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Attached for your review are the recommendations for 
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all the foreign exchange cos l;s of the project which will b(! 
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Please advise us as early as possible, but in no event 
later than close of business on Friday, May ll, 1973, if you 
have a basic policy issue a.rising 011t of this proposal. 
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ANNl~Xl•jS I - IV 

Darbnra L. Clary 
DtweJ opmPnt J.,oan Cornmi tt<Hl 
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SUMMARY AND RECOMMENDATION. 

1. Borrower: The Government ot the Republic of the Philippines (GOP) • 

Implementing .Agency: The National Economic and Development 
Authority (NEDA) of the GOP. 

2. Amount: Not to exceed $2 million. 

3. Terms: Principal to be repaid over a period of 40 years, including 
a 10-year grace period; interest to be repaid semi-annually, beginning 
six months after the first disbursement under the loan at the rate of 
2% per annum during the grace period, and 3% per annum thereafter. 

4. Description of Activity to be Financedt Proceeds of the loan will be 
used to finance the foreign exchange costs of prefeasibility and 
feasibility studies, sectoral studies, market studies and consulting 
services, including engineering services directly related to capital 
projects in the Philippines. 

5. Purpose: To assist the GOP i.n the effective management of its 
limited economic resources by pr~viding the foreign expertise needed 
to perform professional studies~ analyses, and other similar professional 
services related to projects and other activities to be carried out in 
conjunction with the GOP's 3 Year Economic Development Plan (1974-1976), 

6. E!timated Cost of Activiti: $2 million in foreign exchange; the 
GOP will finance all local currency coats, 

'f. Other Sources of Financing: A.I.D. is not aware that other 
appropriate financing is available tor this purpose at this time. 

8. Mission Views; The Mission feels that this loan is consistent with 
overall A,I.D, objectives in the PhiJ.~!Jpines, and. that it is particularly 
appropriate for A.I ,D, to provide 1mch financing at this time. 

9. Issues ; There are no is sues presented by thi.s loan proposal, 

10. Statutorr Criteria: All statutory criteria have been met (see 
Annex 2); 

11. Recommendation: Authorization of a loan in the amount or $2 million 
to the GOP, in aaaordance with the terms and condi.tiona st~ted in the 
Draft Loan Authorization (see Annex _ 3) • _ 

Project Committee 
Loan Officer and Chairman: 
Country Desk; 
Engiveering: 
Legal Advisor: 

~at'"tedby: RBPerry 

Richard B, Perry, ASIA/CD 
D~nnis M· Chandler, AsIA/EA/P 
William C, Larson, AD/CD (USAID/Philippines) 
Michael G, Kitay, GC/ASIA . 
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I. BACKGROUND AND INTRODUCTION 

A. Recent Economic and Poli. ti cal Developnents :tn the Philippines -
The Philippines' pattern of development in recent yea.rs has been 
characterized in general by perioqs of rather strong growth, 
followed by Balance of Payments (BOP) crises necessitating re­
strictive measures and other adjustments ·_•bich, in turn, usually 
placed additional strains on the economy. Despite an annual aver­
age growth rate of about six percent over the decade of the 
1960 1s, the matter of external pEcyment requirements was some~ 
what neglected and large borrowings from abroad were needed 
to finance current account deficits~ Much of this borrowing, 
heaviest in the latter half of the decade, was in the short-to­
medium term category. Toward the end of 1969, a major crisis 
occurred which finally resulted in long-overdue action. A 
major economic stabilization program was adopted in February 
1970 which included a de facto devaluation of the peso and 
measures designed to limit further increases in short .. to0 medium 
term external debt, After an initial slowdown, the economy 
resumed reasonable growth in 1971 (approx. 6.5% increase in GNP) 
and continued showing signs of improvement through the first 
half of 1972, although decreased rice production and other 
difficulties caused BOP problems to persist, 

In July and August of 1972, the Philippines suffered the most 
disastrous floods in their history, the damage statistics of 
which are now a matter of recm.•d. Concentrated :tn Central Lu~.on 
including the Greater Manila Area, the damage to public iafra­
structure (roads, irrigation and flood control systems, schools 
and other public buildingB) private property, thP. all.-important 
rice crop, together with other prodvction interruption:; of every 
nature is estimated at·$200 million. 

In September 1972, President Ma.rcoa declared mart'ial law, citing 
the general deterioration of public order and the threat of 
insurrection as the immediatEi reasons. However, the government 
has also stated its all-out commitment to a long-tenn effort of 
correcting the country's many ills. Priority objectives have 
been identified as agrarian l'eform, a more even distribution 
of economic benefits ,and a g~meral improvement in public responai­
bili ty and discipline. 

Specific measures taken to dE~te include a modified Constitution, 
a major reorganization of thE~ government structure and a wide 
range of decrees and implemer1ting orders aimed at increasing 
the prospects of economic gre>wth. 
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As might be expected, the speed and far ... reaching implications 
ot the many changes taking place have resulted in a degree ot 
contusion and uncertainty in the private sector, The govern~ 
ment is also experiencing problems of adjustment while imple­
menting actions catch up with orders and decrees. Problems 
of this nature are, for the most part, likely to be resolved 
given time, the sustained efforts of the government and the 
active cooperation of business and economic :l.nterests • inclu .. 
ding the availability of foreign assistance. 

The extent to which the government can achieve the long"'term 
goals of basic, social and economic retorm is of cou:arae a 
much broader question which will undoubtedly receive considerable 
attention in the fU.ture, 

' The Consultative Group and U.S. Assistance t<) the Philin~ines 
I 

1. Historical 

Prior to 1971, official U.S. aid to the Philippines consiated 
largely of commo. H ty sales under P. L. 481), various programs 
or grant-financ~d technical assistance, li'.nd a modest level 
of development lending tor such public s1~ctor activities u.s 
irrigation, pilot rural electrification cooperatives, and 
feasibility studie.i of other proje<:ts a.nci programs hnving 
developmental priorfty.; development loan assistance was 
also provided to the private sector for several industrial 
projects and to furnish seed capital for a developmnnL 
finance company. 

2. The Consultative Group 

In late 1969, the GOP asked the IBRD to organize a.nd 
chair a conaulta.tive groui:r (GC) of donor and potential donor 
countries, The rc;.iqueat resulted in pa.rt from the above­
mentioned extcrnn.l pa.yments criu t.a then t'\'~cing th<' country, 
but it also reflected a gr•owing awareness by th<.~ OOP that 
development efforts could be substantially enho.nced by ttu· 

coordination and direct.ion or official foreign R.sslstu.ncc 
which a consultatJ. ve grou1> could provide. In rvspond:Lng 

to the GOPts request. the IBRD made tt clear that the CG, 
if formed, would concern itself with long-term development 
matters and not simply th~t relief of short ... term problems 
such af,i BOP crises, The XBRD also took the position that 
the formation of a CG would be dependent upon the GOP 
demonstrating a serious er.tort of development and the 
formulation of a multi-yeo.r development plan. The GOP 
undertook to satisfy the XBRD by fo1'1Jlulating auch a plWl 

and by moWlting an IMF-suJ~!'Orted stabillzation progre.Jll. 
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The CG was formally established in 1971, under IBRD 
chairmanship with Australia, Japan, Spain and the U.S. 
as members; Canada, Germany, Iudia, the Netherlo.nds, New 
Zealand, Switzerland, the U.K, a.nd DAC/OECD as observers; 
and the ADB, IMF and UNDP as participating agencies. In 
its relatively brier existence, the CG is felt to have 
already scored successes by gaining donor interest (in 
addition to that of the U.S.} in Philippine development 
needs, and by focussing that interest on priority areas. 
Through the IBRD and the IMF, the CO has also established 
itself as a major cotmsellor to the GOP on m.attet•s of 
economic policy. 

For the GOP's part, it has continued to demonstrate full 
cooperation, and continued to consult with and accept the 
guidance of the IBRD and IMI<;, both of which have expressed 
considerable satisfaction with the GOP performance, 

3, Foreign Assistabce to the Philippines 

.r. .... the rirut rru:i.·t.ing of the CG in May 11 19'(1, it watt concluded 
that approx. $200 million in official ex·tc.,rnal conceasionary 
assista.nct.: would be needed by the Philippines in each 01' t.hc 
four succeeding yea.rs , In response t.o t.h ls recognized nend, 
whi!.!h rras rei tera.ted at the Second CG meie ting in Mt.LY J 97:1 

(prior to the flooda1. some :P216 million waf:i pledgt:d 1 . t\!1J t•oxi-
matt:ly $55 million coming rron. the.~ U.S. ($~~0 mill.ton lonn 
for rural elcl..'i.l'il'ica.tl(:m. am.l :fHr1 milli.i::m iu n. h81 1 

Title I sales). 

