to accommodate anticipated
production flow -- i.e., an inter-modal transshipping depot and 
other origin/destination transport network requirements. 

- Utilities Requirements: The magnitude of resources for 
industrial water, potable water, electrical power, solid waste 
disposal, and sewerage requirements will be determined in 
accordance with U.S. and GOP standards (and other donors as
 
appropriate). From the resource inventory, recommendations for 
specific detailed engineering for each utility can be made. The 
study could provide a long-term plan (20 years) for the zone's 
utility requirements. 



SUMMARY OF AGENCY FTVIRONMENTAL PROCEDURES 

(Title 22 Code of FeCeral Regulations [CFR], Part 216)
 

The following is a simplified summary of the Agency's

Environmental Procedures. 
Compliance with these procedures is a
 
Federal requirement as well as Agency policy. The text of the
 
procedures, which is contained in Handbook 3, Appendix 2D, should
 
be consulted in ll instances.
 

Puri os:
 

To implement the requirements of the National Environmental
 
Policy Act (NEPA) as they affect the A.I.D. program
 

A.I.D. Policy:
 

I. 	 Ensure that the environmental consequences of
 
A.I.D.-financed activities are identified and considered by

A.I.D. and the host country prior to a final decision to
 
proceed with an a'ctivity and that appropriate environmental
 
safeguards are adopted;
 

2. 	 Assist developing countries to strengthen their
 
capabilities to evaluate the effects of development

strategies and projects and implement effective
 
environmental programs;
 

3. 	 Identify impacts of A.I.D.'s actions upon the global

environment which affect the common and cultural heritage
 
of all mankind; and
 

4. 	 Define environmental limiting factors that constrain
 
development and carry out activities that restore the
 
renewable resource base.
 

ImRlementation:
 

1. 	 As part of the Project Identification, Document (PID) or
 
Project Assistance Initial Proposal (PAIP) preparation, an
 
Initial Environmental Examination 
(IEE) is prepared that
 
contains a Threshold Decision as to whether a) an
 
Environmental Assessment (EA) or Environmental Impact

Statement (EIS) will be required or b) the project is
 
exempt under a Categorical.Exclusion. PP Amendments or
 
Eei are also subject to the procedures and require
 
the preparation of an IEE.
 

The IEE is usually prepared by the officer responsible for
 
PID or PAIP design. It is reviewed by the Mission
 
Environmental Officer and the Mission Director or designee,

and submitted to the Bureau Environmental Coordinator for
 
approval.
 

( . 
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2. If an EA or EIS is required., the.following steps are taken:
 

(a) 	 A Scoping Session or process is initiated in the host
 
:country by the project officer to idntify the significant
 
issues to be addressed in the EA or EIS. The scoping

session involves relevant experts and representatives of
 
host governments, private institutions, A.I.D. staff and
 
contractors. 
This results in a written scoping statement
 
with a discrete list of issues to be addressed in the EA or
 
EIS, those eliminated as not significant, and a scope of
 
work (SOW) for the EA or EIS. 
The SOW will contain a
 
schedule for analysis, how it will be conducted, and the
 
disciplines required to conduct the work.
 

The scoping statement is then reviewed by the Mission
 
Environmental Officer prior to review and approval by the
 
Bureau Environmental Coordinator/Officer.
 

(b) 	 Priorto or during the preparation of the Project Paper

(PP) or PP Amendment or Extension, the EA or EIS is
 
p by the office originating the project in
 
accordance with the scoping statement. The EA contains an
 
analysis of the reasonable forseeable effects of a proposed

project/program on the environment, looks at alternatives
 
to the proposed acti6ns, and identifies actions that should
 
be taken during PP design to mitigate environmental
 
effects, and determines funding needed in the project for
 
mitigation and evaluation.
 

(c) 	 In cases where a project explicitly plans to design

activities for funding during the course of theproject, it
 
may not be possible to prepare an EA or EIS prior to the
 
completion of a PP. 
 In these cases, two modifications are
 
required. First, the PP should describe the plan to
 
complete environmental analysis including management

options and providing.sufficient funding for any required

environmental analysis. Second, the EA or EIS must be
 
scheduled and completed in the project along with other
 
implementation activities in such a way that project

implementation is not constrained by the absence of
 
adequate planning. Further, the EA or EIS must be
 
completed prior to the point that resources in a project
 
are irrevocably committed.
 

(d) 	 The draft EA is reviewed by the Mission and by the B
 
Environmental Coordinator who must clear the EA, even when
 
Missions have delegation of authority for approval of PPs
 
a PA n_.
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(e) EISs are required when the proposed action has a potential

impact on the U.S., the global environment, or areas

outside the jurisdiction of any nation. 
 The review process
is more comprehensive for an EIS, involving U.S. Federal

agencies and the the U.S. public (see Sec. 216.3 
(6) (iii)

of the procedures).
 

Applicability of the Poceju
 

Under the procedures, there are four categories of activities:
 

(1) Exemptions,

(2) Categorical exclusions,

(3) 
 Actions that notzaally have significant impacts on the
 

environment and require EA, and

(4) 
 "Gray area" where the IEE is required to determine whether
 

significant impacts are or are not likely,
 

1. 2tingwhich require A/AID or AA/AID formal approval:
 

- internat,. nal disaster assistance;
 
-
 other emergency situations; and
 
-
 exceptional foreign policy circumstances.
 

2. tegorical EXclusi
 

- Education, technical assistance or training;
 
- Controlled, experimental research of limited scope;

- Analyses., studies, workshops, meetings;.
 
- Document or information transfer;
 
-
 Contributions to international organizations;
 
- Nutrition, health, population and family planning


activities, except for.constructioncomponents;

Commodity Import Programs (CIP), when A.I.D. has no
 
knowledge of or control over use;


- Support to intermediate credit institutions if A.I.D. does
 
not review or approve loans;
 

- Maternal or child feeding programs under Title II 
or P.L.
 
480;
 

- Food for development programs under Title III, when A.I.D. 
has no specific knowledge or control; 

- Grants to PVOs where A.I.D. has no specific knowledge or
 
control;
 

- Studies or'projects that develop the capability of 
countries to engage in development planning; and
 

- Activities which involve the application of A.I.D. approved

design criteria
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- 1idustrial plants;
- Potable water z,4sewe.,ge, -unless small- 'cale; 
- Activities affecting endangered plant and animal speciesand their critical habitat (wetlands, tropical forests,marine habitat,, potected areas);


Pesticides 
(assistance for procurement or use always.
'requires an lEE, see Sec 216.3-(b), p.7) . . 

