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EXEFCUTIVE SUMMARY

The objective of the Rural Infrastructure Fund (RIF)
Project is to develop adequate physical infrastructure --

~ particularly roads, bridges, seaports and airports -- to
support and sustain economic growth in the rural areas' of
the Philippines. This report is the product of a mid-term

"Process-Evaluation" to identify existing administrative,
organizational and socio-political constraints impeding.RIF
implementation.

A process evaluation differs from an audit in that the
project officer -- rather than the evaluator -- identifies
the areas of interest and issues for examination which are
likely to be of most help in future project implementation.
To this end, USAID provided the evaluation team with nine
specific study questions of priority interest to mission
management, USAID’s charge to the team was to examine
project performance to date and identify adm.aistrative and

socio-political constraints impeding the efficient
implementation of project activities, then recommend
practical improvements to strengthen both DPWH’s and DOTC'’s
-- as well as USAID’s -- capability to meet the project’s
objectives.

Using USAID’s nine key questions as a focal point, the
team -- composed of six individuals with different
specialties ~-- worked in a collaborative style, with
frequent interaction between the team members, USAID, GOP
implementing agency officials and contractors. Initially
the team conducted several group interviews, but thereafter
individual team members went their separate ways to review
and research pertinent documents, interview key individuals

and visit organizations and field sites. The team met
periodically to share, review and discuss findings and
coordinate forays for further information. Several field

sub-project sites were visited by one or more team members
on a judgment sampling basis, in addition to repeated visits
to key offices, and individuals. During the course of the
evaluation, pericdic meetings were held with USAID and DPWH
personnel to apprise them of our progress, obtain their
reaction, and seek further guidance.

Findings, Conclusions & Reconrendations

The RIF project got off to an exceedingly slow start --
due to a series of unexpected, and largely unforeseeable
events. One of the initial Conditions Precedent to funding
disbursement was not met until two years after the PROAG was
signed ~- by which time 40% of the original anticipated life
of the project had elapsed. While protracted, this delay
was not attributable to management failures by either USAID
or the GOP, but 1largely by a 1lengthy host country



negotiation with a U.S. contractor which failed to be
consummated.

Once the project '"really" got underway, however,
implementation was (and has continued to be) reasonably
satisfactory -- despite some impediments which ,are
invariably encountered in infrastructure projects. Some
insurgency problems in one area held up construction
activities for several months, but these are currently in
abeyance. .

Three major road sub-projects (including bridges) are
under construction, and a relatively minor fourth spur
recently received notice to proceed. Of the six .seaports
slated for construction, one has been completed, and the
other five are nearing completion. The navigational aids
equipment has been delivered, installed and tested:
technical training has been provided and the equipment is
now operational. Designs have been completed on a number of
other relatively minor sub-projects -- roads & bridges, and
ports -- and have just been given Notices to Proceed (NTP),
or are awaiting NTPs subject to availability of funds.
However, almost all the available funds have been committed.

With the two year extension of the project to December
1994, it is reasonable to expect that all the sub-projects
underway -- and those in the pipeline --, can be completed
without any further extension to the PacDp.l

At this stage, it is too late to make any major changes
to the way the project is being implemented -- even if it
were considered desirable. However, several 'process"
problems exist which require management attention and, if
institutionalized, could improve implementation ard possibly
also benefit future projecis. The most notable of these are

1. Improved GOP/USAID review of contractor
selection under Host Country Contracting.

2. Formal definition by the GOP of
responsibilities and concomitant
authorities to implement the project.

3. Improved procedures by the COP for
accelerating the documentation review
process for contractor reimbursement.

Inote: This comment does not encompass the General
Santos and Mt. Pinatubo sub-projects, which was beyond the
evaluation team’s purview.



Prompter resolution of Right-of-Way issues
by the GOP to permit contractor access to
the job site.

Resolution of issues (and compliance with
the terms of the PROAG) by the GOP regarding’
clearance of equipment through Customs.

Resolution of issues by the GOP regarding
reimbursement for taxes.

Establishment of a formal procedure by USAID
and the GOP to accelerate the resolution of
issues -~ particularly those that involve GOP
agencies other than the implementing agency
(DPWH) .

Twenty-two specific recommendations (too numerous to
itemize here) have been made by the evaluation team which
address these -- and other -- issues, and are detailed in
the body of the report.

58

earned

Four major lessons were derived from the RIF experience
which are applicable to future projects:

1'

Host Country Contracts require almost as much
attention from USAID technical project
officers as direct USAID Contracts, with less
control over the outcome.

Greater attention should be paid to
developing detailed cost estimates and
factoring in cost escalation in future
projects. [RIF costs were greatly
underestimated. ]

Additional time should be factored in for
"unforeseeable problems" -- particularly
during the start-up stage of the project.

Commitment rates are a more appropriate
indicator of progress in infrastructure
projects than actual expenditures.



RECOMMENDATIONS &

RESPONSIBILITY FOR ACTION

Management I The DPWH formally designate -- 'in
writing -- an Engineer for the project. We recomménd

Louis Berger International Inc. as the nmost
appropriate organizational entity, and one individual
of LBII/TCGI senior staff who will have the duties,
respoTsibilities and authorities as set forth in the
FIDIC® "Conditions of Contract (International) for
Works of Civil Engineering Construction". [If DPWH is
the Engineer -- we recommend that responsibility be
placed on an individual at a level not higher than the
Project Manager of the PMO.] (DPWH)

t organi ion Request DPWH to exempt
the RIF Project from Department Order 55 with regard
to supervision by the Regional Director of technical
performance, as well as monitoring and approval of
expenditures. (USAID & DPWH)

Contracting Methodology I Continue with the Host
Country contracting mode for RIFP implementation.
(USAID)

Contracting Methodology II Request the GOP utilize
current market prices rather than government-
controlled prices, and adjust the formulae for
computing Agency Estimates. (USAID & DPWH)

Contracting__Methodology III Intensify DPWH/PBAC
prequalification screening; and conduct joint DPWH/
LBII & USAID physical inspection of contractors
facilities and equipment prior to final award. (DPWH &
USAID)

Contracting Methodology IV Bundle small discrete sub-

project activities -- such as sections of highways,
roads, bridges and ports -- as components of a single
invitation-for-bid (IFB) package, for award to a
single major contractor, and permit him to sub-
contract the components as appropriate. (DPWH)

Right-of-Way I Expedite right-of-way clearance for
road and port construction. (DPWH)

IFIDIC -- Federation Internationale des Ingenieurs-Conseils



8.

10.

11.

12.

13.

14.

15.

16.

Right-of-Way II Issue a Project Implementation Letter
advising the DPWH that prior to release of

construction funds under new sub-projects, a
certification must be provided that the parcellary
survey has been completed and funds earmarked to cover
the estimated Right-of-Way acquisition costs, together
with a time-table and financial schedule for payment,
and access. (USAID & DPWH)

Right-of-Way IIIL Develop a Condition Precedent- to

Disbursement of Jonstruction Funds that will assure
right-of-way acquisition and guarantee free access by
construction contractors, for future Construction
Project Agreements, similar to the PIL recommended for
ROW II (Recommendation 8) above. (USAID)

t  Monitorin Develop a new Life-of-Project
ggpgn@;;ggg_glgn against which to monitor progress for
the remainder of the project. (USAID)

ojegt Duratio Retain the PACD at the current date
of 31 December 1994. (USAID)

Project Financing Replenish the funds reprogrammed
for the General Santos and Pinatubo activities in

order to provide adequate funds for the original
target sub-proiects.

Contractor Payments I Formally request DPWH to
reduce the level of detail currently required to

substantiate contractors billings for cost
reimbursement. (USAID & DPWH)

Contractor Payments II The requirements, procedure,

and schedule for payments to contractors should be
reviewed, modified and clearly delineated; then
adhered to by all parties. (DPWH & USAID)

Contractor Payments I1II Provide a copy of each
contractor’s payment form (USAID Form 1034) to the

LBII consultant engineer for the PMO records. (USAID)

Contractor Payments 1V [Alternate] If the RIFP is

not exempted from Regional Director superv151on for
monitoring RIFP expenditures, at a minimum, the
document routing should be modified so that the
Regional Office reviews and approves billings before
forwarding them to IBII and DPWH in Manila, and
reasonable time limits for processing vouchers at each
stage. (DPWH)




17.

18.

19.

20.

21.

22.

Conflict Resolution Establish a Joint Standard
Operating Procedure (JSOP) for expeditious processing

and resolution of issues between contractors under
host country contracts, and the GOP/Engineer.
Formalize the JSOP in a Joint Project Implementation
Letter (JPIL). (USAID & DPWH)

Current Issues: Duty free importation of equipment;
authorization/requirements/exemption and/or
imposition of duties and taxes (VAT) on imported
equipment; delays in release of equipment from
customs; procedures for reimbursement to
contractors of VAT and customs duties already
paid, as well as brokerage and demurrage fees;
slow review and approval of contractors requests
for time extensions.

RITP Amnendments Administratively segregate
responsibility for oversight, management, monitoring

(and particularly rectify the current co-mingling of
funding/accounting) of the DOTC, Mindanao (General
Santos) Development and Pinatubo components -- from
core DPWH/PMO RIFP. (USAID)

Consultant Monitoring_ of Construction _Sub--proiject
Contractors 1Initiate administrative action to obtain
an A&E contractor for the remaining life of the RIF
project, to become effective when the current contract
with LBII/TCGI expires at the end of 1992. (USAID &
DPWH)

Air Navigation Aids Ensure that adequate provision is
made in Phase II for continued effective operation of
equipment already provided -~ through timely testing,
technical training, and provision of spare parts.
(USAID)

RIF Component Replanning Develop a new Implementation
Plan based on the current activities already committed
and underway in terms of both available and required
funding levels and the Project Assistance Completion
Date, to ensure that they are adequate in light of the
changes to date, and anticipate.d.

USAID Familiarity with GOP Contracti USAID
familiarity with GOP laws, rules, regulations and
procedures should be reassessed, and upgraded (or
supplemented with Philippine 1legal assistance) as
necessary to minimize potential disputes.
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TEAM COMPOSITION

& STUDY METHODS

The team for this evaluation comprised six individuals
-~ four Americans and two Filipinos -- with different
specialities and backgrounds working together for the first
time, for approximately five weeks in the Philippines as
outlined in the calendar (Appendix 2).

Dr. Kenneth F. Smith - Team Leader & Project
Management Specialist

Mr. James A. Anderson = Contracts Specialist

Mr. Robert F. Fedel - Civil Engineer

Dr. Thomas E. Morgan - Management Specialist

Mr. Joselito P. Supangco - Transport Planner &
Economist

Atty. James S. Villafranca Legal Consultant

The purpose of the study was to evaluate the
effectiveness of the implementation scheme of the Rural
Infrastructure Fund (RIF) project and identify
administrative and socio-political constraints impeding the
efficient implementation of project activities.

lit in that the project
officer ~- rather than the evaluator -- identifies the areas
of potential concern, and the issues for examination which
are likely to be of most help in future project
implementation. To this end, USAID provided the team with a
list of nine specific study questions in order of importance
to USAID management (outlined in the next section) to guide
the teamn. In addition, USAID advised us to concentrate on
the DPWH aspects of the project, rather thar the DOTC, and
not to concern ourselves with the General Santos or Pinatubo
amendment activities. Primary responsibility for pursuing
the study questions was allocated to different team members
-= Jjointly and severally -~ based on their particular
specialities and interests, as outlined in Appendix 9. In
addition, of course, team members explored other issues and
aspects of the project implementation process as they arose,
as appropriate from individual perspectives.

An evaluation differs from an audi

The study was conducted in a collaborative style with
frequent interaction between the evaluation team members,
USALD, the implementing agencies (DPWH & DOTC) and the DPWH
RIF-PMO representative A&E consultant (LBII/TCGI), as well
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as the contracting organizations performing the construction
work. Initially, the team conducted several group
interviews with the principals involved in the project.
Thereafter, for the most part, individual team membLers went
their separate ways to review and research pertinent
documents, interview key individuals and visit organizations
and field sites, meeting periodically to share, review 'and
discuss findings, and coordinate further forays for
information. Several field sub-project sites were visited
by one or more team members, on a judgment sampling basis in
addition to repeated visits to key offices, files and
follow-up with individuals in USAID, DPWH, DOTC and LBIT.

During the course of the evaluation, three periodic
progress review meetings were held -- separately -- with
USAID and DPWH/LBII personnel:

1. First, an informal discussion of the team’s
preliminary findings to solicit reactions, correct
errors, identify gaps in information, and obtain
addition directions for research;

2. Next, a semi-formal presentation of the team’s
preliminary recommendations and rationale therefor;

3. Finally, a more formal presentation of the team’s
findirgs, conclusions and recommendation to key USAID
Mission and GOP Devartment officials, and distribution
of the written draft report for review and comments.

This report addresses several additional issues raised
during the final presentation, corrects some earlier errors
in the draft, adds some pertinent supporting materials, and
incorporates comments received from the DPWH, LBII and
USAID. The final report has also been substantially
reformatted from the draft version for easier comprehension
and subsequent reference. As with any jointly prepared
document, if left to his own devices, each team member would
undoubtedly have produced a document differing in focus,
layout, stress or nuance in phrasing, choice of words; and
in some instances perhaps even some findings and
recommendations which varied from those which survived the
joint editing process. Fashioned in this collaborative
manner, the report represents the consensus of the tean.
While individual members were free to indicate dissenting
opinions (if indeed they held any), none in fact chose to do
so. Needless to say, I could not have prepared the report
without the active participation of all team members in a
joint effort; and hopefully the end product is better for
having endured the team’s collaborative scrutiny.
Nevertheless as the team leader -- it was ultimately my
responsibility to produce and edit the final product. Thus
the responsibility for errors of omission and commission
lies with me.
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PROJECT PURPOSE! &
STUDY QUESTIONS

The Geoal of the Rural Infrastructure Fund Project 1is to
develop adequate physical infrastructure to support and
sustain economic growth. Achievement of this goal implies:
(a) improved oppcrtunities for the development of rural
enterprises, investment aud employment; (b) improved
agricultural productivity; and (c) increased rural income.

The Purpose of the project is to provide assistance to
improve and expand rural infrastructure in the
transportation, rural electrification or telecommunication
subsectors in order to enhance the flow of commerce,
encourage investment and production, and provide further
economic expansion and growth of rural areas. The Project
will focus on one or more of the transportation, rural
electrification or telecommunications subsectors, with the
following specific purposes in each subsector:

Transport: To facilitate the movement of goods and
services between farming, processing, and manufacturing
areas; enhance communications; and improve labor
mobility and employment opportunities

Rural Electrification: To strengthen the institutional
and selected physical aspects of rural electric power
systems in the Philippines.

Rural Telecommunications: To identify possible system
interventions and policy changes which would enable
outlying areas to ccmmunicate with and participate more
fully in local and national markets.

The specific study questions -- grouped and enumerated
for the evaluation team in order of importance to USAID
management -- were as follcws:

'. Do the GOP guidelines relating tc Host Country
contracts with consultants promote timely and
effective services for the implementation of sub-
projects under RIF, especially with regard to contract
negotiations viith foreign consultants?

2. Are the procurement procedures covering construction
contracts as contained in the implementing rules and
requlations of Presidential Decree 1594 unduly
cumbersome? Do they promote free and open competition
in the bidding process? Does the use of Approved
Agency [Estimates (AAE) and Allowable Government

IR1F Project Paper, September 1987, page 9.
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Estimates (AGE) promote free and open competition at
"reasorapnle" cost to the government?

3. Are the organizational structures of Host Country
implementation agencies suited to the effective
management of the RIF project? Do the agencies have
the capability to effectively implement their
respective sub-projects? Has an effective working
relationship been established among DPWH, USAID, the
consultants and contractors under the project? ’

4. Is the use of AID Direct contracting procedures an
appropriate and effective alternative to Host Country
contracting procedures for sub-projects? Will this
expedite project implementation?

5. Are there any "peace and order" concerns and/or other
socio-political constraints which hinder field
activities associated with sub-projects? How do these
impact on project implementation and how can they be
resolved?

6. Do actual accomplishments to date compare favorably
with projected accomplishments? Is the actual
expenditure rate close to the rate projected in the
PP? If not, what are the areas for improvement?

7. 1Is the project operating as planned in the Project
Paper and Project Agreement? Are the sub- prOJnct
selection and approval procedures outlined in the
Project Agreement being followed and do they ensure
the involvement of local governments? If there are
significant deviations from the mechanisms described
in the PP and PROAG, have they been clearly justified
and documented?

8. What is the overall methodology which DPWH uses for
matching donor funds with proposed sub-projects? Does
this methodology assure that the more viable sub-
projects are being prioritized for implementation? Do
accomplishments under RIF compare favorably with the
accomplishments of other donor agencies working with
the same implementing agencies?

9. Does USAID staff maintain effective working
relationships with the implementing agencies with
regard to the resolution of problems encountered
during the implementation of sub- -project activities?
Is USAID able to respond in a timely manner to GOP
requests under the project?

These questions -- and other issues -- were addressed
in the course of the study and are discussed on the
following pages.



ECONOMIC, POLITICAL

& SOCIAIL, CONTEXT

Economic Context

Over the past fifteen years, the Philippines has
experienced an extended period of economic depression and
parallel deterioration of essential socio-econpmic
infrastructure. This condition is particularly severe in
the outer islands and rural areas which traditionally
receive a smaller share of GOP investments. At the time the
RIF project was being formulated -- in 1986 and 1987 -- the
Philippines was slowly emerging from its worst economic
crisis since independence. The GOP reacted to this crisis
by reducing public expenditures by 50 percent. In an effort
to stabilize the economy, investments in infrastructure were
cut from 7.7 percent of GNP to about 3.6 percent of a
reduced GNP, and the bulk of available funds were directed
to urban areas, while the deterioration of existing rural
infrastructure continued apace.

With more than 35 million Filipinos -- about 70 percent
of the labor force =-- 1living in rural areas, sustained
economic recovery and employment generation can only be
wrought by increases in rural productivity. However, rural
economic growth is dependent upon establishment and
continuing serviceability of adequate infrastructure. Basic
transport services are needed to leverage existing
investments and attract new ones to the countryside, as
goods and services can only be obtained, distributed and
marketed in a timely manner in adequate quantities given
well maintained roads, seaports and aviation 1linkages.
Although primary, secondary and tertiary roads, and water
and air transport facilities exist in many parts of the
Philippines, most are sorely in need of rehabilitation,
upgrading and maintenance. Navigation aids are also
required to bring the major air and seaports up to
international operational and safety standards, while better
pier and cargo staging areas are essential to reduce
transport cycle costs.

Political Context

The final years of the Marcos regime coupled with the
following five years of the Aquino administration have been
a period of confusion for domestic politicians, civil
servants and ordinary citizens of the Philippines, as well
as foreign governments and international financial
institutions. The Philippine Government faces massive
poverty and unemployment throughout the country, but, in
part because of requirements for economic restructuring and
budgetary restraint demanded by institutions such as the

15



IMF, government development programs have progressed more
slowly than had been anticipated.

The popular enthusiasm that greeted the arrival of the
Aquino administration, the promulgation of a new
constitution and sincere efforts at policy reform to
stimulate the agricultural sector has waned somewhat. 'The
coalition of administration supporters has dissipated and
factionalism has reemerged as various leaders jostle for
support for the forthcoming elections in 1992. Uncertainty
over the future compositicn of the government and its
commitment to furthering the policy objectives of the Aquino
administration will remain a concern of bilateral and
multilateral assistance agencies. Conceived in a similarly
uncertain and transitional environment, the Rural
Infrastructure Fund project was intended to be one of
several initiatives that would have an immediate impact on
stimulating the economies of rural areas.

Social Context

Of all the countries in the developing world, the
Philippines -- with fifty years as a U.S. colony -- is
probably the most closely attuned to American ways. An
independent Republic since 1946, Filipinos have many
personal and cultural ties with the U.S. However, several
economic and political irritants carried over from the early
20th Century have produced a relationship of mixed emotions
with the U.S. as well as contributing to continuing internal
political dissension.

The Philippines is a "melting pot" of Asian, European
and American cultures, and has a rich heritage of
interaction and social development -- from the gentle,
placid Malay, to the aggressive and enterprising Arab and
Chinese traders; while in many areas aboriginal tribes
still persist in the old ways. Although never able to
subjugate the warlike Muslim tribes in Mindanao, Spain
unified the Philippines in the late 1500's and for over
three hundred years imposed its people, religion and culture
upon the Indios. Liberated from the Spanish yoke in 1898,
the Filipino immediately fell under American political,
economic and cultural dominance and began another dependency
relationship until the Japanese invasion in 1942. Despite
the experience of the "American Era", vast differences
remain between Filipino and American perceptions stemming
from their history, culture and traditions.

The Philippines is a highly personal sociecty. Extended
familial ties, compadre loyalties and palasakan alliances
dominate almost all relationships, rather than objective
institutional norms. Although very bureaucratic and
legalistic forms exist (a pattern inherited from the us),
expediency -- rather than correctness -- prevails, and is
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more often used to deal with routine day-to-day issues and
to resolve legal conflicts, particularly with "outsiders".

The American espousal of faith and reliance in
goverriment as something intrinsically good, equitable and
desirable is not generally shared by the Filipino. Attenmpts
to implement government programs are approached with
suspicion and cynicism until the target beneficiaries can be
convinced that there is something in it for them -- either
overtly or covertly. To counterbalance this mistrust, . the
Filipino 1looks for support through extended family ties.
Nepotism -- though formally forbidden -- is widely practiced
at many levels; objected to only by those out of power.

To counter widespread perceptions of gréft and
corruption in public service, elaborate internal control
systems have been promulgated, and innumerable documentation

requirements e receipts, certifications, checking,
signatures and coun:ter-signatures are required at every
stage for even the smallest transaction. Even relatively
high 1level committees -- such as the PBAC -- almost

inevitably refer their deliberations to a higher authority
to ensure that the consensus is firm enough to withstand
external scrutiny.

The need for harmony, courtesy, respect and politeness,
and fear of embarrassment are high on the Filipino’s list of
social amenities, and they are frequently offended by the
typical direct, blunt American approach. To the Filipino,

context is usually more important than content.
Consequently, there 1is a tendency to use the indirect
approach -- where they don’t say what they mean, and don’t

mean what they say. Thus, in negotiating between USAID and
the GOP, it 1is possible that both parties may develop
misperceptions about the other’s intent.

Conclusion

The sections above which discuss the economic and
political context of the Rural Infrastructure Fund project
paint a rather gloomy picture of conditions facing the

Philippines, and highlight the arduousness  of the
developmental path ahead. The path will indeed be
difficult. However, it should be noted that the bulk of the

rural population has not been held back from achieving
substantial cconomic gains because of its own lethargy or

ignorance. Rather, development in  the past has  been
inhibited by inept governmental policies and venal practices
which have conspired to stifle initiative and distort

natural market f{orces =-- necessary, if not sufficient,
conditions for greater productivity and more equitable
distribution of economic benefits. Nevertheless, given the
opportunity and the seed capital, the Filipino appears to be
ready and able to take advantage of new opportunities.
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ON EVALUATION

We have to live in the world as it is
and use all the resources and "goodies",
adulterated as they may be.

Different views of the elephant, even
through different sets of 1ill-fitted
glasses, are helpful.

Hopefully the views are not of different
elephants.

Irving Spergel
Evaluative Research:
Strategies and Methods
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PROJECT PERFORMANCE
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PROJECT PERFORMANCE

Introduction

The Rural Infrastructure Fund (RIF) project was
conceived by USAID/Philippines as an ‘"umbrella" grant
funding mechanism to assist the Government of the
Philippines (GOP) improve and expand rural infrastructure,
in order to support and sustain economic growth. Several
sub-sectors were initially targeted -~ roads and bridges,
ports, airport navigatioT aids, rural electrification and
rural telecommunications.

A Project Agreement (fROAG) with an initial UsS
contribution of $51.2 million® was signed in September 1987
for a five year duration. Subsequent amendments to the
project have increased the total amount of US funding to
$170 million and extended the life of the project from five
to seven yezars. The Project Assistance Completion Date
(PACD) is now 31 December 1994.

Two separate GOP agencies are directly involved in the
RIF -- The Department of Public Works & lHighways (DPWH) is
implementing the roads, bridges and port improvements; while
the Department of Transportation & Communications (DOTC) is
responsible for upgrading the air navigation aids component.

A fundamental AID principle is that the countries it
assists should undertake the implementation of their own
development programs when capable, and a "Host Country"
contracting mode is usually deemed moEF appropriate for the
procurement of construction services. Prior to the RIF,
USAID had had considerable experience implementing rural
infrastructure projects in the Philippines over a 1long
period of time under a wide variety of arrangements. The
DPWH had been the lead agency for many of these projects and
had developed a relatively sophisticated capability for
procuring goods and services. In the face of a rapidly
mounting Mission workload to support the GOP pursuant to the
EDSA '"Peoples Revolution", coupled with AID’s world-wide
direct hire staff reduction policy, a host-country
contracting (HCC) mode was regarded as both feasible and
opportune to minimize the administrative burden of project
management on the Mission.

lsee Appendix 8 for the Projecl’s Logical Framework. Rural
electrification was subsequently dropped from the RIF, and provided
under a separate Rural Electrification Project, (REP) 492-0429.

2 $4.5 million Philippine government counterpart contribution was
also agreed to.

3AID Handbook 1, Supplement B, 30 December 1990.
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Problems in Initial Implementation

The RIF project initially stalled, then got off to an
slow start due to a series of unexpected -- mostly
unforeseeable --setbacks.

One of fhe initial Conditions Precedent (CP) to funding

disbursement” was not met until September 1989 -~ two years
after the PROAG signing, by which time 40% of the original
anticipated life of project had elapsed. In the first

place, the host country contracting process in selecting a
contractor was unduly lengthy. Untimeliness was compounded
by a failure to reach agreement on terms with the prime

contractor -- Brown & Root International -- during
negotiations. This failure necessitated an additional round
of negotiations with next proposer -- Louis Berger

International, Incorporated (in joint venture with TCGI) --
as well as protracted delay while protests were resolved.

In an effort to partially offset this impediment, USAID
resorted to direct contracting in order to undertake some
feasibility studies and detailed engineering for a series of
pre-identified potential sub-projects, and a short-term
Indefinite Quantity Contract (IQC) was issued to Parsons
Brinckerhoff, Inc., resulting in additional unforeseen cost
to the project. Furthermore, while, generally, the 1QC
contractor performed an excellent stop-gap service, and
produced numerous studies and designs under short deadlines,
some existing on-the-shelf studies (previously conducted)
were dusted off, and some of the detailed investigatory
field-work was deferred. Consequently, once the long term
A&E contractor (Louis Berger) was in place, several of these
earlier studies had to be modified and or reworked. Some
repercussions from this early attempt by USAID to offset the
impact of the delay in contract award under the Host Country
Contracting process are still being felt, as the need for
some changes have continued to be experienced during
construction due to inadequate or erroneous design.

As a result of U.S. legislation and interpretations
subsequent to the design of the project, some additional
environmental analysis work was required as late as 1990 -=
i.e. two years after th2 project should have been underway.

4Requiring the DPWH to furnish an executed contract between the
DPWH and an Architect & Engineering (A&L) consulting firm to provide

engineering design and construction supervision services.

SAn environmental impact statement was prepared during the project
design, but a full-fledged environmental assessmenl was initially
determined to be unnecessary. In 1987, Mission ¢learance was thus given

to proceed. In 1989, AlD/Washinglon’s Science & technology (5&1) Bureau
reversed Lhe Mission’s posilion regarding the environmental analysis,
based on their interpretation of the currept legislalion’s intent,
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AID/Washington then further contributed to the project’s
untimely initiation by tardy provision of the requisite
technical expertise.

The contemporary Philippine socio-political environment
-- both anti-government insurgency activity as well as
interference by politicians and local officials =-- has also
contributed to the delay at some sub-project sites. on the
Quirino Highway in the Bicol, for instance, a time extension
of almost seven months was granted to the contractor because
of inability to work due to insurgency problems. In another
sub-project, the contractor has had vehizles and equipment
appropriated by locul officials, while vyet another
contractor has even delayed mobilizing asphalting equipment
while awaiting the outcome of a local congressman’s request
to upgrade the road surface to concrete.

Implementation was further delayed when several of the
local contractors selected by DPWH to undertake construction

work -- as well as the local joint venture partner of the
major US contractor (Torno America) and some of Torno’s
local sub—cgntractors -- failed to 1live up to their
obligations. In particular, equipment shortages and

equipment deficiencies on site have been significant,
impacting on the timely prosecution of the work.

Inordinately slow importation of vehicles and other
project construction equipment is a prime reason for lack of
equipment on site. This deficiency is largely attributable
to intransigence of GOP customs officials to release the
equipment without payment of customs duties and taxes. The
Bureau of Customs stance is on behalf of the Bureau of
Internal Revenue (BIR), and has been reinforced by a general
position of indeterminancy on the parts of the Department of
Finance and the National Economic & Development Authority to
adhere to, and reinforce the terms of the USAIND/GOP Project
Agreement, which specifically states that "This Agreement
and the Grant will be free from any taxation or fees imposed
under laws__in__g¢ffect in the territory of the Grantee"
[emphasis ours]. Despite case-by-case interventions and
follow-up efforts by USAID and DPWH, this problem continues
as an impediment to timely project implementation.

61he US contractor (Torno America) is ostensib!x in a Jjoint

venture with a Phitippine partner (Foundation Specialists) to undertake
two of the major highway & bridge sub-projecls comprising over $31
million budget -- 187 “of the “project funding, and 29% of the
construction budgel. However, while Torno America continues Lo maintain
this image under the Tetterhead of TAFSJV and has continued to accept
res?onsibility for completing the work obligated under the contract, in
facl, Foundafion Specialists is nowhere in evidence. Consequenlly.

Torno has had to shoulder the total burden.

