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ABSTRACT

LOCAL RESOURCE MANAGEMENT

The central question posed by this impact evaluation, conducted one
year before the project's planned termination in August 1991, was the
"demonstrable contribution of the project in solving the problems of rural
poverty and providing choices for the poor to help themselves," and its
contribution to decentralization and the development of local government.
The project was experimental, and was designed as a learning process. It
was a product of the New Directions and the 1983 CDSS. In Phase I [1982-
1987], it differentiated poverty by province, town, and village, and occu-
pational group. An external evaluation in 1987, based on a revised CDSS
following the revolution, refocused the beneficiaries on the general rural
population, arguing that all were poor. The project, managed by NEDA, used
national and then provincial PVOs to train, help organize, and monitor vil-
lage groups, and sensitize local governments to beneficiary needs. Two
project funds were established: one for grants to local government for
beneficiary-related impact projects (mostly small infrastructure], and
another for lending to village groups for income generating activities.

This evaluation, through site visits and documentation review, was
focused on Phase I areas, for Phase II adtivities were too recent for
impact. The project was slow of implementation for three reasons: [1)
internal issues of management; (2) the disruptions permeating Philipp- ..
society from 1983 until 1988; and (3] the sequential process of worh._:i
with target groups through analyses, training, organization, registration,
lending, and monitoring, and in the case of infrastructure, construction.
Although some provinces short circuited the beneficiary analysis and
choice, the evaluation found that generally the poor were being reached,
but in far less numbers than planned. The PVOs, a vital link in the
process, each brought their own village-level organizational philosophy and
training to the project, thus vitiating the Phase I experimental nature of
alleviating poverty through occupational focus.

There were administrative deficiencies at a variety of levels, but
important attributes of the project were: the direct link to the benefici-
aries, the role of indigenous PVOs, the initial focus on poverty on the
basis of functional occupation, the training and reorientation process of
government toward the poor, and the legacy of community self-help. Foreign
donors and local governments are replicating the process and providing
additional funds for expansion related to the project's original concept.
This was an innovative project at its inception in its direct support and
capacity-building of local governments, its poverty focus, and its major
PVO component. Now, due to internal political changes, these elements have
become Philippine policy, giving added piquancy to the termination of the
effort. Some effort to salvage the processes is recommended.



EXECUTIVE SUMMARY

The central question posed by this impact evaluation, conducted one
year before the project's planned termination in August 1991, was the
"demonstrable contribution of the project in solving the problems of rural
poverty and providing choices for the poor to help themselves," and its
contribution to decentralization and the development of local government.
The project was experimental, and was designed as a learning process. It
was explicitly a product of the New Directions and the 1983 CDSS. In Phase
I [1982-1987], it differentiated poverty by province, town, and village,
and occupational group. An external evaluation in 1987, based on a revised
CDSS following the Philippine revolution, refocused the beneficiaries on
the general rural population, arguing that all were poor. The project,
managed by NEDA, used national and then provincial PVOs to train, help
organize, and monitor village groups, and sensitize local governments to
beneficiary needs. Two project funds were established: one, the Sub-
Project Fund [SPF) for grants to local government for beneficiary-related
impact projects (mostly small infrastructure], and another--the Community
Project Fund (CPF]--for lending to village groups for income generating
activities.

This evaluation, through site visits and documentation review, was
focused on Phase I areas, for the expanded Phase II activities were too
recent for impact, although they were germane for institutionalization of
the process of beneficiary orientation.

Beneficiary Impact: Although there has been positive impact on the in-
tended beneficiaries, it has been less than originally anticipated. The
principle beneficiaries have been members of community associations, who
have incomes well below the poverty standard in the Philippines. Their
community groups, organized with the help of diverse PVOs, are organized
around their primary occupations, artisanal fisherman, landless agricul-
tural workers, and tenant, upland farmers. About two-thirds of all members
are women, however. The two project funds have variously benefitted the
beneficiaries. The Sub-Project Fund [SPF) mostly (71.6 percent] was used-
for infrastructure, primarily roads ant water systems. Although it was
originally anticipated that the benef! cries would help in the selection
and design, most were initiated at th rp..vincial level. Some sub-projects
were of questionable benefit to the t .. ..rl-rted beneficiaries; others had a
generalized, but unmeasurable, posi ve Pact. There were few employment
or technology benefits resulting frc :, category.

The Community Project Fund [CPF) was used both for individual su'
lending from the group to individuals, and for group enterprises, such aL 6
broom-making factory or deep sea fishing. Although it is too early to drw
definitive conclusions, the credit model seems to have made the most impact
on individual beneficiaries, some of whom have done well. The organiza-
tions are, however, economically fragile because of weather and some
management issues, including low repayments of loans. Some have been
sustained, however, for four years.

0



The Role of PVOs: Implementation of the project has been a tripartite
relationship between the beneficiaries, the PVOs, and local government.
The PVOs, both national and local, have a demonstrated capacity to work
with the rural poor, using their own organizational methodologies. They
were important in the training process, and their effectiveness seems to
have varied. The CPF approach was necessary to the organizational efforts
with the beneficiaries, but th(0 PVOs, although quite sophisticated in some
aspects of monitoring, needed improved skills and understanding of the
credit process. There, is evidence of the institutionalization of the
beneficiary roles at the municipal levels.