4. Griy, 	 -arpas- "-
 ' 
 " - '" 
 .
 

- .. When it is "not obvibus that a.project-falls into one of the , . above categories, it is necessary to prepare an -EE
to make
the determ'ination. Mission environmental officers can
assist' in the preparationof theae IEEs. 
Assi;gtance on 'Thp nvironmental Proepdure,"r" 

This. ia.a simplified summary of the Environmental Procedures .and 
the text of the Procedures shuld be'conulted in ,%11 instarnces.More detailed guidance can be obbtairred frm Missio EvironmentalOfficers,and the Bureau environmental staff which includes Molly
 

-uxand Ron' Greenberg; *ANE/PD/ENV plans to add -a staff memberfrom EPA 	sometime this fall. 
In addition, there are environmental IQCs availabletocarrying 	out the required EAs. assist inAt the present time there are two
firms: • 

Dames and Moore,. Louis,Berger' Ins t o en
Anthrplg an 	 gr Institute for Development
ntropology and 
 .
 

Tropical 	Research and Development and KBN.Engineering..
 

Technical assistance is also available from Dr. Mary Lou Higgins,
ST/FENR and Dr. Ben,Waite, ST/AG office for pesticide use and
integrated pest management.
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DAC PRINCIPLES FOR PROJECT APPRAISAL 

As part of their effort to improve aid quality, DAC Members have worked
 
together on a set of principles for project appraisal, covering the whole
 
process from initial project identification to preparation, appraisal,
 
selection and design and to subsequent monitoring and evaluation. In addition
 
to careful economic, financial and technical appraisal, stress is laid on
 
assessments of managerial and institutional capacity, social and
 
distributional effects and environmental impact. This work on individual
 
projects and action to improve developing countries' development policies and
 
programmes are two essential and mutually reinforcing prerequisites for more
 
effective use of external aid and domestic resources. The Principles are
 
therefore complementary to earlier DAC work as reflected in "New Emphasis on
 
Aid for Improved Development Policies and on Strengthened Aid Co-ordination"
 
[PRESS/A(86)6l] which were adopted by the DAC in 1986. 
The project principles
 
stress that pToject selection must be consistent with well-conceived sectoral
 
programmes.
 

DAC Members expressed their strong support for the Principles at the 
High-Level Meeting held on Sth-6th December 1988. They also agreed to review 
their project appraisal and selection criteria and procedures ill Lie light or
these principles and to make adjustments where necessary. They hoped that the 
Principles will be equally helpful to the multilateral development financing

institutions, and to non-governmental organisations undertaking development

projects in developing countries. Donors are ready to work together with
 
recipients to ensure acceptable standards of rigour and developmental

effectiveness in project selection and preparation.
 

The Principles incorporate the following essential elements.
 

- Better investmert management and resource uge in developing 
countries are essential for more satisfactory economic and social 
development. Project survival and viability can be improved through
 
greater rigour in project selection, clearer and more realistic
 
setting of objectives, greater care in design and preparation,

fuller involvement of target groups in design and implementation and
 
quicker adjustment when problems are identified. Donors are ready
 
to work together with recipients to ensure acceptable standards of
 
rigour and developmental effectiveness in project selection and
 
preparation.
 

Copyright OECD, 1988
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The initial selection of projects should be consistent with well
 
conceived sectoral programmes and strategies of the recipient

countries. The broader policy framework in which projects operate

must be such as-to facilitate their success.
 

-- Close consultation between donor, recipient government and affected 
communities in the formulation of objectives and the appraisal of
projects is necessary to ensure that the project responds to the
 
recipient community's needs and that relevant managerial, 5ocial and
 
environmental requirements are taken into account in project design.
 

-- The sustainability of projects is determined by a range of factors 
includin:7 economic soundness, project design corresponding to the 

managerial, technical and financial capacity of recipients,

compatibility with socio-cultural conditions and, last but not
 
least, environmental sustainability -- all of which must be
 
considered at the appraisal and design stage to ensure project
 
success. It is not in the recipient's interest to proceed with

projects which are likely to produce minimal benefits in the short
 
run and to be non-sustainable or non-replicable in the long run.
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DAC PRINCIPLES FOR PROJECT APPRAISAL
 

I. INTRODUCTION
 

Importance of Project Selection and Design
 

1. Better investment management and resource use in developing countries
 
are essential for more satisfactory economic and social development. Project

survival and viability can be improved through greater rigour in project

selection, clearer and more realistic setting of objectives, greater care in
 
design and preparation, fuller involvement of target groups in design and
 
implementation and quicker adjustment when problems are identified. 
Donors
 
are ready to work together with recipients to ensure acceptable standards of
 
rigour and developmental effectiveness in project selection and preparation.:
 

Slope of the Principles
 

2. The principles set out below apply primarily to investment projects.

Members will consider the applicability of relevant provisions to technical
 
co-operation projects and aspects of sector assistance. 
It is important that
 
.all types of assistance are subject to consistent selection criteria and
 
appraisal procedures of high standards. It is recognised also, however, that
 
timeliness of aid is a particularly critical factor in meeting acute emergency
 
needs.
 

Transparency
 

3. The criteria and standards against which projects are assessed, as well
 
as approval procedures and information requirements applied by donors, should
 
be clearly articulated.
 

4. Agencies which have not yet done so are encouraged to publish the
 
essential elements of their project appraisal and selection criteria and
 
procedures and make them available to the recipients of their aid and to other
 
DAC Members.
 

II. RECIPIENT-DONOR PARTNERSHIP
 

Strengthening Recipients' Appraisal and Implementation Capacity
 

S. While project financing decisions are taken jointly by donors and
 
recipients, responsibility for project identification, design an%'
 
implementation rests with the recipient. Strengthening the capacity of
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recipient countries through training and institutional development for project
 
appraisal, design and management including budgeting and auditing is an
 
important objective for donor/recipient technical co-operation.
 

Donor-Recipient Agreement on Essential Requirements and Assumptions
 

6. The contributions and tasks of donors and recipients respectively in
 
project appraisal and implementation should be fully articulated and agreed.
 