Tsection 8.4 paragraph (a) Jaxalion.
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Compounding the contractors difficulties, in numerous
instances access to the job site has been limited by a
failure on the part of the GOP -- in pagticular the DPWH --
to resolve road right-of-way problems. In theory, there
should be few if any problems, as the gcvernment already
owns the 20 meter right of way for national highways which
constitutes the bulk of the road work. However, in dealing
with occupants of both publicly and privately owned land, a
generally permissive attitude pervades the official GOP
stance, and funds have been provided to pay occupants
(including encroachers) to leave. In the early stages of
construction, access is usually a relatively minor issue,
because by exerting some extra effort (and at some
additional <cost) the contractor can ‘'"work around the
obstacles". Despite assurances by DPWH that funds are
available to recompense owners and occupants, and assertions
by District Engineers that there are "no real problems, and
everything is being done that is possible", the fact remains
that right-of-way problems still persist four years into the
project. As more sections of sub-projects are completed,
however, Jjumping segments will become increasingly more
difficult, time consuming and costly, thereby incurring
justification for contractors requests for additional time
extension, as well as the associated costs incurred.

By comparison, the navigational aids aspect of the RIF
was relatively trouble-free. Equipment was purchased and
technical support services provided in a timely manner under
a sole-source procurement through a direct AID contract.
Some equipment components were found to be inoperable after
installation but were replaced from the spare parts
inventory. More than six months delay was encountered later
as a result of the GOP'’s inability to provide an aircraft
(originally anticipated) to flight-check the equipment, but
this need was eventually met through other means -~ on a
one-time basis. A problem therefore still exists in the
GOP’s inability to conduct periodic flight-checks when they
will be required. As a result of the equipment operational
checks, some clectrical utility equipment was discovered to
be interfering with full unrestricted functioning of the VOR
equipment in at least one airport visited by the team. This
is an unforeseen right-of-way issue which has not yet been
resolved. Another continuing problem is the GOP’s inability
to fund the ancillary costs of recurrent training for
personnel assigned outside of the greater Manila area. Some
question also currently exists as to the completeness of the
spare parts for the equipment supplied, as it was received
in increments, dispersed nationwide and subsequently
utilized by the contractor without consultation, inventory
and/or followup by the Air Transportation Office (ATO).

8Amou_nting to as much as 30% on one highway visited by the
Evaluation Team -- Kalibo-tstancia, Capiz.
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Progress to Date

Despite the foregoing litany of problems, given the
major 24 month delay in project startup, as indicated on the
following chart, actual construction is generally
progressing satisfactorily with only a few delays which are
normal in construction projects. Furthermore, most of the
clearing and grading has been completed, and surfacing can
proceed relatively quickly, once equipment is mobilized on
site, and the right-of-way issues resolved.

Three major road sub-projects (including bridges) are
under construction, and a relatively minor fourth spur

recently received notice to proceed. Of the six ports
slated for construction, one has been completed, and the
other five are nearing completion. In any event, port

construction. is relatively simple and short term, compared
to the more costly and complex roads & bridges sub-projects.

The navigational aids equipment has been delivered,
installed, and tested; technical training has been provided,
and the equipment is now operational. A second phase is now
underway.

Under the "umbrella" concept, six amendments have been
made to the original RIF project to address additional
infrastructure activities and needs. Thie includes $30
million in support of a Special Development Project in South
Cotabato in the General Santos City/South Cotabato
Demonstration Area, and another $20 million to support
emergency projects 1in Central Luzon to alleviate the
destruction wrought by the volcanic eruption of Mount
Pinatubo.

Designs have been completed on a number of other
relatively minor sub-projects -~ roads & bridges, and ports
-- and are awaiting Notice to Proceed, subject to
availability of funds.

The prospect is that all the sub-projects under DPWH
and the DOTC can be completed without any further extension
of the Project Assistance Completion Date.
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FINDINGS & CONCILUSIONS
REGARDING
STUDY QUESTIONS
A summary of the evaluation team’s - findings

conclusions with respect to each of the nine study questions
is provided on the following pages.

More extensive discussion and supporting material for
each topic is contained in Appendix 6.



GOP GUIDELINES RE
HOST COUNTRY CONTRACTING
[QUESTION 1]
Q1. Do the GOP guidelines relating to Host Country
contracts with consultants promote timely and
effective services for the implementation of sub-

projects under RIF, especially with regard to contract
negotiations with foreign consultants?

Yes. The written GOP gquidelines on civil works

contracting and procurement of consultants are reasonable,

and do not _inhibit the solicitation of expatriate

(particularly American) technical consultancy _services.
However, several problems have been encountered under the
RIF Project in the application and interpretation of these

guidelines. One particular issue =-- namely, the notable
failure of the GOP to reach agreement with a US_ expatriate
A&GE Consulting firm =-- effectively stymied RIF project

implementation for two years.

While in retrospect it seems likely that the situation
would have been resolved more rapidly under a direct AID
contract, at this late stage it is irrelevant to speculate
about what might have been. Ir the evaluation team’s
judgement, however, the failure to award did not occur as a

result of inadequate guidelines and procedures or

restrictive practices, but was rather the intransigence of
both parties in attempting to reach agreement. 1Indeed, the
A&E Consultant (LBII/TCGI) subsequently selected was also an
expatriate (US) firm in joint venture with a Filipino
company.
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GOP PFPROCUREMENT PROCEDURES
[QUESTION 2]

Q2. Are the procurement procedures covering construction
contracts as contained in the implementing rules and
regulations of Presidential Decree 1594 unduly
cumbersome? Do they promote free and open competition
in the bidding process? Does the use of Approved Agency
Estimates (AAE) and Allowable Government Estimates (AGE)
promote free and open competition at "reasonable"™ cost
to the government?

Unduly Cumbersome? No, but . . . . The GOP procedures
for construction contracting are modeled on U.S. and other
donor procurement guidelines. However, there are widespread
perceptions of public corruption and opportunities for abuse
in the construction industry which have given rise to an
accretion of ever tighter internal controls and administrative
procedures. These controls and additive procedures -- while
burdensome and time consuming =-- simply reflect the GOP’s
pervasive attitude of distrust.

Promote Free & Open (I1'&0) Competition? Yes. The process
promotes widespread advertising, solicitation and tendering
for goods and services.

One aspect that has created some difficulty between USAID
and DPWH in the past is the GOP practice of negotiating with
the lowest bidder after a failure of competitive bidding
procedures. Engaging in negotiations tor construction
services after a Lid failure is contrary to AID’s long-
standing policy. However, DPWH considers that it is still
possible to successfully negotiate fair and reasonable
contract terms, conditions, and prices with the lowest bidder,
and that this process results in speedier placement of

contracts than starting the entire process over and
readvertising. This practice is common in Philippine
government agencies, and is in fact "host  country
contracting".

Do AAEs & AGLs_promote F&0 Competition at Reasonable
Cost? No. The Agency/Government estimates often rely on
irrelevant or outdated price data as a basis for estimates, as
well as arbitrary (and sometimes inappropriate) "ceilings" in
computing indirect costs.

However, RIF contracts are exempted from the AAE/AGE
ceiling on contract awards. Nevertheless, it is evident that
in practice, the RIF Project has not been entirely free from
AAE and AGLE influence. While the AAE/AGE ceiling does not
apply to foreign funded projects, the AAE is referred to in
determining the_reasonablenecss of the bid.



GOP ORGANIZATIONAL STRUCTURES
[QUESTION 3]

Q3. Are the organizational structures of Host Country
implementation agencies suited to the effective
management of the RIF project? Do the agencies have
the capability to effectively implenent their
respective sub-projects? Has an effective working
relationship been established among DPWH, USAID, the
consultants and contractors under the project?

Organizational Structures VYes, but . . . . The basic
centralized organizational management of the Rural
Infrastructure Fund (RIF) project under the Department of
Public Works & Highways (DPWH) and the Department of
Transportation & Communications (DOTC) were (and are)
suitable to effective management of the RIF project.
However, a recent change in DPWH -- Departmental Order 55
(D.0. 55%) ==~ i5 now creating some confusion and concern. DO
55 diffuses operational responsibility to the Regional
Offices of the DPWH, thereby relegating the formerly
centralized RIF-Project Management Office (RIF-PMO) to a
supervisory and liaison role.

Furthermore, a transfer of responsibility for port
construction -- from the DPWH to the DOTC -- is imminent.
Organizational management details -~ such as staffing,
physical location, coordination and communications; as well
as day-to-day responsibilities and authorities for funding,
contracting and supervising the construction work =-- have
not yet been determined.

Capability The RIF-PMO, and the DOTC ATO have
effectively managed the RIF for the past two vyears.
However, the Regional 0Offices of the DPWH (under D.O. 55)
are not fully capable of carrying out their responsibilities
with respect to the RIF. The capability of the DOTC to
handle the ports sub-component cannot be determined at this
time.

Effective Working Relationshivs ror the most part, an
effective working relationship has been established among
DPWH, USAID and LBII/TCGI personnel, and the contractors
implementing the project and sub-project activities. Major
difficulties persist with the dnability of the GoP to

resolve gsome contractual and procedural questions. These
issues - and procedural recommendations for their
resolution -- are outlined in the "Outstanding Issues"

section of this report.
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ATD—DIRECT VS
HOS'T COUNTRY CONTRACTING
[QUESTION 4]

Q4. Is the use of AID Direct contracting procedures an
appropriate and effective alternative to Host Country
contracting procedures for sub-projects? Will this
expedite project implementation?

Appropriate _& Effective? Yes, but . . . . Given the
staff support, direct AID contracting provides greater control
over contractual issues during implementation and 1is a
workable alternative to Host Country contracting. However,
the general perception by the GOP is that direct contracting
by the donor implies that the funding agency lacks confidence
in the ability or willingness of host country agencies to
carry out required tasks as gspecified in the agreement for
foreign assistance. In so far as the RIF project is
concerned, it is qgenerally too late to switch from Host
Country Contracting to AID Direct Contracting as a means for
implementing sub-projects.

Expedite Implementation? Not necessarily. AID-Direct
contracting is no panacea. Direct contracting could expedite
some aspects, however, difficulties in implementing projects
in the Philippine administrative, social and political milieu
would continue. Furthermore, such expeditious action could be
attained only by shifting the administrative burden of project
management f{rom the DPWH RIF-PMO & its A&E Consultant, to a
similarly staffed USAID professional contracting and technical
engineering office and its A&E Consultant.



PIRACE & ORDER, AND
SOCIO—POLITICAYL CONSTRATINTS
[SOW TASK 7 & QUESTION 5]

Q5. Are therc any "peace and order"™ concerns and/or other
socio-political constraints which hinder field
activities associated with sub-projects? How do these
impact on project implementation and how can they be
resolved?

Peace & Order Concerns Some. Work on some sub-
projects was previously affected by insurgent interference.
The contractors involved were authorized compensatory time

(and cost) extensions. Currently, peace & order is not a

major concern. However, since there¢ are many projects in
the pipeline awaiting Notices-to-Proceed, and insurgency is
endemic in the current Philippine socio-political
environment, future difficulties with various anti-

government groups cannot be ruled out.

Socio-rolitical__Constraints Some. Right-of-way
problems have been experienced -- particularly along the
Quirino and Kalibo highways -- and if not resolved could

become a scrious problem as the construction progresses.
There is a distinct possibility of violent confrontation
with those who must be required to relocate.

Local politicians have interceded with the DPWH (and
with USAID) from time to time to secure changes in certain
sub-projects under the RIF. These interventions tend to
slow down project implementation.

Resolution Resolution of these interruptions to
effective project implementation is beyond AID’s capacity.
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AC1'UAL, ACCOMPLISHMENTS
Vs PROJECTED

[SOW TASK 4 & QUESTION 6]

T4. Define Project Accomplishments to Date

The evaluation tean will define the project
accompl ishments achieved to date and compare these
accomplishments with original projections. This
comparison will be against the project inputs proposed
in the Project Paper.

Q6. Do actual accomplishments to date compare favorably with
projected accomplishments? Is the actual expenditure
rate close to the rate projected in the PP? If not,
what are the arcas for improvement?

ACCOMPLISHMENTS VIS A VIS ORIGINAL PROJECTIONS

The startup _and_schedule for the RIF project was delayed
two years (-407%). Consequently actual cxpenditure rates are

completely ont _of synchronization with _proijected rates.
However, once the long-term A&E Consultant (LBII/TCGI) was
eventually wmobilized, the DPWH RIF-PMO (Project Management
Office) efficiently performed the necessary preliminaries
leading to, and initiating, construction. The chart on the
following paqgce indicates the current status of the major sub-
project activities.

Physical Tarqgets: The Project Paper (PP) envisaged pnew
construction _or__upgrading 250 _Km of roadway, and_at

least 9 ports. PP amendment #2 expanded _ road
Amprovements  to 320 Km_and_also__funded_ 10 _additional
ports -- bringing the total to 19.

Actual Accomplishments: The DPWH has brought 260 Km of roads
(104% _of the original_plan,_and_81% _of the_revised _plan)
and 16 ports (178% of the_ original _plan, and 84%t_of_ the
revised plan) to the construction stage committing most
of the RIF funding presently allocated to the Roads,
Bridges and Ports subsector.

Costs: The  Project  Paper’s  (PP) estimated  costs  were
considerably lower than the actual costs incurred.  Road
construction costs generally exceeded PP oestimates by a
factor ol lwo, or more., Port construction estimates in
the Project Paper were similarly low =-- again almost
double the estimate.,



r's THE PROJECT
OPERATING AS PLANNED?
[QUESTION 7]

Q7. Is the project operating as planned in the Project
Paper and Project Agreement? Are the sub-project
selection and approval procedures outlined in the
Project Agreement being followed and do they ensure
the involvement of local governments? If there are
significant deviations {rum the mechanisms described
in the PP and PROAG, have they been clearly justified
and documented?

Operating As_ P’lanned? Yes. The RIF is generally
operating as planned in the Project Paper (fP) and the
Project Agreement (PROAG).

Selection Procedures Followed? Yes. The GOP has a
well-established system for identifying and prioritizing
development projects, which takes into consideration a wide
variety of factors pertinent to development, and in far
greater detail than mentioned in the Project Paper. RIF
sub-projects were nominated and selected after screening by
this system.

Local_ Government Involvement? No. Local governments
were only involved in the selection of projects in an
indirect way -- and this involvement was long before the RIF
began. Other than having originated a long-standing "wish
list", there is no indication_of any subscquent_systematic
involyement  of local __government___units _in___the_ RIF.
Furthermore, the RIF has not targeted the local district
offices of DPWII for any equipment support or institutional
development eoffort to handle the maintenance aspects that
will ensuc from the project.

Significant pDeviations from the PP & PROAG? Yess.  The
disbursement mechanisms outlined in the Project Paper and
Project Adgreemont were not followed. A different system --
of direcct payment by USAID -- was agreed to in writing as
provided by the PROAG. This process appears to be working
well.
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IDENTIFICATION AND PRIORITIZATION PROCEDURES
FOR PROJECT SELECTION

RESPONSIDBLE ORGANIZATIONS ACTIVITY
I R SR M IO S L

Project identification, based on the

LOCAL GOUERNMENT UNIT fenewed needs of the locallty -- the
- ocal community leaders. Indorsement to

the Tocal National Government Offices,

Project 1dent|ncat|on and prlorltuatlon

LOCN L ICES F based on the needs of the localit y -~ from
NATIONAL GOUERNMENT OFFICES the National perspective, Indorsement to
J the Municipal Development Council
- Project review and indorsement to the
MUNICIPAL DEUVELOPMENT COUNCIL Provincial Development Council
I
Project review and indorsement to the
{PROUINCInL DEVELOPMENT COUNCIL Regional Development Council

1

s Project review, and indorsement to NEDA for

REGIONAL DEYUFELOPMENT COUNCIL J prioritization scoring and ranking, and for
- ldentiflcation of potential funding sources

SOUPCII'I? of foreign fundln? for Ero\nc!s
blic Investment Staf

the project has an 1dent|f|ed firm funding
source, it is indorsed to the appropriate
national level agency for negotiation and
inplementation.




REPUBLIC OF THE PHILIPPINES
NATIONAL ECONOMIC & DEVELOPMENT AUTHORITY (NEDA)

CRITERIA FOR PRIORITIZATION OF PROPOSED PROJECTS FOR THE
MEDIUM TERM PUBLIC INVESTMENT PROGRAM
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PROJECT SELECTION
METHODOLOGY
[QUESTION 8]

Q8. What is the overall methodolngy which DPWH uses for
matching donor funds with proposed sub-projects? Does
this methodology assure that the more viable sub-
projects are being prioritized for implementation? Do
accomplishments under RIF compare favorably with the
accomplishments of other donor agencies working with the
same implementing agencies?

Selection _Methodology As 1indicated in response to
Question 7, the GOP has a well-established system for
identifying and prioritizing development projects, which takes
into consideration a wide variety of factors pertinent to
development. A summary outline of this system is shown on the
following page.

Sub-Project _Viability Prioritized? No. Economic
viability is an intrinsically important consideration for sub-
project selection, but only 4.5% of the total selection
criteria_addresses economic_ viability. Given this weighting,
there is 1little or no assurance_ that the more viable sub-
projects are prioritized for implementation. Furthermore,
because so many of the initial cost estimates have proven to
be unrealistically low, and the time frames for implementation
exceeded, once a contract is awarded the economic viability
aspects are given little if any further consideration.

Nevertheless, considerable thought and effort has gone
into designing an objective system for project selection, to
address (and attempt to balance) the various factors involved,
and assure that projects which survive this review accord with
overall GOP priorities.

RIF v Other Donor Accomoul ishments Similar.
Accomplishments under RIF are not significantly different from
those of other donors. All tend to encounter some negative
slippage, and the reasons for slippage are similar -- delays

in awarding contracts, slow procurement of equipment, delays
in clearing customs, lack of adequate equipment on site, and
right-of-way problems on the ‘job.
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IDENTIFICATION AND PRIORITIZATION PROCEDURES
FOR RIF PROJECT SELECTION

RESPONSIBLE ORGNANIZ2NTIONS ACTIVITY
R TR, R N A TR TR

Call for projects "ready for implementation™

Submission of Project Listings -- Only
progects with feasibility studies conpleted

fpproval of BIF and initial project list

U.5. AGENCY FOR INTERNATIONAL Signing of Project Agreement
DEVELOPMENT
DPHH A&E DOTC/USAID For DPM - Selection of consultant and
Consultant Airnavs update of feasibility studies
Contractor
For DOIC - [dentification of equjpment
l USAID - Invitation for Bids ¢IFE)
I USAID/Suppliers Purchase and installation of AIRMAVAIDS
ATO ficceptance of AIRNAUAIDS
/
HsSAID Approval of sub-projects which have passed
feasibility analysis
DPHH A&E Consultant Detailed Design, Engineering, Contractor
Contractors pre-qualincaglon invitation for bids (IFB)
‘ and contractor selection
m Contract review and concurrence
DPHH-PMO, A&E Consultant Project Implementation, Supervision and

Contractors monitoring




WORKING RELATIONSHIPS
[QUESTION 9]

Q9. Does USAILD staff maintain effective working
relationships with the implementing agencies with
regard Lo the resolution of problems encountered
during the implementation of sub-project activities?
Is USAID able to respond in a timely manner to GOP
requests under the project?

Effective Working Relationships? Yes. The current
incumbents enjoy good personal rapport, and have established
a sound professional working relationship with the DPWH &
DOTC implementing agencies.

Problem Resolution No. The question of whether or
not AID has an effective relationship with the GOP is begged
by the fact that USAID is not a party to the contracts under
which the project is being implemented. Thus the scope of
AID’s _effectiveness _in implementing the project and
resolving _contractor-related difficulties and issues with
the GOP is considerably curtailed. Many issues have
continued without resolution for a considerable time.
Although AID is technically aloof from day-to-day problems,
additional USAID intervention is needed -- at the highest
DPWH 1levels -- 1in the interest of effective project

implementation.

USAID Responsiveness Yes. USAID does respond in a
timely manner to GOP requests, however since or the most
part, the project is being implemented under Host Co.ntry
Contracts, the DPWH has no reason to turn to USAID for :elp
with RIF problems regarding Roads & Bridges, and Ports.

The NAVAIDS and Telecommunications subsectors are
implemented by USAID contracts for commodities and technical
as:sistance. The GOP agencies affected (DOTC and its ATO)
apreared satisfied with USAID’s handling of the contracts.
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OUTSTANDING ISSUES

In addition to the pre-targetted study questions,
during the course of the study the evaluation tean
encountered several issues which still need resolution.

These issues - and the evaluation team’s
recommendations -- are outlined on the following pages.
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OUTSTANDING ISSUES

PURBIL.ITC WORKS & HIGHWAYS

( DPWH )
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OUTSTANDING ISSUES
RITYY PROJECT MANASEMENT

DESITGNATION OF THE ENGINEER

In order to implement the RIF project more efficiently
and effectively, it is essential that someone be formally
designated as The Engineer. The present ambiguous situation
hampers the Consultant’s effective discharge of
responsibilities, and is the locus of many issues between
the contractor, USAID, LBII, the PMO and the DPWH
bureaucracy.

The Evalualion Team wishes to emphasize that resolution

of this issiue is purely a GOP prerogative.

From the evaluation team’s perspective and collective
experience, the preferred option would be to designate the
Chief of Party of the A&E Consultant (LBII/TCGI) as the
Engineer, with the DPWH as the Employer.

If, however, the DPWH decides that it wishes to be the

Engineer -- we suggest that management effectiveness will
be enhanced il responsibility is placed on an _individual
with direct operational involvement in the project, at a

level not hidyher than the Project Manager of the PMO, rather
than a titular designee at a higher DPWH executive level.

Recommendation

The evaluation team recommends that DPWH formally
designate -- in writing -- an Engineer for the project. We
recommend Louis Berger International 1Inc. as the most
appropriate organizational entity, and one individual of
LBII/TCGI senior staff who will have the duties
responsibilities and authorities as set forth in the FIDIC]
"Conditions of Contract (International) for Works of cCivil
Engineering Construction".

IFIDIC -- Federation Internationale des Ingenieurs-Conseils
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OUTSTANDING ISSUES
RTF PROJECT MANAGEMENT
& DEPARTMENT ORDER S55S
(D.O. 55)
The wunitary PMO management style utilized in DPWH
functions differently from the diffused decentralized
Regional Manager concept. Though both systems are valid

management approaches, their objectives are different.

The PMO has a short term responsibility and is

primarily concerned with getting the -job done right -- i.e.
efficiently -- as planned, on time and within cost.

The Regional Director has a longer run responsibility
and is primarily concerned with getting the right job done
-- l.e. effectively -- and plans, schedules, and even the
costs modified if necessary to meet the currently perceived
priorities within his geographic area.

These two differing objectives do not co-exist well,
especially when the responsibilities are diffused to
different individuals with varying levels of authority for
administrative, financial and performance management.

The Evaluation Team wishes to emphasize that resolution
of relative priorities in this complex issue is purely a_ GOP
prerogative.

As a general policy, USAID actively supports the
concept of decentralization. In this particular instance,

however, from USAID’s perspective, the consequence of
continued application of D.0. 55 to the RIF project (or
avoidance of the issue) is that additional cost,
administrative complexity, and resultant delays are most
likely to be incurred, as the project was not designed for

implementation under a decentralized mode.
Recommendation

In order to implement the RIF project most efficiently
and effectively, the evaluation team recommends that USAID
request DPWH lo exempt the RIF project f(rom Department Order
55 with regard to supervision by the Regional Director of
technical performance, as well as monitoring and approval of
expenditures.
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OUTSTANDING ISSUES
CONTRACTOR PREQUALIFICATION

& SELIECTION

The current GopP procedure for prequalifying contractors
and awarding contracts is satisfactory, but its
implementation is weak, as numerous instances have surfaced
where contractors have been selected who did not in fact
have the capability (or intent) to complete the job.

Although not a party to Host Country contracts, USAID’s
role in the review and approval of the contractoirs selected
is ineffectual -- apparently a superficial review of paper
qualifications -- which contributes little, if anything, to
the review process. Consequently, for the remaining few
sub-projects under the RIF -- as well as for subsequent
infrastructure projects that USAID may enter -- there is a
need to improve the contractor selection and award
procedures.

Given the tremendous number of potential contractors
scattered throughout the Philippine archipelago, and the
case with which documents can be obtained, doctored and
experience and other requirements "inflated", the PBAC is
probably doing all it can to screen contractors at the pre-
qualification atage. 1t simply is not feasible to conduct

an on-aite inspection of every would-be contractor.
Emphasis must therefore be focussed on the next stage -- the
award.

Physical inspection of the successful contractor

selectec’s facilities and equipment, and possibly even back-
checking on some prior work performed, should be well worth
the additional tiae, effort and cost involved -- by reducing
the number of failures on-the job during implementation.
Furthermore, the general  knowledge in the contracting
community  that such a  procedure. would be reqularly
instituted by DPWIE might preclude many frivolous and/or
unqualified contractors from submitting bids in the first
instance. With a USAID engineering representative as party
to such an  incspection, the USAID role would also be a
meaningful review, rather than simply a paper exercise.

Recommendat.ion

The cvaluation team recommends that DPWH/PBAC
prequalification screening be intensified, and a joint
DPWH/LBII & USAID  physical  inspection of contractors
facilities and equipment be conducted prior to final award
of the contract.,

44



OUTSTANDING ISSUES
APPROVED AGENCY LESTIMATES

(AALR)

In planning to contract for construction services,
preparing a contract budget is an integral of the process --
for both technical and  administrative reasons. The
government contracting officers need to have an appreciation
for what a "reasonable cost"™ might be, while the project
officer must take appropriate steps to set aside  the
necessary funding, In the Philippines, these cost estimates
== Approved Aqgency Estimates (AAEs) -- are developed by DPWH
enginecrs., Allowable Government Estimates (AGEs) are then
determined aa an acceptable range bracketing the AALs, to
serve as a chech on unrealistically high or low bids.

Most countries -- including the US -- use a similar
approach to developing  reasonable  contract  costs and
competitive 1anges, In the Philippines however -- and
particularty in the DPWH -- rather than facilitatine +¢he

contract award process, Approved Agency Estimates (AAE) have
become_part of the problem because some of the factors used
in their preparation are outdated and/or inappropriate. The
two major elements contributing to inadequate AAEs are the
use  of  government. controlled prices, and determinants of
indirect cost:.,

1. Government. controlled prices  Real prices in the
marketplace are often much higher than the
governmnent. ‘s "controlled" price which is used in the
AAL, resulting in  an AAE  which is  considerably
undercestinatoed,

2. Indirect. cost rate Some  of  the factors in
calculating the indirect cost rate are unrcalistically
pegged at certain levels, or ratios, which can result
in an AAL that is far too low.

Recommendation

The oevialuation team recommends that the GOP utilize
current markelt prices rather than government-controlled
prices, and vdjust the formuiae for computing Agency
Estimates.
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OUTI'STANDING ISSUES

CONTRACTTOIR? PAYMENT PROCEDURES

The present procedures for reimbursing contractors are
slow and incfficient, resulting in delayed payments as well
as uncertainty as to what items have (and have not) been
paid. The procedure differs from that documented in the
project paper, and while it has apparently evolved from
experience, remains vndocumented.  Thus, it is not clear to
all parties exactly what the actual process 1is, or
reasonable requirements and "normal'" time lags are at each
stage.

Furthermore, as  a  consequence of D.O. 55, some
additional steps have been injected in the pre-existing
process, and physical backtracking of vouchers -- i.e. from
the contractor and A&E in the field to Manila, then _back to
the Reygional office for approval, and back to Manila again,
(with additional requirements for supporting documents) --
has occurred.

There is therefore a need to review, modify, clearly
delineate, and then document the process and requirements
for future reference and adherence by all parties involved.

(If the RIF 15 not exempted from Regionzl Director
supervision lor monitoring RIF expenditures, the evaluation
team recommends  that at a minimum, the document routing
should be modified so0o that the Regional Office reviews and
approves billings before forwarding_them to LBII _and DPWH _in
Manila, and reasonable time limits be imposed for processing
voucher:s at cach stage. )

Recommendat jon

The evaluation team recommends that the requirements,
procedur» and schedule for payments to  contractors be
reviewed, modified and clearly delineated; ther. adhered to
by all partic:,
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OUTSTANDING ISSUES
RILGITT OF WAY ( ROW)

Visits to the three largest road projects (amounting to
approximately U5$40 million) as well as several ports and
airports confirmed that difficulties exist in acquiring access
to rights-of-way (R()W).l Discussions with the DPWH District
Engineers (DEs) responsible for ROW settlements indicate that
they have been provided funds to settle with the encroaching
parties, but while "working on it", DEs apparently do not view
ROW access issues with the same sense of urgency as the PMO.
However, the cevaluation team holds an opposing view -- that
this _is _a problem_which warrants immedjate attention, and one
which will bLecome more serious with the passage of time.

The simple fact that the rights-of-way are not clear,
with the consequence  that the contractor does not enjoy

unencumbered accens to the job site -- whether he currently
needs it or nol -- provides the contractor a basis for future
claims for additional costs, and time extensions. The net

effect i a further delay in the project as well as additional
unnecessary cost being  incurred, which could be avoided by
prompt action -- cven at this late date.

Recoamendat jons
The cvaluation team recommends that:

1. DPWH expedite right-of-way (ROW) clearance for road and
port construction.

2. USAID issue  a Project  Implementation  Letter (PIL)
advising the DPWH that prior to release of construction
funds under new sub-projects, a certification must be
provided that the parcellary survey has been completed
and funds carmarked to cover the estimated right-of-way
acquisition costs,  together with a  time-table and
financial schedule for payment, and access.

3. USAID develop a Condition Precedent to bisbursement of
Construction I'unds that will assure right-of-way
acquisition and quarantee free access by construction
contractors, ftor future Construction Project Agreements,
similar to Lhe PIL recommended above,

lSpnrndif nmoperty and at ility fixtures on the Quirino project are
allegedly inhibiling contiquous conu(rualinn activity. the Kalibo and Ajuy
segments of the ecisting 20 meter wide Hational Highway are encumbered by
squatter and/m  abutd nu} owner improvements, . fven though the prowerty
already belongs to the DPWH, they have determined that owners of structures
thercon shoul& heo redimbursed by the Government. Roadwork within the town
of Lstancia is o will be particularly impeded by numerous structures
encroaching the vight of way.



