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-The Small and Medium Enterprise Development'(SMED) Projct aims to
 
institutionalize an effective process, predominantly in the private
 
sector, to accelerate the growth of labor intensive small and medium
 
enterprises (SMEs) outside of Metro Manila. The project is being
 
implemented by the Ministry of Trade and Industry (MTI) in close
 
collaboration with major private sector associations, principally the
 
Philippine Chamber of Commerce and Industry (PCCI). This mid-term
 
evaluation (8/83-6/86) was conducted by a team of consultants who
 
conducted interviews with project personnel and project beneficiaries and 
field visits, supplemented by a review of the relevant project documents, 
in the five (9) SMED priority regions and in Metro Manila. The major 
findings and conclusions are:
 

(1) The unfavorable economic and political environment was a major
 
constraint to project implementation, especially the resulting budgetary 
constraints on GOP.
 

(2) While associations can be effecti.ve conduits for services to SNEs, 
the choice of the country's poorer regions (where these associations were 
necessarily weakest) as the areas in which to test this hypothesis
 
resulted in slower project implementation.
 

(3) Strengthening associations so that they can ultimately be effective
 
conduits to SMEs and to be providers of services to SMEs is a long-term
 
proposition; providing firm-specific technical and marketing assistance
 
may he a more successful way to assist SMEs in the short-term.
 

(t-)The decision not to do research and baseline analysis, and the lack
 

of clearly defi-ped policies and criteria for demonstration projects
 
undermined the project's implementation.
 

The following key "lessons" were noted:
 

(1) Project plans should be discussed with sufficiently senior GOP
 
officials to ensure acceptance of project strategies;
 

(9) Rolling design is not an effective, workable concept;
 
(3) Mutual understanding of the AID rules and regulations governing 

project implementation is essential at the onset of the project;
 

(A) Parameters/criteria for evaluation and approval of subprojects 
should he mutually agreed upon hefore project implementation is initiated. 
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A.., EVALiUATION SUMMARY PART 11
 

.7. ?.m? c =L-=warn , c= =I=-N;=,s My rat to t 3 pm .s p d) 

o Name of mission or office . 
o Pu-pose of activity (ies) evalqated
 
o Purpose of the Evaluation and Methodology Used
 
o Findings and Conclusions 
o Recommendations 
o Lessons learned 

SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

USAID-Manila
 
Evaluation of the Small and Medium Enterprise Development (SMED) Project

under Contract No. AHE-C-OO-60.9-O0 
suhmitted to USAID/Philippines

July 25, 1986 

The purpose of the SMED project is to institutionalize a process of
 
accelerating the growth of labor intensive small and medium enterprises (SMEs)

outside of Metro Manila. The process to be institutionalized is one where:
 

1) SMEs will he using increased extension services from private sector
 
sources to increase their productivity and efficiency;
 

2) The Government of the Philippines (GOP) will have taken active steps

towards increasing the private sector's role in providing direct extension
 
services for SMEs; 

3) The GOP will have an effective and self-sustaining program of policy

research, analysis and formulation; and 

A) there will be an active ongoing policy dialogue between the public and
 
private sectors on the SME issues.
 

This midterm evaluation at the end of the first phase of the project'was
specified in the project authorization, which stated: "Support for 
demonstration activities will be limited to those activities approved for 
initiation during a period of two years after the commencement of such 
support. Support for additional demonstration activities will be contingent
 
upon the results of a project evaluation appraised jointly with
 
AID/Washi noton." 

The principal methodology used in the evaluation were:
 

1) an examination of the economic and political context during project design

through project implementation; and
 

P) interviews and field visits, supplemented by a review of the relevant
 
documents, in the F SMED regions and in Metro Manila. 

Major Findings and Conclusions:
 

1) The unfavnrable economic and political environment was a major constraint
 
to project implementation, especially the resulting budgetary constraints on
 
GOP.
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2) While associations can be effective conduits for services to SMEs, the
 
choice of the dountry's poorer regions (where these associations were
 
necessarily weakest) as the areas in which to test this hypothesis resulted in
 
slower project Implementation.
 
3) Strengthening associations to be effective conduits to SM~s and to be
 
providers of services to SMEs is a long-term proposition; providing.
 
firm-specific technical and marketing assistance may be more successful in
 
increasing the demand for extension services in the short-term.
 

4) The decision not to do research and baseline analysis, and the lack of
 
clearly defined policies and criteria for demonstration projects- undermined
 
the project's implementation.
 

Recommendations:
 

1) support a redesigned Phase II of the SMED project with reduced funding;
 

2) re-focus the project, to concertrate on a limited number of activities
 
with clear linkages to project objectives. Retain the existing regions.
 
Projects initiated must achieve demonstrable success prior to extensive entry
 
to other regions; adjust the criteria for geographic extension possibly to
 
include the more growth oriented regions outside Metro Manila. Regarding the
 
sectoral focus, there should be more flexibility in the choice of sectors
 
depending on regional resources; 

3) incorporate in MTI a contractor who will train, assist, and support staff
 
involved in project development and monitoring systems;
 

6) provide -iore support to projects already initiated by technical
 
assistance, for example in training methodologies for SBIs, as well as by
 
research;
 

F) integrate the domestic market development and technical assistance efforts
 
into the overall framework of the institutional development component so that
 
they are more supportive of association development;
 

6) separate the micro-enterprise component from the SMED project either as a
 
completely different program to DO implemented by a naticnal PVO and/or
 
increase support to the co-financing program of USAID;
 

7) convert project funds to grant rather than loan and assess management
 

implications.
 

Lessons learned:
 

(1) Project plans should be discussed with the sufficiently senior GOP
 
officials to ensure acceptance of project strategies;
 

(?) Rolling design is not an effective, workable concept;
 

(3)Mutual understanding of the AID rules and regulations governing project
 
implementation is essential at the onset of the project;
 

(d)Parameters/criteria for evaluation and approval of subprojects should be
 
mutually agreed upon before project implementation is initiated.
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h) Slow disbursement of funds: As could be seen from the number of project
 
proposals submitted to AID and approved by the SMED-EC, the major bottleneck
 
was not a lack of subproject ideas, but a result of government disbursement
 
procedures which inhibited rapid release of funds.
 

i) A balance was attempted in the implementation given the original "rolling"
 
,design of the project, the lack of the required government funds, the amount
 
of money available, and the prevailing ministry priorities at the time.
 

j) The Ministry has some reservations on the recommendations stated by the
 
Evalbation T'eam spe'cifically on the Microenterprise Development Component
 
a n d the funding levels.
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EXECUTIVE SUMMARY 
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
 

Phil ippines
 

Evaluation of 
the
 
SMALL AND MEDIUM ENTERPRISE DEVELOPMENT (SHED) PROJECT'
 

July 21, 1986 

I. OVERALL PURPOSE OF THE PROJECT 

The purpose of the SHED project is to institutional izeprocess of accelerating the agrowth of labor intensivemedium enterprises (SMEs) outside of Metro 
small and 

Manila. The process
to be institutionalized is one where:
 

1) SMEs will.be usinq 
increased ext.nsion services from
private s.ector sources -to increase their productivitv.
and efficiency;
 

2) GOP will have taken active steps towards increasing the
private sector's role 
in providing direct extension

services for SMEs;
 

3) GOP will have 
an 
effective and self-sustaining 
program
of pol icy research, analysis and formulation, and.
 
4) there will be an 
active ongoing policy dialogue between
the public and private sectors.c:n 
the SHE issues.
 

Several constraints which 
inhibit
intensive SriEs have the growth of laborbeen identified, the major ones beingpassive attitudes of SIEs .theto change and 
their lack
manage resources, of skills toweak infrastructure support, weakexpertise of government and private extension 
industry 

constraints due service, andto government po1 icy and regulations.
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The project addresses these constraints by the following: 

1) 	 by developing and improving the 
capacity of private

sector institutions to directly provide and 
act as
 
conduits for the 
provision of extension services to
 
SMEs;
 

2) 	 by developing the capacity of GOP to obtain 
better
 
information 
on SMEs and to engage in effect~ve pol icy

dialogue with the private sector on 
issues affecting
 
SMEs; and
 

3) 	 by.developing in PVOs an 
increased capacity 
to assist

micro enterprises located outside Metro Manila through

credit 
programs, marketing assistance and management
 
training.
 

To carry these out, the project had three main components: 

1) institutional development component, which would
 
consist of extension 
services and demonstration
 
activities carried out jointly by 
SMED and private
 
sector groups such as PCCI. This was expected to

increase the capabil ity of private sector 
groups to
 
provide services to SMEs;
 

2) 	 employment and enterprise policy research, consisting

of research on 
SMEs 	and policies affecting SMEs,

dissemination of 
the research fihding, and training of
 
GOP staff; and
 

3) 	 micro-enterprise development component, consisting of
 
assistance to PVOs.
 

This 	project is related to 
USAI D's overall Country

Development Strategy Statement which 
identifies increased

productive employment 
as its overall goal. Some specific

strategies in the CDSS for 
achieving this 
are directly related to
SIED 	project, namely, () 
 the creation of 
more 	jobs in the rural
 
area 
(both farm and non-farm), and (2) promotion of 
higher
 
productivity among 
those already employed.
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II. PURPOSE OF THE EVALUATION AND METHODOLOGY USED
 

This midterm evaluation was specified in the original

project agreement between MTI 
and AID.
 

The principal methodology used 
in the evaluation were: 

1) an examination of 
the economic and political context

during project design through project implementation,
 
and 

2) 
 interviews and field visits, supplemented b>' a review

of the relevant documents, 
in the 5 SMED regions and in
 
Metro Manila
 

III. MAJOR FINDING AND CONCLUSIONS
 

1) the unfavorable economic and political envirorirnent was
 
a major constraint 
to project implementation,

especially the 
resulting budgetary c.onstraints on GOP.
 

2) While associations 'can be effective 
conduits for
services to SMEs, 
the choice of the country's poorer,

regions (where these 
associations were 
necessarily
weakest) as 
the areas in which to test 
this hypothesis
resulted in slower project implementation.
 

3) Strengthening associations to be 
effective conduits to
SMEs and 
to be providers of services to SMEs is a longterm proposition; providing firm-specific technical and

marketing assistance may be 
more successful in
increasing the 
demand for extension services in the 
short-term. 

4) The decision not 
to do research and basel ine 
analysis,

and the lack 
of clearly defined policies and criteria

for demonstration projects undermined 
the project's

imp emen tat ion.
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IV. RECOMMENDATIONS
 

I) support a redesigned Phase 
II of the SMtD project with
 
reduced funding;
 

2) re-focus the project, to concentrate on a 1 imi ted
number of activities with clear linkages 
to project

objectives. Retain 
the existing regions.. Projects
initiated must achieve demonstrable success prior to
extensive entry 
to other regions; adjust the criteria

for. geographic extension possibly to 
include the more
growth oriented regions outside Metro Manila. 
Regarding
the sectoral focus, there 
should be more flexibility in
the choice of sectors de ,ending on 
regional resources;
 

3) incorporate 
in MTI a contractor who will train, assist,and support staff involved in project development and
 
monitoring systems;
 

4) provide more 
support to projects already initiated by
technical assistance, for 
example in training

methodologies for SIs, as well as by research;
 

5) integrate the domestic market 
development and technical

assistance efforts 
into the overall framework of the
institutional development component 
so that they are
 more supportive of 
association development;
 

6) separate the micro-enterprise component 
from the SMED
project either as a completely different program 
to be
implemented by a national 
PVO and/or increase support

to the co-financing program of USAID;
 

7) convert project funds 
to grant rather than loan and 
assess management implications. 
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I. INTRODUCTION
 

The Small 
and Medium Enterprise Development (SMED) Project
has its origin in a study on 

rural enterprises 

the constraints and opportunities of
in the Bicol, Central Visayan and Eastern
Visayan regions, carried out 
by a Philippine consulting firm in
1980. 
 This review initiated the 
two year process of SMED's
project planning and design.
 

The SMED project found its principal 
theoretical
1982 paper by basis in a
a USAID consultant, Harvey Wallender, entitled
"Technology Transfer and Management 
Issues for New Enterprises."
Wallender establishes 
a model of the 
process of
making. In a firm's decision
essence, 
a firm must be able
alternatives to identify possible
in order to conceive o+
firm is doing and what 
the gap between what the
it can do. 
 For example, 
it is difficult
for a small handicrafts firm 
in Legaspi to conceive
Manila market will of what thq
buy, 
to say nothing of the 
LI.S. or- European


market.
 

As Wallender states 
in his paper:
 

"Of special concern 
is the lack of demand
generating programs that 
could stimulate firms to
more vigorously engage 
in technology change,.and
exploit available technology and management
assistance programs. 
To provide more: vigorous
demand oriented pro grams, efforts must 
be made to
involve more 
industry and firm specific manpower,
information, 
tools and techniques. 
These resources
will 
help reduce perceptions of risk and help firms
to clarify their opportunities and needs
 

Strong efforts need 
to be made to enhance private
and public networks that 
link firms, regions, and
cities. 
These networks are 
essential 
for the
normal 
exchange of information, concepts and other
experiences. " 
 (Wallender, H., 
 "Technology Transfer
and Management Issues", 
1982, p. 1)
 

This concern for 
increasing the 
demand generating capacity
in the small 
and medium entrepreneur 
is the basis for
approach of the SMED
using industry associations 
as the primary conduits
for the provision of technical services to 
small 
and medium
enterprises.
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In 1983, the Ministry of Trade and Industry (MTI)in
collaboration with 
the U.S. Agency for International Development(AID) initiated the Small 
and Medium Enterprise Development
Project. 
This project is financed with $15 million from AID
($13.5 million in loan 
funds and $1.5 
million 
in grant funds) and
$5 million in Government of the Philippines counterpart funding
as well as an estimated $10.2 million 
in counterpart funds from
the private sector. The loan portion 
is repayable in forty years
with an interest rate of 
2; for the first ten years and 3X
 
thereafter.
 

From its inception, 
this. project was to be implemented on 
a
"roll ing design" basis, 
in which the specifics of the design of
the actual subproject activities would be 
determined as
project progressed. Given 
the
 

the fluidity of the design, 
the
project was 
to be undertaken in two phases: the first, with 
a
concentration on institutional development and the 
second, with a
greater emphasis on the 
provision of services.
 

From 1983 to mid-1986, $474,073 
in AID funds for the SMED
project have been committed. (Plea=.e

the 

refer to Appendix 1, for
specifics of project authorizations and disbursments.)
effect, 
a very liimited proportion of project funds have been 
In
 

rel eased.
 

A precondition 
 for the release of funds for Phase II in 1987was a mid-term evaluation. 
 This evaluation was carried out 
over
a five-week period in June and July 1986. It was anticipated
that the evaluation team would include three professionals and aresearch assistant. 
AID funding constraints r:educed the team to
two professionals and a research assistant. 
 (Please refer to
Appendix No.8 for 
the Scope of Work of 
the Evaluation).
this period, interviews were 
Over
 

carried out with AID Washington
staff, with concerned parties 
in Manila and 
in all five
 
subproject regions.
 

This evaluation of 
the SMED project could not 
have taken
place without the very generous and valuable support of 
the SMED
and AID staff, particularly Ms. Zoila Pedro, Mr. 
Mike Hauben, Ms.
Amy Rosete, among many, many others. 
 In addition, I would like
to take this opportunity to 
thank Mitchell Katz, a LUSAID 
Intern,

for his research assistance..
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II ECONOMIC AND POLI I CAL CONTEXT 

An evaluation of 
the SMED project 
is only possible within
the context of the 
economic .nd political environment during the
period in which the project a. beir designed through the period
of implementation.
 

When the project was designed in 
1982, the structural
problems of the 
Phil ippine economy were 
only beginning
recognized. to be
After experiencing an 
average annual growth of 
6.2Y
(GNP, real terms) in the second ha'f of 
the 1970's, GNP growth in
the Philippines decelerated to 
3.2% per annum in 1980-82.
 

The deterioration 
in economic conditions was due
external to both
and internal problems. Following the 
second oil crisis
of 1979, oil prices increased while primary commodity prices
declined, mainly because of 

The 

the recession in the developed
economies. 
 result was a deterioration 
in the country's terms
of trade. The Government response was 
to resort to external
borrowing 
to finance 
the increasing expenditures. About half of
the country's external 
debt was contracted after 
1979. The
increase in external indebtedness, compounded by high 
interest
rates in 
the w6rld financial 
markets, accelerated 
the
deterioration of the country's financial 
corditi0ons.
 

Nevertheless, with 
the expansion of 
the public sector
main as the
vehicle for stimulating economic 
activity, and 
the
maintenance 
on an increasingly over-valued peso, positive 
if
decelerating growth rates were maintained, and 
inflation was kept
down. Al though the country's financi al 
markets were 
shaken' in
early 19SI when 
a prominent businessmen fled 
the country with
major debts, quick action by authorities kept interest rates and

credit availability in 
control.
 

The SMED agreement was signed on August 25, 
1983, only four
days after the assasination 
of 
former Senator Benigno S. Aquino
as he returned to 
the Philippines from exile 
in the United
States. 
This event subsequently proved 
to be the watershed in
terms of precipitating an 
economic 
and political crisis that was
to eventually bring about 
the fall 
of the Marcos government.
 

Capital flight 
in the wake of the sudden change
political situation in the
resulted 
in massive foreign exchange deficits
that could not 
be offset by a drawing-down of 
international
reserves. 
 Credit 
lines from foreign banks were 
reduced and 
in
October 1983 the 
government was forced 
to seek a moratoricm on
external 
debt payments and begin negotiations for 
a debt
 
restruc tur i rig. 
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The rescheduling was not finalized until December 1984. 
 In

the meantime, the immediate result of 
the debt moratorium was a 
drying up of normal trade credits. The peso was also devalued by
almost 50Z. As a result the real valu.e of imports fell by 16. in
 
1984 and by 
a further 23. in 1985. In an economy highly

dependent on imported capital 
equipment and raw materials, the
 
effect, especially on manufacturing activity, was severe. For
 
the first time in four decades there was a decline in real GNP
 
(by 6.8:. in 1984 and 3.8. in 1985). Inflation also rose to
 
record levels. Per capita real GNP shrank by neai ly 15%. since
 
1983 (a set-back of about 10 years). Financial markets were
 
shaken and credit sources dried up as interest rates rose to as
 
high as 40. for corporate borrowers. The government came under
 
severe budgetary constraints both 
as a result of the shrinking of
 
its revenue base and as part of the IMF stabilization package

which included ceilings on government budgetary deficits,

external debt levels, and credit 
expansion.
 

The worsening economic and financial conditions were fur'Zher
 
complicated by the pol itical environment. Widespread political

demonstrations, elections for 
the Batasan (parliament) in May

1984,'the deteriorating health of President Marcos, the
 
commission investigating the Aquino assasination, all contributed
 
to rising political uncertainties. 
The result was a declin. in
 
business confidence and the 
departure of many multinational
 
corporations and foreign investors. In 
1984 and 1985, gross

domestic capital formation declined by 36. and 21., respecti'vely.
 

The situation continued to deteriorate, coming to a head in
 
the last months of 1985 when President Marcos called a snap

ele'ction that was held in February 1986. 
 This set in motion a 
train of events that eventually culminated in the four-day

revolution and the departure of President Marcos at 
the end of
 
February 1986.
 

-The installation of a new government brought al*ong a new set
 
of dislocat-ions with 
a major reshuffle of government personnel as
 
well as economic policies. Mr. Jose Concepcion became Minister
 
for Trade and Industry in March 1986, 
a new deputy minister for
 
small business and domestic 
trade was appointed in early July

1986, and the entire ministry is undergoing a major
 
reorgan izat ion.
 

Hence, while the design of 
the SMED project presupposed a
 
reasonably -table business, economic 
and political environment,

this was not 
the case during the entire implementation period of 
the project up to the evaluation in mid-1986. The economic and
political problems of the past 2 1/2 years affected both the
 
ability of the SMED office to implement the project as well as
 
the ability of the private sector, especially small and medium
 
enterprises (SMEs), to respond to 
vari'ous programs.
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---------------------- ------ ------ ------

SELECTED PHILIPPINE ECONOMIC INDICATORS
 

1982 
 1983 
 1984 
 1985
 

*1 	Income and Expenditure
 
(Revised April 
1986)

(P mil at constant 1972 prices)
 
1. GNP 


98,568 98,619
2. GDP 	 91.931 88,432

99,631 99,928 
 94,214 98,469
 

a. by Industrial 
origin
Agri/Fishery/Forestry 

25,465 24,845
Industry 	 25,409 26,010

35,916 35,955 32,159
Services 	 28,888

37,658 39,128 
 36,646 35,579
 

b. 	by Expenditure Shares
Personal Consumption Exp. 
 63,329 65,348
Govt. 	 66,833 66,162
Current Expenditure 
 8,978 8,698 8,255
Gross Capital Formation 	 8,285

26,764 24,923
Exports 	 15,851 12,565

18,778 19,262
Imports 	 20,846 19,351

18,984 21,746 18,175 
 13,995
 

3. GNP per capita (P) 
 1,943 1,895 
 1,723 1,618
 

II Prices
 

Interest Rates
Manila Reference Rate, 98 
days 15.31 15.183 24.251 
 21.268
 
Exchange

average) Rate (P/US$, Jan.-Dec.
 

8.577 
 11.113 
 16.699 
 18.687
 

Consumer Price Index (all items) 
(1978 = 188) 

a) 
b) 
c) 

Phil ippines 
OutidMeto 
Outside Metro 

Maninla 
Manila 

173.2 
176.2 
172.6 

198.5 
195.3 
189.6 

286.4 
291.5 
285.4 

352.6 
351.9 
352.7 

Wholesale Price 
Index
(Metrb Maniia) 

176.3 
 208.1 
 346.5 
 489.3
(1978 = 180) 

Source: National 
Economic 
and Development Authority (NEDA)
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III 
 MAJOR HYPOTHESIS AND RELATIONSHIP
 
BETWEEN PRINCIPAL INPUTS, OUTPUTS AND PURPOSE 

The ultimate goal 
of the SMED project is to enhance the
growth of labor-intensive SMEs. 
The hypothesis is that SME
growth outside Metro Manila can 
be accelerated and sustained by
(1) improving information flow and assistance, and 
(2) improving
policy and the institutional environment 
in which rural SMEs
operate. It is assumed that growth 
in SMEs will 
in fact increase
productive employment 
in the targetted areas outside Manila.
 

This hypothesis was to be tested within 
the framework of
private sector institutions. 
 Hence the immediate objective of
the SMED project was 
to be a catalyst in increasing the
capability of 
private sector institutions to carry out the task
of assisting in the 
growth of SMEs. Therefore the project paper
saw private sector 
institutions a5 being the chief 
source of
as.sistance and conduit 
through which assistance is provided, as
well as 
the focus and principal beneficiary of the project.
Implicit 
in this decision is the hypothesis is that these
services can 
and should be carried out by private sector
institutions, thereby (1) minimizing the 
burden on the public
sector 
and (2) ensuring efficiency and sustainability.
 

The decision was also made 
to carry out the experiment' inthe poorer regions of 
the country, thereby addressing concerns of
AID's Country Development Strategy Statement (CDSS), 
and within
those regions, to choose industries with the *best growth
potential and employment generation prospects.
 

The measure of success 
is that when the project is
completed, a process will 
have been institutionalized which

characterized by the following: 

is
 

1. labor intensive SMEs will 
be using increased extension

services from private sector 
sources to increase their
 
productivity and efficiency,
 

2. 
 the Government of the Philippines (GOP) will 
have taken
active steps towards increasing the private sector's role 
in
the provision of 
direct extension 
services targetted for
 
SMEs,
 

3. the GOP will have an 
even more effective and self-sustaining
program of 
policy research, analysis and formulation, and
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4. there will 4
be an active on-going policy dialogue between thepublic and private sectors on 
SHE issues leading to a much
greater role for 
the private 
sector in helping to attain 


increased productive employment. 
the
goal of 


In evaluating the 
SMED project at 
this mid-point, it is
importanc- to bear 
in mind various factors which constrain both
the ability of the government and the 
private sector 
to carry out
their assigned tasks, 
as well as the ability of 
SMEs to respond
to project inputs. 
 The paper by Harvey Wallender cited earlier
gives certain major constraints/factors which 
affect the ability
of SMEs to respond to change agents. These should *be considered
in designing project 
activities:
 

1. weak industry expertise of 
GOP extension service
2. inactive SMEs, passive attitude of SMEs

3. weak regional 
technical infrastructure
4. little extension outreach 
outside Manila of 
existing


business and professional associations
'5. 
 lack of basic planning and marketing skills in SMEs
6. lack of basic financial control 
and administrative skills
 
within SMEs 

7. passive attitude regarding risk taking
8. excessive regulatory requirements of the government
9. weakness of general 
technical information channels and sources18 poor access of regional SMEs to technical inputs, criticalraw materials and equipment, special incentives.
 

Therefore, for 
a project on. SMEs 
to be 'effective, it must
provide a mix of 
services to deal 
with these basic needs and
contraints 
in SMEs and in the system. Under the 
SHED Project,
these services will 
be delivered 
through associations and other
institutions, thus strengthening 
these institutions 
as effective
channels 
to SMEs. In addition, and of equal 
importance,
generation of is the
a need or desire on the part of SMEs 
to avail of
these services. Given 
the passive attitude of SMEs 
to extension
services and their 
resistace to change, 
this latter function is
an essential part of 
the project's success.
 

The SMED project paper has a means-end schematic (SHED
Project Paper Annexes, "FI 
Technical Analysis")which 
is useful
visualizing the relationships of 
in
 

(I) developing the services to
be provided, (2) the 
need for effective c.hannels, and (3) the
ultimate benefits to 
the SMEs. It identifies certain distinct
tasks that have 
to be performed:
 

I. the project must 
uncover 
the best means to strengthen
different associations so that they become a major channelfor reaching the firm
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2. along with identifying this channel, 
SME needs must be
 ..diagnosed and an 
appropriate mix of 
extension services
designed which will 
help relieve the constraints to change
 

3. these extension services must be 
such that 
they result in a
more vigorous demand for change 
that c0n be related toavailable technical 
assistance 
resources.
 

Thus 
the mix of services serves 
two functions:
 

1. it strengthens associations and other 
institutions so 
that
they 
can be more effective channels 
to SMEs
 

2. it provides services needed to 
improve SMiEs.
 

Project Outputs and Inputs
 

The project has three 
planned outputs which mutually support
the achievement of 
the purpose of the project:
 

L. Private sector institutions, primarily PCCI
trade and industry and
associations, will 
have improved capacity to directly
provide and act 
as conduits for 
the provision of extension
services and demonstration activities to 
SMEs and to
represent 
SMEs in policy dialogue with the private sector

2. Public sector institutions, primarily MTI, will
improved capacity have
 
to obtain better information 
on SMEs and
to engage in ef-Fective 
policy dialogue with 
the private sector
 

3. Private sector institutions, primarily PVOs, will 
be better
able 
to assist micro enterprises through credit, marketing

and management training programs.
 

