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SWED EVALUATION PLAN

I. 0ve1v1eu of SMED EleUatiOﬂ System

e Cbjectives of Evaluation System

1. Evaluation Neeos of & Process Project

The SMED project hes been cesigned to provide pr03ect managers
with a great deal of flexibility to respono to a changing '
environment. A comprehersive monitoring ana evaluation system is
particularly critical tc help plan, assess anc Iedesign project
activities throuchiout the project. Maragers must regard this
systen. as an ingcrtant nanacenent tcol that is an integral part of
project activities rasther than a conor requiresent if it is to te
useful. This means that the evaluaticn system itself must auapt to
the meregers' changing neecs.

The activities oescribeo in this report are specizl planning
anc evaluation efforts that involve outsice consultants. Although a
rough framevwcrk has teer proposec within this report, specific
components may uncergc sicnificant revisions as the pIOJECt
evolves. These activities are based upcn informstion proviged in
the project planning cocuments which may not accurately reflect
project activities as they evolve by 158¢ anc beyono. The rule
governing these special activities shculo bLe that they respono to
project uoncl anc menagelr rneeds anc complenent the project's
internal ncritoring anc eveluatiun system. 1n accition, nic-term
angc final plogect evaluations shcula cocument lessons learnec to
help cesicn or inprove enterprise oevelopnent efforts in the
Philippines anc abroac.

<. Lescription of Three Project Compcnerts anc Objectives

The cbjectives for the three project components as stated in
the Project Paper are:

Institutional Develcpment:

"...to develop ana improve the capacity of private
sector institutions to cirectly provide andg act as
concuits for the provision of extension services to
SMEs thus ameliorating the financial turcen on the
Government to provide such services.... To help
asscciations to better represent SMEs in policy
dislocue with the public sector."
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By the éno of the project it is expecteao that:

"selectec associations in conjunction with necessary
contractors will have the cepacity to cirectly providge-
and act as ccnduits for the provision of more and
improvec extension services anc aemcnstration
activities to SMs;

PCC1 will have the capacity tc help organize and
strengthen nstionsl &nc regional associations;

MTI will have 1mprovec its capacity to a551st private
sector SMEs at the incustry level;

PCLI ano 1ncustry anGc service associstions will ke

stle to represent ShEs in naticnal anc incdustry level
policy clalcgues with the pubiic secter.”

Emplgyment anc Enterprise Research Combonent:

"...to gevelop capacity to oLtain better information
on SWEs ano to facilitate effective pelicy dialogue
between the public ano private sector about issues
which affect SME growth and procuctivity."

by the eno of the project it is expecteo that:

"The CCP anc private sectcr will have more effective
systems to gather accurate ancrelevant information on
SMEs; anc alse the capacity to co better policy
analysis on the SME sector;

There will be an ongcing effective policy dialogue
between the private ang putlic sectors regarding
government policies anc progrems affecting SMEs; and

The public ang private sectors will have a better

urcerstancirc of the factors that affect growth and
procuctivity of ShEs."

Micreoenterprise Cevelopment Component

"...to cevelop, primarily in Filipinc private
voluntery crganizations, increasec capacity to assist
microcenterprises locateo cutsioe Metro Manil through
clecit prograns, malketing assistance anc manacement
treining," g
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By the end of the project it is expected that:

"PVOe capable of assisting microentéfprises with
creait, marketing anc management training programs
will be active outside Metro Manila; .

Training programs will be ceveloped to upgrage basic
management skills:for micrcenterprises;

Sustainable crecit programs will be estatblish for .
microenterprises;

Means of provicing relevant marketing assistance for
nicroenterprises will te oeveloped."

These original prcject cbjectives shoulc be a framework to
cuive the vesign of monitcring reports, internal anc exterrial
evaluations. Any chsnges in these objectives shoulc be explicitly
stateg in planning cocuments.

b. Relaticnship of Evaluztion to SMED Infcrmation System

1, Easic Lomponents of Information System

Ine three principal components of the SMED information system
shoulc te acministrative, monitoring anu evaluation reports.
Aoministrative irfcrmation shoulu preovide managerent with an
internal accounting of the use of financial ana human resources.
This wculo be conpriseo of raw cata cn whe cig which activities
when anc with what 1escurces. Mordtcoring reports should aggregate
this ¢sts cn a regular tasis so thst project cecision-makers csn
track progress agzinst preceterminea targets. Prcject evaluaticns -
internal anc externsl - shculd provice project donors, msisgers and
inplementing agencies with information to assess the inpact of
project activities compaiec to project objectives anc long-term
goals.

The project's internal monitoring anc evaluaticn system will
Le cesignec after project activities tegin. Informaticn contained
within this repcit, hcwever, may serve as a franework for the
Froject's internal rcnitoring anc evalusticn system. 1f certain
irfcrraticn requirec for the mic-tein evaliaticn, for exanple, lcan
repeyment rates, ic not ccllectec as part of the pioject's interncl
systen, thern it will rot Le availebic for citsice evaluators. The
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cost, guality and usefulness of future mid-term and final
evaluations, therefcre, is highly cepencent upon the quality of
the project's internal monitoring and evaluation activities. The
project information system shculo be the primary source of
evaluation data on project activities. Uutside contractors should
be involved in collecting information tc assess the income,
employment and qualitative impact of project activities upon
enterprises. Collecting such. inpact cata woulc overly burcen
inplementing agercies.

z. Uperational Cuicelines te Establish a boniteorinc anc
tvaluation System

The cesign anc inglementation of the outsice evaluations
Gescrivec in this report shouic Le palt of & larcer process thiat
establishes the project's entire monitoring anc evaluation system.
The basic steps involveo in designing anc implementing the SMED
project's entire monitoring anc evaluation system are:

C pre-gesign planning: to cetermine the M & E system's role,
timing anG funcing requirements;

C neeos_assessment: to review overall project design,
cevelcpment hypotheses ana assumpticns; to icentify
information needs by cecisicr makers' level ana
function; anc to mirimize recuncercy in cata
generation anu analysis;

0 resource allocaticn: to cetermine specific fimancial anc
human resource neeos for each ingplementing agency
(PvCs, associations, etc.);

0 p~=liminary oesign anu testing: to train all involvec in
monitoring and evaluating the project at various
levels, pre-test anc mooify the system;

o continual assessment, mocification ano training: to maintain
the cynandsn. of the moritering anc evaluation system,
ensure that it responcs to changes in project cesign
and 1s appropriate for oecision-making neeos.

The evaluation activities suggested in this report shcula be
part of this process to ensure that they will complement arg build
upon the project's cncoing monitoring and eveluztion system.
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‘Description of Suggested Components of ﬁbhif&?iﬁgﬁggéf
Evaluation.System_»

The basic components of the SMED project's overall -monitoring
and evaluation system involve ongoing activities conaucted '
exclusively by project participants anc specisl evaluation
activities involving outside consultarts.

The project's internal monitoring anc evaluatt~~ system is
suggesteo to comprise: '

C Lusrterly reports;
0 Semi~-annual Reports; ana,
0 Annual Reports anc Review Sessions.

Special one-time activities that shoula involve the-
articipation of outside experts incluge: S

0 Operaticnal Planning Stucies;

¢ Baseline Impact Evaluation Stucies;

0 Mio-Term Evaluation and lmpact Assessment;
0 Final Evalustion and Impact Assessment.

<. Internal Monitoring anc Evaluation Components

Althcugh monitoring and evaluaticn shoulc be a continuous
process whose gegree of formality fits the personalities of project
implementors, certain minimum information shcula be provided in
written reports to the Management Implementation Secretariat, the
Executive Committee and AID. The frequency anc content of these
reports are suggested to te:

0 quarterly repcrts: tracking financial resources;
(aaministrative information)

o semiannual reports: summarizing the achievement of project
outputs (monitoring information) plus financial"
information;

0 annual reports: commenting upon the achievement of project
objectives, majer protlems, changes in oroject cesign,
anu lessons learnec. These reports shoulc provice an
action plan forthe next year's activities.



-6 =

These annual reports shoulc form a basis for discussion at .
annual meetings helc between managers of all project tomponents
including PVO and association representatives. These meetings
shoulc provicde a mechanism for self-evaluation, help to plan future
activities ano provice a tasis for buoget requests.

1t is suggesteo that implementing agenc1es (Assoc;atlons -ang
PVUs) submit these reports tc. preject managers (MIDP, MIS) €0 uays
after the ena of the respective perioc. Project managers woula have
3L oays to sunmarize these reports fcr the Executive Lomnittee.

The entire nonitoring and evaluastion system systerm is expected
tc be cesignec Ly tenitoring ant evaluztion experts within the
Management Inplementation Secretsriat, project managers (MIDF,
Gencrel Lomtracter, bSh1), anc preject implenentcrs (participating
efSLCielitne ot FVLs) omee prc_ect activilios fornelly bevin. They
will ceternine the content anc trequency of repcrts to the
Executive Committee. Outsice technical assistance may te required

to help wesign anu implement this systen.