OUTS TANDING ISSUES

PAYMENT OF DUTILIES & TAXES

The Project Agreement between USAID and the GOP is
quite explicit regarding exemption from payment of duties

and taxes under the RIF project® but problems continue to
arise. Payment of taxes is a particularly contentious item
-- the Bureau of cCustoms collects Value Added Tax (VAT) on
imported equipment on behalf of the Bureau of Internal
Revenue (BIR):; while contractors are being charged for VAT
by suppliers ol locally-procured items, although VAT is not
always scparately identified on their billings. AID does
not reimburse contractors for itemized VAT payments and in
most -- but not all -- cases, AID deducts 10% (equivalent to
the VAT rate) from i1ts payment to most contractors, as such
an amount was already considered (and factored 1in) in
determ%ning the contractors indirect costs and overhead
rates.

Where dutins  and taxes have already been paid by
contractors, it is the GOP’s responsibility to reimburse the
contractor for such items. However, responsibilities and
procedures for reimbursement are not clearly defined or
consistently (ol lowed.

Recommendation

The evalualion team recommends that DPWH, USAID and any
other interested parties establish a Joipnt  Standard
Operating_ Procedure (JSOP) for expeditious processing and
resolution of issues between contractors under host country
contracts, and the GOP/Engineer. Formalize the JSOP in a
Joint Project Implementation Letter (JPIL).

Isection 5.4 laxation paragraph ?a) specifically states that "This
Agreement and the Grant will be free from any taxation or fees impose
under laws_in effect in the territory of the Grantee" Iemghasns oursJ;
and paragraph (b) Turther stales thal "To “1he exten hat (1) gﬂ%
contractor, including any consulting firm, any personnel of suc
contractor financed under” the Grant, agd_gﬂyﬂp[uperty or__transactions
relating to  such —contracls; —and any __ <:.o_mm9d.,it,y.,-,,m:ocx,ufqme t
transaction Tinanced ander "the™ Grant argwnolmcxen?L from identiTiabTe
Ltaxes, tariffs, duties, or other levies imposed under laws in effect $n
the territory of the Grantee, the Granltee_will, as and to the extent

provided in and pursuant to Project Implementation tetters, pay or
reimburse Lhe same with funds other than those provided under™ The

Grant." [emphasis ouwrs].  There may also be a more general "umbrella’
bi-lateral agreement between the US and Philippine governments regardin
this issuc, [Brokerage  fees are  privale entity charges, not

governmental. thus they are not reimbursable. )

21 orno’ s billing are apparently dealt with differently from other
contractors.
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OUTSTANDING ISSUES

DEPAIRTMENT OF
TRANSPORTA'TION &
COMMUNICATIONS

( DOTC)
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OUTSTANDING ISSUES
AlTR NAVIGATION AIDS

TRATNING

Although a number of air navigation aids have been
provided nationwide, and a technical training center
established in Manila under Phase I of the DOTC aspect of
the RIF project, the need for continued in-country training
is a current concern.

Because ol budgetary constraints, the GOP is no longer
able to sustain the desired flow of trainees -- particularly
individuals f{rom outside of the Metro Manila area.

Recommendation

The evaluation team recommends that DOTC and USAID
ensure that adegrate provision is made in Phase II for
continued effective operation of equipment already provided
-- through timely testing, technical training, and provision
of spare parts.
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OUTSTANDING ISSUES
ATIR NAVIGATION ATDS

SPARE PARTS

Under P’hase 1 of the DOTC aspect of the RIF project, a
number of air navigation aids were provided and installed
nationwide, and are now operational. A selected two year
spare parts inventory was also provided and subsequently

dispersed by the contractor to various operating locations.

During the installation process however, in order to
expedite the installation and operational testing, some
spares wera utilized -- i.e. "borrowed" -- by the contractor
to repluce ‘items which were found to be defective after

shipment and Lesting.

While some of these items have been replenished by the
contractor, Lhe DOTC has no comprehensive inventory of the
current state of spares vs that required to be provided
under the contract.

Since procurement was under an AID Direct. Contract, the
USAID Project. Officer should follow-up with the contractor
and appropriate ATO officials to resolve this issue.

Recommendabtion

The evaluation team recommends that DOTC and USAID
ensure that adequate provision is made in Phase II for
continued effecctive operation of equipment already provided
-- through timely testing, technical training, and provision
of spare parts.
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OUTSTANDING ISSUES
ATR NAVIGATION ATDS

FIL.IGHT CHECK_ /TESTING

Under Phase I of the DOTC aspect of the RIF project, a

number of air navigation aids were provided and installed
nationwide, and are now operational. Originally, it was
anticipated that the GOP would provide an aircraft suitably
equipped to perform this task. However, this did not
materialize and eventually an aircraft was rented as an

interim solution to conduct the initial testing.

There is a continuing requirement for periodic flight
check/testing of this equipment, but the GOP still does not
have an aircralt with the capability to conduct such tests,
nor the budgct to rent one.

Without continual periodic testing, and adjustment, the
air navigaticn aids equipment will not meet international
recertification requirements. Since Air Navigation Aids
assistance is under an AID Direct Contract, the evaluation
team recommends that the USAID Project Officer meet with
appropriate DOTC officials to address this issue.

Recommendaltion

The evaluation team recommends that DOTC and USAID
ensure that adequate provision is made in Phase II for
continued effcctive operation of equipment already provided
-- through timely testing, technical training, and provision
of spare parts.
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OUTSTANDING ISSUES

USALID
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OUTSTANDING ISSUES

CONFLICT RESOLUTION

A number of issues arise during project implementation,
many of which are beyond the administrative responsibility
or authority of DPWH tco resolve. These are followed up by
individuals on a case-by-case basis. However, there is no
satisfactory authoritative locus for expeditious resolution
of these iscues. Bureaucratic processes are slow in any
organization and inter-agency communication and coordination
leaves much to be desired. With the passage of time, issues
left unresolved (or apparently neglected) tend to grow into
ma’jor problems.

Liaison between USAID and the RIF-PMO with the DPWH
Central Office -- particularly at the levels of the
Undersecretary, Assistant Secretaries and Bureau Directors
-- needs to he strengthened.

An tni:oragency committee - composed of the
undersccretarics of the DPWH, NEDA, Department of Finance,
Department of Fnvironment and Natural Resources, and other
relevant line departments -- already ciisus for resolving
issues incurred on several other foreign assisted projects
administered by the DPWI. 1he members can also be formally
organized into a Project Steering Committee as the venue for
resolution of problemns/issues encountered during project
implementation.

This committee  meets cevery other month, or as
frequently as issues ariso. Committee members are the
contact person for issues concerning their department. The
donor representative plays an active observer role, but 1is
not bound by the agreements rcached by the committee. This
Interagency cvomnittee approach utilized on some other donor
prejccts appeers to be an appropriate model for the RIF to
adopt.

Recormendat ion

The evaluation team recommends that DPWH, USAID and any
other interestod parties establish a  Joint  Standard
Operating Procedure (JsSor) for expeditious processing and
resolution of issues between contractors under host country
contracts, and the GCP/Engineer. Formalize the JsSOP in a
Joint Project Implementation Letter (JP1L).
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OUTSTANDING ISSUES

A&l CONTRACTOR RENEWAL

The current Host Country Contract for A&E services with
LBII/TCGI will expire in 1992 -- some two years before the
construction contracts are scheduled to complete. However,
A&E construclion supervision services will be required for
the life of the project. Furthermore, PMO change orders to
LBII/TCGI’s A&LE services to date have resulted in
expenditures at a rate faster than originally planned.
Consequently, LBII/TCGI currently estimates that all
budgetted funds will be fully committed by the second
quarter of Calendar Year 1992 (i.e. March - June).

Whether~ IBII/TCGI’s contract is to be extende?, or

whether the A&E contract is to be readvertisea for

competitive bidding is a GOP management degision, as the A&E
contract is a Host Country Contract. In any event, in order
to avoid a hiatus in supervising construction it is not too

early to initiate appropriate administrative steps at this

time to provide additional funding for LBII/TCGI under their
current contract, as well as to consider future contracting
options at the expiration of their contract.

Recommendation

Initiate administrative action to obtain an A&E
contractor for the remaining life of the RIF project, to
become effective when the current contract with LBII/TCGI
expires at the end of 1992.
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OUTSTANDING ISSUES
HOST COUNTRY CONTRACTING
LAWS , RULES & PROCEDURES

Continuation of the host country contracting mode is
recommended until the Project Assistance Completion Date

(PACD). Therefore, USAID personnel (and the LBII as
consulting engineers) should have a working familiarity with
-=- or access to the expertise -- to interpret host country

laws, rules and regulations, in order to minimize the
potential for future disputes.

In particular -- in addition to a review of GOP
infrastructure contracting requirements, procedures and
practices -- US expatriate attention should be directed to

the Philippine Internal Revenue Code, tariff legislation and
the recently passed Local Government Code.

Given a more complete appreciation for GOP
requirements, USAID/DPWH consensus on the application and

interpretation of rules and regulations -- and the need for
modifications/waivers/exemptions thereto -- should be
reached faster, and potential conflicts averted, therebv

" saving much time, effort, frustration and ill-will.

Recomnmendation

The evaluation team recommends that USAID familiarity
with GOP laws, rules, regulations and procedures should be
reassessed, and upgraded (or supplemented with Philippine
legal assistance) as necessary to minimize potential
disputes.
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OUTSTANDING ISSUES
RTF TFUTURE FUNDING OPTIONS

The evaluation team essentially considered four options
for funding the RIF in the future:

1. DE-OBLIGATE Do not commit any more funds under
the project - deobligate existing uncomnitted
funds, and close out RIF as soon as possible

2. COMMI'I'_CURRENT OBLIGATIONS Continue to commit the
funds currently obligated for all on-going activities,
but do not take on any new sub-projects, and do not
replenish the funds diverted for the General Santos and
Pinatubo activities

3. REPLENISH "DIVERTED"™ FUNDS replenish the funds
reprogrammed for the General Santos and Pinatubo
activities in order to provide adequate funds for the
original target sub-projects

4, RETALN_THE RIF _AS AN _OPEN-ENDED FUNDING MECHANISM
Continue to obligate additional funding as desired by,
and available to, the Mission

Recommendation

The evaluation team recommended Option # 3 above -- but
this was _a simple majority decision rather tran unanimous.

[For Mission HManagement guidance, the "pros™ and "cons"
considered in arriving at this recommendation are outlined
in Appendix 6. ] Prefatory to taking any action, however,
the team urges the Mission to develop a new Implementation
Plan based on the current activities already committed and
underway in teorms of both available and required funding
levels and the Project Assistance Completion Date, to ensure
that they are adequate in light of the changes below:

1. The original cost estimates were very low

2. The life of the project has been extended

3. Some additional funds been provided

4. Many originally unforeseen costs have been
(and will be) incurred

5. Some original activities have been dropped
-- i.e. Rural Electrification

6. Some original activities have been scaled down
-- 1l.e. Rural Telecommunications

7. Additional activities ~-- i.e. General Santos
& Pinatubo have been added

8. Cost claims from Torno (and other contractors)
should be anticipated by AID, and a "reserve"
established for ultimate ettlement.
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LESSONS LEARNED

The evaluation team draws four major lessons from the
RIF experience which it commends tc USAID for application to
future projects.

1. Host Country Contracts

Although USAID is not a party to Host Country
Contracts, they still require a considerable amount of
technical project officer attention -- almost as much as AID
Direct Contracts -- albeit in different aspects, and with
considerably less control over the outcome.

2. _Cosl Istimates

Cost estimating at the Project Design stage is woefully
inadequate. Greater attentjon should be paid to deriving
cost data, and factoring-in escalation during the life of
project.

3. Scheduling

Project implementation schedules should factor-in time
for unforeseecable problems -- particularly at the start-up

stage. Greater attention should be paid to "pessimistic"
activity time estimates.

4, Expenditures & Commitments

Expenditure rates are not very useful indicators of
progress in infrastructure projects. Commitments are a much
more appropriate indicator.
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SCOPE OF WORK

Review Project Docuements (Tack No. 1)

The evaluatioh team will review available project
document: related to project implementation. This
task would involve visiting the offices of
USAID/Manila, the Department of Public Works and
Highways (DPWH), the Department of Transportation ard
Communicat ions (DOTC), and Louis Berger International,
Inc. (I.BI1) and, as necessary, otAer consultants and
contractors under the project.

Interview USALD, Implementation Agencies, Contractors.

and Consultants (Task No, 2)

The evaluation team will conduct interviews of
pertinent individuals within USAID, DPWH, DTC, LBII,
Torno Anerica, and several local construction
contractors  of  sub-projects for the purpose of
gathering information on, among others, the
effectiveness and timeliness of sub-projects.

Inspect Representative Sub-projects (Task No. 3)

The evaluation team will, based upon data collected
from preceding tasks, select and inspect a number of
representative sub-project sites for the purpose of
investigating implementation problems specific to each
of these sub-projects.

Define P'ioject dccomplishments to Date (Task No. 4)

The evaluation team will define the project
accomplishments achieved to date and compare these
accomplishments with original projections. This
comparison will be against the project inputs proposed
in the Project praper.

Review the Implementation Process Presently In Use
{Task No. %)

The evaluation team will review the entire
implementation process presently in use for each
category ol sub-projects.

Identify Administrative Constraints (Task_No. 6)

In conjunction with the review of the implementation
process, Lhe  team will identify administrative
constraints  within  USAILD, the GOP implementing
agencies, and project consultants with regard to both
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10.

11.

the overall management of the RIF Project and the
implementation of specific categories of sub-projects.

Identify Socio-Political Impediments (Task No. 7)

In conjunction with the review of the implementation
process, the team will identify socio-political
impediments within the Philippines which hamper <the
implementation of project activities both in the
Philippines as a whole and in specific geograpuic
areas.

Develop a Proygram for Improvindg/Expediting Sub-project
Implementstion (Task No. 8)

Based on the data collected as part of the preceding
tasks and the findings drawn from same, the team will
develop a recommended program to improve the
implementation of sub-projects, including the
restructuring/redesign of the RIF project if
necessary.

Prepare an Evaluation Report_in Draft Form (Task Ng,.
9)

An evalua .ion report will be prepared in draft form by
the team lto present empirical findings responding to

the specific study questions, to develop conclusions
(interpretations and judgments) drawn from the
findings, and to provide recommendations for
restructuring project design, if necessary, in order
that project implementation can proceed in a timely
and effecliive manner.

Present r'indings_to USAID apd Other Interested Partiesg
(Task No. 10)

Prior to its departure from the Philippines, the
evaluation team will present its findings at a meeting
to  be onducted in the Metro Manila area.
Represcnlatives of USAID/Manila, the Gop implementing
agenciess, and the project consultant will all be
afforded Lhe opportunity to participate at the oral

resentation of the Team’s findings.
p g

Finalize Kvaluatjion Report (Task No, 11)

The tecam will review comments received from USAID
regarding ithe draft Evaluation Report and will preparce
a final Evaluation Report which addresses all comments
received.
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12. Abstracl and Summary (Task No, 12)
The members of the evaluation team will provide the

necessary information and support to the evaluation
team leader who will prepare the abstract and summary
portlonn of the AID Evaluation Summary (Form AID 1330-
5) in draftt form and submit same to the USAID/Manila
Project officer for his/her use in developing the
final summary.
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1 7 October - 17 November
A
RIF EVALUATION TEAM SCHEDULE
MONDAY TULESDAY N WEDNI'SDAY THURSDAY FRIDAY SATURDAY SUNDAY
7 Oct 8 Oct 9 Oct 10 Oct 11 Oct 12 Oct 13 Oct
0900 Team - Al [ 1000 Team - RUP | Tean - LRI Brief Ken - AID Eval OIf 0900 ‘T'eam -
OCP Bricfing PMO Bricf Progress Review
1400 Team - 1400 Team - Assipn Mccting
DI'WH Brief Responsibilitics
1600 Team - Visit &Plan Strategy  [*™Tob - Ticld Trip - Quinino Highvway )
DPWI1 Y
[ Lito - Visit DOTC I
. 1
l . Team - Review Documents & Conduct Tnterviews I
14 Oct 15 Oct 16 Oct 17 Oct 18 Oct 19 Oct 20 Oct
Tom - Interview 1400 Interview [V Interview - Lito - Inteniew Team - Interview 0900 Team -
LBII Dawe I croy Puritoy Al Contract NIEDA Region VI MO DD Progress Review
Wallace 1500 Interview Otticer - Stan Team - Interview Mevting
USHOLIDAY - AID Controllet Heishman IFEMCO
AID CLOSED .
Ken.BobJames.|ito - Kalibo & F-stancla
llip_lnmy
1
l Team - Review Documents & Conduct Interviews I
21 Oct 22 Oct 23 Oct 24 Oct 25 Oct 26 Oct 27 Oct
Lito - Interview [ito - Interview Fvnes Interview Team - Visit ATO 0900 Tean - 0900 TIEAM -
NEDA borc¢ DPWEET cpal Sites Progress Keview REVIEW
1000 “Feam - Lvnes - Internview Team - Interview 1400 'TT:AM - [FINDINGS
Interview ot [ orno NIDA BRIEF AN ON WITH DPWI
Team - Interview FINDINGS
DOTC
L Team - Review Documents & Conduct Interviews i
28 Oct 29 Oct 30 Oct 31 Oct I Nov 2 Nov 3 Nov
Bob - Field Trip O THEAM 0930 TEEAM - GO HOLIDAY -
Santa Rosa ot MIET REVIEW RIECS DPWI & DOTC
with DPWIH C1.OSED
| : I S 1400 TEAM -
[- Lito - Field "Trip - Gen Santos & Davao | revicwiics
’ 1 with AlD)
Team - Review Documents & Condoct Tnicrvicws ] Ken - INTEGRATE DRAF S
L T 0t , I _ » 1 n Y ' ‘—IJ
[ TEAM - WRITE DRAFTS ]
4 Nov 5 Nov O Nov 7 Nov 8 Nov 9N~ 10 Nov
THAM - WRITIL SECRISTARIAL SECREFARIAT - 1500 'TEAM - Team - Review Checechi Team
DRAITS Reproduce & Ihstribute BRIEE AID Reactions to DEPARTS
Bind Dr.it Diaft Report Bricfing & Iidit PHILIPPINES
Report han - repare Draft
Rricting Materials
So— — — Team - Read Diaft Report & Check Final _ l —— N
[[KenZINTEGRATE DRATTS | Details [ KEN - WRITE FINAL REPORT i
11 Nov 12 Nov 13 Nov 14 Nov 15 Nov 16 Nov 17 Nov
US HOLIDAY 1430 TILAM -
AID CLOSED BRIEIFDPWI
AlID, DPWH & DO'TC - Review & Comments on DRAFT REPT l
L 1
KEN - WRITE FINAL REPORT I
b 4 ) § y &

271171991
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ACROMIIYMS & ABBREVIATIONS

A&E
AAE
ADB
AFP
AGE
AID

AID/W

AIRNAVAIDS

ANPAC

ATO
ATTY
BIR

BRBDP

CBD

CDbSS

CIDA
COA
CONS

COPMO

cp
DBM
DE

DME

!

ARCHITECT & ENGINELERING SERVICES
APPROVED AGENCY ESTIMATE

AGIAN DEVELOPMENT DBANK

ARMED FORCES O THE PHILIPPINES

ALLOWABLE GOVERNMENT ESTIMATE

- U.5. AGENCY PO INTERNATIONAL DEVELOPMENT

U.S. AGENCY T'OR INTERNATIONAL
DEVELOPMENT, WASHINGTON, D.C.

AIR NAVIGATIONAL AIDS

© AID/WASHINGTON ASIA-NEAR EAST BUREAU’S

PROJECT ADVISORY COMMITTEE
ALR TRANSPORATION OFFICE
ATTORNEY

BUREAU OF INTERNAL REVENUE

- BICOL RIVER BASIN DEVELOPMENT PROJECT

(SECONDARY AND FEEDER ROADS)
COMMERCE BUSINESS DAILY

USALD COUN'TRY DEVELOPMENT STRATEGY
STATEMENT

- CANADIAN INTERNATIONAL DEVELOPMENT AGENCY

COMMISSION ON AUDIT

ARGUMENTS AGALNST THE RECOMMENDATION

- DPWII CENTRAL OFFILCE PROJECT MANAGEMENT

Orricy
CONDITION PRECEDENT
DEPARTHENT OF BUDGET & MANAGEMENT
DISTRICT ENGINEERS

DISTANCE MEASURING LEQUIPMENT
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DO

boTC

DPWH
DR

DTC

EIRR
ENG
EO
F&O
FEMCO

FIDIC

Fp
GIS
GNP
Gop
HADP
HCC
HYV
IA

IBRD

IFB
ILS
IQC

IPRR
IRR

JPIL

DEPARTMENT ORDER

DEPARTMENT OF TRANSPORTAT1ON &
COMMUNICATIONS

DEPARTMENT OF PUBLIC WORKS & HIGHWAYS
DOCTOR

DEPARTVENT OF TRANSPORTATON &
COMMUNICATIONS

ECONOMIC INTERNAL RATE OF RETURN
ENGINEER

EXECUTIVE ORDER

FREE AND OPEN COMPETITION

FISHER ENGINEERING MANAGEMENT COMPANY

FEDERATION INTERNATIONALE D£S INGENIEURS-
CONSEILS

FISHING PORTS

GEOGRAPHIC INFORMATION SYSTEM

GROSS NATIONAL PRODUCT

GOVERNMENT OF THE PHIV.IPPINES

HIGHLAND AGRICULTURE DEVELOPMENT PROJECT
HOST COUNTRY CONTRACTING

HIGH YIELDING VARIETY

IMPLEMENTING AGENCY

WORLD BANK (INTERNATIONAL BANK FOR
RECONGTRUCTION & DEVELOPMENT)

INVITATION IFOR BID
LASTRUMENT LANDING SYSTEM
INDEFINITE QUANTITY CONTRACT

IMPLEMENTING RULES & REGULATIONS
INTERNAL RATE OF RETURN

JOINT PROJECT IMPLEMENTATION LETTER
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JSOP

KFAED

KM
LBII
MDP
MF

MMINUTE

MOV
MTPIP

NAIA

NCR
NDB
NEDA
NGO
NPA
NS
NTP
O&M
ocCP

OECF

OFM

OVI

PACD

PAS

69

JOINT STANDARD OPERATING PROCEDURE

KUWAITI-FUNDED AGRICULTURE & XECONOMIC
DEVELOPMENT

KILOMETER

LOUIS BERGER INTERNATIONAL, INCORPORATED
MINDANAO DEVELOPMENT PROJECT

MANGEHAN FLOODWAY

METRO MANILA INFRASTRUCTURE UTILITIES &
ENGINEERING PROGRAM

MEANS OF VERIFICATION
MEDIUM TERM PUBLIC INVESTMENT FROGRAM

NINOY AQUINO INTERNATIONAL AIRPORT,
MANILA

NATIONAL CAPITAL REGION

NON-DIRECTIONAL BEACON

NATIONAL & ECONOMIC DEVELOPMENT AUTHORITY
NON-GOVERNMENTAL ORGANIZATION

NEw PEOPLES ARMY

NARRATIVE SUMMARY

NOTICE TO PROCEED

OPERATION & MAINTENANCE

USAID OFFICE OF CAPITAL PROJECTS

JAPANESE OVERSEAS ECONOMIC COOPERATION
FUND

USAID OFFICE OF FINANCIAL MANAGEMENT

OBJECTIVELY VERIFIABLE INDICATOR
{MEASURABLE)

PROJECT ASSISTANCE COMPLETION DATE

USAID PHILIPPINE ASSISTANCE STRATEGY



PBAC
PD

PERT/CE:l

PIL

PIO/T

PJHL
PMO
PP

PREMIUMED

PROAG
PROS
PSC
RCDP
RDC
RE
RECS
RFTP
RIF

RIF-PMO

RIFP
RIG
ROW
RPMO

RPTS

PROJECT BIDDING & AWARDS COMMITTEE
PRESIDENTIAL DECREE

PROGRAM EVALUATION & REVIEW TECHNIQUE/
CRITICAL PATH METHOD

PROJECT IMPL&MENTATION LETTER

AID PROJECT IMPLEMENTATION ORDER FOR
TECHNICAL SERVICES

PHILIPPINE-JAPANESE HIGHWAY LOAN

PROJECT MANAGEMENT OFFICE

PROJECT PAPER

PROGRAM FOR ESSENTIAL MUNICIPAL
INFRASTRUCTURE, UTILITIES, MAINTENANCE
AND ENGINEERING

PROJECT AGREEMENT

ARGUMENTS FOR THE RECOMMENDATION

PERSONAL SERVICES CONTRACTOR

REGIONAL CITIES DEVELOPMENT PROJECT

REGIONAL DEVELOPMENT COUNCIL

RESIDENT ENGINEER

RECOMMENDATIONS

REQUEST FOR TECHNICAL PROPOSAL

RURAL INFRASTRUCTURE FUND PROJECT

DEPARTMENT OF PUBLIC WORKS & HIGHWAYS
PROJECT MANAGEMENT OFFICE FOR THE
RURAL INFRASTRUCTURE FUND PROJECT

RURAL INFRASTRUCTURE PROJECT

REGIONAL INSPECTOR GENERAL (AID)

RIGHT-OF-WAY

DPWH REGIONAL PROJECT MANAGEMENT OFFICE

REPORTS
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S&T

SIRDP

SPIADP

SRRIP
SWIM

TAFSJV

TCGI

TCP
TDY
URPO

USAID

VAT

VOR

71

AID/WASHINGTON’S SCIENCE & TECHNOLOGY
BUREAU

SAMAR INTEGRATED AREA DEVELOPMENT PROJECT

SECOND PALAWAN INTEGRATED AREA
DEVELOPHMENT PROJECT

SECOND RURAL ROADS IMPROVEMENT PROJECT
SMALL WATER IMPOUNDING PROJECT

TORMNO AMERICA/FOUNDATION SPECIALISTS
JOINT VENTURE

TCGI ENGINEERS -- JOINT VENTURE PARTNER
OF LBII

TOTAL PROJECT COST
TEMPORARY DUTY
URBAN ROADS PROJECT OFFICE

U.S. AGENCY FOR INTERNATIONAL
DEVELOPMENT, MANILA, PHILIPPINES

VALUE ADDED TAX

VISUAL OMNI RANGE
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DOCUMENTS CONSULTED

AID EVALUATION I[IANDBOOK, AID Program Design & Evaluation
Methodoloyy Report No. 7, (Supplement to: Chapter 12,
AID Handbook 3, Project Assistance), PN-AAL-086 Agency
for International Development (AID), Washington, D.C.
20523, April 1987.

AID HANDBOOK 3, PROJECT ASSISTANCE, AGENCY FOR
INTERNATIONAL DEVELOPMENT (AID), Washington, D.C.

AUDIT OF USAID/PHILIPPINES’ RURAL INFRASTRUCTURE FUND
PROJECT HO 492-0420, DRAFT REPORT RAO/M-91-368
Resident Audit Office, USAID, Manila, 19 July 1991

CABLE: STATE 399975, Subject: Final HCC (Host Country
Contracts) Guidance Cable, November 1990.