Corresponding to these three outputs are three projectcomponents: institutional development, employment and enterpris.epolicy research and micro enterprise development. 
Their total
estimated costs from all 
sources are 
$24.7 million for
institutional development, $2.1 
million for research and $3.4
mill ion 
for micro enterprise development.
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I. Institutional 
Development Compone'nt
 

This component will

private sector 	

develop and improve
institutions to 	
"he capacityof


conduits for 	 directly provide and act
the provision of 	 as
specific elements going into 
ex.tension services to 
SMEs. 
 The
this which the
are 	 project will
extension service/demonstration 	 finance
 

being to 	 activities,
create 	 the objective
in both PCCI
associations the capacity 
and industry and service
to directly provide
act as 
the conduit for 	 some services and
the provision of 
extension services.
 

The primary SMED 
inputs are
build capacity a mix 	of technical
in the associations-to help 	
services to
them organize, develop


activities. 

and deliver extension services and sponsor demonstration
The primary input 
in financial
for demonstration activities and extension 

terms is financing

needs analysis. services, specifically

improve 	

Other major inputs are workshops and training
the capacity of 
associations and MTI 	
to
 

personnel,
monitoring and implementation 
assessments.
 

The second part of 
the institutional
is the 	 development component
improvement of mechanisms whereby the private sector,
including SMEs, engage 
in policy dialogue with
Primary inputs from SMED are:	 
the public' sector.
 

a. technical 
assistance from MTI
contractor focused on 
and the general


identifying policy constraints 

growth, to
 

b. 	 workshops and seminars focused on specific policy issues 

C. information from EEPR component.
 

In order 
output, 

for. these inputs to contributethe project calls for 	 to the desired 
(primary through 	

"hands'on, participation by PCCI
its Committee
Enterprises) with MTI 	
on Cottage, Small 
and Medium
and the general
strengthening associations during the 	

contractor in forming and

project implementation.
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2. Employment and Enterprise Policy Research 
(EEPR) Component
 

The. output expected in. this area is that by the end of the
 
project, GOP and the private sector will have more 
effective
 
systems for gathering more information oh SMEs, a better
 
understanding of the factors affecting the growth and
 
productivity of 
SMEs, and there will be an effective pol icy

dialogue betv,.en the publ ic and private sectors regarding
 
government policies and programs affecting SMEs.
 

Inputs to achieve this are various research studies,
 
information dissemination, and training, which would al'l 
 have a
 
direct impact on the achievement of the desired outputs.
 

3.. Micro Enterprise Development Component (MEDC) 

The outputs expected are that 
PVOs will be better capable of
 
assisting micro enterprises with credit and various training
 
programs. To achieve this SMED was 
expected to provide financing 
to micro enterprises primarily through PK)Os; as well as provide

technical assistance 
to PVOs to help improve their extension
 
capabilities.
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IV SMED IMPLEMENTATION PROCESS
 
.7 

This section r'eviews the process of 
implementing the
project. 
 It includes a historical 
overview and discussion of
factors affecting project implementation; 
a review of subproject
identification, design, implementation 
and monitoring; and a
discussion of 
budgetary contraints to 
project implementation.
 

A. MANAGEMENT OF THE SMED PROJECT
 

In the.project paper- it was forseen that the organizationalstructure of 
the project would be complex. This results from:
(1) the complexity of the 
task, i.e. that of expanding the role
of private associations in the provision of extension services,
(2) the relatively large number of publ ic and private nati onalorganizations and their 
corresponding regional 
affil iates, and
(3) the important role of a private general contractor as a

facilitator 
in the process.
 

The project paper envisioned that an Executive Committee anda Management Implementation Secretariat (MIS) would play central
roles in the project. The role of the Executive Committee 
was to
roview and approve annual 
extension and demonstration programs
submitted through 
PCCI by regional associations, and 
to monitor
and approve research proposals and micro-industry proposals from
private voluntary organizations (PVOs). 
 The MIS, on the other
hand, was to be responsible for 
the day-to-day operations of
SMED, coordinating activities for research, 
institutional
development, extension services, demonstration activities and PVO
 
progr ams.
 

In terms of implementation, Phase 
I (from Project Agreement
signing to 
the midterm evaluation) was to 
consist of three
 
stages:
 

Stage 1  from project agreement signing until 
the conditions
 
precedent were met.
 

Stage 2  from the completion of the conditions precedent until
the availability of AID financing. 
This would include
the preparation of 
the 1984 budget plan, the

preparation of 
the scope of work for 
the general

contractor and 
the baseline data contractor, and the

search for the general contractor. 

Stage 3 - the project proper., when the general contractor was inplace and full implementation of the project would begin. 
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A discussion of 

SIED how 

the management and operational aspects ofand the> developed can logically be brokenphases, the first 
down -into two was the pre-implementation stage
signing of from thethe agreement between MTI and AID theto appointmentof an Executive Director 
in MaX' 1984, and the second from May1984 up to 
the present.
 

Pre-Implementation Phase
 

At the start, SMED was a project of theM'edium Industries (BSMI). 
Bureau of Small andThe initial months i,ere spent inmeeting the conditions precedent, which were finally1984. The conditions precedent consisted of 

met in March 
the legal opinion,signirg of the Memorandum of Agreement (MOA) between MTI-PCCI
completion of the overall imp'lementation plan, completion of
micro-component thepl an, and sel ection of 
a program director (thiswas met by having an acting director.)
 

During this 
time also bids for a general contractor for themicro enterprise development component were 
received from a
number of 
groups, including the 
University of 
the Philippires-
Institute for Small-Scale Industries (UPISSI),
Business Phil ippinefor Social Progres.s (PBSP),
Foundation (EDF), 

Econormid Development
and Asian Institute of Management (AIM) 1 but noaction taken. 

Regarding the General Contractor for the project asthe concept and exact a whole,task of 
the General Contractor was
since there had no unclearbeen experience in the Ministry withof arrangement. this typeSo action on 
this was also delayed by 
the
 
M ir i str>'. 

Orientation mrreetings were held in SMEDthe regionspubl icize SMED, financed with a 000 
to

$10, pre-implementation grantfrom AID. Meetings were attended by.BSI along with
representatives from PCCI , the Phil ippine Chamber of Handicrafts
Industries (PCHI ) and others. 

The pre-implementation workshops started with discussions
about SMED project components, after which regional people wereasked what projects they wanted and discussion groups were 
formed
to make recommendations. 
The results of 
these workshops were
generally requests for 
training (technical 
and managerial),
financing and marketing assistance. 
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The Executive Committee was 
convened in
chaired by the December 1983Deputy Minister of MTI , and includingMinisters the Deputyof NEDA and the Budget, the BSMI Director.,representative, an AIDthe PCCI President, and (in 1984) the Presidents
of PBSP and AIM.
 

The Executive Committee held meetings monthly
1983, in December
and January, February and March 
1984.
an Executive Director was 
Shortly thereafter,


appointed and the 
Executive C:ommittee
became much 
less active. 
 At the meeting in August .1984 the
Executive Committee decided 
to meet quarterly 
instead of monthly.
 

An 
interim'MIS was constituted ard remained active from
December 
1983 through mid-1984. The interim MIS met weekly
during the 
period when 
it was formulating the
implementation plan which 
overall
 

was part of the conditions precedent.
 

Re-Orientation and 
Implementation
 

An Executive 
Director was 
appointed 
in May 1984, with the
concurrence 
of the Executive Committee.
 

At that point, 
SMED was upgraded to
without any line 
a regular project office
functions, which was 
attached to
the Minister. the Offi e ofThe position of 
project director was
an Executive Director who also became 

upgraded to
 
a regular member 
of the MTI
Management Committee.
 

In mid-1984 
the bidding for 
an association basel ine
was won survey
by Sycip, Gorres, Velayo and Company (SGV); however,
was never implemented. this
(The funds were subsequently used for
Operations Review carried the
 out by SGV.)
bias of At around this point,
the then Minister of the
Trade and Industry against
seems research
to have became an accepted fact. 
 Another major bias of
Minister which was the
to play a key role 
in the implementation, cf
the project was 
the bias 
towards exports and export promotion.
 

Shortly after 
the new Executive 
Director
message was passed down from 
took over, the


the Minister that there would be
general contractor. no
Among the factors for rejecting the
a General Contractor were idea of
that MTI felt that
duplication of it would be a
the SMED project office. 
 Furthermore,
of a top the hiring
level director seemed 
to conflict with
General Contractor which would "provide many of 
the notion of a
 

into the project, both 
the key inputs
in terms of 
project identification, design
and implementation,. 
 The presence of 
a long-term contractor
(especially one with major foreign components) 
in a gokernment
 

13
 



office was also problematic. Hence 
SMED delayed implementation
 
of this.
 

By the second quarter of 1935, however, it was obvious thatthe hiring of a General Contractor for the entire project couldno longer be delayed. AID applied pressure tc hire a generalcontractor largely by refusing to release an>' more money from theproject's grant portion. The project's grant portion wasrealigned to include, among others, an allocation of $608,000 forthe general contractor (from $70,0110 as. approved in PIL #21).There was also a change in the terms of reference for- the generalcontractor to one where there woulc be several technicalcontractors, playing largely a sector-specific and project
identification role.
 

At the end of 1935, MTI and 
 AID formally agreed to the scopeof work of the general contractor. In January 1986Minister signed the Deputya project agr'eement authorizing AID to proceedwith the 
contracting arrangements. 
 These contracting arrangements
have been kept on hold pending the completion of the'evaluation. 

Early in the implementation of the project the decision wasmade to concentrate efforts in Region I.I. SMED's limitedmanpower 
was concentrated 
in Region II, 
whereas efforts 
in other.
regions were delegated to the Small Business Assistance Centers(SBAC), the 
regional counterparts of 
BSMI. The justificationwasM that SED had limited funds, and Region 
II (being a difficult
region in terms of the availability of government support) would
serve as a demonstration 

developed in Region 

of SMED capabi I i ties. Projects

II were expected to serve as models for other
 

reg i onis.
 

SHED was. designed to have very limited manpower (pleaserefer 
to section on staffing), 
and so it was necessary for other
MTI urii.ts, especially BSMI-SBAC staff, toin regions. implement SHED projectsSMED saw its role as one of proposing ideas, whichSBACs and private sector, proponents would translate 
into
proposals and eventually implement. 

In the second semester of 1984, ,n MTI Project
Identification Committee, composed of Deputy Minister Leviste andDirectors of 
the 
Bureau of Industrial Development, Bureau of
Domestic Trade, BSMI, 
and SMED, was formed. 
The idea was to come
up with an. integrated Ministry-wide program for SMEs, poolingtogether all the different fund sources, rather than each bureauhaving its owri projects and some bureaus having more funds thanothers. After identification, projects were to go to a ProjectEvaluation-Committee. As. a result, SMED project implementationwas slowed down. 
 These 'committees seem to have died a natural, 
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In 
early 1985, SMED perceived that
problems. It PCCI was havingwas also felt internalthatconcerned the national chambersonly with Metro Manila, were 
development and were vaguein the region. SMED felt 

about project 
coherent national that it could not getprogram from aPCCI,
offered being Trade 

the only national projectand Industry Irformation Exchange
There were also no chamber (TIIE).developmentdecided to plans. Therefore,work only wi th regional chambers 
SMED 

industries of commerce(CCIs) and andwent ahead with projects in the region, 

SMED also perceived that PhilippineIndustries (PCHI) Chamber of Handicraftwas
International Trade 
having conflicts with Center for
Exhibits and Missions (CITEM)thrust of government funding. regarding theFurthermore
with there werenational sectoral associations, problems 

Industries of 
Chamber of Furniturethe Philippines (CFIP) and PCHI
the SMED Project Office proposals becausefel t that the>, werewell structured. unreal i st ic andPartly as nota result of
decided these problems SMEDto work mostly with regional associations.
 

was 
Funding 

on 
wJas also always a problem. 1983
riot Inthe regular GOP budget (due to the 18 

and 1984 SMED 
necessary for projects to be 

month lead timeincluded
SMED was included on 
in the budget). In 1985
the regular GOP budget;
semester of however, by1985 GOP budgetary problems were 

the last 
December becoming severe.19E5 through mid-198 fund By.
elections and the releases were heldsubsequent revolution and change 

up by
(See separate in Qovernrent,section orn budgetary constraints.)
 

The election, 
 and subsequentgovernrrient also revolution and change thehad major impact on the in 
last month of project starting from1985 through the thepresent. new ministeroffice Thein March 19586, the tookSMED Executivethat month, and his Director resigned laterdeputy resigned atMinister for the end of June.small business A Deputywas appointed only in the first weekof July 1986. 

Factors Affecting Pr'ojeci Implementation
 

Among the 
 critical factorsimplemertation affecting the successfulof SMED were changes,certain operational in the project design anddifficulties. The major changes in theproject design were: 

1. the up-grading of SHED into a projectreporting office directlyto the office of the Ministerdecl ine in the role and the subsequentof the private sector in the project -
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When SMED became 
a regular project office of the ministry,
the Executive Committee 
played a much diminished role 
and
the MIS evolved into a consultative body, making comments on
presentations, rather 
than 
having a substantial input into
project design, implementation and mrnitoring. 
The
priorities of 
the government 
came to dominate 
the activities
of SMED in 
a very directive way. 
 The tangible impact 
was
the absence cf any substantial research effort, 
and the
emphasis on exports. 
Almost 20X of the 
net obl igated funds
from the loan portion of SMED went 
into export related
projects, 12% 
for CITEM Product 
Special ist Program, the
largest single beneficiary of 
SMED funds and 7.5X 
for the
Philippine Exporters Foundation 
(PEF). In terms of funds
actually released, these 
two projects accounted for 35.4X of
all funds.releas.ed 
from SMED's loan funds, 15.4X for 
CITEM
and 18% 
 for PEE. (See Appendix I for details of 
fund
 
al Iocat ions)
 

A related point 
is that 
of the role that PCCI was 
to play in
the project. The 
project paper envisioned 
that PCCI would
have detailed legal 
and administrative responsibilities
be spelled to
out in the memorandium of 
understanding as 
part of
the condi t ions precedent. POCI was 
to be a permanent member
of the Executive Committee and 
the MIS. The'overall 
role of
PCCI was to 
have been to promote a dialogue between
private 
and public sectors, and serve as the 
the
 

generator,
promoter and reviewer of 
association activities and research 
proposal s. 

The project plan appears 
to have envisioned much more
private sector 
involvement 
than is realistically possible.
Since SMED was 
a government body, when confl icts 
arose with
the private sector as'to how the 
project was 
to proceed, the
involvement 
of private 
sector groups in the management of
project virtually disappeared. Hence PCCI 
the
 

and other private
sector groups played 
a rather limited role 
in the project.
 

2. the role and implementation 
of the General Contractor 
-

In the absence 
of a General Contractor, 
the full
responsibility for 
implementing 
the project 
fell on SMED.
The role of the 
General Contractor 
was to provide a support
mechanism and facilitate project implementation, especially
the linkages between MTI-SMED and AID. 
 This was 
an area,
where there was 
no expertise at MTI-SMED. 
As a result,
AI became more 
involved in monitoring the projeb 
t than
had been anticipated 
at the 
start of the project.
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A related point 
is the orientation of
SHED Project the
is a developmental SMED office. Theeffect fundamental project whichchange's seeks to
to in
be given. Many the way assistancestudies have pointed to SMEs 
is
change of 
rural SMEs. to the resistance to
The SHED project
Just thus requires not
and 
direction and project conception, but
implementation 
 follow-through
as well.
serious underestiimation There appears to 
have been
as to a
of the level
SHED staff of effort
so that required


services and 
"the capacity 
to directly provide
to 
act as conduits for
extension service will 
 the pro'vision
be of
created
and service associations in both PCCI and industry
receiving assistance from SMED."


(SHED Project Papers pp.11).of There was
the capability of.the private 
an underestimation
 

staff sector
in implementing as well 
as SBAC
new approaches
There needs to
to be more SME assistance.
investiation
roles and 
the as to
level of effort the relative

private required of
sector both
groups and SMEs and what might be 

SMED staff,
achieve 
the 
project's objective. done

experience A general to
 

in contractor with
associaticn development might have
assistance provided
in this area.
 

the decision 
to concentrate 
in Region 
1I -

As SHED stressed, Region. II
begin was indeed
to implement a difficult region
a new, 
 to
survey to assess the 

untried project. A basel ie
absorptive capacity of
the region, 
their capabiilities institutions 
in
great help and needs would have been
in 
 of
designing projects and implementing 
them.
 

4, the decision not 
to do research 
- (see section
and Enterprise Policy Research) 
on Employment
 

.. 
 The decision 
to wcrlk mainl> 

associations, with regional rather
and the decision than national
sectcr.al to workasscciations directly with
rather local
than mainly with 
national 
ones.
 

There 
are 
two implications 
of
A major Output of 
this in terms of
the*project the project.


end of was to 
have been
SHED, private sector that by the
industry arid institutions, primarily PCCI
trade 
associations, and

capacit. would have
to directly provide inproved

conduits for some services and
the provision of act as
demonstration extension


activities services and
national to SMEs..associations, All the three majorPCCI,
feel ing CFIP and PCHI
that were 
unanirnous
SHED had diverged from in
its original 
purpose.
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Furthermore, by choosing 
to work directly with 
regional and
local 
sectoral associations the national associations felt
that SMED was 
in fact undermining and making more 
difficult
"their effor,ts 
at strengtheriing 
their region alrepresentation. Furthermore, since 
those local 
associations
had limi ted abs.opr tive capac itY for (andassistance
sometimes had 
to be 
formed from scratch such 
as the BaguioSilver and Brass Association), implementatior, 
of the project
was n.tural 1, s lower.
 

As well there 
were major operat ional
implementation of 
aspects affecting the
the project, some 
of the major ones being the
 

fol lowing: 

1. SMED had predominantl>y 
contract 
staff 
in head office, with a
high staff turnover 
and no staff in the region
 

SHED ma>x 
have underestimated 
the diffic'ulties of working
with a staff that 
was not necessar ily trained nor
to geared up
do the work entailed 
in the project. Miscommunicatio
ns
arose, leading to problems, for 
example,
volunteers from the 
in fielding


International Executive Service Corps
(IESC) to 
the regions. 
 (See Appendix No. 
2 on Staffing
Trends, SHED Office.)
 

This is. not 
to suggest that 
SHED should have 
had staff in
the regions, but 
rather 
that more 
effort needed 
to be made
to 
utilize permanent inistr>, staff 
and train 
SBAC staff and
 ensure 
better communication.
 

2. Problems between 
the SMED Project Office 
and 8SMI
 

While the 
conflict been a line agenc> and a projectoffice seem to 
have been most serious at
there is the head office,
no doubt that it 
did not ass.i st in the successful
implementation 
of the project.
 

:3. Other operational 
aspects significanly affecting the
implementation of 
the project were 
budgetar>y constraints and
the difficulties in 
the project design, approval and
disbursal 
process, both of 
which 
are dealt with 
in

succeedirng sect ions,
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B. 
 SUBPROJECT IDENTIFICATION, DESIGN, IMPLEMENTATION AND
MONITORING: 
 STRENGTHS AND WEAKNESSES
 

From its 
incep tion, theproject was that 
CFerating assumption of the SMEDthe detailed design 
of activities
by each participating organization will 

to be undertaken
 
project implementation. be developed as part of
This project was
"roll ing design" basis, 

to be implemented on a
in which the 
specifics of
actual subproject activities would be 
the design of


determined as 
the project
progressed.
 

Anticipated Subproject Planning Process
 

The Project Paper 
identified the
plan as annual budget
the key implementing document. and action
 
subproject activities to be 

It would present the 
SMED
carried out 
during the
year for all next calendar
 
definition three components.
of the It was to contain
type, quantity, cost a detailed
and funding method of
planned activities for 
the year.
 

In the earl> years of 
the project, MTI
of a general contractor, with the assistance
"a consortium of 
private
and U.S. firms," were to sector Filipiro
be actively involved
annual in developing
plans of action 

proponent. for each participating association
These plans would be based 
on 
needs assessments, and
would specifically identify SMED inputs and cost 
estimates.
 

Subsequently, 
the Management Implementation Secretariat and
the General Contractor would make
preser, t the final preparations andthe plan of action includingactivities to the the propcsed subprojectSMED Executive Comrittee and AID for approval 

The Su.bproject Identification Process 

In the early phase of the SMEDunderway to develop data base 
project, several efforts werea for the developmentactivity. For example, of subprojecta study of
provide baseline industry associations wasdata tofor the institutional development component
and a contract was 
signed with SGV toDiscussions carrty out the study.were underway with theHandicraft Industries Philippine Chamber of
to carry out
constraints a study of rav, materialto identify subprojects activi ty for smallenterprises and mediumin this sector. 
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A series of pre-implementatior' workshops and follow-upmeetings were held with anticipated private sector collaborators inManila and in the project regions. These act ivi ties were iin tendedas a promotional initiative for. both the institutional and themi croenterpr i se devel opment componen ts, and as a means to identifysubproject activity of interest .to future collaborator-s. 

However., this needs assessment proces.s was not developed,nor given much priority irn this phase of the SMED project. TheMinistry of Trade and Industry had a preference for "actionoriented" projects over 
research. Research-based Projects such
as the ass.occiationi basel ine study wer-e vetoed. While this is
only an example, this approach set the for the
tone subprojec t

i den t if i c at i on process.
 

SMED identified four principal strateqies for subprojectintervention.: a) as a change agent 
in existing institutions.

(b) as *a catalyst for organizing regiconal condui ts.; c) a
catalyst for 

as.

testing and adopting innovative service delivery
processes; 
 and d) as a source of 
support for existing programs
and projects (SHED, "A Primer 
on the SMED Project"). In effect,
SHED took an active, directive role in identifying subproject

activi ties.
 

For example, as one of its. first initiatives, SHED identifiedsmall business institutes as an innovative pilot subpro.jectactivity, and initiated the development of such a project withAquinas University in Legazpi 
City, Bicol . Subsequently, SMEDinitiated a number. of other subproject proposals for small businessinstitutes in Cotabato, 
and Iloilo City, among others.
 

The strength of this approach is that a good project idea,as small business institutes, whichsuch builds on the existinglocal university community extention activities., can become a modelfor other regions. For example, the project idea was able to berelatively easil> duplicated in Cotabato City, Baguic City and
Iloilo Ci'ty, 

A weakness is that SMED is often not sufficiently responsiveto the given local proponents' project ideas or institutionalc'apacity nor, to the need. to more fully involve the SBAC staff inthe actual design of the project. Consistently, subprojectbeneficiaries and proponents interviewed complained that SMED wasinterventionist 
in its approach 
in developing memorandums of
agr.eement, that the objectives of the project idea itself wereexccessively vague and that substantive technical follow through
by SHED was not extended. 
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In addition, the SBAC staff, who
follow-on are responsible
implementation for the
and monitoring process,
cases not sufficiently involved 
are in a number of
 

design process. As 
in the project identification and
a result, the 
SMED initiative
sufficiently does not benefitfrom the local expertise of SBAC Offices. 

The sJbproject 
identification 
process of 
the
also been influenced b, SMED project has
the relative 
lack of experience of 
national
industry associations with regionally based project activity.
example, PCCI, For
CFIP and PCHI 
had very
provision of limited experience
services in regions outside of 
in the
 

Manila.
SMED chose Therefore,
to initiate 
subproject activities
independent in the SMED regions
of the national 
associations. 
 For example,
SMED develIoped the Cagayan Val l ey 
in Region III.

ChamberAssociation, of Furn i ture Producersand the Cagayan Valley FederatonProducers of Handicraftswithout the involvement of the national 
sectoral
 assoc i at i ons. 

This approach may have had its. advantages in that subprojectactivity could get underway relatively more quickly.
CFIP, However,
the national 
furniture 
industry association,
perceived these arid lPCHI
subproject activities 
as undermining their
existing regional 
1 inkages. The Caga>-an Valley Chamber of
Furniture Producers 
is riot 
currently affiliated to 
CFIP.
 

Finally, 
a review of

reveals a 

the subproject activities funded
large number of 
small projects with budgets of,to 50,00
200,000 pesos (equivalent 
to $2,500 
to $18,080).
the According
former Executiv'e to
Director, 
the identification
of this size of subproj.cts
was influenced 
in part by the
authority delegated level of funding
to the 
SMED director.
authority to approve proposals up 
The director had the
 

to 288,888 pesos.;
for more than this all requestsamount have to be referredCommittee. to the ExecutiveSubsequently, the Commission 
on Audit
the (COA) reduced
size of disbursements given budgetary constraints.
 

The 
net effect 
appears 
to have been
subproject to undercapital ize
initiatives which 
limited 
their institutional 
growth.
 

The Subproject Design and Approval Pr'ocess 

The SMED office developed its 
own diagram on
approval and the subprojectmonnitoririg process.
for This diagram, (see Appendix 3
process flow diagram), presents 
the review process from
time the proponent approaches the

SMED to formal approval anddisbursal of funds. 
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The process is multi-tiered and each 
subproject proposal
involves approval at the level of the SBAC regional office,SMED head office, 
and AID. At the preliminary stage, 
the 

memorandum of a
agreeme nt 
is estab 

MTI and the 

ished between the proporent, the
counterpart 
institutions. 
 This process is subject 
to
intensive negotiation and project development 
. Often, theproposal is sent 
back to the proponent after 
reviewed by the
staff and then SBAC
again when reviewed by the 
SMED head office.
 

The subsequent stage is the 
presentation 
of the subproject
prciposal to AID. AID 
is. not concerned principal ly with
memorandum of the
agreement developed between MTI 
and the project
prpconer, ts . Rather A!D 
is concerned wi th 
the substance 
, thebudget and the self-sustainabi iity 
of the actual project
proposal. Again , the 
proposal could be sent 
back to the
proponent for 
further documentation, revisions, etc.
 

This approval process does al low both MTIthe subproject proposal in relative 
and AID to review

detail. However, the extent
of requests for additional information and for 
revisions both 
by
SMED and by AID suggests that the 
pol icy guidel ines for
subproject approval 
should have been 
full>y clarified 
at the start

of the SIED project.
 

For example, subproject proponents have 
often not
advised that been fully
the Ministry is able 
to finance projects only on
calendar year a
basis. Therefore, 
in an effort
planning, they propose 
to do long term
 

a two to three 

funding for 

year work plan, and expect.
that time period. 
 In other cases., the>
informed that a 38 percent private 
have riot been
 

sector counterpart funding
required, until after is
they have 
already committed themselves to
 
the project.
 

Sirilarly, project propcrents, including the local institutionand SMED, have not been consistently advised of AID project
proposal guidelines, cortracting procedures, commodity
procurement procedures, conditions of 
agreement,
marking of (e.g. audits,
project commodities), 
honoraria for, governmental
non-governmental and
officials. 
 In fact, there 
has been
mutual understanding between 
a lack of


the Ministry and AID as 
to what can
and can 
not be funded under 
the SMED project. Neither 
AID nor
SiED have been 
clear about their subproject approval 
pol icies and
their operating procedures.
 