3. Special Evaluation Compmonents

Cutside contractors should cesign ang implement special
evaluaticn canponents with the active participation of project
managers. A summary of these corporents, to be cescritec mcre fully
in this report, incluces:

0 operaticnal planning stucies: tc help plan initial project
activities ano provice taseline information on
associations and PVOs

0 btaseline impact stuagies: to collect information from SMEs
anc microenterprises to be used to cetermine the
impact of the project

o0 mio-term evaluation: to assess the extent to which project
objectives are being met; recommeno changes to
meet those oL jectives; suggest funcing levels

- for the latter half cf the project, assess the
income anc employment effect of the project to
cate; recount lesscns learneo;

o final evaluatiori: to assess the extent to which activities
tegun by the project are viatle anc
self-sustainirgc; to assess the project's
leng-term income anc employment impact, to
reflect upon the program anc policy lessons
learrec through the prcject.
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The ccntractor= chcsen to perform these studies should
oemcnstrate a proven capability to analyze as -well’as-collect data.
Philippine stuay efforts have a reputation of .concentrating uwpon
cata collection rather than analysis. Part of. the protlem stems
from & lack of acequate resources ana funos to analyze cata
1igorously. Thus, each scope of work for these.planning anc
evaluation efforts shoulo incluce sufficient funds to allcw for a
timely ano comprehensive ocata analysis. Previous reports that have
veen written Ly inciviouals ‘proposea to oesign and analyze Laseline
anG mic-term impact data, for example, shoulc be reviewec as part
of the firm selection process.

f total of $40C,C00 has been allocatec for all evaluation
efforts. These funos shoula be usec to cover the costs of the
operational planning stugies, the mic-term evaluation ana final
Eveitetlun., it is suguestec that the impect evalustion cate
collection process be fundea separately anc supervisec by the
Research component since it will be a long-range evaluation effort.
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11. Cperational Planning aro Baseline Studies

A. Objectives end Timingﬁof Studies

Two types of studies shoulo be conoucted ct the beginnlng of
project operations: operational planning (OP) studies that provide
information primarily to help cesign project activities and
Laseline stucies that collect informaticn by which to gauge the
project's impact. The former shoulc focus upon the capability of
project implementing agencies (associations anc PvOs) while the

latter would collect more comprehensive cata on mlcroenterprlses
anu SMEs.

These stucies nave Leen civiceo intc twoe types tecause
planning information is neeced guickly while gathering anc
analyzing income anc employment cata is an extremely time-consuming
effort. Project activities have been delayec enough in the past;
the project should not wait until impact cata results are known. If
impact information is collecteo ouring guick, "one-shot"
interviews, then it probatly will nct be accurate enough to be used
for conparlson purposes. Gathering accurate ana useful impact data
requires a more sophisticated apprcach.

In acuition, it woula be prenature to conouct in-cepth
examinations of micrcenterprises anc SWcs before the specific
associations ancu PVUs to receive SMED assistance have been
selected. Such cata collection efforts shouid only begin after a -
clear plan of action for project activities ano a strategy for
assisting these organizations have teen formulated. If the
interviewed enterprises have no further contact with the project,
then the money spent to collert this infarmation will have been
wasteu. Thus, baselire cata stucies shoula not begin until project
activities for the first 1.5 years of project 1nplementat10n have
been plannec.

Operational planning studies should be conducted by each of
the three prcject comporients, Institutional Cevelopment, Research,
anc Microenterprise Development during the first weeks cof project
start-up. These studies shoulo help to focus project activities
and cetermine priorities curing the first 1.5 years of operations,
(through December 1%¢5). To be useful, these stucies choula te
cesignecd with the active participation of the Executive Cirector of
the Management Implementation Secretariat, managers of the three
project comporents and implementing asgencies. ARID ana Philippine
government policy makers shcoulc cversee these efforts.
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GP stucy results can be usec to establish baseline information
on pre-SMED asscciation strength and services, state of the
literature on SMEs ano PVC willingness ang capability to implement
loan programs. Since the results of these stuaies will be used to
plan near-term activities, a high priority must be placed on
getting them startec as scon as the Management Implementation
Secretarizt tecins operations. This means that quick contracting
mechanisms, such as the lnoefinite Guantity Contract, might te
Uset so that capatle expertise can te icentified, contracteg anc
tecin work within a few weeks. To Le most useful for project

planning, the results from these stucies should be svailstle within
twe nonths after the fielc work begins.

baseline stucies for futire impect evaluations shoulc be
concuctec unuer the auspices of the Research Component for the
irstituticrial Leveloprment anc Microenterprise Levelopment
Cunponernts, This will redf erelle tret the stulies fave the tine
ant resources to Le planneu anc concuctec properly. These osta
Gatheriny efforts shoulc bte closely cocrainatec with that of the
"ciagnostic" teams anu SMED-assistec PVCs. Ctherwise, the same
entercrises will te subjectec to similar, often gruelimg,
interviews lescing them to question the efficiency of the SMED
project process.

A sutmaly of the proposea timing for these stucies is shown in

Figure 1.
FICURE 1
Project Year g ; 1[ . 12 4 ? 3 i :

Operational Planning
o Institution
Building
o Research
¢ *i.cro

Baseline

SME
Micro

Fesurvey
SME
Micro

Midterm Evaluation

Ernal Evaluation
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1. Ihtroddéfiéh

Two studies are needed’to help plan proaect act1v1ties for
this component. They are: '

c a review of SM cdevelopment activities currently
uncertaken by public and private agencies in the
Philippines, and

0 an examination of the strength of existlng SME
associations in the project area. '

-~

<. Review of Other SME Development Activities

Since the informaticn in the p-oject paper was collectec in
early 1583, public and private agencies have initiated new SME .
cevelopment projects, learned some lessons about existing projects -
anc, perhaps, even changeo their strategy on what types of SMEs to
promote. before treaaing in these well-traveled waters, the
project manager shoulc have a clear icea of what other SME
assistance efforts are going. This infcrmaticn can help ensure that
project managers oesign SMED activities so that they complenent
rzther than cuclicate existing efforts. This study should help to
Justify specific project activities basec upon existing neeas that
are not being met ana, thereby, avoig confusion and consternation
amony implementing agencies ana beneficiaries.

The stugy should incluce a review of:
0 all major SME development programs funded by
international donors and the Govermment of the
Philippines;

v other SME development activities uncertaken bty
agencies operating in the Philippines; ana

o centrally-funcged AID projects that could be used to
assist the development of Filipino SMEs.

Specific focus should be placed upon programs that assist:

0 the three priority sutsectors icentifiea in the
project paper

0 the five regions incluced within the SMED project
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0 SME bus1ness assoc1ations

This mlght incluoe loan programs, technlcal a551stance
agencies, technology transfer projects, ana eguity investment
schemes. Information should be gathered through a review of
relevant project cocuments and interviews with staff members of
agencies implementing these programs.

The study coulc involve a two person team comprised of a
Filopino anc an American consultant for one calencar month. The
Filopino team member shoulo be familiar with Philippine SME
assistance agencies in the private anc public sectors anc SME
uevelopment stratecies in general. The American team member shoulc
have experience working on SME cevelopment projects and,
preferavly, have work experience in the Philippines. The American
consultsnt should collect information from AID heaocuarters cn
relevent centralliy-funcec projects prict Lo arrival in the
Philippines. Lata gathering in the Philippines shoulc not reguire
more than three weeks, with the final week reservec for report
writing and oebriefings.

3, Examination of Existing Associations

The SMED project has teen ce51gnec tc strengthen the
capability ot existing business associations to oeliver services to
SMEs. Yet, little is cocumenteo about the present capability of
associations existing within the project area. More information on
national, regional anc local sssociations is required prior to
formulating & specific assistance strategy.

R stucy, therefcre, shoulc be concuctec to assess ti.z strength
of associaticns that are potential assistance recipients anc
intermediaries under the SMEC project. First, a comprehensive list
of all active associations that represent enterprises in the three
prlorlty stbsectors (furniture, garments anc housewares anc gifts)
in the five regions shoulo be compileu Ly talking to naticnal
association leacers anc cther knowlecgatle sources. The study
team shoulo choose at least twe associations within each subsector
in each regcion (assuring that many-exist), cr 3C associations total
from the list of all associations. These shoulo te the most active
associations on the list anc regresent enterprises that procuce
primarily for the oomestic as well as export markets. Their
naticnal orgarization shoulc also te interviewea to determine the
services provicec to these regionsl anu local chapters.
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Some regions may have particularly high potential for SMcs not
within the three chosen subsectors. For example, food processing
represented S5 and 41 percent of total manufacturing value acded of
SMEs in regions V1 ano V respectively, while non-metallic mineral
prooucts represented 5C percent of value aGced in region I. (see
Annex o page 7, SMED Project -Paper Annexes) The study team should
incluce information on a few of the strongest associations that
represent such dominant industries as part of the stuoy. This
information woulo provice a saurce of comgarative information on
regicnal associations, might unearth some innovative ideas on
services tht might be provided toc members and help to plan longer
range project activities. In aadition, the survey team shoula
interview locsl ano regional Chamber of Commerce branches ano
analyze how they might complement the efforts of industry-specific
associsticns.