Institutionalization and Decentralization: The project process was intended
to devol're both authority and responsibility, and to match them with thi;
increased capacity of local institutions to identify and administer devel-
opment interventions appropriate to local needs and conditions. This
approach posited that the successful identification of local interventions
could only be guaranteed by the involvement of target beneficiaries
throughout the process. Whereas earlier USAID efforts had concentrated on
institution-building or infrastructural development, the LRM was seen as
breaking relatively new ground with its emphasis on poverty alleviation,
livelihood activities, provision for popular participation by the-targeted
poor and the involvement of PVOs in assisting to mobilize the poor for
self-help efforts. All of these elements pointed to the need for a local
government focus as close as possible to the rice roots of community organ-
ization. The choice of the provincial level as primary focus rested on a
compromise between the growth of regional institutional power and the
paucity of institutional resources at the municipal level. Recognizing the
increased capacity and institutional complexity at the regional level and
the weakness of those municipal actors who were in the best position to
recognize and respond to the needs of the rural poor, the choice of the
province for emphasis was also seen as a means of intermediating between
those levels. There is considerable variation in knowledge of and
involvement in the project on the part of municipal actors. Provincial
involvement in all aspects of the LRM is substantial and has been increased
under the Phase II redesign. Not only is the province responsible for
organizing and overseeing municipal programs, but it now plays a role in
determining its own technical assistance and research needs. Provincial
institutions are primary in all of the formative steps in the LRM process.

Management: Project management was located in an office in NEDA, which had
responsibility for budgeting, contracting, evaluating subprojects, and
providing intellectual gu'dance, coordination, lateral communications among
the regions. Provincial governments were responsible for sub-project
proposals and implementation. The project management broke down at the
local government level with consequent slow release of funds and slow
implementation of sub-projects. These events were greatly exacerbated by
the political upheavals during most of the life Of the project. The choice
of NEDA as project manager had implications for its capacity to influence
local governments, ovrer which it had no supervisory role.

Sustainability, Replicability, and Phase Out: Political events in the
Philippines have pushed the essential components of this innovative but

2
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flawed project to policy center. Decentralization is now constitutionally
mandated. The focus of government is on the poor. PVOs are central to
government policies. Sustainability of project concepts (not the project
or its elements] has become policy. Sustainability is, separately, a
matter of relationships and processes, institutions, and benefits in
manners not always integrated. The foci on the poor, the PVOs, and
decentralization are sustainable, but the effectiveness of the
relationships and the delivery of benefits depends on continuous training
and financial flexibility. Project elements are currently being replicated
by local governments and foreign donors, but dangers exist wherein the now
vibrant political process may become paramount in the motivation.

The project has developed processes that deserve continuation. These
include the poverty-centered focus, use of PVOs, the training process,
reorientation of government toward concern for the poor, and the legacy of
community self-help. The evaluation notes that although the USAID strategy
has changed, as has its beneficiary analysis, the concepts behind this
project are now more accepted and more germane to Philippine policies than
when it was conceived. The evaluation suggests that USAID find a means to
ensure that they continue, perhaps through a "cooperative agreement" with a
PVO.

Lessons Learned: These include the following:
* PVOs, because of different organizational approaches, should be so
differentiated and carefully selected for the tasks needed.
* The capacity to re-borrow may be an important incentive to repay
loans.
* Assumptions about interdepartmental coordination in project
implementation should be questioned.
* PVO financing may be an effective counterpoise when the public sector
is too fiscally rigid.
* Long lead times are required for projects involving local organizing.
* The reasons for people forming community groups may be different from
those sustaining them.
* Rural credit systems need much more attention at all levels.
* Refresher training for projects involving new skills and relationships
is required given normal attrition and personnel turnover.
* Reporting, monitoring, evaluation, and other management information
systems should be addressed early in project formulation.
* At the first sign of implementation problems, management reviews
should be conducted.
* Structural links between participating institutions should be
carefully considered in project design.
* Capability building must be a continuous endeavor.
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SP Sangguniang Panlalawigan -- Representative
assembly at the provincial levPl of local
governmefnt
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CHAPTER 1. BACKGROUND

A. PROJECT BACKGROUND AND GOALS

The Local Resource Management Project was a product of the
"New Directions," the reconsideration of the nature of United
States foreign assistance in the 1970s. With the change in its
emphasis to the rural poor as beneficiaries of the foreign aid
process, a Country Development Strategy Statement [CDSS] was
mandated describing the poor, analyzing the causes of poverty,
and expounding the mission proposals to alleviate the issues. It
was on this basis that new projects were to be proposed.