Another serious point of confusion for
staff was the 
both AID and Ministry
long term projections for 
a given subproject. The
Ministry budgetary regulations require 
that Memorandums of Agreement
be signed for project activity for 
one given year. In other words,
the agreements 
can not include commitmerts 
to project collaborators
 

for subsequent years.
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A primary concern 
of AID is the long term planning and
sustainabil i ty of a project 
activi ty. The subproject

beneficiaries, 
interviewed in 
field visits, consistentl> stated
that the 
short .term nature of 
the funding had a destabilizing

effect on 
the project, .specifically it 
 inhibited the commitment
of technical staff to 
project activity and undermined relations

with counterpart 
sources of funding.
 

Initiall>, t,=, respond the
to heed for guidelines, the SHED
office prepared a prooo--: Lo develop 
a project implementation

manual, but the Minister vetoed the 
initiative. For its- part,
AID provided SMED with subproject proposal guidel iries 
in a letter
dated 30 August 1?34. (See Appendix 4 for copy 
of Project

Implementation Letter No. 
13.)
 

These AID guidelines were 
preserted in discussions aid
wor'kshops with the SMED Executive Director and staff, who agreed
to implement them. SMED did not 
uniformly disseminate the
guide1 i nes to the regional staff nor internalize them in
s.ubsequent proposals.. 
AID considered it impractical to train
directl> 
the man>' subprojeit proponents 
in the regions. 

A simi lar si tuation evolved i.ji th regard to AID procurement
regulations and marking of 
US-finance commodities. The pertinent

AID guidel ines were submitted 
in writing and discussed with SMED
staff. It was AID's communicated expectation 
that IMED would not
proceed with commodi ty procurement without AID's involvement.
 
NTI pressure 
to proceed hurriedly did not allow such AID
 
guidelines.
 

It is relevant to mentior that the project paper 1 

anticipated
that technical 
assi stance from a contractor 
famil iar with project
de-igr and A.I.D. procedures would serve 
to help proponents to
deelop "fundable" projects. As 
the Mini.stry and AID were unable
to agree on a s.cope of work for the con tractor until the fall of
1985, it was riot possible for the project 
to benefit from such


services in the 
first phase of the project.
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Subproject Implementation Process
 

The .BC>L. were re.-pon- i lie for the superv isi on of the
subprojec't implementation 
in the region. However, p.robl ems arosein that SMED staff often came in to the regi on with prepackaged
project design 
and operated independent of SBAC or 
without their.
full col labcorati bn. Therefore, SBAC staff are often not ful 1>'involved in the original design 
of MOA, which limited their
 
mon itot irg cap ac i ty ov e r the imp 1eme ritA t i on 

Implemen 
tat ion was also hampered by the lack of authority of'
the staff sent out by the SMED 
to the region. Prc'..iect

collaborators in 
 the region presented queries to SIED staff onfield visi ts., but the reply often had to 'come fr om head office'. 

A very serious factor affecting implementation was the
rel ease of the project funds. to 
 the benef ici ary after- theMemorandum of Agreement 
,ias signed. As a table on the flow of
project funds indicates. (see Appendix 5), 
actual funds were
released often 
six to nine months after the memorandum of
 
agreerrent was signed.
 

The reasons 
for- this deIay are niumerous. First, the SMEDoffice had to get 
a project implementation letter from A.I.D.
approving the proposals 
 either as presented or in principle wi
further supporting documentation 
th
 

to be supplied at a later date.
The Management and Budget Office 
of the Ministry would not
 prepare a check 
unless a Project Implementation Letter was
received. 
For AID, a major problem was that the proposals

presented by 
the intended project beneficiary were not fully
developed. Finally, 
the snap elections and the revolution put 
a
hold on the disbursements of 
all checks from approximately

December 1?85 through 
June 1986. (See 
section on budgetary

constraints. and their 
effect on the SMED project.)
 

Mor i tor.i rig of Subproj ec t Act iv i t i es 

M'oni toring of s.ubproject activities has been principally the
responsibi lity of the SBAC staff based in the regional offices.SMED staff monitor, subproject activity on an as-needed basis, buttheir staffing constraints seriously 
limit their effectiveness

overseeing field activities. Nonetheless: 

in
 
for both SBAC and SMED,
the delay in release 
of funding for project activities for
institutional development 
and particularly for microenterprise


development undermined MTI's credibil ity 
as a moni torir agent of
 
project activi ty.
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The SMED project extended funding 
to the management audi tingfirm, SGV, to 
develop guidelines for monitoring project 
activit'.
SG.) prepared a set of "Guidelines 
to Project Proponents on
Preparation and Submission cf 
the
 

the Qiuarter.ly Project Status arid.
Terminal Reports" and 
"Guidelines to Projects Officers on 
the
Implementation 
of the Project Reporting System".
 

SGY was 
also contracted 
to carry out operational revietws ofa series, of subproject activities supported by SMED in the project
regions.
 

These documents are 
important arid useful first steps in
development of 
an information system 
the
 

to.track subp.roject
performance and activities. 
 Several 
subproject beneficiaries
interviewed commented on 
the monitoring systems developed 
to date.
The consistent reaction was 
that SMED 
is interested 
in time
consuming reporting, but not in 
hands-on technical monitoring of
project activi ty. Many were 
dissatisfied with 
the type of
information requested 
on the "Accomplishment Report" 
forms 
developed by SGV.
 

A review of these repo t i rig 
forms, re.,eal that the data

requested is:
 

a) type of activity
 
b) measure of performance
 
c) performance (actual 
and target/planned)

d) explanation of 
variance
 
e) correcti.je action 
recommerded
 
f remarks.
 

This type of data does not 
provide the project with 
any substantive
indicators of 
level of activity and number of 
beneficiaries overtime; nature, appropriateness and cost 
of services; the 
type of
businesses and/or associations services; 
effect of activities
beneficiary firms. on
The fcrms could be revised to include more

programmatic indicators.
 

The operations review 
 f subproject activity by 
SGY are
useful means of 
documenting 
the progress of 
project activity,
based on to the agreements developed by 
the proponents, arid of
developing specific guidelines for further action. 
 These
documents are 
'.aluable as programmatic audits; however, they doriot replace the 
on-going requirements for 
technical input
oversee 
project development. 
to
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There has been'a decided lack of 
mon itoring by technical

specialists. in a given programmatic activity 
in the SMED project.

One such technical mciri tor 
rag 'wasespecially wel 1 receivwed. Dr.Frank Scott, an International Executive Service Corps (IESC)

Qolunteer/cons=.ultant, visited arid 
evaluated arid advised existing
small business insti tutes throughout the Phil ippines.. Three of the 
six SBIs visited specificall y.mentioned how useful the input from
this IESC expert was. While" this. is not 
the only approach to
project monitcr irng, assi.s.tance and cons.ul tation w ith appropr'iate
special i:ed technicians wiill strengthen 
the subproject acti,,.i
v t'.
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C. 
 BUDGET CONSTRAINTS AND THEIR IMPACT ON THE SMED PROJECT 

As mentioned it, the Project Paper,funds 	 the dis.burs.erment of SHEDwould follow standard GOP and AID procedures.
 

The GOP budget is 
on a 	calendar ,,ear basis aridrequests require 
 line 	itena lead time 
of about
1985, for 	 18 months.
example, requires, that 	 Funding in
budget preparations start
last quarter of 	 in the
1983 	 and be completed by1154. 15. budget 	 the first quarter ofrev i.ews start 
in March 1184 and
by July. Following 	 are completed
thi. 	 the budget is submitted to
and the Gener.l Appropriations. 	 the BatasanAct 	i. passed 
184.	 

by around September 

The signing of the 	SHED agreement
the 
inclusion of expenditures 	 in August 1?83, precluded
in 1983 and 1984
budget. For 	 in the recular GOP 
8SlI budget 

this period, the project was funded from the regularand 	 from the lump-sumSupport Fund. 	 Fore ign-AssistedSince BSMI 	 Projecthad its. ownthe Fore ign-Assi sted 	 program and demands fromProject
requests, 	 Support Fund generally exceedthe funds actually granted fund 
this period were necessari ly 

to the SMED project duringlimited.
made 	 The scarcity of
even more pronounced by 	 funds was
finances 	 the extraordinary strains onas a 	 result of GOPthe 	 crisis in the economymarkets, starting 	 and financialin the last quarter of 1 33. 

The 	 first Year. for whichGOP 	 budget SHED was. includedwas. 	 i 1985. in the regularOn December 15, 
1984, however,
stabilization package (which was. a condition 
the IMF
 

credits to the to granting standby
Phil 	ippines) wasstandby credits signed. Availments from the 
cf GOP adherance 

were in quarterly tranches, subject to IMF reviewto certain major agreements.
specific criteria 	 There were nine
in the agreement, including ceilings on
money and banking system credit 	 reserve
 
to the
cumulative 	 public se ctor, aceiling on deficits of GOP and 13 major publicenterprises, and cei 
 ings 	 on external debt 	and external 
payrmer tarrears. 

As. a 	result the abil 	it>
critical 	 of GOP to releas.e
constraint 
to operations. 	 funds became a
This 	affected the project
two 	major ways.: requests fcr budge tar> in 
roughly 50%, and in the 	

approval were cut back 
bysecond semester of
disbursements 	 1985, GOP cash
were 	made for 
onl y 50%, of the 
amounts appro.ed or
not at all .
 

Constraints on 
overall GbP deficitscounterpart portion, 	 affected both the GOP
as well as
allocated from 	 the amounts that could bethe 	 AID-financed loan 	portion, theI ini 	ted the latter beingby ceilings on new external debt. 
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Regardin cash disbursements 
in the second half of
pol icy was 1185, GOP
to impcse quar terl>- di s.ours.emerit ceilings on amountsto be released per pro.ject. 
 This. had major operational
impl ications es.pecial1>' s.ince the initial
for fuds were general11ycapital expenditures. which 
..ere difficul t to spread out 
oer
the Year. Fur'thermore, another 
pci icy was. to release onl ythe approved amount. 50 of
The balance was. disbursed onlypropcnents 1 i quidated the amount 
as project

alread> receivedpartial liquidation was allowed). 
(al thou g h 

This. added cons..iderably
paper-..jork to theand number of 
tr ansact io nrs.neces.sar> betweern theCommissi:on on Audit (CO , .ich actual 1/ authori zesreleas.es), SHED, AID and 
fund
 

the proj.ect proponrent
 

As the near wore 
on and the f inancial

became more cr i.s.s deepened. COAstrict on 
fund di slbursemerts. 
releases Even the 50X'Y fund
stopped and project proponents were expected to advance
the funds, which would then 
be reimbursed later.
 

Towards the end of 1¢"'-5, a new source of probl emsPresident Marcos called for 
arose .Jhen 

snap elect i ons to
1?36. be held 7 FebruaryThe Omnibus Electicin 
Code calls. for a moratorium 
on
releases,of government funds 45 day pri or to the election.
Hence, from mid-December, 1?85 no 
checks, could be released to SHED
projects. 
 This. morator iurm continued as. the
the cby revolution election as.followedand change in government 
and the need for the
neJ gover nmen t to review al I checks.. The blocked funds were
final1y released only 
at the end of June 1 ,6.
 

The delay in releasing funds 
res.ul ted in 
a major 1 oflcs.
confidence and enthusiasm for 
SMED projects especiall>
regions. This.was in theno:t helped by the c:rnfusi on regardirg
pr'cedures for 
liquidation. 
 It 
was only after the
Review SGV Operations
was completed in 
 the third quarter of
reporting forms wee 
1985 that standard


instituted. 
 The Finance Officer 
also toured
the region, in mid-1985 to 
explain 
the desired procedures, but
is estimated itthat this. will require 
constant follow-up before
pr'cedures 
are standardized.
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V. INSTITUTIONAL DEVELOPMENT COMPONENT
 

This 	major component of the SlED project was to develop andimprove the capaci ty of private sector ins.ti tuticn.. to directlyprovide ard act as. conduits for the provision of extensionservices to :-IEs. AssociVation.. would al so be assisted to betterrepresent SMEs in pol icy dial .ue,i ith the publ ia sector. 

When 	 the project is compl eted: 

1I. 	 Selected associat ions with support from contractors willhave 	 the capacit> to directly pr oide or act as conduits for more and improved extension services and demonstration 
acti,.i ties for SHEs. 

2. 	 MTI will ha e improved its capac it' to assist private sector
SMEs. at the industry level. 

3. 	 F'CCI as well as other indus.try ard service asc ci ations wi Ibe able t6 represer~t SiEs in national and industry level
pol icy dialogues ,i th the publ ic sector. 

To achieve these ob,jectivyes, the SHED project will financetechnical assi stance, extension services and demonstration

.ctivi ties., workshop s, and seminar:r , project monr, i tor ig and
n 

evalua tions, and GOP training. 

The SHED offiice's approach to institutioral development wasto promote national or regional associations, federations.,
chambers and educational inst i tutiions. as a source of irclustryspecific services or as a condui t of these services +or the sina lbusiness sector. 

The pr'r ams in th i component i ncl ude: 

a0 	 chamber deve 1cpmen t prc, r am; 

b) 	 domestic market developmen t program; 

C) 	 tr.aining-rel ated procgram; 

d) 	 technical assistance program, t.hich includes the 
vaolunteer and expert adv isory services., 
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A. 	 CHAMBER DEVELOPMENT PROGRAM
 

1. 	 Philippine Chamber of 
Commerce and Industry (PCCI)
 

The Phi1 ippine Chamber of Commerce and Indu-.tr..' (PCCI) isthe princip.al as=coci atic,n in the Phil ippines representi ng theconcerns ,f the pr i uate sector. At the in i t i at ive f the
 
previ ou s admi ni stration , PCC.I haRs .ssumed the rol e of be i nq 
 the"singl? ..oice -f industr.."
 

PCI-:I, as a permanent member of the SrIED 
Executiv C Lommi ttee,was anticipated to 
pl a>' 	a major role in the deuelopment of theproj ect, particular- 1>, in the promotion c.f chamber, and as soci at ion 
ac ti'i t>, in the SMED region:.
 

The or.iginal pro..iec t paper assumed 
 that 	 the Commi t tee onCottage, 
Small and Med i um Enterpr ises ( CSME) of PCCI 	would playthe lead rc'l e 	 in as.sisting in the development of new assoc i ationsand chambers, and would operate as "an umbrella organization for,ass.ocati or- " . It was anticipated that 	 SMED financirng wculdenable PCCI to hire staff to onwork this regional chamber and 
assoc i at i on de.'elopment act ivi t 

In May 1'734, a memorandum of agreement was signed byand the Ministry of Trade and 	
PCCI 

Industry concerning anticipalted
responsibil ities under the SED pro.ject.
 

The main responsibili ties 
of PCCI were as. fol1 lows: 

1. 	 Help MTI through BSNI to Formulate a plan for the 
development and promotion cf StiEs; 

2. 	 Initiate 
and under take organization of 
regional PCCI

chambers and aff i 1 i ates and promote assoc i at i on
building among SMEs in close coordination ji th NTI 
through E,.l-I 

3. 	 Participate in the formulation of pol ic ies and 
guide ires governing the imp l.emen tat ion of SHED; 

4. 	 Provide adequate and staff support i,,ith in PCCI for the 
impI emen tat i on of the proj ec t 

5. 	 Serve as a channel and/or originator of proposals and 
as a conduit for the cxten-iion c.f -services to SMEs 
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- .	 Strengthen the channels of communication and promote, 
encourage and assist in the conduct of dialogues,

betveen 
the public and private sector.
 

The main responsii li ties of MTI, 
with reference to PCCI
 
were:
 

1. 	 to be responsi ble 
for the overall implementation of the'
 
project; 

2. 	 to provide the Management Implementation Secretariat
 
with sufficient staff to carry 
out the project;
 

3. 	 through i ts recgi onal offices, to ass i.s.t the 
associations in the determination and presentation of
project activities to be urdetaken; 

4. 	 to 
extend reasonable and appropriate support 
to PCCI
 
programs;
 

5. 	 through BSMI and'other government entities., to continue
 
to dialogue with 
the private sector on the technical
 
and pol icy issues affecting SMEs.
 

a. 	 Activi ties 

While these intentions were laudable, 
substantive

collaboratior, between PCCI 
and SHED did not materialize as
 
an tic ipated.
 

First of all, as. SHED was. responsible for the approval of
funds for all subproject activity, PCCI 
had limited effective

control 
over the use of these funds. At the begi nir g of the
SHED project., PCCI anticipated that a sizable portion 
of the

project funds wc uld be channeled directly to the national'chamber
 
to support their regional development program. 
For PCCI,. the
SMED 	project did iot re'sult 
in real pr i"ate sector/public sector

collaboration for regional 
chamber and association development.

Over 	 the cour.e of the project , PCCI came to be of the op i nii on
that 	the SHED project was ".just an adjunct of MTI."' 
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As the project progressed, the SHED office adopted a policy
 
of operating incr easringly on their own in promotirg associaticn
 
development, for example, in silver and br in Region I,
.assware 
and in furniture in Region II. -Ir the view of SMED"s s taff , FCCI 
lacked the institutional capaci ty and commitment to develop a 
coheren t program for regi onal development inr 19,84, when the 
project first got under..a/. Therefore: to get specific
 
subproject actisvityv going, SMED bega developing association 
support programs indeperiden t cf PCCI, Ithough wi th their 
c cr su 1 tat i on. 

Over the course of the first phase of the project, SHE)
 
ex tended 1,003,267 pesos in project funds directly to PCCI for a
 
ser es of activities: a PCC'I promotional workshop with regioral
 
chambers; the Trade arid Industry Information Exchange (TIIE)
 
program; the Documentation and Rerunning of the Product
 
Specialist Program. SHED extended nearly 800,000 in
pesos 

project funds for regional chamber developrient and for the
 
es.tablishment of Business Information Centers. 
These funds were
 
provided directl y to the regional or provincial chamber, or the
 
institution designated as the local project collaborator in the
 
SMED region. However, no funds were disbursed to PCCI to cover
 
their requirements to support a PCCI regional chamber development' 
progr am. 

Trade and Industry Iriformation Exchange (TII E) 

TIIE was conceived as an integrated information system, in 
which data from MTI and PCCI would be available to users of both. 
institutions., While discussions on TIIE began in 1?34, the 
project was activia ted only recentl y with the delivery of two 10M 
Personal Computers. The original l ink was to have been between 
PCCI and TIIC (Trade and Industry Information Center) which 
handles the Library of MTI. However, an information center was 
set up at the Bureau of Foreign Trade (BFT) and eventually the 
nformation tie-up became between PCCI and MTI-BFT. Staff of 

both PCCI and MTI-BFT are currently undergoing computer training. 

PCCI expects to have assistance from the International Trade 
Center , ITC) in setting up the sy'stem. PCCI has. also recently 
star ted a survey among its members to identify priority needs and 
information requirements. For its part, PCCI will be responsible
 
for company profiles and association-related activities. To
 
date, PO.. has received one computer but no other assistance,
 
although they expect other equipment such as. a mimeographing
 
mai.chi ne. 
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Information supplied from MTI-BFT w ill consist of 
trade
statistics, lists of fc:reign buyers and lists of manufacturers, 
and mrket intell igence BFT needthe premise for the computer was basedthat fast moving information i s required for market

on 
match i ng.
 

*The ori ginal plan was set the
to up system in' Manila andeventually 1ink up with the regions, however, some Businessin ormation Centers (EICs) have al read>' acquired computers beforethe TIIE system was fully set up. 

Business Information Centers (BICs) 

The Business Information 
Center program has
o:bjectiv.e the dissemination of 
as its principal

trade and business information toSMEs. 
 The BIC was to be a channel of PCCI
and Industry Infcrmation Exchange project 
and the MTI's Trade
data required by SMIEs to provide appropr iatein the StiED project regions. 

As a result of SP1ED project support, fifteenInformation BusinessCenters have been inaugurated. The large majority ofthese centers 'eceived modest funding and were formal lyestablished only thein third quarter of 1985. To date,funds thehave been used princilpally for the purchase of equipment
and computers for information transfer, typewriters, andphotocop machines. and for some workshop and seminar act ivity 

Over the course of the project, the BICs' function hasexpanded to include: been
a) services as PCCI secretariat; (b) asdata bank and l ibrar>; and (c) a 

a 
as source of central ized
services, e.g. 
telex, 
typing, printing, duplicating. A secretary
general 
was to be appointed to 
head the BIC, assisted by 
two


staff members.
 

The BICs were originally conceived 
to operae as independent
units. However, 
the BICs have come 
to be based primarily
offices of the in theprovincial chambers of commerce and industry,the small business institutes. or
This development ma>' have.servedto increase the operational viabi I it>' of this initiative. 
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Three furidamental issues remain which bring into question

the potential effectiueness cf the 
BICs over the long term.
First, it is unclear at this point whether full use can be made
of the equipment purchased, such as computer facilities, to tap a
centr.al informaticn exchange .in Manila for the SMEs nforrmation 
needs. The computer faci i i ties are currently no t be ing ut i I zed
in the E:ICs visited. Ais an SG) report cn several BiCs point s 
out, "the feasibilitv of having such an exchange has not yet been 
fully established, when this. can Le inmplemented, and .hat 
information can the central exchange dissem inate to the regional
:ICs." (SGk), ".Eu=.iness Information Ceriter., San Fernando, La
 

Union, and Tuguegarao, Cagaan Operations Revieu", February
 
1286. ) 

Second, the user information needs have not >et Leen 
defined. Given the sector-specific 
nature of the information
 
required by small entrepreneurs, it is. unclear to ,what extent an
 
SBI or provincial chamber can 
 real ist i cally serve the wide
 
var iet y of productiye sectors and actually respond 
 to their 
requirements. 

Final ly, the actual efFect of the BICs appears to have been 
to indirectly support provincial chamber development. It may be
 
more val id to extend assistance 
for the purpose of chamber
development specifically, as a means to stimulate information
 
flow. .Atmax be premature to overwhelm the 
 provincial chambers'

and SBIs with responsibilities 
 for an elaborate information 
system which they may not yet be able to handle. 

Documentation and Re-Running of Product Special ists 

This is a project of PCCI to document a series of five. 
modules on the following topics under the program called "In 
Search of Product Excellence": 

I ceramics 
2. wood-based furn iture manufacturing 
3. wood-based furniture finishing 
4. wood-based furni ture joinery 
5. wood-based furn iture machining 

To date the first twocmodules have been co-pleted, the thirdis in the process of being produced, and scripts for the last two 
are be ing prepared. The modules, wil be used at PCCI training 
semih ars. 
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Regional Chapter Development
 

In 1?84, PCCI Regional 
Affairs Division initiated

activities to strengthen 
the ties of the pr iv'ate sector
regions outside of Metro Mani la, 

in 
particularly 
in the SHED project
regions. T.asked 
to spearhead regional 
chamber development, PCCI
made preparations to support 
SHED's program development. The
Committee on Cottage, 
Small and Medium Enterprises of PCCI has
ieen relativel> less prominent 
in regional development
 

First, the need 
to develop an information base necessitated
the updating of membership rosters and 
1 isting of sectoral andaffiliate organization.s. 
 To date, PCCI has identified a total 
of
81 local Chambers of Commerce 
and Industry (CCIs) throughout the
country.. 
 This figure represents the actual 
number of existing
local CCI.s, including the PCCI 
affil iates and members and nonmembers. In Appendix 
no. 
6, Table I provides this data with 
a

breakdown on a regional 
basis.
 

The SHED program 
targetted assistance 
to the following:

Region s I, II, V, VI, VII. Out of the 
81 identified 
local CCIs
the SHED Regions incorpor.ate 
34 CCIs (see Appendix 6, Table II)
wihich accounts for approximatel> 42 percent of the total 
CCIs.
The balance, 5S% of the 
total or 
47 CCIs are distributed in other
regions. (see Appendi:x 6, Table III). 

Largely at the initiative of SHED, with 
the collaboration
of PCCI and the 
support of the regional SE:AC staff, a secretar iatsenrving both the 
Bicol region and 
the Albay province was
established. 
 Jhile the 
financial self-sustainability of 
the
regional chamber 
remains an 
issue, the Bicol/'Albay Chamber
been 
active in organizing chambers throughout the region. 
has
 
For,
example, chambers were 
developed in Naga City, Iriga Cit>' and
Ri nconada, Camar i nes Norte , Catanduanes, and Darac. in 1985,
while the Sorsogon, Bulan 
and Masbate chambers were"rev italized". 
 The SHED project 
also assisted in the development
of the 
Aklan Chamber of Commerce and Industry.
 

Such provi nc ia ard reg,-i onal ':hamber develocpmen t i s a
posi tie sign. However i t is unclear the extent to which thesenew chambers are effective long term participants in regionalchamber activities and are representati of the private sector 
in the rec I cn. 

35ft
 

't-



The 	 SMED project also initiated the organizal;m f aRegi ora Iar acerr,ent Imp 1emer tt i or :'ecre tar i at ( RHI S) i n Cot 	 batoCity, headed by the F:egional PCCI governor . The validity ofthis PHIS a.. a SHED program activit' i quest ionable . Region XIIproject collab orators inter'.ieked were confused by the SHED
cbjectives in this projcc:t and were unsure of the 
 Ic'ng-termsustainabi it. of the PHIS wi thout adequate local insti tutionalirkage and secretarial suppor t. The 	 tremendous distance betweenthe 	 provinces in Region XII 	 creates a structural pro lem from thevry 	 start. In 195, SHED abiandoned the idea of PHIS 	 as an MTIacti 	'it . All CCI related subprojects fundeci by HTI are to becori'erted t ,:, 	 u ress Irfrm t i ri Centers (BICs), 

b. 	 Tr ends i,rChoamber Developnent
 

From 1982 to 1986, there were 
 s ignificant chanoes in thechambers compr sing PCCI member.ship. In 1182,rmembershiptota 	 1 led 1:8 and incr eased tc, 2S in 1i284. In 136, there was. amarked progress wi th the doubl 	 ing cf the membership to a total of48 member CCIs ,see Appendix 6, Table 4). 

The 	 SHED regions exhibited dynamic growth in the 	 number ofCCIs. 	over the project per iod. For two recorded years, FCC.!affil 	 iates in the SHED regions remained stagnant. In both 1282
and 1984, only five members were aff 1 iiates. But by 
 12,:, :6 	 thenumber of aff 1 iates had increased by almost five times. 

In terms of performance, the provincial chambers in the 	 SHEDregions exhibi ted a better revival trend between I .34and 	 1.86than 	 the rest cf the regiono, wi th 1t CCI 	 affi 1 iations as.:ompared to six affil iates from 	 the other regions (see Appendix6, Table ,). In the 	 SHED regions, ten non-members remain to beaffiliated; .,,hich is roughly 30. of the total non-participating 
CIs. ,see Appendix 6 Table 8). 

In addition, a comparison of the 1:36 figures of the total
number of CCts compared wi th PCCI affiliates reveals 
 that 	 theconversion of non-nembers is higher in the SH-lED r ions than in
the cother regions (see Appendi:x 6, Table 2).
 

Nationw.,.,ide potenti.al for fur ther PCCI chamber grow th exists.as 3: 	 non-member chambers, or 403. of the total un i vers.e, could beaffiliated in the future (see Appendix 6, Table 7).
 

