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SVEU EVALUATIUN PLAN 

I. Overview of SMD Evaluation System'.
 

A. Objectives of Evaluation System
 

1. Evaluation Neecs of a Process Project
 

The 94ED project has been esigned to provide project managers 
with a great oeal of flexibility to respono to a changing 
environment. A comprehensive monitoring ano evaluation system is 
particularly critical to help plan, assess ano reoesign project 
activities throuchout the project. Naragers must regard this 
systen. as an impc-rtant manacement tool that is an integral part of 
project activities rather than a conor requirerrent if it is to be 
useful. This means that the evaluation system itself must adapt to 
the managers' changing neecs. 

The activities oescribeo in this report are special planning 
ano evaluation efforts that involve outsioe consultants. Although a 
rough fravework has been,proposec within this report, specific
comfponents may unoergo significant revisions as the project 
evolves. These activities are based upon information provioed in 
thb project planning documents which may not accurately reflect 
project activities as they evolve by 1986 anc beyono. The rule 
governing these special activities shculo be that they respono Lo 
project uonoi anc manager needs anc ccmplenent the project's 
internal monitoring ano evaluatiun system. In accition, mid-term 
ano final project evaluations shoulo cocument lessons learred to 
help cesign or inprcve enterprise ouvelopment efforts in the 
Philippines ano abroac. 

2. Desciiption of Three Project Components and Objectives 

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

Institutional Development:
 

"...to develop ano improve the capacity of private
 
sector institutions to oirectly provide ano act as
 
conouits for the provision of extension services to
 
SMEs thus ameliorating the financial turoen on the
 
Uovernment to provide such services.... To help
 
associations to better represent SMEs in policy
 
dialogue Aith the public sector."
 



By the eno of the project it is expected that:
 

"selected associations in conjunction with necessary 
contractors will have the capacity to oirectly provioe 
and act as conduits for the provision of more and 
improvec extension services ano oemonstration 
activities to S(s; 

PCC1 will have the capacity to help organize and
 
strengthen national and regional associations; 

MTI will have improved its capacity to assist private 
sector SEs at the incustry level; 

PCLI ano inoustry ano service associations will be
 
aLle to represent S.Ls in national anc industry level
 
policy Ci6iccues a1zth tt,L jLL.Iic sector."
 

Employment anc Enterprise Research Corponent:
 

"...to develop capacity to oLtain better information
 
on S.Es ano to facilitate effective policy 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 COP ano private sEctcr will have more effective
 
systemrs to gather accurate ancrelevant information on
 
SbEs; and also the capacity to o6 better policy
 
analysis on the SkE sector;
 

There will be an ongoing effective policy dialogue
 
between the private ano public sectors regaroing
 
government policies ano programs affecting SMEs; and
 

The public ano private sectors will have a better
 
unoerstancing of the factois that affect grov.th and
 
procuctivity of SEs."
 

Microenterprise Development Component
 

"...to develop, primarily in Filipino private
 
voluntary organizations, increaseo capacity to assist
 
microenterprises locatec outsioe kEtro Manil through
 
ciecit programs, narketing assistance ano management


" :...
trairing.." 
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By the end of -theproject it is expected that:
 

"PVOs capable of assisting microenterprises with 
crecit, marketing and management training programs
 
will be active outside Metro Manila;. 

7raining programs will be developed to upgraae basic
 
management tkills for micrcenterprises;
 

Sustainaole creoit programs %ill be establish for.
 
microenterprises;
 

MIeans of provicing relevant marketing assistance for
 
ndcroenterprises will be oeveloped." 

These original project objectives should be a framework to
guioe the uesign of monitoring reports, internal ano external 
evaluations. Any changes in these objectives shoukc be explicitly
stated in planning cocuments.
 

b. Relationship of Evaluation to SPED Information System
 

1. Easic Components of Information System
 

ine three principal components of the SNED information system
shoulc be acministrative, monitoring an evaluation reports.
Adanistrative information shoulu provide management with an 
internal accounting of the use of financial ano human resources. 
Ihis wculo be ccnpriseo of raw cata on whc cio which activities 
when ano with what resouices. Monitoring reports should aggregate
this data on a regular basis so that project aecision-rakers can 
track progress against piecetermineo targets. Project evaluations -
internal anc external - shoulo provice project donors, meiagers and
inplemertirg agencies with information to assess the inpact of 
project activities compaieo to project objectives and long-.term 
goals.
 

lhe pioject's internal monitoring ano evaluation system will
 
Le cesigneo after project activities begin. lnformation contained
 
within this repcit, however, may serve as a framework for the

project's internal monitoring anc evaluation system. If certain 
infoiraticn requirec, for the mic-teir evaluation, for examplE, loan 
repayrret rates, is not ccllecteo as part of the project's internzl 
systen., thcn it .i1l rot L,e availaL.1e for C)Ltsice evaluators. The 

http:availaL.1e
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cost, quality and usefulness of future mid-term and final 
evaluations, therefore, is highly cependent upon the quality of 
the project's internal monitoring and evaluation activities. The 
project infoimation system shoulo be the primary source of 
evaluation data on project activities. Outside contractors should 
be involved in collecting information to assess the income, 
employment and qualitative ifrpact of project activities upon 
enterprises. Collecting such, iRact data woulo overly burcen 
impleenting agercies. 

2. Goerational Guicelines to Estatlish a kanitorinc anc 
Lvaluation System
 

The cesign ano irrplEentation of the outsice evaluations 
GescriLeL it,thi. Ieport shouL.L LL- PalL Gf a 1LaIL. prociss that 
establishes the project's entire monitoring and evaluation system.
The basic steps involveo in designing ano implementing the SMLD 
project's entire monitoring anc evaluation system are:
 

o pre-oesign plannino: to ceterrrine the M & E system's role,
 
timing ano funding requirements;
 

o neeos assessment: to review overall project design, 
cevelopment hypotheses ano assLpticns; to ioentify
 
information needs by oecision makers' level ano
 
function; and to mirimize reounoency in oata
 
generation anu analysis;
 

o resource allocation: to cetermine specific financial and
 
human resource neeos for each implementing agency
 
(PVCs, associations, etc.);
 

o p--liminary oesign ano testing: to train all involvec in
 
monitoring and evaluating the project at various
 
levels, pre-test ano mooify the system; 

o continual assessment, mooification ano training: to maintain 
the oynanisn, of the monitoring ano evaluation system, 
ensure that it responcs to changes in project oesign 
and is appropriate for oecision-making neeos. 

The evaluation activities suggested in this report should be
 
part of this process to ensure that they will complement an build
 
upon the project's ongoing monitoring and evaluation system.
 



Description of Suogested Components of Monitorlng and, 
Eva7luation.System
 

The basic components of the SMIED project's overall-monitoring
and evaluation system involve ongoing activities concucted 
exclusively by project participants ano special evaluation 
activities involving outside consultants. 

The project's internal monitoring and evalua-4 system is
 
uggesteo to comprise:
 

c .uaErterly reports;
 
o Semi-annual Reports; ano,
 
o Annual Reports and Review Sessions.
 

Special one-time activities that shoulo involve the
 
)articipation of outsioe experts incluce:
 

o Operational Planning Stucies;
 
c Baseline Impact Evaluation Studies;
 
o Mid-Term Evaluation and impact Assessment;
 
o Final Evaluation and Impact Assessment.
 

2. Internal Monitoring anc Evaluation Components 

Although monitoring and evaluation shoulc be a continuous
 
process whose cegree of formality fits the personalities of project

implementors, certain minimum information shoulo be provided in

written reports to the Management Implementation Secretariat, the
 
Executive Committee and AID. The frequency ano content of these
 
reports are suggestec to be:
 

o quarterly reports: tracking financial resources;
 
(acministrative information)
 

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

o 
annual reports: conTenting upon the achievement of project

objectives, majcr problems, changes in oroject design,
 
ano lessons learnec. These reports shoulc provioe an
 
action plan for'the next year's activities.
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These annual reports shoulo form a Lasis for discussio6 at
 
annual meetings helc between managers of all project corponents
 
including PVO and association representatives. These meetings
 
shoulo provide a mechanism for self-evaluation, help to plan future
 
activities ano provioe a Lasis for buoget requests.
 

it is suggestec that implementing agencies (Associations .ano 
PVUs) submit these reports to.project managers (MIDP, vilS) 60 uays
 
after the eno of the respective perioc. Project managers woulo have
 
3L oays to sumairize these reports fcr the Executive Luomnittee.
 

The entire monitoring and evaluation system system is expected
 
to be Lesigne, by ,Tznitoring anc evaluation experts within the
 
Kcnagement Implementatior Secretariat, project managers (tIDP,
 
GerLri Lontractor, B$,I), anc project implen.entcls (participatinq
-%Ls)' c .	 E.CL,i I- k~rc-	 r.. ) L.i' Tr.

will oetermine the content ano freuenc> of repcrts to the 
Executive Committee. Outsioe technical assistance may be required 
to help ciesign ancj implement this system. 