Information on samplec associations shoulo be collected
through interviews with association menbers - incluging those not
serving on the Boarc of Directors - as well as SMEs that are not
menbers cf the association. Including those not within a leacership
position of the asscciation as well as those that have chosen not
to join shoulc provice a more balancec
perspective of the sssociation's strencgths and weaknesses. The
team shoulao try to interview at least two menmiers of the
asscciation (the association Presicent anc cne other member
that has not teen selectec by asscciation ofticers) ana two
ncn-members. Non-members may te selectec from lists preparec by
the Directory of Business Establishnents or the Bureau of
Lomestic Trace. Non-members shoulc incluce enterpreneurs that
have never receivea assistance from any goverrment agency.

Iceally, the stucy team should interview sbout:

6L members of furniture, garment and handicrafts
associations in the five regions (2 members X 30
associations),

6C ncn-members that belong to these industries, (2
non-merbers x 30 asscciations)

10 merters of sssociations that represent other
inportant inaustries in the 5 regions, (2 members X
5 associations)

10 non-temters that belong to these other inoustries,
(z non-merbers X 5 assaciations)

10 memters of local Chambers cf Commerce (Z members X
S Chanters) :

10 ex- or non-renters of local Chamters of Commerce (2
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non-members X 5 Chambers)

6 members of the national furnature, garment and .
handicrafts associations and the PCCI (2 members
4 assoclations)

& non-members of these natlonal assoc;atlons (2
rnembers X 4 associations)

6 members of other important industrizl sector
associations at the national level (3 sectors X 2
members )*

TCTAL: 1&e

( * Assume that 3 accitional industrial sectors are identified
withir tre five regions)

Acccrcing to this plan, the team woulo interview about 3z
entrepreneurs in each region. however, it is unlikely that each
region will have two active associations for each of the three .
targettec incustries. Some regions may have only one relatively
weak associaticn, thereby, lowering the number of respondents
accoraingly. After a sample frame of associations has been '
compileg, the survey team may cecide that it more appropriate
to interview more enterprises belonging to fewer associations
Oor vice versa.

1t is recommencec that a four person team be contracteo
to gather the information needec on these associations. A large
team is necessary to collect ano analyze cdata and write-up
stucy results within the prescribed two month time limit. Cne
part-time research assistant should be assigned to the team to
make logistical arrangements, reduce cata (make arithmetic
calculations) and help edit and type the report. All team
menbers shoula bte SME development experts ano at least one team
memter shoulc also be extremely familiar with Philippine
business associations. A proposed scheoule might be as follows:

wWeek Cne: Discussions with project managers,
sampling frame conpilea, sample section
completed, questicnnaire design,
questionnaire pre-test conducteag;
logistics arranged;

Wieek Two Two team members interview national
organizstion members anc non-members

Two team memters interview local
associaticn nenbers anc non-members in
Regior "A"
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week Three Two team members interview local
: I association members and non-members in
Region "B" .

Two team members interview local
association members and non-members in
Region "C" X

week Four Two team membLers interview local -
association nembers and non-members in
Region "O"

Two team members interview local
association memters anc non-merbers in
Region "“E"

heek Five- Lata analysis, prelimdnary cel.riefing,
Seven preparation ana review of craft repcrt;

‘week Eight Completion of final report

Gualitatitive anc cuantitative informatior shoulc be
collectes from members anc non-members to assess the the extent
tc which asscciaticns represent the interests of subsector SMEs
anc their capability to provice services. TwG open-encec
guestionnaires shoulc be usea to gather information from
memters and non-memters about local anc national asscciations.
The questionnaire oesignec for members should incluce guestions
on:

year of the association's establishment

growth of mempership over time

opersting budget

amount of aues

number of paic ana volunteer staff members,

functions ang training (in full-time job

equivalents)

number of members attenoing the Annual meeting

nurber of members ana non-members that attend

special seminars or luncheons organizea by the

association

G the cost of past special activities and how these
ccsts were COverea,

o the usefulness of past association technical

assistance activities (seminars, guest speakers,

ete.)

00000

00
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o the services that the local organization has - -
received from the national arganization; - .-, .

0 the extent to which they think the association ‘is
an appropriate mechanism to alleviate their - - -
business problems c '

G why other SMEs in their inoustry have not joinec
the associaticn S

o future activities they woulc like the association
to unoertake;

G whether associstion members would be willing and
able to pay for such futule activities;

hor-rembers shoulc be questicmec about why they have
chusen not to join the association anc whether they use other
scurces tc receive the sene services. As much inferration as
Fussillic shictle te cullectet alout altermstive souices of
technical assistance.

Since the asscciation members are small anc medium scale
enterprise owners, the interviewers should also seize the
cpportunity to question them about their businesses. After
gathering some general intormatinn cn the nature of the
enterprise's business, the interviewers should try to determine
througn & variety of cirect anc incirect questicns what the
entrepreneurs' otjectives are:

o If they are currently grocucing for the aomestic
market, co they want to export their procucts?

0 Do they wish to expanc their current businesses
or oo they plan to oiversify intc other
subsectors?

o Woulo they like to subcontract part of their
proauction process to other firms?

0 Would they like to bulk purchase certain raw
materials with other firms?

0 Woula they want to share common facilities with
other firms (use common technology, etc.?)

0 Wihat would be the potential aovantages and
disaovantages of these approaches?

The irterview team shoulc alsc ask entrepreneurs what
they perceive tc te tne greatest proulens affecting their
Lusiress. Cpen-enceo cuesticns shoulc te askec to cetermine
what entiepreneurs believe are theil grezstest problems.
Examples of tcpics tc cover ircluce:
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current ano potential market for the procuct

market stability in economic cycles

sales anc distribution effort (system and cost)

strength and dominance of -~ompetition

vulnerability of raw material inputs (supply and

price) .

o quality of raw materlal inputs

o lator (skills, cost, turnover)

¢ production prccesses (eff1c1ency,
appropriateness, scale)

0 gprocuct quality (for domestic anc export markets)

c competitors' attempts to copy product gesicn
anc/or lure away skilleG workers

¢ irfrastructure (electricity, transport, water,
communications)

C wClhAMG Capital

o investment capital (long-term loans ana/cr equ1ty
participation)

u legislation anc controls

0000

Towarcs the enc of the interview, the interviewers shoulc
try to get some ceneral ioes of the enterprise's scale through
uirect observation of assets anc general questions regarcing:

o sverace morithly sales curing the most active
nonths  (nurber ot active months)

¢ average monthly sales ouring slow months (number
of slow nonths)

o estimatec assets, cebt, net worth

C estimatec rumber of wage-earning workers;
nor—paic femily members

The interviewer shoulc rot attempt to get exact answers
to these guestions, btut merely get some icea of thMe scale of
the enterprise. As menticnec previously, this information is
not to te usec ss baseline csis for future SME impact
eveluations. Sone general parameters for the baseline stuoy on
SMEs are proviceu or pages .

C. Research Component Cperational Planning Stuagy

1. intrccuction

it is reccmmercec thet this conponent func a stucy
tc help cevelop en action plan for tne first 1.5 years of ,
research sctivities. The basic perameters for this stucy have
alieacy been cescriteo in the Prcject Paper.
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<. Operational Planning Stuay for Research

nggonent

-The Project Paper states that one of this component's
first activities will be to catalogue existing stucies ana
research on enterprise cevelopment and emplcyment issues.
Researcrers are supposec to prepare a brief synopsis of each
cataloguec item - type of analysis, programs/areas analyzed,
conclusione armu recomrencations - to provice greater guicance
for pclicy analysts. The wealth of materizl availatle on this
stbject suguests that this effort coulo easily invelve six
celercar months or more. Project managers, however, now need &
Letier sense ct what stucies are most urgently requirec to plan
the first 1.5 years of procject activities.

1t is suygestec, therefore, to conmdission & short stucy -
one person month - to kriefly review the literature and
conouct wiscussions with project managers ang key implenenting
acencies to learn which research topics are of highest
pricrity. This report woulo then be used to rank stugy
projects in crcer of their need ano feasibility so tiiat
research msy Legin bLefore the entire cataloging process has
Leen cunclucec. This list of study projects, of course, would
te complemented by others suggestea by project participants
throuchout project implementation.