After seeing their initial attempt at a CDSS rejected in
AID/Washington because it lacked analytical depth and focused
only on the fact of poverty and not its complex causes, USAID/
Manila began an extensive poverty analysis drawing upon the
resources of the Philippine academic community. This was the
analytical core of the 1982 CDSS written in 1980. The following
year, the CDSS for 1983 redefined the bases for poverty analysis,
concentrating on the occupational units and the geographic
locations of poverty, and the strategies the poor used to sub-
sist. This differentiated analysis (as opposed to the earlier
one that considered poverty as undifferentiated; i.e., related
solely to income on a nationwide basis] was accepted, and one
specific outgrowth of that iterative process of redefinition was
the LRM project, which used that analysis as its rationale. 1

This extensive study of poverty, both on a regional level
and in occupational. terms, prompted USAID and NEDA to focus
assistance in this project on upland farmers, artisanal fisher-
man, and rural landless laborers in seven provinces in the
Visayas (Region VI, Antique and Capiz; Region VIII, Eastern
Samar, Leyte, and Southern Leyte], and the Bicol [Region V, Albay

1. The process is detailed in David C. Korten and George
Carner, "Reorienting Bureaucracies to Serve People: Two Experi-
ences from the Philippines." Canadian Journal *of Development
Studies. Vol. V, No. 1, 1984.

2.



and Catanduanes]. This complex project, one of the largest ever
managed by NEDA centrally and one that involved intense consulta-
tions with a wide spectrum of concerned individuals and institu-
tions, was originally conceived as three interrelated and mutual-
ly supportive tracks. Track one was designed to strengthen the
planning, institutional capability and management capacity of
local government to be responsive to the needs of and provide
services to the poor through beneficiary participation. Track two
purported to strengthen the autonomy of local government through
increasing its local fiscal base by improving local financial
management and revenue generation through, among other approach-
es, improved taxation systems. Track three was predicated on a
merger of PVO and local government interests in support of the
poor, and the beneficiaries' participation in the planning
process.

The project was considered innovative in three of its as-
pects: the planning targets; its focus on beneficiary partici-
pation, and its design as a learning process. It included two
important subproject funds: [1] the Special Project Fund [SPF]
managed by local government for grant infrastructure projects
chosen in a participatory manner to help the beneficiaries. It
was to be, in NEDA terms, "the tangible translation of the LRM
participatory planning process to be conducted by local govern-
ments"; and [2] a Community Project Fund [CPF], managed by the
PVO community, with local, barangay citizens' groups formulating
income-generating projects funded through local loans from which
a revolving fund would be formed. Again, in NEDA terms, it was
"a support to community organizing efforts and a 'seed' fund to
develop and strengthen the viability of beneficiary groups
organized by the PVOs." This fund, significantly, was to be "re-
volving" at the provincial, not the barangay, level.

The project was approved to begin on August 31, 1982 and was
to continue for seven years. Originally budgeted at $6 million
[of which $4.5 million was loan], the project was amended on
September 18, 1984 to add $6.9 million for the Real Property Tax
Administration component (Track Two], and later amended again on
May 2, 1985 to increase total funding to $14.47 million [of which
$10.79 million was loan]. On August 30, 1986, another amendment
converted all unexpended funds to grant as an aftermath of the
EDSA revolution. A further amendment in 1989 deobligated some
$336,000 from this project, and $1,000,000 from the Real Property
Tax Administration project. The Philippine government contribu-
tion was to equal USAID's.

There have been three internal reviews or informal evalua-
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tions in the form of PVO conferences, as well as other meetings,
such as periodic reviews and planning and assessment conferences.
But the major effort to consider progress was an external evalua-
tion conducted February 9-March 13, 1987,2 following a planning
conference on this subject in late 1986. The evaluation focused
on process issues in the light of the markedly transformed go-
vernmental and administrative forces in the Philippines, nnd
recommended a variety of changes because the team felt the pro-
ject was overly complex.

The result was a Project Paper Supplement in 1988 that dif-
fered significantly from the earlier paper (see Appendix E for a
list of major changes]. It expanded both the geographic scope of
the project to include additional provinces, but more importantly
it redefined the target groups, arguing [in accordance with the
new 1987 CDSS], that the deprivations of the Marcos period had
spread poverty so broadly and pervasively that all projects were
in fact directed toward the poor, since they were said to number
some 70 percent of the total population.3 The life of the proje-
ct was extended to nine years until August 31, 1991, stress was
placed on impact on the redefined beneficiaries, not the ex-
perimental and learning process of the early project, and the two
separate tracks (excluding the real property tax component] were
integrated.

B. THE CHANGING POLITICAL AND SOCIO-ECONOMIC SETTING

The Philippines may be unique among East Asian societies.
Although struggling with a relatively long history of centralized
administration, it is a culture that had centralism thrust on it
by its colonial masters. In contrast to the other societies in
the region, the Philippines did not develop an indigenous cen-
tralized authority together with its supporting bureaucracy for
its total area. Authority was fragmented if intense under the

2. t had originally been scheduled for February 1986, but

the EDSA revolution intervened. See 1987 CDSS, p. C-il.

'. The 1987 CDSS noted [p. vi] that in rural areas over 80
percent of the population was below the poverty line, and [p. 47]
that geographic differences were meaningless and that "practical-
ly everyone is poor."

3



early sultanates.