3. Special Evaluation Components
 

Gutside contractors shoula design ano implement special
 
evaluation conponents %ith the active participation of project
 
managers. A sumn'iary of these corponents, to be oescrited more fully
 
in this report, incluoces:
 

o operational 	planning stuoies: to help plan initial project
 
activities ano provioce Laseline information on
 
associations and PVOs
 

o baseline impact studies: to collect information from SMEs
 
and microenterprises to be used to oetermine the
 
impact of the project
 

o mia-term evaluation: to assess the extent to which project
 
objectives are being met; reconrneno changes to
 
meet those oLjectives; suggest funcing levels
 

.for the latter half of the project, assess the
 
income ano employment effect of the project to
 
date; recount lessons learneo;
 

o final evaluation: to assess the extent to which activities 
begun by the project are viable ano 
self-sustaininc; to assess the project's 
lcig-teia income anc employment impact, to 
reflect upon the prograrrm ano policy lessons 
learnec through the project.
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The contractors chosen to perform these studies should 
Oemcnstrate a proven capability to analyze aswe l-as-collect data. 
Philippine stuoy efforts have a reputation of concentrating upon 
oata collection rather than analysis. Part of. tlm protlem stems 
from a lack of adequate resources ano funos to analyze cata 
zigorously. Thus, each scope of %ork for these planning and
 
evaluation efforts shoulo incluce sufficient funds to allow for a
 
timely ano comprehensive oata analysis. Previous reports that have
 
been written b y inciviouals proposeo to oesign and analyze baseline 
ano miu-ter, impact data, for example, shoulo be reviewec as part 
of the firm selection process.
 

A total of $40G,OO has been allocated for all evaluation
 
efforts. These funos shoulo be useo to cover the costs of the
 
operational planning stuoies, the mio-term evaluation ano final
 
e vaiaticn. it ib su.estec that the in,,act evaluation c6tL 
colle'ction process be funoeo separately ano supervisec by the
 
Reseazch component since it will be a long-range evaluation effort.
 



11. Operational Planning ario Bas eline Studies 

A. Objectives and Timing of Studies 

Two types of studies shoula be conoucted at the beginning of 
project operations: operational planning (OP) studies that provide 
information primarily to help design project activities and
 
baseline stucies that collect information by which to gauge the 
project's impact. The former shoulk focus upon the capability of 
project implenenting agencies (associations ana PVO,) while the 
latter would collect more comprehensive cata on microenterprises
 
an StEs. 

1thc'SL studies navE Lee.n civiuco into tvo types tEcausc 
planning information is neeceO quickly hhile 6athering ant 
analyzing income and employment data is an extremely time-consuming 
effort. Project activities have been delayed enough in the past;
 
the project should not wait until impact cata results are known. If 
impact information is collected curing quick, "one-shot" 
interviews, then it probably will not be accurate enough to be used
 
for comparison purposes. Gathering accurate ano useful impact data
 
requires a more sophisticated approach.
 

In a@iticn, it woulo be premature to conouct in-cepth 
examinations of microenterprises ano S Es before the specific
 
associations anG PVUs to receive S.iED assistance have been
 
selected. Such cata collection efforts should only begin after a
 
clear plan of action for project activities ano a strategy for 
assisting these organizations have been formulated. If the
 
interviewed enterprises have no further contact with the project,
 
then the money spent to collect this information will have been
 
wasted. Thus, baseline cata studies shoulo not begin until project
 
activities for the first 1.5 years of project implementation have
 
been plannec.
 

Operational planning studies should be conducted by each of 
the three project components, Institutional Development, Research, 
ano, Microenterprise Development during the first weeks of project 
start-up. These studies shoulo help to focus project activities 
and determine priorities curing the first 1.5 years of operations, 
(through December 1965). To be useful, these studies shoulo be 
designed with the active participation of the Executive Director of 
the Management Implementation Secretariat, managers of the three 
project components and implementing agencies. AID ano Philippine 
gLVernment policy makers shColc cversee these efforts. 



OP stucy results can be useo to establish baseline information
 
on pre-SMED asscciation strength and services, state of the
 
literature on SNEs ano PVC willingness and capability to implement

loan programs. Since the results of these studies will be used to
 
plan near-term activities, a high priority must be placed on
 
getting the, startec as soon as the Management Implementation

5ecretaiiat becins operations. This means that Quick contracting

mechanisms, such as the lnoefinite Quantity Contract, might be 
useo so that capaLle expertise can be ioentified, contracteo and
 
begin work within a few weeks. To be most useful for project

planning, the results from these stucies shoult be available within
 
t%, rnrnths after the fielc work begins.
 

LaselinE stucies for future irrpact evaluations shoulc be 
concuctec unuer the auspices of the Research Component for the 
instituticnal Lcvelcpment anc kicroenterprise Developnent
c(urp-Ur.tr, This %..illILj. LFr-L tr ,t,StuLies t 1:etire
6no resources to Le plarineo anc concucteo properly. These oata 
gatherin6 efforts snoulc Le closely cooioinatea with that of the 
"ciagnostic" teams ario S2ED-assistec PVOs. Otherise, the same 
enterprises ill be subjectec to si7..ilar, often gruelirg,
interviews leacirng them to question the efficiency of the SMED 
project process.
 

A suniaiy of the proposeo tinsing for these stuoies is shown in 
Figure 1. 

FIGURE I 
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B InstitutionalDevelopmnt OperainE2 " Plat~in Studies 

1.' 	 Introduction 

Two studies are needed to help plan project activities for 
this component. They are: 

c 	 a review of S E development activities currently
 
undertaken by public and private agencies in the
 
Philippines, and
 

o 	 an examination of the strength of existing SME
 
associations in the project area.
 

2. 	Review of Other SME Development Activities
 

Since the information in the p-oject paper %as collected in 
early 1583, public and private agencies have initiated new SME 
cevelopment projects, learned some lessons about existing projects 
and, perhaps, even changed their strategy on what types of SMEs to 
promote. Before treading in these well-traveled aters, the 
project manager shoulo have a clear ioea of what other SME 
assistance efforts are doing. This infcrmaticn can help ensure that 
project managers oesion SPED activities so that they complenent 
rather than cuplicate existing efforts. This study should help to 
justify specific project activities basec upon existing neecs that 
are not being met ano, thereby, avoid confusion and consternation 
among implementing agencies ano beneficiaries. 

The 	study should include a review of: 

o 	 all major SME development programs funded by
 
international donors and the Government of the
 
Philippines;
 

o 	 other SHE development activities undertaken by 
agencies operating in the Philippines; ano 

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

Specific focus should be placed upon programs that assist:
 

o 	 the three priority subsectors ioentifieo in the 
project paper 

o 	 the five regions incluced within the SMED project 



o SE business associations. 

This might incluce loan programs, technical assistance 
agencies, technology transfer projects, ano equity investment 
schemes. Information should be gathered through a review of 
relevant project oocuments and interviews with staff members of 
agencies implementing these programs. 

The study coulo involve a two person team comprised of a
 
Filopino ano an AMerican consultant for one calencar month. The 
Filopino team member shoulo be familiar ith Philippine SML 
assistance agencies in the private anc public sectors and S E 
oevelopment strategies in general. The ATerican team member should 
have experience working on S:E cevelopment projects and, 
preferably, have %ork experience in the Philippines. The American 
consultant should collect infoimation from I0 heaCcuarters cn 
relevant centzaliy-funeo pro.jects riot to a~rivai ir,trE 
Philippines. ata gathering in the Philippines shoulo not require
 
more than three weeks, with the final -eek reserveo for report
 
writing and oebriefings.
 

3. Examination of Existing Associations
 

ihe SaED project has Leen cesigneC to 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 and local associations is required prior to 
formulating a specific assistance strategy. 

A stucy, therefore, shoulo be conouctec to assess tI,2 strength
 
of associations that are potential assistance recipients ano
 
intermediaries under the SM.ED project. First, a comprehensive list
 
of all active associations that represent enterprises in the three
 
priority subsectors (furniture, garments and housewares and gifts)

in the five regions shoulo be compileu Ly talking to national
 
association leaoers ano other knowleogatle sources. The study
 
team shoulo choose at least twu associations within each subsector
 
in each region (assuming that manyexist), ci 30 associations total
 
from the list of all associations. These shoulo be the most active
 
associations on the list anO represent enterprises that produce
 
primarily for the oomestic as well as export markets. Their
 
national organization shoulo also be interviewee to determine the
 
seivices providec to these regional ano local chapters.
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Some regions may have particularly high potential for S Es not 
within the three chosen subsectors. For exanple, food processing 
represented 53 and 41 percent of total manufacturing value added of 
5M.s in regions VI ano V respectively, while non-metallic mineral
 
prooucts representeo 50 percent of value aooed in region I. (see 
Annex . page 7, SMED Project.Paper Annexes) The study team shoLLd 
incluce information on a few of the strongest associations that 
represent such oorinant industries as part of the stuoy. This 
information woulo provioe a source of con-parative information on
 
regional associations, might unearth some innovative ideas on
 
services tht might be provided to members and help to plan longer
 
range project activities. In addition, the survey team should
 
intcrviev. local ano regional Chamber of Coraerce branches ano
 
analyze how they might complement the efforts of industry-specific
 
associations.
 