COMMENTS RFE: DRAFT REPORT: AUDIT OF USAID/PHILIPPINES’
RURAL INI'RASTRUCTURE FUND PROJECT NO. 492-0420, Agency
for 1nlernational Development, Manila, Director’s

Office, 4 October 1991

CONTRACT FOR ENGINEERING & TECHNICAL SERVICES BETWEEN
DEPARTMINT  OF PUBLIC WORKS AND HIGHWAYS AND LOUIS
BERGER 1TNTERNATIONAL, INC. IN JOINT VENTURE WITH TCGI
ENGINEERS, CONTRACT NO. 492-0420-ENG-01-8001-00,
SEPTEMBER 1989

DEPARTMENT ORDER 114, Office of the Secretary, Department
of Public Works and Highways (DPWH), 28 November 1988

DEPARTMENT ORDER 30 -- PREPARATION OF AGENCY ESTIMATES,
Office of the Secretary, Department of Public Works
and Highways (DPWH), 30 January 1991

DEPARTMENT ORDFR 83 =~ GUIDELINES 2N PRE~CONSTRUCTION
ACTIVITIES, CONTRACT PROCESSING, AND PRE-PAYMENT
REVIEW BY THE IMPLEMENTING OFFICES, Office of the
Secretary, Department of Public Works and Highways
(DPWH), 28 September 1988

DEPARTMENT ORDER 84, 20 September 1988 Office of the
Secretary, Department of Public Works and Highways
(DPWH) ,

DPWH DEPARTMENT ORDER 109 - SIMPLIFIED PROCEDURES IN THE
PROCESSING OF CONTRACTOR’S BILLINGS FOR CIVIL WORKS
PAID IN THE CENTRAL OFFICE, 10 April 1991
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DPWH MINISTRY ORDER 22 (1981) -- GUIDELINES FOR THE
APPLICATION OF THE IMPLEMENTING RULES AND REGULATIONS
(IRR) OF Fp 1594 RE PRE-QUALIFICATION, BIDDING AND
AWARD, 24 March 1981

DRAFT  REPORT:  AUDIT OF USAID/PHILIPPINES’ RURAL
INFRASTRUCTURE FUND PROJECT NO. 492-0420, Agency for

International Development, Resident Audit Office,
Manila, 19 July 1991

EXECUTIVE ORDER 164 -~ PROVIDING ADDITIONAL GUIDELINES IN
THE PROCESSING AND APPROVAL OF ACONTRACTS OF THE
NATIONAL GOVERNMENT -- Malacanang, Manila. 5 May 1987

EXECUTIVE ORDFR 480 -- ESTABLISHING THE SOUTH COTABATO/
GENERAL SANTOS CITY AREA DEVELOPMENT PROJECT OFFICE --
Malacanang, Manila. 16 September 1991

GUIDELINES I'OR REGISTRATION AND CLASSIFICATION OF
CONTRACTORS: ~- Mimeo, undated

GUIDELINES ON THE HIRING OF CONSULTANTS FOR GOVERNMENT
INFRASTRUCTURE PROJECTS (Prepared by NEDA as per EO
164) Dec 1987

INCEPTION PEPORT (Rural Infrastructure Fund Project (AID
Project No. 492-0429), Louis Berger International,
Inc., in joint venture with TCGI Engineers, January
1990

JOINT PROJECT I1IMPLEMENTATION -LETTER (JPIL) # 1, re Rural
Infrastructure Fund Project, No. 492-0420, 22 October

1987

Letter - Staffing Pattern for RIFP (with salaries) 2 Jun
1988

MAIN REPOR'T -- FEASIBILITY STUDIES, Louis Berger

International, 1Inc., in Jjoint venture with TCGI
Engineers, April 1991

MEMO, PROJECT I1MPLEMENTATION PROCESS DIAGRAMS FOR LARGE

AND SMAILL, PROJECTS, Office of the Secretary,
Department: of Public Works & Highways (DPWH), Approved
by Fiorello R. Estuar, Undersccretary, 17 September
1987

MEMORANDUM OF AGREEMENT, DEPARTMENT OF TRANSPORTATION &
COMMUNICA'I'LON (DOTC) and the DEPARTMENT OF PUBLIC
WORKS & HIGHWAYS (DPWH), 5 August 1991
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MINUTES OF HMEETING WITH HON. SECRETARY DE JESUS, Re:
Quirino & Kalibo Projects of Torno America/Foundztion
Speciajists JV (TASFJV), RIF-PMO & LBII/TCGI 28
October 1991

ORGANIZATION CHART RIF-PMO

PACD EXTENSION FOR THE RIF PROJECT NUMBER 492-0420, ACTION
MEMORANDUN, U.S. Agency for International Development
(USAID) Nanila, OCP to the Director, 15 January 1991

PD 1594 -- IMPLEMINTING RULES AND REGULATIC S 7 March 1990

PHILIPPINE ASGLISTANCE STRAGEY U.S. FISCAT, YEARS 1991-1995,
SUMMARY, U.S. Agency for International Development,
Philippines, July 1990

PROGRESS REPORT NO. 24, RURAL INFRASTRUCTURE FUND PROJECT,
Louis Berger International, Inc., in Jjoint wventure
with TCGl Engineers, Sept 1991

PROGRESS REPORTS ON SUB-PROJECTS BEING IMPILEMENTED

ALMAGRO PPORT PROJECT MONTHLY PROGRESS REPORT NO. le,
RIFP, Louis Berger International, Inc., in joint
venture +with TCGI Engineers, Sept 1991

LY

BABAK PORT PROJECT MONTHLY PROGRESS REPORT NO. 9,

R1FlP, Louis Berger International, Inc., in joint
venture with TCGI Engineers, Sept 1991

BALASAB-CARLES-BANCAL ROAD PROJECT MONTHLY PROGRESS
REPORT NO. 1, RIFP, Louis Berger Tnternational,
Inc., in joint venture with TCGI Engineers, Sept
1991

ESTANCIA-AJUY ROAD & ESTANCIA-WHARF ROAD MONTHLY
PROGRESS  REPORT NO. 11, RIFP, Louis Berger
International, Inc., in joint venture with TCGI
Engineers, Sept 1991

KALIBO HIGHWAY PROJECT MONTHLY PROGRESS REPORT NO.
18, RIFP, Louis Berger International, Inc., in
joint venture with TCGI Engineers, Sept 1991

MANDAON DPORT PROJECT MONTHLY PROGRESS REPORT NO. 11,
RIFP, Louis Berger International, Inc., in joint
venture with TCGI Engineers, Sept 1791

QUIRINO lilGHWAY PROJECT MONTHLY PROGRESS REPORT MNO.
17, RIF, Louls Berger International, Inc., in
joint venture with TCGI Engineers, Sept 1991
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PROJECT GRANT AGREEMENT BETWEEN THE REPUBLIC OF THE
PHILIPPINES AND THE UNITED STATES OF AMERICA FOR THE
RURAL IHFRASTRUCTURE FUND PROJECT, AID Project No.
492-0420, 28 September :987.

Amendment No. 1 to PROAG 28 Aug 1989
Amendment No. 2 to PROAC 29 Sep 1989
Amendrent No. 3 to PROAG 18 Jun 1990
Amendment No. 4 to PROAG 18 Sep 1990
Amendment No. 5 to PROAG 29 May 1991
Amendment No. 6 to PROAG 12 Sep 1991

AMERTMINT NO. 1 -~ RURAL INFRASTRUCTURE FUND PROJECT (492-

0420) -- USAID/ MANILA, 28 August 1989

MID-TERM EVALUATION DRAFT REPORT --- RURAL ELECTRIFICATION
PROJECT USAID/MANILA - Resource Management
Associates, Madison Wisconsin, 24 September 1991

PROJECT INPLEMENTATION STATUS PMO PROJECTS (mimeo
spreadsheet,

PROJECT PAPIIER -- MINDANAO DEVELOPMEWT PROJECT (492~-0456) -
- USAID/MANILILA, September 1990

PROJECT PAPIR -- RURAL INFRASTRUCTURE FUND PROJECT (492~
0420) -- USALD/MANILA, September 1987

PROJECT PAPKR AMENDMENT NO. 2 =-- RURAL INFRASTRUCTURE FUND
PROJECT (492-0420) -- USAID/MANILA, May 1990.

PROJECT PROPOSAL PREPARAYION GUIDEBOOK (Logframe &
Scheduling Techniques), The Pragma Corporation, Nov 87
+ photocopy extracts of Financial Terminology; Quick
Guide to ALD Handbooks; Flowcharts of AID Project
documentation system; and Flowcharts of 1) AID
Direct Contract Process for Technical Services,

2) Commodities, and 3) Host Country Contracting

PROPOSAL FOR REVISION TO THE SCOPE OF WORK FOR RIF
FEASIBILI''Y STUDIES, Louis Berger International, Inc.,
20 March 1990

QUARTERLY PRUGRESS STATUS REPORT, Rural Infrastructure
Fund, 492-0420, ocCD, U.S. Agency for International
Development, Manila, Philippines. Series: Quarter
Ending 12/31/87 through 6/30/91.
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RECORD OF AGREEMENT of Amendment No. 3 to the Rural
Infrastructure Project between the United States of
America & Republic of the Philippines, 9 July 1990

RIF Project Memo -- Letter of Introduction from AID

RIF PROJECT: -- ROADS & PORTS. VOL TIITI. SPECIAL
PROVIS1ONS:  CONDITIONS OF PARTICULAR APPLICATION,
SPECIAL  TECHNICAL SPECIFICATIONS. Louis Berger

International, 1Inc., in Jjoint venture with TCGI
Engineers, January 1991

RURAL INFRASTRUCTURE FUND PROJECT (492-0420) -
USAID/HANILA, September 1987, Supplemental Agreement
# 1, long Term Consulting Services Contract
(LBII/TCGL), 8 June 1990

RURAL INFRASTRUCTURE FUND PROJECT (492-0420) -
USAID/MANLLA, September 1987, Supplemental Agreement
# 2, L.onyg Term  Consulting Services Contract
(LBII/TCGL1), 28 November 1990

RURAL INFRASTRUCTURE FUND PROJECT (492-0420) -
USAID/HANILA, September 1987, Supplemental Agreement
# 3, LLong Term Consulting Services Contract
(LBIL/TCGL), 19 March 1991

RURAL INFRASTRUCTURE FUND PROJECT (492-0420) -
USAID/MANLLA, September 1987, Supplemental Agreement
# 4, ong Term Consulting Services Contract
(LBII/TCGL), 9 September 1991

RURAL INFRASTRUCTURE FUND PROJECT -- 4 page outline,
(Mimeo) undated. -

SAN JOSE POR'T" PROJECT MONTHLY PROGRESS REPORT NO. 8, RIFP,
Louis DBerger International, 1Inc., in joint venture
with TCG! Engineers, Sept 1991

SCOPE OF WORK AHD INSTRUCTIONS FOR PREPARATION AND
SUBMI'TTAL, OF TECHNICAL PROPOSALS, ARCHITECT~
ENGINEERTHNG  SERVICES, GENERAL SANT0S CITY AIRPORT,
U.S. Agency for International Development, Manila,
November 1991

Set of MAPS of RLFP Sites as of 30 September 1991

STA. ROSA PORT PROJECT MONTHLY PROGRESS REPORT NO. 15,
RIFP, lLouis Berger International, Inc., in Jjoint
venture with TCG1 Engineers, Sept 1991

STANDARD  SPECIFICATIONS, VOLUME I. REQUIREMENTS &
CONDITION! OF CONTRACYT, Department of Public Works &
Highways, 1988
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STANDARD SPECLFICATIONS, VOLUME 1II. HIGHWAYS, BRIDGES &
AIRPORTS, Department of Public Works & Highways, 1988

THE CONSTRUCTION INDUSTRY IN THE PHILIPPINES -- Mimeo,
undated.
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CONTACTS INTERVIEWED

ADLAWAN, ELLAZAR - Contractor, Santa Rosa Port

BALUCATING, CHRISOSTOMO ©O. - cChief, Air Navigation
Service, Department of Transportation & Comwunication

BATOBALONOS, EDUARDO - Airport Iandager, General Santos
Airport, Buayan, General Santos City, South Cotabato

CAHANDING, DALIL.' P. - Senior Soils/Materials Engineer,
LBII/TCGl, Babak Port, Samal Island, Davao

CASTIN GRIIGG W. - Project Sponsor, Torno
Ar ‘ca/l'oundation Specialists, Joint Venture

CHIU, ERLINDA B. - Supervising Economic Development

Specialist, NEDA Regional Office, Iloilo City

DAWAY, JOCELYN - Project Management Specialist, Mindanao
Development Project

DE LA TORRIY, JUANITO C. - Resident Engineer, Kalibo
Highway I'voject, Louis Berger International, Inc., in

Joint Venture with TCGI Engineers

GARCIA, FRANCIS5CO M. - Deputy Project Manager, FEMCO-LVM
Joint Venture, Estancia-Ajuy Highway Sub-Project

GOCO, LEOVEGLLDO - District Enginzer, DPWH, Roxas, Capiz
HEISHMAN, STANLEY - Contracts Officer, USAID/Manila

KINGERY, MICHAEL - USAID pPscC Enginees, Mindanao
Development Project

LAGE.!, ROBERT H. - Field Director, Kalibo Highway Torno
America/Foundation Specialists, Joint Venture

LATONIO, TEODORICO - Resident Engineer, Santa Rosa Port,
Leuls Borger International, Inc., in Joint Venture
with TCGI Engincers

LOVERIA, RICARDO - Project Engineer, FEMCO-LVM Joint
Venture, PFstancia-Ajuy Highway Sub-Project

MALONE, FRAUK 1. - Financial & Administration Manager,
Torno Amnrica/Foundation Specialists, Joint Venture

MCKENZIE, JULIAN II. - Construction Manager, Louis PRerger
International, Inc., in Joint Venture with TCGI
Engineers
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MERCADO, MARIANO M. - Electronics Shop Supervisor, Air
Navigation Service, Air Transportation Office, ATO
Building, Manila International Airport Authority,
Manila

MIR, EDMUNDO V. - Undersecretary, Foreign Assisted
Projects, bepartment of Public Works & Highways

MISIANO, EMHANUEL R. - Project Assistant, Office of
Capital Projects, USAID/Manila

O’DWYER, MICHALL - Construction Manager, Torno America

OCAMPO, ALFREDO P. =~ Resident Engineer, Estancia-Ajuy
Highway Pr ject, Louis Berger International, Inc., in
Joint Ver are with TCGI Engincers

OSEA, UENRY 'T. - Resident kEngineer, OQuirino Highway
Project, louis Berger International, Inc., in Joint
Venture with TCGI Engincers

PANAGUITON, ALFREDO B. - Assistant District Engineer,
Ililo 2nd Engineering District, Sara, 1loilo

PANLILIO, ENILIA - Chief Economic Development Specialist,
hNuational lconomic & Development Authority (NEFDA), NEDA
Building, Pasig, Metro Manila

PARAGAS, JOBY - Project Engineer, Torno America, President
Roxas, Capiz

FURIFICACION, TIRS0 - Deputy Project Manager, Louis Berger
International, 1Inc., in Joint Venture with TCGI
Engincers

PURIFOY, LkRoY - Chief Engineer, Office of Capital
Projects, USAID/Manila

REYES, ELAIl'l. A, - Contractor, Santa Rosa Port

RIVAS, NICHOLAL - Chief Economic Development Specialist,

NEDA Regional office, lloilo City
ROCO, SULPICIO 5. JR. - Evaluation Officer, USAID/Manila

RODRIGUEZ, EDUARDO G, - President, FEMCO-LVM  Joint
Venture, Genheral Contractor

SANTOS, AUGUSTO - Director, Intrastructure Statf, Hational
Economic 2 hevelopment. Authority (NEDA), NEDA
Building, Pasiqg, Metro Manila

SANTO5,  RoMY - Operations Engineer, ALC Construction,
Manila
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SILVELA, ERNESTO A. - Regional Director, Department of
Public Works & Highways, Region VI, Iloilo

SOLLESTA, RIEY JAMES - Resident Engineer I, Region VI,
Department of Public Works & Highways

SORIQUEZ, FLORANTE E. -~ Project Director & Project
Manager, PMO/RIFP, Department of Public Works &
Highways

STANFORD, JAUES C. -~ Controller, USAID/Manila

STERN, MICHAVL G. - Director, ADP Division, Louis Berger
Intarnational, Inc., in Joint Venture with TCGI
Enginecers

TABALE, PASTOR - Assistant Project Manager, PMO/RIFP,
Department of Public Works & Highways

UMITEN, SALVIO - EkEngineer, USAID/Manila

VALBUENA, CIGAR - Assistant  Secretary, Department of
Transportal.ion and Communications, PHILCOMCEN
Building, Pasig, Metro Manilea

VERMILL1O, O5CAR - Engineer, USAi1D/Manila

WALLACE, DAVID - Country Manager, Louis Berger
International, Inc., in Joint Venture with TCGI

Engincera

ZONAGA, MAPIBLELLE S. - Development Assistant Specialist,
USAID/Mani'a

ZVINAKLIS, DRHNIS ¢, -  Director, Office of Capital
Projectrn, USAID/Manila
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GOP GUIDELINES RE
HOS'I'! COUNTRY CONTRACTING

[QUESTION 1]

Ql. Do the GOP guidelines relating to Host Country
contracts with consultants promote timely and
effective services for the implementation of sub-
projects under RIF, especially with regard to contract
negotiations with foreign consultants?

The existing GCP gquidelines on consultancy are
contained in the "Guidelines on the Procurement of
Consulting Scrvices for Government Projects" approved by the
National Economic & Development Authority (NEDA) on 12

September 1990. These guidelines amended the original ones
prepared by Uhe NEDA in December 1987 pursuant to Executive
Order (E.O.) 164 signed into law by President cCorazon C.

Aquino on 5 May 1987.

Consistent with its policy objective to achieve maximum
efficiency and cconomy in the development and implementation
of governmenl. projects, the guidelines provide for a

selection process that promotes timely and effective
delivery of consultancy services. The consultancy
requirement is advertised in newspapers, and notices are
also posted in conspicuous places. Interested consultants
are shortlisted based on appropriate experience,
qualification of personnel, and job capacity. Shortlisted
consultants are then ranked based on experience and

corporate canability, plan of approach and methodology, and
quality of personnel to be assigned.

To promote the development of Filipino consultancy, the
NEDA guidelines provide that Filipino consultants shall be

hired whenever the services required are within their
expertise and capability. Otherwise -- and in the interest
of effecting technology transfer -- foreign consultants may
be hired in association with Filipino consultants.

To qualifly for hiring, foreign consultants must be
registered with the Seccurities and Exchange Commission, and
must also br authorized by the appropriate Philippine
professional regulatory body if the consulting services

involve the practice of a regulated profession.
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The applicability of the NEDA guidelines to foreign
funded projects is qualified by the provisions of Section
9.3 thereof which reads:

The above notwithstanding, these guidelines
shall not negate any existing and future
commitments with respect to the selection of
consullants fipanced partly or wholly with funds
from international financial institutions, as
well as from bilateral and other similar sources
as stipulated in the corresponding agreements
with such institutions/sources.

Annex 1, Section IV (C), to the Project Grant Agreement
dated 28 September 1987 between the Republic of the
Philippines and USAID provides that

.. . Lhe contracting process for host countrY
contracts will be subject to A.1.D. Handbook 1
(Host Country Contracting).

While this scction was entirely deleted by amendment No. 1
dated 28 August 1989 to the Project Grant Agreement, the new
section on Contracting and Procurement Plan retained
verbatim the above-quoted provision. The NEDA guidelines
are therefore subject to A.I.D. Handbook 11.

The evalualtion team concludes that the written GOP
guidelines on c¢ivii works contracting and procurement of
consultants are_ reasonable, and do not inhibit the

solicitation ol expatriate (particularly American) technical
consultancy services. However, the team is also aware of
several problems which have been encountered under the RIF

Project in Che application and interpretation of these
guidelines. One particular issue -- namely, the notable
failure of the GOP to reach agreement with the Brown & Root
consultancy contract -- probably gave rise to this question.

The impact of the failure to reach agreement 1in the
foregoing case what that RIF project implementation was
effectively stymied for two years. While in retrospect it
seems likely that the situation would have been resolved
more rapidly under a direct ..ID contract, at this late stage
such speculation is irrelevant. In the evaluation team’s
judgment, however, the failure to award did not occur as a
result of  inadeyguate guidelines and procedvres or
restrictive practices_against American contractors, but was
rather the intransigence of both parties in negotiation.
Indeed, the Consultant (Louis Berger) subsequently selected
was also an cxpatriate firm.
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The following is a summary of the highlights in the
Brown & Root case:

USAID sent the Request for Technical Proposals (RFTP)
for the RIF Lo Lhe concerned Undersecretary of DPWH croun”
May 9, 1988. The RFTP was duly publicized shortly
afterward. Ilight proposals for the RIF were submitted by
American firms and the Government of the Philippines
reviewed thesc proposals during the late summer and fall of
1988. The DPWii chose a winning bid from those submitted and
informed USAID/Philippines of its decision on December 15,
1988. USAID subsequently concurred in this selection. The
elapsed time from the submission of proposals tc_  the

selection on a _consultant was approximately twenty-three
weeks.

At aboul the same time as this decision was made,
allegations ol impropriety concerning the bidding process
were made against a senior official of the DPWY. When the

unsuccessful bidders expresserd concern about this situation,
the Secretary of the DPWH informed them that their interest
was too late. At least one source attributes the delay in
the selection process to "unrelenting grumbling" by one of
the bidders, rather than to the process itself.

Negotiation between the DPWH and the winning bidder
continued from December 15, 1988 through May 22, 1989.

During the initial negotiating period, the relations between
the DPWH and Lhe first ranked bidder steadily deteriorated
and became increasingly acrimonious. Negotiations were
terminated in May and on July 11, 1989 the DPWH informed
this firm that because of the failure of the negotiations
its bid had finally been rejected. At the same time

USAID/Philippines concurred in the decision of ,DPWH to open
negotiations with the second ranked bidder. oOfficially, the
negotiations failed because the two parties could not agree

on several issues in the draft contract. 1In fact, the DPWH
seems to have hecome disenchanted with its original choice
long before 'he actual termination of negotiations. This
suggests that other factors also may have been at work. One
factor seems Lo have been the change in the top leadership
of the DPWHI early in 1989. As soon as the new Secretary of

DPWH assumed office, relations between the negotiating
parties abrupltly deteriorated.

There e some indication that the necd for
communization between  the Project Bidding ard Awards
Committee (PBAC) and the top levels of the DPWH causced some
confusion during the negotiations and led the first ranked

bidder to suspect that discussions were not ccnclusive and
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perhaps were not carried out in good faith.l [It should be
kept in mind that the United States is an extremely
legalistic society, while the Philippines is a highly
personal one, despite the thin veneer of legal norms and
institutions derived from its contact with the United
States. Thus, in a negotiating process, it is possible that
both parties may develop misperceptions about the intentions
of the other. ]

During thn spring of 1989 when the negotiations were
experiencing difficulties, the first ranked bidder made
numerous appeals to US2ID to inteicede with the GOP on its
behalf. Records indicate that USAID officials at all levels
made represenlations to the GOP to get the negotiations

moving again. This may have had an effect contrary to that
intended by USAID. The evaluation team found considerable
sensitivity to perceptions of external intervention in the
affairs of wvalious GOP agencies. Moreover, despite the

apparent efforts by USAID to reconcile the parties and get
the negotiations back on track, the first ranked bidder took
steps under the United States Freedom of Information Act to
acquire all USAILD records relevant to its negotiations with
the DPWH. The Evaluation Team founrnd no evidence of
impropriety on the part of any USAID staff member. However,
the action by Lhe first ranked bidder indicates that a high
level of suspicion had arisen during the course of the
negotiations.

There ie a perception among some within
USAID/Philippines that the GOP has an "ideological" bias
against American consulting and construction firms and that
it does not want expatriate technical assistance and has
"...devised many strategems to stymie its acquisition in the
face of our insistence on it." 'This viewpoint is partially
valid, but practically irrelevant. .aterviews with various
senior GOP officials indicated a preference for the use of
local expertice. HNevertheless, the GOP has had to acquiesce
in the use of foreign consultants on many occasions because
of the requirements of multilateral lending agencies such as
the IBRD and the ADB. In fact, all of the principal bidders
on the RII" project were American firms or their
subsidiaries. 50, regardless of any "ideol .gical" bias on
the part of the GOP, it was inevitable that they were going
to have an American consulting firm, and they knew it.

It should be kept in mind that when the second ranked
bidder was «¢alled to negotiate with the GOP, the

negotiations were completed within about a month, and the

It should be noted that in the Philippines, even relatively |'i

h
level committees such as thke PBAC almost finevitably will refer thegr
deliberations Lo a higher authority to ensure that the consensus is firm

enough to withstand external scrutiny.
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consultant team was mobilized a month 1later. This may
indicate a greater convergence of views between the second
ranked bidder and the GOP, or it may merely mean that the
GOP had already made its point with the dismissal of the
first ranked bhidder and was then ready to get on with the
job.

Recommendation

The evalualion team recommends that USAID continue with
the Host Country contracting mode for RIF iaplementation.
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GO PROCUREMENT PROCEDURES
[QUESTION 2]

Q2. Are the procurement procedures covering construction
contracts as contained in the implementing rules and
regulations of Presidential Decree 1594 unduly
cumbersome? Do they promcte free and open competition
in the bidding process? Does the use of Approved Agency
Estimat.es (AAE) and Allowable Government Estimates (AGE)
promote (ree and open competition at "reasonable" cost
to the government?

Presidontial  Decree (PD) 1594 ertitled "Prescribing
policies, Guidelines, Rules and Regulations for Government
Infrastructure Contracts" was signed into law by President
Ferdinand |[.. HMarcos on 11 June 1978, Since then, 1its
"Implement ing Rules and Regulations" (IRR) have been amended
several Limes, the latest of which took effect on 13 April
1991. :

Consistent with its policy objective to

bring about maximum efficiency in project
imp lementation and minimize project coust and
contract variations through sound practices in
contract management

PD 1594 prescribes procurement procedures that promote free
and open competiticon in the bidding process. Bidding for the
project is 1equired to be advertised for at least three (3)
times in al lecast two (2) newspapers of general circulation.
Bidding it open to qualified contractors, and foreign
contractor:s  arce also allowed to enter into joint wventure
agreements  in the prosecution of the project. Prospective
bidders are prequalified based on their legal, technical and
financial fitness to undertake the project.

The cobP standard contracting procedures mandate use of
Approved  Agency  Bstimates  (AAE)  and  Allowable Government
Estimates (AGE).  The Implementing Rules and Regulations (1RR)
provide thal an Approved Agency Estimate (AAE) be separately
developed by the government as a check of reasonablencss on
the contractors bids.  An Allowable Government Estimate (AGE)
is also provided for as a ceiling on the award of contracts.
The IRR provides that

Ho award of contracts shall be made to a bidder
whose oid price s higher than the allowable
qovernment. estimate (Aulf or the approved agency
ostimate (AAL), whichever is higher, or lower than
sevenly percent (70%) of the AGL.
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The IRR also prescribes time frames for the major steps
in contract award activities to assure expeditious action of
all concerned. The contract then is awarded to the lowest
pre-qualified bidder whose bid -- as evaluated -- complies
with all the terms and conditions in the call for bid, and is
also considered the most advantageous to the government.
Finally, appropriate GOP officials approve the award.

Under USALD Host Country Contracting requirements for
AID-funded projects, AID concurs in the list of prequalified
contractor:s, the resolution of award, and the construction
contract itaelf.

Objeclions have been raised by AID and the World Bank
regarding he bracketing of the bid as a function of the AAE
and AGFE, wsince it raises doubts as to the competitiveness of
the biddiwy process and the reasonableness of the resulting
contract «<ost, It also gives rise to a perception of bid
manipulat ion which can result in complaints from unsuccessful
bidders, which ultimately create additional delays in contract
award. Consequently, the 1RR provisions on bracketing of bids
do not apply to foreign funded projects such as the RIF,.
Paragraph IV Section 2 of the IRR reads:

Ihe above notwithstanding, nothin in  these
implementing rules and regulations shall ne?ate any
existing and future commilments with respecl to the
bidding and award cf contrarts financed partly or
wholly with funds from iniernational financial
institutions, as well as from bilateral and other
Similar sources.

As discussed  earlier  (in response  to  Question 1)
reqarding o similar provision in the NEDA guidelines, in light
of Annex | to the Project Grant Agreement dated 28 September
1987, the ahove quoted IRR provision exempts RIF contracts
fron the AAL/AGLE celling on contract awards.

The procedural  mechanisms used by DPWH (and other GOP
Agencics) for contracting and procurement follow accepted
general pracltice. However, there are widespread perceptions
of public corruption and opportunities for abuse in  the
construction industrv which have given rise to an accretion of
ever tighter interi <1 control procedures., Many of these
controls have been aeveloped because of  bad expericnces, or
have been superimposed by external  agencies  (such  as the

Commi-=snion on  A»dit  (COAy) over the years. In  turn,
individual  wmanagers  croate  their own  burcaucratic  defense
mechanism:  to  add  to  the esntablished  systen. bDoetailed

documental ion, receipta, certifications, signatures, checking
and counterchecking of requirements at all stages all add time

and extra oftort te the roeview process, These controls and
additive jpnocedures -- while undoubtediy bardensome and  time
consuming - cimpdy reflect the GoP’s pervanive attitude of

distrust .nd will not be dispensed with eanily by the GoOp
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because of a different (i.e. American) cultural perception of
what is really necessary.

Use of AAEs and AGEs is well established in DPWH and
implementing rules and regulations relating to their use have
been revised only infrequently during the last decade.
Department Order No. 30, dated 30 January 1991 prescribes
DPWH’s current requirements for preparing Agency Estimates.
DPWH confirmed that the AAE & AGE are not systematically
applied to the RIF project, and so are not critical to the
decision-making process. Indeed, the evaluation team was
informed that in the past, bids 30% higher than the AAE have
been allowed for foreign funded projects. In the evaluation
team’s judyment, the procedures established by the TRR for
application to the RIF appear reasonable and not unduly
cumbersome.

Neverlhrless, from closer examination and further
discussions, it is evident that in practice, the RIF Project
has not beren entirely free from AAE and AGE influence. Though
the AAE/AGE ceiling does not apply to foreign funded projects,
the AAE_is referred_to vy determining the reasonableness of

the bid amount.

One aspect that has created some difficulty between USAID
and DPWH in the past -- and where some possible headway in
reducing friction could be made -- 1is the GOP practice of
negotiating with the lowest Dbidder after a failure of
competitive bhidding procedures. DPWH sometimes fails to award
contracts after competitive public bidding because a)l__bids
are way above _the_AAE, in which case the bidding may be
declared a failure and the AAE revised.

Howaver, oftern the AAE -- rother than the contractor’s
bid -- is the culprit and (as indicated below) =ome of the
factors used in preparing the AAE may be inappropriate or out-
of-date.

1. Government _controlled _prices Government controlled
prices  for some  items are not rigorously enforced.
Consiequently real prices in the marketplace are often
much higher than the government’s price which in used in
the AAR. 'or example, if the price of cement is
controlled at "x" bhut the market price is in fact "X
plus %0 percent", then the AAE will be considerably
undcrest imated.

2. Government-specified rates Other price guidelines
arc outdated, For instance, as of January 1991, the
DPWH specilied that 1989 _equipment rental rates be used.
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3. Indirect cost rate Another factor that has caused
problems is the indirect cost rate used by DPWH in
preparing all AAEs. Indirect cost ceilings are a

function ot the direct cost. "Overhead" is limited to
7%, "Unforescen Contingencies" to 5%, "Miscellancous" to

i%, and "pProfit Margins" from 10% - 15%. 'The combined
ceiling for "overhead, Contingencies & Miscellaneous”
(OCM) i further limited te a range from 13% - 10% as an

inverse function of the direct cost. Although use of
these indirect cost rates produces reasonible estimates
in some cases, more often than not the'r application
results in AAEs that are far too low.

After failure to award a contract pursuant to competitive
bidding, DPWH feels that it could still successfully negotiate
fair and ‘1ecasonable contract terms, conditions, and prices
with the lowest bidder. This practice is common in Philippine
government agencies.  DPWH believes that negotiating with the
lowest bidder who is still considered tuvo high (i.e. above the
Allowable covernment Estimate AGE) would result in speedier
placement of contracts than starting the entire process over
and readverltising, and is in fact "host country contracting".

In the long run, DPWIY's modification of its criteria and
methodoloyy for developing government estimotes would be a
significant procedural improvement. Having better estimates
in the fiirct instance would systematically alleviate the GOP’s
self-inflicted difficulties, in lieu of the current ad hoc and
ad hominem practice. While the current practice is widespread
and expoedient, it reduces the strength of internal controls
and is thus open to abuse, and subject to contest.

Ergaging in negotiations for construction services after

a bi\' failme is contrary to AID’s long-standing policy. We
thercfore ¢ mce recommend that USALID accede to DPWH’s wishes
as a gencral ule.  However -- in the short run -- until the

GOP change:s  its AAE & AGE methodology, there may well be
instances vhen negotiating fer services in this manner might
be appropiate. Such requests shcuid therefore be reviewed by
USAID technical and management officials, and handled on @
case-by-case basis,



THE MANILA TIMES, NOVEMBER 9, 1991

The forgotten story
of wholesale greed

SUCH wan the culture of corruption, the
configmantion of greed, the gluttony and
the crapnlence apawned by the dictatorinl
regime —nnd the longevity and magnitude

-1 of the nggrandize-
ment it beatowed
on the corrupt -
that the
Kamaganak Inc.
wasnotinclinedto
do things differ-
ently.