This distinction does not make the centripetal forces of
authority any the less strong. In over four centuries of cen-
tralized colonial rule from Manila, the elites who emerged from
that process on independence and who continue today have solidi-
fied their economic power, entrenched their social positions, and
generally manipulated the political processes to serve their
ends. The patron-client relationships that subjugated and yet
served the peasantry in the past have been replaced by political
patronage related to the ballot box. Hierarchical, centralized
authority has been intensified by the pervasive religious struc-
ture, the one mirroring the other. As an USAID consultant
recently noted:

The culture of Philippine bureaucracy has for decades
been dominated by a pervasive ethic of centralism. And
the political system, which has been characterized by a
web of constituency patronage, kinship relations, and
the so-called family dynasties, may be considered as
paternalistic and authoritarian. Furthermore, at both
the national and local levels, may be found well-en-
trenched economic and political elites. It has been
shown for instance, that for almost each of the 72
provinces in the Philippines, one or two families can
be identified as exercising virtually uncontested
political and economic control. The perception is that
the national wealth is controlled by a few families.'
Yet the need for decentralization, pluralism, and participa-

tion is apparent here in the Philippines as it is virtually
worldwide even in the more extreme centrally planned economies
and autocratic states. Its advocacy has had a long and vigorous,
if ineffectual, history from Philippine independence, rhetoric
generally substituting for reality. The Marcos era demonstrates
the case. Decentralization of authority was often touted, and
even the NEDA was broadened to provide regional planning authori-
ties and offices. But power remained personalized, and authority
centralized. Even many of the rural development strategies were
little more than publicity, essentially demonstrations of cen-
tralized largess, not popular participation. Even following the
return of local elected government in 1980 after martial law,

4. Sylvia H. Guerrero and Alex B. Brillantes, Jr. The Local
Development Assistance Program: A Social Soundness Analysis.
Submitted to USAID/Philippines, December 1989.
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"Concentration of political power made the concentration of
economic power inevitable...Furthermore, centralization of power-
...also increased the dependency of local officials on the centr-
al government for resources and decision making." Bureaucratic
regulations had, in effect, encouraged periphery dependency on
the center. As special cities, with their more extensive tax
bases, were legally created by population expansion, they were
administratively removed from the provinces and placed under
Manila's authority, thus further pauperizing the provinces and
increasing their Manila dependency and economic subservience.
Essentially, the political and economic rewards and the corrup-
tion and aggrandizement of certain of the elites required a
manageable system, one that was centralized in Manila, and repor-
ted directly to Malacanang.

The EDSA revolution of 1986 that swept President Aquino into
power provided the impetus to a new, intensified, and far more
serious effort at decentralization than had ever taken place in
the Philippines. Based on presidential pledges for reform, the
new Constitution mandated decentralization and autonomy of vario-
us areas, and a number of governmental decrees have begun the
process of providing greater fiscal authority to the provinces.
The movement for decentralization, devolution of authority, and
greater power to the periphery is presently underway. A variety
of complex bills are pending in the Congress on fiscal. and ad-
ministrative reforms, some of which have already been accomplish-
ed, although the most sweeping are yet to be enacted and will be
subject to intense debate. This issue has further been compli-
cated by voting to set up autonomous regions in two minority
areas.

There continue to be strong forces against decentralization,
however. Centralized bureaucratic entities are reluctant to see
their staffs and budgets diminished by transfer to local govern-
ments, their authority truncated, their opportunities for patron-
age and power severely tempered. Now, the national government
controls 87 percent of all government-provided goods for the
average region, and the center spends 90 percent of all public
resources, extracting more from the periphery than it returns.6

5. 1987 CDSS, p. iii. Confidential, sinc° declassified.

'. USAID Local Development Assistance Project PAAD. Draft,

June 1990.
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The Congress itself, once again assuming leadership roles after a
decade and a half of subservience or irrelevance under Marcos, is
not anxious to destroy its control over regional affairs and
funding. Some charge, in efforts to continue centralized power,
that local governments are more corrupt (and more incompetent]
than the center, but others might contend that even local corrup-
tion has the perhaps considerable attribute of recirculating
resources within the local community, a not unimportant economic
asset. The very political culture offers formidable, although
not overwhelming, obstacles to effective decentralization.

The Local Resource Management Project was one mutual effort
by USAID and NEDA to assist in the process of local development
through increasing local bureaucratic capabilities, enhancing
responsiveness to locally expressed needs, increasing the tax
base of local government units, and ensuring greater involvement
of local poor peoples in improving their well-being. The task
set was ambitious and worthy. At the time, it was prescient--in
advance of what has since become articulated Philippine govern-
ment policies. Its tenets have been accepted. It is now in
conformity with the Philippine Mid-Term Development Plan [1986-
92] and other critical policy and planning documents.

This project was by no means a singular effort by USAID to
improve provincial lives, administrative efficacy, and authority.
The history of USAID in the Philippines is in large part the
history of such efforts. Local responsiveness and understanding
of local needs were, for example, a part of the 1965 SPREAD
[Systematic Programming for Rural Economic Assistance Develop-
ment] in two pilot provinces. The Provincial Development Assis-
tance Project (PDAP, 1968-80, 28 provinces and 10 cities], from
which this project is in part descended, focused on improving
provincial administrative capacity and generalized well-being in
the area through establishing greater provincial capacity through
a new provincial development office, development performance bud-
geting, formulation of annual plans, and socio-economic analyses
[although not through targeted and differentiated beneficiary
groups]. Sectoral, administrative, and training programs all
have been focused on alleviating the poverty of the rural areas,
and improving local responsiveness to these issues.