Information on samplec associations should be collected 
through interviews with association members - including those not 
servinc on the BoarC of Directors - as well as SWEs that are riot 
members cf the association. Including those not within a leacership 
position of the association as well as those that have chosen not 
to join shoulo provice a more balancec 
perspective of the association's strengths and weaknesses. The 
team should try to interview at least two metmLers of the 
association (the association President anc one other member 
that has not teen selectec by association officers) ano two 
ncn-memters. Non-merrters may be selecteo from lists pieparec by 
the Directory of Business Establishments or the Bureau of 
bomestic Trace. Non-members should include enterpreneurs that 
have never received assistance from any goverrnent agency. 

loeally, the study team should interview about:
 

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

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

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

10 	 non-rembers that belong to these other industries,
 
(2 non-members X 5 associations) 

10 members of local Chambers of Cormierce (2 members X 
5 Chambers) 

1, ex- or non-rembers of local Chambers of Corrimerce (2 
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non-members 	X 5 Chambers) 
8 members of the national furniture, garment and 

handicrafts associations and the*PCCI (2 members; 
4 associations)

8 non-mebers of these national associations (2 
nembers X 4 associations)
 

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

101AL: 182. 

( * Assume that 3 aoditional industrial sectors are identified
 
within the five regions)
 

Acccring to this plan, the team would interview about 32
 
entrepreneurs in each region. however, it is unlikely that each
 
region %ill have two active associations for each of the three
 
targettec inoustries. Some regions may have only one relatively

weak association, thereby, lowering the number of resoondents
 
accoroingly. After a sample frame of associations has been
 
compiled, the survey team may decide that it more appropriate
 
to interview more enterprises belonging to fewer associations
 
or vice versa.
 

It is recommenoeo that a four person team be contracted
 
to gather the information needed on these associations. A large
 
team is necessary to collect ano analyze data and write-up
 
stucy results within the prescribed two month time limit. One
 
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
 
memLers should be SNE development experts ano at least one team
 
member shoulo also be extremely familiar with Philippine
 
business associations. A proposed scheoule might be as follows:
 

Week One: 	 Discussions with project managers,
 
sampling frame curipileo, sample section
 
completed, questionnaire design,
 
questionnaire pre-test conducted;
 
logistics arranged;
 

Week Two 	 Two team members interview national
 
organization members ano non-members
 

Two team members interview local
 
associaticn rembers ano non-members in 
Region "A" 
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Week T)hee Tio team members interview local 
.. association members and non-merribers in 

Region '" 

Two team members interview local
 
association members and non-members in
 

Region "C"
 

Two team members interview local
Week Four 
 inassociation members and non-members 
Region "D" 

Two team members interview local
 
non-members inassociation memLers anc 

Region "E" 

Week Five- Uata analysis, D-a-liminary LeLiiefinc, 
Seven preparation ano review of craft report; 

,eek Eight Completion of final report
 

Qualitatitive anc quantitative information should be
 

collecteo from members ano non-members to assess the the 
extent
 

the interests of sutjsector $iEsto which associations represent 
Two open-endedtheir capability to provice services.and 

useo to gather information fromquestionnaires shoulo be 
national associations.members and non-memters about local ano 

shoulo incluoce questionsThe questionnaire oesigneo for members 
on:
 

o year of the association's establishment
 

o growth of membership over time
 

o operating budget
 
o amount of cues
 
o number of paio ana volunteer staff members,
 

functions an' training (in full-time job
 

equivalents)
 
o number of members attenoing the Annual meeting
 

o number of members ano non-members that attend
 

special seminars or luncheons organizeo by the 
association
 

o the cost of past special activities and how these 

costs 6ere covereo;
 
o the usefulness of past association technical
 

assistance activities (seminars, guest speakers,
 
etc. )
 



o 	 the services that the local organization has. . '. 
receiveo froo, the national organization; 

o 	 the extent to which they think the association*is 
an appropriate mechanism to alleviate their'-. 
business problems
 

o why other S'£s in their industry have not joined
 
the association
 

o future activities they woulo like the association
 
to unoertake;
 

o whether association members would be willing and
 
able to pay for such futuie activities;
 

tNor,-mebeis shoulc be questionec about why they have 
choseh not to join the association anc whether they use other
 
sources tc receive the sanme 
services. As much infcrration as
 
possiLit SILUlk LL cullctic. aLcut alternative souices of
 
technical assistance.
 

Since the association menbers are so-all and medium scale 
enterprise owners, the interviewers should also seize the 
opportunity to question them about their businesses. After 
gathering some general information on the nature of the 
enterprise's business, the interviewers should try to determine 
through a variety of cirect ano indirect questions what the 
entrepreneurs' objectives are: 

o 	 If they are cuirently procucing for the comestic 
market, co they want to export their prooucts? 

o Do they wish to expand their current businesses
 
or oo they plan to diversify into other
 
suLsectors?
 

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

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

o Woulo they want to share conmwon facilities with
 
other firms (use common technology, etc.?)
 

o 	Vihat would be the potential aovantages and 
disaovantages of these approaches? 

The interview tearr. shoulo also ask entrepreneurs what
 
they perceive tc Le the greatest proulefs affecting their
 
business. Lpen-enoeo questicns shoulc be asked to determine 
%hat entiepieneurs believe are theii greatest problems. 
Examples of tcpics to cover incluce: 
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o 	current ano potential market for the procuct
 
o 	market stability in economic cycles 
o 	sales ano distribution effort (system and cost) 
o 	strength and dominance of competition 
o 	vulnerability of raw material inputs (supply and 
price) 

o 	quality of raw material inputs
 
o 	laLor (skills, cost, turnover)
 
o production prccesses (efficiency,
 

appropriateness, scale)
 
o 	procuct quality (for domestic and export narkets)
 
o competitors' attempts to copy product oesign
 

anc/or lure away skillec %orkers
 
o 	infrastructure (electricity, transport, water,
 

communications) 
c, 	 ,.cikin capital 
o 	investment capital (long-term loans ano/or equity 
participation)
 

u legislation ano controls
 

Towaios the eno of the interview, the interviewers should 
try to get some general ioea of the enterprise's scale through 
oirect observation of assets ano general questions regarcing: 

o average nontly sales curing the most active 
mionths (riurLcr of active months) 

o 	 averace monthly sales curing slow months (nuner 
of slow nonths) 

o estimateo assets, cebt, net worth
 
o 	estimateo riua.L.er of wage-earning workers; 

nor-paiG family members
 

The interviewer shoulc riot attempt to get exact answers 
to these questions, but merely get soe ioea of the scale of 
the enterprise. As rrentioneo pieviously, this information is 
not to be used as baseline cata for future SME impact
evaluations. Some general parameters for the baseline stuoy on 
SMEs aie proviceo on pages 

C. Research Component Lperational Planning Stuoy
 

1. irtrccuction
 

it is reccmercec that this cnponent func a stucy 
tc help oeveiop an action plan for tne first 1.5 years of 
research activities. The basic parameters for this stuoy have 

alieauy bEen LFscriceo in the Prcject Paper. 

http:riua.L.er
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2. Operational Planning Stucy for Research
 
Component
 

'The Project Paper states that one of this component's
 
first 	activities will be to catalogue existing stuoies ano
 
research on enterprise oevelopment and employment issues.
 
Researchers are supposeo to prepare a brief synopsis of each
 
catalogueo item - type of analysis, programs/areas analyzed, 
conclusions anu recoaenations - to provice greata.r guioance 
for pclicy analysts. lhe wealth of material available on this 
subject suggests that this effort coulu easily invclve six 
calencar months or more. Project managers, however, now neec a 
Lettei sense ct what stuoies are most urgently requirec to plan 
the first 1.5 years cf project activities.
 

it is 	suggestec, therefore, to conriission a short stucy 
one person month - to briefly review the literature and
 
cunouct Liscussions with project managers ano key implerienting
 
acencies to learn which research topics are of highest
 
priority. This report woulo then be used to rank stucy
 
projects in croer of their neeo ano feasibility so that
 
researcii ma. begin before the entire cataloging process has
 
been concluuec. This list of study projects, of course, would
 
Le complemented by others suggesteo by project participants
 
throughout project implementation.
 