Way bacit in
1968, President
Marco. nn-
nounced an infra-
structure program
of I’1.2 billion, a
auper-stnggering

Mnnm I I
Martiner

p—— vy

amount in there danya.

Sen. Benipno S, Aquino Jr. rone in the
Senate (o minke an exposé, revenling that
“only two nnointed corporations — both
newly orgrmized - will carry out this gar-
gantunn infinatructure program.”

The firrt company was the Asian Engi-
neering ninl Development Corporation,
AEIN.

“Thin company,” raidd Ninoy, “with n
paid-up oopital of 150,000, nnd whose
undertnking wnawritteninfractured gram-
mar, his hind the nudacity to bid for monu-
mental inlinntructore projecta totnlling
1’600 million!”

And he identified two Malacaiieng ofli-
cinlana the movingspitithehindthe AEDC,
which belore the P12 billion program had
not built rcingle kilometer of rond, did not
have ncingle ander or bulldozer, and was
unknow o in construction circles.

Ninoy odeaenid that the ABDC, with the
help of offinddram the Cential Baok and
powethibinioions, waaoblaining US lonns
totnling ¢ e million!

Tios other company was the Construe.
tion nod Deselopment Corporntion of the
Philippines, o the fumoua - or infamoun -

cner.

Btinnpely enough, CHCP (now the hil

\

ippine National Construction Corp.) won
the contract with the governmenit tounder-
take, like the AEDC, P600 million worth of
projecta over 900 working days.

From the contract, Ninoy said, CDCP
stood to roke in nome PGO million in con-
struction feen alone from the government.

On top of that, the government waived
the 3 per cent construction tax, a highly
queationable exeinption, and loaned - for
free — the heavy equipment used by CDCP!

The CDCI boas, of course, wns Rodolfo
Cuenca, who needed no introduction.

By 1981, CDCP was on the verge of
collnpse owing to gross mismanngement
and voracious overextension around the

world from the Middle Enast to Indonesin. -

The Filipinopeople were outraged when
itwas bailed outby the Marcosgovernment
through the NIDC to the tune of more than
a billion pesos!

The CDCP hnd become the Philippines’
biggzest business and management de-
bacle, and the people behind it utterly
embarrassed — nssuming they were sen-
sible of shnme ~ but utterly rich.

It waa believed that the bulk of the two
companiea'equity -the AEDC and theCDCP
—belonged to Somebody and his Relatives.

It was Kammaganahk, Inc, Part 1.

Ninoy snid that certain corporationsin
other huge projects had to pull out beeause
Somebody waa unsatisfied with the per-
centngze of equity rererved for him, while
the mnasses of Filipinoa starved, died with-
out medical attention or lived without
education.

Nnmyvmmd his exponé by saying, “l amn
n neophyte in this Senate Chamber, but |
st say Lam repelled and rovulnod by all
thia!!’

Unfortunately for the Filipino people,
those who replneed the authoritarian or-
der, nnd are now in power in Cory Arquino’s
provernment, hadprone hungry for 20 years
mnd when the meat and teats were aud-
denly within their grasp, snnpped nt any-
thing that offered profit like long-starving
crocoddil m,
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GOP ORGANIZATIONAL STRUCTURES
[QUESTION 3]

Q3. Are the organizational structures of Host Country
implementaltion agencies suited to the effective
management. of the RIF project? Do the agencies have
the capability to cffectively implement  their
respective sub-projects? Has an effective working
relationship been established among DPWII, USAID, the
consultants and contractors under the project?

Organizational Structures

The basic organizational designs of the Department of
Public Worke & Ilighways (DPWH) and the Department of
Transportation & Communications (DOTC) are suitable for
managing the RIF project. DPWH manages its foreign assisted
projects directly from the central office in Manila, through
a series of "tlusters", segregated primarily on the basis of
the source of funding, but also in terms of the types of
projects undertaken. Each Cluster Director oversees several
projects managed in  turn by Project Managers with a
centrally-staffed Project Management Office (PMO).

In the bepartment of Transportation & Communications,
the Chief of the Air Navigation Service under the Air
Transportation Office (ATO) manages DOTC’s current
involvement in the RIF.

The foreqoing situvation is currentiy in a state of
flux, however, as discussed on the following pages.

Presently, tLhere are twenty-six {(26) PMOs in the DPWH,
grouped into 10 separate "Clusters" for management purposes,
as follows:

1. Asian Doevelopment Bank-Assisted Highway Projects
1. Asian hevelopment Bank (ADB-PMO)
2. Highland Agriculture Development Project
(HADP=-110O)
3. Kuwaiti-Funded Agriculture & Economic
Development (KFFAED-PMO)

2. World Bank-Accinted Projectrs
1. International Bank for Reconstruction &
Doevelopment  (IBRD-PMO)
2. Sccond Rural Roads Improvement Project (SRRIP-PMO)
3. Road Rectoration

3. Philippine dapanese Highway Loan (PJHIL=-PMO)

4. Fishing Proirts bProjects (FI'-PMO)

94



10-

95

Urban Infrastructure Project

1. Urban Roads Project 0Office (URPO-PMO)

2. Regional Cities Development Project (RCDP-PMO)

3. Metro Manila Infrastructure Utilities &
Enginecring Program (MMINUTE-PMO)

4. Program for Essential Municipal Infra-tructure,
Utilities, Maintenance and Engineering
Development (PREMIUMED-PMC)

Rural Water Supply Projects

Flood Control & brainage Projects

1. Major Flood control Projects and Small Water
Inpounding Project (SWIM-PMO)

2. Mangchan Ploodway (MF-PHO)

3. Nationwide Dredging & Reclamation Projects

4. Metro Hanila Drainage System Rehabilitation
Proiject

5. Cotabato-Aguiran River Basin Development Project

Integrated Arca bDevelopment Projects

1. Rural Infrastructure Fund Project {(RIF-PMO)

2. Second Palawan Integrated Arca bevelopment Project
(SPIADD-PMO)

3. Samar Integrated Arca Development Pro ject
(SIRDP-PMO)

4. Bicol secondary and Feeder Roads Project
(BRBDP-PHO)

Special P'rojects

1. Special Bridges PMO

2. Special Buildings PMO

3. Equipment Base Shops PMO
Feasibility Studies PMO

Noto: The DEWH Project Manager of _the USAIR-assisted

Rural Infrastiucture Fund  (RIF)Y  Project PMO i also
copcurrently the Director of the Inteqrated Area Developaent
Projects Cluster.

Although these PMOS arce not permanent entities within

the DPWH, some of them have exicted for many years and have
substantial adminisirative and technical staffs.  The use of
project. managepnent  offices permits the DPWH to take on a
large volume ol projects without substantially increasing
ite permanent ctatf and the attendant long-term commitment
of intarnal qgoveanment fund:s. In principle, when the noed
for a particular PHO ends or it exteraal funding ceanen, it
will Lo discolved, it reqgular civil cervice  atalf
reabsorbed into the DPWH, and ita hired workforce let qo.

Staf! assighments, therofore, are coterminous with the life

of

cach project, However, qgiven the mancive development



needs of the 'l Ilippines, the number of PMOs is unlikely to
decline. Mot lHUs manage sceveral grant and loan projects
at a given time, and acquire new ones when old ones are
completed.

The stat!t ot the various PHos differs considerably
according to their wor . load, Statfing patterns for each
PMO are approvod by the Department of Budget and Management
of the Offitce of the President.  Staf! sataries and periodic
salary odjuctnents are charged  against  project  funds
Contractuaal cnployees of the PHOS recelve a twenty percent
(20%) preniure over the minimun hiring rate given to reqgular
government onployecs occupying similar positions.

The ticehd vdninistration of the DPRH consists of twelve
(12) regionadl  offices and  aixty (60) district offices.
Unlike the tlos,  the regional  and dostrict oftices are

permancent entitien, However, hecause o1 budqgetary
constraints, nany of their statf are not permanent civil
servant s, The duties ol the regional offices include the

design, conctruction and paintenance of intrastructure under
the responsibility ot the DPWH, as well securing rights-of-
way and providing materials testing laboratories. Until
recently, the roegional otfices  did  not have  direct
reasponsibility for the jnplenmentation of foreiap assisted
pro ject:.

Thic sitaat fon was changed on February 21, 1971 when
the new DPWIL Secretary iussucd Departmential Order 5% (D.O.
55). This new order was intended

to wabe faeld based officials fully conversant

wilh, andl totall responsible  for, the
np ettt ion of w11 DPWH programs el p~ oiecls
in thew aewpective operational arecs .

llu luding  those  presently  being mulvnwnt('d

undey Contyal Office Project Hanagement 0f ffices
['()I’H() [mnph.t'. i .uldmll]

The detailed pnovicions of Do 4% appear to assign
most cperational pecponsibility for project implementation
to the reqgional offices  and  relegate the PHUS S to a
r;up(-rvi'-my el Plaison 1ole with  respect to  foreign

ansisted progpectaas The intention of D.o. 5% seems to bhe Lo
d(emdu.;nu Frne el staft tunctions vithin the departmeat
more clearly.

In Fecping with theiv reacponsibilities under DooL 8% o,
the reqgional  olfices have  eatablished  Jegional Yropnet
Management  offices (RPPHOS) The position of  REFMO iead han
beoen designated ot a G-24% level, which i one step highor
thaon the heads of otheyr divicions th the pedgqional ofticn,
The RPPO:D o not have any  permanent  teconieal statf, hbut
fnctead "borrow" ctaft from other divisions of Lhe rjonal
office, HER toecdoed, The RPMO5 have been a ataed
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responsibility for supervising the projects of the various
DPWH Central Office PMOs (COPMOs). However, as yet, they
have no operating funds from the Department; nor has any
provision been made to transfer operating funds to the RPMOs
from the COPMOs. Thus, until the RPMOs are precvided
adequate funds, they will not be able to carry out their
assigned tasks cffectively.

USAID and the expatriate contractors think that the
involvement of the regional offices in RIF subprojects is
not only unnccessary, but indeed detrimental to effective

and efficient implementation of the project. In effect,
instead of a clear-cut chain-of-command with a single
channel foir communication between the contractor in the
field and the PMO, and direction from a single,
authoritative source (the PMO Project Manager), the

insertion of the regional directors has multiplied the
number of channels, exponentially.

Diffusion of responsibility and authority without

concomitant financial and management accountability has the
potential for @ncouraging interventions by DPWH regional
managers in technical decisions, with additional

administrative requirements imposed on the contractors; and
generally weakens the PMO’s control by impeding and

confusing PMO direction and guidance. With D.O. 55, the
unitary PMO concept is also bypassed as the regional
directors report to several different undersecretaries in
DPWH other than the one to which the PMO is responsible.
From the Consultant’s point of view, the change is
resulting in considerable (and rapidly growing) additional,
unforeseen, administrative burden in terms of time, effort
-- and, of course cost -- as they must now staff up to

handle the demands and requirements of 12 regional directors
and the spinoffs from cross~communication, in addition to
the current workload.

The evaluation team confirmed that one regional office
had indeed 1reguired considerable additional documentation
before it would process payment vouchers submitted by a

contractor for a major RIF sub-project. The assembly and
processing of this documentation, together with the time
consuming natine of the overall voucher approval process,
has also led Lo significant document preparation costs, as
well as delays in payment to the'contractor. The contractor
has also becn required to report progress to the regional
director and ‘justify the negative slippage. Another

contractor was also instructed by the Regional Director to
reassign his work crews from new construction activities in
order to perform some collateral (unplanned, unscheduled and
non-reimbursable) maintenance work. While these are all
reasonable redirections of effort from the local Regional
Director’s perspective, the RIF contractors object to what
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they view as undue interference by the regional office in
undertaking their contractual sccpe of work.

In another instance, a team member was informed that a
regional office had failed to process a change order
submitted by another RIF contractor simply because the
regional office did not recognize the change order for what
it was, was unaware of their '"responsibility" for taking
action, and subsequently "lost" the documentation. Although
the documentation was eventually reassembled, the confusion
caused a serious delay in reaching a decision on the change
order, as well as differences 1in the work authorized,
accomplished, and reimbursed.

An expatriate (US) contractor made a formal complaint
regarding delays in payment and interference in project

operations, the RIF Consultant and the Director of the RIF-
PMO recently prepared a list of recommendations for
consideration by the Secretary of DPWH. 1In response to some
of the problems encountered, the DPWH has taken an interim
compromise position that "in principle" for the largest RIF
subprojects, the regional offices will no longer have
approval authority. However, for +the time being, the
Secretary’s decision is that regional offices will retain
their supervisory role over other RIF subprojects.

Although as indicated above, some initial growing pains
have been experienced in instituting D.O. 55, and the
unitary PMO management concept apparently has not yet been
reconciled with DFWH’s long run management decentralization
objectives, the longer term impact on the RIF has not yet
been resolved.

Port Construction Management

During the course of the evaluation, the team learned
that a_majour intra-departmental transfer of responsibility

is imminent: for managing the construction/upgrading of ports

under the RIF project. Under a Memorandum of Agreement
between DPWH & DOTC dated 14 August 1991 the following tasks
and responsibilities were outlined:

DPWI_ _and _DOTC shall immediately effect the
transfer to DOTC of Project Management Offices
or_portions thereof implementing port projects
Tock, “stock  and” barrel, involving all their
finclions and__ such _appropriations, funds,
cords, equipment, facilities, other assets and
personnel as may be necessary except for such
equipment/ facilities which by the mutual
agreement shall be retained by the DPWH.

R
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The DPWH will advise NEDA to duly notify the
lending institutions regarding this transfer of

responsibilities and to ‘effect the correspondi
transfer of the funds thereof to DOTC. [Emphasis

added.]
In effecl, while the DPWH RIF-PMO and A&E (LBII/TCGI)
will continue to manage the ports already under
construction, the PMO for Fisheries is being transferred

from the DPWH Lo the DOTC and will assume responsibility for
any new port construction and/or rehabilitation activity
under the RITI.

To _date, the actual transfer has not taken place -- it
is apparently targeted for 1 January 1991. The incumbents
in the DPWH PlO are apparently to be accommodated by -- and
accompany -- the transfer. However, such a major change in
organizational (and physical) relocation from one government
agency to another invariably creates some changes in
operational procedures as well as personnel fall-out.
Organizational patterns and procedures, as well as personal
loyalties and relationships will be redefined as new
responsibilitics and  authorities; rules, regulations,
direction and guidance; and reporting channels are
established. .

Three procedural items are of immediate concern to DOTC
with respect to this aspect of the RIF project:

1. Obtain a consultant A&E to supervise the
construction work for the PMO, and

2. start the contracting process for undertaking
the construction work

3. Responsibility for incomplete designs and
feasibility studies. [Although transferring
completed designs and feasibility studies is
a relatively simple matter, the question of
Lransferring similar on-going technical work
hy LBII/TCGI is still open.

Perhaps even more fundamental than these procedural

concerns, hownver, is the issue of future RIF funding for
port design, construction supervision and construction
activities.

On 5 August 1991, the DPWH RIF-PMO Project Director

advised DPWHl Undersecretary Mir that "the DPWH has not
earmark [sic] an amount for Ports in the 1992 DPWH Program
but instead Utransferred it to 2OTC Budget Ceiling". The
USAID-Assisted Rural Infrastructure Fund (RIF) Project was
included in the 1listing of projects so affected. For its

part, DOTC notified NEDA of the agreement to transfer
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responsibility for the Ports from DPWH to DOTC,, by letter on
30 October 1991, and requested "the corresponding transfer
of funds thercof to DOTC". [Emphasis added. ]

From discussions with various officials, the Evaluation

Team perceived that several different scenarios and
expectations are held. At one end of the spectrum, the
expectation is that the PMO responsibilities, personnel and
associated funding =-- including USAID funding for port
construction/rehabilitation -- will transfer from DPWH to
DOTC as a complete package. At the other extreme, the
perception is that only the functions and personnel will be

transferred by DPWH, that DPWH will reprogram any available
USAID-RIF funds previously identified for port construction
for continued use by the DPWH RIF-PMO for sub-projects which
it is implementing, and that it will be DOTC’s
responsibility to absorb the operating costs of the PMO
within its budget, and seek funding for future port
construction endeavors from "other sources".

Capabilily

No specific attention was given in the RIF Project
Paper to institutionai development of the line agencies

responsible for implementing the project. Despite this
omission in the project design, the RIF-PMO initiated
several measures which enhanced its ability to manage
project implementation. When the Consulting A&E firm

(LBII/TCGI) was mobilized, the RIF-PMO decided that a "fast-
track" processs would be necessary to expedite sub-project
feasibility studies and design work. The Consultants worked
with the PHMO staff to introduce PERT/CPM techniques for
managing the project, and it has become clear that the RIF-
PMO is open to new ideas and management techniques. The
Director of the RIF-PMO has rezently beqgun to incorporate a
computerized Geographic Information System (GIS) into the
planning and monitoring activities of the PMO and this has

attracted the attention of other COPMOs, as well as the top-

management in the department.

The Dircctor of the RIF-PMO is also responsible for

overseeing several other major departmental programs,
including the HMount Pinatubo disaster relief effort. At
first it appeared to the Evaluation Team that the burden of
handling these other programs would lessen the ability of
the Director to manage the RIF project. After closer
examination, this initial observation does not seem to be
warranted. Recause of the limited number of its senior
staff, the DhPWH uses a "cluster manager" concept. Under
this system, cach of the directors of COPMOs under the DPWH

is responsible for coordinating several urgent issues for
the department. From the standpoint of the DPWH, reducing
the workload on the Director of the RIF-PMO solely to
benefit RIF operations is not a practical option. Such a
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change would simply shift the discarded workload to another
cluster leader, thereby impairing the performance of another
equally vital (to DPWH) program.

The Regional Offices of the DPWH are not fully capable
of carrying out their responsibilities under D.O. 55 for the
supervision of sub-projects of all the Central Office PMOs
(COPMOs) under the DPWH. While the Regional Offices should

be involved in the planning of such projects and in
supervising their implementation, it is premature to
transfer this responsibility without further clarification
of the responsiibilities of all parties concerned -- i.e. the

COPMOs, the consulting firms attached to the COPMOs, the
Regional Offices, and the foreign funding agencies.

In so far as the DOTC is concerned, there is no
apparent problem with the Air Navigational Aids component of

the RIF. Given the impending transfer of PMO
responsibilities from the DPWH to the DOTC however, DOTC’s
capability for managing port construction/upgrading
activities is not so easily determined. Several key issues

need to be resolved before DOTC capability can be adequately
assessed.

Effective Working Relationships

For the moust part, an effective working relationship
has been established among DPWH, USAID and LBII/TCGI
personnel, and the contractors implementing the prc-ect and
sub-project activities.

Major difficulties persist with the inability of the
GOP to resolve contractual and procedural questions for
Torno America --the contractor undertaking the major Quirino
and Kalibo highway construction sub-projects. These issues
-- and procedural recommendations for their resolution --
are outlined in the "Outstanding Issues" section of this
report.
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ATD—DIRECT VS
HOS'I' COUNTRY CONTRACTING
[ QUESTION 4]

Q4. Is the use of AID Direct contracting procedures an
appropriate and effective alternative to Host Country
contracting procedures for sub-projects? Will this
expedite project implementation?

Direct AID contracting is a workable alternative to Host
Country contracting as a means for implementing subprojects.
However, in g¢general, the use of direct contracting implies
that the funding agency lacks confidence in the ability or
willingness of host country agencies to carry out requﬁred
tasks as specified in the agreement for foreign assistance.

For many years AID had an explicitly stated policy, that
favored the use of host country contracts and required mission
directors to make a written Jjustification for the use of
direct contracts. This is no longer the case. AID’s current
policy with respect to contracting procedures pertinent to
this question, outlined in AID Handbcok 1, Supplement 3, 30
December 1990, is as follows:

There is no longer a stated Agency preference
between AID-direct and host country contracting.

Mission directors are responsible for assuring that
projeclt design assigns procurement responsibility
in a manner which best fits the particular
circumstances.

AID  is. principq]]{. a p]anninq{ financing and
moniloring organization rather than a procurement
agency.

A Tundamental principle  of AID _is that the
countries il assists should themselves undertake
the implementation of their own development
programs.

Use of a host country contract is usually more
appropriate for the procurement of construction
services.

Statements one and two above remove the preference for
host country contracting and give Mission Directors a free
hand 1in selccting contracting agencies. The last two

) Ihe use of direct contracting to expedite feasibility studies and
design work early in the RIF project did not convey this impression,
because it was a stqggap measure, and did not suggest a rejection of the
host country responsibility for securing the services of a consulting firm.
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statements however, favor host country agencies --
particularly in the procurement of construction services, and
by implication, also procurement of architect and engineering
services associated with construction.

By the Utime the RIF Project Paper was finished in
September, 1987, USAID/Philippines had been involved over a
long period in rural infrastructure projects that were similar
in many respects to the RIF Project. Host country contracts

had been usced extensively to procure goods and services for
these earlier projects and DPWH had been the lead GOP agency
in several instances. AID and other donor agencies in Manila
had positive cxperience with DPWH.

Logically then, the Project Paper contained a procurement
plan that anticipated extensive wuse of host country
contracting -~ much of which would be undertaken by DPWH, as
the lead agency in many of the envisioned sub-projects.

In fact, Host country contracts have been used to obtain
all construction services and most of the Architect &
Engineering (A&E) services procured to date. A Condition
Precedent (CP’) to disbursement for construction sub-projects
required DPWIl to furnish USAID with an executed contract
between DPWII and an A&E consulting firm.

As indicated in response to Question 1, the contract
between 0OPWH and Louis Berger International, Inc. (LBII),

which satisficd the CP was not signed by both parties until
September, 1989 -~ some 24 months after the Project Agreement
was executed. The evaluation team wishes to emphasize that
this failure to enter into a contract in a reasonable time was

not caused by _inadequacies or shortcomings in the GOP'’s
written rules and _procedures. The Government has had detailed
written rules and regulations in place for vyears, and the
formal procedures relating to contracting are well understood
by the Key people involved in the RIF Project.

By the time Amendment No. 2 to the RIF Project Paper was
completed (in May, 1990), USAID had decided to turn away from
almost complecle reliance on host country contracting and had
opted instead for a combinatien of direct-AID contracts and
Host Country agreements.

Amendment No. 2 added a component -- South Cotabato Roads
~- and stipulated that direct US Government contracting would
be the method used to obtain most goods and services under the
component.

The Mindanao Development Project (MDP) (Project # 492-
0456) was later developed for further development of
infrastructure in Southern Mindanao. The MDP Project Paper,
dated September, 1990, stipulates a grant of $75 million and
its procurement plan stated that almost all acquisition would
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be through the use of direct-AID agreements. To date, a
cursory review of the MDP indicates that contracting
activities wunder the MDP have suffered fewer delays and
difficulties than have been encountered under the RIF Project.

There is no succinct, simple answer that can be given
regarding future USAID contracting activities. The evaluation
team considers that the policy guidance set out in Handbook 1,
Supplement B is adequate. Adhering to such guidance -- based
on local experience and an awareness of prevailing conditions
== should result in rational decisions regarding the most
appropriate entity to do the buying of goods and services.
The options should be carefully reviewed during project design
and recommendations made at that time. Of course, as
circumstances change, such decisions should be reviewed and
revised over the course of multi-year projects.

In this 1regard, we find no fault with the decision to use
the Host Country Contracting mode ~-- a decision which was made
during RIF Project design. Despite the fact that contracting
activities werc exceedingly slow during the initial stages, at
the time the project was designed, it was impossible to

foresee (and thus avoid =-- through a change of procurement
method) the eocvents which actually unfolded. Whatever the
reason for Lhe failure to weach agreement with Brown & Root,
the very facl that provisions exist for negotiating with a
second bidder in the event of such failure, indicates that
such an occurrence is possible, even if not usual or expected.

From a review of the files, the only retrcspective critique we
can offer is that the initial negotiaticn was permitted to
drag on too long before a decision was made to terminate.

Although AlID-Direct contracting w<ould be un effective

alternate mode for contracting, it is no panacea. Direct
contracting by AID could wundoubtedly expedite ©project
implementation in some aspects; for instance by lessening the
areas of disayreement between American Contractors and various
GOP entities by perhaps providing more expeditious
clarification of Conditions Precedent, entitlements and
exemptions 1regarding importation of equipment, duties and
taxes; and accelerating/assuring payment/reimbursement for
costs incuried. llowever, difficulties in implementing
projects in the Philippine administrative, social and
political milicu would continue. Furthermcre, such
expeditious action could be attained only by shifting the
administrative burden of project management from the GOP
DPWH/PMO“ & ils Consultant, to a similarly staffed USAID
professional contracting and technical engineering office &

its Consultant.

Zyhich  consists  of approximately sixty full-time professional,
technical, administrative personnel and support staff.
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Is it appropriate to take such a step? This is not an
inconsequential consideration, for the following reasons:

1. USAID does not currently have the in-house capacity
to handle the additional technical and
administrative workload.

2. Acquiring such capability is diametrically opposed
to the trends in AID staff reductions over the past
few years, and prospects for the future.

3. There are in-country limitations on direct-hire
American staff.

4. Individuals working under Personal Service
Contracts (PSCs) -- while able to support a direct
hire project officer in handling some of the
workload -- cannot exercise the full authority of a
USAILD direct hire official.

Determining whether the use of AID direct contracting
procedures is an appropriate and effective alternative to Host
Country contracting procedures for subprojects requires an
answer to two questions: what was the assistance provided by
USAID intended to accomplish, and is the host country capable
of accomplishing the objectives of the assisted project.

At the time the Rural Infrastructure Fund (RIF) Project

Paper was piepared in 1987, institutional development was a
mission priority. The 1987 Country Development Strategy
Statement (CD55) outlined several objectives for the Mission
to help the GOP meect some of its critical development needs --
including rural infrastructure, decentralization and
devolution of authority. However, the Mission’s emphasis was
focused on macro-level governmental reform through policy
dialogue for devolution of responsibility to local government
units for initiating, implementing and maintaining basic
infrastructure, and providing basic social services. No

specific attention was envisaged by AID for institutional
development of the line agencies responsible for implamenting
the RIF. These aspects were reinforced in July 1990 in the
subsequent Philippine Assistance Strategy (PAS) which
superseded the CDSS,

AID’s rationale regarding host country contracting is
that this process will contribute to the institutional
development of host country implementing agencies so that they
are more capable oil carrying out similar developmental efforts
in the futurc. However, "institution building" per sec -- at
least with respect to contracting/procurement -- is really no
longer a meaningful objective insofar as DPWH 1s concerned.
In the Philippines, the DPWH had already shown itself capable

of contracting for off-shore construction services and
equipment procurcment. While the DPWH may perceive, and do
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things differently from USAID, and their creativeness in
working around issues gives the US some uneasiness, at this
stage of development in the Philippines, there is 1little (if
anything) new that AID could teach the DPWH in contracting and
procurement methodology.

RIF imblementation has further demonstrated DPWH capacity

to contract for the design, supervision and implementation of
subprojects, with the assistance of the consultants provided
under the grant funding. This 1is not to imply that the
implementation has been trouble free. There are quite a few
examples of disruptions, delays, disagreements among GOP
agencies, disputes with contractors, failures of contractors
to perform, interference by insurgents and irate citizens,

petitions by local elected officials, and less than adequate
performance by some regional and district officials of DPWH.
Nevertheless, there is every indication that all of the work
planned under the RIF project will be completed within the
PACD.

The use of_ AID direct contracting procedures would not
help to resolve _any of the problems cited above. There has
been some suqggestion that direct contracting might improve the
flow of payments to the prime construction engineer, but even
that is not assured 1if subcontractors run into serious
problems. I'inally, while contracting arrangements in the
future are still subject to negotiation, the DPWH would
probably take exception to any attempt by USAID to<“change the
terms of the current RIF contracts, as an affront to their
capabilities and/or performance.

9
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PIEACE & ORDER, AND
SOCTO—POLITICAL CONSTRAINTS
[SOW TASK 7 & QUESTION 5]

Q5. Are therce any "peace and order" concerns and/or other
socio-political constraints which hinder field
activities associated with sub-projects? How do these
impact on project implementation and how can they be
resolved?

Peace & Order

At the Uime the RIF was being designed, USAID’s Country
Development :trategy Statement (CDSS) Action Plan for FY
1988 (27 April 1987, P. 36) stated with respect to areas
affected by NI’A operations that

In most of these areas the security risks are
too great for civilian contractors to operate.

Through 1988, 1989, and particularly during 1990 -—

when the RIP field construction activities commenced -~ NPA
insurgency activity intensified. Much of the NPA propaganda
activity wag directed at Americans as a by-product of the US
Bases issues in the Philippines, and bombings became an
almost daily occurrence in Metro Manila, coupled with
numerous dealh threats. USAID employees were authorized a
"Danger Pay" allowance, and US Peace Corps volunteers were
evacuated from throughout the Philippine countryside, and
returned to the U.S. NPA assassinations were (and are)
still regularly reported in the provinces, and travel
warnings and restrictions are in forca.

' The work of the principal construction contractor on
the Quirino and Kalibo highways -- Torno America, Inc., --
was also adversely affected by interference from insurgents,
and ecventually received compensatory time for the delay
incurred. Howover, work has now resumed and =-- with
allowance for the delay -- can still be completed within the
overall revised RIF schedule.

The Armed Forces of the Philippines (AFP) are now
providing basic sccurity for the contractor’s workforce. 1In
addition, the AFP have provided practical advice to the
contractor on how to lessen the likelihood of gerious
disturbances by the insurgents. Among the most successful
approaches has been for the contractor to hire labor from
the arca where construction work is being done. This
infuses moncy into the local cconomy and meets one of the
major welfare demands of the insurgents.
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Peace and order problems have not impeded work on other
RIF subprojecls. However, since there are many projects now
in the pipeline waiting for implementation, future
difficulties with various anti-government groups cannot be
entirely ruled out.

Socio-lolitical Constraints

Securing the right-of-way along the Quirino and Kalibo
highways may gtow into a serious problem as the construction
progresses. Al the present time, the contractor can work on
stretches of highway where right-of-way issues are not
serious inmpedinents. llowever, as these stretches are
completed, the contractor will have to contend with the
vemoval of syualters in order to continue with construction.
There is a distinct possibility of violent confrontation
with those who must be required to relocate.