Ji'ollowing tht~ 19n' floods, the IBRD o.ase1n;ed tho lmpi~c t cm 
the economy and concluded that u.n adui ticinal $100 mil 1 ion 
i S quick-dis bu.rs ing O.SGiata.nce Wfl.O Ot:e<led to 0 ft'sc t the: 
udve:rsc BOP ef fee ts of the flooJs, 'fhe U .s. ap,idn rc~ipcmdcu 
w:1 th a $20 mllliou progr~un loRn. { imthorb~od in Ft·burary 1973) 
imd addi t.iomll PL 1~80 sales. Further, in direei rc~;poruH; 
to the immediale 'Uld extensive dumage cmrned by tlw floods, 
the U.S. offered $50 million in grant as1,istancu to hE~lp 
finance the reho.bi li tation of major lrri!~ution and flood 
control systems, provincial roade and other intro.structure, 
the c:oustJ·uction of some 1,500 t.yphoon-r1eoistant schools 1 
and~ p1·ogrfun oJ:' accelerated ricH production. •ro datf~. lii47.5 
million hn.s been allocated to specific p.roJect o.reas, and. 
proposed uses for the remaining $2.5 million are under 
active consideration, 

As the GOP reviews and ref:lnee 1 ta Thret:! Year Development 
Pl&11 ln preparation for·thie Third CG meeting, to be held in 
late MO¥, 1973, the need for projects anii activities clcveloped 
to the point oe readiness tor financing has become quite apparent. 
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This need vaa indirectly called to attention at the Second 
CO meeting when the IBRD and the ADB did not make specific 
pledges but both stated their readiness to finance viable 
projects. Such project pl:"eparation and development requires 
professional services or a highly qualified and experienced 
nature, which are not in suf'tici~nt supply in the Philippines 
to meet the needs of its rapidly accelerating development 
efforts, The A.I.D. loan proposed herein w~uld assist the 
GOP's development ettorts by providing concessionary financing 
for the foreign exchange costs ot the needed professional 
services. 

II. DESCRIPTION or ACTIVITY 

A. Use of Loan Proceeds 

Proceeds of the proposed loan will be available to finance the 
foreign exchange costs ot such activities e.1:1 pre-f'easibili ty and 
feasibility studies• market s·tudies • planning, engine~ring services, 
and other professional services and related commodities and 
equipment as may be required for the preparation and implementation 
of economic development projects and progrwns, The speclfic 
a.ctivi ties to be finrmced will be mutually agreed to by the GOP 
and A, 1 • D, At prt:son t, 1 t is contemplated thn·t the loa.n proceeds 
will be allocated tota.lly to entities of th•~ OOP, e.nd used 
primarily for activities in the public sectc:>r. However, use of 
loan funds by tho pr i va.te sec·tor is not prec.:1 udt:id, and would be 
considered on u. case ... by-case basis nt the r4~queat of the GOP. 
1l1he terms and conditions of making those 1011.u fu.nda availtt.ble 
to the p1•ivate sector would also be subJect to A.I.D. •s approval, 

In o.ccordo.ncc with present A.:r.o. :polieyt sin•vices, nnd related 
commodities u.nd equipm1~nt, having their sow·cc a.nd origin in 
countries included in A.I,D.'s Geographic C<)de 941 will be 
eligible for financing under this loan. 

B. GOP Devulopment Planning 

l. Orsa.ni za.tion 

On£: significant J'(l.SUlt or the recent government reorganiz~tion 
measures is the emergence of the Nationa.l Economic and 
Development Author! ty (NR.t>A} as the key economic agency of 
the GOP. NEDA, formed by combining tht: mu.Jor f.1l1..1nm1ts of 
the Presidential Economic Staff (PES) and tho National 
Economic Council (NEC), is now charged with overall planning 
and policy formulation in the economic field as well as 
coordination of official. assistance. Au with any 
merger ot two government entities, adjustments are required, 
and disruptions in planning o.nd implementation tunctions are 
quite possible while such' adjustments EU"e being made, 
However, there is reason ~o expect that the formation ot NEDA 
vill bring about manr imp;rovements in tbe areas ot econan.ic 
planning, policy fotmula~;ton, and .the if.llplementa~ion of 
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development progx-ams, NEDA vill be the GOP agency responsible 
for managiIJg the implementation of this proposed teasibility 
study loan, 

2, The Development Pl~1s, 

To date, the GOP has prepared two Four Year developnent 
Plans (FY 1971-1974, and FY 1972~1975), the second being 
basically an upMdated version of the first, but rolled forward 
by one year. A third Four"'Year Plan was to have been 
prepared to cover the years 1973-1976, Due mainly to the 
disruptions resulting from last year's floods, preparation 
of the plan was subst~ntially dela¥ed and now, given that 
FY '73 is nearly over the GOP is preparing a Four-Year 
Plan covering r.l •74,..~77 The plan will be published in 
the immediate future, prior to the CG Meeting scheduled for 
late M~ 1973 in Paris, Information concerning the new plan 
is quite limited, although it is understood that the organi~ 
zation of the plan has been changed from a perspective of 
coWltry-wide economic secto~3and functions, to a perspective 
of major geographic regions, each of which is dealt with in 
terms of its particular characteristics and problems. It 
is not thought that the basic objectivea or the plan will 
depart significantly from those of the two previous plans, 
with land distribution, rural development, employment creation, 
increased agricultural production, export promotion (mainly 
raw materials and primary products), and population plttnning 
umong the top priorities. 

C. Prospective Studies and other Activities to be Financed 

Although the GOP's Three Year Plan has not been published at this 
writing, there is no question ns to the need for ussistnnct· ln 
the area of feasibility studies and other nctivi t iQS rt?lat.1.•<l to 
projects and programs which mey be undertaken in support or the 
country's overall developmen ta.l goals. In this contC'X t., NEDA 
has identifiod the studies listed below as being or suf riciently 
high priority to be w1uertaken during the time pel'iod of the 
Three Year Plan, Accol'dingly, thes0 are th.:· r tudies m1'>s t lt kcly 
to be considert:d for financing under the pr,.,,poEwd lon.n. but othcrn 

mu.y well mu.tori~iU:t.e "'<thin the nex1 yeur or t.i.m, ~md •'1lglhllity 

ir.: by no mt;:uns res trh· t..ed to the studies lit~ ted here, 

J. FeaRibility studies of flood control :md irrigation ~yst~ms, 
u.nd related wu.tor resource matter of tht: Bi col fd vur, 
Cwne.rinefj Sw· Province, Luzon; estimated cost - ... - - - - - $500 ,ooo 

2. Feasibility studies of six additional provincial 
water supply aystema (the c:l.ties of Zamboanga • Lega.spi, 
San Fernando, Angeles, Cebu and Iloilo); estimated cost __ $300,000 

3. Feasibility st.udies of developing infro.stl'ucture 
support for land .reform programs in the Ca8aya.n 
Valley and Iloilo Provinces 

estimated cost - - - -@ $350,000 - f~ ... .. - - - I"' - ... - $700 ,ooo 
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Air Transport study, to include (or be followed by) 
specific feasibility studi~s of airports in selected 
areas; estimated cost \"" ....... - !;'I - f"I .;... ~ - .... $300 ,ooo to $500 ,000 

Feasibility studies for various components of the Bicol 
Regional Development Plan (other than water resources), 
e.g., land transfer, compact farming 0 credit, trans-
portation, electrification, livestock and fisheries and 
agribusiness possibilities; estimated cost- - - - - - up to $750,000 

Feasibility study for the Liguasan Marsh Reclamation 
P~oject in the Cotabato River Basin of Mindanao 
(water resource management and land reclamation); 
estimated cost - - ... - - - ... - - - - - - - ~ - - - - - - - $250,000 

Complementary studies and activities relo.ted to the 
Bicol Geothermal Power System (components be.i.ng defin~d­
cost estimates not available), 

It is recognized that the total of the u.bove cost estimates 
exceeds the proposed amount of the loan, However, it should be 
kept in mind that the individual priorities of the proposed 
studies have not bt:cn finalized, nor have work scopes for the 
ntudies been developeclt Until these tasks hnvE~ been accomplished, 
the cost estimates can be no more precise than as stated nbove. 
The estimated time period over which thn procE~eds of the loau 
will be committed in between two and three ;yeu1•a , 

Il It !MPLEM.l.;N'l1NrION OF AC1rIVI'l.1Y 

Utilization of Previous A.I.D. Feasibility Studien Loan 
I 

In September 1967, A,I,D, and the GOP nigneu n Feaslbil ity Studies 
1Joan (No, 1~92 ... H-023) for $2 million.!/, Ann.ex 1 to this payier is 
u Jiat of the studtPs financed under that l~an f\nd n stntement 
of the status and/or disposition of thorH• ntudies. Ocrwro.lly 
sptmking the utilizat ton ra.tEt of the earlier loan has berm 
decidedly slower tho.11 desirable, Delays have bean tc!Xp<~rlonced 

at every stage from selection of studies to negotiating cont1·actt1, 
and the final study to be financed wu.s contracted fo:r as late as 
July 1972. 