U. .icroenterpiiseUevelopient Operational Planning
 
Stuoies
 

1. Introcuction
 

lwo baseline stucies are suggestec to plan project
 
activities for this component:
 

o 	 a general overview of PV~s active in the five
 
project regions who axe currently involveo
 
in income-generating activities or woulo be
 
interestec in starting such activities, an6,
 

o 	 a oetailec examination of all PVOs with loan
 
prograns operating in the five regions (or
 
planring to expanc intc those regicns).
 



L. Lb L.eI\4 ic-., StLc 

This stuc.y has already been concuctec by the Micro
Inuustries Development Program; the iepcrt's finoings inoicate 
that a sustantial number of PVCs are interested in the
 
program. Further research, however, is needed on the specific

experience that PVGs administering such loan programs have hac,
 
ano the lessons they have learned. This information %oulo help

to cesigr. the PVO cevelcpment component and provice backgrcund
information for selecting the PVOs to receive loan funds curing
the first 1.5 years of project implmertation.
 

3. Stuoy of PVOs witr,Lencing Programs
 

This stuUY Would Luild upon the PVO overview. study and 
any others that exist on lencing programs of PVCs operating in 
the Philippines. The study team, therefore, %oulc tEgin by
examining previCLb pertinent Stuoies. The next step should be 
tc make a list cf all PVCs with lending programs based upon
informaticn gatherec from these stucies, conversaticns with 
those knowleccaLle about these prcgrams, ano putlicity efforts 
concucteu cy trne MIDP. Altnough the microenterpzise baseline 
study irnclues mst PVOs with such programs, it coes not 
incluce all of them. A clear an consistent cefinition for the 
tern "PPO" shoulc be used when ceciding which loan programs to
 
incluce cn the list.
 

The klP baseline stuoy locateo about 5b PVOs with 
lencin programs. ALuut half of these agencies chargec interest
 
c.n thcir ibars. ,L stuc> teim shculc Le aLle to icentify a fce 
mure agencies that have lenoing programs in the 5 project
regions or plan to expand into such regions. After this list
of PV(Os has been mace, the team ;hCuLo try to separate those 
PVOs with active lencing programs from those that only have a
few loans outstancing. The fczn-er group snoulo be civiceo into 
active PVG loan programs that charge interest on loans from
 
those that are interest-free.
 

The team shoula try to interview all PVOs that have
active lending programs that charge interest ano some that are 
interest-free but would be willing to charge interest. A total 
of 40-50 PVOs shoulo be interviewec since the project is
 
supposec to disburse loans to 30 PVOs curing its first two
 
years. This study should provice information on which PVOs are 
most capable of managing loan funes without undergoing a 
training program so that they may be the first to receive such 
funds. Other PVOs may require extensive technical assistance
 
prior to receiving a loan from the SED project.
 



This study shoula involve an in-oepth examination of 
sampled PVOs objectives, aoministrative capability and 
financial systems ano performance. The program's objectives
shoulo be examineo to ceternfine whether they are consistent 
with SNDU project aims ano whether the agency is even 
interested in participating in the project; knowledge about its 
acrninistrative capability is necessary to cetermine if it is 
ready to receive adoitional loan funds or whether aditional 
training is requirec; information on its financial systems and 
performance shoulc provioe a gooc ioea of the probability that
it will Le able to repay loan funds from the ivLD project ano 
the extent to which its current loan program is viable. 
Lxamples of tht topics that aight be explored by the stuoy team
 
include:
 

Objectives:
 

o Does the PVC want to estatlish a self-sustaining loan
 
funo?
 

o Does it want to expand operations?
 
o What is the PVG's target group? (sector, scale, and
 

location)
 
o Would the PVO be willing to accept a loan at 6 percent


interest for relenoing purposes.
 
c t,.oulo the PVO accept outsioe technical assistance?
 

Administrative Operations:
 

o what is the crganizational structure of the PVC ano the 
lencing program? 

o What are PVC's internal crecit proceoures? (loan

application, approval 
 ano disbursement procedures)
 

o Does the PVG provide group or incividual loans?
 
o Does the PVC make follow-up visits to clients? if so,


wnat is the frequency ano purpose of such visits?
 
o Does it provice technical assistance to subnorrowers?
 
o Does a system exist to ensure the regular monitoring,


planning, internal 
 evaluation and review of
 
activities?
 

o What is the PVO's system of internal inspection and
 
controls?
 

o How many staff members work on the loan program? (try
 
to convert into person years) Vhat is their work
 
experience/ecucaticnal Lackgrounc?
 



Financial Performance
 

o What are the PVO's financial policies? Upon what
 
criteria are loans mace?
 

(collateral, character, project viatility)
 
o What is the PVO's policy towaros delinquent clients?
 
o What is its loan write-off policy?
 
o What are the terms and conditions of loans to 

micrcenterpreneurs? How were 
these rates chosen? Ihat is its ccllection policy on
 

principal ano interesti
 
o Vhat is the PVOs loan collection performance? (age 

oelinquent loans) how coes it oefine its loan
 
repayment rate?
 

o V.hat is trc ccmposition of the pcrtfclio? (loan size 
ian6L aV-c Li 6t, lu~r, puipose tctd. ru.L.ei arc 
volume of loans, number of repeat loans, 

geographic location, type of enterprise, scale)
 
o V.hat are the costs &no revenues oerivec from the loan
 

program anc its financial viability? (examination of the PVG's
 
financial statements)
 

Since the team members should examine the financial
 
systens ano statements preparec Ly the PVCs, ano in some cases
 
reconstruct ftagmenteo financial cata anc recalculate repayment
 
rates so that they are somewhat consistent anc valic, it is
 
necessary that financial analysts be invclvec in the study. A
 
four person tean, is zecorrnenoec to concuct the fielo work ano 
analysis: two consultants who are financial analysts fariliar
 
with loan programs in oeveloping countries ano two MJLP staff
 
members that participated in the initial baseline study and are
 
familiar with PVC programs. A secretarial assistant shoulo
 
assist the team with logistical arrangements and typing the 
final craft. PVGs shoulo be intervieweo by swb-teams composed 
of one consultant and an M.IDP staff mewber. A tentative 
scheoule might be as follows: 

Veek One: Discussions 6ith project managers; review of
 
previous stuoies on PVC programs; estaLlishment of sampling
 
frame aric sarple selection; questionnaire design; logistics;
 
interk'.ew with two PVOs located in Manila;
 

Week Two- Subteams interview at least 4G PVOs with loan
 
Five programs, primarily locateo in five project regions;
 

Week Six- Analysis of results; preparation of craft report;
 
Light revie, of craft cy project nanagers; o6Liiefing;
 

preparation cf final report;
 

http:interk'.ew


The final report shoulo specify, which -ten PVOs arethe-.best candidates for receiving the first loans -disbursed: ia.derthe program, and what technical assistance should conplement.these funos. 
The first PVOs may represent different strategies
for provioing loan funos to clients; a mio-term evaluationcoulo then examine wtiich strategies seem to work best and why. 
This report also shoudi include terms of reference foranother action-oxiented planning study to examine the potentialof Lifferent nechanisms by which to assist PVOs. An examplewould be analyzing the potential of using regional PVO
assuciations/service centers and/or rural banks to help PVOs
administer loan funos.
 

The ?.IDF is planning to hol conferences in thife recionstU PUiiLciZE tt.L S.Lb project aric Legir, the PVC selectionprocess. These conferences are planned to occur in June -
July
i964. 
 it woulo be fost efficient if the data gathering effort
proposeo for this operational planning study could becoordinated with these conferences. Or, if it seems impossibleto hire consultants within this short time frame, then the MIDPmay collect some data from proposed PVO canoicates during theseconferences which is then followed by a more conprehensiveStLCy suggesteo in this section. In this way, the momentum
provioec Ly these conferences would not be hindered.
 

E. Impact Evaluation Baseline Studies
 

1. Introcuction
 

The research component should be in charge of esigning ascope of work ano supervising the collection of impact baseline
cata from ricroenterprises and SaEs. This effort, as previously
stateo, shoulo be coordinated closely with project activities
to avcid duplication ano ensure that this information may be
useful to project managers.
 

In theory, the impact evaluation data on microenterprises
ano SP'Ls in the five regions coulo be collecteo by the same
group of interviewers at the same time. This might be the morstcost-effective methoo since both surveys shoulo occur in the
same regions. however, it is likely that the Institutional
Development ano Nicroenterprise components v.ill not gear up at
the same rate aric project activities may occur in different

geographical locations.
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To ensure maximum flexibility and efficiency,

contract should be issued 

one
 
to the same firm to conduct impactevaluation baseline ano follow-up mid-term surveys on SMEs and
microenterprises. This firm (or cooperating firms) must
Oefrcnstrate that it has the necessary capacity to conduct such


studies over several years and respond quickly to survey needs
ano opportunities. AID ano Management Inlementation
Secretariat staff should act as catalysts to ensure that the

firn. conoucting the 
baseline and follow-up impact stuoiesinvolves project managers anc implementors throughout the study
 
process.
 