L. Microenterprise Levelcpnent Operational Planning
Stugies

1. Introcuction

Two baseline stucies are suggesteoc to plan project
activities for this component:

0 & general overview of PVCs active in the five
project regions whc are currently involvec
in income-cenerating activities or would te
interestec in starting such activities, anc,

G a detailec examination of all PVCs with lcan
prograns operating in the five regions (cr
plarring tc expanc intc thcse recicns).
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~. FML Lverview Stocy

This stucy has slrescy teen conuuctec by the Micro
Incustries Uevelopment Program; the repcrt's fingings incicate
that & substantial numker of PVCs are interested in the
program. Further research, however, is neeged on the specific
experience that PVGs acministering such loan programs have hac,
anc the lesscris they have learned. This information woulg help
to cesigr the PVC cevelcpment component anc provice backgrcund
information for selecting the PVOs to receive loan funds aguring
the first 1.5 years cf project implmentation. R

-

3. Stuagy of PVOs with Lencirg Programs

This stuuy would tuild upon the PVO overview stucy and
any others that exist on lencing programs of PVCs operating in
the Philippines. Tre study team, therefore, woulc tecin by
examining previcus pertinent stucies. The next step should te
tC make a list cf &sll PVCs with lenuing programs based upon
informaticn gatherec from these stucies, ccnversaticns with
those krowleccatle abcut these pregrans, anc putlicity efferts
concucteu cy tine MIOP. Altrncugh tne microenterprise taseline
study ircluces mcst PVOs with such programs, it coes rot
ircluce all of them. A clear anc consistent cefinition for the
term "PVO" shoulc be usec when ceciding which loan programs to
incluce cn the list.

The MIDP baseline stuoy located about 5¢ PVOs with
lencing programs. ALuut half of these ayencies chargec interest
Chothelr loanis. The stucy tesm shculc te atle te icemtify a few
nore agencies that have lencuing prograns in the > prcject
regions cr plan to expanc inte such regiors. Rfter this list
of PVUs has been mace, the team shculc try to separate those
PVOs with zctive lencing programs frcm those that cnly have a
few loans cutstancing. The fcIner ¢roup shoula be civicec into
active PVU lcen procrams that charge interest on loans from
those that are interest-free.

The team shoulc try to interview all PVOs that have
active lending programs that charge interest snu some that are
interest-free tut woulc be willing to charge interest. A total
of 4(~50C PVGs shoulu Le interviewec since the project is
supposea to distburse loans to 3C PVOs curing its first two
years. This stucy shoulc provice information on which PVOs are
mcst capable of managing loan funaos without ungergoing a
training program so that they may be the first to receive such
funos. Cther PVOs may require extensive technical assistance
prior to receiving & lozn from the SMEL project.
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This stugy shoulo invoive an in-gepth examination of
samples PVOs objectives, acministrative capability and
financial systems ano performance. The program's objectives
shculo be examinec to cetermine whether they are consistent
with SMED project aims ano whether the agency 1is even
interestec in participating in the project; knowledge about its
aoministrative capability is necessary to cetermine if it is
ready to receive aduaitional loan funds or whether aocitional
training is reguireo; information ocn its financizl systems anc
performasrce shoulc provice a gooc icea of the probatility that
it will be atle to repay lcan funas from the SNVEC procject anc
the extent to which its current loan program is viable.
Examples of the topics that might be explorec Ly the stuoy team
incluce:

Gojectives:

0 Coes the PVC want tc estatlish a self-sustaining loan
func?

0 Coes it want to expand operations?

O #hat is the PVG's target grow? (sectcr, scale, ang
location)

0 Woulc the PVO be willinc to accept a loan at & percent
interest for relenging purposes’

C kculc the PVO accept outsice techrnical assistance?

Aoministrative COperztions:

0 khat is the crganizational structure of the PVC anG the
lencing program? .

O khat are PVC's internal crecit proceoures? (loan
application, appraval ~ ano oistursement procecures )

c Coes the PVG provide grour or incividual loans?

G Uoes the PVC make follow-up visits to clients? If so,
what is the , frequency anc purpose of such visits?

0 Loes it provice technical assistance to suDCOITOwers?

O Coes a system exist to ensure the regular monitoring,
planning, internal evaluation and review of
activities?

O What is the PV0's system of internal inspection and
controls?

0 How many staff members work on the loan program? (try
toc convert into perscn years) what is their work
experierce/ecucaticnal backgrounc?
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Financial Performance

o What are the PVO s financial policies? Upon what
criteria are loans mage?
(collateral, character, project viatility)
0 What is the PVU's policy towards delinquent clients?
o khat is its loan write-off policy?
0 khat are the terms and conditions of lcans to
micrcenterpreneurs? How were
these rates chosen? What is its ccllection pclicy on

principal anc interest?
¢ khet is the PVOs loan collecticn performance? (age
celingLent losns) kow coes it cefine its loan

repayment rate?

¢ What is the composition of the pertfclioc? (lcan size
Iangt ant avelage, loery puipose, tctel ronlel arc
volume of louarns, nurber of repeat loans,

geogruphlc locaticn, type of enterprise, scale)

0 hhat are the costs anu revenues cerivec from the loan
program anc its financial viatility? (examination of the PVG's
financial statements)

Since the team menbers should exanine the financial
systens arc statements preparec by the PV0s, anc in some cases
reconstruct fragmenteo firmancial cata anc recalculate repayment
rates sc that they are somewhat consistent anc valic, it is
' necessary that financial analysts te invclver in the stucy. A
four person teaf is recommencec to conuuct the fielc work anc
analysis: two consultants who ere financial anzlysts familiar
with loan programs in oceveloping countries anc two MILP staff
members that participatec in the initial teseline stucy and are
familiar with PVC programs. A secretarial assistant shoulc
assist the team with logistical arrangements and typing the
final craft. FVGs shoule be intervieweo by siub-tears composed
of one consultant and an MIOP staff member. A tentative
schecule might be as follows:

heek Cne: LCiscussions with project managers; review of
previous stucies on PVL procgrams; estatlishnent of sampling
frame anc samgle selecticn; questionnsire cesign; logistics;
inter\‘ew with two PVGs located in Manila;

week Two~  Sutteams interview at least 40 PVOs with loan
Five programs, primarily locatec in five project regicns;

heek Six-  Analysis of results; preparzticn ct craft repcrt;
tight revisw of craft cy preject nenhagers; cetriefing;
pregaration ¢t firel report;
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The final report shoulo specify which ten PVOs. are:;the -
best candidates for receiving the first loans “disbursed-iinder =~
the program, and what technical assistance should complement .
these funos. The first PVOs may represent different strategies
for provicing loan funos to clients; a mic-term evaluation
could then examine which strategies seem to work best and why.

This report also should incluce terms of reference for
another sction-oriented plarning study to examine the potential
of uifferent mechanisms by which tc assist PVOs. An example
woulc be analyzing the potential of using regional PVO
assuciations/service centers anc/or rural banks to help PVQOs
acminister loan funcs.

The MIDF is plarning to holg cenferences in thiée regicns
to puLlicize the Shil RILJECL &nc btegir the FVC selection
process. These conferences are planneo to occur in June - July
1564. 1t woulo be most efficient if the oata gathering effort
Proposec for this operational planning study coulo be
coorainateg with these conferences., Or, if it seems impossible
to hire consultants within this short time frame, then the MIDP
may collect some dsta from pProposed PVO cangicates auring these
confererces which is then followed by a more comprehensive
StLCy suygestea in this section. 1n this way, the momentum
provicec Ly these conferences would not be hinderec.

E. lmpact Evaluation Baseline Studies

1. Introcuction

The research component should te in charge of aesigning a
scope of work anu suervising the collection of impact baseline
oata from miéroenterprises and SMEs. This effort, as previously
statec, shoulo be cooroinated closely with project activities
to svcic duplication anc ensure that this information may be
useful to project managers.

Ir theory, the impact evaluation Oata on micreenterprises
ang SMEs in the five regions coulo be collecteg Ly the same
group of interviewers at the same time. This might be the most
cost-effective methoo since both surveys shoulc occur in the
same regions. however, it is likely that the Institutional
Czvelopment anc hicreenterprise comporents vill not gear up at
the sane rate anc prcject activities may occur inm different
geographical locations,
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To ensure maximum flexibility ana efficiency, cne .
contract should be issued to the same firm to conduct impact .
evaluation baseline ana follow-up mid-term surveys on SMEs and
microenterprises. This firm (or cocperating firms) must
gemcnstrate that it has the necessary cspacity to conduct such
studies over several years and responc guickly to survey needs
ano opportunities. AlD ana Management Inplementation :
Secretsriat staff should act as catalysts to ensure that the
firm conuucting the taseline ang follow-up impact stucies
invclves project managers ang implemenrtocrs throuchout the stuay
process, .