Sectoral Association a-ffiliates to PCCI 
 ha'.. e demon'strated 
r ise in number from fi fty-one 

a 
in 1982 to eiohty-nine in 1286 (SeeAppendix 6, Table 10). 	 However, these associations are basedexclusivel:, in Manila (see Appendix 6, Table 11). 



This general trend of signific.ant growthdevelopment was confirmed by 
in chamber 

a ser es of structured interviewswith the heads of seven provincial chambers in the SHED regionsincluding one non-PCCI affil iates. How.ever., the emergence cf theNegros Eusines- Forum in Bacolod Ci ty of Region VI, which is a
non-PCCI affil iated 
business assoc ation, suggests that PCCI i.not always the single voice of industry.
 

Nearly all of 
 chambers and associatiocns had been in existencefor more than ten years; ho.ever, most had been dormant until 1984,when increased attention t.s given to organi zational de'elopment, 

In 1 33, none of the i nverv i ewed associ at ions had any staff,not even a secretary. All relied on the vol unteer help of the
chamber leadership, usually the 
 loaned secretarial support of theChamber president. 1986 marked a substantial organizationalchange for the interviewed members. Four of the seven had asecretariat, consisting of three to four paid Chamber em ployees.The majority of these are administrative or clerical employees.The other two continued to relry on the volunteer support of the

1eadersh i p.
 

Membership has increased substantially in half of thechambers surveyed in the SPIED region. In two, membershipremained stable, although there was a strong interest ine:xpanding the membership base of the 
chamber in five' of the sixchambers surueyed. In each of the chambers, the President citedthe economic crisis of 1933 onwards as having a very serious

effect on their membership" viabil i ty.
 

The sources of chamber financing also changed considerably in the184 to 1986 period. Two thirds had received funding from the
Center for International 
 Private Enterprise (CIPE), a programmanaged by PCCI to support- regional chapter development. Thisprogram specifically financed the staffing of the secretariats inthe chambers. Half of the chambers interviewed had received
funding, principal ly to support the 
SMED
 

establ ishment of the BusinessInformation Centers. Previously, chamber activity was financedalmost exclusively by membership dues, ranging from 250 to 650 
pesos annual y. 

Training and dialogue a:tivi ty increased significantly inall those chambers with funding either from CIPE or SHED.Consistently, the services mentioned as having the greatestspread effect were the tax seminars; dialogues and networkingservices a'vailable through chamber con tacts.; and the "Improve"'our Business" program. In the four chambers with dialogues andseminar activity approximately half of costs of these activi tieswere covered by fees for participation in dialogues and seminars,whi le the other half wa.s covered with SHED cr CIPE support. 
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Half of the chamber. surve'ed char acter ized SHED ass.iistance 
as "poor", though two found it to be "good". The pr in:ipalproblem cited in relations t h SMED has been the s.low re sponse
to requests; the 
lack of direct ass.istance; or the minimal
con'tact. Relations wi th SEAC s.taf f were rated s.omeLw.hat higher,
with half characterizing their support as Thegood. fundsdisbursal problems of the Mini.stry have a-fected these relations., 

Two thirds of the chambers surveyed found PCCI outreach
be good, whi le the other found 

to 
third i t tc, be i nadequate. 

The ma.jor prob1ems cited by Chamber presidents in theprovision of services. to SIEs in general has been the lack ofdirect outreach to businesses.; the lack of working capi tal ; the poor follow-up by technical services; and the gover'nment
 
bur e aucr ac >.',
 

Half felt that the ser,ices prov,,,ided by thie Chamber to datehad not resporded to the needs of andsimall medium businesses,
w,.ihile the other half felit they had re sponded gr'eatl.y or
 
moderately.
 

The le adership and compos.i ofth t ion the ch amber member.shii-ipappears to be relatively i itist, r epresenting the interests of
principall y the upper e:helo n of local s.ociet>. LawXers.,
accountan.s, real estate, ccnrstruction, large sc l..le agriculturalproducers tended to predominate over the manufactur ing sectors
the chambers surveyed. 

in 

Anal ysi s. 

There are numerous. factors. which can be cons.idered inanalyzing beh..vioral trend of PCCI membership and their views on

services extended to date.
 

The SHED program has. been a fundamental fa: tor influencingthese developments. The pr'omotional activit> in the 'releaart
regionis did stimulate chamber development. However, much cf theSH"ED f i.riarcial support to the chambers., e.g. thethrcough Bus.iness.
Information Centers (BICs), came only by the third quarter of195. The results c the support to TIIE and the productspecial ists modules have yet to reach the local chambers. 

V.
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A cr i t i cal +c;tor. ir, this. provincial chamber deve opmen t hasbeen the Cen ter f-,r I n ter'n.at i orial Pr-i va te Ern ter-pr-is e Pr'ogr.am'CIPE). Thocugh coming much 
1ater than SHED, the CIPE procram has 
made i ts. pres.ence fel t res.ul t i n i n tanQ Iil e mater. i a. c u tpu tde.p i te the =.hort term di e.-=ti ri period. For example each ofthe srED regi cns., as t el as Region III , ncj has a secreltariat, 

Another fac tor has been " Improve '-(our Bus i ne.. (i.E)
Pr ogram" .c-f the Interrati onal Labor- o-ff ice. This is a pr'o jectenv ii oned to aSsi st the Emp loYer.s Confedera tion of the
Phi 1 i pp i nes. ,EC:OP) a r,d PCC:I to develop an -f-ecti ve and eff ic ient
network of regi oral chamber.- of commerce and industr'y byupgradin g e:xiSt i r, bus..ine.=s.es wAho compr i s.e their, memLersh i p. i YEwor-kshops ha,j been condu.cted in Tugue gar ao and Cebu Ci ty todate, _.nd wi I 1 be ':conduc ted nat i onw ide by r-egi cinal CCI s. 

Another in strumental f ac tc'r has. been the or'gan i zAt ion of theBus.i ness. Action Group (BAG) . PC.CI esta bl i s.hed E:AG to ensure thatresolutions and projects identified 
in the 11th PhilippineBus. ins-as Conference weere- being impI emen ted, It is composed ofPCCI and government of-i cials tasked wi th the responsi bi iti oftimp lementirg the -e=.ul ts, of the 11t-h PBC. Each r-eoicn has. aReg i onl Bu.s i nes. Action Group (RBAG) , wh i ch meets r.egularlIY to
fo1 lo0 Up ,,n r eQ i nal pr.ojects.
 

Fin a I.', a fundamental i s.ue i.s the extent to which tht schamber- devel 'pmen t is.a "real " phenomenon t,hich wil11 r'esui t inan increase n effectiye participation by the provincial chamber-st.)ith an impact on pol icy and fir-m growth in the SHED regi ons , Itis too early to assess what has been the effect to date, except
to =a.>, that ther-e has. been a significant increase in activ it>.
The emer-cence of the v,...ery active Necros Business For-umrn i th noou ts.ide fundi ng re. ses the is sue of the PCCI a- the only cha r,nel
fcr. support f,:,r i ndu a tr..- a =.oc i at i on 
deve 1 o'pmen t 

In add i t i on , an i-sue c'f ccncer-n i n the 1 cng ter-m i.-FCCI/s.commitment to regional 
chamber development. 
At the pre=.ent time,
PCC as an ins t itu t i,n iE. ccnc erned ,)i t h the impor,t
Si ber al i zat i or, program, wi th 1abor issues., and the oener-alin,.)es tmen t cI i mte. Regi onitl expans i cn appear's to be a s.econdtr yissue for OCJ:: 
 I,:h ich may ha)e i mpl i cat ions -for- the project in
 
the future.
 

2. Sectoral Association Activities
 

A pr inc ip, h yp, the
ii-i o f the S-HED proj ec t is. tha t indu s.tr.
a.-.sci a ti o nE can oper.a te as ef-fec t iye condu ita of -.er-vices to the

smal 1 bus.iness s.ec tor. 
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With regard to sec'toal irdustry associations,developed project ictivity SlED has
with national 
chambers including the
Chamber of Furrniture Industries of 
the Philippines (CFIP),
Phililppine Chamber of theHandicraft Industr ies <PCHI), and the
Phil i ppine Exporters Foundations KPEF. 

At the regi oral level , the proiect fa:il itateddevelopment of thethe Cagayan Val ley Chamber of Furni ture Producers
Astsocition, the Cagaaan Valley Federation of Gifts and HousewareProducts, 
ared the Baguic, Silver arid Brass A.ssciatior. 

1) Chamber 
o Furrni ture Industr ie of the Phi1 ippines (CFIP) 

CFIP is a nartion.ide organization recoignized byFhilipp:,ine government the
 as the cfficial body representing thefurnitur e -.ector. Organized in 196., CFIP is 
al so the onlyfurni ture manufaturer.s" 
 ssociation in the country. At
present, CFIP 
is. invo lv ei with the suppor t of the
gover nment, in furni ture 
export development program inresponse 
to the increasing interest of 
foreign furniture
manufacturers ard distr'ilutors 
in Philippines pr'oducts-. 

For foreign importers of Phil ippine furni ture, theChamber extends assistance byP Iproviding information 
on
products, prevail ing prices, 
 tc., and arranging appropri ate
contacts v.i th its member-hip. 

UFIP has gnowrn significantly1966 to 320 members today. -i.inee its inception inFrom a purely Metro Mani la-based 
operation, it has expanded its regional chapter membershipfrom three in 1972 
to eioht 
in 1981 to thirteen in 1.96.
(see Appendix 7). Its 
ianila-based membership has declined
latrgely as a result of 
the economic cr.isi.
 

To adapt to the demand of 
the current situation, there
is need fcor funi ture makers 
to go beyond the informal and
traditional 
wa s of handling their business. In keepingwith this objectiye , the Furniture Development Progr
am (FrP)
is being implemented by the CFIP and suppor ted by SHED.
 

The progr am seeks:
 

- tc, e:p nd- the services of the CF'IP to its members; and 

to increase the productivi ty of 
the furni ture sector
 
through 
improved prcoduct knowledge and development.
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The major activities. under the Program include: 

a. Publ ication of a monthly journil for the industry
b. Chapter formation in the different regionsc. Inventory of manufacturing facil ities, raw materials, 

skills and other. 
d. Identification of common needs and probiems of the 

i ndust ry 
e. D:evelopment of a training program
f. Strengthern ing of the sector's. 1 inkvoes 
g. Organization aof Data Center. 

CFIP is the principal insti tutional facil i tator for theimplementation of the Program,. assisted by Leverage

Ir ternational (Consul tarts).
 

A memorandum of agreement was signed by CFIP and MTIAugust 1'85, and 251,000 pesos in project funds were 
in 

released in June 1?86.
 

As of the present time, FDP brochures have beendistributed and Es',L±lazethe .mnsl has been started. Themain thrust of 
actiivi ties, however, is institutional
deve lopment both of CFIP and its regional chapters. which can
 serve as effective conduits, of assistance to members in theregions. As in the case of PCHI, the profess ional ization ofthe association to ensure i ts survival despite changes in
leadershi p and individual members is seen by CFIP as
major objective of the program. 

the
 
However, initiatives by theSHED project to 
directly develop regional associations


the furn iture industry such 
in
 

as Cagayan Val l e. Chamber proveddestabili zing to CFIP's regional outreach program. 

b. Phi ippine Chamber of Handicraft Industries (PCHI) 

FCHI is an as.ociation of handicraft producers anddealers and related services. It was. established in 1167,anid currertl> has about 150 members. Rough.l y 50 percent ofits members have been wi th the Chamber fcr the past 10years., and it is. estimated that PCHI memLers account
about one-third of Philippine e'ports of handicrafts. 

for. 
PCHImainta ins. a secretariat at Phi ltrade Center with a cermanent 

staff of four employees. 
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Most of the activities of 
the Chamber consist of
participation 
in dialcogues with the goverrnmerit in areas
concerning handicrafts and SMEs. 
 PCHI also runs the "Export
Pavil ion", a shoppin g are a where members rent booths for
their products. A percentage of sales is paid 
to the
Chamber, 
lar gel> as a result of which PCHI 
built up a fund

of about P! ml1 ir.on In 1:B5 the PCHI Research and
Dee o'pmen t Founda t i wans,,5set up w i th these funds . TheChamber ha.s also run some tr.*aining seminars, anddisseminates information relevant to 
i ts members. Anothermajor acti.i t' is assisting memoers' participation in
international trade fa.irs, such as the recent lorld's Fair
in Yancou'.er , Canada.. 

PCHI was one of the 
original associ.ations identifieda principal ccndu t of 	 at.

SMED services. Discussions betwean
PCHI and SHED de.e back to the start of the pro.i ec t al thougha Memorandum of Agreement was 
signed only in September 1985
and the funds released at the 
end cf June 1986d., The MOA
identifies 
a number of activities, namely:
 

1 . Chamber d'v.e clpmen tv 
2. A basel ine study of ra.i materials
3. Frojct "HARVEST" on the deveo1cipmern t of commun ity-based

production 
centers as suppliers 
for PCHI members.
 
. Accent on design 
procject


5. 	 Training workshop serie5
 
. omestic miss-ions
 

,'. 
 Cottage Industry Technology Center 
and regional CITCs
 
8. Regional trairing commi ttees.
 
9. Speakers registry.
 

The major activit>.: however, is. the base1ine survey of
raw materials to 
provide information on which to 
base

projections for handicrafts 
production and 
to guide
government policy 
in this area. Since the funds were only
released to.PCHI 
in mid-Jun? 1?86, the 
project is just
starting. 
 ith respect to the other 
activi ties mentioned
above, FCHI 
is onl expected to encourage its. members to 
part ic i pate. 

The Chan iber supports 
the idea behind the SMED projectof strengthening associations. 
A problem of associations 
is
that leadership is trans itory. 
 To ensure permanence the
staff must be profess ional ized, and 
this is where they wanted

assistance from SMED. 
 PCHI feels., however, that the
original concept of 
SMED has been lost as 
it has gone ahead
 

s.uppor t c ther projects., includingto 
Letting up rival 

sectoral associations in the regions.
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PCHI has. only one chapter in Pangasinan and would liketo S.et'up ano,:ther but does not have the funds, to s.us.tain this,acti,, ivty,. PCHI wanted to organize product groups withinPCHI but SMED has encouraged the formatior, c separategroups. IWhen the=.e groups, are set up with as. istance fromSrED, they notdo then ..ant to affiliate with PCHI. 

Because of the 1less than satisf actory workingrelationship with SMED, PCHI is. somewhat s-keptical cf its.activi ties al though the. remain will toirg cooperate andcontinue discus.i ns concerning the SMED project. 

3. Phil ipp ine Exporters Foundation (PEF)"
 

The Phi l ippire 
 Expor ters. Foundation ' PEF) is. a new
association of exporters, 
 which was set up in January 1935with SMED funds. Part of the funds were released inFebruary 1985 and part 
in December 1985. To
date, SMED funds are still being utilized in PEF operatiors. 

The setting up of PEF appears to been
have almostentirely a political deci.ion. The rival organization,,
Confederation of 
Phi lilppine Exporters (COPE), 
dates back
.074. By the admission ,o'f both 

to 
PEF and COPE there appears
to have been disagreement.s between MTI 
and the leaders ofCOPE. As. a result, 
PEF was set up by the Executive Order
(No. 992) signed by President Marcos., 
 ordering seven
ministries (MTI, Agr iculture, Natural 
Resources, Finance,Transportation, 
the 
Central Bank arid BOI) to cooperate increat ing PEF. The Board cf Trustees of 
PEF cons.ist of theseseven ministers, plus 
14 private 
sector members.,
representing various as.sociatiors of the seven priorityse,-tors. Hence, while a private association, PEF has heav>

governrment i nvolvemen t. 

At pr'es.ent FEF has 200 members, although the target is.1,000 members. In ofterms potential members., there atareleast 5,03IO0 exporters 
1 is.ted by the Cern tral Bank. Ircontrast COPE has about 400 members. At least 8'' of PEF's
members ar-e also member-s Qf COPE. 

The two organizatio rs are virtually identical 
ir terms
of cbjectives, a]thcugh PEF admitsonly exporters as. members.while COPE has members drawn from affiliated sectors such asir,surance, shi pp i ng, brokerage, and so -for th 
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Are iew of FEF"- member-ship showscf that i t i s composedthe major exporters of the country, including manymultinatio nals and lar-ge companie., although it alsoincludes some me dium-sized companies.
 

The objecti,.es, of 
 the PEF are: 

1. maintain continuous communications bett.een 
government and the pri ,vate sector 

2. organize and plan act ,i ties to benefi t exporters 

3. pro,,vide an averue for arbitration among exporters. 
ard importers 

Whi le PEF"s. major source of fundsSMED funds, at present ar-e theit expects to be self-sufficient frommembership dues once it has enough members. There werealso plans for PEF to be supported by a subs-id>- from importduties., but this apparentl> has not materialized.
 

After the change in government, 
 PEF initiateddiscussions to integrate COPE with PEF. Therealread> a memorandum is, in fact,
of agreement to join the twcorganizatio'ris al though nothing has been final ized.
 

PEF l i-.ts the 
 fol lowing accomplishments: 

1. One-stop export documentation center: Located atPhiltrade, 
this center eliminates the need forexpor, ters to go to man> offices seekirg thenecessary permi ts. to export. Exporters have to goto at least 3 or. I agencies to get permits, e.g.BIR, certificate of loading 
into customs,
inspection authorities., 
certificate 
of origin,
etc. According to PEF about 100 exporters per dayavail of the services of the ceri ter. 

2. Tax-rebate center: Located at BOI, this.-center
meant to handle rebates on impor ted 

is 
r-aw materialcomponents of exports. Exporters have a choice ofavailing of this service or not, s.ince rebatesunder the center's systemrmay or may not be lo,erthan under the old system. Rebates. under, the PEFsystem are generally beneficial to garments andelectronics exporters and s-o these sectors tend tobe the ones avail ing of this service. 
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3. Elimination of exort commodity clearances.
 

4. Liberalization of "distant water 
fis.hing" tax:
there was for'mer l,''a tax on, f i sh ing beyond the 3mile terr itcrial limit because the catch was.considered to be import. and tohence subject
import taxes.. 

Benef i t. from these are a''ai 1able to al I expor terswhether members of FEF or not. COPE admit.s to having kept alow profile in the past few years because of the pol i ticalenvironment, but claims that it had started discuss ionsabout the one-stop export documentation center in pre~iousyears.. COPE al.so intends to be much more active given the
change in government. 

Support to FEF comprised the second largest alloc.ationof SHED's funds <10X of all funds. released from the

portion). Given the apparent 

loan
 
duplication of f+unctioosmembership between andPEF and COPE as well as the compositionof PEF's members, SHED's involvement in PEF needs to beevaluated. Jhi l e there may roombe for more than oneindustry association, this is. probably better left to marketforces to decide rather than government ini tiative.Furthermore the project does. not seem in 1 ine with SMED's. 

focus on SMEs. 

4. Regiornal Sectoral As.sociations 

As a result of SHED project financial and technicalassistance, three provincially based sectoral associations were e.tabl ished. SHED and especially the regional SBACstaff have played a central role in the depelopment of theseassociations. WJhile each association has differentrequirements, the pr in,:ipal use of SHED funds has. been to
 cover the ini.tial 
 operating expenses, the acquisition ofbasic office 
equipment, training activities, trade
participation., and promotional 
fair 

publ ications for buyers. 

In each case, the bas.ic concept of establ i shing theseassociations as conduits for subproject assstance 
to the
wood furniture industry, the brass. and silver irdustry, andthe handicraft indus.try good.is However, the veryincipient iri ti tutional capacit>y of thes.e ass.ociations. rais.es. 
several i ss.ue : 
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First, in tese renieral sectoral associations, there 
th cctaer 
the cottage 

firm ize i th the majcr i ty of firms. atrequirements or. micro lvel. The problems andare somewhat technicaldifferent for the cottage* re.to the sm.allI ard very few ative
medium-sized firms. Therefore,the access of the smal 1er firms appears more 1 i ted. 

Second, there has beer a lackthe of in-depth anal..isneeds and requiremernts ofof si-. ll producersindustries. inr theseThe most critic al requirementof the market is an assesmentpc'tential ,.,f the producers in each of these 
cases. 

Third, the a.ct ii ties undertakengenerated tco date which havethe most interest have beenmarc ,ting act i 
those rel.ated toi ty. The toaccess the lan i laextended marketas. a resuit of their participationin A1 in trade fa.i Hal1 and irselsewhere, 

Man i 1a, 
as wel 1 as factory visi ts in
esu 1 ted in concre te resu 1 t
increased sales. in the form ofThe regiconal producers and buyersbased in Tuguegaro generated center 

rel ac,.-, less interest thanthe access to the hani 1a market. 

The sectora assc:iation developmenteffect ie when acti i ty is mos ti t builds aon common probl 1em ofconcern identif ied cri ticalby the members.kiln drier and input faci lI ties 
The proposals for common


fcr the furni ture
represent industryini ti.ati'ves in this direction.marketa-,il iity However, theof thes.e prcducts is a factrc whichcarefully assessed, should beprior to extensive promotion ofassoci.ation project activit>. 

In sum, more hands-on
experti se s.hould 

sector specific technicalbe a'sai I able to develop as-soci.aproposals iatcon pro.jectto increase the potential for an effectmemberships. on theenterpr is.e operation. 

Final ly in terms of trends in as-soci at ion development,it is too early to assess membershipof growth trendsthese as-socia-tion s. as eachwere 
in the last two

only e st.abl ished 

e ar s.
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B. DOMESTIC MARKET DEVELOPMENT PROGRAM
 

SMED has undertaken 
a numter o! projects in the area.market development. 
of 

Market Encounter Goes 
to Manil a (MEGMA) 

MEGMA is.a buyers' fair., where producers from the regi

have an opportunity to show their 

is
 
wares to buyers from department
stores 
ard other retail establishments mostly from Metro Manila.It was a direct outcome of the foreign exchange crisis in late
1.83, as a result of which retailers who were dependent on
imports for an estimated 68X of 
their merchandise were forced to
consider domestically produced goods. 
The first Fair was held in
March 1984. It was organized by a group composed of the Bureau
of Domestic Trade, 
the Chamber of .Philippine Department Stores
and Retailers., 
the Philippine Association of Supermarkets, Inc.,
and NACIDA. SMED involvement started with MEGMA II when 
it
contributed P222,000 
to support the project. As a result the
Executive Committee of 
the Fair was. expanded to include SMED,
Design Center Phil ippines, and CITEM in the second MEGMA. 

the
 

In order to upgrade the merchandi se and ensure their
saleability, pre-fair, activities constitute 
the bulk of
assistance to SMEs. 
 Roughl> two-thirds of the budget 
is.spent
prior to fair
the to finance 
teams composed of a designer, a

merchandiser 
and a member of the MEGMA secretariat, who ass.is.t
producers select products that will eventuall>, be displayed at
the Fair. In the four MEGMAS thus far-, 247 producers have
participated, generating a total 
of P62.2 million in sales.
 

At SMED's insistence, a MEGMA Foundation jas formed and a
trust fund set 
up which will eventuall>' make 
the event a selfs=us--taining activity'.
 

While the MEGMA project may have 
strong spread effects,
there is a need to examine it in the light of 
the objectives of
the SMED project which 
is to develop private sector initiatives.

The role of SHED in the project appears to have been solely

of 
a financier of a semi-governmental initiative. 

that
 
The major
input of Sr'NED to project design was to on
insist a foundation.
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Cagayan Valley Producers and Buyers Center 
(CVPBC)
 

The proj ec t obj ect i yes of the CVPBC are to he 1p thefurniture 
and gifts and housewares producers of 
wood 

Region II market
their products, and to 
initiate product development activities in
these sectors. 

was 

The basic strategy for attaining the objectivesthe establ i shment of a center, consisting of a 160 sq. mt.
room in the CIADP building, 
 to be a sales and display center,to provide a venue for inforrmation exchange and product 
and 

deve 1opmen t. 

The SGV Operations Review pointed cut sever.al c riticalfactors which inhibit the success of the center. In terms ofbeing a successful marketing operation, the target market has notbeen clearly identified so that strategies are not focused. Theproducts appear to have little competitive advantage vis-a-vis
other supply :enters, for example, the Pampanga 
 furnituremakers) . The center is located far (about 5i0 km.) from itsmajor market and no distribution facil ities exist. Whilepromotion and advertising are similarly inadequate, thesepresuppose the marketabil i ty of the product to begin with. Giveithe points raised in the SGV report and interviews withAssociation members, the basic viabil ity of the project seems 
quest i onabl e. 

Domestic Market Development and the SMED Project 

Regarding MEGMA-type activity in the SMED Project, as Brown(Brown, "A Report on the Marketing Corstraints- for Provincial
Smal l-Medium Entrepreneurs in 
 the Philippines with SomeSuggestions for 
Projects and Further Research", December 1?82.)
points out, marketing knowledge, perhaps even more
production technology', is 
than
 

highly industry and firm- specific.
While on the abstract level there are similarities, market,industry and firm-specific 
data is required to achieve 
a matching
between producer and buyer. 
 The process of bridging the gap is
made even more difficult in a countr~y 
like the Philippine where
physical distance and an island configuration separate markets. 

There is no wa/ the government can pcssibly gather theinformation base to be of extensive help to a typical smallbus.iness, who does not know what he is looking for to begin wi th.Almost by definition SMEs lack the resources to do their
market research to find out 
own 

what will sell, how to sell, andwhere to sell. A trading mental i ty prevalent among SMEs alsocauses great secrecy and dis.trust, Furthermore SMEs often lackthe managerial abilit>' to see opportunities and to capitalize on 
t hem. 
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Under these circumstances, the 
visible specifics of suc:ess
stimulate replication. MEGAs are 
highly specific demonstration
projects. Moreover, by subsidizing the initial linkage between
producers and sellers, they 
are able to break the vicious cycle
of a poor product leading 
to an inabil i ty to sell and therefore
 
no money for investment 
to 
improve the product.
 

The market development projects of 
other associations might
usefully be mentioned at 
this. point. The participation in 
fairs
of the Baguio Silver 
and Brass Association and 
the Cagayan Valle>-
Federation of 
Furniture Manufacturers, (for example, 
at Quezon
City's Ali 
Mall) are example of 
a similar activity. Again, these
 seem to have been 
successful from the 
point of view of 
the
producers concerned 
in that it exposed them to markets which 
texy
would not otherwise have 
been able to acces. without the
financial and technical support of SMED and 
the SBACs. And as a
result of the 
success of 
this type of venture, 
in at least one
instance 
(The Baguio Silver and Brass Association) the
association 
was strengthened both financial ly 
and because it had
tangible activity 
to show prospective members.
 

Activities such as 
these make substantial 
con tributions tothe SMED project. In cases where the 
level of institutional

development is low,'specific activities with visible 
and rapid
signs of 
success are important in spurring 
institutional

development. 
 On a more general plane, such projects have strong
.demonstration effects, which 
are 
important in encouraging changes
in attitudes to risk-taking and to change 
inr general which is an
important part of 
assistance 
to Sr'Es.
 