Associations ano P Cs that will participate in the
 program %ili not Legin activities at the same time. They will
te inccrporatec into the program over time. Thus, 
 the baseline
 
bUzVEy tEan. rSLt C&Lcir,atL its ieearch ef fOrtb Vith thistiming. baseline cata collection should occur throughout the
first l. years of project implementation; once an association
 
or PVO receives funcs or other assistance from SMED, then a
baseline stucy shoulc Le planneo to interview its clients.
 

Baseline cata cn &,:Es and microenterpiises should only be
collected aftei those expectec to receive assistance have been
identifiec. Since PVCs will not know specifically to whom they
will Le lencing, for example, this means that the baselinestudy must Wait until the first loans have tEen cisbursec. The

study tean 
must responc quickly to these opportunities. If too
much timie elapses between the provision of resources ano the
 survey, thern accurate taseline uata will not Le gatherec; the
data will alreacy incorporate the effect of these resources.
 

2. Institutional Developmentbaseline Study
 

The focus of the institutional oevelopment baseline studyshould Le or enteiprises that are supposed to receive
assistance through the SMED project. Cnce specific associations
have teen chcsen ano their role in the project is known, then

the specificb of the survey cesign can Le 
eeterminec.

Interviews with S.,Es affecteo by an association should only

occur when technical assibtance efforts to 
the association

Uegin. Since associations will be incorporatea into the projectover tine, tais means that taseline uata v.ill also have to becollectec oV: ti. Thus, one institutlcn faniliar with SI..E 
survey oesir., oUta cCllecticn arc skill~c in cata analysis
shoulc te ccntiacted to collect Laselir, c6a at appropriate

times.
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The sampling frame shoulo be ccrpiled from lists ofassociation nemters, conversations with mIenters on whatnon-nrmLers frequently atteno association functions, theDirectory of Business Establishments, the SBAC and the Bureauof Dcestic Trace. Sanple selection shoulo be based upon thoseS Es th-at are expected to benefit directly from the project
(association feucers ano those interested in joining) and amatchec grcp o 
those not expecteo to participate in any way
locateo in the same region.
 

in theory, the survey shculo incluce a contrcl grcup cfenterprises that are similar to assisteo enterprises in everyv.ay except that they will not participate in the project.
however, in practice, it may Ce difficult to identify th-ese 
enterprises since:
 

U Lt: pIoject CLe" rCt Ii'vC- an restricticns cr.
enterprises that shoulo not receive assistance 

o it is extremely difficult to find a reliable 
"sratch" group of non-participant enterprises since 
there aie usually either key differences between
those who chcose tc participate versus those thatO0 not or not encuch cofparable V£s in rural
coiI.nities to match Lp, ano
 

o even if a'Lscould te matchec, the cata collectors 
often v.ill not be grantee access to

rion-participants' financial cata or personnel. 

The sanple size shoulo be a function of the heteroenity
of ertarprises ex Ectec to participate in the project,extrapclaticns to the general enterprise industries are 
if
tomace. A statistician shculo be involvec in the survey cesign 

be 
toensure that results can Le generalizeo with an acequate cegree


of conficence.
 

The ifpact evaluatior, baseline stucy shculd provice a
basis to test specific oevelopment hypotheses rather than acopt
a "shotgunl approach of interviewing everything in sight about
anything that seems to Le an interesting research topic.Choosing what cata to collect should te a function of what
project implementcrs expect to happen to enterprises. For
exafple, if associations plan to offer a seminar on 
 product
quality maintenance as their only activity ano co 
not expect
this to chanLe employment patterns, then it would not makesense to Lather a lot of information to cetermine whether newJoLs have been cieatec. 
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Since the SMJEOD project's long-rance objective, however,is to generate increased employment ano income outside Metro
Manila, then the baseline stucy shoulo collect information on
 
these topics when project activities are expecteo to affect
these variables. This incLoes gathering cata to determine what
the incirect as well as airect enployment ano income impact of
the project has been. To try to estinate the potential

multiplier effect of assistance to SMEs, it is necessary to
 
unoerstano their linkages to input suppliers ano marketing
 
agents.
 

Entrepreneurs are usually sensitive aLout civulging

informaticn on their income ana employment, especially if the
oata is to te usec for a gcveznent-spcnsorec project. It is 
suggestec that this information be collectec cLring a few
interviews. After the first interview, cata analysts shculc
CrInCK tl c .bt6_ iF,th. Lat, SL-t op'ar.C raise nev,
issues to be clarified in a second interview. Also, the data
collectors may ask to see the entrepreneur's financial
 
statements curing the first visit; if they are not readily
available, then they can be reviewed during subsequent visits
 
and matcheo with recall infcrmation proviced by the cwner or
 
manager.
 

During the seconc interview, infcrr.aticn car, be rechecked 
ano acoitional oata collectec on other subjects. In many cases,

even a thirG inteiview may be necessaiy to complete this

iterative process. Since collecting this infcrmaticn is

time-consuming, having multiple visits also helps tc keep each
interview uncer one hour in length  the maxin,,Ai time that most 
entrepreneurs can bear to speno.
 

Cne project participant remarkec that "any financial
 
statement that an entrepreneur is willing to shcw you, isn't
 
worth locking at". Financial statements may contain
 
inaccuracies designeo to limit tax liatility or 
 avoic minimum
 wage restrictions. Some of these irregularities may be avoicec
 
by focusing on the least threatening parts of the statement
 
(cost of raw materials, for example) ano reLuilcing the
 
statement from that base. But in any case, if cistortion
exists, what is key is that the same level of cistortion exist
when resurveys are conducted to determine the project's impact.Interviewers ill be interested in examining the change in
these variables, rather than their absolute amounts.
 

The specific quantitative cata that shculc 'e gatherec

incluces informaticn that sters from the enterprise's financial
 
statements. This incluces:
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o 	annual sales
 
o 	cost of raw materials
 
o gross profits
 
o operating profits
 
o 	interest payfents
 
o 	salaries, wages and benefits paid to employees
 
o 	pre-tax profits
 
o 	taxes
 
o 	composition of assets
 
o 	ccmipcsition of liabilities
 
o 	net worth
 

Infornation on erployment shoulo oivice employees by
whether they are family, non-paio labor, full-time paicemployees, acprertices, seasonal cccasional.or 	 Seascnai andLLCL1cni.a laLcueis bthulc, Lc ccnveitec into tuli-tr.,o jcuequivalents. Also, data gatherers may incluce information onwhether these are male or female ano civide the staff into
acministrative staff 
ano manual workers.
 

lnforn-aticn shoula be gathereo so that worker
proCuctivity can Le assessed as well as changes in the numberof joLs. Comncn procuctivity ratios include output or sales per
worker. 

Interviews with SaE managers can elicit more qualitative
information such on the nature of the inoustry and linkageswith other enterprises. Cualitative information may be gathered

on: 

o 	 procuct quality
o 	.arkEt share, market composition, ano the strength ano
 
cominance of competition


o nature cf marketing contacts (family contacts, foreign

buyers, etc.) and how they were established;
 

o 	fluctuations ano trends in demand for prcouct

o 	research ano procuct design efforts
 
o 	regularity ano quality of input supplies;
 
o 	statility of input costs
 
o 	labor availaLility and quality
 
o 	labor unoeremployement
 
o 	adequacy of current technology.
 

The interviewer should also ccment upon the SNIESmanacemnt ano accounting practies to serve as a tasis forconparin, trL effect of management assistance. Some inoices ofthe managtaer~t capatility woulc ircloe: 
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o planning - financial, purchasing, prcouction and
 
marketing projections (how far into the
 
future do they plan?)
 

o communications  within the business, among businesses
 
with outsioe resource sources (e.g.

associations)
 

o organization  degree of formality of business 
operations (e.g. written policy anc 
prcceoures, job cescriptions, etc. ) 

The institution in charge of cesigning anc implementing
 

the cata cathering process shculc bear in minc that the
L~sblIf,; stuc> shluic v£e aS a Lasis to evaiuate net Lharl ws
in enterprise performance. Information shoulo be collected thatlinks net changes in employment, income, procuction ano
 management practices to SMED activities.
 

3. icroencerprise Development Impact baseline Stuo, 

Microenterprises will ciffer from SN~s in that: 

o they usually will have no written financial recoros,
an'o 

o they have a variety of economic activities with profits

ano assets fieely flowing between activities.
 