Nonetheless, the benefits de:r•ived and likely ... to-be,..derived from 
the studies fine.need should DLake a definite contribution to the 
development proceS3 in the Phi.lippines. Of' the eight studies 
undertaken at a total contl"ac.ted cost of $1,627,000, the two 
studies canpleted in the electric power sector (tor a combined 
cost of $398,000) have resulted in foreign loans wnounting to 
$64 million to finance projeets ln tho.t sector, As a result of 

·Mubsequ.ently reduced to $1.130,000, 
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the pre-feasibility and feasibility study of prOiVjincial 
water systems (combined cost of $424,ooo), A,I,D, is actively 
considering a loan or approximately $7,5 million to assist in 
financing both the development of a needed institutional capacity. 
and the rehabilitation and expansion of six systems, The three 
studies being conducted in the area of water reeource develop­
ment and usage, while they are not completed at this writing, are 
considered to have good promise of resulting in "bankable" 
projects, 

As to the capacity ot the GOP to utilize the proceeds of the 
proposed loan in a timely fashion (i,e. 1 from two to three 
years), there are several factors which should indicate an 
improved performance composed to the previous 1oan. GOP 
responsibility for implementing the previous loan was shared 
by PES and NEC, the two agencies which have now been merged to 
form NEDA, thereby consolidating in one agency a staff which now 
has valuable experience in carrying out the implementation 
function. Other GOP reorganization and consolidation measures 
should also contribute to a grea·ter level of general efficiency 
in performing such tasks as evaluating proposals and negotiating 
contracts. The existence of a development plan (which was not 

present for much of the time under the previous loan) and the 
overall impetus to development being given by the Consultative 
Group are additional reasons to feel that the proposed loan will 
be utilized more rapidly and more efficiently than the first 
such loan. 

B. Procedures 

As stated earlier, NF..DA will have overall responsibility within 
the GOP for implementation of this uctivity, The Agency or 
Development of the GOP having responsibility tn the particulu.r 
area of concArn to be studied will uct as the cooperating 
agency (with NEDA) on the individuu.l r.tudy or s'twlies which u.re 
approved for financing, 

As a Condition Precedent to the disburse.ment of loan funds, 
NEDA will be required to submit, for review and approval by 
A.I.D., a detailed operational plan containing the procedures 
which will be followed in (1) selection studies and other 
professional services to be financed, (2) preparation of work 
scopes for such &ervicea, ( 3) selection of cons·ultanta, and 
(4) contracting for performance of the services. A tentative 
opera M. onal plan has been prepared and informally aubmi tted, 
the essential provisions of which nre given in the following 
para.graphs, 



NEDA will determine priorities for the use of loan proceeds 
by identifying projects from national planning documents, sector 
surveys, industry studies and regional development schemes, The 
sector of the economy into which the project falls will be of 
high priority in the GOP's development plans. Project and 
other studies mB\Y be organized and proposed by entities of ;the 
government, by other government officials or by the private 
sector. In determining priorities for use of loan :f'unds, the 
procedures outlined below will be followede 

-The entity proposing the study shall submit its applica­
tion to NEDA. 

-NEDA will ascertain the pertinence and relationship of 
the proposed study to other existing needs and to the 
country's overall economic development plans, 

-If approved by NEDA, the application wj.11 be transmitted 
to A.I.D. for review and approval. 

-If approved by A.I.D, • the application will be returned 
to the proposing entity for appropriate action (prepara­
tion and approval of work scope, and solicitation of 
proposals), 

The procedures for selection of A & E firms ~md other consultants 
to provide the desired servicen shall be as follows~ 

-Prior to solicitation of proposals, NEDA and/or the 
cooperating agency will advise A,I,D, (1) as to 
whether prospective finns will be pre ... qualified, and 
(ii) as to evaluation criteria to be usE~d in prequali"' 
fying firms and/or ranking detailed proposals. 

, .. After receipt of proposals, the coopf!rating agency will 
conduct the evaluation/selection procesu in accordance 
with the pre ... determined s~~lection criteria and procedures , 
and transmit to NEDA the uummary of its selection process 
together with the list of consultants arranged in the 
order of ranking, and a recommendation 1;o negotiate with 
the top-ranked consultant, 

... NEDA will review the cooperating agency's 1evaluation 
procedures and the reeultH of the evaluation, and f'orward 
same to A,I,D, with a recommendation and supporting 
justification, 

... If approved by A,I.D., the approval will be trans ... 
mitted through NEDA to the cooperating agency ~or 
implementation, 
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Upon selection and approval of the consultant, NEDA and the 
cooperating agency will jointly negotiate a dra~ contract vith 

.the consultant. The dra~ will be submitted for approval by 
A.I.D, Upon approval, NEDA or the 13.gency will sign the c~ntra~t 
with the consultant. NEDA will then secure whatever other GOP 
approvals may be necessary and release the contract to the 
cooperating agency for implementation. 

C. Environmental Considerations 

In conformance with current A.I.D. policy as stated in Manual 
Circular No, 1221.2, it will be required, where appropriate, 
that all scopes of work and contracts negotiated for financing 
under this loan contain a provision calling for a thorough 
assessment of the environmental and ecological impact of the 
project or other activity to be studied, and recommendations 
as to whatever action the consultant deems appropriate under 
the circumstances, · 

If environmental and/or ecological aspects are considered 
marginal to the propoGed activity, such assessment and recommen-
dations will not be required, . In such cases~ a statement 
will be prepared and made a part of A.I,D,'s records of the loan, 
which justifies the position taken. 

D. Income Distribution and\~ployment Consideratio~,2_ 

Also in conformance with current A,I,D, policy (P,D, No. 48), 
it will be required, where appropriate, that stu~ies proposed 
for financing hereunder will include an assessment of the employ­
ment generation and income distribution aspects involved, 
Where indicated, and to the extent necessary, such assessment 
may include, for exampl~ 1 a cost/benefit comparison tor car"X'ying 
out the project ... by labor-intensive methods vs, capi tal-inten ... 
si.ve methods, 

IV. ECONOMIC CONSIDERATIONS 

A, Setback and Recovery of the Econo~ 

The severity of the impact to the economy of the July-August 
floods is seen in the sharp dip of the GNP growth rate to 3.5 
percent for CY 1972, compared to 6.6 percent estimated for the 
twelve months ending in mid-1972, Government planners, perhaps 
optimistically, expect the growth rate for CY 1973 to bounce 
back to 7.0 percent, Population growth, at an estimated rate 
of 3 percent annually, continues to limit improvement in per 
capita income, although encouraging progress is being made in 
acceptance of family planning techniques. 
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Recovery and expansion of agricultural production will pl&\V' a 
key role in the GNP performance for 1973. The picture is mixed 
at present, with severe drought in the south affecting the corn, 
coconut, banana and pineapple crops and with logging activity 
restricted in part to limit depletion of national forest 
resources. The prospects for sugar are bright, The staple 
crop, rice, is heavily dependent on weather conditions during 
the main July-November growing season, but hopes are for a 
recovery after two poor seasons. 

Recovery from the flood damage has been an ~utstanding accom~ 
plishment of Philippine gover'"iment agencies 1 individual farmers 
and private firms, together with large-scale relief and rehabi~ 
litation assistance from the U.S. and other countries. Repair 
of roads, railroad lines, irrigation and flood control structures 
is progressing, and farmers a.re working to restore their lands 
and to plant alternative crops, 

Private investment has ta.ken an upturn, and new government 
measures are aimed at stimulating greater investment and channel~ 
ling it into such priority areas as oil exploration, manufactured 
goods for export~ labor~intensive industries and industries 
dispersed outside the greater Manila area. 

Private foreign capital has also flowed into the countryls 
financial institutions. Particularly significant was a $50 
million 5-year loan to the Development Bank of the Philippines 
by an international consortium of banks including West European, 
Japanese and Australi~n institutions joining U.S. banks for the 
first time in such a venture. The DBP will relend the funds to 
small industries and agricultural enterprises. A new invest­
ment company with U,S. banking and insurance company resources 
has been established and two others are expected to follow. 
Finally, the Philippine stock markets have attracted new foreign 
investors in a boom which developed in late February and early 
March. Financiers from Hong Kong, Singapore and other Asian 
centers entered th~ markets as prices mounted after a long 
period of doldrums, Whether 1'unds are largely speculative or 
will remain for longer-term investment remains to be seon. 