Differences between donors and recipients should be resolved before the
 
project is launched rather than left to the implementation stage. Similarly
 
it is important that essential external conditions and assumptions influencing
 
the project's success should be realistic, fully articulated and agreed with
 
the recipient.
 

7. The donor and recipient should agree on the specific steps required,
 
and the time needed for each, for all of the main activities, e.g.,
 
consultancy, training, recruitment, procurement, legislation, institutional
 
changes, donor procedural requirements and so on. Timeframes for projects
 
should be realistic. The use of critical path programming can be helpful for
 
this purpose. Evaluations show that designers tend to underestimate the time
 
required to achieve the objectives set.
 

Agreed Terms of Reference for Feasibility Studies
 

8. Donors and recipients should jointly prepare clear terms of reference
 
for feasibility studies to ensure that issues considered important by both
 
parties are covered. Terms of reference should cover the essential design and
 
sustainability factors reflected in these principles. Feasibility studies
 
should envisage alternative options to enable recipients and donors to make
 
choices.
 

III. PROJECr IDENTIFICATION
 

Importance of Initial Project Screening
 

9. The initial project screening process is crucial. Experience shows
 
that rejection of a project proposal is rare, once major project preparation

has started. A thorough and independent scrutiny of the project and its
 
definition must therefore be undertaken before a decision is made to go ahead
 
with fuller project appraisal and preparation. The use of a project
 
identification memorandum as a required preliminary to the decision to proceed
 
with preparations can be helpful as a practical method to ensure that projects

do not acquire a life of their own at an early stage. Implausible projects,
 
in particular those which are inconsistent with reviewed investment programmes
 
or for which there might be serious doubts on prospects of sustainability,
 
should be eliminated at the start. The aim is to arrive at a short list of
 
projects which should be subject to more detailed scrutiny.
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Clear Specification of Objectives
 

10. A careful specification of the project's objectives is of critical

importance for effective appraisal and the successful implementation of an
activity. Careful specification of objectives is also essential for
 
subsequent evaluation.
 

Contribution of SectorAnalysis and Co-ordination
 

11. 
 Experience shows the utility of sector programmes and strategies which
establish the government's sector objectives, articulate sector level policies
and priorities and identify areas for possible donor support. 
Greater

emphasis could be given to exploring opportunities for a linked series of
projects within a given sector, enabling the use of experience and gains in

institution-building.
 

12. Co-ordination among donors and recipients, within the framework of the
recipient government's sector strategy, is important to encourage sharing of
information and experience, avoid project duplication, promote joint
activities, and gain understanding of sector policies and programmes. 
Other
donors' activities and plans in the sector related to the project should, to
the extent possible, be noted in project documentation.
 

13. The initial selection of projects should be consistent with well
conceived sector programmes and strategies and, in particular, with public:
investment programmes (PIPs) and public expenditure programmes (PEPs) which
have been the subject of careful review through such aid co-ordination
 
arrangements as may exist.
 

14. 
 In the absence of such well conceived recipient sector strategies and
investment/expenditure programmes particular care is required in project
selection and design. 
In such cases donors can assist recipients in doing
analyses which will place the project within a sector framework, and address
appropriate policy issues to the extent possible. 
In particular, project
appraisal should take into account major price distortions which may result
from such factors as excessive import protection, export taxes, administered
prices (including interest rates) and inefficient governmental regulations.

It is not in the recipient's interest to proceed with projects which are
likely: 
to produce minimal benefits in the short run and to be non-sustainable
 
and/or non-replicable in the long 
run.
 

Private Sector Projects
 

15. Careful consideration needs to be given by donors and recipients to
whether a particular project is best handled by the public or the private
sector. 
In some areas the private sector can be more efficient than the

public sector. 
Public sector projects in turn can be supportive of private

sector activities. 
Where donors finance private sector projects, such

projects should be consistent with the broader sectoral priorities and
 programmes of the recipient country. 
(See also paragraph 25 below.)
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Projects with Major Impacts
 

16. Particular care is required in the case of projects which are 
likely to

have a major economic, financial, social and environmental impact on the
 
economy of the recipient country or a particular region or sector and where

therefore defective project selection or design may have particularly serious
 
consequences for the recipient. Such projects may give rise to special

appraisal prnblcms because they are likely to affect the basic economic data
 
on which project analysis is based.
 

Logical Framework
 

17. The logical framework is one possible method project designers can use
 
in order to examine key elements of a project systematically. The logical

framework is helpful primarily as a project planning device and for subsequent

evaluations. One of the most important features of the method is the
 
clarification and analysis of assumptions, which is useful for

decision-making, design and evaluation of the project. 
The analysis of
 
assumptions can be developed into an assessment of the risks involved in the

undertaking. The logical framework should be used from the earliest stages of
 
the identification process and modified with changes in the objectives, if
 
necessary, as preparation and appraisal proceed.
 

IV. APPRAISAL: GENERAL CONSIDERATIONS
 

Importance of Appraisal for Selection and Design
 

18. The purpose of appraisal is to enable decision-makers to make rational

project choices and to contribute to good project design.
 

19. 
 In view of this dual function the appraisal process cannot be clearly

separated from project design. Technical experts will have a major role in
project design, but the various forms of appraisal, discussed below, are an
 
integral part of project design. The consideration of options during project

design is an example.of the interaction between design and appraisal. At the

decision stage, appraisal will also enable those concerned to ensure the
 
soundness of a project, the superiority of its design to alternative means of

meeting its objectives and its readiness for implementation. The main types

of appraisal are discussed in the sections which follow:
 

-- Technical;
 
-- Financial;
 
-- Economic;
 
-- Institutional;
 
-- Social/distributional;
 
-- Environmental. 

Their comparative importance will vary from project to project and the order
 
in which they are covered in these principles is not meant to reflect the
 
weight to be given to the various types of analysis. The principles set out
 

A 
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below recognise the differences in the problems encountered in the appraisal
and design of investment projects with quantifiable economic benefits which
produce marketable output and programmes addressing the needs of specific

social target groups. 

The Central Notion of Sustainability
 

20. Project sustainability needs to be considered in all forms of
appraisal. 
 It has proved to be a useful general test in judging a project. A
project can be said to be sustainable when it is able to deliver benefits for
 an extended period of time, after the main assistance from a donor has been
terminated. The following sustainability requirements and tests are essential
(they are further developed elsewhere in these principles).
 

-- A conducive policy environment. Necessary policy changes should be
agreed upon before implementation starts. 

-- Clear and realistic goals. 