Since microenterprises have no written recorcs, such
information must be gatherec by relying upon the ability anowillincness of the entrepreneur to recall accurate financialinformation. This atility is a function of %hether the figure

fluctuated a great ceal curing the period in question, the
amGurt of time that has elapse 
 since the event occurec, anc
the frequency with which it occurea. In general, financial cata
from microenterprises shoulo te usea to oescriLe basic trenos
 
rather than absolute changes.
 

Rural microenterprises often form part of numerous

household activities, inclucing agricultural prccuction.

AlthouCh assistance may hate been given to only one of these
activitiefs, its effect can only te interpretec ccrrectly by
examinin, all inteltineu househol activities. Profits
 
generatec Ly the micioenterprise, fcr example, may te 
usec to
puichase agriculturai inputs; the enterprise may not grow while
 
other aspects of the family's businesses cc. The emplcyment

effect of a PVL loan similarly may Le cispeiseo among various
 



- 27 

household activities.
 

PVGs prcvidinc assistance to microenterprises cannot be
expectec to gather oata on the entire prccuction unit of which
the micrcenterprise is part. This should be the job of the
baseline stuoy team. 
Lonmprehensive stuUies shoulc Le corcuctec
on a selectec sample of ricroenterprises that examines theirobjectives, constraints, income, ano employment using thehousehold rather than the assistec nicroenterprise activity as
the eccncmic unit of analysis. Techniques LSing in FalmingResearch Stucies to analyze farmer hctsetclcs may be acaptec

for this purpose.
 

in acciticn to gathering quantitative cata on themicroenterprise, the gaseline stucy tE&.n. ShCUCi CCLiacorateith PC staff tc 'ather cata on Frcxie . tL -c c.sEc jL: cceU.-L eft tL;LL L~IrL L t-U lr-L 1-ufr i.. LLy ULt.1rALoata it woulc like PVCs to gather. This inclucEs:
 
o number of aocitional householo appliances purchaseG as
 
a result of increasec. earnings ct 
the Lusincss;
 

o hcme imrpzoverr.ents 

c numtem cf chiloren sent to school
 

c increase ir. fuoc. intake or caloziEs
 

o mecical expenses.
 

it will not Le cost-effective for FVCs to collect thisinformftion run each client. biscussios sFcuLic Le helc. Letweenthe Qr-P, PVCs arc the irstitution chargec with collectircbaseline oata tu cetermine whether it woulo be nmore efficientto have expert cata gatherers collect this irfcrrraticn as partof the baseline impact study. Accitional inccme arc enploynentproxies v ill surely Le icentifiec by PVC staff tc beincorporatec into this stucy. 
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III MID-TER, EVALUATION 

A. Objectives
 

l. General CLject
 

The aic-project evaluation shoulc builo upon information
 
collectec anL analyzeo throughout the first three years of

project iMplen;entation. AlC/Vashington must Le involvec in the

oesign of the evaluation anc participate in the review of

fincints. AlL/-arila, prcject managers ant outsice consultants
 
shQuIL cesigri ariG concuct the evaluation jointly to maximize
its potential coristructive effect.
 

k-L'b "iLiit.Li.r IS Ci.LtiLZi tO eflLc that tl,e SCOpe
of work is aesignec so that the evaluation will provice

infoiaaticn necessary to oeterine whether ana how to continue

project operations. Prcject managers' involvement is critical
 
to ensure that the evaluation will meet ftanacers' neecs,
 
accress their concerns anc prorrote the incorporation of

fincir,g: in future project plans. It shoulo pioviae an
opporturity for prcject managers to paLse anc reflect upon whattr.e IavE. LLer ,jn ar.o serve as a general planning tool for
the secor;c half cf project activities. CutsiCe consultants neeoto Le irvoivec to PIOViL an incepenutnt perspective cn project
activities ano acccuplisha-ents. 

The nio-terr evaluation shoulc exanine whether project
cesign changes are necessary ano offer guicance for achievingproject oLjectives. The evaluation team should examine the
original hpctheses uncerlying the three project components anC
connent upon the extent to which they have been proven orcisproven. A section shoulc be cevotec to the lessons learnec
curing the first three years of project implementation. Inacoition, the evaluation shoulo exanine the celivery of project
inputs, the realizaticn of project cutputs ano the achievement
of objectives as statec in the project's logical framework andannual plans. lf trie project seems to be a oisaster, then
results cf the mic-tem evaluation shoulo te usec to assess

whether there shoulo Le a secono half of the project. 

2. General Framework for t-ic-Ter: Evaluation 

The general framework for evaluating the three comonents
 
of 
the St.:LL .pr:ect shcuic Le to examine tne performance araifpact cf the different project inplementinc agencies anc 
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beneficiaries involveo in the project. To un'erstand whycertain actions were taken and what changes occured, it isnecessary to understand the entire process behina that change.Thus, the mid-term evaluation should examine the performanceano interaction of the following actors in the SED project: 

o USAIL/Kanila
o Executive Committee, Management Implementation
Secretariat anc other Project Managers


o Project Implementing Agencies (PVOs,

associatiuns, PLLl, etc.) 

o SN;Es anc micrcenterprises directly affectea by

the project;
 

o Enterprises anc conirunities indirectly affectec
 
Ly the project.
 

Each of these actors form part of the process that leadsto the achievement of project objectives. An examination ofAlE's timely celivery of resources ano their effect on project
management units (MIS, lCP, general contractor, BSNI, etc.) is
the first link that determines the project's potential effect.
The effect of project managers' activities upon implementing
agencies (associaticrs, PVCs, etc.) is the second link. If the
project activities are inconsistent or not celiverec in atimely fashicn then the implementing institution's performanceill sorter. in a similar fasrion, the efficiency anceffectiveness of the implementing institution affects the
pertormance of assistec,micro, smali 
ano n-eoium enterprises.
Anc, finally changes within assisteL enterprises have
repercussions or. other enterprises ant their surrouncing
ccnunity. 
It is this final link that is the justification for
tr-e 
-SLproject; hcever, the chain of activities leacing to
this Jirjk must also Le analyzec to uncerstana what has happened 
ano why. 

Ihe follcwing sections 
 ill specify who are the keyactors for each component accorcirg to information founc in the
Project Paper and Implementation plans. Since the threecomponents of the SktL project involve very cifferentactivities, three scopes of work are suggested to serve as aframework for evaluating these activities. The project manager
anc incepencent consultants woul 
 evaluate all three
components; coffponent managers woulo participate in evaluating
their respective activities. And, the results would have to be
synthesizec so that the report presents general conclusions
about overall project prccress arc lessons learned to Cate.
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Informatiun on project impact on ShEs and:microenterprises should be supplied by the contractor in charge

of this research study. Other consultants should be hirec to
 
cover the other aspects of the evaluaticn and conduct spot

checks on information suppliec by the impact evaluation
 
contractor. This is necessary to ensure that an unbiased,

indepenoent evaluation will be conoucted.
 

5. 	 Scome of Work ano Methocology: Institution Euilcinc
 
Component
 

1. Exaffinaticn of Project Hyootheses 

Lncerpinning the institution-builcing component are sc erai h .theses aLeut effectiv6 nectan.is,.s to prorote StL
development. By the middle of the project, managers should form some conclusions about the valicity of these hypotheses anoassumptions. Some of these assumptions are explicit, while

others have not been clearly stated in project documents. As

the project evolves, original assumpticns anc hypotheses will

be replacec with new ones; the nic-term evaluation should

examine this process anc Ciscuss the implication of such
 
finoings for other project activities.
 

The major project hypotheses of this project component
 
are that:
 

o 	 Associations are an appropriate mechanism fcr 
stimulating the cevelopment of St.Es, ano 

0 	 Technical assistance ano technology transfers can
 
help develop viable laLor-intensive enterprihes
 
outside Metro Nanila. 

Behino these two major assumptions, are the assumptions 
that:
 

o 	 Asscciaticns are capable of representing the

incustry as a whole rather than just the interests
 
of a small group of members;
 

o SMEs in the same industry or on a vertically

integratec basis want to collaborate anc use
 
associations to solve their problems,
 

o 
 Asscciaticrs want to strengthen ano professionalize

their services rather than renain primarily
 
ioLying ano social groups;
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Current association members want to.expanrid their"'membership and/or provide services to non-members;.
 

Asscciations/SEs are willing and able to shoulder
 
part of the costs of technical assistance and new
 
technology; 

Lack of credit is not a great constraint inhibiting
the grow&, of S ;Es; 

Subsicizec services covered by SED will eventually
be fully paid for by S iEs; 

Demonstration activities will have a spread effect
 

)ttroouction of subsidized technology will

stimulate the creation of new jobs;
 

The furniture, garment ano handicrafts industries
 
offer great potential for growth and employment

generation in the five selected regions;
 

These inCustries have great export potential and

will generate net increases in foreign exchange;
 

Furniture, garment ano hancicrafts enterprises

currently procucing for the oomestic market can
meet the quality, quantity and price requirements

of export markets with SN£LD assistance;
 

Foreign ant comestic consultants can identify

appropriate technology ano farket opportunities for

SNEs ano procuct buyers in a cost-efficient manner.
 