B. Philippines_' Balance-of ... Payments Position and Debt Service 
Capacit;t: 

The following table (next pagE!) summarizes the Philippines' 
BOP position in 1970-71, with projections for 1972~75. 

By 1971, the BOP performance had improved markedly. For 
example, in 1969, foreign exchange reserves declined by $136 
million whereas 1970 showed an increase of $23 million, and 
1971 showed further increase of $7 million. The trade balance 
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also improved during that period from a deficit of $258 million 
in 1969 to much smaller deficits of $7 and $42 million in 1970 
and 1971, respectively, 

However, preliminary figures for the fi 1 'fl't half of 1972 show a 
deterioration in several respects. The trade figures indicate 
a deficit of $109 million, compared to a 1971 first half-year 
aurplus of $26 million. Furthermore, export performance was 
poor with first half 1972 exports only about 91 percent of the 
first half level in 1971. In addition, the balance of payments 
performance has suffered due to a. decline in the level of foreign 
private long~term capital inflows which began in 1971. 
The 1971 level of gross medium~ and long~term private loan capital 
declined to $233 million from a level of $393 in 1970, The 
effect was an absolute negative net inflow of capital for 1971. 
The decline in private long~term ~oan capital inflows apparently 
reflects tighter controls over new debt, which is part of a 
program to improve the overall structure of external debt~ 

In spite of the deterioration of the Philippi.ne trade balance, 
the foreign exchange reserve position avoic.l<~d serious deteriora. ... 
tion in 1972, but the next reserve position at the close of 
1972 actually increased about 15% over the previous year, due 
mainly to a strong surplus in the "invisables" accoun:t. 

Over the next few years, the adverse trend in the GOP terms of 
trade is expected to continue, although at a slower rate, IBRD 
near term export projections are estimated ~Lt about 7 percent 
per annum for 1973-75, but significant export growth will depend 
on world copper prices, realization of increased nickel production, 
and the Philippines' ability to compete in 1ihe market with other 
LDC's for export manufactures, On the import s:lde, the Phili­
ppines are faced with need to finance increased imports to achieve 
the projected 6.5 percent growth in GNP without resorting to 
short~term credits. 

In view of the poor balance of pEcylllents performance in 1972, 
the high debt service burden <>f the Philippines appeo.rs even 
more formidable, The debt service ratio was 26.8 percent in 
1970, 27.6 percent in 1971 before gradually declining to 25.5 
percent by 1975. The Philippines' debt service ratio is 
very high by almost any standard and suggests extreme vulnera­
bility to sudden declines in export earnings and/or declines 
in capital inflows both of which have occurred in the past, 
It should 8e noted that the declining debt nervice projections 
after 1972 are based on the IBlU> assumption that a Ve'l:f 
s'ubstantlal rncrease in long.tel"lll official assistance will be 
forthcoming to offset the lower private flows, The required 
increase is from actual official assistance level of $51 million 
in 1971 to an average of about $200 million annually from 1972-
1975. The inc~eased assistance should result in a substantial 

. improvement in the structure and mat\irity or the Philippine debt. 



Given the Philippines' debt service requirements, we feel that 
A.I.D.'s standard concessional terms -- 4o years, including a 
10-year grace period, with 2 percent interest during the grace 
period and 3 percent thereafter, continue to be appropriate. 

On such terms, and considering the longer term prospects tor 
Philippine economic growth, including exports, the rep~ent 
prospects for the proposed $2 million loan appear reasonable. 

c. Impact on the U.S. Economy 

As previously noted, services and related equipment and material 
having their source and origin in countries included in A.I.D.'s 
Geographic Code 941 will be eligible for financing under this 
loan. However, given our experience under the previous feasibi­
lity study loan, and in view of the types of studies likely to be 
financed under this loan, the bulk of the A.I.D. loan is likely 
to finance U.S. services. Therefore, we foresee no adverse 
impact on the U.S. economy. 
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PHILIPPINES: FEASIBILITY STUDIES LOAN {NO. 492-H-023) 

Project Description Consultant 

1. Mechanized Rice Production American Factors 
Study-(Palawa.n) Associates, Ltd. 

2. Developnent of Water 
Resources 

U.S. Bureau o"f' 
Reclamation 

3. Magat River Multi-Purpose U.S. Burec 
Project (irrigation, hydro-
electric power, transmission 

-···lines) 