There is. also need
a to 
reexamine SNED's'involvemen t 
in
MEGMA from the 
point of view of 
the project's ultimate 
aim of
institutional development. The 
contribution 
to MEGMA was. a
substantial 6.2;X 
of SMEDs total net obl igated funds. 
On the
other 
hand, SMED appears to have contributed little 
to the
project design although it was instrumental 
in the setting up of
a MEGMA Foundation. 
 It is desirable to integrate SMED's
activities in 
the area of domestic market 
development more 
fully
with the other elements of 
the project, 
such as. having a more
solid link with regional associations and perhaps other'SMED
ac:tivities in the regions, say, 
a li k to SBIs trainirng focus.
Given the present capabilities :,f 
 SMEs, domestic market
development, more than 
export promotion, is 
a key area in SME
assistance and one 
with seemingly large 
scope for institutional 
devel opmern t. 

On the other hand, projects s.uch 
as the Cagayan Valley
Producers and Buyers Center 
seem to lack 
basic project

feasi biil ity. 
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Thi9 points out a major Pa1w in SMED's project
identification and design and the ne4d for a more anal >'t i calapproach to the whole question of subprojects and demonstrationactivi ties., givern the basic objectives of the project as a whole. 
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C. TRAINING RELATED PROGRAM
 

The traiining programs supported by the S'MED project consist
of small business insti tutes and regional training commi ttees.
The development 
 of smaI1 business institutes is the most
significant training initiative in terms of funding and

subproject activity. As of 
 June 1986, SMED disbursed a total 
2,627,88 
peso, for training related-subproject activities.
Eighty-nine percent of the total amount dislbursed was released to
small business institutes 
in each of the five subproject

.regions. The balance supported the deelopment of a Regional
Training Committee in Region II (Tuguegarao) as well as an

i cipient one in Region VI ,Bicol),
 

Small Business Institutes
 

The objective of SMED in dev,'eloping the SBI prc.gram was toestablish training institutes in the project regions, which will 
offer maragement and ron-technical courses for small 
entrepreneurs. SHED conceives of these SBIs as joint ventureswith private orgar izations, in which the lead partrer is an

establ i shed universi ty or 
 col lege. The aim is to incorporate
into the ad,,visor.y board other pr ivate entities, including
sectoral associations., civic clubs, industry chambers or PQOs, orwel1-krowr, individuals representirg the private "sector in their 
personal capaci t'. 

A total of eight small business, institutes have received
funding, and been inaugurated or affiliated to the SMED, sincethe initiation of the pooject; three in 1984 and five ir 1?85. Aninth has yet to receive SMED funding, but they ha,,e already
under taken project activity based on their mencrandum o+f 
agreement with MTI. These SBIs include: 

Sicol Small Eusiness Institute, Aquinas Universit y,
 
Legaspi Ci ty;
 

C:entr.al Mirrdanao Sma1 I Busin-iess. Insti tute, Notre Dame
 
Universi ty, Cotabato Ci ty;
 

Extension Institute for Small Scale Industries, St. Louis 
Universi ty, Baguio Ci ty; 

C:agayar, Valley Small Business Institute, Cagayan College o
Tugueg r ao, Tuguegarao; 

Western Uisayas Small Business Institute, Central
 
Phil ippines. Universi ty, Iloi lo Ci ty;
 

.51
 

.r

http:C:entr.al


Western Visayas Small Business In=.titute, -Negros Economic 
Deve 1 -pmren t Foundat i on , Bacc, c'd Ci ty ; 

Bicol Small Business Institute, University of Northeastern 
Phi i ppi ries, Iricia Ci t>. 

Il ocardi a Smaial 1 Bus.i ness Ins t itute , Luzon Col 1 ege , DacQupan 

I locar di a Smrall E:u siess Institute, St. Lou i Un i',) ty,
. er-Z 
San Fernando. 

* Hlo t;- Proj ec t Ac t iv i t hat. taken pl ace , bu t SM ED Funds. 
have still not been released to the SBI. 

The bulk of thi inar c i ng ha. been 	 for bas i c i rifrastruc tureand equi pment; training ac-tivi ties; ana modest honorar a fcor non
governmental trainers.
 

The *execu t ive di rec tor and in some ,ase.-., the ent ire board,
of each of these small business inst i tu tes were in terv iewed by
evaluation team members in field visits to five
the reions. In,addi tion, operational reviews of a 	 number of SBIs were carriedout by SGY and b. Dr-. Frank Scott, .n IESC consul tant v=lunteer. 

Our asse_=sment of these SEIs 	 confir ms many oF theconclusions o'f these previous reports. The report by the IESCconsultant stated that, "the SBI projects. which h. -ve exhibited

the most progress 
have 	 the following simi larities": 

1. 	 a mature, bus.ire=s-managerrient oriented director who is 
arid has been active in civic organizations;

2. 	 close collaboration .i-jth a progressive active college 
or univer,si ty;

3, 	 a Board of Directors well selected for, their leadership 
and community influence;

4. 	 staffing ( training and research) selected by the SBI 
Director, that has experience and is resourceful 

5. 	 a strong, support i ye SBAC; and 
6. 	 available and adequate phy'sical facilities." 

The capability cf each 	 cf the SEI. to service small businessvaries consider-ably. 
 Four SBIs had initiated no 
or very limitedtraining activi ty si 	nce their establ i shmner t . These included theCagayan Valley SBI ; the Ilocandi a S2- in Dagupan; *the WesternVis.a.as SI - NEDF; the Bicol 3BI in Iriga City. Each cf these
SBIs 	lacked an integral link to establ ished university withactive extension activities., and lacked adequately trained 
staffing cap.acity. 
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The four SBIs, which were able to significantly expand their
trainirig anid consul tancy acti,',i ty, were S:Is with the above ci ted
characteristics. 
 In addition, 
these SBIs were attached to a
universi ty wi th a strong interes,t in communi ty extension
activities and with the will to cover part or all of the salary
costs of the technical staff theof 3BI
 

One constraint mentioned cons istently 
by all SBI executivedirectors was the considerable delay in the receipt of funds
under the SIED project. This substantially undermined the 
level
of training services, especially in those cases in which a
university was unable 
to advance the SI funds in anticipation of
future receipt of the 
SMED project support. In addition, the
Ministry requirement that funds be authorized only for a given

calendar year, and disbursed on a quarterly basis, was a
destabilizing factor 
in the long term planning of these
 
i nst i tu tions.
 

Seven of the eight SBI executive directors interv iewedcharacterized th services of SMED as 
"poor" to "moderate",
principally because of 
(a) the lack of defined objectives;

(b) the 
absence of adequate channels of communication;

(c) confusi on over terms of
the agreements, especially 
the issues
of private sector 
counterpart and staff compensation. One
particular problem was. the lack of authority of the staff makingperiodic visits to the subproject sites. The consistent reply ofthese SMIED officials in response to queries was " I Wi l have to
 
refer to head office."
 

The self-sustainability of 
the SBIs is questionable in thelong term. The revenues 
received from training activities, which
is the principal source 
of income generation, were insufficient

to build up trust toadequate funds 
 cover long-term operational
expenses. Counterpart contributions from 
the private sector were
anticipated in the memorandums of 
agreement with the Ministry ofTrade and Industry. Howeuer, these have not been forthcoming

except from the 
universi ties themselves. In most 
cases, the
credibility of these SBIs have to be develope'd further before theinstitution is 
in a better position to solicit significant
private sector counterpar t fundi ng. 

The future development of 
the SBI program is.contingent upon

several factors: 

1. the provision of technical support in the 
area of
training methodologies, specifically 
case study, clinic
 
and conference/di.scussion approaches;
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2. the provisiir oc technical support develop
to
programmatic activity and financial 
systems with 
an
emph.sis on develop ing 
an improved revenue generating 
capac i t,; 

3. the clarification of 
the compensation requiremernts for
the technical staff of these SBIs to ensure the longterm viabil it>' of the $BI and a well-defined andsuportive relationship with the affiliated educational
 
institution;
 

4. the further defir, l tion of the client base of the SBIs
given the diversity of 
the berieficiaries currentl
 
being served;
 

5. the provision of support for 
limited research and
consultanc>, services by 
the SBI, e.g. preparation of
 
feasibility studies;
 

6. an assessment 
of the market absorption capacity of

SBIs, in those regions in which more 
than one SBI is
programmed or 
established, 
as well as the potential for

multi-locational 
trairning established by SBIs. 

Regional Training Commi ttee
 

This subproject activity was 
initiated 
on a pilot basis in
Region I (Tuguegarao), 
and is anticipated 
to be implemented in
Region XII (Cotabato) in.the near 
future. The objective of the
Regional Training Committee is improve
to the coordination and
conduct of 
training programs 
in . given region, given the
multiplicity of 
training 
insti tutions. For 
example in
Tuguegarao, representatives cf 
the National 
Cottage Industries
Development Authority (NACIDA), 
the Cagayan Integrated
Agricultural Development Project (CIADP), 
the Srmial1 E:us.iress
Advisory Center 
(SBC) 
arid the National Manpower and Youth
Council (NMYC) agreed form
to the Cagaan Valley Regional

Training Committee.
 

Though the RTC in Region 
II took substantial

underway, the time to get
concept underlying these 
pilot RTCs 
is sound and
should co,
ntinue to be supported.
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D. 	 TECHNICAL ASSISTANCE PROGRAM
 

SMED has urdertaken 
a number of programs which provide
technical 
assistance 
to SHE producers.
 

Product Speci a iasts 
Progr.am ;CITEM)
 

The Product Specialists Program is 
a CITEM progpam in which
product specialists from other countries are 
brought to the
Philippines to 
give 	hands-on advice 
to producers. It is
primari ly geared to preparing producers for the export market)
arid hence is necess.arily geared towards reasonably large SMEs,
 

Financing for 
this. program appears to have Leen 
drawn 	from a
variety o+ sources 
aside 	from SMED, for 
example, from the
SSMI/World Bank Loan. 	 third
SMED financed three 
special ists. in 19841985 	which was the 
largest single allocation from the project's
loan 	proceeds accounting for 12X. of 
the 	net obl igated funds and.
15.4% 	of all loan funds 	released . We 
were 	not able 
to get
details on 	 other
the 	program itself 
(aside from SMEDscontribution) 	 specific
due 	to the unavailability of 
the 	project officer at
CITEM.
 

Accent on Design (AOD)
 

AOD's objectives to provide
are

design 	 a source of locally-inspired
ideas, assist in upgrading' the quality of
and 	to design teaching
disseminate desigr, information 
to domestic producers. it
is aimed at 
improving locally produced goods, initially for Metro
Manila arid 
regional markets, and potentially for 
 the 	export

markets.
 

The particular avenue 
of assistance

design, color, 	 is.prc viding advice on
atc. 	to producers who will 
participate
Encounters and fairs ir,Manila. 	

n Market
 
It operates in the
regions, working with five SMED
 

have had no 
those who have -never gone into exports and
extersive experience 
in,market fairs.
assistance is provided on the 	

While
 
firm-level, contacts 
are 	made through
producers' organizations.
 

Given the type of producers the>y work with,
expect 	 DCP does not
this 	type of activity to 
become self-sustaining. 
AOD 	is
the 	only project where DCP works with 
this 	level of manufacturer.
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Local Study Missions 

In ti is activit. SrM1ED financed two groups of producers or a
study tour 
of relevant production 
facil ities in Metro Manila.
The tours were scheduled to coiric ide wi th a buyers.' fair.,
giving the producers an opportunity 
thus
 

to see the market potential
of their tvpe of pr'ducts. The initial tour was. for 25 woodmanufacturers, scheduled to coincide wi th the Furniture andFurni shi ngs .leek Fair. The second w as. for the Cagayar Val IeyFurni ture Producer Chamber and Cagayan Valley Federation of Gifts
arid Housewares Producers. The total amount spent on the ttwomissions was P26,830. This exposure to Manila-based operations
had a good demrnstratiorn effect on regiorially-based manufacturers 

Proj ect Assis.t 

Project Assist is the umbrella name- for util iz. ing resourcesoffered by various volunteer groups, namely the CESO and IESC. 

The Canadi an Executive Service Organization (CESO) sentvolunteers to work with SMED in 
the areas of processed food,
metal and furniture in 
late 1285 and early 1986. The objective
of the visits was to talk 
to various groups 
irn a specific

industry, 
identify problems and make recommeridations.
 
Apparently, however, 
not enough groundwork vF. 
done prior to the
arrival of the volunteers in terms of a well thought out agenda,places to visit, informati.on 
to groups in the regions as to what
the program was. all about and what it was. supposed to accornpl is.h,etc. In the end; aside from talking to groups, volunteers also

worked wi th individual SMEs.
 

Hs. a result, .,hi 1e the volunteers felt that somecontribution had been made, there 
was a certain level of
frustration and disil I usionment. A fourth volunteer wasoriginally scheduled (in 
 handicrafts) but his visit 
has been
suspended pending the 
submission b>, SMED of 
a definite, well laid
 
out program ac.-eptable to CESO.
 

The International Executives Service Corps (IESC) 
sent three
volunteers to work in the areas of wood, Small Business
Institutes and the 
Philippine Volunteers Foundation. The
experiences of the volunteers were 
fairly positive. There were,however, problems again 
in the administration of 
the project.
Not enough preparation and p1 ann i rig had been done prior to thearrival of the 
volunteers, including briefing prospective 
clients
on what the project was about, what counterparts were expected ofthe cliients, a clear agenda of visits and so forth. 
 For example,
the or-iginal terms. of reference of the volunteer on wood was toassist SMEs in Region II, but he was eventully taken to other 
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regior s as well. While this may have maximized his contribution,the fact that it notwas. thought of initially suggests less. thanthorough preparation for his visit. 

Reimbur-serren ts wiere also a problem. Therelating to the ful'l paymentvolunteer for wood wasand that made over, a >,ear later,for the v'olunteer SB1s in July 1985 has nottoful > paid for to cate. The experience of volunteer 
been 

thewith PYF was much to workmore pcsitive, largely
was rendered in Manila, 

because the assistance 
to 
a group of professionals, and IESC
ar r'ari ed to receive reimburs.ement directly from USAID. 

Philippine Qolunteers Foundation 
.FVF) 

PYF is a l,-cal counter-part of IESCoperational, it will 
ard CESO. Whenfield volunteer consultantsprofessiona to provideand technical 
assistance 
to SMEs.
in 1985, and it avai led PF was orgarizedof the services of =n IESCassist in setting up the foundation 

consul tant to
and its. systems. PVFstill. building up is
its skilIs bank of consultants and seeking
clients fcr its ser'vices. 

out, 
To date, no volurteers have beenalthough sentthere are a number of inquiries for assistance. 

Other Technical Assi stance, Projects 

There are 
a number of 
other projects in the
technical area ofas°s.istarce to SMEs,which are currentlyFor example, SMED ir the works.is working or, set'ting up a foundationto PYF in s-imilar
the areea of technical assistance, the Technology-in-
Action Foundation (TIAF), working with Women
Entrepr.ereur.ship in Finance and'
-WIFE) in settirig up a chapter in the regions,and setting up a foundation 
for Junior Volunteers. 

Techr, i cal Assistance in the SHED Project 

The above activities can'be divided into tw:ao,a) technical majci" tvres:as-.istatrce by or athrough governmentwith very major government inputs), agency (or
and (b) assistancegroups. which to privatewill eventuall:y themselves provideassistance. technicalIn the for-ner, we can class theProcgram of CITEM, Product Special iststhe Accent Designon Projectof volunteer of DCP and the u.--.egroups like IESC and CESO and the localmissions organized studyby SMED itself for itslatter, we can cl ient. .. In theclassify the assistance to PYF and efforts in TIAF
and WIFE. 
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While the former groups of activi ties may 
involve veorking
with associations, the involvemen t of associatiors is primarilyas a beneficiary of services. The point is
here that the primary
purpose of the SHED pr'.iect is so that "private sectorinstitutions, primarily PCCI 
and industry and trade associations,have improved capacity to directly provide and asact cordui t.
for the provision of extension' services 
and demonstrationactivities to SMEs . As mentioried earl ier, CITEMthe 
the project was.largest single benefi,-iary of StED funds. Ginen the SHED
objectives, there 
 should perhaps be less emphasis on assistancedirectly arranged byfor the ,government, and more, or at leastequal, attention and funds devoted to activities. that directly
 

answer the project's, objectives.
 

C16 the other hand, it should be recogn ized that projectslike the Product Specialists Program and Accent on Design haveindeed assisted the SMEs who were fortunate enough to avail oftheir services. 
This assistance, 
aside from the benefits to the
SMEs concerred (and to the country ,or the foreign exchange thatthey presumabfy will earn at some future point in time), is alsouseful from the point cf view of stimulating demand for similar 
types of assistace.,
 

Wallender., in paperthe earlier referred to, points out thatattitudes regarding technical assistance are a major contraint toSME activity in the area of techrology adaptation and change.Partly this is due to the weak industry expertise of governmentextension service for SMEs. Partly this is also due to .theundeveloped management capabil i ties of SMEs, who lackorganizational and analytical ability to use information
identify oppi-irtunities and exploit them. Another equally 

to 

important factor is that SMEs have very poor capacity to bearrisks (even if 
only to produce a prototype product 
or to
experiment w.ith new designs) because their of islevel res.ources so low that the effect of failure would Le qui te serious. 

As in the case. of the domestic market development activitiescited earlier, under these circumstances, highly specificdemonstration projects c-an verybe effective in stimulatinginnovation and repl ication, 
for 

not only for the cl lent himself buthis community as well. It is the latter where spread effectsof such projects 
can be quite powerful. In support of this, the
oLservation of DCP is that clinics wcrk only when success isalready demonstrated with individual firms. SMEs appreciateassistance when 
effects are highly visible and directly

attributable 
to such assistance.
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Hence , while there is. no doubt that working with groups ismore efficient, the difference in degree of effectiveness at thispoint (given the stage of SME deve'lopmert) may be worth the extracost of individual train ing. SMEs may not be ready for group

'trai n i ng.
 

Local study missions widen the horizors of rural SMEs. AODexposes them to design standards which are on an international
 
or at leas.t urban, level . Volunteers and product specialis>;
demonstrate, in a very specific fashion how to improve production,
manage records and what root, with a level of expertise that ageneralist, like SSAC or academic people, cannot hope 
to have.
 

However, the experiehce of some volunteers (such as that of 
wood experts visiting the 
Cagayan Valley wood producers),

indicated that the level of technology in the regions may be such
that the 
most relevant technical assistance would be that from
local experts.. 
 This, in fact, was cited as being a maj.or factor

in encouraging the PVF. Given this, and apart from the 
export
or.bjectives of the Ministry, it may be more c:ost effec.tive forSMED to make use of (1) local experts, and (2) voluntary groups

such as IESC, rather than the expensive CITEM Product
 
Special ist-type of technical assistance.
 

Junior volunteers help SMEs in a. more indirect fashion, Theyare more directly helpful to the $81 as well as to themselves.
SBIs obtain some a=sistance which presumably enables 
them to
better ful.ill their functions, while the stkLdent gets first hand
 exposure to ertrepreneurship .and smal 1 busines's, hopeful 1y

encouraging 
 him to join the ranks of SMEs. 

In terms of the administration of the projec.t, problems seem
to have arisen where SMED itself arranged for the technical

assistance 
for CESO arid IESC. This points to the need for closer

monitoring and communications between 
SMED and SBAC staff who
implement the project. Miscommunication 
is very easy. People
the region may be unfariil iar with organizations and exactly 

in 
wasis. expected of them in terms of a well thought ouk prcgram. An
unfcrtunate trait rural isin areas lack of precision whichnecessitates much more hands-on involvement of SMED staff with

the projects than has. heretofore been done. 
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Regarding the in.titutional development work being done
 
with WI FE and TIAF, there seem tc be probl ems. in gett irig the

projects off the ground. Going back 
 again to the basic objective
of the pr'ject which is to encourage private sector par'tici.pation
in the provision of services, such as extension services to SMEs,
S11ED mi gh t cons.i der tak i rig a mor e active rol e ' in the deve 1opmen t 
of the insti tution c oncer ned. 

In the ca-.e of WIFE, for. example, the project proponent. 
very clearly felt that 
assistance was inadequate. SHED
 
assistance apparert1>' c-nisi.ted -f setting up, one meeting
Legaspi between WIFE -ard a potential chapter in the region. 

in 
In
 

Dagupan SMED "put them (WIFE, in touch with two poter tial
 
groups". No,.,j 
 both SMED and WIFE are apparentix wai ting for
something to happen, but rot taking active steps to make thi ngs

happen. The question is howj much initiative the private 
sector
and the publ i c sec tor should con tr, ibute Wh i 1e the pr.ivate group
must obv i ousl y show i n i t i at i ye , the SHED proj ec t is prec i se , al 
about helping private groups. to gr ow. Hence more active 
assi stance from SMED may be cal led for 

In the case of TIAF market it is not obuicus that a separate
organization needs to be formed at this point, although SHED
 
feels that the is big enough. As pointed out by TIAF's
 
President, there are at least three 
 other foundations in the area 
pr, ov i di rig technical assi-stance to SMEs, namel>': PVF, the PCCI
Foundation or. Economic Development and the SGV Foundation. 
Gi ven the incipient nature of voluntary assi st ance in the
Philippines and the absorptive capacity of SHEs for this, ty,,-pe of
service, there may not be a need for a separate volunteer. group
specifically .for. techn ical ass i stance at this time. 

On the sabre topic of appr.ir iate rcoles and activities SMED 
should undertake, activities like the Local Stud>' Missions appear.
to be of assistance in gettirg SMEs to see opportuni ties arid what
they can do to e'ploi t them. Yet the role of SMED in this
activi t>, appears to ie anM ertirel/ pas.sive one. If this activit, 
is found effective, it might be "institutionalized"and made 
a
 
regular par t of the .erv ices arranged b>, for exampl e, C8I. 
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VI MICRO ENTERPRISE.DEVELOPMENT COMPONENT (MEDC)
 

In the original project 
paper, this component was
anticipated to 
develop, primarily in Filipino private voluntarx
organizations (P'Os), increased capacity to 
assist micro
enterprises located outside Metro Manila through credit programs)marketing assistance and management training.
 

When this project is.completed: 

1. 	 PVOs capable cf 
assisting micro enterprises with credit,
marketing and management training programs will 
be active

outside of Metro Manila. 

2. 	 Training programs will 
be developed to upgrade basic
management skills for micro enterprises.
 

3. 	 Sustainable credit programs will be establ ished for micrc
 
enterprises. 

4. 	 Means of providing.relevant marketing assistance for micro
enterprises will be developed. 

To fulfill these 
objectives, 
it was projected that:
 

1. 
 SMED would provide financing, primarily through PVOs.,assist micro enterprises meet 	
to 

credit needs and provideextension services in marketing and management training.
It was anticipated that 
the Micro Industries Development
.Program (MIDP) unit would handle direct management of 
PVO programs under 
the micro enterprises component. 

Annual action plans would be developed with the assistanceof MTI's MIDP 
to serve as 
a basis for execution of this 
activi ty. 

2. 	 Technical assistance would extended to PIOs, mainly byrI"ioP and the 
be 

general contractor, to improve their extension 
capabi lit>y. 
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3. 	 MI DP will solicit proposals from POs for review b> the
 
MIDP, the Management Implementation Secretariat and the
 
General Contract or. PVOs w ill enter into grant agreemerts
 
wi th MTI.
 

A condition precender t to disbursemer t of this component is 
the submission of a detailed impleren tation Plan, including 
financial plans/ procedures and a standard agreement between 
MTI and PVOs for AID apprcval. 

4. 	 A monitoring system wil11be deneloped, 

An Overview of the Implementation of
 
the Micro Enterpris e Developmeri t Component
 

The Ministry of Trade and Industrx's Micro Industries 
Development uni twas initially responsible for the implementation 
of the micro enterprise development corponent of the SMED 
project. This unit, ircorporated under the Bureau of Small and 
Medium Industries (BSMI), had considerable experience in 
providing direct technical assistance to micro enterprises in the 
Metro Manila area. For MIDF, the SMED project represented an 
oppor turiit>y to develop the methodology o utilizing the 
established expertise of private voluntary organizations (PYOs) 
in regions outside of Metro Manila to respond to the needs of 
micro enterprises. 

The con,-ept underl1ing this component was that Pk)Os are the 
most appropriate conduits to reach microenterpr ises in rural
areas. However, PVOs tend to lack sufficient business expertise 
to manage and operate microenterprise credit and technical 
assistance programs. Therefore, training of PVO staff and 
technical assistance in the development of credit systems serving 
micrcoenterprises, wculd be required. 

MIDF developed a detailed implementation plan for the Micro-
Enterprise Component of the SHED project, which was submitted to
 
and approved by AID. Approval of this plan was a condition 
precedent to the disbursement of funds for this component. This 
first implementation plan, though still a planning document, 
presented a coherent program for asssi sting POs.. Agreements in 
principle had been made with a local financial institution to 
manage the Micro Enterprise Development Fund, and prel iminary 
discussions were underway concerning the specifics of the credit 
program. 
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In addition, MIDP developed a proposal and sol ici ted bidsfor a General Contractor to provide technical assistance in thedesign and implementation of 
the micro enterprise component.
 

At the same time, MIDP carried out a series ofimplementation workshops to promote the toprogram privatevoluntary organizations in the five SHED region.-, and to describethe anticipated project activity under microthe enterprisecomponent . The steps included the (a) the identification of POOcooperators; (b) accreditation of PVOs; (c) MIDP institutionaldevelopment assistance; (d) PVO staff and client training; (e)PVO financial support program. 
MIDP also carried out a course on
promoting micro enterprise in .rural areas with SMED funds.
 

Six months after the development of this implementationplan, 
there emerged differirig approaches on the part of the MIDP
unit and SMED over the specific mechanisms for implementation.The SMED office was concerned about the heavy workload of the
MIDP unit and was not in agreement with 
the first Implementation
Plan developed by MIDP. For example, SIED's. preference was tosubcontract 
training services from UP-ISSI 
for these PVO
beneficiaries, while 
the MIDP had planned to carry out this
training directly. 
 Therefore, negotiations were 
intiated between
 
SIED, MIDP and UP-ISSI.
 

The resignation of 
the head of 
the MIDP unit, who haddeveloped the micro enterprise component from 
its initiation
seriously stalled progress on the implementation plan, To
respond to this shortfall, 
 the SMED executive director developeda microenterprise unit within the SMED office with its own

desi gnated personnel
 

Subsequently, the efforts to obtain the services of aGeneral Contractor for microthe enterprise component alsoto a halt. In came
addi tion, negotiations with LIP-ISSI over theproposed trainiing project ended in stalement, and the trainingactivity was never carried out by UP-ISSI. With regard to thelending program, there was a MinistryMEDC 

decision to change thepreviously identified counterpart financial institution, whichwould serve as the repository of the Micro Enterprise Development:
Fund. 
 This meant that a relationship with 
a new financial
countepart had be developed. In addition, the proposed
to 

mechanism for lendingthe program proved unworkable. Leridingfunds at six percent to PVOs for a microenterprise developmentprogram was not attractive to PVOs, given the potential
avai labil i ty of grant funds otherfrom sources. 
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It is important to emphasize that 
from the very beginning, a
contiruing constraint 
to implementation of 
the micro enterprise
development component 
lending program or 
any credit activity was
AID's concern about 
the specifics of the 
credit scheme. Before
AID can 
enter into a commitmert 
fo fund a credit program, AID
requires 
a detailed description of 
all aspects of the system,
including lending procedures, procedures for 
the selectioK ofborrowers, parameters for uses. of money by the ultimateborrowers, approvals required (e.g. what 
level of transaction

would require MTI approval), terms of the 
loans., including
interest 
rate, maximum amount 
per subloan, provisions for
 repaymen t, ilocat i on and proposed use 
of I oan repayments. 