2. Alb Performance 

An analysis of AID's performance shculo focus on the
size, nature ano flow of donor resources to project managers
(Manageirent Implementation Secretariat, General Coi tractor,Ministry of Trace ano lndustry) ano guioance providea

throughout project implementation. 

Infcrmr;ation on the status of resource flows wculc incluoecom-paring projEcteC vith aCtcal ccrmittri.Ents anc cisrurserrents,Gnu the elapseo Letwbertime reimtursenent requestspayments. Evaluatior ano 
team meimLers shoulo qLesticn conor anc
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project management staff to discern the former's familiarity 
.with project priorities, objectives, activities and fieldconditions. Number of fielo 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 should be the appropriateness,

quality, quantity ano timeliness of assistance provicec by the
 
Management Implmentation Secretariat, the Ceneral Contractor,

the Bil ano the PLCi to associations. This information can be
 
ceiivec thicugh conversaticns with project managers ano
 
assisteo associations as well as a review of all relevant
 
oocuments.
 

Iret aluaticrr tuan sti,21c ti tu or-lY 2 VLil thercV
internal monitoring ano evaluation system is working, whether 
the process approach seems to be *chieving the oesired results,

ano how well efforts are cooruinateo. it shoulo examine the
 
extent to which project managers are able to plan activities
 
ano meet internal targets. Changes from the original project

aesign ano the extent 
to which project hypotheses have teen 
verifiec shculL also form a major part of the analysis. In

aooition, basic quantitative arc qualitative information shoulo
 
be collecteo on
 

o numLer arc nature of assisteo associations ana
 
o nature, quantity, timeliness appropriateness ano
 

cost of technical assistance to associations.
 

4. Implementing Agencies' Performance
 

The evaluation team should try to interview about 4-5
 
associaticns in each region as well as national associations
 
that have teen assistea by the Z-.ED project. If the number of
 
assisteo associations is extremely large, then the evaluation
 
team may have to select a ranccr, sample. however, it is likely

that the team shoulc te able to interview all assisteo
 
associations.
 

Data collecteo on some of these associations for the

operational planning stuoy may be coaparec with their current
 
status; 
otherwise this information shoulo be reconstructed by
asking men.eis aLout the growtn of their orcanizaticn. The samemet.pccc gy LsLc for thL CP stLCy - intErvieing ron-members aswell as menLeis - snculo be useo to ceteinine the effectiveness 
of these associaticns. Scme prcxy measLrements of the giowth 
ano enhancec capacity of associations are:
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0 growth of membership over time 
o number of'members attending Annual Meetings
o number of demonstration projects 
o nature, quantity, appropriateness and cost of
 
services provioed to SMEs
 

o number of members and non-members that

participatea in these activities
 

o nunLer of associations with group activities ara

the nature of these activities (bulk pLrchasing

of raw raterials, etc.) 

o increase in number of staff ano 
their skills
 o financial contribution of asscciaticn to SNED 
activities. 

ILS PLrfcIrarPL aUI, their Social impaCt 

The performance of assisted SPEs should only be assessed
if sufficient time has elapsec since the provision of outsiae
assistance. SNEs shoulc have received assistance at least one
year, preferably two years, prior to an examination of the
impact of that assistance. Ctherwise a sufficient cestation
perioo will not have passed to allow a meaningful analysis to
be conoucted. The evaluation team should conduct spot-checks to
confirm the general trencs incicatec by the impact evaluation
 
data.
 

if project activities have been celayed, then the
mia-term evaluation shculo rot incluce an in-cepth analysis of
the project's income ano employment effect and this part of the
evaluatin shoLIu Le postcnu. in this case, the evaluatior,team should conduct a quick survey cf assisted enterprises in
each region to get a sense of 
the effect of the project. Rapic
rural reconnaissance techniques should be used to gather proxy
ircicators, qualitative arc sorie quantitative infcrmation to6auge the effect of the project on assisted enterprises anc
their commnities. 

Information or, the effect of associations on SPEs shoulo
be collected through interviews with association staff members
ano SEs. The direct ard indirect effect of this assistance
should be gathered by re-interviewing those interviewed for the
baseline stucy (described in pages 
_ ), including those SNEs
that oio not receive assistance from the ;ED project.Non-assistea enterprises, to the extent that they are similar
to trtcse trat w biassistLL, ShCUI serve as a cC--ntrCl gIup sothat the effect of non-project factors may be known, it isenoLgh to exan.ire the char,g in 
not 

assisted enterprises'
performance; the evaluation should be able to link these 
changes to project activities.
 



The focus of inte views with assisted SMEs should be on

the nature of assistance provicec through the SV'EDproject,

adoitional resources that may have been secured cue to theproject (loans, equity investment) ano finally an assessment of
the effect on this assistance upon the income ano employment
directly generated by the firm. The data that is collected
 
shculL be similar to that discussed in the section on the
 
baseline study (page __)
 

Information on vertical ano horizontal integration

activities, linkages with other sectors, anc inc irect income
 
anc employment generated by these enterprises shoulc be
gatherec throLih oiscussions vith firms, arketing agents,
suppliers ano other firms that have been affectec Ly the
assistec firm. Qualitative information may be Cat ,eIc through1,rt IVi(-. fith ke irfczLinant-- knicv,ice a' cut Lsi ,srs 
activities in the sector while quantitative information may Le

6atherec cirectly from these enterprises, or, perhaps from
 
existing seconoary sources.
 

L. Research Couponent
 

1. Examination of Project hypotheses
 

The basic hypothesis governing the research ccmponent is
that fincinws ciscovered thiough SMLD research activities can
affect policies governing that sector. It is also assumec that
fuicirg policy dialogues between the private ano public sectors
 
can stimulate a spirit of cooperation between these sectors.

Uther specific hypotheses are that the SED project can:
 

o help the GOP and private sector to establish more
 
effective systems to gather accurate ano relevant

information on 5IvEs and increase their capacity to

analyze policies relevant to SMEs;
 

o establish an ongoing effective policy dialogue between
 
the private ano public sectors regarcing government

pclicies ano progress affecting SMEs;
 

o unoertake action-orienteo studies whose results are
 
useful to project implementors.
 

The mio-term evaluation shculc try to ciscern the extent
to Ahich these assiimpticns 
are vaLic. Policy changes cue to
 
research cannot L: expecttc 
 at the time of the mic-term

evaluation; however, project managers shoulc Le able to cohrient 
upcr, the effect of pLulic anc private sector policy forums ancproject implementcrs can ciscuss the extent to whicn reserach 
activities are relevant to their neeCs. 



2. Performance of Research Component M
anagers
 

The evaluation team should try to assess the extent to
which project managers' activities have contributed towarcs
achievement, of project objectives. The extent to which project
mfanager has tried to elicit research proposals from other
implementing agencies, whether research contracts have been
cleariy outlinoc, acequately funded, well-supervisec anc
results incorporateo into seminar discussiors shoulo be topicsfur investigation. The appropriateress of tne timing of policystuuies anc the amount of time that elapses between thE studyi±es, its funcing ano the presentation of results can be proxymeasurUments for the efficiency of the research funCing
process. in acoiticn, the team shoulo reviei 
the numter, cost
aru cntrt t cf 
policy oialkgLE seminars. Ire effEcL of these
cialogues shoulo be assesses through conversations of
participants to the extent possible.
 

3. Performance of Research Contractors
 

tc,.ome members of the evaluation team shoula be qualifiec
to juuge the arethooology ana quality of the research effortsconcuctec uncer the Research Component. Particular attentionshouLIG be palo to the extent that research contractors involvedincivicuals anc agencies with a 
stake in the issues being
exaninec in each study's oesign, implementation ano analysis.
The appropriateness of this involvement ana its effect on theuse of stucy results shoulo be corimentec upon. 

0. t*licrenterpriseDevelecment Ccr.ponent
 

L. Examination ofHypotheses
 

The primary hypotheses of the microenterprise corponent
 
are that:
 

c Technical assistance from ti:IDP or PVC associations can
strengthen 
PVGs' ability to manage efficient, viableloan programs ano provide high-quality technical
assistance to nicroenteiprises; 

c PVCs are the most appropriate vehicles by which to
assist micrcenterprises (versus rural banks, etc.),

ani;
 

c Assistance from PVCs can spur the cevelopment of

Micrcenterprises is a cost-effective manner. 
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Other important assumpticns are that:
 

o 	PVOs want to borrow funds at 6 percent interest to
 
establish or expand lending programs to
 
microenterprises;
 

o PVCs want to receive technical assistance to improve

the capability of their staff;
 

o 	a minimum spread of 
15 percent is sufficent to cover

PVC acministrative expenses ano risk of loan defaults;
 

o lack cf crecit anc technical assistance are key

constraints festricting the growth of microenterprises;
 

L 	r.i1Lcci:tEoprisFs aie willing arc aLIe to Lornu% funcs

from PV~s at 21 percent interest or higher ano repay
 
these loans;
 

c 	miczcenterprises are willing to accept technical
assistance and continue new practices even after

external assistance has ceasec (e.g. after their loan
 
has been repaid).
 