4. Development of Rural. 
E1ectrification Service 
Co-ops 

5.; Pawer Grid Study 
{Mindanao) 

~~~~~~~~· 

National Rura1 
Electric Cooper­
atives Assn. 

1-4'.iddlewest Service 
Company 

Amount Date of Contract Status 

$135,269 2/12/68 

130,000 6/10/69 

212,500 5/19/71 

254,975 1.2/2/69 

1.43,063 7/25/69 

Completed - No specific action taken 
to date 

Scheduled completion 6/30/73 

Scheduled completion 6/30/73 

Completed; A.I.D. is lending $20 
million to the GOP to assist in 
financing construction ot apx .. 36 
rural electric co-ops, and is .srant 
financing technical. assistance to 
the National Electrification 
Administration for the further 
development and implementation of a · 
national rural electrification 
program. 

Completed; study. used as basis. tor 
ADB loan to GOP for power generation 
and transmission on the is1&Dd of' 
Mindanao. 



.. -·;·,~vincial Water System 
;Itt./ Pre-feasibility survey 

'1. Provincial Water System 
Studies (2nd phase of 
16 above). 

Irrigation scheme­
Laguna· Lake Region 
~or. PES, l'fEC & LLDA 

L:,Origi~ Authorized Amount: 
r~ .Deobllgated (2/19 /12) 
I~· Rerlsed· Loan .Amount 
L:~ .Total. Cammi tments 
!': ·': Unutilized 
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Consultant Amount Date of' Contract Status 

U.S. Dept. of Heal.th~ 
Education & Welf a.re 

35,000 

Adrian Wilson Int'l 389,000 
Assoc • ., & 
James M. Montgomery 
Consulting Engrs, Inc. 
(Joint Venture) 

Hydrotechnic 

$2,000>000 
270,000 

$1,730,000 
1,621,001 

$ 102.,993 

327,200 

6/24/70 

5/6/71 

7/7/72 

Completed; survey being followed by 
feasibility study ot institutionaliz 
ing a national plan for. assiattng 
provincial urban comm.uni ties ·in 
improving water supply services, 
including technical. and econad;.c 
studies of six specific canmunities 
{see Item 7 below) 

Schedu1ed completion 6/73 

Schedul.ed canpleti.on 2/T /74 



STATUTORY CHECKLIST 

The following abbreviations are used: 

A.TD-DLC/P-1083 

Annex' 2 
Page 1 ot 16 

FAA - Foreign Assistance Act or 1961, as am.ended, incorporating 
amendments ettected by the Foreign Assistance Act of 1971 

APP.-Foreign Assistance and Related .Agencies Appropriations Act, 1972/ 

1. COUNTRY Pr~RFORMANCE 

A. Prorr,ress Town.rds Country Goals 

L FAA Bft 201 (b) (5), 201 (b) (7i, 
201 (b} (8), 208. Discuss the extent 
to which the country is: 

(a.) Makinp; appropriate 
efforts to incrense food 
production and improve 
neans for food stora~e 
A.nu distribution. 

(b) Greo.tin~ rnvornble 
climate for forei~n nnd 
domestic pri vn.tt~ 
enterprise nnd inventMent. 

(c) Increasin~ the 
people's role in the 
development process. 

(d) Allocating expenditures 
to development rather than 
to unnecessary military 
purposes or intervention. 

(n) Food production is top priority 
or Mnrt~oa Administration vi th P'OA.l 

of achievin11: self-nufriciency in 
rice nnd corn and accclero.ted 
rwotiuctlon or livestock, po11ltry, 
firih t fruttn tmd vermt.nb1 r.n. Pln.nr. 
-11or C'!Xpnn(iP.n wnrchri11sin~ nnd din­
tribution or the increo.sed output 
of rr1dns nrc hein1~ prepared nn1l 
carried out with help rrom rnno lonn. 

( h) flee Ff\A ();lo( r•) ( 1) , pare ·~. 

(c) The rour-yen.r ar,riculturc proF,rnm 
is increasin~ the product! ve cnpnbili ty 
of Philippine fnrmcrn. Thn Presidential 
niM for CoT11111unity Development carries 
out prop;ru.mn at the bA.rrio ( villa~e) 
level throU1':hont. the PM, lippincn. A 
nncentrnlh.ation Act provil\inr. nore 
nut,onort,v t.o t.hc Provin~P vnn cnnctocl 
in 19t)'f. Provincinl nevclopmcmt Cmm­
cilo nrr! opcrnttnr: or beinr P.ntnhl lr.h()1l 
in rtrteen pilot Provinces. 

(d) More than 70% of th~ national 
budget is allocated to social and 
economic development. One-fourth 
of the budget goea to education. 



(d) in other free countries• 
affairs. 

(e) Willing to contribute 
funds to the project or 
program. 

(f) Making economic, social, 
and political reforms such as 
tax collection improvements 
and changes in land tenure 
arrangement; and making 
progress toward respect for 
the rule of law, freedom of 
expression and of the press, 
and recognizing the importance 
of individual freedom initia­
tive, and private enterprise. 

(g) Responding to the vital 
(~conomic, political, e.nd 
social conce:r:-ns of i ta 
people, and demonstrating a 
clear determination to take 
effective slef-help measures. 
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(d) nearly 10% to agriouJ.ture and natural 
resources, and almost 20i to transportation 
and communications. Less than 15% of the 
budget goes for national defense. 

(e) All local costs of the program will be 
financed initially be the GOP, and eventually 
by the beneficiary localities. 

(f) The GOP, ever since its establishment 
as an independent nation in 1946, has 
patterned its government at'tor that of the 
United States, adopting the same tldmoorat.ic 
principles and strongly support.ing a free 
and open society. On September 22 ~ 19'72, 

. President Marcos, citing a serious threat 
to the:Lr system from both the extl'emo let•t 
and right, invoked martial law and, ruling 
by decree, ordered an accelerated 1.mple­
menta t ion of essential reforms long needed 
to improve the efficiency of the government, 
to reduce widespread crime and co1•ruption, 
to speed development effQrts aimed primarily 
at improving the social and economic well­
being of lower income groups. OV1:.n• Lhc luu t 
five yea.rs tht! nuP has lm.:reased rev.muen 
tlu·ough improved o.dministration and n~1w true 
laws, the most rel.!1,mt being n sLubLLizat ion 
tax imposed on tradit.ionnl high level 
exports following the devaluation of the 
peso in 19'70. 

(g) As a result of the disastrous summer 
of 1972 floodfl, thP. Marcos' Administration 
has embarked on a large scale rocons t;:ttc tion 
program with the help of USAID. i'his proflr&m 
is directly meeting the needs of the devastated 
commWlities of Luzon. Included in the program 
are: a school reconstruction end 1;extbook 
programs as well ar. on road building, irriga .. 
tion and other infrastructure programs. 

Other self-help devel.oprnont programs aro 
rural electrification, water supply, 
irrigation, and rice production. 



B. ~tions with United States 

l. FAA S 620(c). Is the 
government indebted to any 
U.S. citizen for goods or 
service furnished or ordered 
whet>e: (a) such citizen has 
exhausted available legal re­
medies, including arbitration, 
or (b) the debt is not denied 
or contested by the government, 
o:r fc) the indebtedness arises 
under such government's, or a 
pr~deceseor's unconditional 
guarantee? 

2. FAA§ 620(d). If the loan 
is intended for construction 
or op~ration of any productive 
~nt~rprise that will compete 
with U.S. enterpr:isi:, has the 
count;ry agreed that ii· will 
1~r:: tabli sh appropl'io.te procedures 
to prevent l~Xport 1,o thi:.~ U.S. 
<'f' mnre than 20% of its entt>r­
pri.s<> 1 ::; annual prociu<•tion 
dHJ'll![~ the Hr~~ or 1:11 ... ~ loan? 

3. FM § 620 ( \') ( 1 ) • lln.s Lilt> 
eeiuntry 1 s goverrnnPiri.., o t' any 
ue;ency or subdlvt~Li.im tl1('l'«'oi', 

(a) nationalizt•d or 1.>xproprie.t;Pd 
prcpPrty ow1Jeu hy U.fJ. cit.lz•::>1u: 
Ol:' by any businPSS cmti ty not 
J.QSS them ~)Q'J~ b~·w:l'i dally owned 
by U.S. citizens, (b) tak<:n steps 
to r1:pudiate or nullify ex1atin8 
contracts or ugrP(·mc:nts with such 
dtizens or entity, or (c) imposed 
<.11' 1:nfc.;rced discl'imino.tory tnx~s 
or oth·:r r~xactions, 01· r1:strictl ve 
maintenance or op~rntion condltlons? 
If so, and more than aix months has 
<?lapsed since su.c:h occm·L·nee, i clen­
tify the document indicating that 
the goverruncmt, or approprlato 
agency or subdi vi a:ton tlw r(lof', 
has takt·n appropria.t(' steps to 
diacha.rgl~ :lts obligat:i.ons under 

l. No 

2. Not applicable. 
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3. rrl1c> Pnt•it.y Allll•mhnt•nt;, un 01·dimrn<:1• 
appi;>ndcd LP t.11~· Ph.l 1 lppiw.· Com;t.I L11t.h111 
on M1u·1.. .. lt [;:it l')lrf, und i>\'l\·l'Livt• l1,y il.t1 
terms until. Jnly 3, 19'fli, 1wrnritt1:.'d 
U.S. citizt•ns, as distlnguislw1l t'mm 
other alien~1, to acquh•(l and hold "public 
agricultural lo.ml" und t.o opC'rntc,- pub.Uc 
utilities wlth the same rights and pri­
vil~ges as dtizens of the Phi.Lipplnes. 
The Supreme Court of the Philippines 
has held that the right of U.S. citizens 
to acquiru and hold such property, to 
operate utilities and to oxport natural 
resourc~s wlll expire on July 3, 19711 • 
The GOP's intentions regarding thir; 
dechdun Ol'l.i! w1cli::ar, but at prusunt t.hun,~ 