In the early phase, significant effort 
was made to provide
detailed des.criptions of 
the proposed credit program. However,
subsequently, several 
proposals developed by SMED neglected

provide sufficient documentation 

to
 
to fully respond to AID


requirements with 
regard to credit 
programs. 
This has slowed the
implementation 
of any credit activity, funded by 
the SMED project.
 

SMED staff have made substantial efforts 
to develop specific
proposals to implement 
a number of 
project activities anticipated

in the initial implementation plan, 
such as an asso,-iation of
PtOs. 
 The SMED mi:ro enterprise unit 
initiated the development

of a new set of subproject proposals, 
including the Master PVO
program; the National 
Information Secretariat 
for Income
Generating Projects; 
the 
Micro Enterprise Development Training

Center; the Island Economies Program; 
the Negros Occidentall
Development Livelihood Projects; 
and Project Harvest. (Project
Harvest appears to have been included as 
a micro enterprise

project at 
a later date.) 

The majority of 
these activities remain 
in the project
planning stage. Funds have 
only recently been disbursed for four
of the seven regional association of 
PVOs, while the remaining
projects have 
not yet received any, funding 
as of June 30, 1986,
with the exception of 
Project Harvest. (See Appendix No. 1).
 

Project Harvest
 

Project Harvest, which received 125,000 pesos from SMED
funds., has initiated 
training activity. The objectives of
Project Harvest were to (a) preserve vanishing ethnic skills by
putting them 
to optimal economic use; (b) to match ski lls and
talents with 
locally available raw materials for 
the production
of marketable items; 
(c) to foster coordination 
among community
members to 
obtain specific assistance; (d) to help group engage
in self-sustaining undertakings and generate 
more activity in the
 
fu tur. 
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To date, two communi ty groups, the Annafunar, and Samaguegroups, have been organized, and a total of at least four groupshave rece.ived training ir weaving and prototyping. Based on avisit to a training meeting and interviewes with project trainers.,
the key strength of the training program in basketry is theintegration of buyers., who are iri a posi tion to subcontr act thetrainees, into the trainirig process.. Therefore, there is aneffort to bring together the community as producers together withpotential buyers from the very beginning.
 

The SGY operations review of 
Project Harvest identified acritical problem in project implementation: 
 "What remains to be
seen ... is if the agencies tapped by SMED can del iver the
expected services and if a private industry gro'up can be rel ied
 on to take the lead in sustaining the efforts 
 of the government."The original proposal lacked clarity as to the functions of theproject proponents and the mechan ism for self sustainabil it . 

An ongoing assumption of the project was that the CagayanValley Federation of 
Gifts and Housewares Producers, as theprivate industry group, would sustain the project initiative.

However, in terviews with this federation suggested
inoperabilit y of 

the 
such ar approach, given its lack 
of experience


in marketing xtension services. 

Concept Project Proposals for Micro En terpri se Development 

Apart from Project Harvest, the micro enterprise unitdeveloped a series of national and regional project concept
proposals. A number of these 
 proposals were submitted to AID for
approval in principle in November/December 
 1985; howeuer, theywere placed on hold until the evaluation anticipated for Decemrber

1285 could be carried out.
 

Di scussion with 
one potenti na 
tional FYO projectcollaborator, Philippine 
Business for Social Progress (PBSP),

indicated that the objectives of 
the project proposal for aNational Inormation Secretariat as presented by the SHED staffwas unclear. In the words of PBSP's executive director, "thedesign was too loose." PBSP presented a proposal to SHED, whichindicated that the activities proposed were not what SHED wantedto fund. PBSP decided not to encourage any further collaborationwith SHED. AID's Private Voluntary Organization office is.currently developing an information resource center for PYO's 
independce t of the SHED project 
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ii th recjar-d to the subpr.,ject acti i ty concerrning the 
Associ ati on of Pr. ivate Jol untarPy Orgarizat ions, regional PVO

col 1aborators i n terv i ev.ed expr.essed 
 fr'us tr at ion vi th SMED as. a 
par. tner.. The. three PO association heads i n ter,, i ewed s tated that
the ser-vices pr-ovided to dAte b>y SMED responded "poor.ly" to the

needs of their corn tituents. Tie institutions concerned include

the Himakas Sa'ng Pr. ibadong Organis.as>on,, I1oi Io Ci ty; the

Cornmur i ty Ex tens. i on Ser i ,.e of N'otre Dame Uni vers i t Jr Cotabato
 
Ci t v; NOF'OFI , Eacolod Ci t>'.
 

SHED 	 and SBC'3 taff 	 did pr'ov ide e-xt enFi,, e technical 
ats. ista-nce to these assoc iatironS to develop their, project

proposal s. 
 These proposals .were, howJeuer , considered by AI.D to

be too for-mati v to be .prcivd for 
 fundi 	ng. Ther-efor.e, MTI
decided to extend its own re_.ources for institutional 
development, The delay in the release of GOP funds pr. inc ipal 1;'

because of the snakp electiors and the r'evoIlution was ac ritical
 
factor- irif I uenc i no these assoc i at i ons" 
 op i n 	i :n of SHED.
Discussions had been underway with each 
of these associat ions. o

PVOs. si rce the fir.st pr-omot i onal workshops carr, i ed cut by MIDP in
 
I ?4
 

The 	 i -sue of concern i s that the SMED pr-oject r ais_:.ed
 
expectat iors about the potential of the micr-o enterprise

compcinen t to r-rspord to the needs of reg i on al I based PVOs.
 
These e':pec tat i onis hak.,e yet to be responded to.
 

W th the change in subpr-oJiect pr oposals pres ented by the

SHED s.taff , 1ID was incr-easingly 
 i interested in the presenitat ion

of a rev i ;ed pl an of imp 1emen tat i on of the micr-o en ter-pr i se
 
component. Lihile a draft of this plan was prepared b>, SHED 
staff, the executive di r.ector did riot author- i ze the f i nal rel ease
of this document. in addition, SHED contracted the services of a
cor-.ul tarn i: to pr'epar-ed a strateg>, fci r. micr-o enter-pr, ise 
development but the final product was not accetable to the SMED 
Off i re, The approach adopted by the SHED office was 	to pr'esent a
series of proposals together- concerni ng the Micro Enterprise
Deve lopment Comporent in one letter- r'equesting approval i in 
principle 

A Summary of the Issues 

The pr inci pal issues rais ed by the pr-ogr-es-, of the Mi crco 
En ter.pr. ise Dve I opmen t ,ompone nt were 

1. 	 the absence of clear-ly defined objectives, and of the
rcoles of the. project col I aborators in, pr'oposals developed; 
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2. the lack of a mutually agreei upon'r, criteria for,s.ubpro.iect appr.oval (both by MTI .and AID); 

3. the lack of a coherert, imp lemernt.bl e pl an of action, 
as the pro..iect progr ess.ed; 

4. the complex requir ements of the AID policx for credit
and programs.; 

5. the high turnover of staf res.porns ible for. the MEDC program

6. the ccmplexitx.of 
implementing micro 
enterprise pro..iect
 
by a go.verrnment mri is.try; 

7. the severe institutioral developmer t reeds of PVOs; 

8, the high expectations. of PUO collaborators as.sisted by
the ShIED pr.oject. 
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VII EMPLOYMENT AND ENTERPRISE POLICY RESEARCH COMPONENT (EEPR)
 

This 	component was envisioned 
to develop the capacity to
obtain better informatiorn on SMEs. and to facilitate effective
pol ic' dialogue between the public 
and private sectors about

issues affecting SME growth and productivit.
 

When the project w..as completed, it was. anticipated that: 

1. 	 The GOP and pr ivate sector wculd have an effective s.ystem to
gather accurate and relevant information on SMEs and the
capacity to do better 
pol icy analysis on SMEs.

2. 	 There would be an 
ongoing effective policy dialogue between

private and publ 
ic sectors regarding gowernment pol icies and 
programs affecting SMEs. 

3. 	 Publ ic and private sector s would have a better understanding

of the factors that 
affect the growth and productivity of 
SMEs. 

In order to achieve this, SMED wculd finance the fc llowing:
 

1. 	 commi ssioned studies to 

a. 	 catalogue existing studies and research and suggest
 
additional research;
 

b. 	 survey existing information cn SME association s.; 

c. 	 undertake research to determine the impact of specific
 
policies on SHEs., e.g. impact or, employmen t andenterprise of 
income related policies (such as
 
agricul tural 
pricing pol icies.) , policies on scale and

location (such as credit subsidies, unequal import

duties., etc.) "and policies related 
to capital intensity

of eriterprises.. 

2. 	 Research to study 
employment and enterprise issues to be
 
identified in the of
course implementation. Research will
be applied and problem solvihg, and will feed into and be

supportive of 
other two ShlED components.
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3. 	 Information dissemination and workshops to present and

discuss research with relevarn t pol icy makers.
 

4. 	 Training to improve 
the capacity of MTI to undertake pol icy
analysis and develop organizational arid diagnostic skills
 
relating to SME development.
 

Research Undertaken
 

The entire SHED effort 
in research was conditioned by the
bias in the Ministry at that 
time 	against research. Hence the
only 	major outlay of 
SHED in this areas was" in the training of
 
GOP staff.
 

There 
were 	two basic activities undertaken: short term
courses 
in market and consumer 
research, and scholarships for MTI 
staff to obtain MBAs.. 

Under 
the former, four 2-day seminars were held in Cebu,
Iloilo,. Cagayan de Oro and Manila. 
They 	were attended by a total
of 137 participants, of whom 90 
were staff members of MTI (BSMI-
SBAC, Bureau of Domestic Trade, Product Standards Agency, and
NACIDA), and the rest SHE 
entrepreneurs.
 

In 1984-85, 13 staff members of BSMI-SBAC were given
scholarships 
to obtain masters degrees at 
the Asian Institute of

Managemen t. 

The overall plan called for a total 
of $487,888 tor be spentover 
3 xears to train 289 people in various areas; the total used
to date is approximately $58,852. 
 No activities are planned for
1..86; furthermore 
there appear to be funds available from other
 
sources within MTI 
for the same activit>. (See Appendix No. 
1)
 

Other research efforts were 
the SMED Information Series and
 a strategic option paper for 
micro-industries.
 

The SHED Information 
Series was a SHED project, but for a
variety of reasons, 
no work was done on thi.s at SMED. Theproject was subsequently turned 
over 	to BSMI. Hence, this
project appears on the accomplishment reports of 
both 	agencies,

although all the work was done at 
BSMI. The series was to be
composed of about 12 volumes, of which only two have 
been

completed: one 
on sources of financial assistance to microindustries and another 
on sources of 
technical assistance to 
mi cro-i ndustr i es. 
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Regarding the study on strategic options for micro
i ndustr i e-., AIM t',ias contrac ted to do the research. A number of
problems occured, largely having to do wi th the relucta'nce of the 
contractor to thedo research ir the absence of a ciearl>' def ined 
payment schedule. ('Jhi 1 e there. are funds obli gated for the

project, no pa.-'rrients, have beer 
 made to date. The draft has been
submi t ted to SHED but is i nadequate for the purpose for whhich it 
was commissioned. 

There ar. the begi rini ngs of other research work. A base I i ne
stud-, of ass.ociations was bidded out in mid-1984 but never
 
under taker - subsequenti1y
(funds.'were used *for the SGV oper., tions 
rev iew) . The coricep t of the General Con trac tor was also rewor-ked
into a researc h effort to identify s.ubprojects. in the areas of

wood and gifts and housewares bX reviewing existing studies,

identifyini critical points in the consolidation of small
 
producers' output for exports, 
 providing solutions to 
technological contraints and 
identifying entry points. 
for gifts

and housewares in the appropriate distribution channels..
 

Role of Research in the SHED Prc.iect 

The bias a-f the iinistry againist research during the Phase I.of the SMED project was unforturiate ir that without research SPIED
did not have the data on which to base project identification,
 
design and evaluation. The project 
also called for both a
package for. serv i ces arid the inst i tu t ions to deliver them, which

agai n presupposed research especial Iy 
 as to the capabil ity of
 
existing institutions, needs of SMEs 
 and so forth. 

Research was even more important because of SMED's design as 
a process project. Hence project development would have to be
guided by continuous input from information sources established 
for this purpose. Those include monitoring/evaluation services
(aimed at ass-essirig performance) and a comprehensiue research 
program to serve as a planning source. 

As. pointed out by Robert Hackenberg (Hackenber'g, Robert A."A Proposed Research Agenda. for the Small and Medium Enterprise
Development "SMED) Project." 
 June 14, 1983.) in a paper on the
proposed research agenda for the SMED Project, research 
activities must be initiated earl y in the project so that results 
ma> guide choices among institutional channels., services andtarget in dust.r i es. Hence ccmnmi ssi oned studi es .,hich are nat i onIal 
in scope were assumed early in the project. Subsequent to this
other research grants in later years (1985 and beyond) could take 
the results of earlier broad-gauged research to focus on speci'fic.
 
iss.ues. 
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It may be pci nted out that there are many research components alread> being undertaken as part of individual
projects which could usefully be put together by SMED and used as.the basis for pol icy and project design. A number of SBIs areundertaking surveys in theIr own area, such as the Cotabato SBI'sstudy of wage policies in the Cotabato area and the 
more general
busi less survey of the l locandia SE:I. The wage surveys areparticularly interesting 
in that this. is 
the sort of local issues
that national organizations would have difficulty doing, butwhich have important implications on national wage poli:ies.
What is. needed, however, are inputs from SMED (as the common
denominator) to ensure comparabi 1 i ty of data and a broaij natioralperpective. This will also directly feed into the pl icyresearch specifically mentioned 
in the project paper and allow

SMED to make a direct contribution to MTI policy-making in
 
general.
 

Along this line, another important area where SMED mightusefully go 
into would be technical assistance 
to SBIs in terms
of methodology for research, and an overall research agenda whichwill maximize the contribution cf each institute. A useful
res.each project which has. economies of scale will also Le the
development of a common curriculum as aswell training materialswhich could be used by SBI.s.. The EDCEL project by a consortiumof educational institutions led by UP-ISSI is along this line 'andSMED might investigate the idea of collabcratior on this project. 

The PCHI baseline survey rawof materials will likewiseprovide basic data, 
as. will the integrated information system
 
pro.iect of PCCI.
 

There is. l itte douLt that much could have been gained/ r''the research component of SHED, both for 
the implementa tj.'hi ofthe project and for S ED 
to make a more general contr-rLution to
MTI pol icy-making as well. 
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VIII 
 FINDINGS AND CONCLUSIc4S
 

ECONOMIC AND POLITICAL CONTEXT
 

Project im plement.atior, 
was. 	severel. a-ffected by the adverseeccnomic and 	poli itical cl irmate 
dur ing al 1 c-f Phasecritical factor 	 I. The mostwas 	 the impact on the ministry budget, as wellthe dec1 ininig .irarci ial viabi1 I ty and acces. 	
as 

to credi t of StIEs. 

-MAJOR HYPOTHESIS AND 	RELATIONSHIPS BETWEEN INPUTS. OUTPUTS 
AND PURPOSE
 

The assumpti on 
that 	private sector associ ati iors can 	 tieeffective conduits for services to SMEs remains valid. But
whether thi s as s umpt ion i s ,aI i d wi thin the Phil 	i ppiie cont:extcannot be judged at this. 	point in the project implementation. 

The 	 assumption was 	 that the pr-ivate sector would"principal 	 , play arole 	 in the implementation of the project, However,the 	 implementatio-n process revealed that 	 the pr'ivate sector didriot 	 have the capacity to assume this major role immediateiy, andwould require substantial insti 	tutional development before i t 
could do so.
 

The capacity of private sector 
 insti 	 tutions for regionaloutreach was overestimated. Also, overestimated was 	 theMinistry's interest in delegating substantive projectimplementation r-esponsibility to the private 
sector institutions.
 

The 	 project assumed ex tensiye co] laborat ion between thepublic and private sectors, without prior working experience withsuch 	 a ccl I aborat i on, 

The SMED project assumed that 	an industry a.ssociationapproach could be 
implemented 
in the poorer region. of the
courn 	try. However-, since the 	 i rkages to private sectorinstitutions were necessarilIy weaker irn the poorer regions of thecountry, this association approach prov-d to be difficult to
implement. 

The sel ecti cicf tv.io sectc,;--s of pr-oduc t i on , wcooden furn i tureand 	handicrafts, 
created distortions 
in the -regions of subproject
implementat in. 
 For.-example, 
it has not been possible tostimulate sectoral 
association activity 
in furniture 
in those
regions with a limited market for funniture.
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The 	 major hypothesis that 	 strerngthenirig associationsmore effective 	 to bechannels 
improve 	

to SMEs and providing services neededSMEs. 	 will tor'esult in increased demandand in turn 	 for these services,lead 	 to growth and employment generation is val id. 

However, the exper ience to date suggestsfirm-specific 	 that providingtechnical 

successful 	

and marketing assistance may be moreit, increasing demand ior extensionshort 	 servic.-term. Strengthening 	 in theassociations to increase demand
more lor g-term proposi tion. 
is a 

The hypothesis that the gereration of ruralreasonable 	 employmen t wasoutcome 	 aof the project activity wasSeveral 	 overly optimistic.recent evaluations of SME projects have 	 indicatedjob str'engtherning, 	 thatrather than emplo>.ment generationa more real istic goal. 	 is oftenAn employ'ment

only, 	be and growth impact couldassessed following Phase 
II, 	 in which more
provision of 	 extensive
services 
are 	anticipated. (Blaney, R. and Otero, M.) 

PROJECT MANAGEMENT, DES!GN AND IMPLEMENTATI 
ON 

The 	 decision not to do 	 research
urrdermined 	 and basel ine analysisthe 	 planning capacity of the SHED project. 

Establ i sh i ng a new i nst 	i tut i onal unit, whichincorporated into 	 is not fu l ya "line agenc>" 
with 	 a regional staf+?can undermine 	 capacity,the 	unit's effectiveness in 
a bureaucracy and
monitoririg project activity 	
in
 

in the field.
 

MTI, 	 both at the level of the
adequately trained 	
SHED and SBAC staf+, are nottW pepare subproject proposai- typeof the
that 	AID required. 

The absence of technical supportcontractor increased 	
in the form of a generalthe management responsibil i tieswell 	 as deprived them of of SMED astechnical support in deal irg with AID. 

Subproject funding decisions cannot be made 	 col laborati .elyby two nation al institution., such as. PCCI andhave 	an MTI, which do notestablished working relationship. 
 One 	institution has
be responsible for 	 to
the 	final decision,institution can 	
wh ile the other
only 	realistically 
serve 
in an advisory, policy,
or 
program planning capacity,.
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The "r.l ing design" methodology is difficult to implerent

.in projects with a complex management structure, which anticipate
 
the involvement ard decision-miking authority of several
 
different institutions.
 

The lack oi clearly defined polities and criteria for
 
subproject proposals it the beginning of the project delayed
 
subproject implementation and undermined constructive.
 
collaboration with regiorial 
project proponents.
 

The governrment and AID regul at ions regardirig commodi t>
 
procument,-, disbursemerts and what activities 
can be funded,
 
among others factcrs, were a significant obstacles to
 
imDlemention. The rules and regulations of 
the government and
 
AID were not suf0icient1>, known to all parties.
 

INSTITUTI ON DEVELOPMENT COMPONENT
 

Chamber Development
 

Instituticn building'of industrial chamber's and sectoral
 
institutions is a long term process. 
The institutional
 
development process of these organizations is just getting
 
underway.
 

Phi lippine Chamber of Commerce and Industry
 

From I82 to 1.86 there was significant PCCI chamber
 
development; membership increased dramatically; staffing was up
graded; and 
training and dialogue activity grew substantially.
 
The information flow and linkages between 
the local chambers and
 
PCCI have improved to a moderate extent.
 

The ShiED program has been a fundamertal factor influencing

these factors; however, an equal1 y critical factor in provincial
chamber development has. been the CIPE program which provided the
 
chambers with secretariat services.
 

ChamL-er to chamber, assistance appeared to be a more 
effective channel, than government to chamber support. 
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Sectoral Associations
 

CFIP has ricreesed its. members.hip, but its regional 1 irkageshave been somewhat undermined by SHED's autonomous action in
developing regional sectoral . &s-sociations. The latter can also

be said about PCHI's regional linkages. There has been
 
insuffici ent ccordination between the 
regional outreach of

national associations and the development of regional sectoral
 

s o
as c iat, ons.
 

In the case of PEF, its. organization appears dup] icate
to

the functions, and membership of 
an 
already existing association.

Fur thermoke the size of 
man>' compan ies in PEF is beyond the 
size
 
of firms targetted in the SH'ED Project.
 

The process of recional cutreach by national sectoral
 
ass.oc iat ions tends to be a long 
term process as they represen t

predomi nantl,y Mani la-based i rms.
 

Regional sectcral 
assoc iations have experienced only

incipient in-=.titutioral development 
as all the SMED assisted

associations have been 
formed in the 
last two years.
 

For regional sectoral 
associations firm-specific marketing
assistance has oenerated 
tre mcst interest, and, 
to a lesser
 
extent, 
common service facilities.
 

Sectoral industry associations are 
val id conduits for the
 prov isi on of services, desp ite 
their incipien t development in the

first phase of the project. The services extended through

associations which appear most effective are market access

services, product-specific technical 
training and common 
facility

services.
 

DOMESTI C M RKET DEVELOFMENT AND TECHNI CAL ASSI STANCE
 

The me thodol o> of firm-spe: i f ic market i ng and techn i cal
assistance were effectiue in assit-.ting SMEs directly and
 
providing important demonstration effects.
 

Though not 
W-lways direct1>, contributing to association
 
development, this approach 
appears to Lie a factor 
in increasing

the demand for extension services., 
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TRAINING RELATED PROGRAMS
 

The Small Business Institutes, a program not directly

supportive of 
association development, is a valuable 
training

approach. It is most 
effective when utilizing institutions
 
attached to universities with an 
interest in developing extension
 
services and a commitment to covering partial staffing costs.
 

Technical support to the SBIs in the 
form of training

methodologies and institutional developrr ent was insuffici'int
 
given their requirements.
 

There 
has not beer sufficient cocrdination among regional

training institutions. However, a start 
has been made by forming
 
a pilot Regional Training Commi ttee.
 

MICRC ENTERPRISE DEVELOPMENT COMPONENT
 

MTI's e>per ierce with PVOs and 
m icro en terprise development

is currently somewhat limited. 
 PVOs have demonstrated a

reluctance to work with 
SMED, giver a lack of definition of
 
project objectives.
 

The StMED project lacks a coherent strategy for the micro

enterprise development component. 
 At the start of the project

there was. the 
basis for ar implementable strategy; however, this
 
was never devel oped.
 

Subproject proposals in support 
of micro enterprise

development prepared by 
SMED were insufficiently documented to 
be
 
funded by AID in their current .orm.
 

The micro enterpr ise development component was 
not
 
sufficiently integrated into 
the conceptual design of, the 
proj ec t. 

EMPLOYMENT AND ENTERFRISE RESEARCH COMPONENT 

The SMED project failed to ca.rry out the research plan

proposed 
in the project paper, largely due to the bias and
 
priorities of the Ministry of Trade and Industry at that time.
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IX RECOMMENDATIONS
 

Suppo. t a re-designed Phase 
II of the SMED project with the
following modifications: 

1. The Ministry and the private sector, together with a
redesign team, 
should jointly detide 
on responsibilities forproject management and implementation. This would include a
di scussion 
on the delegation of 
substantive, implementation

responsibi1 i ty to the private sec tor.
 

2. AID and MTI should retain 
the existing regions as 
areas of
 
subproject activi ty.
 

The regions originally selected may have had relatively
less capacity for success with 
an industry association

approach given 
their weak infrastructure 
and greater levei
of poverty. However, 
the incipient institutional development
underway in 
these regions should be 
built upon, as they have
potent ial for valuable, pr vate sector l inkagesB. 

AID and MTI 
should consider the possibilit>' of expanding thegeographic 
scope of the project to include 
one or of
two the
growth oriented regions, outside
more 
of Me tro Manila.
 

There must be 
a sufficient provincial institutional
capacity and commitment to ensure 
effective col laboration, 
as well as consideration of 
the activities albeady

undertaken by BSMI in the 
other regions.
 

4. AID and MTI 
should consider expanding the sectoral focus of
the project to 
include other industrial activity, such 
as
food processing, garments and oth.r non-farm productive
 
activities.
 

5. A redesign 
team, in conjunction with MTI: 
should redefine

the outputs of the project 
to include firm-specific

marketing and 
technical assistance as a

with 

project activity,
a capacity to generate demand 
for ?xtension services,

although not directly linked 
to associations.
 

6. The scope 
of the SMED project should be 
rationalized 
to
conform to 
the. project's basic objectives. It is.

abticip.ted that funding levels will 
be reduced.
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PROJECT MANAGEMENT, DESIGN AND IMPLEMENTATION 

7. 	 MTI shoL, ld develop a research plan to ensure that the

research conducted will support the planning capacity 
of

the implerenting institutior 	 theand private sector 
proponents. 

8. 	 MTI shouid incorporate the SMED project into a l ine agency

wi th regional staff capaci t'.
 

MTI., 	 in conjunction w ith the redesign team, should 
assess the effect the
that reorganization of 
the MTI will

have 	 on the implemertation of the project. The
incorporation into the Ministry of a Deput>y Minister for
Regional Developmer t who is anticipated to be the 1 ine 
agency for the regional MTIs should be evaluated. 

S. 	 MTI shculd establish defined channels of commurication so 
that contact between those managing the SMED project at head
office with expertise in small business development and the
 
MTI regional office be as direct and fluid as 
possible. The

aim is to ensure effective outreach 
arid project foliow-up in
 
the regions.
 

9. 	 MTI should designi.te specific staf to be assigned to the
SMED project. The objective is to ensure that the original

project.goal of increasing 
the capacitx of the private
sector is lost, keep S1EDnot and to 	 Project activities
 
independent 
of other Minis.try project activities. 

18. 	 The MTI should incorporate a contractor who will train,

asssist and support staff invol,..ed in SMED activities in the

head 	office in 
project design, proposal development, and
 
mor,itoring systems.
 

A complerentary antic ipated furiction would be for this 
contractor to servye as an "information broker" between AID 
and the Ministry, to assist wi th the contractual,
procedural, 
arid logistical difficulties associated with 
project development and implementation. 