Both local and national politicians, and government
officials have intervened in the RIF project on a number of
occasions, atlempling to secure changes (from both the DPWH
and USAID) in certain sub-projects. Without attempting to
assess the wmerits of the proposed changes, the team notes
that in several instances these efforts have had the effect
of halting construction.

While frustrating in terms of getting the job done,
such interventions are not necessarily bad. For instance,
in at least one case -- the Babak Port sub-project --
recommendations by the local municipality for changes in the
design of an access road resulted in a project design more
suited to maximizing the economic bhenefits of the project.
furthermore, socio-political interests are not always
constraints -— the sub-projects are also apparently highly
desired in Lhe rural areas. ‘This is evidenced by the fact
that on one sub-project visited by the evaluation team, the
Regional Director had seen fit to erect a separate Regional
project billboard -- in addition to the RIF-PMO’s --
attributing the road construction project to the efforts of
both National and Regional political Leaders.
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HACTUAL ACCOMPLISHMENTS
Vs PROJECTED
[SOW TASK 4 & QUESTION 6]

T4. Define Project Accomplishments to Date

The evaluation team will define the project
accomplishments achieved to date and compare these
accomplishments with original projections. This
comparison will be against the project inputs proposed
in the Project Paper.

Q6. Do actual accomplishments to date compare favorably with
projected accomplishments? Is the actual expenditure
rate. close to the rate projected in the PP? If not,
what are the areas for improvement?

The RII" implementation schedule for Roads, Bridges and
Ports was delayed. However, despite this twc year delay in
project startup, once the long-term consultant was eventually

mobilized, the DPWH/RIF-PMO (Project Management Office)
efficiently performed the necessary preliminaries leading to,
and initiating, construction. Immediately following
mobilization, the long-term consultant (LBII/TCGI) promptly
carried oul the necessary feasibility studies, designs,
environmental assessments, prequalification and biddiag, and
construction supervision services.

The Project Paper (PP) envisaged the construction or
upgrading of 250 Km of road and at least 9 ports. PP
amendment #2 expanded road improvements to 320 Km and also
funded 10 additional ports ~- bringing the total to 19.

The DPWH, through the RIF-PMO -~ with the technical
support of the engineering joint venture of LBII and TCGI --
has broughl 260 Km of roads and 16 ports to the construction

stage committing most of the RIF funding presently allocated
to the Roads, Bridge.: and Perts subsector.

The enltire infrastructure program consists of 1307 Km of
road improvements and 43 ports. Engineering services included

feasibilily studies, environmental assessments and
construction services. The geographic dispersal of these sub-
projects - together with some technical and economic data and
construction progress to date =-- is shown on the following

pages.
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Table 1-1

Summary and Recommencations for the National Rcad Imnrovement Project

' ror the Feac’dle Sections Oniy
Road ' Total Number of T Lengtn of 1533 AADT 1) | Rang of Base Case All Froject i Cr
! | Feasible | Feasile withott A Eaneafits IRRS ? Cost '
Numper ! Rezd Name : Island I Length | Secicns | Senticns | 2cor3wneelers - ‘) -
: : (Km) : el Low ' Fich : Low Hign ~lliz~ Fessg, z
3 [=aco-r. Calera-Atra (Minccro : 7C.3 < 270 <37 : KLk V2.2 Z1.2%e Lz .z
2a  (Maboini Circumterenial 1Luzon i 240 30 18.1 pL:} i 934 REY R PR Zee
2D Ioatangas-Lebo Coastal Reag jluzen | 40.0 4 40.0 253 B - 1es.s JE
3 [Lipa City-San Paplo Luzen | 15.8 2| 18.3 | 341 [ 2453 i 15.1% | Zi.7% cl.& ER
4a Tayiay to El Nido Palawan 67.0 1 6..0 25 i z5 I 15.53 | 15.5% KR z.°
4D Montible-Napsan-Eacungan Palawan 740 0 0.0 - - { - | - ; - ‘ -
4c Abukayan-Nali Palawan 25.0 0 3.0 | - - i - f - | - ; -
44d Quezon-Aboabo Palawan 78.1 1 181 221 o2 I 23.25% | 23.2% | A2.0 . .32
48 Sumbiling to Canipaan Palawan 10.0 0 «.0 - - f - - i - -
4f 3rooke’s Pt-Rio Tuba Palawan 58.2 2 53.2 240 246 | 1503 15,552 TEZ.A S0
fa San Fernando-Marigondon Sibuyan 29.7 2 25.7 183 325 | 25.4% | 3534t TS5 2.0
b Magdiwang-Ambulong Siobuyan 3.0 1 3.0 165 | Tod | 24.4%% | Z43% | S.c 1.5
5c Ociongan-Bagto Tablas 27.3 0 0.0 - . - - - ; - I - s
6 Sta. Fe-Rosales Luzon 76.0 o 34.4 1 3914 31.5% 31.5% 188.5 ) 450
7 Madela-Casiguran Luzon 113.3 1 12.8 550 550 33.5% 3380 | 3.9 <25
8 Gasan-3anta Cruz t1arinduque 75.1 2 434 276 474 | 15.0% 25.5% 7.0 1,85 !
9 Mactan Circumterential Ceou 27.0 0 0.0 - - - - i - | - |
10a [Altavas-lvisan Panay 28.8 3 25.8 481 513 . 16.1% | Z1.e%w | §7.3 % 3.55
10b [Balasan-Carles-Bancal Panay 16.3 1 16.3 316 316 23.3% 25.24% <15 .53,
10c  [Banga-Aitavas Panay 31.3 2 31.3 537 ] 734 | 16.13% FORETE 127.0 .37 |
10d  |lvisan-Lanot Panay 8.0 1 8.0 3,151 3,191 18.5% 18.5% | 37.5 TS
11 Kabankalan-Basay Negros 132.2 0 0.0 - - -~ - | - | - |
12 Mona-Bulalacao Mindoro 108.2 7 35.5 252 976 16.3% 56.2% 120.3 3.557
13 Surigao-Davao Coasial mMindanao 143.7 7 1C4.7 316 1017 15.7% 32.6% 457.9 475 |
14 Tubay-Lake Mainit Mincdanao 79.9 3 18.0 185 313 15.6% 17.2% 40.3 &35
TOTAL 1,307.0 54 635.9 - - - - 2,410.0 3.73 !

Note: 1. If thers Is only one section feasible, high and low AADTs are equal.
2. If there are morae than one section feasible the “low” represents the lowast IRR for all the sections.
*High” IRR represents the highest IRR of all the {easible sections on the road.
3. " - " = not appropriate
Source: Concultant's astimates

€11


http:2,410.01
http:1,307.01

0°

0

n'U

4

r A‘" A\T N /7~~ PANTALANG DATO

BASCO ——/’5?7
SABTANG— -
o
K
e 0
)
PASUDPOD — [
PANDAN

REGION 1| PALANAN

PANGAHIBAN
CARAMOAN

e

DEPARTMENT OF PUBLIC WORKS
AND HIGHWAYS

0.8.0.8,0:8.0:5.0.5,00.6.0.9.9.05
114

PORT
SUBPROJECTS

280.0.89:0: 50 99088.9:8:8.9:0.0:0

——- —_ /
Wl \
SADANG 0 % 100 130 200
MASINLOC SIRUMA - WLOME TERS
( RAGAY ——- :
) e 128
REGION 1} Y\t
ME TRO
P2y ANILA SAGHAY
MOROHG-—'“//-i. » N GION V PASACAQ
MALOLOS -—— - /sl\N PASCUAL .
CawIT M"“\Qo.‘ -~ /nnpu-nAPu
s\\m

. -
J BACON
A

° ‘& ’ e ———————PILAR
0 \ . \ ——— BULAN
REGION 1V a Q/)/ "= PAMBUJAN
lt\ J/romsror, _——OHAS .
( ~T o L REGION Vil 7
&~ e
?/\"Q e // G ) T KAWAYAN
) cmmocm‘;—/v B oo X /A ~——- ZUMARRAGA
Y ARoROY —\ -~ > ~—- DARAM
o MILAGR0S — ///// ,\ﬁ CABUCGAYAN
cAwAYAN =T \(E\kvmmceozs
o CATAINGAN —\™ < \-GIPORLOS

o

BORDON Nt
S0GOD

)a\ - PoBLACION

T —— NARRA

_~<Ca)

o=
a

s REGION VI 'O,’/

S~ PINANMOPOAN
\REGION X

TS SAN JUAM
TALILoAN
,)’ /

|

M l( a
REGION IX-B |
(\/%'\/l |
N e,
é) REGION XII
REGION IX-Ap fbasiLAN
[ . .
o o
5 Kaas
9(’\\ <0
[N
ﬂés\)\,\)
1e* ‘% vlrf ll‘l‘ |1n' 'I'.
FUND PRodECT

RURAL NP HASTRUCTURE

D PROJECT NO

PORT SUBPROJECTS

a92--01420

FIGURE 117

1-41




Table 1-2

RIF PROJECT PORT FEASIBILITY STUDIES

CONSTRUCTION
ORT FS=FEASIBILITY| INTERNAL ECONOMICALLY CCST OF REMARKS
DD=DETAILED RATE OF FEASIBLE? UPGRADE
DESIGN RETURN (PESOS)
/ FS 31.56% Yes 5,434,000
| S -0.00% No 8,387,000
FS N/A N/A N/A | PPA Jurlsdiction, dropped
n FS/DD 24.48% Yos 30,181,000
FS/IDD 22.69% Yos 11,938,000
:gayan FS 70.32% Yos 2,998,000
xan FS/DD 17.49% Yeos 12,143,000
i0an FS/DD 16.16% Yeos 8,536,000
gan FS 23.59% Yos 12,194,000
ran FS 0.52% No 15,843,000
FS/DD 15.74%% Yes 9,735,000
FS 14.61% Yes 2,172,000
5] FS +.7G% No 5,355,000
an FS T -0.00% No 8,002,000
FS 12.81% No 7,384,000
S £S/IDD 54.37% Yos 3,670,000
oc FS -11.76% No 12,755,000
jes FS 39.90% Yes 1,522,000
S FS 10.85% No 5,904,000 | Recommandad now building only
P 628,000
b| FS/DD 26.93% Yos 9,546,000
FS/DD 17.81% Yos 14,255,000 | Incorporated with port of Panacan
FS/DD 20.22% Yos 8,955,000
ud FS 10.46% No 1,070,000
n i 18.652% Yos 1,474,000
jan FS -0.00% No . 16,656,000
1 FS/DD 16.49% Yes 4,308,500
iiban FS/DD 22.20% Yos 2,896,000
ing Bato FS 14.77% No 9,225,000 | Another site recommanded
0 FS/DD 27.89% Yes 15,178,000
FS 3.60% No 21,071,000 | Includes total cost of accass road
poan FS/DD 208.39% Yos 10,247,000
‘an FS/DD 26.54% Yaos 13,202,000
lon FS 23.87% Yos 5,436,000
FS -0.00% No 26,013,000 | Anolhor 5it rocommendod
apu FS 11.16% No 4,803,000
] FS/DD 24.46% Yos 5,917,000
4] IS 0 00% Yos * 12,419,000 | Hncommonded duo to isolation of area -
' FS/DD 18 130 Yos 19,528,000 | Rivar wharl and inter-island facility
n IS th 90 Yos 8,732,000
scual FS/0D 2H.84% Yos 12,922,000
Fs 10 10° No 3,761,000
FSID0 S0 09 ‘{15 5,002,600 | Pier axtonsion only
(Soyud) ST 751,000 | Boach improvamont only
1ga rs NI MU Yon 945,000

Fotal costfor all projoects -

Total cost of foasibin proje to

300.956.000 e

251,485,000 Peoos
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The Project Paper’s (PP) estimated cost were
considerably lower than the actual costs incurred. The
consequence of underestimating at the design stage is that in
order to sltay within budget, the number of kilometers of road
and ports to be constructed have had to be reduced from those
originally planned.

Road construction costs have generally exceeded PP
estimates by a factor of 2 or more, as shown in the sample
table:

pp ESTIMATES ACTUAL LOW BIDS $/Km Ratio
Road Km USSm S/Km Km USSm $/Km Increase
Quirino 72 $13m .18m 64 $21m .33m 1.83
Kalibo 96 9.4 .1 50 10.9 .22 2.2
b 1,515 135.1 .os0
8 Contracts 236 60.8 .258 2.9

Port construction estimates in the Project Paper were
similarly Jlow -- as illustrated by the costs for MANDAON,
SANTA ROSA and BABAK ports which were estimated at $773,000.
The actual bid prices for these ports totaled $1,533,096 --
again almost double the estimate.

Established DPWH guidelines, procedures and regulations
are used to prepare Approved Agency Estimates (AAE) which fix
the limits in considering construction bids. In the foregoing
instances, unrealistically low estimates resulted. Since only
two American firms -- each joint venturing with local firms --
together wilh six local construction contractors were involved
in the cos! analysis, the increased cost cannot be attributed
to the higher cost of consttuction by US firms working
overseas.

For fulure projects, more research into current local
construction costs should be undertaken by engineers on
USAID’s Pioject Paper Design Teamn. Comparison of these
estimates with DPWH AAE’s could result in the preparation of
more realistic construction estimates.

Other factors contributing to the escalation of

construction costs include:
1. A 13-4 yecar period of annual cost escalation.

2. A devaluation of the PESO of 25 to 30%

he data contributing to these comparative cost analysis are derived
from the Seplember 1987 PP and fiqgures 5 and 6.
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PROJECT FUNDING

The September 1987 Project Paper identified $90 million
for "Life of Project Funding" in the following subsectors:

ROADS & BRIDGES S 40.2 million
PORTS 8.
AI1R NAVAIDS
RURAL ELECTRIFICATION 36 27
RURAL TELECOMMUNICATIONS 04%6
S O million
Project Paper Amendment #1 dated August 1989 was issued
to delete assistance to the Rural Electrification subsector

and expand assistance to the NAVAID subsector and Roads,
Bridges and Ports subsectors as follows :

.. ROADS & BRIDGES $ 61.87 million
PORTS 10.8
AIR NAVAIDS 16.2
RURAL TELECOMMUNICATIONS 1.13

S 30.00 million

Projecl. Paper Amendment #2 dated May 1990 increased "Life
of Project Funding”" by $80 million (to a total of $170.0
million) of which $30 million was attributed to General Santos

City and %%0 million to expand the Roads, Ports and Bridges
subsectors as follows

ROADS PORTS & BRIDGES S 122.185 million

AIR NAVAIDS 16.18

GEN. SANTOS CITY 30.00

S gpe

o S 170.000 million

PROJECT EXI'IFNDITURES - ACTUAL vs PP

I'y 88 FY 90 FY 91 TOTAL

(In ug§ ﬁ?llions)
B

PP 113,989 23.504 25.504 16.725 79.722
PER PP Amend#?2 18.370 51.997 70.367
ACTUAL

PER STATUS RP'TS 1.034 4,259 8.668 -
PER Oct. 2131, ‘91, USAID EARMK & COMM. STATUS RPT 21.811

As noloed above actual expenditures were about 30% of the
projected expenditures in PP Amendment 2. The most probable
reason for such an over estimation of expenditures was USAID
optimism in assessing the capabilities of the GOpP  (DPWI) --
and to a lersser extent, the Mission -- to procure engineering
services, qualify contractors, and carry out construction
bidding and awards.

Committoed funds for roads, bridges and ports as well as
other subsectors were roughly calculated by breaking down the
$ 100,076,23%7.57 total committed funds shown in the Mission’s

mid-October "Farmark and Commitment Status Report" acquired by
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the evalualiion team. The findings, compared to the breakdown
of the $ 170 million "Life of Project" funds are as follows :

PP AMEND. #2 ASSIGNED COMMITTED
ROADS & PORIT'S ENGINEERING S 13.280 million 11.031
ROADS & PORT'S CONSTRUCTED 108.245 54.655
ROADS & POR'T'S SERV.COMM. & TNG .660 .175
NAVAIDS 16.130 4.356
GEN. SANTO{ 30.000 28.411
TELECOM & OTHER 1.635 .433
MT. PINATOBU ENGR. INCL. IN ENGR., .997

TOTAL $ 170.000 million

$100.58 (Calc.)
$100.076 (Act.)

Illustrations of delays in bureaucratic processes are

shown below. They have been particularly singled out for
comment because road, bridges and port construction constitute
the Dbulk (70%) of project finding. The fcllowing
implementat ion actions and dates were gleaned from the

Mission’s Onarterly Progress Reports.

SELECTION OF LONG-TERM ENGINEERING CONSULTANT

September 1987 Execution of Pro-Aqg.
January 1988 CBD advertisement published
June 1988 Proposals to DPWH
Docember 1988 Selection finalized
January Extended negotiations ==
to May 1989 resulting in failure
Auqgust 1989 48 month LBIT contract approved.

PACD extended to December 1993,

The long-term consultant mobilized during October and
November 1989,

Meanwhi l o, in an attempt to cxpoedite project
implementation, USAID/Philippines processed  an Indefinite
Quantity conbtract (1QC) for some short-term consultants to
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conduct feasibility studies and design updates on selected
ports and two major roads -- Quirino and Kalibo. However, the
record shows that although AID Project Implementation Orders
for Technical Services (PI0/T’s) were first issued in November
1987, they were not approved by AID/Washington until almost a
year and a half later -- in March 1989.

Implementation for construction was undertaken by AID
with CBD advertising for interested US and/or Philippine firms

in June 19848. Prequalification was carried out in August and
September by the DPWH but inadequate response to Quirino
prequalificalion necessitated its being readvertized. A pre-

bid conferronce for prospective bidders on .both Quirino and
Kalibo subprojects was held in April 1989, Low bids on bhoth
projects woere approved and contracts for both roads were
awarded to a TornoaFoundation Specialists Joint Venture in
January 1990,

Althouqgh the contractor continued mobilizing and
construct.nyg camp facilities further unexpected construction
delays occimrred on both projects throughout 1990. Delays up

to six wmonlths were incurred through AID/W approval of
Environmental Assessments one of which necessitated some
redesign ol uirino highway. Customs release of construction
equipment nlso slowed active work. The greatest delay was
encounterced at the Quirino site. The contractor received a
203 day Lime extension 1in the contract for a combination of
no-fault delays on his part -- resulting from late releases of

equipment by customs, and insurgent activitiesc at the project
site.

When 1oviewing the low rate of disburscments during FY 88

thru FY 90 "he foregoing incidents, when taken in total, were
the primary factors contributing to delayed implementation
and, since most of them involved bureaucratic actions of both
AID and the DPWH, the only recommended actiorn. to preclude such
future ocourrences would be serious consideration of
pessimistic implementation assessments [requently expressed by
experienced HSAID technical staff. A closer examinatior and
review ol past  host country and USAID implementation
experience could result in a more realistic, but pessimistic

preparation of cash flow in Project Papers.

It might. also be more appropriate to assess project
financial jpnogress by giving greater credence to the extent of
funds commilted since these figures represent both contracts
for short lterm procurements and the more costly long-term

contracts (or construction, engineering services and technical
assistance.

With 1espect to the RIF there is little that can done to
rectify past delays.
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List of RIF Projects"

® Subject to upgrading based on DP¥H-planned
updated program.

-
Ongolag Cost

Subproiect & Location Estimate
. Quirino Elghway, Cueron & Cam S $ 20.8905
. Kalfbo Highway, Capiz & Bollo 10.943
Estancia—Ajny Rd, loilo 8.250
Ealasan=lari=s Rd, llcilo 2.840
Wadini Tircurs Rd, Eatangae 3.453
Upa San Fablo Fd. Tat & laguna 3.29%
Eaco <Fta ‘jaiera Rd, 2r. Miacore 10.734
. Magat Bridge, lsabela 8.77e
Sta. Fe-fiosairs Rd, Pangasinan 6.540
Maccela~Tasiguran Rd, Quirtno 1193
. AboAbo=Queron RJ, Falawan 3.894
. Tubay—lake Waintt Rd, Agnean N 2.303
. Panacana Fort, Palawan 0.083
. Almagro Fort, Yestern Samar 0.145
. Sta. Rosa Port, Cebu 0.530
. Mandaon Port, Masbate 0.583
. Babak Port, Davac del Norte 0.438
. Stn Josa Port, Surigao del N 0.562
. Sogod Port, Southern Leyte 0.408
. Bulan Port, Sorsognn 0.438
. Pisamopoan Port, lerte 0.430
. Pandan Port, Nocos Sur 0.234
. Sabang Port, Camarines Sur 219
Cawit Port, Marindugue 0.48¢
. Cajidiocan Port, Remrblon 0.838
San Pascual Port, Nasbate 0.543
. Malolos Pert, Eulacan 0.140
. Narra Port, Palawan 0.780
. Sagoay Port, Camarines Sar 0.003
. Oras Port, Samar 0.503
. Morong Port, Eataan 0.628
. Pio Duaran Port, Albay 0.8331
Consultancy 18.278
TOTAL $1t13.0 M

RUPAL_[NFPASTRUCTURE FUND

$170 MUllon Authorization

= 30 Millon SAl

$140 (ESF)

= 10 MiUlon (Mt. Pinatubal
$130 Millon :
= 17 Milion (Nav. Alds)

$113 Mllllon (32 Poads & Ports
Subprojects)
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NAVIGATIONAL AIDS SUBSECTOR

The 1987 Project Paper (PP) provided $3.8 million for
upgrading air navigational aids at 13 provincial airports and
Manila’s Ninoy Aquino International Airport (NAIA). Funding
included $2.9 million for equipment, $0.8 million for

construction, and the remainder for training, technical
assistance etc. Provincial airport equipment consisted
generally of VOR (visual omni range); NDB (non-directional

beacon); DME (distance measuring equipment) and the larger
airports, ILS (instrument landing systems).

PP Amendment #1, August 1989, reallocated funds made
available through deletion of the Rural Electrification
sector. Since implementation of the Navaid funding was
exceptionally efficient (expending $3.4 million over a 15
month period) and a further need for equipment was
demonstrated - an additional $12 million v .s authorized to
upgrade facilities at 11 additional provincial airports and
expand facilities at 3 of the airports in the current program.

About one year later the technical specifications and bid
documents had been developed, and the Invitation for Bid (IFB)
for Phase 2 was issued 1in June 1991. As of this writing
(October 1991), bids have been received and analyzed but a
protest has been registered and the procurement is now "on
hold", pending resolution of the protest.

The implementation of this subsector -- both physical and
financial -- has been exceptionally efficient and rapid
compared to the Roads, Bridges and Ports subsector. However,
such a comparison 1is unwarranted because the circumstances
were so different. Factors contributing to 1its success
include the following:

a. Only one contractor was needed to procure, install
and provide training.

b. 0Only one office (ATO) of the Department of
Transportation and Communications was involved.
They apparently were able to control implementation
and had jurisdiction over the airports involved.

c. The major contracting method was a direct contract
with USAID.

Except for consideration of AID direct contracting, none

of the above merits of this subsector implementation can be
replicated for the Roads and Ports subsector. Roads & Bridges
implementation incorporates a larger GOP bureaucratic

structure and a potencially unlimited pool of contractual
participants.
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TELECOMMUNICATIONS SUBSECTOR

Assistance to the telecommunications subsector was 1ill
defined in 1987 in terms of identifying a particular discrete
"project" for USAID implementation. Other international
lenders (ADB, IBRD, CIDA, etc.) as well as private and public
utilities were likewise seeking to identify viable projects
and 1investments. The DOTC (Department of Transportation and
Communications) was concerned with assessing, organizing and
managing the GOP telecommunications sector. Under these
circumstances, the Mission’s 1987 Project Paper provided $1.73
million to provide "... top level consulting assistance to
define subsector issues ..." which required refinement before
"project" type assistance could be initiated.

During the twenty month period following the 1987 project
authorization, the Mission and AID/W continued to encourage US
public and private involvement in DOTC’s telecommunications
development. USAID repeatedly reminded DOTC to avail itself
of the high level technical assistance already authorized by

USAID. By June 1989 a PIO/T was forwarded to DOTC and the
duties and responsibilities of the advisor were advertised to
solicit candidates. A final candidate was placed under

contract in January 1990 following interviews in U.S. and
trial TDY’s to Manila and several withdrawals of prospective
candidates.

The PP Implementation Schedule was about 3 or 4 months
behind the actual contracting. Delays were mostly by the DOTC
and their efforts to get the best advisor possible once their
needs were clearly defined. The AID-financed advisor is now
in his second year and is apparently providing satisfactory
technical advisory services to his GOP counterparts. However,
a recent progress report indicates that he too is still
encountering some administrative difficulties in attempting to
resolve issues concerning contractual Terms of Reference.

Oof the $1.73 million $433,091.01 has been committed and
$260,906.17 disbursed. In addition to the long-term advisor
contract (%$265,404.01 committed) the remaining funds (about
$172,000) have been disbursed for short term TDY’s and
observation tours. :

In summary, the expenditures and accomplishments have
been consistent with those envisioned in the PP. At this time
(October) the utilization of the funds remaining in the
subsector have not been finalized.
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IS THE PROJECT
OPERATING AS PLANNED?
[QUESTION 7]

Q7. Is the project operating as planned in the Project
Paper and Project Agreement? Are the sub-project
selection and approval procedures outlined in the
Project Agreement being followed and do they ensure
the involvement of local governments? If there are
significant deviations from the mechanisms described
in the PP and PROAG, have they been clearly justified
and documented?

The RIF 1is operating generally as planned in the
Project Paper (PP) and the Project Agreement (PROAG), with
the exception of local government. involvement. The project
as described in the PP was based on an "umbrella" concept,
including a variety of components expected to have an
immediate impact on the improvement of economic productivity
in rural areas, yet 1lay the foundation for sustained
improvement in productivity and employment.

In keeping with the Country Development Strategy
Statement (CDSS) of 1987, the project was intenied to
provide USAID and the GOP with a degree of flexibility in
addressing the question of rural development. The core of
the project consisted of a roads component and a .wunicipal
ports component. The project also included components for
improving air navigational aids, rural electrification and
rural telecommunications. However, implementation of the
latter components was predicated on ensuing assessments of
their potential contribution by USAID and the GOP.
Subsequent amendments to the project paper removed rural
electrification from the project.

Selection Procedures

As outlined in the next major section -- in response to
Question 8 -- the GOP has a well-established system for
identifying and prioritizing development projects, which
takes into consideration a wide variety of factors pertinent
to development and in far greater detail than mentioned in
the Project Paper.

RIF sub-projects were nominated and selected ofter

screening by this systemn. Unfortunately, in order to meet
economic viability tests, sub-projects sometimes tend to be
fragmented and tneconomic portions deleted. The end result

is thus not always a completed stretch of highway from point
A to point B as envisaged, but rather several intermittent
segments along the route.
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Local Government Involvement

The Project Paper and the Project Agreement called for
the involvement of local government units in the selection
and maintenance of sub-projects to be implemented under the
project. The Project Paper notes that many of the sub-
projects being considered for financing under the RIF were
already included in the 1987 GOP Budget and Appropriations

Act. It also called for technical support to 1local
management and engineering units of the Department of Public
Works & Highways (DPWH). Howaver, the project paper did not

indicate clearly how local government units would be
involved or what kind of technical support was intended for
the locali units of DPWH.

Local governments were involved in the selection of
projects in'an indirect way -- but this involvement was long
before the RIF began. Road and port projects that had been
identified in provincial and regional development plans and
on which the DPWH had completed internal feasibility studies
(as far back as 1974) were reviewed by the National Econonmic
& Development Authority (NEDA). NEDA then selected a subset
of these - projects for inclusion in the RIF. DPWH then
forwarded the approved list to USAID/Phlllpplnes as proposed
sub-projects for review and inclusion in the RIF project.

Other than having originated this long- standlng "wish
list", there is no indication of any subseguent systematic
1nvo]voment of local government units in the RIF. The local
district offices of DPWH are periodically involved during
the construction phase of RIF sub-projects, because they are
responsible for securing the rights-of-way for roads, and
when the roads are completed, will eventually assume the
responsibility for their maintenance. However, district
offices are branches of the national] DPWH rather than
agencies of the local government. Furthermore, the RIF has
not targeted these offices for any equipment support or
institutional development effort to handle the maintenance
aspects that will ensue from the vroject.

Local politicians reqularly interact with the RIF
project -- through various channels, direct and indirect --
with requests (and initiatives) to modify sub-projects.
These efforts are usually viewed by the parties directly
involved with the RIF (i.e. the contractors, consultants,
RI¥-PMO, and USAID) as unwanted intrusions, which tend to
delay the implementation of on-going sub-project
construction efforts. However, there are instances where
the involvement of these local leaders have resulted in
making the subprojects more suitable to local needs.

Disputes between the RIF and local residents over
rights~of-way are expected to become more serious as sub-
projects’ construction progresses. In some cases, disputes
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involve questions of legal ownership and appropriate levels
of compensation. 1In other cases, the issue will be how to
remove persons encroaching on rights-of-way (ROW) already
secured by the DPWH in light of the Aquino Administration’s
prevailing sentiment that alternate shelter and/or
resettlement areas be provided to persons so displaced.
Although the DPWH can establish the legal ROW for the
contractor, forcible removal _and relocation of persons is
not a DPWH responsibility. Furthermore, DPWH contractors —--
particularly American contractors -- are not prepared to
bulldoze their way to the job site when confronted by angry
(often armed) local citizens in such situations. [ Numerous
violent encounters and recriminations have already occurred
in other areas of the country where similar problems of
access have been experienced.] In one sub-project area, the
DPWH District Engineer has urged the formulation of a local
citizens’ committee to validate ROW claims. However, there
is no evidence of any coordinated approach by the DPWH and
other concerned and involved agencies =-- such as the
Philippine National Police, the Department of Social Welfare
& Development, and the Commission on Human Rights -~ to
resolve these disputes in cooperation with the 1local
government units in which the sub-projects are being
constructed.

The absence of specific plans in the Project Paper (PP)
for the institutional development of local management and
engineering units seems to stem from the opinion in USAID
that road projects are already well understood by both USAID
and the implementing agencies. Advice to the mission from
the AID/Washington Asia-Near East Bureau’s Preoject Advisory
Committee (ANPAC) predicated construction in subsectors of
the RIF on agreements between the mission and GOP
implementing agencies defining how and when key policy and
institutional changes would be implemented. ANPAC
anticipated serious policy and institutional problems with
the rural electrification and telecommunications subsectors
and recommended that assistance to these subsectors be
limited to studies until the issues involved could be made
clearer. However, the institutional constraints associated
with road construction were seen as less burdensome and more
easily removed.