is no indicatiCJn that th\3 GOP contomplat.uu 
any act cont;l'nvening FAA ft 620(e)(l). 



international law toward such 
citizen or entity? If less than 
six months has elapsed, what steps 
if any has it taken to discharg1.' 
its obligations? 

11. I•'AA S 620(j). Has +:-te country 
JJE·rm: ttr..>d, or failed to take ade­
qaat': measure to prevent, the 
'lt:1maw· or destruction by mob action 
c. :· TJ. s. r•roperty' and failed to 
·:af..•: appropriate measures to pre­
·;en-::: a recurrance and to provide 
ai~quate compensation for such 
damage or destruction? 

5. FAA § 620(1). Has the govern­
ment instituted an investment 
guaranty program under FM § 221 
(b )(1) fer the specific :ri.sks of 
:1.nconv('rt lbili ty und t•xpropriation 
{)r c1.1nfiscat ion? 

6. ~AA ~ 620(0). Fishennan's 
Prot0ctjve Act of 1954, as 
aJn(md(}d 2 Section ?. Has the 
country neiz(!d, or impos0d any 
11•mo .. Lty <)r sanctton against, any 
u.n. t'iuhlng v0ssel on account 
() r it fJ 1' i n h ing a<!i; 1 vi t"l r~s in . 
.i.rrLt·rnat i1;m.t.L water? Ii', as a 
r•!SU.l.t ()j' a St:izure, the U.S,G. 
has me.di? reimbursement under the 
i1rc1vi~i:ions of th•· l"'islwrman' s 
Prctc:ctiv0 Act and such amount 
has not been paid tn full by the 
s01.zing 1..•ountl',Y, id<mtiJ'y the 
dccum(·nta.tion whJ ch d0scribes 
how tl11.-• w:t thhold:i.11~ ol' assista.11t!C 
und~r· th1.:~ r"'AA has h01.:n or will be 
11ccomplished. 

7. F'AA 8 620(q). Hus the country 
h<..'r,·n in def'aul t, during the period 
In 1 ·xc0rm of six months, in 
1 •n,ym1 •nt to thi:• U. D. on any Ji'AA 
.I 1Jfln'/ 
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4. The GOP has takPn all .l'l'&Sotmhll• 
measures to protect U.S. propi.:-.rty. 
On infrequen·t occasion when damagt• 
has occurred, proper compensation 
has been made without delay. 

5. Yea. 

6. No. 

7. No. 



r. 
~. p?-_q(~).. Have dipl., .. 

mH.t t ·J t:r:lq,tii::>no bet;reen the 
cou.11 t :~y a,.ncl f;~1.e U.S. been 
cever-~rl? I·o:' 3;>, have they 
"Jecn ::-enew~rl? 

1. F~ ! fl:2.Q.(i).• Has the com1try 
i):: :·. r..i •).,•t .:~.13.l ly r-.'<lpreoonted at 
'lllY' i'.1t~i. .. 1m.tiona:i. conference when 
t'nJ. r.;pre~anta.tton inclurlad. 
.:.~l-l.l1.11.:'..11g 11.0 li ivi tie~ involving 
i.1'J1H'" mctir:m, ?r sub\rt.n.~aion 
dl:r~·:?~ ~;l ac;ainot th13 u.s. r.>r co\mtry 
L'.::ce:!:ft11g U .$. assiotan::o? 

2. ~~-~ .. 6?-.Q(a.).1 ... ;SE_<?.{n).• Ha..:J 
t":1i:.i '.?•:>~mtt>y sold., fur 11iohed, Qt' 

pr:1 ?.u:t ·~I; ~<l ships or aircra.f't under 
l ';n r.:;c;t.1try t.> '.l:::i.r.t•y ·to Cubn 
r.">r w·:irth Vi1;il;tm.rn ·v~·1."l13 ()f ~Ct1no1cic, 
~:L~t:ml',;", ~)r ol;hfJL" ausiJte.ncc? 

3. FAA~ 5:20'·.l'; J\."l'>. H t·.18. -· ·- __ ...,. _.\._/._ ............ !! ......... . 
Wh',~·~ is tho .:Jtatuo of the 
t,;1.)i.U'l'':.r.v'd ~J.N'. •Lil'.!;·;, ·v~3'1l.W"' 
mtJn.~;:;;; ·.Jr :;thi:.n· ohlt.,:s:i.t 1 .. :m:..>? 
D:1:-HJ ·b7:vl l:;a.n ~J.greemci;1t 1H.r 
:.1,·r1/ 1wr:i of r;'undG tr.> p<.\y TJ.'N. 
IJ.SSCnU:Ut:mi.;J 1 rlUJ:!Ll: <Yt' ;:i,:L'.''·.~~J.1~w 

:.1,~.;,;;. 

1. :rrAA. ~ f:)'~:J(t ). Ha.; the COU:'l.tt>;y 

·~ng1.l.f5l7<l i'n"·or prep<:'\1:-ed :f\)r a~­
,f"''1r.rni~fe inill t~1'.Y' eJ:'forta directecl 
a311.ii.'l:J~ the U.S. or countries 
?'"iU~~. rtn;J rJ • .cl. 11~ :Jt~:i t'U'we? 

2. ~ J!.~4.Q.(s).• Whu.t is {a) t;he 
!>S :~c®·ta.ge _ or. the c;:iu~1tr,y 's bucl0et 
rle;lro1;,e1l t;c) 1n1.li·te..t"y purpope;J' 
(b) ,..~h<~ w:lo•.mt of. t1v.; cowl·b r:y 1 J 

fc>'r.~·~1£?1 _ ~xi:~ha.nga r..Js(:mr~eu US<l'i 

t'o f.\1m11:t.r,'.t nt:Lllto.ry 1.H1u:tf?·.nenby 
:;,~··, { < ·.-'._.!' . . 

- -~-·-- ... ·- . ~ ·---~,., 

8. 
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Diplomatic relations-betwcou 
the cow1try and the U. s. 
have not been severed, 

2. No. 

3. Tito j;h·J.lip}>i1Hu LJ not in ·im'?1.!.u'I:.; 
w'LV·1 l"G:.)p!lct. l;q it.J :lmHJ, f;).fJ~JCStJ• 

:runtJ :)l." 1)!;!:1·::!' 1:i1J1. l3\l.1.1Y110 ~:' th!'1 
u.?J. '!'iL·! :i;;~\11 Asr1::H.31111:mt ~1nd 1li.:3-
burao:ncnt ,;.>r.,):Jl;)•lur::tu wll L •3'101V'•1 
l;!ui.t 1·1·1.11 f:'undi.{ ::t.t'"·1 11i;,·t; 1.13r,v.l. ·:'ot• 
,P!./ll1nL ·)r. U.'N'. nhl'!.!!;-?1.'l.t!)1l~. 

l. No. 

2. Annu.a.1. icfenaP. budgets o.ve-r.age l1':!as 
than 15~ of the n~hiono.1 lludge·t. 
Approxim!ltely one-third or th.la 

wnnw1t iJ for roan.1.t~nun'.:!'l .·,~ 

pc~ac a..vi:l order. Philippine f.'.orelon 
ex"!hunts~ reaou1•::s•:iu u131Jtl t·> ~0~1u:l:;-tfj, 

! 



Ras the country spent money 
for sophisticated weapons 
systems purchased since the 
statutory limitation became 
effective? 

II. CONDITIONS OF THE LOAN 

A. General Soundness 

Interest and Repayment 

1. FAA 9 20l(d). 20l(b)(2). 
Ia the rate of interest ex­
cessive or unreasonable for 
the borrower? Are there 
reasonable prospects for 
repayment? What is the 
interest rate during the 
grace period and during the 
period following the grace 
period? Is the rnte of 
interest higher than the 
countr1's applicable legal 
rate or interest? 

Financing 

L FAA ~ 201 ( b )( l) • To 
what extent can financing 
on reasonable terms be 
obtained from other free­
world sources, including 
private sources within 
the U.S.? 

Economic and Technical Soundness 

l. FAA I 20l(b) (2) • 20l(e). 
Is the activity economically 
nnd technically sound? 

Annex·2 
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military equipment are negligible. 
We know of no diversion of either 
levelopnent assistsnce or of PL 480 
sales to military expenditures. 
We are not awe.re of any diversion 
or Philippine resources for 
unnecessary militarr expenditUl"es. 

l. The rate of interest is 
considered reasonable and repayment 
ot the loan with interest is 
within the financial capability of 
the borrower. Interest through the 
grace period will be u:t the rate ot' 
2% per annum, and 3% thereafter. 
This rate io not higher thun the 
applicable legal rate o1' interest 
in the Phi.Upvirarn. 

l. Financing is not considered to 
be available from other sources on 
terms comparable to this proposed 
loan. 

1. 1be activity is economically 
and technically' sound. 



2. FAA I 611 (a) (1) • Have 
erXjlil.eer)JXj I financial r and 
other plans necessary t.o 
carry out assistance, ard 
a reasonable f inn estimate 
of the cost of assistance to 
the u.s., been cxmpleted. 

3. FM § 611 (b) ; App. § 101. 
If the loan or grant is for a 
water or related lard re­
sources oonstruction project 
or pIOgran, do plans include 
a oost-benefit cx:mputation? 
D:>es the project or px:ogran 
meet the relevant U .s. stan­
daro.s ard criteria used in 
detetmining feasibility? 

4. FM§ 6ll(e). If this is 
a capital .Assistance Project 
with U.S. financin:J in excess 
of $1 million, has the prin­
cipal A. I.D. officer in the 
country certified as to the 
country's capability effect­
ively to maintain and utilize 
the project? 

B. Relation to Achivanent of Country 
arid Re;Jional GOals 

Country Q:>als 

1. FM i 207, 28l(a). What 
is this loan's relation to: 

(a) Institutiol\3 needed 
for a dem:>cratic society 
arxl to assure maximun 
participation on the 
part of the people in 
the task of eoooonic 1 

developnent. 

Not applicable. 

AnneX ~ 
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3. This activity p1:.n' se dm1s lll)l. 

involve water 0rre1.ated land 
resources. Howeve1·, t1tudius of' 
such projects on programs to be 
financed under this loan will 
(i) include benefit/cost compu­
tations, and (ii) be based on 
relevant U. S. standards of 
feasibility. 

4. The princ:ipal A.I.D. officer 
in the Philippines has so 
certifiud (sec Annex IV). 

1. '11hcro ii> no direct reln tionship 
betwcon this loan nnd the insti­
tutionu referred to. 

(a) The GOP is try~ to brin:J 
many political, eoononic 
am social reforms in oon-
j unction with implanentir¥] 
an effec:tive ecx:m:::mic stabi­
lization aid flocxl rehabili­
tation progran. The loan 
will directly pIOVide im-
parted machines aid equipnent 
for the expansion of the 
Philig;>ines private sector ·which 
will 0e·e1igible fo:r.financi.n.J 
UlXler .·this loan. Othm:wise 
the direct relevance tO this 

W>h ls·ininimal.~ . '· ' --~~..:.:.:.. ... :. __ ...;. .. ;.:..,:~.;;;;.; . .z,'.·, .• : .. •, ,:_,'(:~•: ''..'.'.'[.: ·. 



(b) Enabling the country 
to meet its food needs, 
both from its own re­
sources and through de­
velopment, with U.S. help, 
of infrastructure to sup-­
port increased agricultural 
productivity. 

(c) Meeting increasing need 
for trained manpower. 

(d) Developing programs to 
meet public health needs. 

(e) Assisting other impor­
tant economic, political, 
and social developn~nt acti­