-- Project design corresponding to the managerial and technical 
capacity of. recipients. 

-- Economic soundness and sustainability. 

-- Affordability in terms of initial costs and of operations and 
maintenance.
 

-"
Active involvement of local authorities and target groups including 
women. 

-- Choice of technologies appropriate to the economic and social 
conditions of the recipient. 

--	 Realistic timeframes. 

--	 Adequate maintenance and support systems, as well as the capacity to 
manage them, once external assistance has been terminated. 
Compatibility with domestic socio-cultural environments. 

--	 Environmental sustainability. 

21. Due consideration should be paid in the application of the above
sustainability criteria to the specifics of the project and the project
environment, and the-need for flexibility in design and implementation, as
well as to expected improvements over time inmanagerial, technical and
maintenance capacity brought about by a continuing development process.
 



10
 

V. TECHNICAL APPRAISAL
 

22. The technical feasibility study is the basis for other forms of
 
appraisal. Technical experts will need to show that the project can meet its
 
objectives using a technology and standards which are appropriate to the
 
circumstances of the country in which the project will be located. 
The
 
technical appraisal and specifications will need to take account of the

availability of local production capacities, trained personnel, raw materials
 
and other inputs; the suitability of the output to the markets for which it
is intended; 
 and the capacity of local agencies to implement the project.
 
many of the other sustainability tests listed in these Principles should be
 
considered at the technical appraisal stage.
 

VI. FINANCIAL APPRAISAL
 

Financial Analysis
 

23. Careful financial analysis and planning are required, including

schedules of expected income and expenditure on capital and current outlays to
 
ensure financial soundness.
 

24. Financial analysis will be concerned primarily with the financial
 
viability of the project and the entity operating it. But it is also
 
important to take into account the repercussions of the project on public

finances generally, including the financial implications of planned project
 
replication.
 

Appropriate Terms
 

25. The principal rationale for concessional terms of financial assistance
 
is the recipient country's economic situation and especially limitations on
 
its capacity to mobilise adequate foreign exchange resources for development,

rather than the nature of the project financed. In setting terms for
 
end-users, care is required to avoid distorting effects on resource use
 
allocations and income distribution. Two-step financing procedures are a
 
useful device to avoid such distortions; i.e., the project would be expected

to carry-domestic market interest rates while the concessionary element would
 
accrue to the central government. This is important in the case of
 
revenue-producing projects and particularly projects producing for competitive

markets. Project appraisal would make it possible to decide whether it may be
 
justified to pass on all or part of the concessionality in terms to end-users
 
on social or infant industry grounds. But such practices should be consistent
 
with the recipient's broader or sectoral policies; and financial
 
sustainability and equity considerations must also be kept in mind.
 



Financial Sustainability
 

26. 
 User charges ensuring cost-recovery are the best safeguard of the
financial viability of a project and consequently of its sustained ability to
provide continuing benefits to recipients. Where cost-recovery through user
charges is 
not feasible or socially acceptable, it is essential that realistic
provisions for financing be made (see paragraph 27 below). 
 User charges and
public price policies, giving appropriate weight to overall fit...1icial

viability and repercussions on vulnerable groups, are an import-int subject for

aid co-ordination between recipients and donors.
 

27. Where a project is not financially self-supporting, spe al care must
be taken to make certain that the subsidies required to maints-i operations
 
are ensured and that this represents a priority use of the rec';)ient's public
resources. 
The ability of recipients to provide adequ:-te publi finlicing for
(non-remunerative) projects is often overestimated, with harmrul corsequences

for maintenance and viability. 
This latter aspect can be reviewed adequately
only in the context of the totality of project!. having an impact on public
sector finances and the recipient country's overall public finaice capacity

(including the likely availability of external assistance) and will therefore
normally require a co-ordinated approach with the financial authorities of the
 
recipient and other donors.
 

Assistance for Local-Cost and Recurrent Financing
 

28. In 
some cases the recipient government may not be able to finance all
 
or part of the local and/or recurring costs out of its own budget. 
In such
 cases, donors may wish to consider assistance for such costs in order to
 
ensure the project's completion or continuing operation. Timing and
modalities of assistance should be firmly agreed before the launching of the
project, combined with realistic phase-out'agreements for recurrent-cost
 
financing.
 

29. 
 Donor flexibility in financing local costs has the additionaladvantage

of ensuring that project design is 
not biased toward import-intensive

techniques because of local-cost financing constraints.
 

VII. ECONOMIC APPRAISAL
 

30. Whereas financial analysis is essentially concerned with the financial

soundness of the project or of the enterprise or agency carrying out the
project, economic analysis is concerned with the larger impact of the project

on the sector and the national economy, including production, factor incomes,

consumption, public finances and the balance of payments.
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Economic Appraisal for Projects with Quantifiable Economic Benefits
 

31. With respect to projects where economic benefits and costs can be

quantified, a systematic quantitative cost/benefit analysis should be
undertaken. 
This includes projects which produce marketable outputs (such as

in industrial, agricultural, and power production, transport and
communications). 
 But there are some other types of projects (for instance in
the area of road-building, water supply, hospitals, tertiary educational
-institutions) for which quantitative estimates of economic costs and benefits
should be attempted, at least for projects with a 
major potential impact on
 
recipients.
 

32. There are basically two different types of approach to economic

appraisal, which should, however, lead to similar results if the same

assumptions are used. One is 
to apply shadow prices which are estimated to
reflect true underlying opportunity costs (which are often significantly

different from actual prices and costs). 
 The other method, known as the
Effects Method, measures, within a national accounting framework, the changes
in the incomes of all the economic agents concerned, including the government,

brought about, directly or indirectly, by the project.
 

33. The economic return of a project constitutes one of the fundamental

appraisal criteria. 
A minimum economic return is not a sufficient test of a
project's utility but it is a necessary test for those projects which have
returns which can be measured in monetary terms. It is therefore an important

element in making choices between alternative opportunities for the use of
 scarce resources in the interest of the recipient country. 
Benchmarks for
minimum economic returns will vary, of course, depending on the circumstances

of the recipient country and'final decisions will have to give proper weight
to the other elements of project appraisal including social/distributional and

environmental considerations (as referred to below).
 

34. When a project is retained because economic analysis indicates
acceptable economic returns, even though adequate financial returns on the

basis of actual factor and product prices are not ensured, it is essential to
give special attention to the financial/budgetary implications of the project

(see Financial Analysis above).
 