The ANPAC guidance stressed the need for infrastructure
investments to be economically viable and contributory to
sustainable recovery of the local economy. It also urged
the RIF to deal with institutional issues and ensure that
they were not driven out by more immediate day-to-day
concerns with construction. However, 1in the design and
implementation of the RIF, institutional issues were
apparently not foreseen, and have not been addressed in a
systematic way.
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PROJECT SELECTION
METHODOLOGY
[QUESTION 8]

Q8. What is the overall methodology which DPWH uses for
matching donor funds with proposed sub-projects? Does
this methodology assure that the more viable sub-
projects are being prioritized for implementation? Do
accomplishments under RIF compare favorably with the
accomplishments of other donor agencies working with the
same implementing agencies?

Under normal project identification and prioritization
procedures being followed by GOP, it is presumed that the
line-up of RIF projects have been thoroughly screened by the
National Ecoromic & Development Authority (NEDA) and are
contained in the Medium Term Public Investment Program (MTPIP)
of the GOP. Currently, this procedure requires that projects
proposed to be included in the MTPIP follow the steps outline€d
in Illustration A on the following page -- the so-called
"bottom-to-top" approach in project planning.

While various political/social forces may attempt to
bypass and/or influence any of the steps outlined, the
indorsement of the Regional Development Council (KDC) has
become the focal point in project prioritization. RDC
approval is considered essential prior to indorsement of the
project to any funding institution or its inclusion in the
MTPIP. Thus, any project propnsal that finds its way to NEDA
without the necessary RDC indorsement is now referred back to
the appropriate local Development Council for review and
indorsement.

Once the project has been indorsed to NEDA, it is again
subjected to evaluation based on the comprehensive grading
system for project ranking/prioritization outlined on the
chart on the page following Illustration A, and detailed in
Appendix 6. The project listings are then submitted to the
Investment Coordinating Committee for approval as the Official
MTPIP of the GOP.

In the case of RII' projects, NEDA made a call to the
Regional Development Councils (RDCs) for project proposals to
be included in the RIF, with the primary requirement that such
projects either be ready for _implementation or already have

feasibility studies  attesting _to  thelr viabjlity. In
response, the RDCs prepsred project listings by type (for
example -- road projects) culled from projects which had
already been included in various carlior feasibility studien
prepared for other purposes. Many of these studies had been
undertaken for other donors -- such as the World Bank (1BRD),

the Asian Development Bank (ADB) and the Japancse Overseas
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Economic Cooperation Fund (OECF) -- but had not been selected
for implementation funding institutions due a combination of
funding constraints and/or relatively low priority.

The procedure for RIF project selection was then
conducted, as shown in Chart B on the following page.

Once the set of potential projects had been selected
(about 1,000 kilometers of discrete projects), updating of the
feasibility studies were undertaken by the RIF-PMO Consultant
to determine their present economic viability, As the
technical feasibility of these projects was updated, if they
still passed the cconomic feasibility criterion, they were
indorsed to USAID for review and approval. No new NEDA
approval was required since NEDA had already approved the
initia) listing of projects proposed for implementation under
the RIF in the first instance.

Consultants were hired -- first by USAID under I1QC, and
later by DPWH -- to update the feasibility studies of selected
road/port projects and cventually, the detailed design and
engineering of the approved projects.

Sub-Project_Viability
As the NEDA prioritization system indicates, the process

of selecting a project includes a wide variety of Economic,
Organizational and Social factors and sub-factors of

importance to Gop national development. While an
intrinsically important consideration, Fconomic Desirability
only constitutes 206% of this conprehensive weighting. In

turn, Economic Feasibility per se is weighted as only 17% of
Economic Dbesirability. In_other _words, only 17% of 26% -- or
approximately 4.%% of the total selection_criteria  addrecses

economic  viability. Given this  weighting, there _is. no
agsurance  that the more viable sub-projects_ are prioritized
for implementation =-- only that cconomic viability was a
consideration. Furthermore, because so many of the initial

cost estimates have proven to be unrealistically low, and the
time frames for implementation exceeded, once a contract is
awarded thn cconomic viability aspects are given little if any
further consideration., Howover, tha othor "econonic
desirability”, "social desirability" and “"regional growth &
dispersal"™ factors tend to be much more persistent and stable
indicators for assessing national development needs.

considerable thought and effort has gone into designing
an objective system to address and attempt to balance varfoun
factors, and assure that projects which survive this reviow
accord with overall Goir priorities, Hevertheless, nelecting
individual sub-projects from a national "wisgh list® ultimately
tends to scatter implementation activities ovor a wldoe aroa,
shattering any  concept  of a coherent "integrated aroa"
transportation network.
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RIF vs Other Donor Accomplishments

. From what the team has been able to discern from
discussions with NEDA program/project monitoring officers,
various PMOs and project officials of other donors,
accomplishments under RIF are not significantly different from
those of other donors.

All tend to encounter some slippage, and the reasons for
slippage are similar =-- delays in awarding contracts, slow
procurement of equipment, delays in clearing customs, lack of
adequate cquipment on site, and right-of-way problems on the
job.

In several conversations with various officials it was
implied (but not substantiated) that projects by French and
Japanese -bilateral donor agencies tend to Dbe more self-
contained direct-contracted turn-key operations, and encounter
fewer constraints and time delays than those of other
bilateral donors (such as USAID), or multilateral donor
agencies.
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To the extent that institutional issues have arisen
during the course of the project, they have been dealt with
only on a case-by-case basis as uniquc obstacles to be
overcome or minor irritants to be circumvented or endured --
rather than endemic impediments to be resolved. The
evaluation team considers that a priori certification of
capacity of the District Engineer (and/or Provincial

government entity) to absorb/sustain the proposed
highway/port maintenance operations should play a larger
role (i.e. a major prerequisite) in the project

nomination/selection process.

Significant Deviations from the PP & PROAG

The disbursement mechanisms outlined in detail in the
Project Paper (PP) and the Project Agreement (PROAG) were
not followed. Instecad Section 7.3 of the PROAG "Other Forms
of Disbursement" was invoked. This states that

¢ Disbursements of the Grant ma( also be made
as tLhe

through such other _means | Parties may
agree to in_wriling. TEmphasis ours. |

The "other means'" -- of direct payment by USAID to the
contractors involved, after certification by the DPWH -- is
much simpler than the procadure outlined in the PP & PROAG
system, and appears to be working well. This process was
tentatively agreed to by USAID in November 1989 under
Project lmplementation Letter # 25, and reconfirmed .y USAID
letter to the PMO in January 1991.
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DISBURSEMENT PROCESS IN RIFP PROJECT PAPER (PAGE 25)
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RIFP PROCESS FOR PAYMENT OF CONIRACIOR VOUCHERS
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WORKING RELATIONSHIPS
[QUESTION 9]

Q9. Does USAID staff maintalin effective working
relationships with the implemencing agencies with
regard to the resolution of problems encountered
during the implementation of sub-project activities?
Is USAID able to respond in a timely manner to GOP
requests under the project?

Perusal of the RIF files indicates that USAID and the
DPWH have experienced a number of official disagreements (as
well as some persnnality conflicts) in the past. However,
the current incumbents appear to enjoy good personal
rapport, and to have established a sound professional
working relationship.

The DPWH is implementing the RIF Project through a PMO
(Project Management Office) structure which is also used to
manage other international lending projects as well as other
USAID projects. A separate "RIF-PMO" has been established
to handle the RIF project. The DPWH has promulgated
extensive gquidelines, rules and regqulations to properly
manage all infrastructure projects 1i.e. roads, bridges,

ports, schools, markets and slaughter houses, etc. Their
manuals and guidelines, etc. are comprehensive and are very
similar to those issued by USAID. Thus, 1in general, the

DPWH manages the RIF project in a manner consistent with AID
requirements, and familiar to USAID personnel.

Meetings between USAID and the PMO and its consultant
are now held at regular intervals where macro issues are
discussed, and agreement can usually be reached. IHowever,
the micro_ issues -- i.e. those of direct concern to the
construction contractors_ -- are apparently, not as easily
disposed of. In particular, these tend to revolve around
the interpretation of contractual terms and conditions.
This responsibility rests with the DPWH and, in most cases,
their decision 1is final. Since the consultant engineer
(LBI1/TGCI) is also under contract to the DPWH, the
neutrality of their role in reviewing such issues -- and
their ability to make objective decisions -- is possibly
influenced by such on arrangement. Presently, however,
LBI1/TCG1 is only in a position to recommend and offer
advice -- not to make final and binding decisions on behalf
of DPWII.

The evaluation tecam visited and discussed problems with
several construction contractors -- both US and Filipi.o --
and three prime issues were identified as in urgent need of
resolution by someone; be it the engineer, the PMO, the DPWH
or USAID.
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These issues are:

1. Right-of-Way Free access to all construction
rights-of-way is not available, due to squatters
encroachments and improvements erected by
abutting property owners. Utility polec also
need to be cleared from the rights-of-way.

2. contractor Reimbursement The billing process
usually ‘takes 60 - 90 days from initial
submission to receipt of a USAID check.

3. Taxes Since USAID cannot reimburse contractors
for payment of taxes, the amounts added to
imported equipment and supplies by the GOP, as
well as taxes paid on selected goods and services
procured locally by the contractor, are not
reimbursable. USAID refusal to reimburse
identifiable taxes 1is accepted by contractors;
however frequently the VAT tax is imposed by the
supplier on all local purchases -- without any
identification or evidence. In _most cases, the
contractors and USAID "estimate" and subtract 10%
from the item to reflect the VAT -- particularly
as a 10% factor for VAT had been included in
estimating most contractors indirect costs. In
some cases however, only the amount specifically
identified as VAT is deducted. Since USAID does
not pay the VAT it is assumed that the DPWH does
-- or will, eventually. However, the precise
mechanism and timing for such reimbursement is
not clear.

In practice, USAID’s response to contractor concerns
over these issues is that the contractor is under a host
country contract and it 1is the Gop’s responsibility to
resolve tha issue, rather than USAID’s. even if not in

accordance with USAID definition or interpretation of
contract terms. Similarly, problems brought to the
attention of the A&E Consustant (LBIL/TCGI) are met with
understanding. However, as ndicated earlier, LBII/TCGI is

not currently avuthorized to give interpretations or make
decisions on this issue.

A possible solution has  been  recommended by the
Evaluation Team and is apparently being seriously considered
by the PMO and at higher levels in the Department of Public
Works & lighways. The gist of this proposal, and possibly

the solution to most problems raised by the contractors is
as follows:
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The "Conditions of Contract élnternatjonal) for
Works of Civil Engineerino Construction" under
the Federation In ernationale des Ingenieurs-
Conseils (FIDIC)* define the "Engineer", and
throughout the contract his duties are noted.
The "Criditions of Particular Application" in
the FIDIC d=fines the "Engineer" as "che
consultant duly appointed by the employer to act
as his representative”. Thus it would imply
that LBII/TCGI is the d-signated engineer.
However there apYear to . some unresolved
questions between the consult. t (LBII/TCGI) and
the employer (DPWH) as to which LBII/TCGI
individual is appointed by the DPWH to act on
behalf of the employer in contractual matters.

Discussions with DPWH, PMO and LBII/TCGI are now
presumably leading to the designation of an "“Engineer" --
and the authorities and responsibilities associated with
that role. USAID recognizes the need for such action by the
DPWH but since LBII/TCGI is under a host country contract,
the matter can only be resolved by DPWH.

Regarding right-of-way, USAID, LBII/TCGI and the RIF-
PMO are all acutely aware of the problem and the
consequences of [future contractor claims, if the issue is
not resolved 1in the near future. In this instance, the
responsibility for right-of-way procurement and secttlement
lies with the DPWH District Engineer. Because PMOs are
separate 1line entities established solely to implement
externally -funded projects, the RIF-PMO has no
responsibility regarding resolution of ROW issues, or
authority over the DPWH District Enginecrs. The PMOs only
recourse is to refer the issue for action "through DPWH

channels" to the appropriate Under-Secretary, and
periodically follow-up until positive action is taken. To
date, this process has not been very fruitful. Under these

circumstances it 1is recommended that USAID circumvent the
regular burecaucratic channcls within the DPWH and discuss
the right-of-way issue directly with the DPWH at the
Secretary level.

VAT reimbursement 1is another issue which 1is beyond
AID’s ability to resolve. As a llost country contract
concern, it 1s DPWH’s  responsibility to establish an
appropriate procedure for reimbursing contractors VAT costs.
However, althouygyh not an AlD responsibility, VAT
reimbursement is of concern to AlD. Contractors financial
problems directly relate to efficient construction progress,
and their host country contracts are funded with US dollars.

_llhe [xecutive  Secrctary,  Federation  Internationale  des
Ingenieurs-Conseils, ~Carel van  Bylandtlaan 9, The Hague, The
Nelherlands; &/or Ilhe General Secretary, Federation Internationale

Euroroeno de la Construction, 9 Rue la Perouse, 75116, Paris, France,
March 1977.
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Thus it behooves the Mission to exercise its good offices to
the fullest extent, in order to assure smoother project
implementation.

With respect to delays in receipt of payments, the
reimbursement process follows the GOP procedures. This
involves review and approval by both LBII/TCGI and several
other offices within the DPWH. A chart showing the routing
of documentation in order for the contractor to get paid is
shown on the following page. Once the billing passes
through the DPWH system it usually takes 3 - 4 weeks for the
contractor to be paid by USAID.

The: recent DEPARTMENT ORDER 55 issued by the DPWH
places greater responsibility on the Regional DPWH
Directors. The team met with one Regional Director (RD) who
evidently takes his responsibility and authority seriously.
However, 1in order to be assured that billings are correct,
he has requested voluminous backup material -- including
detailed estimates as well as numerous cross section
drawings -- from the LBII/TCGI Resident Engineers to support
monthly billings. Further, the Regional Director has also
assigned a junior engineer to the RIF project staff to
monitor activity. It was obvious from a recent billing that
the 2+ kilos of backup material requested for a single bill
will contribute further to the already long billing approval
progress.

Again, this is an internal GOP issue under a Host
Country contract, and AID has no direct say in the matter.

As an interested observer, however, USAID should again
exercise 1its good offices to try to alleviate this new
delaying factor. In this regard, the evaluation team

suggests that the MO initiate such action necessary within
the DPWH to modify Regional Director involvement in the RIF
-- particularly with respect to RIF billings.
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RIFP PROCESS FOR PAYMENT OF CONTRACIOR VOUCHERS

4

‘ START

COMIRACTOR
FAYNENT
VOUCHER

OFM _UVOUCHFR
EXNMINER FORHARDS
TO OFM CERTIFYING

OFFICER -
DEFUTRY CONTROLLER

CONSULIANT REVIEWS
AHD FCRINRPS TO
DI

Dril RWlﬂlS mto HO. 2 SUBMIT
FORIMRDS DISKETTE COPY OF
BEGIO'ML OFFICE FOR SCHEMILED PAYNENIS
VERIFICATION AND TO DISBURSING
SIGHTURE OFFICE OF
U.S. FMBASSY
REGIONIAL OFFICE USAID CASHIER FICKS
SIGHS AHD RETIIRNS UP_CHECKS AND
T0 DIHWI FOR DISTRIBUIES TO
RECIPIENTS

DIl APPROVES
VOUCIER AND
FORHARDS TO USAID
OCP FOR NPPROVAL

USM
nccommm I/0CP
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Conclusion & Recommendations

USAID personnel do_ have a_good working relationship
with their counterparts in_the DPWH. However, the question
of whether or not AID has an effective relationship with the
GOP is begged by the fact that USALID is not a party to the
contracts under which the project is being implemented.
Thus the scope of AlD’s effectiveness _in implementing  the
project and resolving contractor-related difficultics and
issues with the GOP is considerably curtailed. In the
examples noted above, many of these issues have continued
without resolution for a considerable time. Although AID is
technically removed from day-to-day problems, since their
resolution is beyond the PMO’s authority, additional USAID
intervention is needed -- at the highest DPWH levels -- in
the interest of effective project implementation.

USAID does respond in a timely manner to GOP requests,
however for the most part, the DPWH has no rcason to turn to
USAID for help with RIF problems. The major bones of
contention between the two entities are differing
interpretations of contracts as  seen by contractors.
Througl, (and together with) LBII/TCGI, the DPWH keeps USAID
up-to-datc on all projects and problems with regular RIF
meetings and extensive, voluminous monthly status reports.

The NAVAIDS and Telecommunications subsectors are
implemented by USAID contracts for commodities and technical
assistance. The GOP agencies affected (DOTC and its ATO)
appeared satisfied with USAID’s handling of the contracts.
Some reluctance was obscrved however on the part of the ATO
to seek USAID assistance in  confronting the  NAVAILID
contractor on the 1issue of gpare parts. In the recent
protest Lky a bidder on a follow-up contract, the joint
constructive involvement of both USAID and ATO staff
appeared effective and cooperative.
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FINANCING OPTION # 3

REPLENISH "DIVERTED"™ FUNDS

Replenish the funds reprogrammed for the General Santos

and Pinatubo activities

order to provide adequate

funds for the original target sub-projects

"PROS™

1. The GOP i expecting the
items which were designed and
found feasible, to be

completed -- as "implied" by
the project agreemont.

2. 'The funding transfer was a

reprogramming expediency for
AlD, and the GOP had 1little
choice in the matter.
Although the GoP  may have
"understood” that there was no

beidng
always

the fundsg
this  in

Juaranteoe  of
replenished,

the lanquage of such
agreements ~-- but does  not
reflect "good faith hest
cfforta", The Gop would
regard AlD as qguileful if they
rencged on this impliced
commi tment. The US does not

need this "Bad Image".

"CONS"

1. Honcy is tight.
Therefore USA1D should
ninimize further
cxpenditures under the
project. Project estimates
were low, thus the costs-
per-item have exceceded the
amount planned. Al1D
committed funding to
accomplish work "up to" a
particular level -- not to
complete ali activities
regavdless of cost.
Thereforeo, honor the

obligation to complete the
existing sub=-projects
alrecady under construction,
but do not. fund the ports
and__roads & _bridges  where

the _desian. work_  has _been

completed, _but___where. _ the
sub-projects are____still
awalting Hotices—Lo-
Proceed.

2. The GOP wass aware of
the posaibility that when
funds  were diverted f(rom
the basic RIF¥F concept to
General Santos, and
Pinatubo, there  was no

guarantee the funding would
be replenished.
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3. The GOP is expecting the

items which were designed and
found fecasible, to be
completed -- as "implied" by
the project agreement.
Likewise, the DOTC will expect
the funds to accompany the
transtfer of PHO

responsibility.

4, Honor the terms of the US
Commitment. This__is_what was

intended_ by the  US,  and
expected by the GoP at  the
time the agreoement was  made,
bon’t renedge now simply
because some aspects are more
difficult to implement than

anticipated.

a. DO 55 may not apply to the

RIF. DPWH i already re-
reviewing its position on
this, and has made a tentative
policy decision re: oQuirino
and Kalibo --= the two bilggest
sub=-projects, With additional
AlID representationss, the
entire RIF project could be

exempted f{rom DO 5% under a
"Grandfathering” rationale.
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3. The PMO to construct
new ports is being
transferred from DPWH to
horc. This is an ideal
time to terminate further
support. Continuation of
RII'  funding will entail
USAID dealing with a

different organizational

structure, and possibly a
new ALE contractor to
oversee  the  construction.

(Berger’s contract is with
DPWH) .

4. The project is
beginning  to  experience__a
nunbor of . management

difficulties (items  "a-f"
bhelow) . These problems are
likely Lo increase

oexponentially in the near
future, slowing down the
rate of project
implementation, while at
the same time  operating
expenses will increase.,

a. bhepartment Order %5 --
giving Regional Directors

responsibiltity and
authority for RIF
inmplementation in their
arcas -- conflicts with the

centralized direction
provided by PMO management.



DPROS"

b. Rights-of-Way issues are
"normal™ problems faced in
construction projects and are

not unique to the Philippines.
Although the GOP bureaucracy
is moving very slowly,
expecting ROW clearance and
unobstructed aceess to job
sites before undertaking
construction is  unrealistic.
If this approach were adopted,
there would never be any
construction projects -- even
in the USA.

C. Such
symptoms of
under-development. That is why
USAID__ is . here  --  to help
overcome such continuing
administrative difficultios.

problems are merely
institutional

These dssues are pot  reasons
to__quit. AlD needs to find
creative ways to resolve such

continuing
rather
case-

issues on i
comprehensive  basis,
than dealing with them
by-cance.
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b. The DPWH has
accomplished little or
nothing about the Rights-
of-Way in the past four
years, and given the
traditional GopP stance
towards squatters and the
apparent  unwillingness to

enforce property rights can
probably do very little in
the future. This inability
is evidenced by encroach-

nents  on  sidewalks, roads
and esteros in various
arecas in and around Manila.
Indeced, electricity
connect-ions and water are
being _ provided by the
government . to. sguatter
arcos, which only compounds
the problem. Recent
violent confrontat-ions
crupted in Cebu and Quezon
City when eviction and
demolition was  attempted.
This is a  deep social
problem  which will get

increasingly difficult.

done little
resolve
duties,

other
"]Issuesn.
low
for

¢, The GOP has
or nothing to
Cusstoms clearances,
taxoes or
miscoel lancous
This indicates a
priority and concern
the RIF project.
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d. While USAID’s "Paper
Purpose™ may no longer be
attained due to the delays,
the RIF project is still

desired by -- and eventually
will be an incremental benefit
to -- the inhabitants of the
areas where the sub-projects
are being implemented.

e. Don‘t chase ambulances.
The RIT is development-
oriented. Disaster relief can
be funded under another
program appropriation. A
great deal of time, effort and
cost has already been sunk
into developing this project,
to meet a long-term nced. The
rationale i still valid.
Allow the project time to run
its course, rather than
reprogramming to accommodate
the latest felt need.

. It is already too late to
start over on this project.
The major sub-projects aro
already well underway. "Wind-
ing down" current contract
commitments -- with Torno for
instance -- will take another
couple of years. It is un-

realistic to
astart" on

attempt. a "fresh
this project.
llowever, it 15 not unreason-
able to start planning for a
follow-on infrastructure pro-
ject incorporating the lessons
learned on this project.
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d. The RIF "Purpose" will

not be attained. Due to
the long delay, the
original objective of

moving money rapidly to the
rural areas to stimulate
the economy did not occur,

and cannot be achieved.
Thus, this 1is no long an
economic development
project -~ it is "just
another construction"

project. Don’t continue to
throw good money after bad.

and Future Fund
With a
"Continuing
for AID, new
Bastern Europe,
the funding

e. Present
Shortages.

Congress-ional
Resolut-ion"
programs in
and elsewhere,

wailable for the
Philippine AID program in
the future is (or will be)

These funds
better use

very limited.
might be put to
(i.e. higher prioritics)
within the Mission --
particularly in 1light of
recently emerging natural
disasters.

f. Make a "Fresh Start".
AlD has "losty coltrol" of
the RII" through the Host
Country Contracting mechan-

ism and it is too late to
change to Direct
Contracting at this stage.
Therefore wind the project
down as rapidly as
possible, Then, if
desired, regain control
under a Direct Contract

with new ground rules.



"PROS"

5. RIF is not a "Project" per
se; it is a funding mechanism.
That mechanism is already in
place and is accomplishing its
objectives for funding and
contracting for infrastructure
projects and sub-projects. It
takes a long time to develop a
new project or put a system in

place and get it working
effectively. It is better to
go with the system you have
and know, and work to improve
it, rather than to start over,
and incur both delays as well
as new (i.e. unforeseen)

problems.
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5. USAID does not have
adequate "Control" over the
Host  Country Contracting
mechanism, and this situa-
tion will not change.
Funding for future infra-
structure projects and sub-
project activities should
utilire mechanisms predi-
cated on lessons learned to
date -— not simply
perpetuate the existing
inadequate system.
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CRITERIA FOR PRIORITIZATION



NATIONAL ECONOMIC & DEVELOPMENT AUTHORITY

CRITERIA FOR PRIORITIZATION

O) PROPOSED

TECHNICAL ASSISTANCE PROJECTS

IN THE MLDIUM-TERM INVESTMENT PROGRAM

CRITERIA/SUB-CRITERIA

ECONOMIC DESIRABILITY

A.

1.

Economic profitability (internal
rate of return or benefit-cost
ratio)

Generation of employment
opportunities

Strengthening and diversification
of the rural sector

Generation of net foreign exchange

Impact on sectoral targets and
objectives (production level,
growth rate, productivity)

Increase in income levels of
target clientele

Relative strength of forward
and backward ! nkage

Judicious use of local resources:
i.e, that which protects the
environment and maintains -
ecological balance

Promote appropriate technology
(i.e., low-cost and indigenous)

TOTAL (for Criterion A)

WEIGHTS (%)

26%

17

16

10

10

10

13

10

100%
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B.

PROJECT COST AND FINANCING

Project has revenue generating
capability

Project does not require excessive
budgetary counterpart

Project is cost effective

Project has high potential for
grant financing

TOTAL (for Criterion B)

149

17%

28%

23



C.

SOCIAL DESIRABILITY

1.

Target beneficiaries are the 16%

socio-economically depressed
and priority groups

Promotion of active popular 11

grassroots participation in order

to: -strengthen local capabilities
-encourage self-reliance

Strengthening/improvement of 10
institutional capabilities especially

at the local levels in support of
decentralization and linkages at the
community level

Improvement in the level and 11
quality of community services

Development of the full potential of 12
human resources in terms of health,
education, and skills, and its

effective harnessing thru productive
employment

Promotion of a healthy political 10
climate and a stable social environment
(peace and order, industrial peace

and harmony, discipline, etc.)

Fulfillment of the basic needs of 12
target beneficiaries

Promotion of a more equitable 12
distribution of income and wealth

Facilitate transition to stable 6
demographic conditions, i.e. trends

in level and age composition of
population that could be supported

and sustained by available resources.

TOTAL (for Criterion C) 100%

24%
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D. REGIONAL GROWTH AND DISPERSAL 19%

1. Relative impact on regional growth 26%
and overall economic performance,
i.e., consistency and suppert to
regional thrusts and strategies

2. Relative impact on regional 22
dispersal and inter-regional
disparity through improvement in
the distribution of scare resources

3. Relative impact in reducing 17
intra-regional disparity

4. Promotion of regional cohesiveness 17
' and intra-regional business linkages
(regional integration)

5. Relative absorptive capacity of 18
the region to benefit from
increased investment.

TOTAL (for Criterion D) 100%
E. INSTITUTIONAL CONSIDERATIONS 14%
1. Agency has absorptive capacity 28%

financial, manpower, organizational/
institutional capability, resource
mobilization.

2. Agdgency has appropriate mandate/ 25
authority to carry out the project

3. Institutional arrangements for 23
implementation and operatlion are
appropriate and consistent with
government policies

4. Provision of arrangcments/linkages 24
to encourage the private scctor
to contribute inputs/cuggestions
(i.e., innovative arrangements )
to project implementation.

TOTAL (for Criterion E) 100%

Points for cach of the above categories are awarded us
indicated on the following pages. ’



CRITERIA AND POINT SYSTEM
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FOR RANKING PROPOSED PROJECTS

ECONCMIC DESIRABILITY

1. Economic Profitability

Economic Profitability (EIRR, B/C)

EIRR
EIRR
EIRR
““EIRR
EIRR

EIRR

>

il

50%

40 - 49%

30 - 39%

20 - 29%

15% - 19%
10% - 14%

No estimate of EIRR (GOOD POTENTIAL)

No estimate

No estimate

POSITIVE

of EIRR (FAIR POTENTIAL)

of EIRR (POOR POTENTIAL)

EXTERNALITIES

POINT SCORE

10



2.

Generation of employment Opportunities

a. Labor component > 50% of total project

cost

Labor component = 40% - 49% of TPC

Labor component = 30% - 39% of TPC

b. Project utilizes labor-based
Techniques and construction

resource/labor-intensive production

methods

c. Project directly Supports and Promotes

employment generation and marketing

“facilities

Project indirectly supports
employment generation

Project has little iwpact on
employment generation

Scoring

Add point in case project meets r -

than one of above categories a, b,

.ad c.
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3. Strengthening and Diversification of the Rural

Sector

a. Project is Located and a Rural area or
directly benefits rural residents in

- less developed areas (provinces) 5
~ the poorest 1/3 of the regions 3
- rest ¢ regions except NCR 1

b. Project engaged in agro based or agro-
processing activities work.

-+ strong linkages among rural economic 5
activities
- indirectly but positively influences 3

rural economic activities

- marginally affects rural economic 1
activities of adjacent rural areas

Scoring

Add points in case project meets both of the
above categories a and b.



Generation of net ioreign exchange

a.

Export revenues generating project
- short generating

- long generating

Import substituting/saving project
- short gestating

- long gestaiing

Indirectly generating foreign exchange
revenues

Indirectly promoting foreign exchange
savings

Indirectly supportive of (a) and (b)

Marginal foreign exchange earnings/saving

Scoring

Projects are scored based on only one of the
above categories

10
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5. Impact on Sectoral Targets and Obijectives

a.

Increases output/production level of the
priority sector (s) as well as related
sectors similarly in the priority less
for a certain areas, region or province
- significantly increases output

- fairly

- marginally

Enhances the growth rate of priority
and related sectors in a certain area

= Increase in growth is significant
sustainable

¢ Growth rate of output is only
maintained

Enhances the productivity levels and
growth of priority and related sectors
in a certain area

- Improved and sustained productivity

- Productivity levels maintained,
no growth
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Increase_in Income Levels of Target Clientele

a. Provides additional enployr.ent
opportunities that augments incomes
of project beneficiaries in both urban
and rural areas

b. Promote rural-based (agro-based, agro=-
processing) off-farm economic activities
that increase farm incomes

c. Facilitates transfer of appropriato
technology to beneficiaries, that will
enhance their future income potential.

d. Provides for increase demand for
indigenous material and human resources
through their utilization and harnessing,
thereby raising incomes to localities owning/
controlling said resources

e. Makes available cheap and useful public and
community services (parks, artesian wells,
health centers, etc.) that will reduce
drain on family budgets of beneficiaries.