vities, including industrial 
development; growth of free 
labor unions; cooperatives 
and voluntary agencies; 
lmpruvement of Lransportatlon 
and conununication s,yntcms; 
capabilities for plannln1~ 
and pul,lic administratton; 
urban development; and modern­
ization of existing laws. 

2. ll'AA ~ 20l(b)(4). Describe 
the activity's consistency with and 
relationship to other aevelopment 
actlvities, and its contribution to 
realizable long-range objectives. 

s 3. FAA s 201(b)(9). How will the 
activity to be financed contribute 
to the achievement of self­
auetaining growth? 

4. FAA g 201(~). If this is a 
project loan, describe how such 
project will promote the 
c:ountry's economic development, 
tak f.nt·~ into account the 
~ount.:ry' n human and roo.terial 
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(b) Studies financed under this loan 
will in every case contribute to 
overall development and may in specific 
cases result in increased agricultural 
production. 

( c) .l'jo_J;li:t·r~c t relationship. 

(d) The loan Will have no direct 
effect on public health programs. 

(e) The loan will contribute to the 
country's economic development--and 
indirectly to the furtherance of social 
and political goals--by assisting in the 
identificut.:lun uml dovulopmont of a 
variety of p1·1ijcc tr. tlnd progrrunc which 
will bcnefi t th·J uconorey. Wheth1~r r:ueh 
activition w:ll.1 haVl' a 1U!'\~ct b1Jnr.lng u11 

the S}1l~d.r:h~ :w L.i vi Lie:: c:t Led emmoL n I 
this time be Liu L1.! t·miuud. 

2. This loan is being made in a 
multilateral context, and furthers the 
country's ability to achieve long-range 
development objectives through identifi­
cation of development projects and tlreas. 

3, Sec ~~. above, 

4. Sfw 2. above. 



resource requireroonts and the 
relationship between ultinE.te 
objectives of the project and 
overall economic development. 

Annex :~ 
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5. FAA ~ 20l(b)(3). In what 5. See 2. above. 

ways does the activity give 
reasonable promise of contrJ..-
buting to development of 
economic resources, or to 
increasing productive 
capabilities. 

s 
6. FAA s 281( d), How does the 6. This loan is not related to these 

program under which assistance ends. 

is provided recognize the parti-
cular needs, desires, and capa­
bilities of the country's pEJople; 
utilize the country's intellec-
tual resources to encourage 
institutional development; and 
support civic education and 
training in skills required for 

effective participation in 
political processes. 

[, FAA ~ 601(a). How will this 
loan encourage the country's 
efforts to: (a) increase the 
flow of international trade; 
(b) foster private initiative 
and competition; (c) encourage 
development and use of coopera­
tives, credit unions, and 
savings and loan associations; 
(d) discourage monopolistic 
practices; ( e) i.mprove tech­
nical efficiency of industry, 
agriculture, and commerce; 
and (f) strengthen free labor 
unions'? 

7, See 2. above. 



R. FAA liJ 202(a). Indicate the 
mnount of money under the loan 
which is available to encourage 
economic development through 
private enterprise; available 
to intennediate credit institutions 
or other borrowers for use by 
private enterprise; and being 
used to finance procurement from 
pri ·1ate sources. 

~· ?AA~ 611(a)(2). What legis­
:~~ive action is required within 
-::-.e re/~ipient country? What is 
::·.e bas is for a reasonable antici­
~ation that such action will be 
~ompleterl in time to permit orderly 

ar:complisrm1ent of purposes of loan? 

Annex 
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8. It is anticipated that the total 
amount of the loan will be used to 
finance procurement from private sources. 

9. No legislative action is r~qidred. 



Regional Goals 

1. FAA ~ 619. If this loan is 
assisting a newly independent 
country, to what extent do the 
circumstances permit such as­
sistance to be furnished through 
mu.ltila.teral organizations or 
pl11r:s? 

-:: . FAA § 209. If this loan is 
iirected at a problem or an 
opportu~ity that is regional in 
i:a.ture, how does assistance 
1mCT.er this loan enroura.ge a regional 
development program? What multi­
lateral assistance is presently 
being furnished to the coun.try? 

Relation to u. S. Economy 

Emplo~nent, Balance of Payments, 
Private Enterprise 

1. FAA~§ 20l(b )( 6); 102, 
What are the possible effects of 
th~f.: loan on U.S. economy, with 
2pecie.l reference to areas of' sub­
s tar. ti.al labor surplus 'l Describe 
the ex t:ent to wh:i eh assistance is 
c·"1~tituted of U.S. commodities 
and oervices, furntshed :in a manner 
consister.t wHh :improving the u.s. 
balance of pa~nent position. 

2. FAA~~ 612(b); 636(h). What 
:::eps have been taken to assure 
t!"..R.t. t<) the maximtun extent pos­
sible, foreign currencies owned 
by the U.S. and local currencies 
eontrtbuted by the country are 
utilized to meet the cost of con­
tractual and other services, and 
that u.s. foreign-owned currencies 
are utilized in lieu of dollars? 

Annex ~ 
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1. Not !lppllce.ble. 

2. The loan is not direcl:ed at 
regional problem. Howeve·r, It; ls 
being furn:l.shed in the cont;e:xt of 
multilateral a:ld to the Pll ilippines 
by a number of donors int!lu<Une; 
Japan, IBRD and the ADB. 

1. Although goods and servicer. of 
Code 9!~1 souree and odgin u1·e 
eligible for financinr, undol' the 
loan, it is anticipated that the 
actual procurement of non-U. S. 
goods and services will ba 
minimal. 

2. All local costs of contractual 
and other ~ervicos will be financed 
by the ClOP from their own r-u:rnureo::. 



3. FAA ~ 60l(d)j App. ~ 109. If thi~ 
loan is for a capital project, to. 
what extent has the Agency en­
couraged utilization of engineering 
and professional services of u. s. 
firms and theiraffiliates? If the 
loan is to be used to finance direct 
costs for construction, will any of 
the contractors be persons other 
than qualified nationais of the 
country or qualified citizens of the 

4. 

5. 

6. 

'7. 

u. s.? if so, has the required 
waiver been obtained. 

FAA ~ 608(a). Provide information 
measures to be taken to utilize 
u. s. Goverrunent excess personal 
property in lieu of the procurement 
of new items. 

FAA ~ 602. What efforts have been 
made to assist u. s. small business 
to participate equitably in the 
furnishing of commodities and 
services financed by this loan? 

FAA ~ 621. If the loan provides 
technical assistance, how is 
private enterprise on a contract 
basis utilized? If the facilities 
of other Federal agencies will be 
utilized, in what ways arc they 
particularly suitable; are they 
competitive with private enterprise 
(if so, explain); and how can they 
be made available without undue 
interference with domestic programs? 

li'AA d 611( c). If this loan involves 
a contract for construction that 
obligates in exccsLJ of $100,000, will 
it b~ on a competitive basis'? If not, 
are there fa.ctorc which make it 
impracticable? 

Annex ·2 
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3. See Item 1 above. 

4. Exee::a; p1·operty is not gunei·ully 
up.p1•upria te or prac ti cul for Ufw 

by consultants performing the 
nature of services contemplated 
for financing under this loan. 

5. Procurement of services (and 
related goods) will be carri~d out 
according to procedu..·es of adver­
tising and publicity which will 
afford U.S. small business the 
opportunity to participate equitab'lY. 

b. Services to be financed l.Ulder this 
loan wU .l generally be p0rformed 
by private firms (or ind:i.vidualo) 
on u contract busis. 'l'o the uxtent 
Ji'mkro.J. ugoncic.rn mo.y be ut..ilizc.:r.I, 
it will be in casun where it is 
ugrued thu.t such ngoncy rupre::;cmt:: 
fur o. uclec ted nc Li vi Ly tlll' mo:-; t 
practical source of oxportise and 
therefore not compc U ti vo, under 
the circumstances, w:lth private 
enterprise. Such services will be 
scheduled so as not to interfere 
unduly with domestic programs. 

7, Not applicable. 



8. s FAA s 60l(b). Describe the totality 
of effort tiy the P;.e-sident in host 
country to ertl:.OLtrage and facilitate 
participation of private enterprise 
in achieving the purposes of the Act. 

Procurement 

1. 

2. 

3. 

4. 

FAA ~ 604(a). Will cODDllodity 
procurement be restricted to u. s. 
except as otherwise determined by 
the President? 

FAA ~ 604(b). Will any part of this 
loan be used for bulk con:anodity 
procurement at adjusted prices higher 
than the market price prevailing in 