It has been a canon of AID philosophy, reflecting the donor
culture, that local authority is critical in defining and coping
with local problems. It is one with which the evaluation team is
sympathetic. This feeling is evidently shared by a large segment
of the Philippine population, who have in effect voted for such
concepts. Thus USAID and many leaders in the Philippine execu-
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tive branch have in effect a confluence of policy and developmen-
tal interests at a broad, conceptual level. It has also become
apparent to both donor and recipient, and to many at the local
government level, that simply designating and designing projects
directed toward the poor is not sufficient to achieve continuing
progress, and has had generally disappointing results.

Donor general foreign assistance predilections, reflected in
the redefined Philippines strategy statement of 1987, concentrat-
ed on the issue of job creation and private sector leadership in
improving the plight of the poor. That philosophical change '
coincided with the overall worseninj of the Philippines economy,
so that USAID concluded that if some 70 percent of the population
were deemed poor, a targeted strategy and assistance package to
sub-groups in specific locales was unnecessary. The 1987 CDSS
commented that "The previous CDSS basically adopted the tradi-
tional project approach to economic assistance. It assumed a
stable political and economic environment as well as macro-econo-
mic policies which would support the AID-assisted, region-based
rural development activities." This, it continued, is no longer
true, and even the macro-economic assumptions of the previous
CDSS were not valid when written. ' Even if that criticism were
deemed valid, this project inherently could not have been consid-
ered "traditional;" indeed, its very experimental nature for both
donor and recipient governments became part of its implementation
problems and resulting delays. If the 1983 approach presented
bureaucratic and macro-economic questions, this new, unsegmented
approach to beneficiary analysis raised important issues of
impact and project effectiveness.

The issue was further complicated, as U.S. efforts to assist
in the Philippine eco>nomic recovery and base negotiations mandat-
ed large expenditures of funds expeditiously and in performance-
based programs. Focused, but necessarily smaller, assistance to
segments of the extremely poor seemed bureaucratically indefensi-
ble given staffing constraints.

There are several additional and important elements, back-

7. See, for example, Mark F. McGuire and Vernon W. Ruttan,
"Lost Directions: U.S. Foreign Assistance Policy Since New
Directions." Economic Development Center, University of Minneso-
ta, August 1989.

'. 1987 CDSS, p. 43.
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drops to this evaluation, that affect the stage on which this
drama is played. The first is that this project was conceived at
a time when political pressures on the Philippine leadership at
any, including the municipal, level were muted. Thus, project
experimentation that called for choosing particular municipali-
ties, groups, and barangays at the expense of others through some
explicitly derived, but seemingly arcane to the public, methodol-
ogy raised few problems. Today, however, each elected official
is under pressure to deliver services and tangible evidence of
support more widely in a vibrant, if sometimes seemingly chaotic,
political scene. If one municipality or barangay benefits,
others want to know why they were excluded.

Second, efforts to improve the socio-economic status of the
poor, however defined, through targeted assistance is exceedingly
difficult given the hierarchical nature of Philippine society,
and the sources of power in the state. No single project can do
more than ameliorate, probably in some temporary manner, the
plight of a selected group of the poor. Massive macro, as well
as micro-efforts and policy reforms are required. Thus individu-
al projects defined as assisting the poor may be necessary, but
unlikely to be sufficient over time.

Definitions of the poor are exceedingly complex in any
society, and relative--as opposed to absolute--poverty is cul-
turally defined. Methodological issues make them especially
difficult in the Philippines. ' Official NEDA statistics
placed poverty at 59 percent of families in 1985. USAID esti-
mates showed poverty incidence at 49.5 percent in 1988, 0 sig-

9. See IBRD, Aspects of Poverty in the Philippines: A Review
and Assessment. December 1, 1980. The report distinguishes
between absolute poverty, which is the basis for that report, and
relative poverty. At that time, the poverty incidence for the
country was 45 percent, and rural poverty 47.5 percent. Agricul-
tural wages between 1957 and 1974 had dropped in all areas by 1/3
to 1/2. The poorest areas were the Visayas, Bicol, and northern
Mindinao. Other researchers had estimated poverty in 25 to 80
percent of the population.

0. NEDA Statistics: Medium - Term Philippine Development

Plan: 1987 - 1992.

USAID Statistics: Local Development Assistance Project,

PAAD draft, June 1990.
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nificantly lower than earlier estimates.

If the Philippine planning is constrained by reality, USAID
is similarly hindered. Its history is largely one of attempting
to strengthen the center [and its local bureaucratic elements] so
that it could better deliver services to the periphery; now it is
attempting to reverse this pattern. Ironically, because of ad-
ministrative efficiency, it must program at the center [except
through direct PVO projects] to affect the periphery. It is also
constrained by its increased funding coupled with restricted
staffing, and has been so for many years. It is "the leanest
[USAID] in the world in terms of dollars managed per USDH employ-
ee, and it intends to remain so."" It is under increasing pres-
sure to "wholesale" assistance, for it does not have sufficient
staff. This forces much assistance into cenr ..iL1u program
modes or into large projects composed of sub-units to centralized
public or private organizations.