Rsscclaticns anc PVOs that will participate in the
program will not tegin activities at the same time. They will
Lte incerporetec into the pregram over time. Thus, the baseline
SulVey Leel MLSL cCllClnate 1ts lecealch effoIts with this
timing. baselire cata collecticn shoula occur throuchout the
first 1.5 years of project imglementation; once an asscciation
or PVO receives funcs or cther assistance from SMED, then a
baseline stucy sheoulc bLe plamneo to interview its clients.

iaseline ceta cn SMEs anc microenterprises shoulg only be
collecteo after those expectec to receive assistance have been
identifiec. Since PVCs will not krow specifically to whem they
will te lercing, for example, this means that the baseline
stuay nmust wait until the first loans have teen cisbursec. The
stucy team must responc Guickly to these oppcrtunities. If too
much time elapses between the prcvision of rescurces zno the
survey, then accurate taseline cata will nct Le catherec; the
data will alreacy incorporate the effect of these resources,

2. lnstitutional Development Baseline Stuay

The focus of the institutional gevelopment taseline stucy
shoula te on enterprises that are SUppPOSeC tc receive
assistarnce thrcuch the SMED project. Cnce specific asscciatiocns
have teen chcsen anc their rcle in the Prcject is known, then
the specifics of the SUIVEy cesign can te ceterminec.
Interviews with ShEs affectec Ly an asscciation should only
Occur when technical assistance efforts to the asscciation
begin. Since asscciations will Le incorperatea into the project
OVEL time, this neans that taseline cats will alsc have to te
ccllectec cver tinme. Thus, cre imstititicr faniliar with SLE
SULVEY cesicn, cate collecticn anc skillec in cata analysis
shoule te contractec to cellect Leseline cata al appropriate
tires.
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The sampling frame shoulc be comgiled from lists of
association memters, ccnversations with memcers on what
non-nembers frequently attena associstion functions, the
Cirectcry of Business Establishmerts, the SEAC and the Bureau
of Uenestic Trace. Sangle selection shoila be basec upon those
SMEs trat are expected to tenefit directly from the project
(asscciation memcers ana those interested in joining) and a
matchec crecLgp of those not expectec to participate in any way
locateq in the same recion.

ln trecry, the strvey shculc incluce a contrecl greup cf
enterprises that are similar tC assistea enterprises in every
kay except that they will not Farticipate in the project.
however, in practice, it may te gifficult to icentify trese
enterprises since:

G e prcject cees ret have &ny restricticrs cn
enterprises that shoula not receive assistance

C it is extremely cifficult to fing a reliatle
"match" group of non-participant enterprises since
there ai1e ustzlly eitter key differences tetween
thicse who chuecse tc participate versus thcse that
0C rot or rot encuch comparable SMEs in rural
concunities to match up, anc

G even if SMEscoulc te matchec, the cata ccllectors
cften will rot te ¢rantec access to
non-carticifpants' financial cata or perscnnel,

The sanple size shoulc be 3 functicn of the hetercgenity
of enterprises expectec tc Farticipate in the project, if
extrapclaticns Lo the General cnterprise incustries are to be
mace. A statistician shculc be invclvec in the survey cesign to
Ensure that results can Le gereralizec with an acecuate cegyree
of conficence,

The impact evaltaticn taseline stucy shculd provice a
Lasis tc test specific gevelopment hypotheses rather than acopt
& "shotgun" approack of interviewing everything in sight about
ariythirg that seems to Le an interesting research togic.
Choosing what cata to collect shoulc te & function cf what
project implementcrs expect tc happen to enterprises. For
exanple, if associations plan to offer a seminar on prccouct
Guality maintenance as their only activity ang wo nct expect
this to chance erployrent patterns, then it would not meke
S€nse Lo cather @ lot of infermation to cetermine whether new
Jebs have Leen crestec.
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Since the SMED project's long-rance otjective, however,
is to generate increased employment anc income cutsice Metro
Manila, then the taseline stucy shoula collect information on
these topics when project activities are expectec to affect
these variables. This incluges Gathering cata to determine what
the iroirect as well as girect engloyment anc income impact of
the project has teen. To try to estimate the potential
muitiplier effect of assistance to SMEs, it is necessary to
Lnocerstand their linkages to input suppliers anc marketing
agents,

Entreprereurs are usually sensitive abtout civulging
informaticn cn their income ang employment, especially if the
gata is tc te usec for a gevernment-spenscrec project. It is
sugeestea that this infermation te collectec curing a few
interviews. After the first interview, cata znalysts shculc
Chech tol imconsistenciss in the Cata, SLLL GokS afC Taise new
issues to te clarifiec in a secong interview. Rlso, the data
collectors may ask to see the entrepreneur's financial
statements ouring the first visit; if they are not reacily
availatle, then they can be reviewed during subsequent visits
and matched with recall infcrmation provicec Ly the cwner or
manager.

buring the seconc interview, infcrmaticn can te rechecked
ana aceiticnzl ocata collectec on other subjects. 1n many cases,
even a thirc interview nay te necessaly tc complete this
iterative prccess. Since collecting this infcrmaticn is
time-consuming, having multiple visits alsc relps tc keep each
interview uncer ore hour in length - tre maxinum time that most
entreprereurs can tear to sfena.

Cne project participant remarkec that "any firnancial
statement that an entrepreneur is willing to shcw you, isn't
worth locking at". Financial statements may contain
inaccuracies gesignea to limit tax liatility or avoic minimum
wace restricticns. Scme of these irregllarities may te avoicec
by focusing cn the least threztening parts of the statement
(cost of raw materials, for example) ana retuilecing the
statenent from that tase. But in any case, if cistortion
exists, what is key is that the same level cf cistortion exist
when resurveys are conducted to determine the project's impact.
Interviewers will be interested in examining the change in
these variables, rather than their atsolite amounts.

The specific quartitative cata that shculc he gatherec
incluces infcrmzticn that stenms from the enterprise's financial
statenents. This incluces:



annual sales

cost of raw materials
gross profits

operating profits

interest payments
salaries, wages and benefits paic tc employees
pre-tax profits

taxes

composition of assets
ccmpesition of liatilities
net worth

Oo0o0cO0Co0oO0O0ODO0ODOO

Information on erplaoyment shoulo givice erployees bty
whether they are family, non-paia lator, full-time paic
encleyees, aprrertices, seascnal or cccasicnal. Seascnel anc
LlCutllnal lalllels SHLLLG LE cenvelteC inte tull-tine jco
€cuivalents. Also, data gatherers may include information cn
whether these are male or female ana civide the staff into
administrative staff ana manual workers,

Infornaticn shoula be gathérec S0 that wcrker
Procuctivity can te assessec as well as changes in the number
cf jots. Cemncn procuctivity ratios incluge output or sales per
worker, :

Interviews with SME managers can elicit more gualitative
infermation such on the nature of the inoustry ana linkages
with cther enterprises. Gualitative information may te gatherea
on.

0 prcecuct cuality

G rarhet share, market compositicn, ana the strength anc
cominance of competiticn

nature cf marketing contacts (family contacts, foreign
tuyers, etc.) and how they were establisheg;
fluctuations ana trends in cemand for prcouct

research anc procuct cesign efforts

regularity anc quality of input supplies;

statility of input costs

lator availatility and quality

latcr unceremployement

acequacy af current technology.

O

0O0O0O0OOO0OO

The interviewer shoulcd also ccmment ueon the SMEs
manacement anc accounting practices to serve as a tasis fer
conparing tre effect of management assistance. Some inuices of
the maracenert capatility woulc irclice:
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0 planning - financial, purchasing, prcouction ang
marketing projections (how far into the
future do they plan?)

0 communications ~ within the Eusiness, among businesses
with outsice resource sources (e.g.
associations)

C organization - cegree cf formality of tusiness
' Operaticns (e.g. written pclicy anc
prccedures, job cescripticns, etc. )

The institution in charge of cesigning anc implemeriting
the cata cathering precess shculc bear in mine that the
Leselliie stuty shouit selve as & Lasis to evaliate net changes
in enterprise performance. Informaticn shculc te ccllectec that
links net changes in employment, income, procuction anc
management practices to SMED activities.

[

3. Microencerprise Develcpnent Impact Easeline Stucy

Microenterprises will ciffer from SMEs in that:

O they usually will have no written financial recorcs,
anc

O they have & variety of econcmic activities with profits
anc assets freely flowing Letween activities.

Since micrcenterprises have nc written recorcs, such
informaticn must be gatherec Ly relying upcn the ability ana
willincness of the entrepreneur to recall accurate financial
information. This acility is a functicn of whether the figure
fluctuated a great ceal curing the pericd in cuestion, the
ameunt of time that has elapsec since the event cccured, anc
the frecuency with which it cccureg. In general, financial cata
from microenterprises shoula te usea to cescrite basic trenas
rather than asbsolute changes.