Importance of Transparency and Consistehcy in Basic Assumptions and Standards
 
Applied by Donors and Recipients inEconomic Project Appraisal
 

35. 
 Members will work with the central planning authorities of recipients
and other donors, in the international aid co-ordination arrangements, towards
 
greater transparency in the basic assumptions and standards applied in project

appraisal and will seek to achieve improved consistency.
 

Sensitivity and Risk Analysis
 

36. Sensitivity analysis is
a valuable tool for testing the viability of a

project under different assumptions about individual project parameters.

Applied at an early stage in the analysis it assists one to identify those
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aspects of.a project which will require particular attention or, on the other
hand, those where expensive data collection and analysis may not be so
essentiale Its usefulness is not confined to economic analysis. 
 It is an

important component of technical and other analyses required to assess the
 
soundness of a project.
 

37. Risk analysis is an extension of sensitivity analysis insofar as it
examines the probability of variations of parameters which are important to a
project's success. 
"Scenario testing" may be useful involving different

combinations of possible conjunctions of variables. 
This is of considerable

importance for projects where the prices of inputs and outputs are subject to
wide fluctuations or where there may be major environmental impacts. 
Greater
 
emphasis should be given to designing "robust" projects that can weather
 
uncertainties in the international trade environment.
 

Cost Effectiveness Analysis for Projects for which Economic Benefits cannot be
 
Quantified
 

38. For activities for which it is not possible to calculate a 
meaningful

rate of economic return, it is necessary to ensure that all relevant factors
 
on the cost and benefit side, are taken into account through a systematic
analysis, even if particular benefits cannot be expressed in monetary terms.
It is important to ensure a reasonable relationship between expected benefits
and costs in order to be sure that the scarce resources available to the

recipient country are used in the most beneficial way also for these kinds of
project. In assessing the costs and benefits, important tests are: 
 the
number of people reached by the activity ensuring a reasonable spread of
 resources, the comparative cost per beneficiary- the unit costs of the
 
services rendered; as well as the standard and 
quality of the servicJ-i'.0
 
benefits rendered.
 

39. The principles set out elsewhere in this document relating to such
aspects as clear specification of objectives and target groups, logical
framework, financial sustainability, institutional assessment and maintenance,

and social/distributional impacts, apply with particular force to these types

of project.
 

VIII. INSTITUTIONAL ASSESSIENT
 

40. 
 Agencies should carefully consider management implications when

appraising a project. 
This involves an assessment of the implementing or
operating agency's capacity to execute the project in question effectively as
well as an assessment of the institutional environment in which the project

will operate.
 

41. The institutional assessment constitutes a basis for determining the
 
nature and types of skill, organisational capacity and incentives which will
be required of the recipient's implementing or operating agency. Gaps should
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be identified and a strategy for strengthening implementation capabilities
should be drawn up. 
The asses3 mrnct v,st 
 be made at an early stage in order to
allow consideration of options in the design of the project.
 

42. The institutional assessment should include an examination of the

financial management capabilities of the organisation related to its
budgeting, accountability, and control of funds and the degree to which its
planning process takes into account this information. Particular emphasis
should be placed on ensuring that a funds control capability is in place at
the time the project is initiated. The project design should provide for
monitoring by the institution of financial management during the execution or
implementation phase, an4 maintaining auditing and financial management
capability after a project has been completed. 
The institutional assessment
should seek to assess the capabilities of the institution and as necessary
propose measures to improve its financial management and auditing capabilities.
 

43. It is important to assess the duration of the technical assistance
required by the implementing agency and other linked organisations and the
extent to which local institutions/consultants could provide it. If 
new staff
have to be recruited and trained, new systems and practices have to be
introduced into the organisation, or an entirely new agency has to be created,
assistance over a long period will often be required. 
 In some of these cases,
twinning with another well run institution may be a proper way to strengthen
the new implementing agency. 
To the extent possible, technical support and
assistance should be provided through local institutions and consultants.
They have a better understanding of local conditions and constraints. If
foreign technical assistance needs to be provided, it should be so planned
that, on the one hand, it is efficiently used and comes to an end when no
longer needed but, on the other hand, continues as long as required to achieve
the institution-building objectives.. 
 .
 

44. Agencies should carefull 
consider different options to reduce the
management load put on the recipient's institutions, particularly by
simplifying project design and appropriate phasing of project activities,
conducting joint institutional assessments, and by using available competent
intermediaries in the planning and implementation, including community groups
and non-governmental organisations. 
 (See also Section XVI below.)
 

IX. PROVISION FOR EFFECTIVE MAINTENANCE
 

45. 
 Project design should be oriented towards practicable maintenance. The
provision of staff and current operation funds dedicated to maj:,tenance should
be assured over the long term and ensure that project manageme!nt is fully
aware of the importance and means of maintenance. Training of all employees
in maintenance should be a continuing function of project management. 
 In
particular, projects should include an information component dealing with
preventive maintenance ror maintenance technicians and project beneficiaries.

Such training should be planned well in advance and be continued as long as is
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necessary to establish the capacity of locally employed staff to carry out
 
maintenance. The training should be appropriate to operative goals of the
 
project as well as to the level of technology chosen for it.
 

46. Project selection and design should provide at the outset for the clear
 
definition of maintenance responsibility, taking into account the project

owners' capacity to provide maintenance and operating resources. There should
 
be adequate agreements with recipient governments, not only at local project

authority level but also at central level, in order to ensure the availability

of both financial means and technical capacities in operating the facilities
 
and services after completion of the project. The duration of the project

execution phase may need to be extended to allow for a more realistic period

for the completion of the investment phase.
 

X. IDENTIFICATION AND INVOLV34ET OF TARGET GROUPS
 
AND SOCIAL kND DISTRIBUTIONAL ANALYSIS
 

Identification of Target Groups
 

47. The target groups intended to benefit from the project and the main
 
agents in its implementation should be carefully specified at the outset
 
whenever possible and appropriate.
 

Distribution of Costs and Benefits
 

48. The early specification Of intended target groups should be followed by
 
an analysis of the distributional effects of the project. To the extent
 
possible, the distributional analysis would attempt to assess the project

impact on various relevant groups. This serves to ensure that projects are
 
truly compatible with the needs and capacities of the intended beneficiaries
 
and participants. The analysis should clarify the groups and individuals who
 
benefit and those who may be harmed by the project, including positive and
 
negative employment effects. In certain cases there may be adverse social
 
effects on some groups even when objectives for the target groups are fully
 
met. The appraisal should assess these adverse effects and consider means for
 
alleviating them.
 