MTI, 	 in conjunction with 	AID and the redesign team,
should full> develop the scope of work of 
such 	a contractor.
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11. MTI and 
the Executive Committee, tcgether w,,ith the redesign

team, should reassess the validity of the
and redefine 

participants" roles ir the Managemrent Implementation

Secretariat and 
the Executive Committee.
 

Subproject funding dec isionss.houl1 
 be made principally'
by HTI staff to ensure rapid processing. The Executive

Committee t.ji th pr ioate sector representativ.es should serve
in an advisory, pol icy and program planning capacity.
 

Private sector representativ.es may be 
directly

responsible for implementation of a specific program of the
 
SHED prci e, t.
 

12. The S1ED proje,-t as 
a whole should discard the "roll ing

desi'gn" methodol,-,gy as a means of 
project development
 

13. The policies,and criteria for s.ubproject proposals should be
defined by AID and HITI prior to the ini tiation of Phase II. 

14. The redesign team, together with MTI, s.hould assess 
the
criteria for the project monitoring and reporting system

which iou1d include more progr. mnat i.,cindicators of
 
accomp l ishment s.
 

15. M1TI, the Of-fice of Management and Budget, 
and the Commission
 
on Audit should meet to discuss and make recommendations on
governrment regulations concerning commodity procurement,

Yearly budge tary cycles, and other matters concerning the
financial managenr t of the 
project .'hich will affect

implementation in 
the future. 
 The rules and regulations

have to be clarified among all parties.
 

16. AID and MTI , together t,ii th the redesign team, should
determ ine the nost 
appropriate mechanisn for 
disseminating

information about 
their financial procedures and
 
regu lat ions.
 

17. In view of the cperati onal difficulties of the SHED project,

the p'oj ect 
funds should be converted from 
loan to grant
 

18. The redesign team, together with MTI, OHSE and AID, should
 
assess the management implications of converting the project

funds from loan to grant. A new system wi11 need to be

dev6loped 
to allow for implementation.
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INSTITUTI ONAL DEVELOPMENT COMPONENT
 

1?. MTI, in the SHED project, should concentrate on a limitednumber of programmatic activities. 
This would not
necessarily mean 
that all 
projects and proposals currently

underway should be preserved.
 

The program which merit continuing include:
 

- Small Business Institutes 
- Chamber Development Program 
- Association Development
- Firm-Specific Marketing and Technical 
As.istance.
 

The Redesign Team together with MTI 
and the MTI
regional 
office should determine the principal programmatic
activities 
to be undertaken 
in Phase II. 

20. MTI should provide a more integrated support structure tosubproject activities underway, via subcontract to private
specialized institutions.' The concern here is specialized,technical support which 
is 
relatively non-bureaucratic 

respoisiye to regional 

and 
project col laborators' requirements. 

Recommended subprojects include:
 

a) Technical assistance in training methodologies for
Small Business. Institutes in each of the regions. 

b) Technical ass.istance to all project collaborators ininstitutional development, 
the implementation of
financial 
systems, and programmatic activity with 
a
 
greater revenue generating capacity.
 

c) Technical a.sistance by 
industrial 
sector specialists

to support the association development component.
 

The re-design 
team should substantively assist MTI 
to
develop these subproject proposals.
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PCCI 	CHAMBER DEVELOPMENT
 

21. The redesign team, in conjunction with r"TI , PCCI and 
regional ,chambers, sh:uld assess and determine the most
 
appropriate program for provincial chamber development,
 
which will respond to the needs of SMEs and promote
 
increased informatior flow betwMeen chamber.
 

22. The redesign team, together with MTI, PCCI and regional
 
chambers., should reevaluate Business Information Centers 
(BICs) as a SHED program activity. 

SECTORAL ASSOCIATION.M DEVELOPMENT
 

23. The re-design team in conjunction with MTI , national and 
regional sectoral associations should establish guidelines 
and make programmatic recommendations determining the most 
appropriate means of us.ing either national and/or regional
 
secto-al associatirs as conduits for services.
 

The p ians devel, p ed should ex'pl icitly demoristrate the 
1 inkages betweer the deve1opment of regional sectoral 
associations and national s.ectoral ass.ociations in 
subproject activi ty. 

24. 	 MT! should reassess the val idit> of SHED's pro.ject
 
involvement in the Philippine Exporters Foundation 
(PEF),
 

DOMESTIC MARKET DEVELOPMENT AND TECHNICAL ASSISTANCE PROGRAMS
 

25. The rede'sign team, in conjunction with MTI, should establish
 
guidelines for the integration of the domestic market
 
development and technical assistance programs into 
the
 
overal 11 -ramework of the institutional development
 
component. Firm-specific technical and marketing assistance
 
should be continued and should be more directly supportive 
of association development. 
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TRAINING RELATED PROGRAM
 

26., 	 MTI sho uld subcontract 
techni cal support in the area oftrairing me thodol ogies,s pecifically case study, clinic- and
cnferencexo.dis.cus..=i on approaches. for Sinal 1 Bu.ines 
Ins.t i tutes. 

27. 	The reoesig r t eam should help MTI toc' develop, this s.ubproject 
proposal. 

28. ll ith to MTiregard SE:Is, s.houl d 

a) 	 Clarify' the cornieisation requirements for the technical
staff to' ensure their lorng-term u abi it>;
 

b) 	 Cl ari-f>' ard fur ther defi 
ne the cl en t base of the SB s. 

c) 	 Assess the mark et abs.opr tior capaci ty of SBIs 	 where 
rore 	than on e 88! i . progr.ammed. 

d) Suppor t ard 1 imi ted research arnd consul tancy b> SEs, 

MICRO ENTERPRISE DEVELOPMENT 

29. 	 The objectives. of the mic,-o enterpris.e compornent are
different -From those theof rest of the SMED project. Inview 	of MTI s 1 irmi ted e'xper ience w ith PVO5. and micro 
en terpr i-e de I opmen t , and be'cause of the need for the SMEDo'ffice to focus. on impl ement ing the inst i tut ional
development componer t, 
the micro enterprise developmer
conporeri t s.hould be s.epar.ated from 

t 
the SMED Pr-.ect.
 

30. 	 A re. micro-er terprisi 
s i , 

deve lopmer t project s.hould be 
gnreed to be impi ermented by a national PVO arid/or. thereshould be increased supor t to 	the co-finrancing program cf 

AI D.
 

EMPLOYMENT AND ENTERFRISE POLICY RESEARCH 

31. 	 SMED should carry out basel ine ard pol ic> research

specifically., tied 
to 
and suppor tive of pro.iects, alreadyunderua asas well concerr irg anticipated project activitym 
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APPENDIX NO. la 
SMED GRANT
 

(in US Dollars) 

Proposed 
Approved Real lo-
Per PIL 21 cation 

A. EXTENSION AND DEMONSTRATION 

Extension (Technical Services) 
- Product Specialists 128,000 --
- PTE/Technology in Action 49,950 -
- PTE (Productivity/Technology 

Efficiency) --- 50,008 
- Technology in Action --- 50,000 
- Gabay Junior Volunteers 44,450 44,450 
- Support to Regional Federations 33,850 60,000 
- Phil ippine Volunteer Program (PVF) 55,550 28,000 
- General Contract 75,000 600,000 
- Micro Enterprise Contractor 27,500 30,000 
- Small Business Institutes 49,000 10,000 
- NIS-IGP (National Info Secretariat/

Income Generating Projects) --- 30,000 
- Master PVO 75,000 
- Island Economies --- 10,000 
- Micro Enterprise Development and 
Training Center 

- Business Development and 
--- 4',000 

Technology Center 30,000 
- Aquaculture Technical Consultancy 

Service Center 100,000 

Sub-Total 464,000 1,157,456 

Demonstration Activi ties 

- Market Encounter Goes to Manila 50,000 --
- Buyers' Centers 50,000 --
- Support to Association 170,000 100,080 

Sub-Total 270,000 100,000 

B. Commodities 72,000 64,000 

C. Training 50,000 ---

D. Studies and Evaluation 36,000 178,550 

Sub-Total 892,000 1,150,000 

Not Yet Programmed 608,000 ---

TOTAL 1,500,080 1,500,000 

Source: SHED Administrative Records
 



APPENDIX NO. lb
 

SMALL. AND MKLIIIU i.NT:HI'klb- UIVELLPI4IENT PNUJECT 
SI'AfUS OF LiOA. IJU'ILAY C I'Ll(ItlII, 'ItjjL.'T lASIS) 

rO PLMI.jLjS ENDING, U0L:EHLKU 31, 1164 1 1I90 AMU JUN9 30, 1ib6 

PRUJECTS NrT UOLICATrO KELEASEU APPLIED FOR REIKEUISED NY 
______ __IgIUKls:,T USAID TO TI.EASU14Y. 

S1tuLi on&| Levelupa-enL Components, 

hamber Davalopment: 

a,' Rerunning of Pruduct SpcciaLibc (PCLCI) P b)0,OUO P 6od , 00 0 
b. BIC - Tuguegarao 1O0,01(I IOU,UUU 0 
C. BIC - La Un.ion dl,bba Mb660 0 
d. tIC - MUSA 50,0O 50,000 0 
C. BIC - UagupaMi 50,00U 0 0 
I. BIC - Laoag 50.000 0 0 

. IC - Ilig an 50,000 0 0 

I . IC - Iloilo iO.00 0 0 
i. BIC - Iacolod 50,000 0 0 
j. BIC- Isabela 50,000 0 0 
k. BIC - baguio 5U.00UUU '1 ,'11, 0 

1. Cagayan Velley Cha ber of .urn- ued 
Pruduc.ra 200,000 100.,000 P 41,B71 0 

W. c;VCFP buyers Center 50,U11 50,ouo 271,442 0 
n. ACCL/bCCI I 6U "0I IbW,043 O,O4UU 9 
0. PCCI Workshop J6,217 3,217 e 36,217 0 
p. itlIS/PCCL 2UU,U)A U 0 0 

6.aawiu bafl'.t CCI- 5,.Ij 5,250 5*J-,() 
r. C ?1 Trainiog 251,292 21,292 29,V42 O 
a. Western Viaayaa Federatinu uf 

FurnitLure Nanufactugaur 01.11U0 Ii ) 
C. 4I'l4 .U,4UU 412,0UUU 0 
u. Tr&LW and Industry Information 

Lxch enga 167,05) 0 0 0 

DaeLic mIarkeL Devml,)pCent Progrim: 

a. HKLKA (HACLDA) 522.Us2s.*5 473.531 p 136,680 
b. egional Buyers CenL.r (HACIDA) 2bU,000 2bU,000 0 0 
c. iaguio Silvr and Brams 75,000 75,U00 46,522 0 
d. Re.ional Producers and i uyere 

Center (Fuderatiou of Cift at,J 
iousuevare) 9,277 9,277 9,277 0 

A. basketry Products (FtidvracLon of 
Gift and 2Ious,:wre) 125,000 125,OO0 0 0 

:.al Rusine.s Institute: 

A. Bicol SDI (Aquinaa University) 4(,0,000 460),000 2"4,574 100,000 
b. SPDAC 7UO00 0,000 0 0 
C. hicaj 551 (Unzversity of Nurticusern 

hlhilippinea) 125 ,0()O 125,000 36,497 36,497 
Id. flocandia 5111 (St. Louis) ban Fernandu 2bU , wo) 28,UUU 271.251 a 
u. Cagayan Va1Ley 581 -'2,40 4t2,400 0 0 
f. Wstcern Visayas Sb1 - NEDF JOu,000 1300,000 0 0 
g. Western Viaayas SM2 - CPU )U0,1i" 'JU0,U0 89,850 0 
It. Ceacral M1:d1unao Sbl - NVU 45U,OUU 45U 0O 34b,4U2 0 
i. l1ocandia SHI (Vivina Ward ColletO) L50,00U 0 0 
'i. Ilocandia 561 (Luzon Culegu 

Damlupan ) 
-

5UO,0UU 0 
k. F.(SS3 - St. L uis College - bIguio 80,000 80.000 0 
1. Iligan 5Gb - Iligan [not. of Tacit. 

CESLIKV S11U00 0 



IROJECTS NET OULI AEL A9EI1.ASED APPLIED VOk uIUJURgWi U1 
_______Rf-JMUW3SZMN~T USLAD TO ?P.LA.IZ 

0. Local Study Mievi.ot ior Furnituic P 20,000P 20,000 a 0. 

L. Vo lunteer Proruw ; 

a. 
b. 
c. 
-. 

PhiIppine E pu.rtcra Fou.1.iL i, 
Junior VulutiLuer Survic. 
IL:;C 
I'bilippine Volunceer Ioundation 

1,000,000 
7,*,0u 

b6,137 
5U.000 

1 ,0()U,UO0 
17,7UU 
66,137 
SOU000 

P 
0 

"1,250 
9,000 
suouo 

0 

0 
0 
9,000 

0 

". ,A6ut u ULsigbi 61t,4i,OUU Jb ,OUU (1 0 
;, iotial Trainiing C,,maiciC, 1UO,o0O0 J00,000 0 0 

TOTAL INSTITUTIONA. UEVELOPMJIr P 9,A23,8Y1 P 7,309,968 P 1,700,906 313,177 

.Nkcro Lnt.rpre. Ia"vvuopownt 

A. CAurbw un Pruancing Micro 
in lite Aural Arcas 

IS. nLUC Lendi.ig eroxrAm 
C. Assocation of PVU'& 

Enrtrpjaou 
P 58,000 

0 
420,Uijo 

P 58,U00 
0 
0 

P 47,614 
0 
U 

P 47,614 
0 
0 

TOTAL MICRO LNTERP'HISE DEVFI.uP.4LNT' P .78,OU] P 58,000 P 47,614 P 47,614 

11wislaynw.nL and hnterprise Policy 9.eear'h; 

A. 
6. 
C. 
IJ. 
k. 

AIM Scholarah.ip Program 
SGV Cuntractur 
SLXR1LFWA1 
MIorket KAacarch Seminar 
Pruducc Specialibc Program 

P 81,Oa 
300,000 
557,oc6 
L'O,UO 

1,547,285 

p 81,038 
300.0,00 

0 
120,000 

L,547,2d0 

P 881,038 
30,000 

0 
120,000 

1,547,2-5 

P 883,038 
,300,0 
0 

120,000 
1,547,265 

TOTAL Eli.LL)YtKLT MWI LNTEPRISE P 3,140,')bv 0 2,148,323 P 2,648,323 P 2,648,323 

TOAl. iANlMi 0III'*.Ay YIRNU Pi 1. 1Ill, 1ij Pi ll I,3'il P 4,.,t14,,54J P 3,22U,1|4 

Source: SMED Administrative Records, 1986 
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APPENDIX HO. Ic
 
LIST OF A.I.D. SMED PROJECT ACTIVITY, INCLUDING AMOUNT EARMARKED, COMMITTED AND DISBURSED
 
PIL DATE NAME OF PROJECT/ACTIVITY 
 A"OUWT AMOUNT PIRPUR6E

__H9t_ REBUV[R . . .
 . . ..-------------------------------------------. LABUdMSED M E DE!VIR 


8 06/04/4 Training course to promote micro enterprises. 4,855 4,955 2,000

08107194 Study of existing associations. 16,669 16,661a I1000
 

II 09(09/84 Establishment of the Bicol Small Business Institute 23,334 5,556 
 5,000
 
Aqatinas University of Legaspi.


14 09/12/B4 Request for Technical Proposals (MEDC). 
 33,333 4,167

16 0912514 1964-1965 AIM Scholarship Program. 51,123 51,123 46,000

17 09/27/84 Market Encounter goes to Manila. (Buyers' Market? 27,677 27,677 10,000

19 10124104 Procurement of technical services of furniture 3,990 
 2,190
 

expurts fro& the International Executive Service
 
Corps ([ESC).


10/25/95 Support to the Cagayan Valley Chamber of 
Furniture 12,210 12,210
 
Procedures and Buyers Center in Tuguegarao, Cagayan.


23 11/02104 Commodity Procureaunt. 
 4,962 4,862 4,000
 
24 11/15184 Basketry Project for the Cagayan Valley. 
 10,070 10,070

26 12/07/84 Small Businuss Institute in Cagayan. 19,350

27 12/12/94 Vehicle procurement. 
 50,000 24.000 23,000

28 12/13184 Procuremant of Product Specialists. 76,425 76,425 77,000

2? 12/27/84 One onth exhibit of 
selected gifts and houseware 555 555
 

products of member-associations of the newly
 
organized Regional Federation of Crafts and
 
Houseaares procedures iRFSHP) at the Regional
 
Producers and buyers Center in Regon 11.

01/09/85 
 harket Research Seminars for the regional technical 6,666 6&666 7,000
 
staff of the iistry of Trade and Industry.


31" 01/14/85 Recording and 'Re-running" Product Specialists 30,770
 
Activities.
 

33 01/21/95 Jrade and Industry Information Exchange Centers. 7,670

34 01/30/85 Support for icel Chamber of Commerce and Industry 
 6,301
 

Secretariat
 
38 02/22/95 Establishment of four Regional Buyers Centers in 
 24,723
 

Baguio, Naga, Cubu, and Davao.

03/05/B5 Establishaent of Iloilo and Bacolod branches of the 36,001 36,001
 

Western Visayas Beall Business Institute. 
41 03/06/85 Accent on Design Activity 20,534 20,534
42 03/07/B5 Junior Volunteer Service Activity. (Baguiol 2,925 2,925

43 03/0795 (Renovation of thel) icol Small Business Institute 
 7,604 7,604 2,000
 

University of Northeastern Philippines loffice
 
facillties).


44 03/07185 Local Study Mission for furniture 1,112 1,112

45 03/07/05 Furniture finishing training. 
 934
 
46 03/08/85 Market Encounter Soes to Manila (IEBHA 1795) Buyers 16,841 16,841
 

fair.
 
03/25/B5 Partially finance the costs of 
the subject seminar 1,045 1,045
 

conducted at the Cotakato City Small Business
 
Institute. 

55 05/09195 Central Mlindanso Small lusiness Institute. 22,778 22,778
56 05/10/95 Procurement of fear voluntbwr advisors from the 41,000 5,309 

International Exscutiva fervice Corps. (IESCI.
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57 05/20/84' 
 Ilocandla Small 
Business Institute 
- St. Louis 
 15,55 
 1

59 u6ub135 	 Collage. 15,55 ,
Senar-Baguto-3gnqugt 
Chamber
Industry	 of Commerce and 
 292 

60 ('6110/95 Ali-Mall 
 Exhibit of 
the laguio Sil.er and Irass 
 3,89 3,829
 
66 07/12/85 	 Producers" Association. (988PA)
Philippine Volunteers foundation.
67 09/05/95 	 Philippine Chamber mf 30,556 .30,556
Commerce and 	 11,000

68 t8/126/85 	 Industry Workshop 2,012 2,012
Printing brochures of 
PCC1-SMED Projects.
70 09/09/85 	 Regional 2,500
Training Committee Ilulti-Pupose Centers 
 16,667
 

in Region
75 10/I7/05 	 St. 11.
Louis University-Extention Institute 
for 
 4,444
 
Saall-Scale Industries.
77 10/18/85 lusinessmen's Information Centers.
80 10/25104 Personal 22,222
Management Implementation 

11,111
 
Secretariat-Cotabato.
BI 10/28/85 	 Product Specialists Program. 
 29,200
95 11/13/85 
 Loca Study Mission for Sifts 
and Houseuarv
Association of 	 298237
Region 11. 


86 11/14/95 378
Sorsogon Project Development Assistance 
 3,89
Center/icol 
Small
89 12/03/85 	 Business Institute-Sorsogon.
Chamber Development Program Philippine Chamber 
of 23,333
 
90 12/12/85 Handicraft Industries
Ilocandia Small (PCHI).
Ousiness Institute-St. Louis Collage 
 2,77B
Extension Institute at
92 12/17/85 	 Luzon Colleges, Dagupan.
Commodity Procurementi 
Microcomputers.
93 12/19/85 
 Saall Business Institute National 	

4,159

95 01/29186 	 Conference.
Trade and Industry Infomation Center. 1,417 1,417.

97 02/04/86 Dperations Revlew 20,392 18,000
Market Encounter Goes
98 02.05186 	 to Manila 1,389Western Visayas 	federation of 
furniture Manufacturers
99 02/14/86 	 5,556 5,000
Cagayan Valley Federation of 
Gifts and Houseware 
 2,000
 

Proc*dures.
100 02/14/6 
 Sicol 
Regional Training Committee. 

103 03/03/86 	 2,632
Nueva Vizcaya Small 
Institute !rogras.
104 03/04/86 
 Central lindanao SmaIl 	 5,000
Business 
Institute 
- NOU Small 2,000
Business Institute Affillat:ap Program (CESDEV-Iligan


and CEEDEV-NarmuJ).
 

11/25/85 
 General Contractor-InstitutJonal

11/25/85 	 developetnt.SMED Evaluation Contract. 244,000
 

35,000 35,000
 

TOTAL ----------------------------------------------------------------

1,054,640--474,073--- 203 

Source: AID Project Records, prepared wi th the i rid a j-si .tarnce cir. i tchel l Katz, LIS3ID Research Ir, tern 

000 



APPENDIX NO. 
2
 

SMED 	STAFF MOVEMENTS
 
1984 
- 1986 

Staff 
 1984 
 1965 
 1986 
 To Date
 

Beginning Balance 

12 
 24 
 0
 

Hired 
15 
 25 
 6 
 46
 

Resigned 

3 
 13 
 12 
 28
 

End Ealance 

12 
 24 
 18 
 18
 

Permanent Staf+
(None 	on tract) 
3 
 3 
 3 
 3
 

Source: 
 SIED Administrative Records
Supplied with kind assistance of 
 Mel Fernandez.
 



APPENDIX< NO. 4
 

.30 AUG 1984 

Execut.ive 'irectior
 
SI1Ll ~un~Er:terpri se!.d 

~v~1cm~r~t(5 .E[') Project 
tHListry of Tr~rO&L r 1CUtLIj 
'.61 Serator Gil j. FPuyat Averlue 

&;,izll a~ld 1kicciumf Erntarprisc~SLtbUCt: 

uevelopmEnt (SMED) FrojECt
 
Project kro. 452-OZ59
 
Prcjc-ct n,.rertaticr- Letter Io. '13 

is prcovlce gui'2irr-- on irforr,",tionfl ID 
Trit. pUrpose cf tis 1.,tter tu 

to evaluate proposals sulbliitteu 
v.ll -rajuire anG cri-;-:ria AID hill use suchcm4--onenIt of S :ED. Orodraxily,

ue~~r ticir,StU-1ori&1 GE-VE*GPr;;Tit 
Ubepprcvei; Voy AID in cunjurnctiofl O;th t-e aliruBal 

prupsals %.OL_( 
e-. of 

JrL~p.*ieraenfltticr 0ari*prearec6 under Sectioni _ u 
to theadditiol.5 End Crli.~ncts 

h-,oevEr, it is rvco.ni~eQtha rticPts 1 
to time curing the Ye:ar and' tii*,su ImaY 

plar r;;ay Lc- apprizpriY'L ircri: ti~ii 
tir.-e SUL~eCt tLO 1;utual


be irzcorpor~ted 'Into tile pruject plan dt druy 

tf.e ?Ninistry of 1racie alIruUStrr (1.71) ar; AID ir 

acreeiw-cnt betveen groups
AID su ,-csts thtse gui6&l ines b~e giver, to privete soctur 

-artirg. 

jhtAr-_st2O in SELI'1. 

Ni_ U- for LLrnustic k.rialysi s 

institutoie.1p1~,j!L's vr.a'cr ccT_-eri.s rer,,rcinq prcpoSuLS tor 
oil SkiED zrc tha~t trc.) Lt 

a~re ttiat they L' LOF4SiSterit itritre ",ectives 
~socialy Mni Ci taiv 

t1-_cwn:ical ly, firu.zg~C-'1l ly. C:C;WiCallY, 
sshuld2 Le suppcrted b'; S;LffiCi*Eflt, at arcd 

sc;un d Acccroincl.-, prmpusl 
i- urr: rI~y 6jsCcsetese co~iccr;ns, ;re , t;'&rcL

aliualysE~ *au _rzisfy 
rnd An,_- Ji of the. Prcject


Ledaw. In accordance w;ith The Project Paper 

t~a.at trne gerierial cuntrcacoCr 

'AS DEEri our Joint ExpcctztioriA~reeWcft, it thise propL als. 
wo~uld oo the Yicussary Lia~nCstic ailalysEs to support 

a gerioral cui;tractor arE 
I1o1.ever, uurifl thr iritEri. t"Ilat the services of 

prccutI i t -. ill L-e necessary for the C.GP/privatC_ sector 
i.%env ILI:1C SUI*CL S LI1 

to JL.Sti fy t',.C pW105Od11 5 L:h, d..uenriiciriL~s 
trio rapia procurt~fl:cfL Of tile ir~ ernc~uraesuxpertisf. AID 

ill cirer to f?.Cili Late6 the GVeloP,.-11t Of ScGuIlc.
ccritractur services 
pro Pusl s. 



is tcThe rijor thrust of S~Csirj!titL'tional 6velL-prert co~Yc',PII'*lt 
support th:e caveIop--crt -f trduE mfc ilCLStry associatio~s iri iL~res 

out-i~le of tiaila e±s a j;ajjs of fazcilitz*tirn; ti1e Srovrtln of srM-tal/meuium 

kwjI .se, vnic1 .ouo ill turr. contriE.,ute to anI lirt~ase ir, vuralZurpr1 
E'i..pI 3ymu-rL. To E,-,ule t c Z-SoCi~11f to st~rvce as o'irEct uppliers of 

ccn ,uit-, fir tl,,e provi.;ion of ruxtEnsiui services tU $r.LHlai~ piicipai 
c~ecjiurn enterpisLS, tuie assoc'ia-6inS ' C-PaLilitit's t, Prroviuie Luth 

ziia 
In tlhiSirn-uS-,ry zna fiTI;.-sp~Ctclii s~rvices zr to ue sti-ione~~lnec .
 

process, ucicnstrati on aczivi ti es/extunsi cr, serb ices repr esents the rcaor
 

inpu.T Lo tjhe ji~S-JtiU,)L dvt-2Iorrrt cw:punerit in fin~ancial ter.,S.
 
neecds anzilyss creAceq~ate associdtion-level as -tell as fir-m-specific 

crucial to irc -itlf~inq appro~riate ce,cnstratiofl &ctivitics ;nd 
i'ey role of t.'.orouyr. anal3ytic&1 qrcun~d.iork inconstitute exarcples of th~e 

Vi~e FOMr-titOn Of SOUn.& aCtiVity PrO-GralS. In scotrt, ai~alysis provi~eS 

ti-e justi flcatiofi for thie uncertaking V f e~n particulanr activity, and 
finaings of pertinent brhlyses.prupuse.s --hOILU coriLin the 

Eval uz,'i or, 

over- the rcxt eigi-tecn imontits 'ill 1.cSircc activities wcUrtkr 
~ci~i,, -ared tot*jard the testing of~ riai aipproaches, an Cditional 

concern is that an idequ- t- amoritcwinq wid eveluation c"-nvnEnt be built 

reflvctt~ in tihe proposals.ir:co -%ch cctivit), and th'at this te 

Summar)-riteria f~r Ev~1uaticnr of Propuscls 

Ti~e fortuiriv ccriccriis -are m-flected in the tollo-ing criteria wliIch AID 

..fill '-s LoCbi prupcsals: 

1. A~~tcly ~ r~rt cfr;~l&to pruC.Ct ub(LZTiVES, i.e., 

priv&te sictor ; andfistiLtioiiatior, of services. v.ittn trx 

o.,~ i ~rC tu SI- nr~riZr-L S -tcu%.r tije OLfCtive of 

to ~i.0cli trt: prc, s.o civi ty -,.uu-I(~iCaLUMs Gl LIVL eXLanL 
contiLiiu.te Tcohiar-u ri, &etjn prc)ect oijectilves iricluce focus D11 the 

ifltLH'oLeu pr ict n-areficicries &Ii cxteflt 01 priv&Wie seczoir 

ii7. 	-'Lurity of coesCr-iption o~f -the pruposc acti~ity, incltuCiri 


trie activit.
ciLofinE6 sT-aoemt ;f tlie rneE- ror 

Ca 	 CTrcost Zi1 Lcc&Pt~LLo or ecoramic ra-ite of ri-:turn.RC; .iiL) I -aIle 

~.. rcjct sutirai ityICIiol~Iqi tCCiii:al, SocjIL1, finratcial End 

http:contiLiiu.te


Suggested Proposal Eler.-rts
 

The foloing represernt, in outline form, sugaested eleaselits of an 
activity pruposal, ;reich V;Gulci erable AiD to evaludte proposal.s properly 
in accorhrce witri the above criteria: 

1. DescriDtion
 

A. 	Detailed descriptiorn Gf the oL-jectives, qu.ls, pu.rposts of tJie 
activity, including a .,ell dofined statement of the Frotler, to 
be resolved or tacklea. 