Rural microenterprises often form part of numerous
householc activities, inclucing agricultural prccuction.
Altrouwgh assistance may have teen given to only cne of these
activities, its effect can only te intergretec ccrrectly by
examining all intertwineo househole activities. Frofits
GEnerztec Ly the microenterprise, fcr exarcle, may te usec tc
PLIChase agricultural inmputs; the enterprise may nct grow while
other asgects of the femily's tusinesses cc. The erplcyment

effect of a FVU loar sinilarly nay Le clspersec &norg various
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household activities.

PVCs previding assistarce to microenterprises cannct te
expected to gather gata on the entire Frecoucticn unit of which
the micrcenterprise is part. This shculd te the job of the
Laseline stuoy team. Lamprehensive stuties shoulc Le corcuctec
Gn a selectec sangle of microenterprises that examines their
objectives, censtraints, ircome, anc enploynent using the
houserolc rather than the sssistec micrcenterprise activity as
the eccnanic unit of analysis. Technigues Lsing in Farming
Research Stucies to aralyze fsrmer rcusercles may Le scaptec
for this purpese.

In acciticen to catrering quantitative cata on tre
microenterprise, the tuseline stucy tean shello celiatorate
with FVC staff te Cather cets on proxies te e weee te Jucce
the effect o e\ wstlstance. Tne MLk 1o eaitaly cutiirec
Oata it woulc like F\VCs to gather. Tris incluces:

O number cof accitional huusehcla appliarces purchaseag as
a result of incressec earnings ct the Lusiress;

0 hcme imprcvenents

C numter of chilcren sent to scricol

C increase ir fuce intake or calories
0 meCical expenses.

1t will nct te cost-effective for FVWLs to collect this
informaticn cn each client. Liscussiurs shiculc Le helc vetween
the MICP, PVLs zrc tre inctitoticn chargec with ccllectirg
Baselire cata to cetermine whether it woule te nore efficient
to have expert csta gatherers collect this irfcrmaticn as part
of the baselire impzct study. hcciticnal irccre arc enploynent
proxies will surely Le jcentifieg Ey PVC staff tc te
incorporatec into this stugy.
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111 MIC-TERM EVALUATION )

- A. Cbjectives

1. General CLject

The mic-project evaluaticn shoulc builg upon information
collectec anC analyzec throughout tre first three years of
project implenentation. RIC/Washington must te invclvec in the
cesignh of the evaliation anc participate in the review of
fircings. AlL/Marila, prcject managers anc cutsice consultants
shoule cesigrn arc concuct the evaluation Jointly to maximize
its pctential coristructive effect.

hoL's peitlicipation is criticel to ensure that the scope
of werk is cesignec so that the eveluation will provice
informaticn necessary to cetermine whether andg how to continue
project cperaticns. Prcject managers' involvement is critical
to ensure trat the evaltation will nmeet manacers' neecs,
accress thelr corcerns anc promcte the incorporation of
fircirgs in future project plans. 1t shculc provice an
Oprortunity for prcject managers to patse anc reflect upen what
they have Leen oeing anG SseIve as & gereral planning tocl for
the cecoric helf of preject activities. Cutsice consultants neec
Lo te invoives to previve an incepencent perspective cn project
activities anc accenplistnents.

The mia-term evalustion shiculc exandine whether project
cesigr changes are recessary anc cffer guicance for achieving
project okjectives. The evaluaticn team should examire the
criginel hypctheses uncerlying the three project components anc
comment upon the extent to which they have been proven or
cisproven. A secticn shoulc te cevoted to the lessons learnec
Guring the first three years of project imglementation. In
acciticn, the evalusticn shoulc examire the celivery of project
inputs, the realizaticn of project cutputs anu the achievement
cf otjectives as statec in the project's logical framework and
-annual plans. 1f tre project seems to Le & oisaster, then
results cf the mic-term evaluation shoulc te use to assess
whether trere shoulu te a secona half of the project.

2. General Framework for Mic-Term Evaluation

The cereral framewcrk for evaluating the three ccmpcrents
cof the SMEL prcject shculc te to exanine the gperformance ana
irpact cf the cifferent project inplementing agencies anc
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beneficiaries involvec in the project. To Understand why
certain actions were taken anc what changes occured, it is A
necessary to uncerstand the entire process behing that change.
Thus, the mid-term evaluaticn should examine the performance
ana interaction of the following actors in the SMED project:

o USAIG/Manila | '

0 Executive Committee, Management Implementation
Secretariat anc other Project Managers

o Prcject lnplementing Agencies (P\VGs,
associaticns, PLLI, etc.)

¢ MEs anc micrcenterprises airectly affecteu by
the pruject;

G Enterprises anc conmunities incirectly affectec
Ly the project.

Each cf these ~ctecrs form part of the process that leads
to the achievenent of project otjectives. An examinaticn of
R1l's timely celivery of resources anc their effect on project
management units (M1S, MICP, genersl contractor, BSMI, etc.) is
the first lirk that ceterrines the project's potential effect.
The effect of FToJect managers' activities Lpon implementing
acencies (associaticns, FVCs, etc.) is the seconc lirk. If the
ploject activities are inconsistent or rnot celiverec in a
timely fashicr then the irplementing institution's performance
will sutter, 1n a similar fashiion, tre etficiency anc
effectiveness c¢f the implementing institution affects the
pertormance of assistec micro, small anu necium enterprises.
knc, finally charges within ascsistec enterprises have
repercussicns or. other enterprises anc their surrouncing
cemmunity. It is this fimal link that is the justificaticn for
tre Shil project; hRcwever, the chein of activities leacing to
this Jink must also te analyzec to uncerstand what has happenec
anc why.

The felleowing sections will specify who are the key
actors for each component accorcing to infcrmation founc in the
Frcject Paper and Implementation plans. Since the three
CCrRponents of the Shel project involve very cifferent
activities, three sccres of wcrk are suggested to serve as &
framework fcr evaluating these activities. The project manager
anc incecencent consultants woula evaluate all three
COTpCrents; component managers would participate in evaluating
their respective activities. And, the results would have to be
synthesizec so that the report presents general conclusions
atout cverall project precress anc lessons learned to cate.
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. Information on project impact on SMEs and _
microenterprises should be supplied by the contractor in charge
of this research study. Other consultants should be hirea to
cover the other aspects of the evaluaticn and conduct spot
checks on infcrmation supplieg by the impact evaluation
Contractor. This is necessary to ensure that an unbiased,
incepenaent evaluation will be congucted.

E. Scorce of Work ang Methocology: Institution Builcing

ComEonent

1. Examinaticn of Prcject Hypotheses

Lneerpirning the institution-builcing component are
several NyLotheses alcut ef fective nechianisms tc pronote SHE
cevelcpment. By the miadle of the project, managers should form
some conclusions about the valicity of these hypotheses ang
assurctions. Some of these assumptions are explicit, while
Gtrers have not been clearly statea in project documents. As
the preject evolves, original assumpticns anc hypotheses will
be replacec with new cnes; the mic-term evaluation shoulga
examire this process anc giscuss the implicaticn of such
fincings for other project activities.

The major project hypatheses of this prcject ccmporent
are that: '

o} Rssociations are an appropriate mechanism fer
stimulating the cevelcpnent of SMEs, anc

o Technical assistarnce aro technolegy transfers can
help develcp viable lator-intensive enterprises
ocutside Metro Manila.

Behinc these two major assumptions, are the assumptions
that:

0 . Asscciaticns are capable cf representing the
incustry as a whole rather than just the interests
af a small group of members;

0 SMEs in the same inoustry or cn a vertically
integratec tasis want to ccllaterate anc use
asscciations to sclve their Frcblems,

o Rescciaticrs want to strengthen ang procfessicnalize
their services rather than renair primsrily
lottying anc sccial groups;
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- Current association membérs:waht‘tdféxﬁahd'théif"ff
- membership and/or provide services to non-members; .

Asscciationé/SMEs are willing'and able to'shoulder
part of the costs of technical assistance and new
technclogy ; ' '

Lack of credit is not a great constraint inhibiting
the growth of SMEs;

Subsicizec services covered by SMED will eventually
te fully paia for by SMEs;

Cemonstration activities will have a spresc effect

Introouction of subsidized technology will
stimulate the creation of new jobs;

The furniture, garment ang hangicrafts industries
of fer great potentizl for growth and employment
generaticn in the five selected regicns;

These incustries have great export potential anc
will generate net increases in foreign exchange;

Furniture, garment ana hancicrafts enterprises
currently procucing for the acmestic market can
meet the guality, quantity and price reqguirements
of export markets with SMED assistance;

Foreign anc comestic consultants can igentify

appropriate technology ana market oppertunities for
SMEs ana procuct buyers in a cost-efficient manner.