, 	the effective interest rate of PVC loans to

microenterprises (incluoing transaction-costs) hill be
 
lower than alternative sources;
 

2. AID Performance
 

Evaluators shoulc focus upon the same basic issues as
those cescribec in the corresponcing section for the
Institution Building Ccmpcnent (pages 
 ). Evaluation
 
teaa members shoulo interview AID staft on what Ueen the major
with which they have been cccupiec curing project

implementation ano review Cocuments pertaining to the takeaown
 
Of furics.
 

3. Project MIanagers'Ferformance
 

The NUIDP is the key management agency of this compcnent;its efforts will Le cooroinatec with those of other project
ccn.pcnents ty the Executive Director cf the Mkanagement
lmplermentaticn Secretariat. 
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The MIDP is supposed to: 

o select PVOs that will receive loan funos
 

o establish a mechanism for the Gisbursement ano recovery
 
of these funos (directly or through a third party);
 

o provide technical assistance to PVGs to strengthen

their loan operations anc staff capability to assist
 
microenterprises;
 

The mic-teim evaluation shoulo assess the effectiveness
 
of these activities. The quantity of this assistance may be
founo through examination of informaticn containec within the
MILP's internal monitoring ano evaluation system; its qualit
anc effectiveness can only Le Ciscovcrec throuch interviews
.it,abbistc. P'Cb anu 
their nicrceitLiP-ise Liitnts.
 

indicators of MlDP activities ana performance include:
 

o number of PWOs receiving loan funds
 
o repayment rate cf PVCs v.ith loan funos
 
o runuber of PVs receiving technical assistance
 
o number of F O staff members receiving technical
 
assistance;
 

o nature of technical assistance receivec by staff
 
mernbers;
 

o cost-effectiveness anc efficiency of 
the monitoring ano
evaluation systems establisneo Ly the MiLP (covering
klLP anc PVG activities) 

4. PVC performance
 

The methodolcgy ano inoicators oescribec in the section
on suggestea operational planning stuoy of PVGs with loan funos(pages ) 
can be used as a basis for the mid-term

evaluation. If PVGs %,ith oifferent loan delivery mechanisms
(group versus incivicual loans, high versus low interest rates)
have receivec loan funos, then the evaluation team members
should strive to determine which strategies seem to work best

under what circumstances.
 

In addition to data suggested in the operational planning

study section, the evaluation shoulo try to analyze the
efficiency of PVC's lenoing process. This woulc incluce

ccilecting iritcznataicn on 
tre nLflei of cays Letveen loan
request, approval anc cistursement to learn whethei excess

cela~s ale encountereG Ly Loircwers. 
Staff picouctivit>
 



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 and

without subsidies) are other efficiency criteria that should be
 
carefully assessed.
 

A key consideration of the evaluation shoulc be to
calculate the loan repayment rates of PVO subborrowers ano the
viability of the loan program. Financial statea'ents prepared byPVLs shcula be recalculatec to oetermine the true viability of
the loan prcgram when provisions for ban oeLts, subsicies and
 
the erosionary effect of inflation are incluoeG.
 

The evaluation team shoulc try to assess the quantity ano
 
quality of technical assistance provicec by PVs to

microenterprises. 1he only way to knc tne quality of technical
aSSistncr;C wiil inteiviewLt t 	 ciiertS LC solic.it Leir'-i.LS. 

5. Microenterprise Performance ano Social Impact 

A second survey basec upon the rethcoology outlined inthe section on the ?Microenterprise Baseline Stuoy shoulo be 
concucteo to assess the impact of PVC assistance. As mentioned
 
in that section, the study's unit of analysis shoulo be the
microenterprise's householo unit anc incluoce all econoUTic
activities concucteo by that householo. Particular attention
shoulo Le paic to how the project has affectec the linkages

between aicroenterprises ano SIEs, anG its effect on raw
 
material input suppliers anc marketing agents.
 

The same contractor that perforneo the baseline

evaluation should be reponsible for collecting iirTact oata 
requirec for the mic-project evaluation. Data analysis shoulo

be performed by this contractor ana members of the mic-project

evaluation team.
 

in audition to collecting oata suggestec in pages

the survey snoulo try to assess some qualitative changes such
 
as:
 

o the ploject's effect on community organizing

efforts ano microenterpreneurs' access to outsice
 
resources;
 

o 	 the project's effect on micrcenterpr~neUrs' involvement
i fcir,,ai cr irformal capital ri.azkets; 

o 	 an increase ir, status of crec it rec4ients arc 
ccfanurity volunteers;. 

o eftect of nicicinterpiises cvrec by V.umer, cr trieir 

http:solic.it
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family relationship ano sta+,,s: 

The evaluation may not be able to quantify some of thes
changes, but rather suggest some general trends that are
occuring. It will be extremely oifficult to separate chances
that have been causeo by the project from those causeo bypervasive and prevailing economic, social and political force
At the very least, the evaluation should corfrient 
on whether tl
project seems to have had a positive, necative or neutral
effect on participants ano their cormiunities.
 

The comtination of Cata collected from SVFEs 
ano
nicrcenterpiises (assuming that Loth are assisteC in the same
region) shoulo reveal whether one group is benefittinc at the
expense of the cthei ox hether both are expancinc (orCctlact~ij ,1' flRiL-pICc-cLt ealut-icn n.cE.Lc. L.L aii tC
reveal whether the project is inceeo stimulating the creation
of new jobs oi merely transferring jobs from smaller, or 
less
competitive firms to those assisteo by 
the project. Also, the
evaluation shoulc be able to corment about who is oettinc the!
jobs: Are new workers chilcren (uncer 16 yea- of age) %ho ha%
left school to take acvantage of these new opportunities or 
az
they olcer, skilleu woikers? lf it is premature to examine
these issues curing the mic-prcject evaluation, thLn tht-yshoulL assuMe a high priority curing the final evaluation. 

E. Evaluation TeamNiemter Skillsano Level of Effcrtt 

The evaluaticn team shoulo be corrfoseo of:
 

o a team leader experiencec in managing and concucting
evaluations of micro, small and irecium enterprise
cevelopment projects with an economic/financial 
backgrounc; 

o a financial analyst/banking expert with experience

analyzing lencing programs in developing nations
 

o two tusiness analysts with experience analyzing the

performance of micro, small ano meoium enterprises in
 
oeveloping nations;
 

o an institutional development/training expert familiar

with institutional Cevelopment in the Philippines ano
Us ress ceEvelcpgent tiaining prcgrans 

o a technology expert capable f analyzing the
appropriateness ant performance of technology proviceo

through the project; 
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o a marketing expert capable of analyzing marketing

assistance proviced through the project
 

Fielo work for the evaluation should be expect to require
at least eight weeks if impact cata has been supplied by the
research contractor responsible for collecting and analyzing

this aspect of the evaluation. If this cata 
is unavailable,
then about two extra weeks shoulc be Luogetec to collect ano
analyze data on enterpiises. Research contractor staff should

participate in this effort.
 

The team le,der should arrive a few cays tefore the rest
of tre team to ciscuss evaluaticn objectives, hiccen agenuas
anc potential rarticapaticn of all interest parties. taspc cn
ti s.e Liscusiur, , U.-c Ltan0 lkaur sJraukiL u(,.t1iire a U:tagieuevaluation methocology ano write a very preliminary outline of
the contents of the final evaluation report. Although these two
plans will be subject to revisions thoughout the first 2-3
weeks of the evaluaticn, it is necessary to formulate these
plans in writing so misu-cerstancings ano changes in focLs can
be avoioeo later curing the evaluaticn.
 

The financial analyst, 
two business analysts ano theinstitutional cevelopment/training expert shculo participate inthe eight weeks of field work. IhEy shoula have about 2-" weeks
to prepare their sections of the oraft anc final reports. The
technology anc marketing experts shoulo only require atout four
weeks of fielc work ano one week to prepare reports on their
findings. The team leacer shculd have an accitional week to
incorporate all sections into the f'inal report.
 

To ensure compatibility of 
team members ano the team
leacer's authority over team members, it is suggestec that all
team members be contracted through the same firm. If team
members are assemble from different firms, then the team
leader's authority over rraebers is liaited. If the team leacer
 
can control whether team members get paid, tasec on their
performance, then the likelihooo 
that a superior procuCt is
 
proouces is higher.
 