Scoring

Give 2 points for each yes answer to the above.

Relative strength of forward and backward
linkage

a. Project operates along the major/dominant 3
economic activity in the area.

b. Projects will be dependent on indigenous 3
inputs that will be supplied by
identificd strong and priority scctors.

Cc. Project will provide material or input 2
support tr identified priority sector

d. Project will encourage adoption of 2
technology that enhances indigenization
of scctors and local inter-sectoral
dependence.

Scoring

Add points in case project meets more than
one of above categories a, b, ¢, and d.



Judicious use of local resources

a. Project objectives will be to restore
ecological balance among resources
degraded by relentless exploitation
and/or install an effective
environmental managemen. system

b. Local inputs or resources to be
harnessed/utilized/exploited by the
project will be a relatively small
portion of total resources, thus
posing no ecological danger

c. Project while exploiting resources
contains a plan to either minimize
adverse environmental effects, or
restore possible imbalances to be
created by the project.

d. Moderate risk of environmental
degradation from the project.

Scoring

Projects are scored based on only one of above
descriptive categories.

10
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9.

Fulfillment of any 3 conditions above 1

Indirectly fulfills any one
Marginally fulfills any -

ropriate c

Promotes transfer and dissemination of
indigenous locally developed technology

Promotes transfer and dissemination of simple
adoptable technology appropriate to local
development needs

Promotes transfer of advanced and sophisticated
technology that is sustainable and within the
country’s technological transformation capacity

Promotes technology that optimizes the use of
abundant indigenous resources (labor, minerals,
crops, etc.)

Promotes technology which is tailored to
human resource capability and in which the
country has a strong potential competitive
edge.

Scoring

any 2
any 1

WO oo
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PROJECT COST AND FINANCING

Project has revenue generating capability

a.

bl

Potential for attainment of financial
surplus/profits

Potential for full recovery of
investment and O & M cost

Potential for full recovery of
investment cost only

Potential for full recovery of O & M
cost only

Potential for Partial recovery of
investment on 0 & M cost only

No revenue generating potential

Scoring

Projects are scored based on only one of

the above descriptive categories

Project does not require excessive budgetary
counterpart

a.

Project is not likely to experience
local cost overruns which have to be
financed through additional government
appropriation

O & M cost of the project
~ does not exceed 10% of investment cost
- does not exceed 20% of investment cost

Percentage of government budgetary
counterpart to total project cost

less than 10% of total project cost
less than 20% of total project cost
less than 40% of total pvo,ect cost

Scoring

Add points in case pro‘iect meets more

than one of the above categories a,b, & c.

Point
Score

10
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3. Project is cost effective

a.

Project can be considered as less
expensive than two or more investments
alternative that will essentially
realize the same benefits or 50% less
expensive than a similar alternative

Project can be considered as less
expensive than another (1) alternative
that will essentially realize the same
benefits or 20% less expensive than a
similar alternative

Project cost is not sensitive to foreign
exchange fluctuations

- short gestating (less than 2 years) and
imported components less than 10%

- investment phase less than 3 Years, and
imported components less than 20%

PrOJect depends heavily on 1ocally sourced
inputs that are abundant and inexpensive

Scoring

Add points in case project meets more
than one of the categories a,b, and c.
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Project has high potential for grant financing

al

Projects of this nature were previously
financed

- completely through grants
- partially through grants

Projects of this nature are currently
being financed thru grants in other
countries (at similar levels of
development)

Favorable indications from donors, about
possible grant financing of the project

=~ indications obtained from official/
fermal government contacts with donors

- indications obtained thru informal
contacts of proponents with donors/
implementors of similar projects

Strong probability for donor’s grant
approval bhased on:

- donor’s identifying the project to be

within current or future priority areas

- donor’s strong track record to provide
the necessary technology/expertise to
project execution

Scoring

Add points in case project meets more than

one of the above categqgories a,b,c and d.

w
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SOCIAL DESIRABILITY

Target beneficiaries are the socio~
economically depressad and priority groups

a.

b.

Target beneficiaries belong to the
lowest 30% of income earners

Direct beneficiaries are categorized/
classified under the following groups:
urban poor, industrial laborer, urban
homeless, cultural communities, rural
poor, landless farmers, farm laborers,
sustenance fishermen, rebel returnees,
women and children

Scoring

- any 3 classified groups
- any 2 dgroups

- any one group

Project only indirectly supportive of
target beneficiaries

Project marginully supportive of
identified depressed and priority groups

cori

Projects are scored based on only one
of above descriptive categories

10
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2.

Promotion of active popular grassroots
participation in order to:

- strengthen local capabilities
- encourage self-reliance

Project effectively involves local
citizens in the identification and
assessment of needs and on the
planning, management and monitoring
of project implementation

- Extensive citizen participation
- Moderate citizen participation

High incidence of citizen
participation in the project

- participation by 50% or more of
total population in project influence
area

- participetion by 20%-50% of total
population in project influence area

The potential for local beneficiaries
to effectively continue, manage and
thereby prosper with the project, is
high/lower

The response rate to awareness programs/
information campaigrs re-project is
high/low

Project only indirectly encourages
participation

project offers marginal/limited
participation of beneficiaries

Scoring

Projects are scored based on only one of
above descriptive categories

Strengthening/improvement of institutional
capabilities especially at the local levels
in support of decentralization and linkages
at the community level

a.

project positively influence nascent
capacity of local units (re local

10

10

8,3

7/3
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government units, NGO’s and civic and

other groups) to conceptualize, design and

implement programs at the iocal level

Increase the rate at which local units
are consulted about matters affecting
their constituencies

Facilities dialogue: and consultations
between national and local units
concerning local, specific and broad
national developments

Increase public awareness of the
functions of local government and other
local units

Project increases local units’ .
potential for participatory planning and
decision making processes

Project has strong potential to improve
local units’ turn-around time and the
quality of their outputs

Scoring

Attainment of any 4 of above indicators
any 3
any 2
any 1

Project marginally supportive of
capability-building efforts
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4.

Improvement. in the level and quality of
community services

a.

Increase in the number of people served
by public markets, public artesian wells,
clinic/dispensary/health center, parks,

playgrounds and other sncial and
recreational facilities in the project
influence area

- By > 50% more
~ By 30%-49% more
- By less than 30%

Project facilities access to above
mentioned public facilities

Project indirectly upgrades the level
and to a certain extent, quality of
community services

Project marginally supports goal/
objective

Scoring

Projects are scored based on only one
of the above descriptive categories
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Development of the full potential of human
resources in terms of health, education, and
skills, and its effective harnessing thru
productive employment.

a. Project contributes to better heclth thru
improvement in environmental sanication
(waste management, water treatment, etc.).

b. Project contributes to better health thru
improved personal hygiene and effective
health cere and disease prevention
practices.

c. If project will result in the reduction
of proportion of children who are under
weight and undernourished.

d. Positive change in literacy rate due to
project; improved functional literacy
of populace.

e. Project contributes to formulation of
programs for education and training
responsive to development needs of the
influence area.

f. Project provides new knowledge and skills
specific/relevant to local livelihood
requirements (e.g., proper HYV use of

farmers).

Scoring

Any 3 of the following indicators/ 10
measures across sub-sectors

any 2 7
any 1 5
Where project indirectly (at best 3

positively) influences the goal

Where project marginally supports goal 1l



7.

Promotion of a healthy political climate and
a stable social environment (peace and order,
industrial peace and harmony discipline, etc.).

a. Project will contribute to reduction in
the incidence of crime

b. Project will contribute to the reduction
in accident incidence

c. Enhances peoples’ confidence in the
judicial system

d. Reduction/decrease in incidence of strikes

e. Perceived reduction in the degree of
influence/infiltration of subversive groups/
elements

f. Perceived increased feeling of well~-being
and public confidence in law ~nforcement
agencies

g. Enhances people’s respect for law, leading
to greater public discipline and order

Scoring
Attainment of any 4 10
any 3 7
any 2 5
any 1 3
Project indirectly contributes to goal 1
Fulfillment of the basic needs of target
beneficiaries
Scoring
(Measurement of degree of achievement/fulfill-
ment of basic needs)
a. All basic needs fulfilled 10
b. Most basic needs fulfilled 8
C. Some basic needs fulfilled 5
d. At least one identified basic need
fulfilled 3
e. Project indirectly fulfills/paves 1

way for fulfillment of basic needs



Promotion of a more equitable distribution
of income and wealth

a. Project will directly enhance incomes/
benefits accruing to lowest (30%) income
families

b. Project will directly enhance incomes/
benefits accruing to residents of less
developed areas and/or poorest reJions

C. Project will directly augment assets/
wealth that will be placed unde. owner-
ship and/or control of poor families
(individually, or collectively, cooper-

atives or other associations)

d. Project will directly reduce the number
of families living below the poverty
threshold.

Scoring

Project which meets 3 of the above
2 of the above
only one
Project indirectly contributes to any
Project has marginal support for any

HWwOwO
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Facilities transition to stable demographic
conditions, i.e. trends in level and age
composition of population that could be
supported and sustained by available
resources

a.

b.

Potential for providing employment
opportunities to women

Potential for educating/informing couples
regarding responsible parenthood,
including family planning methods
Potential for enhancing employment
opportunities in rural areas
“Potential for enhancing the status of
women that leads to increased independence
in women’s decisions re childbearing and
career
Potential for providing opportunities for
families to spend resources in improving
the quality of life of each child, rather
than investing on more children (i.e. more
health/education expenditures per child)
Potential for upgrading material and
career aspirations of both husband and
wife
Potential for providing security at old
age despite having less children
Scoring
Attainment of any 4 10
any o 8
any 2 6
any 1 4
Project indirectly supports 3
achievement of goal
Project marginally supports 1

achievement of goal
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Relative Impact on regional growth
and overall economic performance,
i.e. consistency and support to
regional thrusts and strategies

a.

Project has direct and immediate
positive impact on production
levels and output growth of any
of the following:

rural based agro-processing industries

off-farm activities
other regional priority sectors/areas

Scoring
Any one 3

Project triggers an increase in average
productivity through the following:

technological breakthrough along
regions major economic activities

technology transfer at the grassroots
improvements in production and management

arrangement along region’s priority
(major sectors)

Scoringa
Any one 3



Project contributes to creation of
overall economic conditions favorable
to regional growth and develogment
through the following:

direct public services to low income groups

improving infrastructure support to
priority areas/sectors

helping in the broad counter-insurgency
insurgency program

Scoring

Any one 3

If any of above is met only indirectly 2

Relative Impact on regional dispersal and
Inter-regional disparity through improvement
in the distribution of scarce resources

a.

Project involves infrastructure support
to logging regions bottom 30% of regions
in terms of per capita RGDP) and/or less
developed provinces

Project promotes investment and/or provides
investment incentives to logging regions
and/or less ueveloped provinces

Project promotes or facilitates
decentralization of policy formulation
and program/project implementation to
the regional units

Project involves the upgrading of social
infrastructure and basic services delivery
to logging regions and/or less developed
provinces.

Scoring

If any 3 of the above met 10
any 2 8
any 1 5

Indirectly any of the above met 3

Marginally meets any of the above 1
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Relative impact in reducing intra-regional
disparity

a. Project involves intrastructure support
to relatively less developed areas in
the region (i.e. far-flung rural areas
areas, urban areas other than regional
capital or provincial centers, and/or
4th - 5th class towns in the region).

b. Project promotes investment and/or
provides investment incentives to
relatively less developed areas in
the region.

c. Project involves upgrading of basic
services delivery to relatively less
developed areas in the region.

d. Project helps attain basic minimum
development for a lagging sector in a
region, thus helping actual sectoral
balance within, and across regions.

Scoring
Any 3 of the above 10
Any 2 8
Any 1 5
Indirect meets any of the above 3
Marginally meets any of the above 1
Promction of a regional cohesiveness and
intra-regional business linkages
(regional integration)
a. Project facilitates resources and 2
commodities transfer among provinces
in the region
b. Project facilitates resources and 2
commodities transfer among neiynboring
regions
c. Project has inter-provincial coverage 2
d. Project has inter-regional coverage 2
e. Project has no cultural-linguistic 2

group bias



Relative absorptive capacity of the region
to benefit from increased investment

a.

b.

Project builds up on ex1st1ng agrlcultural
and industrial capacity in the region

Project will tap available manpower,

will require skills currently potentially
available and will enhance employability
of beneficiaries

Project does not stroagly require

installing new or complex organizational

structures and management arrangements.
orin

Add points if projczc¢ meets more than
one of the above categories.

4
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CONSI T
Agency absorptive capacity

a. Agency has good track record in terms of low
slippage rate in previous projects

b. Agency has good track record on funds
disbursements (no delays, no anomalies, etc.)

c. Agency has enough skilled technical personnel
to handle technical aspect of project

d. Agency has enough trained managers/
administrators to ensure efficient project
management

cori

Evaluate agency’s past performance in
implementing projects on the following scale

NO o

If answer is yes to a. 1 - 4
b. 1- 2

c. 1 - 2

d. 1 - 2

Agency has appropriate mandate/authority to carry
out the project

a. Specific provision(s) on the agency’s enabling
act explicitly mandating the conduct of the
proposed project

b. Specific government policy (Cabinet, NEDA
Board directives, legislation, Plan Statement)
vesting agency with authority to carry out
the project.

Cc. Scope/objective of the proposed project is in
line with the proponents’ sectors/areas of
responsibility, and/or functional objection

d. The agency has previously undertaken similar
projects

Scoring

If answer is Yes to item

QLQ oo
VOV LW
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Institutional arrangement for implementation and
operation are appropriate and consistent with
government policies.

a. There is fair amount of grassroots participation
in the formulation, planning, implementation and
monitoring of the proposed projects.

b. Encourages substantial and effective utilization
of resour :es (manpowei, technical, and physical)
at the sub-national levels consistent with
decentralization

c. Encourages capability building at the sub-national
levels consistent with decentralization

d. Coordination/linkaoes between the national,regional
and sub-regional bcfies that will lead to more
effective project planning and monitoring

e. Specific organizational set-up for project
execution and monitoring unit that are consistent
with recent policies and laws of government.

Scoring
For each yes answer 2

Provision of arrangements/linkages to encourage the
private sector to contribute inputs/suggestions to
project implementations

a. Establishes channels for private sector
participation (including NGO’s) to the
implementation and monitoring of proposed
projects

b. Helps in establishing an environment conducive to
enhancing private scctor cconomic activities

C. Lessens the role of government in business
(privatizotion)

d. Increases private gector participation in MTPIP and
MTTAP

e. Encourages the ventilation of privato sector viows

on issues affecting project formulation, planning,
and implementation

Scorinyg

For each yes answer 2
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UNITED STATES GOVERNMENT 178

Memorandum

0CT 03 1991

TO ¢+ All Concerned
FROM : Leroy Purifoy

Chief Enginee ‘Fife Vot pifal Projects
SUBJECT : Rural Infrastructure ™. (RIF)

Project No. 492-0420
Mid-Term Project Evaluation

In accordance with the terms of the Project Agreement between
the Government of the Philippines and the U.S. Agency for
International Development, the subject project will be

avaluated by a joint American/Filipino Team during the months
of October and November 1991. The Team Members are as follows:

Dr. Kenneth F. Smith - Team Leader & Project
Management Specialist

Mr. James A. Anderson - Contracts Specialist
Eng. Robert F. Fedel - Civil Fngineer

Dr. Thomas 1. Morgan - Manayement Specialist
Mr. Joselito P, Supangco - Transport Planner &

Economist

Atty. James S, Villafranca Legal Consultant

The objective of the study is to identify administrative and
socio-political constraints impeding the efficient
implementation of project activities. To this end, the team
will review project documents, conduct interviews with involved
parties, and inspect representative subproject sites,
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The evaluation team has bheen contracted to provide an "outside,
unbiased" assessment of the project, to identify weaknesses in
the existing set-up, and recommend practical improvements that
can strengthen both DPWH's and DOTC's as well as USAID's
capability to meet the project's obhjectives,

While the evaluation is 2 standard requirement under all USAID
projects, this study is extremely important and USAID would
appreciate if all personnel involved woulld coowerate fully with
the team menbers in providing them with any information and/or
assistance required in conducting their study,



REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF PUBLIC WORKS AND HIGHWAYS
OFFICE OF THE SECRETARY

MANILA
07 October 1791
MEMORANDUM
TO : Underscceretarices, Assistant Sceretarices,

Bureau Directors, Regional Directors,
Service Chicefs, District Fusineers,
ana ali others concerned

RE : RURAL, INFRASTRUCTURE FUND (RIF) PROJECT
(492-0420)

SUBIECT Mid-Term Project Evaluation

In accordance with the werms of the Project Agreement between the Government of the
Philippines and the US. Agency for Taternational Development, experience  in
impusrnenting the project to date will be evaluated by a joint American/Filipino Team
during the months of October and November 19910 The Team Members are as fellows:

Dr. Kenneth . Smith - Team Leader & Project
Management Specialist

Mr. James AL Anderson - Contracts Specalist

Engr. Robert F. Fedel - Civil Engincer

Dr. ‘Thomas 15 Morpan - Management Specialist

Mr. Joselito . Supangeo - Transpont Planner &
Iiconomist

Atty. James 5o Villidranca - Lepal Consultant

The Teun i Jocated at the PEADP-PMO, DPWIEH Compound, Second Street, Port Area,
Manda, vath phione numbers 4982200 and G0837T local 205,

The objective of the study moto adentfy adminstiative and socio-political constraints
mnpeding the ctficent unplomentation of project actwvities. To this end, the team will
review project docients, conduct mterviews with nvolved  oarties, and - inspect
representiative subproject sites i order toadentily weaknesses i tiie current process.
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The following topics are priorities for the Team to review:

1. GOP guidelines for host country contracts with consultans
2. Procurement procedures for construction contracts
3. Organization and management of implementing agency (DPWH),

consultants, and contractors

4. USAID direct contracting procedures

J. "Peace and Order" and/or other socio-political constraints affecting
implementation

6. Actual implementation and expenditures compared to plans/targets

7. Compliance with established procedures

8. Subproject identitication, prioritization, selection and funding

9. RIF accomplishments and experience compared to other d;)nor agency

funded projecs

10.  USAID working relationships with -- and responsiveness to Department
requests under the project

The evaluation team has been contracted to provide an "outside, unbiased” assessment
of the project, to identify weaknesses in the existing set-up, and recommend practical
improvements that can strengthen our capability to meet the project’s objectives. We
intend to use their evaluation report as a management tool to decide on changes in
implementation procedures or arrangements, including restructuring project design if
necessary, to facilitate future implementation.

This study is extremely important to our Department in improving implementation
procedures with USAID-assisted (as well as other donor agency-funded) projects, and it
is requested tha all DPWH officials and personnel cooperate fully with the team
members in providing them with any information and/or assistance required in conducting
their study.

Un crsccrclarylty1
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APPENDIX 8
RITF PROJECT

LOGICAL FRAMEWORK



ject Name :

. Completion :
3 of Revision:
ign Team :

DEC 1992

USAID/Philippines & GOP

RURAL INFRASTRUCTURE FUND RIF

183

rative Summary (NS)

Heasureable Indicators (OVI)

Heans of Verification (MOV)

Irportant Assumptions

la
Ti:ely'expan§ign cf
econorl¢ activity in rural
areas, including increased
- opportunity for the
development of rural
enterprises & employment
- agricultural
productivity, and
- mral 1ncomes

lll

During the project, and
within 3 years after the
PACD

- Rural enployment
levels .

- Rural household income
changes In provinces
where subprojects are
implemented ~

= Agricultural yields
and qross output

= Reductions in
producer-processor
costs and input/
production ratios

1.1 NATIONAL STATISTICC:

Data reflecting incomes;
agricultural and
comperce at regional and
national levels.

1.1 GOP Priorities of income

redistribution, |
engloyacnt generatior,
an povertx alleviation
remaln unchanged.

Cngipuef il
itical/socia
ggab%l?ty{
Hacro-economic factors
and, demand for

agricultural products
remain positive,

Fose:
0 upgrace and expand

rural ‘infrastructure
facilities in order to
anhance the flow of
;ommerce, attract
investrent and provide for
‘urther rural econgric
xpansion. Specific
xoject purposes are:

'RANSPORT: To facilitate
he movement of gooqs from
are and eanufacfuring
reas to market & procCess-
ng areas

URAL ELECTRIFICATION: To
pgrade and strengthen the
nstitutional and plysical
ural electrification
nfrastructure in the
hilippines

URAL TELECOHHUNICATIONS:
0 study intervertions and
olicy concerns which

ould cnable rural
ommunities to join the
odern econony and begin

0 correct the extreee
verconcentration of
elecommunications

1.1

2.1

3.1

4.1

TRANSPORT: Improvement
of selected rural roads
& bridges and the rehab
ilitatjon &{or construc
tion of small ports.
Small 1slands and repote
agricultural areas will
bé better linked to
rarket towns and
transport networks.

RURAL ELECTRIFICATION: A
f1nanc;a11¥ viable and
operationally efficient
rational rural electrif-
ication system in place.

RURAL TELECOMHUNICATIONS
GOP studies & decisions
to improve inter-island
communications facili-
vles & associated intra
Jsland.telgphone,s¥stens
Potential inter-island
connections will be
studied.

1.1

2.1

3.1

4.1

Record of trqde{connerce
taken place in impacted
project areas; traffic
and’drogage statistics;
reports on rural coops
pewer deliveries

revenue floys an
financial viability,
port and shipping
statistics

1.1

2.1

3.1

Investment in rural
enterprise development
will be made when
adequate infrastructure
exists.
Commercial and overall
econoric activity wjll
increase thus creating
enploKnent ogportunitles
for the rura
ngulatlon. ,

icing requlations and
other GOP interventions
are not disincentives to
agricultura] and rural
commerclal lnvestment.
Planned inputs can be
delivered and outputs
generated in a timely
Ranner.




services in Metro Manila
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Out%ts:
1 ROADS & BRIDGES: Upgraded
rural roads and bridges.

1.1 Approximately 250 kms of
rural roads, bridges &
highways completed.

1.1

GOP department and
consultant’s project
reports.

Project officer
ronitoring reports.

1.1

Weather, natural
disasters and area
security conditions will
have minimal effects in
project areas.

Dgla¥s in securing

Disbursement records. rights-of-way
. contracting and
USAID Evaluatiois. procurement are
mininized.
Funding rechanisas and
paymenfs flow smoothly.
Inputs: | ) , Inputs/Resources: .
1.1 Englneering Services USAID ESF FUNDS: $000s 1.1 Payment vouchers; GOP 1.1 Conditions precents are
L departuent and nct on schedule
Engineering 6,950 cohisultant’s reports; .
Construction 46,450 project officer Contractor selection

Technical Assistance 5220

Compodities 29,650
Training 1,210
Other 570

TOTAL: 90,050

ponitoring records and
Procurcment Services
Agent’s reports,

procurement and staffing
proceed on schecule.

Conmodities are progured
and moved to subnroject
sites expeditiously

funding ig adeguate and
releaséd In a timely
panner.

PCLOgFRAME (C) 1988-1990 Team Technologies, Inc.



Project Name :

Est. Completion :
dJate of Revision:
design Team :

RURAL INFRASTRUCTURE FUND RIF

DEC 1994
NOV 1991
Ken Smith & Checchi Eval Tean
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Narrative Summary (NS)

Measureable Indicators (OVI) | Heans of Verification (MOV)

Important Assumptions

Goal:
1 Expanded rural economy

1.1 HATIONAL STATISTICS:
Data reflecting incomes;
agricultural and
conzerce at regional and

national levels,

1.1 Within 3 years after the
PACC, a "significant
Increase" 1n modal:

- Rura]l enplo&ment
levels, "an .
- Rural household income
1n areas where sub-
projects are implenented
as compared to Similar
ébut unassisted) areas,
ue to .
- Increased Agricultural
ylelds and gross output
- Reduced producer-
processor costs and
Input/production ratios

1'1

GOP Prigrities of income
redistribution,
eugloyuent generation,
an poverty alleviation
rema:n unchanged,
Co?tigue?/ a1

itical/socia
ggab}lfty.

Macro-economic factors
and demand for
agricultural products
rérain positive,

Purpose:

1 Upgraded and expanded
rural 1nfrastructure
facilities.

are:

2 TRANSPORT: Hovement of
goods from farm and
manufacturing areas on

agricultural areas, to
processing areas and

corcerns which wou
to correct the extreme
over-conceptration of
telecomrunicatiouns

studied

Specific project purposes

suall islands and remote
rarket centers facilitated

3 RURAL TELECOMMUNICATIONS:
Interventions and Yollcy.
d begin

services in Metro Hanila

1.1 1.1 SPECIAL CONTRACTED STUDY
of records of trade/
commerce in impacted
project areas, using
indicators such as = |
production and marketing
of agricultural
products; traffic and
drogage statistics;
revenue flows and
financial viabjlity,
port and shipping
statistics.

2.1 TRANSPORT: Selected 2.1

rural roads & bridges;
and small seaports
upqraded or construcled,
an alrggrts upgraded to
international lght
navigation & safety
standa~ds.
3.1 RURAL TELECOMMUNICATIONS | 3.1

GOP studles & declsions
to Impreve inter-island
communications facili-
ti s & asgociated intra
Jsland,telqphone.s¥stens
Potential Inter-island
conmections will be
studied.

1.1

2.1

31

Investment in rural
entergr1se developrent
will be made when
adequate infrastructure
exists. )
Increased commercial and
overall econowic
activity will increase
employment oYportunxtles
for the rura

Bopu;atlon. )
r1c1n80regulat10ns.and
other GOP interventions
are rot disincentives to
agricultural and rural
commercial investment.

Planned inputs can be
delivered and ou}puts
generated 1n a timely
aanner,
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OutButs:
1 ROADS & BRIDGES: Upgraded
rural roads and bridges.

1.1 250 kms of rural roads,
bridges & highway
construction and/or

1.1 DPWH RIF-PMO and LBII/

TCGI A&E consultant’s
project reports.

1.1 Weather, natural

disasters and area |
security conditions wil.

rehabilitation _ have miniral effects in
completed. USAID QPSR froject project areas.
officer monitofing i )
reports. D¢1a¥s in securing
. rights-of-way
USAID & GOP Disbursement contracting and
records. procurement are
, pininized.
USAID Eva.uation. ) .
Fundlng rechanisas and
payments flow smoothly.
uts: | . Inguts/Resources: L
Engineering Services USAID ESF FUNDS: $000s USAID Payment vouchers; Conditions Precedent are
ORIGINALLY PLANNED DPWH PHO, LBII/TCGI A&4E pet on schedule
Engineering 6,950 consultant’s reports; ,
Construction 46,450 DOTC/ATO reports and Contractor selection,
Techniga} Assistance 5,220 records; USLID project procurerent and stafflng
Comnodities 29,650 officer monitoring proceed on schedule.
Training 1,210 records. "
Other 570 Commodities are procurec

TOTAL: 90,050
AS OF 30 JUN 91

Engineering 12,000
Constyuction | 82,605
Technical Assistance 2,150
Compodities 12,000

Tralnlng . 720
Other (Audit, M&Eval) 525

Engineer /SAL/GSC-SC 5,750
Construc/SAL/GSC-SC 23,950
Other (Audit, M&Eval) 300

TOTAL 140,000

and moved tQ subproject
sites cxpeditiously

Funding is adeggate and
releaséd in a timely
manner.

PCLogFRAME (C) 1988-1990 Team Technologies, Inc.
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APPENDIX 9
EVALUATION 'TEAM
ORGANIZATIONAL RESPONSIBILITY

CHART



MID-PROJECT PROCESS EVALUATION OF

7 OCTOBER - 8 NOVEMBER | 22 NOVEMBER 1991

ORGANIZATIONAL RESPONSIBILITY CHART S

AID PROJECT OFFICER Phone 5217116
Cffice of Capital Projects (OCR)

Leroy Purifoy x 24142474

Maribelle (Bei) Zonaga

Manny Misiano

| | M Midtown

|
TASK | QUESTION/ISSUE

| Computer disk & WP System used,
| or Typing Support Needed :—

| SOCIO—POLITICAL CONSTRAINTS
6 | ACCOMPLISHMENTS VS PLAN
| EXPENDITURES VS PLAN

e e ——— - :
7 | USE OF PP & PROAG PROCEDURES
| & DEVIATIONS —— JUSTIFIED?

& | USAID STAFF WORKING REL'NS

|
I
|
I
I
|
|
l
I
I
I
{
5 | PEACE & ORDZR PROBLEMS |
I
I
I
I
I
|
|
|
I
I
|
|
| & RESPONSIVENESS TO GOP !

LTI TALATAAAAELALAEATALA TR VEAERVATRER AT FERE AT IV RGL R TSR IIR

Ken
| KENNETH
j SMITH
| Team Ldr
|Rm 1713
5217001
| 3.5 disk
| MS Word
S
S
S
S
S
S
S
S
___5___

RURAL INFRASTRUCTURE FUND PROJECT
USAID/PHILIPPINES —~— DEPARTMENT OF PUBLIC WORKS & HIGHWAYS (DPWH)

[RIFP] (492-0420)
and DEPARTMENT OF TRANSPORTATION & COMMUNICATIONS (DOTC)

M/ P jil = PRIME Responsibiiity for Drak
= Technizal Support

| Temporary
| Secretary

| & office

| support

| PRAGMA

[521~5477

| Provide
| T Suppont

fto Jim
]Anderson

|
|
|
l _______
I
|
l

| T Support
[to Jim
| Anderson

to Bob

| T Support
| to Bob
Fede!

Jim
| JAMES
] ANDERSON
| Contracts
| M Midtown
|Rm 1614
| 521-7001

|Need T spt

| ot Computer

ie i

S - AD

ZmmoD

Beb
OBERT
EDEL
ngineer
Midtown

S - AID

———— - — -

- —————— —

ECLLRTERRENS

L\
RUTALETAREAIAN

Tom
| THOMAS
IMOSGAN
| Manageman
IM Migtcwn

S Pianning
Process

AR EEAT R RELA R TR RRRSRERREVVRARRR TR B

881
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APPENDIX 10

ABSTRACT & SUMMARY
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