2. AIL Performance

An analysis of AID's performance shculg focus on the
size, nature ana flow of donor resources to project managers
(Management Implementation Secretariat, Ceneral Contractor,
Ministry of Trace ana Industry) ang guicance providea
throughout project implementation.

Infcrmation on the status of rescurce flows wcule ircluae
CCMLaTing projectes with actcel coamittments anc Cistursements,
ana the time elapsea between reimtursenent recuests ana '
payments. Evaluaticr team memters shoulc guesticn coror ang
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' project management staff to discern the former's familiarity-
" with project priorities, objectives, activities and. field '

‘conditions. Number of fiela trips ano participation at '
Executive Committee meetings may also be used as proxies for
conor interest in project implementation.

3. Project Managers' Performance

The focus of this inquiry shoulc te the appropriateness,
quality, guantity &snc timeliness of assistance provicec by the
Management Implementaticn Secretarizt, the Ceneral Contractor,
the BSM1 anc the PLLI tu associations. This information can te
gerivec thrcugh corversaticns with prcject managers ana
assistec asscciations as well as & review of all relevant
cocuments.

The evaluaticn tean shiculc tly to afalyze few well the
internal monitoriny anc evaluaticn system is working, whether
the process approach seems to be achieving the oesirec results,
ana how well efforts are ccoruinateu. 1t shoulc examine the
extent to which project managers are able to plan activities
ana meet internpal targets. Changes from the criginal project
gesigr anc the extent to which Froject hypctreses have teen
verifiec shculc also form a major part of the analysis, In
aooition, tasic cuantitative anc qualitative infcrmation shoula
bte collecteu on :

0 number ana nature of assisteo associaticns ana

0 nature, Gguantity, timeliness appropriateness ang .
cost of technical assistance ta associations.

4. Imclementing Acencies' Perfcrmarce

The evaluation team should try to interview about 4-5
associaticns in each region as well as naticnal asscciations
that have teen assistec by the SMED project. If the number of
assisteg associaticns is extremely large, then the evaluation
team may have to select a rancom sample. However, it is likely
that the team shculc te atle to interview all assistea
associstions.

Cata collected on some of these associations for the
operational planning stuay may be coaparec with their current
status; otherwise ttis informaticn shoulc be reconstructed Ly
asking menters atcLt the growtn of their orcanizaticr. The same
nethocoleyy usen fer the CP ostiay - irterviewing rcn-members as
well a6 menbers - shculc be useo to cetelnire the effectiveness
of these asscciaticrs. Scre prexy measirererts of the GIcwth
anc enhancec capacit) of asscciations are:
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growth of membership over time * " -

number of ‘members attending Annual Meetings

nunter of cemonstration projects

nature, quantity, appropriateness and cost of

services proviceg to SMEs

number of members and non-memters that

participateg in these activities

O numter cf associaticns with group activities ang
the rature of these activities (bulk purchasing
of raw naterials, etc.) .

G increase in nurber of staff ang their skills

¢ financial contritution of asscciaticn to SMED

activities, -

oO00O0

O

5. Mg Perfoirarce anc their Social Impact
e

(&)

The performance of assisted SMEs shoulc only be assessec
if sufficient time has elapsec since the provision of outsice
assistance. SMEs shoulc have received assistance at least one
year, preferably two years, prior to an examinaticn cf the
impact of that assistance. Ctherwise a sufficient cestation
perioc will not have passeo to allow a meaningful analysis to
be conoucted. The evaluatiocn team stiould conguct spot-crecks to
confirm the general trencs incicateg by the impact evaluaticn
cata.

1f project activities rave been celayea, then the
mig-term evaluation shcula rot incluve an in-gepth analysis of
the project's ircome ang employment effect ard this part of thre
evaluaticn shoulc be postponed. In this case, the evaluatior
team shoulo conuuct a guick survey cf assisted enterprises in
each region to ¢et a sense of the effect of the project. Rapic
rural reconnaissance technicues shoulc be weg to gather proxy
incicaters, qualitative anc sone quantitative infcrmaticn to
yauge the effect of the FIroject on assistec enterprises anc
their communities.

information on the effect of assuciaticns on SMEs shoulg
be collectea through interviews with association staff members
anG SMEs. The direct and indirect effect of this assistance
should Le gatherec Ly re-interviewing those interviewea for the
baseline stucy (describec in paces ), including thaose SMESs
that aig not receive assistarce from the SMED project.
hon-assisteg enterprises, tc the extent that they are similar
Lo trcse trnat wele assistel, SPCULG SETVE 2s a contrel ¢roup so
that the effect of non-project factors may te kncwn. it is not
énclgh to exanine the charge in assistec entercrises’
performarce; the evaluaticn shculc be atle to link these
chanyes tu project activities.



The focus of interviews with assisted SMEs should te cn
the nature of assistance provicec through the SMED project,
aduitional resources that may have been secured cue to the
project (loans, equity investment) ang finally an assessment of
the effect on this assistance upon the income ana emgloyment
cirectly gemerated by the firm. The cata that is collectec
shculc te similar to that ciscussed in the section on the
baseline stugy (page ___ )

Information on vertical ano horizontal integration
activities, linhages with other sectors, anc incirect ircome
anc employment generated by these enterprises shoulc te
Ggatherea throwh ciscussions with firms, marketing agents,
supr.liers anc other firms that have been affectec ty the
assistec firm. Qualitative informastion may te catherec through
irtelviews with hey informants RHLWLIECLE aLoLl btieliese
activities in the sector while Quantitative information may te
yatherec cirectly froum these enterprises, or, perhaps from
existing secongary sources.

L. Research Compcnent

1. Examination of Prcject Hypotheses

The basic hypothesis governirg the research ccmporent is
that fincings aiscovered through SMED research activities can
affect pclicies governing that sector. It is alsc assumec that .
fuioiry policy dialogues betweer the private anc public sectcrs
Can stimulate a spirit of cocperation between these sectors.
Gther specific hypotheses are that the SMED project can:

G help the GOP and private sector to establish more
effective systems to gather accurate ana relevant
information on SMEs and increase their capacity to
analyze policies relevant to SMEs;

0 establish an ongoing effective policy dialogue tetween
the private ano public sectors regarcing government
pclicies ano progress affecting SMEs;

C unaertske acticn-orienteo stuoies whose results are
useful tc project implementors.

The mic-term evaluation shculc try to ciscern tre extent
to which these assumpticns are valic. Policy changes cie to
reseerch cannct te expectec at the time of tre mic-term
evaluaticr; however, project managers shoulc Le able tc comment
upcr: the effect of putlic anc private sectcr policy forums anc
project implementcrs can ciscuss the extent tc whicn reserach
activities are relevant tc their neecs.



2. Performance of Research Component” Managers

The evaluation team should try to assess the extent to
which project managers' activities have contributedg towarcs
achievement of project cbjectives. The extent tc which project
manager has triec to elicit research propcsals frcm other
implementing acencies, whether research contracts nave been
cleariy cutlineg, acequately fundea, well-supervisec anc
resulte ircorporatec into seminar ciscussions shoulc te topics
fer investigation. The appropriateness of the timing of policy
stuuies anc the amount of time that elapses Letween tre stucy
ices, its funcing anc the presentation of results can be PIOXy
reasurenents for the efficiency cf the research funcing
process.  ln acciticn, the team shoulc review the nurter, cost
efu certert of Lolicy cialougue sendnals. Tne effesct cf these
Gilalogues shoula te assesseg through conversations of
participants to the extent possible.

3. Performance of Research Lontractors

Scme members of the evaluation team shoulc te cualifieg
to jutee the nethooology anu quality of the research etforts
concuctec uncer the Research Corporent. Perticular sttention
shoule be paic toc the extent that research contracters involved
ircivicuels anc agencies with a stake in the issues teing
examinec in ezch stugy's oesign, implementaticn ana analysis.
The apprepriateness of this involvement ang its effect on the
use of stucy results shoulc te commentec uponi.

C. Micrcenterprise Cevelerment Comporent

1. Examination of Hypctheses

The primary hypotheses of the microerterprise compcnent
are that:

¢ Technical assistance from MIDP cr PVG asscciaticns can
strengthen PVGs' ability to manage efficient, viacle
loan programs ang provide high-quality technical
assistarce to nicrcenterprises;

C PVCs are the most appropriate vehicles by which to
assist micrcenterprises (versus rural tanks, etc.),
C&aha;

G kssistance from PVCs can Spur tre cevelopment cf
micrcenterprises is & cost-effective manrer.
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Gther impoftant asSumpticns are that:

¢ PVCs want to tocrrow funds at § percent interest to
establish or expanc lencing programs to
micrecenterprises; :

G PVCs want to receive technical sssistance to improve
the capability of their staff;

-G a minimum spread of 15 percent is sufficent toc cover
FVC acministrative expenses ang risk of lcan defaults;

¢ lach cf crecit anc technical assistance are key ,
constraints restricting the growth of microenterprises;

U ricrcerterprises ale willing &rc atle to borrue funcs
from PVGs at 21 percent interest or higher ana repay
these loans;

¢ micrcenterprises are willing to accept technical
‘assistance and continue new practices even after
external assistance has ceasec (e.g. after their loan
has teen repaid).