E. Specific budget uredkdan ar.d cetail of inputs over tire.
 

.C. Expecteu project outputs, including projected timin9 and
 
quantities. 

.. Follo'inq
 
6etails should be includeG:
 

b, 	ix.plemcntation Plan: precisely :ho oes hat, '.er,? 


1. 	Descriptioi c.f privite sector iryvolverment in plenning, 
ii.ple.rEnt.ttion anG finaiicial cowAitent. 

2-.	 Description of C70P iznvoiverocrt. 

E. 	Expecte6 im;pact. (Th~is snould include a cescription of tu;e 
beneficiarius--.itc, rio); tany--srce targetting of iTicnded 
project beneficiaries is of prime importarce. 

1. 	Iprapct on asscciticn U-eL1opr.enrt. 
2. Impact un employment- to tfhe extent that tLis can be sho:no 
i - mencies.Impact on GOP 

4. 	Impact or; entrepreneur. 

II. Adl'sis should focus cn s:Lstainability, cost effectiveness 4nd 
nee, and AhoulG provide justification on following grounds: 

A. 	Corforn.arce to prc cct ctjectives 

L. 	 Ecoriomi c sounriness 

C. 	Social SOUt1ONEneSS 

D. 	Auiinistrative or rnna.erial soundness (include whether the 
activity is faasible given actual staffing levels, t.tc.) 

E. 	Financil scunics.ss 

F. 	 T~cl:rnicl soundttEss 

1.01 

http:scunics.ss
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llI. Evaluation ind :nitorirlg 

A. Descriptioin of 1.IetlicGologY Which will be eniplOYE to 1onitor 
and evalleate tie activity. This Should ilclbe the follo ,ing: 

Hu: will bas-ine data be obtainred?1. 

2. Sck,ecule of assessr, fllts. 

assessments will be 
3. Dscription uf cielns by t:hicn these 

carried out. 

which will be exaF,ined? 
4. ,ht are the indicators of progress 

includingand control system,
5. Describe monitoring 

documentation arrangement. 

a useful supplementSNED review meeting,
As you suogested in the August 

framework for each a cwpleteC logical
auc ve informtion would beto the 

onstrate the linkages to project objectivesThis would help r_
propobal. 

well as show so,-e- analysis neuds. 

;-;d evaluation indicators ias 

tormulatinn of 
hope that the atove .ciuld serve as a useful aide in the 

notVe adoitiotial questions, please do 
activity proposals. Sn-ould you have 

me or hauben.hesitate to call Ik'ike 

Sincerely, 

C.n:!,"AL SIGNED
 

John A. Tennant
 
Chief. Office of
 

Capital Dbvelopment
 

Reye SClearances: cc- Romeo A., 
(draft) StaffOCO:KEBrown External Assistance 

OCD :ARosete (crfat) 
 NEDA

(draft)
PO:RRhiooa 

(uraft)
O/PE:PDavis 


,cc:- OCD, GD, P0, AID/W-6 -St- A-' <'/ <)
 
OD/PE, CR
 

0Cr12sc
 
8/22/84
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APPENDIX NO. 5 

FLOW OF PROJECT FUNDS
NUMBER OF SUBPROJECTS, CLASSIFIED BY OFNUMBER MONTHS
BETWEEN MEMORANDUM OF AGREEMENT AND RELEASE OF FUNDS 

Action Taken 
 1984 funds 1?85 
funds Total
 

Not Released 
 3 
 7 10
 

Releassd in one month 
 6 13 19
 

Released ir tweo to 
four months 7 3 
 18
 

Released in five to
 
ten months. 
 5 
 7 12
 

Released in over
 
ten months. 
 0 2
 

T 0 T A L 
 23 40 
 43
 

Source: SMED Administrative Office
 
Supplied with kind assistance of Mel Fernandez.
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APPENDIIX NO. 6
 

REGI ONAL DI'STRIBUTION OF EM ISTING LOCAL CHAMBERS OF
 
COMMERCE AND INDUSTRY, PCCI D'irec tor, of PCCI 1 ' 86
 

1. Identified Exi=.tinq Local CCI Per Recifon. 

--------------------------------------------------
REGION 198,6 : " OF TOTAL 

--------------------------------------------------
NCR : 10 12 .35 

I 6 7.40 
II 9 11.12 

I1 1 7.40 
IV: 15 18.52 
'U :r. II 1 

111.12 
VI . 3 3.70 

YII :3 . 3.70 
Vill 2 2.47 

IX . 3 3.70 
X . 4 4.94 

XI 4 4.94 
XI3I 3.64 

--------------------------------------------------
T 0 T A L 81 100OX 

---------------------------------------------------
Source: PCCI , -&urve' conducted by Me tro Mani la Office. 

2. SMED Regi on Con tr.i u t i on 

--------------------------------------------------
REGI ON 1986 . OF TOTAL 

--------------------------------------------------
1: 

1: 
V 
I 

XI 1 

:9 

: 

6 
9 

3 
7 

:17.64 
:26.47 

26.47 

8.82
20.58 

T 0 T A L. 34 1080Y 
-------------------------------------------------

3. SMED Regilons Vs. Rest 

--------------------------------------------------
Membersh i p 

REGION AffiI i ate/'Non 
-------------------------------------------------

: . 

SMED : 
REST 

----------------------------------------------

34 
47 

42?. 
58;. 

TO0T AL :81 100?. 
-------------------------------------------------

\ 1
 



-----------------------------------

------------------------------ 
-------------------------------------

----------------------------------------------------

--- ------------------ ----------------------

4. SMED Regiors. ys. Rest 

REGI ON : 1982 
 : 1984 
 : 1986 
NCR : 6 

I : 68 	 -

Ii : 28 : 2 	
-

10: 8 : 5 
'V 

8 

1 	 1 : 21 2A I :3 : 2 

VIII 
 2 2 : 2 
Ix 1X 	 21:XI : 8 : 

8 2 

XII :1 
 1
T TAL 18 23 48 

5x SMED Region PCC2 
Afillates


~--------------------------------------------------


REGION : 1982 1984 1936 
I 	 : 2 : 2 : 5I 8 :L : 	 3: 1 :V I 	 I :2: 1 1 : 2 

XII 1 : i : 6 

TOTAL -----------------------------------------------
5 

24 -5 
52 

6 SMED Region Ys, All 
Regions. 
 PCCI Affiliates
 

: 1982 : *. : 1984 : . 1986 : .
SMED Regions: :5 28 : 5 :Rest 	 22 : 24 : 58: 13 : 72 : 
 18 : 78 : 24 : 50
 

All Region'rs. 
- 8 oc : 23Is: 	 188o : 48 : 100
 



--------------------------------------------------------------

--------------------------------------------------------------

-----------------------------------------------

---------------------------------------------------------------

------------------------------------------------------------

----------------------------------

------------------------------------------------------------

19S,6 PC'CI 
Affi Ilate Vs.. Identified Local 
CCI_.. All Region.
 '
 

REGIONr: ---------------------------------------------------------------IDENTIFIED CCIs : 1986 PCCI AFFILIATES 
: NON-MEMBERS


NCR 
 18 
 10
I 
 6 
 5
II 	 3 61 
III 	 , 
 : 


4
1 : 
 15
Y 
 9 	 4
:8 	 : 11: I
 

VII : 1-

VI II 	 2 .2 


3 
 1 
 2

X 4 5 	 2 . 2XI 
 4 1XI I 

5 	 37 6 1 
TOTAL : 
 81 48 
 33 

8. 1986 PCCI 	 Aff iIi ate Vs. Ident i fied Local C:CIs i SMED Region. 

REGION: IDENTIFIED C:CIs. 1986 PCCI AFFILIATES : NON-MEME:ERS 
1: 6 
 5 11 : 9 3 
 6 

VI : 
 3 : 
 2XII : 	 1
7 : 	 16 


TCTAL : 
 34 
 24 
 I0 

9. 1986 Total PCCI Affiliates vs. 
CCIs
 

PCCI
REGION : AFFILIATES 	 : NON: CCIs 
 iMEMBERS 
 :
 

SMED, : 
 24 
 34 
 18 
 38

t24 
 47 
 23 
 70 

TOTAL :: 
33 
 101
 



------------------------

-----------------------------------

----------------------------------------------

----------------------------------------------

---------------------------------------------

APPENDIX NO. 7
 

CFIP MEMBERSHIP LIST 

Chapter Membership
 

1977 1981 1936
 

: : Bagu io
 
Dagupan : Dagupan
 

: Isabela : IsabelaAnge'les : Angeles Angeles' 
: Legaspi Legaspi
 
I : Iloilo 

Negros 
Cebu : Cebu Cebu 

Tacloban
 
A Zamboanga : Zamboanga
:.Caga>an de Oro: Cagayan de Oro 

* : Gen. SantcsDavao Davao : Davao 

TOTAL 3 8 13 



APPENDIX NO. 8
 

Section C -- Statement of Work
 

C.l. Ob]ective
 

The basic objective of the evaluation is to collect
 
information to be the
used by Ministry of 
Trade and Industry

(MTI) and USAID to design Phase II 
of SMED and to design the
 
new Private Enterprise Promotion 
(PEP) project.
 

C.2. Background
 

a. Overview of the Project
 

The Small and Medium .Enterprise Development (SMED) Project

is a $20 million effort: 13.5 million AID Loan, $1.5
 
million 
AID Grant, and $5 million Government of the
 
Philippines contribution. Project implementation actually

began June 1984, upon 
the meeting of Conditions Precedent.
 

The project is 
phased. Phase I encompasses the period

1984-86; 
 Phase II, 1986, to the 31 December 1989 PACD.
During Phase I, 
the project has been primarily operating

in 5 regions: I (Northwestern Luzon, i.e., 
Ilocos and
environs), II 
(Cagayan Valley, Northeastern Luzon), V

(Bicol, Southeastern Luzon), VI 
(Western Visayas), and XII 
(Central Mindanao). Twd industries have been targettedfor assistance, wood furniture and gifts and hbusewares 
(essentially, handicrafts). The project is using the
 
rolling'design concept, in which the detailed design of
activities to be undertaken is developed as part of
 
project implementation. 
 Hence, Phase II activities have
 
not yet been fully defined.
 

b. Project Components
 

SMED has three components: Institutional Development;

Micro-Enterprise Development; and 
Employment and
 
Enterprise Policy Research Component. The last two
components each account for 
8% of total pro3ect cost; the
Institutional Development component accounts 
for 84%.
 

it should be noted that the economic difficulties the

Philippines are experiencing had not yet come into play
 



during project design. Design assumed a ready

availability of 
financing for business activity. This
 
became problematic, however, as interest 
rates rose to
 
very high levels. Also, Government budgetary constraints
 
have inhibited drawdown of 
loan funds, with the result
 
that demonstration activities developed have been small,
 
low-cost activities.
 

1, Institutional Development Component
 

The project seeks to increase productive non-farm
 
employment opportunities by stimulating the
 
establishment and growth of small and medium
 
enterprises outside Metro Manila. 
 The strategy

employed involves strengthening the capability of
 
national (e.g., Philippine Chamber of Commerce and
 
Industry - PCCI) regional and sectoral private sector
 
trade and industry associations to provide directly,
 
or serve as conduits for services to their member
 
firms. Industries which heavily use indigenous raw
 
materials have.been targetted. The associations are
 
represented together with the Ministry of Trade and
 
Industry in a Management Implementation Secretariat
 
(MIS).
 

The approach has been to address production as well as
 
marketing constraints, through training and technical
 
assistance on the production side, and by supporting

design improvement, exhibits and trade 
fairs in regard
 
to marketing. At the same time, strengthening of the
 
associations themselves has been fostered.
 

In fifteen months of implementation, considerable
 
organizational work has been accomplished. 
A number
 
of inactive industry associations have resumed
 
functioning; small, weak associations have been
 
consolidated to form regional associations; and
 
selected national level associations have pursued

chapter formation in rural areas. Practical
 
activities undertaken by the associations with pro3ect
 
support have included training, technical assistance
 
in product development, and estaolishment of buyers'
 
centers and other marketing assistance.
 

Following are 
examples of such demonstration
 
activities: 
 Small business institutes, collaborative
 
endeavors of regional chambers of and
commerce 

industry and local universities, are functioning in
 
each of the targetted regions, offering management

training. Regional Buyers' Centers have been
 
established, as federations of
have associations. The
 



Philippine Chamber of Commerce and Industry (PCCI),
 
the umbrella trade and industry association, is being
 
assisted in the establishment of regional data banks
 
of trade opportunities information for entrepreneurs
 
(Business Information Centers). The Chamber of
 
Furniture Industries of the Philippines is undertaking
 
a needs analysis of the furniture sector. The
 
Philippine Chamber of Handicraft Industries is
 
currently developing a proposal for a study of
 
availability of raw materials and for assistance in
 
chapter development.
 

By the end of the project it is expected that:
 
(I) Selected associations will be strengthened so that
 
they will have the capacity to directly provide and
 
act as conduits for the provision of more and improved
 
extension and demonstration activities to SMEs,
 
complimentary to Government efforts; (2) MTI will
 
have improved its capacity to assist private sector
 
SMEs at the industry level; and (3) PCCI and industry
 
and service associations will be able to represent
 
SMEs in national and industry level policy dialogues
 
with the public sector.
 

2, Micro-Enterorise Development Component
 

This component is intended to develop increased
 
capacity in private voluntary organizations to assist
 
micro-enterprises located outside Metro manila through
 
credit programs, marketing assistance and management
 
training. A contractor has been selected to design a
 
lending program for micro--enterprises.
 

By the end of the project it is expected that: (1)
 
PVOs capable of assisting micro-enterprises with
 
credit, marketing and management training programs
 
will be active outside Metro Manila; (2) Training
 
programs will be developed to upgrade basic management
 
skills for micro-enterprises; (3) Sustainable credit
 
programs will be established for micro-enterprises;
 
and (4) Means of providing relevant marketing
 
assistance for micro-enterprises will be developed.
 

3. Emplovment and Enterprise Policy Research Component
 

The ob3ective of this component is to develop a
 
capacity to obtain better informacion in SMEs and to
 
facilitate effective policy dialogue between the
 
public and private sector about issues which affect
 
SME growth and productivity. A study is underway
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whichi may yield recommendations to broaden the
 
geographic and industrial sector focus of the
 
project. The Asian Institute of Management (AIM) has
 
been contracted to provide trairiing to GOP officials.
 

By the end of the project it'is expected that: (1)
 
The GOP and private sector will have more effective
 
systems to gather accurate and relevant information on
 
SMEs and also the capacity to do better policy
 
analysis on the SHE sector; (2) There will be an
 
ongoing effective policy dialogue between the private
 
and public sectors regarding government policies and
 
programs affecting SMEs; and (3) The public ahd
 
private sectors will have a better understanding of
 
the factors that affect growth and productivity of
 
SMEs.
 

C.3. Technical Directions
 

Performance of the work hereinunder shall be subject to the
 
technical directions of bhe Cognizant A.I.D. Technical.Officer
 
(CTO) indicated on the cover page. As used herein, 'Technical
 
Directions" are directions to the Contractor which fill in
 
details, suggest possible lines of inquiry, or, otherwise
 
complete the statement of work. 'Technical Directions" must
 
be within the terms of this contract and shall not change or
 
modify the terms in any way.
 

C.4, Statement of Work
 

The evaluation team shall address the critical evaluation
 
questions indicated below, draw conclusions from the findings,

and make recommendations. The evaluation team shall evaluate
 
the three project components, although the major portion of
 
the team's time will be allocated to the largest,
 
institutional development component. Results shall be
 
synthesized so that the report also presents general
 
conclusions about overall project progress.
 

The evaluation shall examine whether project design changes
 
are necessary and offer guidance for achieving project
 
objectives. The evaluation team shall examine the original
 
assumotions underlying the project and comment upon their
 
validity. A section will be devoted to the lessons learned
 
during project implementation. In addition, the ev*aluation
 
shall examine the delivery of project inputs, the realization
 
of project outputs and the achievement of objectives.
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3. Based on implementation progress to date, what is the
 
expected iipact of SMED upon completion of project
 
assistance? How will women benefit?
 

a. 	What have project associations accomplished to
 
date? Have memberships increased? Is service
 
provision to members improved? Are demonstration
 
pro3ects successful?
 

b. 	What pro3ect activities are likely to-have the
 
biggest impact on policy? What can be done to
 
accelerate and improve this impact? Have research
 
contract terms of reference been clearly outlined,
 
contracts adequately funded and supervised? Have
 
methodologies to arrive at a research agenda been
 
adequate? Have research reports been
 
satisfactory? How were finding used?
 

4. 	What has been learned from SMED that can be applied
 
successfully to other GOP and AID interventions
 
designed to stimulate private sector development?
 

a. 	What approaches appear to show promise? What
 
approaches have been tried that clearly do not
 
work?
 

b. 	 What has been learned about SME reactions to GOp
 

initiatives?
 

b. 	 Recommendations
 

The 	evaluation team shall make recommendations concerningi
 

I. 	 Advisability of continuing Phase I of the project,
 
initiating Phase II, and starting the new PEP Project
 

2. 	Ways to improve the present approach and systems.
 

3. 	 Possible approaches to be undertaken in Phase II
 
including opportunities for sectoral and geographic
 
expansion.
 

4. 	 Possible approaches to be undertaken in a follow-on
 
project.
 

.	 Appropriate methodology for quantitative measurement
 
of project impacts in the future.
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6. Future AID efforts to stimulate private sector

developmenL, to implement "rolling design" projects,

and 	to evaluate project assistance.
 

Methodology
 

a. 	Timing
 

1. 	The AID/W member of the team shall spend 2 to 
3 days

in AID/W reviewing project documentation and
discussing evaluation 
concerns and methodology with
 
relevant offices in AID/W and ANE: 
 PRE, ANE/DP,
ANE/PD, desk, etc... 
 The main contact in AID/W will
 
be ANE/PD.
 

2. 	The team is expected to spend about 5 weeks in the

Philippines, including 
an initial week and a final
days in Manila. 	 ten


About 3 weeks are expected to be
 
spent in the regi-ons.
 

b. 	Basic Information Collection Techniques
 

1. 	Review of Documents
 

The 	team shall review all relevant project and
 
background documents. 
 These documents will be

provided jointly by AID/W, USAID and MTI.
 

2. 	Interviews
 

The team shall interview ITI, including the MTI/Bureau

of Small and Medium Industry's Small Business
 
Assistance Centers 
(SBACs) in the SMED regions, AID/W,

USAID, trade and industry Associations, PVOs,

researchers, SM2 .
 The evaluation team shall
 
interview assoc-ations in each region 
as well as
national associations that have been assisted by the

SMED project. Non-members as well _as members should
be interviewed to determine the effectiveness of these

associations. Some proxy measurements of growth and

enhanced capacity of associations which the team shall
 
use as indicators are included in Annex A.
 

.The evaluation team shall conduct a quick survey of

assisted enterprises in each region to get a sense of

the effect of the project on assisted enterprises and
 
-their communities. Information on 
the 	effect of
associations on 
SMEs should be collected through
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interviews with association staff members and SMEs.
 
Non-assisted enterprises, to the extent that they are
 
similar to those that were assisted, should also be
 
interviewed and would serve as a control group so that
 
the effect of non-project factors may be known.
 

The focus of interviews with assisted SMEs should be
 
on the nature of assistance provided through the SMED
 
project, additional resources that might be secured
 
from the project (loans, equity investment) and
 
finally an assessment of the effect of this
 
assistance. The resulting findings are expected to
 
constitute an assessment of the effect of the
 
assistance on associations and their membership.
 

3. 	Field Observations
 

The 	team shall make field observations of
 
Associations, SMEs, and PVOs assisting
 
micro-enterprises.
 

C.5. Team Composition
 

The 	evaluation team shall be composed of:
 

1. 	A U.S. Consultant team leader experienced in managiio and
 
conducting evaluations of micro, small and medium
 
enterprise development projects with an economic/financial
 
background, who will be responsible for the evaluation
 
report, and who will be provided under a contract with a
 
consulting firm;
 

2. 	 A local individual consultant with experience in 
evaluating small and medium enterprise development 
projects and intimate knowledge of small and medium 
enterprise issues in the Philippines, who will be hired by

the contracted firm;
 

3. 	A locally hired-secretary;
 

4. 	A research assistant, also to be hired by the contracted
 
firm; and
 

5. 	An AID officer from AID/Washinqton, who will participate
 
as a team member with the contract personnel.
 



F.3. Reporting Requirements
 

i. Draft Report
 

One week prior to departing from the Philippines, the
 
contractor will present a draft report of findings for
 
review by Mission/MTI and the Management Implemertation

Secretariac (MIS), and discuss the report with these
 
groups. These groups will provide comments on the report

within four calendar days. During the last two days, the
 
contractor will incorporate feedback derived from the
 
review into The report.
 

2. Final Report
 

Prior to leaving the country, the team will complete a
 
final report incorporating feedback from the reviewers,
 
and submit two copies to MTI and two copies to AID. The
 
final report will fol-low the format in Annex D, Reporting
 
Requirements, and will include an Executive Summary

following the outline provided in Annex E.
 



APPENDIX NO. ? 

METHODOLOGY AND INTERVIEW GUIDE
 

The methodology for the poli tical and economic cortextinvolved review of relevant documerts and the compilation of lime-eries data for the years 1962 through 1935, the period of
project de..igr and impementaticn to date.
 

In coniurction with exterisive interviewirig, the evaluatiohrteam reviewed MTI, USAID, Industry Association and other relevantproject-related documents. Structured interviews were
conductedwi th AID/Washington staff, 
 USAID/Ph iippines staff,MTI's Mar i la-based and regional staff, ind-ustry and tradeassociations, private voluntary organizations, appropriateinformants knowledgeable of the project, as well as the managers

of SMEs.. See List 
cf Per.sons Interviewed.) 

An interview, guide was devel1Ioped to serve as the basis fc ' irtr.i ervi.w i th provi nc i al and nat iral chambers, assoc i at ions.
and pr vate voluntar>y organizaticns. This guide 
 was the basis
for gathering informat ion on a number of i ndicators, such as.growth in membership over time, number of demonrstration projectsnature, quantity, appropriatenress and co.t of serv ices to SMEs;percentage of member/nori-members participating; changes in skillevel of s tafii; finar cial cortributior of association to SHED
actiui ty. (See Appendix No. 9.) 

Chambers, associaticrns. and FOs in each region includingboth members and non-members, were interviewed. Given time andhuman resource constrair ts, data processedwas. only with regardto the industry chambers located in the relevart regiors, 

The dr aft document was reuiewed b;,, the Ministr. by theExecutive Commi ofttee SHED and by USAID/Mani ia. 
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APPENDIX NO. 10 

MTI CaTi'NTS OW THE SMED EVALLTION REPORT
 
July 28, 1986
 

SHED bas ically, acgr'ees. .i th the findings and conclusions of
the report. However, we would like to offer clarifications on 
a.

number of implemrentat ion issues as fol 1lws:
 

a) It should be 
noted that the Minis.try as well as the SHED 
organizational framework are undergoing restructuring.

Hence, some of the recommendations on organizational issues
 
may no 1onger be rel evan t. 

b) "lack of an integrated program"; SHED bel ieves that the 
1arge number of projects iri tiated is not indicative of -a

lack of an integrated program nor 
a lack of evaluation

capabii i '. In the second year cf implementation (early
195) SPED integrated all the "sma 1" projects into a few


distinct, basic progr Ams. These progr arms were based on
needs of the SHE sector, al though no formal study was done 
to support this int-egration. 

c) Why small amounts: 
 Most projects involved relatively very

small amounts of money. The reasons for this are the top

management decision 
not to allocate lange amounts to

"private sector" projects, and the shortage of funds
 
allocated by the Hinistn. of Budget.
 

d) Why a separate office: 
 The decision 
to establ ish a separate

office is part of the SHED project design4 as spelled out in
the project.paper. The 
SMED project office in fact

functioned as the 
Management Implementation Scretariat.
 

e) 
 MEDC: From the outset of SiED implemen tation, MTI 
had

doubts as to the feasibili ty of a micro lending program,

gi,,yen the snall amount 
of funds allocated to it, Hence, 
the

decision was taken 
to go into institutional development 
for

PVOs. This, however was not full> 
conceptual ized because
 
of personnel-re 1 ated prol ems.
 

f ) Why only fivye regions: 
 ie would like to put on record that
 
we requested AID 
to expand SHED coverage to include other
 
growth areas such as Regions.VII, IV-and III.
 



9) 	 General Contractor: The decision not to hire a general
 
contractor as conceived in the project paper was. a 
 top
 
management decision, A revis.ed scope of work for
 
corn tractors. was submitted itr the latter part of 1985, albeit 
with a more technical thrus.t and at a reduced level of 
e++ or.t . 

h) 	 Slow dis.burs.emert of funds: As. could be s.een from the 
number of project prcposals submitted to AID and approved b'y 
the SMED-EC, the major bottleneck was not a lack of 
subproject .ideas., but a result of government disbursement 
procedures which inhibited rapid releas.e cf funds. 

i) 	 A balance was attempted in the implementation given the 
or'igiral "rollirg" desigr of the project, the lack cf the 
required goverrment furd., the amount of money available, 
ard the prevail irg mir,istr' priori ties at the time, 

http:revis.ed
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