49. The notion of target groups has limited applicability in the case of.
 
projects producing marketable outputs or servicing the needs of the economy or
 
large areas as a whole. In such cases some analysis of distributional effects
 
is nevertheless desirable to ensure that they are not palpably unfair to the
 
weaker or vulnerable groups.
 

l / 




16
 

Socio-Cultural Analysis
 

50. Socio-cultural conditions, structures and traditions need to be
 
analysed in order to identify possible constraints to successful project

implementation. This may involve such issues as land and water tenure
 
arrangements, resettlement issues and local organisational arrangements which
 
require sociological and/or anthropological expertise. The socio-cultural
 
analysis should not only consist of an assessment and impact analysis but
 
should also lead to a strategy for enhancing the commitment and sustained
 
participation of the people directly involved.
 

Role of Women in Development
 

51. Full attention should be paid to involving women in the planning and
 
implementation of development projects. Development activities have too often
 
been designed in a way which takes insufficient account of women as
 
decision-makers, as producers and as beneficiaries, and of the fact that the
 
income of women is crucial to the raising of the standard of living of the
 
family. Consideration should be given to gender issues at the initial
 
screening stage as well as at the preparation and appraisal stages, including

assessments of the costs and benefits. Particular attention should be given
 
to gender composition when considering the division of labour, access to and
 
utilisation of resources, decision-making processes, distribution of income
 
and benefits, time aflocation and legal status of women, and the impact that
 
these factors will have on project success.
 

Demographic Analysis
 

52. For many types of project, appraisal requires adequate data on
 
demographic patterns including growth of different population strata'and
 
migration flows. here a project affects a large number of people, it may be
 
useful to assess its impact on population patterns, including spatial
 
distribution.
 

Involvement and Motivation of Local Institutions and Target Groups
 

53. Donors and recipients should work together to make full use of
 
competent expertise available locally for both the design and implementation

of aid-financed projects, taking account of the diversity of country
 
situations.
 

54. Greater emphasis should,be given to ensuring the commitment of.
 
recipients' executing agencies through their active involvement in selection,
 
design and implementation. For many types of project, active involvement of
 
end-users and beneficiaries, e.g., through communities and other local
 
organisations, ensuring that the project meets actual needs and circumstances,
 
is essential for project success and mobilising local energies.
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XI. ENVIRONMENTAL ASSESSMENT
 

55. Environmental aspects should be taken into account in the selection and
design of projects. 
Activities which could significantly affect the
enviromient should be subject to an environmental assessment. Particularly
sensitive projects and fragile areas have been defined in the annex to the
1985 OECD Council recommendations on environmental assessment of development
assistance projects and programmes. (See the 1986 DAC Chairman's Report.)
initial screening of the project should be undertaken in order to determine 
An
 

whether or not an environmental assessment is required and, if required, to
define its terms and methodology. The assessment must be initiated at an
early stage in order to have an influence on decision-making and on the design
of the project. 
Changes in design due to environmental considerations can
sometimes increase the cost of the project or alternatively, as with energy
savings, actually increase the stream of benefits. Experience has shown that

environmental assessments can be made more efficient if conducted in close
:recipient/donor collaboration. 
The public affected by the proposal and other
interested parties should be consulted in determining the scope of assessment.
 

56. 
 The assessment should make a clear statement of the significant

beneficial and adverse environmental effects of the project. 
Attention must
be paid to off-site effects (upstream and downstream effects) and to possible

time-lags. The assessment should suggest mitigating ,.
easures or alternative
designs for limiting negative environmental impacts. The environmental
 
assessment process should not stop when implementation'starts, but continue
throughout the project cycle as a monitoring process. 
To this end, it should
be: clarified at the assessment stage how and by whom the environir-ntal impact
and mitigation measuresshould-be monitored during and after implementation-of
the project. Furthermore, due consideration should be paid to the need for
strengthening developing-country institutions to.implement the environmental
 
measures agreed.
 

57. 
 Whenever feasible, the positive and negative environmental impacts of
projects should be quantified in monetary terms, and incorporated into the

economic analysis. 
There is growing recognition of the importance, for
longer-run environmental sustainability, of the polluter-pays and user-pays
principle, according to which the environmental costs/benefits should be

reflected in product prices.
 

XII. PROVISION FOR MONITORING, EVALUATION AND
 
FEEDBACK FROM EARLIER EXPERIENCE
 

Monitoring
 

58. 
 Provision for effective monitoring to spot and address implementation

problems should be made at the project design stage. 
This will normally

involve:
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=-Establishing a practical information system in the project to track
 
implementation performance and impact to guide project managers in
 
their decisions on the efficiency, effectiveness, impact and
 
sustainability of the project and, in general, introduce course
 
corrections necessary for the achievement of project objectives;
 

== The setting of quantitative indicators of project progress and
 
performance for subsequent monitoring and impact evaluation;
 

=- Including in the project design designation of responsibility and
 
provision of funding for the information system and monitoring
 
activities;
 

--	 Establishing baseline data where they are essential for judging 
subsequent performance. 

Inspections and Audits
 

59. Provision should be made for establishing and maintaining books and
 
records relating to the project in accordance with generally accepted

accounting principles and practices and for ensuring that such books and
 
records are audited regularly.
 

Evaluation
 

60. An evaluation plan, including a definition of the broad scope of the
 
evaluation, timing, designation of responsibility and provision of necessary

funding, should be built into the project design, It should be clearly

determined from the outset against which objectives and standards the
 
evaluation should take place. Baseline data designed for evaluation purposes
 
should be collected and regularly updated during project implementation. The
 
nature and importance of the project provides a guideline for the extent and
 
detail of data collection and a justification for the expense involved.
 

Feedback from Earlier Experience
 

61. It is essential to build into the project appraisal and design process
 
the experience learned from past activities, including in particular the
 
results of systematic evaluations ("feedback"). The following mechanisms for
 
effective feedback have been recommended.
 

= Evaluation findings from past projects are more likely to be acted
 
upon if they are fed into the "working up" of new projects at the
 
earliest possible stage, i.e., at project selection or design.
 