¢ the effective interest rate of PVG lcans to

micrcenterprises (incluaing transaction-costs) will te
lower than alternative sources,

<. AID Performance

Eveluators shoulc focus upon the same basic issues as
those cescritec in the corresponaing section for the
Institution Building Compcnent (pages ). Evaluation
team members shoula interview AIC staff on what teen the major
with which they have been cccupiec curing project
implementation ana review cocuments pertaining to the takedcwn
of furcs.

3. Project Managers' Ferfeorrance

The MICF is the key management agency of this compcnent;
its effcrts will Le cocroinatec with those ot other praject
ccnperents ty the Execitive Cireczer of the Management
lrplereritaticn Secretariat.
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The MIDP is supposed to:
0 select PVOs that will receive loan funcs

0 establish a mechanism for the cisbursement ang recovery
of these funas (directly or through a third party);

O provide technical assistance to PVGs ta strengthen
their loan operaticns anc staff capability to assist
micrcenterprises;

The mic-teim evaluation shoulo assess the effectiveness
of these activities. The cuantity of this assistance may be
founa thrcugh examinaticn of informaticn containec within the
MILP's internal monitcring anc evaluation system; its quality
arc effectiveness can only te ciscoverec throuch interviews
with assistel PVLS afi thedir ndcroentelplise clients.

lndicators cf MIDP activities anu performance include:

number of PVOs receiving lcan funds

repayment rate cf PVCs with loan funcs

nunker of PVGs receiviny technical assistance

number cf FVO staff members receiviry technical
assistance;

nature of technical sssistance receivec Ly staff
members;

0 cost-effectiveness anc efficiency of the menitoring ana
evaluation systems establisnec Ly the MiUP (covering
MILP anc PVO activities)

oco0ooo

(@)

4, FVC performance

§

The methocolcgy anc incicators described in the section
on suggestea operational planning stucy of PVCs with loan funas
(pages ) can te used as a basis for the mic-term
evaluation. If PV0s with cifferent loan gelivery mechanisms
(group versus incivicual loans, high versus low interest rates)
have receivec loan funas, then the evaluaticn team memters
should strive to cetermine which strategies seem to work best
uncer what circumstances.

In acdition to cata suggestecd in the operational planning
stugy secticn, the evaluation shcoula try tc analyze tre
efficiency of PVC's lencing process. This woule inclice
ccilecting 1rtcImaticn on the nunter of Cays Letween loan
recuest, approval anc cistursement to learn whether EexCess
Celays ale encounterec by torrcwers. Staff FIccuctivity



measures (number of loans per staff member, number of clients

. receiving follow-up assistance per staff member, etc. ) and

- an analysis of the administrative costs per loan (with ang
without subsidies) are other efficiency criteria that shoula te
" carefully assesseg. |

A key consideration of the evaluation shoulc te to
calculate the loan repayment rates of PVO stbborrowers andg the
viability of the loan program. Fimancial statemen:s preparec by
P¥Us shcula pe recalculatec to cetermine the true viability of
the lcan procgram when provisions for tag cebts, subsicies anc
the erosionary effect of inflation are inclucec.

The eveluaticn team shoulc try to assess the quantity ana
Guality of technical assistance provicec ty FVCs tc
microenterprises. The only way to kncw tne quality of tschnical
assisterice wiil Le e intelview clients Lo solizit Lheir Viens,

5. Microenterprise Performance ano Social Impact

R seconc survey basec upon the methcaclogy cutlined in
the secticn on the Microenterprise baseline Stuay shoulc te
concuctea to assess the impact of FVC assistance. As mentioned
in that section, the study's unit of analysis shoulc be the
microenterprise's hcusehola unit anc ircluce all economic
activities caicuctes by that householc. Particular attenticn
shcula te paic to how the project has affectec the linkages
Letween niicroenterprises ang Shks, anc its effect on raw
material input suppliers anc marketing agents.

Tre same cocntractor that performea the baselire
evaluation should be reponsible for collecting imgact aata
recuirec for the mic-project evaluaticn. Cata analysis shoula
te performed by this contractor and memters af the mic-project
evaluaticn team.

In agditicn tc collecting cata suggestec in pages
the survey shcula try to assess scme cualitative changes such
as:
0 the picject's effect on community organizing
efforts ano microenterpreneurs' access to outsice
- TeSOUrCES;

G the project's effect on micrcenterprereurs' imvclvement
in fernal cr infornel cepitel neinets;

G an ircrease ir status cf crecit recipients arc
cormunity volunteers;.

C eftect of nicrcenterprises cwrec by wemen cri tineir
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family relationship ang statns: -

The evaluation may not be atble to quantify some of thes
changes, but rather suggest some genersl trends that are
occuring. It will be extremely gifficult to separate changes
that have Leen causea Ly the project from thase causea Ly
pervasive anc prevailing economic, social ana political force
At the very least, the evaluation should comnent on whether t
Froject seens to have hac a Fositive, necative or reutral
effect on participants anc their communities.

The certination of cata collectec frem SMES ang
nicrcenterprises (assuming that Loth are assistec in the sanme
region) shoula reveal whether cne greup is tenefitting at the
expense of the cthel o1 whether toth are expancing (cr
contlectirg). The mic-prcject evaliation May E15C Lt aLle te
reveal whetrer the project is inceeg stimulating the creation
of new jobs or merely transferring jots frcm smaller, or. less
competitive firms to those assisteg Uy the project. Also, the
evaluation shoulc te atle to comment about who is getting thes
jots: Are new workers chilcren (uncer 1€ years of age) who hay
left schocl tc take auvantage cf these new cppertunities or ar
they olcer, shilleu workers? If it is premature tc examine
these issues curing the mic-precject evaluaticn, then they
shoulu assume a high pricrity curing the final evaluaticr.

E. Evaluation Team Mermter Skills ang Level of Effcrtt

The evaluaticn team shoulo te ccmposeo of:

O a team leader experiencec in managing and concucting
evaluations of micrc, small and mecium enterprise
cevelopment projects with an econcmic/financial
backgrounc;

0 a financial analyst/banking expert with experience
analyzing lencing programs in cevelcping nations

0 two tusiness analysts with experience analyzing the
performance cf micro, small anc medium enterprises in
ceveloping naticns;

0 an institutional cevelcpment/trzining expert familiar
with instituticrzl Cevelopment in the Philippines ang
Cusiress cevelcprent tiaining pregrans

G a techrcleyy expert capable of analyzing the
apprepriateress anc performance of technclogy provicec
through the project;
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0 a marketing expert capatle of analyzing marketing
assistance provicec through the project :

Fielc work for the evaluation should be expect to require
at least eight weeks if impact acata has teen supplied by the
research contractor resgonsicle for collecting ang analyzing
this aspect of the evaluation. If this cata 1s unavailatle,
then atout two eatra weeks shoulc be tucgetec to collect anc
aralyze data on enterpiises. Research contractor staff shculg
participate in this effort.

Tre team le.cer shcoulc arrive s few Cays tefore the rest
of tre team to ciscuss evaluaticn ctjectives, hiccen ageruas
anc pctential participzticn of a1l interest carties. fgcec cn
Uhese Liscusslins, Ue team liaCel Shoulic cutilne a cetasleu
evaluation methocolcgy anc write a very preliminary cutline of
the contents of the final evaluation report. Although these two
plans will be sutject to revisions thoughout the first 2-3
weeks of the evaluaticn, it is rnecessary to formulate these
Flans in writing so misuncerstancings ang changes in focus can
Le sveicec later curing the evaluaticn.

The financial analyst, two busiress analysts anc the
institutional Gevelcpment/training expert sheoula participate in
the eight weeks of field work. They shoulda have about Z-2 weeks
to prepare their secticns of tre oraft anc final repcrts. The
technolcgy anc marketing experts shoulc cnly require atout four
weeks of fielc work ana cne week to prepare repcrts on their
findings. The team lezcer shculd have an acciticnal week tc
inccrporate all secticns into the final report.

To ensure cempatibility of team members anc the team
leager's authcrity over team members, it is suggestec that all
team memters te contracted through the same firm, If team
menbers are assemblec from cifferent firms, then the team -
leacer's authority over memters is linitec. If the team leacer
can control whether team members get paic, tasec on treir
performance, then the likelihccc that s superior procuct is
procuced is higher.