the u. s. at the time of purchase? 

FAA ~ 604(e). Will any part of this 
loan be used for procurement of any 
agricultural cormnodity or product 
thereof outside the u. s. when the 
domestic price of such commodity is 
less than parity? 

s FAA s 604(£). Will the Agency 
receive the necessary pre-payment 
certifications from suppliers 
under a commodity import program 
agreement as to description and 
condition of conunodities, and on 
the basis of such, determined 
eligibility and suitability for 
f:i.nanc:tng? 

D. Other Requirements 

1. 

2. 

s FAA s 20l(b). Is the country among 
the 20 countries in which development 
loan funds may be used to make 
loans in this fiscal year? 

s App. s 106. Does the loan agreement 
provide~with respect to capital 
projects, for u. s. approval of 
contract terms and firms? 

8. 
I 

1. 

2. 

3. 

4. 
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Private snterprise is 
being utilized to the maximum 
extent. practicable under this 
loan. 

Procurement of services and 
related commodities under this 
loan will adhere to the ~ent's 
directives regarding the untying 
of A.I.D. procurement as set 
·rort~h in applicable A.r.n Regu­
la ions. 
No. 

No. 

Not applicable. 

1. Yes. 

2. Yes. 



3. FAA i 620(k). If the loan is for 3. 
construction of a production enter­
prise~ with respect to which the 
aggregate value of assistance to be 
furnished will exceed $100 million, 
what preparation has been made to 
obtain the express approval of the 
Congress? 

4. FAA i 620(b). 62o(f)~ App. B 109(b). 4. 
Has the President determined that the 
country is not dominated or controlled 
by the international Communist move­
ment? If the country is a Communist 
country (including, but not limited 
in FAA~ 620(f) and the loan is 
intended for economic assistance, 
have the findings required by FAA 
~ 620(f) and App. ~ 109(b) been made 
and reported to the Congress? 

5. FAA§ 620(h). What steps have been 5. 
taken to insure that the loan will 
not be used in a manner which, 
contrary to the best interest of the 
United States, promotes or assists 
the foreign aid projects of the 
Conununist-bloc countries? 

6. App. ti !!Q_. Will any f1mds be used 6. 
to fins.ace procurement of iron and 
steel products for use in Vietnam 
other than as contemplated by § 1107 

7. l''AA ~ 636( i). Will any pu.rt of this '{. 

loan be used in financing non-U.S. 
manufactured automobiles? 11' so, 
has the required waiver been obtained? 

8. FAA ~s 620(a)(l) and (2), 620(p). 8. 
Will a.ny assistance be furnished or 
funds made available to the 
government of Cuba or the United 
Arab Republic? 
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Not applicable. 

The Philippines is not dominated 
or controlled by the international 
Connnunist movement. 

The loan agreement will contain 
implementation controls prohibiting 
such use. 

No. 

No. 

No. 

9. FAAS 620(g). Will any part or this 
loan be used to compensate owners 
for expropriated or nationalized 
property? If any assistance has 

9. No. 

been used for such purpose in the 
past, has appropriate reimbursement 
been made to the U.S. for sums 
,diverted? 



10. FAA H 201 (t). If this is a project 10. 
loan, what provisions have been made 
for appropriate participation by the 
recipient country's private enterprise1 

11. App. ~ 104. Does the loan agreement 11. 
bar any use of funds to PB\Y' pensions. 
etc., for persons who are serving or 
who have served in the recipient 
country's armed forces? 

:.2. MAA ~ 901. b. Will the loan agreement 12. 
provide for com}?1I8.nce with U.S. 
shipping requirements, that at least 
50% of the gross tonnage of all 
commodities financed with funds made 
available under this loan (computed 
separately by g~egraphic area for 
dry bulk carriers, dry cargo liners, 
and tankers) be transported on privately 
owned U.S.-flag commercial vessels to 
the extent such vessels are available 
at fair and reasonable rates for U.S. 
flag vessels? 

13. AJ?P: El 1?2· Have obligations fo1· 13. 
engineering and architectural 
fees and services over $25,000 on 
any one project been reported to 
Congress bi-annually? 

14. 'F'AA e 481. Has the President 111. 

determined that the recipient country 
has failed to take adequate ateps to 
prevent narcotic drugs produced or 
procured in, or transported through, 
such country from being sold illegally 
within the jurisdiction of such country 
to U.S. Government personnel or their 
dependents or f'rom entering the United 
States unlawfully'l 

15. APP ~ 111. Is the loan being used 15. 
to transfer funds to world lending 
institutions under FAA §Q 2U9(d) and 
251(h)? 
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A portion of the services to be 
performed can be expected to b~ 
accomplished through direct hire 
personnel and subcontracts witb 
orivate firms in the recipient 
country. 
Yes. The loan agreement 
will cover this requirement. 

Yes. The loan agreement will 
cover this requirement. 

Yem. 

No. 

No. 



16. App. g 501. Are any o.f these funds 
being used for publicity or propaganda 
within the United States? 

17. FAA~ 612(d). Does the United States 
own host country excess foreign currency 
and, if so, what arrangements have been 
made for its release? 

·~ ~AA t 6o4(d). Will provision be 
~~!~ fo~ ~lacing marine insurance in 
"::.a:: rJ. S. : f the recipient country dis -
~rimi~~tes against any marine insurance 
,..~ompa.r.y authorized to do business in the 
U.S.? 
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16. No. 

17. The Philippines is not 
an excess currency country. 

18. Yes. An appropriate 
provision will be included 
in the loan agreement. 



DRAFT 

CAPITAL ASSISTANCE LOAN AUTHORIZATION 

Provided from Development Loan Funds 
Philippines: Second Feasibility Studies Loan 
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:Page 1 or 2 

Pursuant to the authority vested in the Assistant Administrator, Bureau 
for Asia, Agency for International Development (hereinafter called 
"A.LD. 11

) by the Foreign Assistance Act of 1961, as amended, and the 
Delegations of Authority issued thereunder, I hereby authorize the 
establishment of a loan pursuant to Part I, Chapter 2, Title I, the 
Development Loan Fund, to the Government of the Republic of the 
Philippines {hereinafter called "Borrower") of nc>t t.o exceed Two Million 
Dollars ($2,000,000), to assist in financing the foreign exchange costs 
of services, equipment, and materials necessary t.'or the performance of 
economic and technical prefeasibility and feasibility studies, sectoral 
studies, market studies and other capital project-related activities in 
the Philippines. This loan is to be aubject to the following conditions: 

1. Interest Rate and Terms of Repayment 

This loan shall be repaid by the Government of the 
Republic of the Philippines within forty ( 110) years 
arter the date of the first disbw·semcnt thereunder, 
including a grace period of not to exce1:~d ten ( 10) 
years. 1l'he intere'; l on the unrepuid prtncipnl 
balance of' the loan r.hull be from the datt' of' th•.: t'i rl:l t, 
d:i.sbursement at the rate of two percent. ( 2%) per annum 
during the grace JH:r.iod and at thP rule: of' thr<:·l~ per­
cent ( 3%) thereafter, 

2, Currency of Repuymen t 

Provision shall be mncle for repayment of the loan and 
payment of in ter(~st in United Stat<~S dol1nrs. 

3. Other rrerms and Condition!!_ 

(a) Services and commoditiee financed under the loan 
shall ho.vo their source a.nd origin in countries 
under A.I,D 1 Geographic Code 9ltl (Belected Free 
World). 

(b) UnlesB A,I,D. shall otherwise ugree in writing, 
prior to the initial disbursement of loan funds, 
Borrower will nubmit to A,I,D 1 for its approval, 
a statement of the procedures which Borrower will 
follow in implementing the financing of studies 
and other eHeihle services to be financed hereunder, 



(c) The loan shall be subject to such other terms 
end conditions as A,I,D. may deem advisable. 

Date 
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Page 2 of 2 



CERTIFICATION PURSUANT TO SECTION 6ll(e) OF 
THE FOREIGN ASSISTANCE ACT 

ANNEX 4 

The principle officer of the A.I.D. Mission to the Philippines signed 
the required determ.inativn pursuant to Section 611(e) of the Foreign 
Assistance Act on April 30, 1973, as advised by State Department cable 
noo Manila 5003. Copies Of the actual signed determination will be 
available upon request from Office of Capital Development, Bureau for 
Asia, Agency for International Development. 