Within this changed and constantly effervescing complex
milieu, USAID attempted to assist the poor through local and
responsive institutions. If direct [in contrast to indirect,
i.e., policy and private sector programs] poverty alleviation is
no longer a priority of the USAID, certainly decentralization
(along with policy dialogue and private sector programming] is
one of the troika of major themes of the new (March 1990] Philip-
pines Assistance Strateqy Statement. This evaluation helps
document one innovative effort to reach the poor through a decen-
tralized mode that was predicated on a major involvement of the
indigenous private and voluntary organizations.

C. EVALUATION SCOPE, OBJECTIVES, AND METHODOLOGY

This evaluation was designed with the central issue as: what
is "the demonstrable contribution of the LRM in solving the
problems of rural poverty and providing choices for the poor to
help themselves." (see Appendix E, Methodology, and Appendix A,

n FY1990 Action Plan. USAID/Philippines. May 26, 1989, p.

55.
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Scope of Work]. The evaluation was specifically considered to be
different from a "process" evaluation [such as the earlier exter-
nal' one, and as such did not focus on USAID management]--those
designed to analyze the complex bureaucratic and administrative
relationships within the project, although the guidance noted
that process issues could not be avoided in this evaluation. The
clear implication, one never explicitly so stated, was that this
was to be an impact evaluation, since impact on the beneficiaries
was its primary focus. The term "beneficiaries" as used here
applies to the targeted groups provided assistance--the poor as
variously defined--and not to intermediaries, such as officials
trained or PVOs supported. They are the subject of efforts to
institutionalize capacity. The scope of work also defined other
issues as decentralization, local government links to the private
and voluntary community, and future issues, including those
connected with phase out of project support on August 31, 1991.
Conceptually, in Phase I the project focused on the learning
process; in Phase II on impact, yet this evaluation was charged
with analyzing Phase I in terms of impact.

Since there was generally a long gestation period in devel-
oping relationships and subprojects, the expanded provinces in-
cluded in 1988 could not be considered as ones where impact had
begun, let alone could be measured. In such provinces, mecha-
nisms for identification of appropriate municipalities-and their
barangays had begun or been completed, some community groups
organized and registered [so that they could legally borrow], and
a variety of sub-projects identified, if not started. Thus the
institutionalization of procedures and relationships and their
effects on local governments and decentralization could be evalu-
ated, if not the impact on beneficiaries. This evaluation there-
fore concentrated on the original and more mature provinces where
impact projects had been completed or were in process, and where
some primary data through field trips or secondary sources could
be available to the tean. Certain mature provinces could not be
visited because of tenuou;. security.12

The project is relevant to Philippine and U.S. development
strategies. We have considered them and the project in terms of

1. Security affects subproject development, since ."20

percent of the country is inaccessible to government workers who
are trying to deliver social services. A larger percentage is
marginally accessible." FY 1990 Action Plan. USAID, May 26, 1989,
p. 36.
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the socio-economic milieu. Now this report will focus first on
the impact on the intended beneficiaries, and then consider the
roles and function of the PVOs as intermediaries and as organiz-
ers, trainers, and providers of technical assistance. It will
then discuss the institutionalization of the decentralization
process, and management issues, including the early technical
assistance. It will then consider the critical issues of repli-
cability and sustainability. This will be followed by sections
on recommendations [for this project] and then, more generi-
cally, on lessons learned. Each analytical chapter or section
contains explicit findings and conclusions.

CHAPTER 2. PROJECT ANALYSIS: ISSUES, FINDING, AND CONCLUSIONS

A. THE IMPACT ON BENEFICIARIES

The primary problem to be addressed by this evaluation is
the measurable impact of the project on the ultimate beneficia-
ries--the rural poor as variously defined. To solve this prob-
lem, we need first to identify the recipients of impact for both
Phase I and Phase II. Then, we will examine the project's two
funding vehicles for reaching them: the Provincial Subproject
Fund (SPF) and the Community Project Fund (CPF). The effects of
the subprojects financed by these funds are the impacts we will
discuss.

The Beneficiaries

Projected Beneficiaries

The original Project Paper [Phase I] described the intended
primary beneficiaries of this project as upland landless and
coconut farmers; artisanal fishermen; and landless agricultural
workers. Provinces were to prepare socio-economic profiles for
the area, to be supplemented by more detailed studies of munici-
palities and barangays chosen for project participation. In the
six participating provinces, the paper estimated these groups to
include 90,000 families.

The Project Paper Supplement (Phase II] amended this defini-
tion of direct beneficiaries to include 172,000 members of gen-
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eralized poor households in the targeted 14 provinces and 49
municipalities. Although the original definition limited project
assistance to specific occupational groups, each with its spe-
cialized survival strategies and with its internal dynamic [thus
with a specific focus for assistance], the supplement expanded
project coverage to include any household in poor areas, as the
underlying rationale was, essentially, that everyone was poor.