== 	Evaluation findings from on-going projects are more likely to have
 
an impact on those projects the more speedily the findings are fed
 
to the project management.
 



-- 
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--	 Evaluation findings are less likely to be overlooked if formal 
assurance is given, when new projects are being prepared for 
funding, that relevant evaluation findings have been taken into 
account. (Formal procedures in themselves may not be enough:
evaluation findings must be genuinely applied to project planning.) 

- A 	demonstrated commitment to the use of evaluation resources by
senior management is central to the institutionalisation of the
 
feedback process.
 

--	 A system for distributing the lessons from experience to development
practitioners needs to be designed. Resource support for
 
dissemination, both human and financial, is essential and needs to
 
operate in tandem with substantive efforts to distil lessons learned.
 

To be effective, findings must be available to decision-makers in
 
time to affect decision-making, and in a form and quality that makes
 
them relevant to current issues.
 

Full 	use should be made of the available relevant experience and
 
evaluation findings of other donors and the recipient.
 

XIII. SPECIAL CONSIDERATIONS INTHE CASE OF ASSOCIATED
 
FINANCING AND TIED AID 

62. Members have undertaken, in guiding principles adopted by the DAC in*
 
1987, to pay particular attention, when examining the developmental priority

of a project to be financed with associated financing or tied and partially

untied official development assistance with a grant element of less than
 
50 per cent, to the following considerations:
 

i) 	It ispart of investment and public expenditure programmes already

approved by the central financial and planning authorities of the
 
recipient country;
 

ii)	It has been the subject of review and general endorsement in such
 
international aid co-ordination arrangements as may exist;
 

iii) 	It is being co-financed with an international development finance
 
institution;
 

iv)	Particular care will be applied in the examination of projects

where evidence exists that they had been considered and rejected

by 	an international development finance institution or another DAC
 
Member on grounds of low developmental priority.
 

63. Efficient procurement can yield substantial benefits to recipients in
 
terms of project price and subsequent operation and maintenance. Where
 
procurement is tied, itshould be flexibly administered, including careful

choice of supplies inwhich the donor iscompetent and competitive. There
 

N\7PI
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must be effective price and quality controls, and waivers especially for
 
situations where local-cost financing or third-country procurement is
 
essential.
 

XIV. PROJECT APPROVAL
 

64. While final decisions on project selection and design will be a matter
 
of judgment at policy-making level, it is important that the decision-makers
 
are provided with the best possible objective assessment of the expected costs
 
and benefits and other implications of a project under consideration. Final
 
approval should be given only after all relevant aspects have been gone into.
 

65. Agencies have adopted different procedures for projecc approval,

providing for different degrees of decentralisation of decision-making
 
authority. A clear administrative distinction must be made between.
 
responsibilities for technical aspects of project preparation and appraisal on
 
the one hand and responsibilities for political decisions on project selection
 
on the other. This distinction must be clearly made in both the centralised
 
and decentralised context. The same conditions apply to the initial screening
 
process (see paragraph 9 above).
 

•XV. DONOR ORGANISATIONAL ASPECTS 

66. Aid agencies need adequate "in-house" professional staff capable of 
project appraisal. Agency staff should be able to supervise appraisal work
 
which is contracted out to consultants. The tasks to be performed by
 
consultants should be carefully specified in the terms of reference and the
 
appraisal criteria clearly defined.
 

67. Operational staff will be urged to apply agency appraisal manuals and
 
standards to the fullest extent possible and should have access to appropriate

training as required. Aid agencies may cite relevant DAC principles in
 
appraisal manuals as points of reference for use by operational staff.
 

68. Close coL.tacts with the field are necessary for effective appraisal

work. Adequate overseas representation is therefore desirable.
 

XVI. REDUCING THE AEMINISTRATIVE BURDEN ON RECIPIENTS AND
 
HAMNIZATION OF DONOR REQUIRMENTS 

69. Overburdening the administrative capacity of recipients should be
 
avoided. While effective action to streamline the administration of aid will
 
not be easy, opportunities to harmonize and simplify the requirements exacted
 
from recipient governments should be sought, especially by making greater use
 



-- 

or 
studies and reports already prepared. Thoughtful consideration of the
planning process can achieve both more adequate project planning and avoidance
of unnecessary studies and data collection.
 

70. 
 Information and reporting requirements in project selection,
implementation, accounting and evaluation should be related as closely as
possible to recipients' own administrative practices and requirements. 
 When
recipient systems are considered to require strengthening to ensure effective
project preparation and implementation, joint efforts should be made
(preferably in multilateral action) to iwmrove standards and capacity for
information-gathering in developing countries. 
Donors should be aware of the
burden which requirements for special information place on iecipients and
should attempt to meet their own particular needs through their own

administrative facilities.
 

71. 
 One approach to simplification has been the adoption of streamlined
procedures or the extension of sector aid and other mechanisms through which
particular types of project, especially small- and medium-scale projects, can
be grouped. Such procedures could be applied, inter alia, to the approval
process, the frequency and detail of project reports and the method of
procurement. 
 Greater attention should be given to identifying from donor
experience how aid cofinancing arrangements can be made more effective by
harmonization and work-sharing.
 

72. While thoroughness inproject preparation including data collection is
generally justified by the subsequent speed and effectiveness of
implementation, restraint may need to be exercised in the amount of
documentation requested from recipients and in the elaborateness of targets
and cost projections. Furthermore, to reduce duplication of work at the
appraisal stage, consideration should be given to the use of feasibility
studies commissioned by other donors.
 

XVII. FOLLOW-UP
 

73. DAC Members agree to:
 

Review their project appraisal and selection criteria and procedures
against the above principles and to adjust them where necessary;
 

- Take stock of these practices in the DAC in three years' time to
measure progress against the above standards; project appraisal
standards and procedures will also be reviewed as part of.the DAC

Aid Reviews and other relevant DAC work.
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DONCR PLEDGES TO PAPS
 
Tokyo, July 1989
 

The following list suggests the types of projects or emphases that donors will support under thePAP: 

Potential 
Donor Amount ($S00) 

World Bank 700-750 Structural adjustment 
program &projects 

ADB 500-550 Projects and 
Feasibility studies 

Japan 1,002 Principally for Calabar 
Economic Zone, other 
projects &technical 
assistance 

Japan Eximbank 
France 

600 
57 

Debt restructuring
Energy, telecomo, & 

Federal Republic of aquaculture projects 
Germany 57.54 Various dev. projects 

Italy 115 Dev. projects 

Spain 25 Various projects 

European Community 20 Various projects plus 
commercial grants 

United States 200 Various 

Japan Isby far the largest donor under the PAP and will undertake much of the 
Infrastructure development of the Calabar project. 