Actual Beneficiaries

Statistics on actual beneficiaries are varied and method-
ologically confusing. CPF beneficiaries, necessarily small in
numbers, can be carefully delineated; SPF beneficiaries seem
often calculated by totalling barangay populations. According to
NEDA statistics, approximately 38,300 people have directly benef-
itted from project interventions: 3,303 of these from CPF projec-
ts initiated during Phase I and the remainder from SPF subprojec-
ts that were completed as of April 1990. On the other hand, the
evaluation team's calculations, using NEDA statistics, show at
least 101,256 beneficiaries from SPF projects. Most of these have
benefited from road and water supply projects [See Appendix G,
Table 14]. Furthermore, NEDA Region V [the Bicol--Albay and
Catanduanes] claim about 100,000 beneficiaries from SPF subproje-
cts. These totals do not include ongoing SPF projects and CPF
projects that will be implemented under Phase II.

The discrepancy between the projected number of beneficia-
ries in both the project paper and it3 supplement, and the actual
number is indicative of unusually high expectations as well as
inadequate project implementation. The project requires identi-
fication of beneficiary groups, training, and community organiz-
ing before any subprojects can be implemented. We have observed,
by studying Phase II activities, that this process often takes
two to three years even when, as has not been the case here, pro-
ject implementors are working expeditiously. Therefore, under
the best of circumstances no real impact on beneficiaries could
be eipected until about the fourth year of the project. Further-
more, as we discuss elsewhere, this project has been implemented
during disruptive times in the Philippines. The effect has been
to slow down the processing time for subproject financing which
has delayed implementation for longer than would have been other-
wise expected. Finally [as discussed in Sections IIC and IID],
unnecessary delays and poor management have hampered project
progress. Consequently, the numbers of beneficiaries receiving
impact is less than originally anticipated.

Beneficiary Occupations
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For Phase I provinces, the primary occupations of beneficia-
ry groups are artisanal fishermen, rural landless workers, and
tenant farmers. This is consistent with the targets established
in the original project paper. Furthermore, as a general rule
community associations formed from these beneficiaries originally
have included only members who have the same primary occupation.
In many of the community associations that we visited, however,
as well as reportedly in many others, the group members were the
wives of the workers rather than the workers themselves. This is
because the men spent their time earning the family income. In
several groups this was an advantage, since the women were clear-
ly entrepreneurs who had previously lacked the resources to form
their own businesses. This pattern of women's participation is
not unusual in the Philippines, where women control household
funds and much of petty trade. In a sense, this project is a
women-in-development activity, as perhaps two-thirds of the mem-
bership of these groups are female.

If the sole criterion for identifying target groups is
through occupation regardless of income, then it is likely that
the poverty focus will be lost, and project objectives vitiated.
Sometimes, wealthier members of beneficiary communities, who have
the same occupation as the targeted poor, are included in commu-
nity organizations. In other countries they have often manipu-
lated similar local groups for their own purposes. For Phase II,
the definition of beneficiaries has changed to include the rural
poor generally rather than poor members of occupational groups.
In the expansion province of Iloilo, however, the government is
still using carefully focused poverty and occupational guidelines
to define beneficiaries. The project there is still generally
targeted at the three primary occupational groups in Phase II
since these are the occupations of the poorest people in that
province.

Income of Beneficiaries

Another method of determining whether the proper beneficia-
ries have been targeted is through their monthly household in-
come. In general, in the barangays that we have observed the
average monthly household income of community association members
ranged from P300 to P1000, with the majority being on the lower
end of the scale. [There was one flagrant exception in Panay
where the average holding was 1.7 hectares of irrigated land].
This is under the threshold of poverty as defined by the Govern-
ment of the Philippines. Evidence through household surveys of
malnutrition in infants and youngsters in some barangays corrobo-
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rated this finding. In addition, the groups we visited were
often isolated and, therefore, cut off from many resources. For
example, the barangay of Lat-asan in Capiz was one hour by boat
from the nearest market, the priest visited only every third
Sunday, the midwife monthly, and a doctor "irregularly." [See
Appendix H, Case Study 1]. Other groups were in barangays off
barely passable dirt tracks.

Finding: Disruptions external to the project have
slowed project implementation for up to two years, and
internal management problems have contributed to
delays.

Conclusion: Fewer beneficiaries have been reached than
originally estimated.

Finding: By broadening the definition of beneficiaries
in Phase II to include the poor rather than specific
occupational groups, community organizers have simpli-
fied their tasks, but with unclear implications for
equity. It is also unclear whether a mix of occupa-
tional groups will lead to greater or less group soli-
darity, and thus sustainability.

Conclusion: Abandoning occupational groups as the
criteria for inclusion in community associations may be
acceptable as long as the poverty standard is upheld,
but the implications for the future are uncertain.
Evidence from other countries indicates that if it is
abandoned, the less poor will benefit disproportion-
ally.

Finding: Beneficiaries generally had monthly household
incomes ranging from P300 to P1000.

Conclusion: The project in Phase I was correctly tar-
geted and is assisting the rural poor. It is too early
to draw conclusions from Phase II.