ANNEX H 

ODA PIPELINE AND PAP FEASIBILITY FUNDS 

ODA Pipeline 
The ODA loan pipeline had grown to $3.8 billion by the end of 1988, representing a 39.1 percent 

increase over the 1987 level. This amount does not include the about $700 million ingrants that brings 
the pipeline to more than $4billion in 1988. Total disbursements grew by 14.7 percent in 1987 to a 
level of $913 million and remained essentially the same at $916 million in1988. But, net new 
commitments (new commitments less cancellations) grew by 80.6 percent in1988, thus Increasing the 
overall pipeline. 

Looking at the pipeline issue from the projected use over time, however, the $3.8 billion ODA 
pipeline includes funds scheduled for drawdown instages through 1995. Thus, the plpline, while 
serious, isestimated at only about $800 million for loans as of March 1989 when viewed from the 
disbursement timing angle. Further, the World Bank views the Philppine ODA pipeline as not 
excessive interms of the investment requirements of the economy and their experiences Inother 
countries. Nevertheless, both the GOP and foreign donors desire to utilize the available resources 
more efficiently and effectively. 

Fasiblity Funds 

The 1988 GOP budget Included a200 million peso feasibility studies fund to augment arevolving
$5million feasibility studies fund from the United Nations Development Programme. However, budget 
fund releases during 1988 amounted to only P23 million (about $1millon) because the activity started 
late in the year. The 1989 appropriation of P300 million Includes P40 milion (about $1.9 million) for 
PAP which isstill insufficient The project will provide additional funds for feasibility studies and 
Implementation support for the CODA that Is responsible for Improving project selection, development 
and implementation. 



INT ENVIRONMENTAL EXAMINATION
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B. Assessment of Environmental Impact
 

The feasibility studies and technical assistance to be financed by the project

will not have a direct impact on 
the physical or natural environment.

However, follow-on construction and implementation of subprojects may have
significant effects on the environment, especially for infrastructure and.
selected private sector productive activities. Such follow-on activity would
be included under separately authorized projects. Further, the project will
finance environmeptal assessments to determine subproject viability and

acceptability. 
 It is expected that such assessments will contribute
significantly to ensuring that activities approved for later funding will 

have a negative effect on the environment. 

not
 

C. Reco-rnended Environmental Action:
 

That a categorical exclusion for this project be approved based on: 
 (1)
Section 216.2(c)(1)(i) 
- "The action does not haye an effect on the natural or
physical environment" and (2) Section 216.2(c)(2)(i) - "Education, technical
assistance, or training programs except to the extent such programs include

activities directly affectinb the environment...." are excluded from required

assessmient procedures. 



ANNXJ
 



ANNEX J
 

GRAY AMENDMENT CERTIFICATION
 

I, MALCOLM BUTLER, Director of the U.S. Agency for International Development
in the Philippines, having taken into account the potential involvement of
small and/or economically and socially disadvantaged enterprises, do hereby
certify that in my judgment most technical assistance required under thisproject can best be procured through open competition. However, prospectivebidders for the large requirements contracts will be required to submit jointproposals with Gray Amendment-satisfying firms that possess the requiredcapabilities. I have also determined that a contract to provide technicalassistance and related support services to CODA may be awarded to an 8(a)firm. Furthermore, for the scheduled external evaluations, involvement of
local expertise and Gray Amendment-satisfying organization is anticipated. Myjudgment is based on the recommendations of the Project and Mission Review 
Committees. 

Di rector, USAID/PhI 1Ippi nes 

JAN 2 9 1990 
Date 



LIST OF POTENTIAL PROJECTS
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MARY COUNTERPART ONTRIBUTION
 



SJ,MARY COUNTERPART CON TR:BJT1i,"' 
($000) 

GOP 

I tem Amount
 

Studies (Feasibility Studies and
 
other analyses)* 3,670
 

Personal Services* 1,965
 

Maintenance and Operating Expense* 808
 

Equipment Outlay* 127
 

Mi scel Ianeous* 100
 

Sub-Total 
 $6,670
 

PIF
 

Item 

Private sector portion (50%) of Pre-Investment
 
Studies 
 $5,000
 

TOTAL 1,670 

* Figures are based on a portion of the 1990 General Approriations Act
 
funds for feasibility studies for foreign-assisted projects.


* Figures are based on actual GOP peso budget estimates for FY 90 plus
 
projections through FY 94. 



BREAKDOWN OF GOP COUNTERPART CONTRIBUTION ($'000)
 

BUDGET ITEMS FY FY91 EM 92 FY94 TOTA 

Personal Services 292 335 385 443 510 1965
Maintenance and
Operating Expenses 120 138 159 182 209 808Equipment Outlay 127 " - 127Miscellaneous 20 20 20 20 
 20 100 

559 493 564 645 739 3000 

Notes: 

1. Figures are based on actual GOP peso budget estimates for FY 90.
2. Beyond FY 90, salaries and MOE are expected to increase at a rate 

of 15% per year. 



BREAKDOWN OF EXPENDITURES FOR STUDIES 
($'000) 

EY 199
 

Vz..:us studies and analysis for smaller projects;
eniironmental analyses for existing FS or for FS to befunded by other donors 

FS/DE for Telecommunications Linkages Project 

FY 1991
 

Refinement of FS and/or start of DE for General
Santos Demonstration Area Project 

FS for Panay/Negros Demonstration Area Project
 
or other demonstration area project 


Various smaller-scale studies and analyses 

FY 1991
 

Compte on of DE fbr GeneriSantos Demonstration
Area Project 


DE for Panay Negros Demonstbton Area Project 
or other demonstration area project 

FS/DE for several major nationwide infrastrcre pojects 

FS for Private Power Project 

Various smaller-scale studies/analyses 

1200 

79M 

1950 

1375 

1500 

4075 

1375 

1500 

1500 

750 

J120 

6325 



DE for Priv:e Power Prj,ct 

FS/DE for major nationwide infrastructure projects 

Various smaller-scale studies/analyses 

FY 1994 

Various smaller-scale studies/analyses 

750 

1500 

J20 

3450 

1200 

$17000 

63088 