Finding: Elaborate poverty identification studies were
prepared for all participating provinces.

Finding: In some cases, these poverty studies were used
to identify beneficiaries. In others, beneficiary
identification was a political exercise done after they
were selected.
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Conclusion: In general, and in part because of the
poverty studies, the project was correctly targeted on
the rural poor.

Subproject Fund Projects [SPF]

The original USAID Project Paper [p.4] called for the estab-
lishment of a source of development project funding on which
provincial staffs could draw to support provincial-level sub-
projects. Examples of the types of sub-projects which LRM plann-
ed to support are:

minor public works of a labor intensive character;

small-scale agro-industrial activities that have
a low capital input;

community self-help activities that require some
technical assistance and seed money.

As experience was gained, USAID and NEDA anticipated that
the provinces would move toward employment and income-generating
projects. Some of the project designers saw this component as a
chance to test pilot interventions aimed at supporting target
groups. They also intended it [Project Paper, p. 35], in a vague
manner unspecified in the documentation, as a means for involving
the private sector in local development (this did occur in road
construction contracting--see below]. The Project Paper also in-
dicated that associations or representatives of poverty groups
should interact in the development of ideas for SPF projects.

The Project Paper Supplement for Phase II [p.10] changed the
specification for subprojects to "beneficiary-identified service-
infrastructure and public social service activities," abandoning
the ideas of supporting experimental interventions and moving
toward income-generating projects, and concentrating on impact.
In fact, it stated that beneficiary-initiated livelihood subpro-
jects should be financed under the CPF. One problem with non-
infrastructure projects was the lack of government flexibility in
the accounting and auditing system.

Tables 3 and 4 [Appendix G] provide summary information
regarding the SPF projects financed during Phase I of the pro-
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ject. " In general, these projects fall within the intended
guidelines established at the project's inception. To date, some
P47,883,378 has been allocated to SPF projects, of which
P18,603,136 had been spent as of May 15, 1990, according to NEDA
accounts. Rural infrastructure projects--including roads, water
supply systems, and community centers--account for 71.6 percent
of the projected expen*ditures and 68.8 percent of the actual
expenditures. To date, only 44 percent of all projects have been
completed. Funds totalling P10,587,651 for approved SPF pro-
jects were still in the pipeline as of May 1990.14

Table 4 [Appendix G] presents information on cost per bene-
ficiary by project category. According to these figures, rural
infrastructure and fishing projects have been the most cost
effective. This information should be interpreted with a great
deal of caution, however. Only SPF projects where data was
available for both projected project expenditure and beneficia-
ries reached has been included. In addition, the projects are
very dissimilar in design. By their nature, infrastructure
projects could be interpreted to reach all members of a communi-
ty, thus giving them a higher number of beneficiaries than other
types of projects. These benefits can be measured but only at
considerable expense and then generally inadequately, in the
aggregate. The team could not define their real impact on the
community.

Road Projects

Road projects, which received the greatest share of funding,
include the construction of small feeder roads and the repair of
existing roads in LRM Barangays and municipalities. To date,
nearly half of the planned roads have been completed. As the
mission had hoped, the local private sector became involved in
the development process as local contractors for road construc-
tion.

". Tables 1 and 2 give the raw data used for compiling

statistics in this section.

4. Inconsistencies in data between these figures and figur-

es presented in the section on decentralization are due to the
use of different data bases for their compilation. both data
bases were provided by NEDA.
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The primary contribution of this aspect of the project has
been to provide beneficiaries access local markets and resources,
thus increasing the economic potential of community associations
and individual beneficiaries alike. In some cases, beneficiaries
were involved in their construction and maintenance, providing at
least temporary employment opportunities and perhaps some modest
technology transfers. Since most of the road projects have only
recently been completed or are still ongoing, it is too early for
us to comment on their sustainability. In many cases the roads
upon completion reverted to local authorities [in several cases
in Albay to the province, in others to the municipality]. We can
anticipate the same degree of maintenance and upkeep for them as
for other roads at a similar administrative level. In Albay, an
LRM upgraded road was later paved at the behest [according to the
signboard) of the local Congressman.

Water Supply Projects

Provinces also used a large portion of SPF funds for financ-
ing water supply projects. These include Level Two [community
faucets] water systems, and in the case of Capiz, ferro-cement
rainwater catchment systems. There is no question that this type
of project meets urgent health needs of target groups. In sever-
al cases, beneficiaries were also involved in the construction of
water supply facilities and, thus, may have learned, about new
technologies. A good example of such, albeit modest, technology
transfer is the Alimsog Level II Water System Project in Albay,
where beneficiaries repaired existing storage tanks and indepen-
dently installed additional faucets after being instructed by
government workers. As with the road component of SPF projects,
it is too early to comment on their sustainability due to recent
completion of many of the projects. In two communities visited
in Albay, systems were operating after four years with locally
elected leaders in charge of maintenance. Any contribution to
improved health will not be measurable for years, if at all.

During the field visit to Capiz, team members encountered a
problem with the ferro-cement rainwater catchment systems that is
repeated in other types of projects in other provinces. The team
learned that this project was selected by the provincial governor
without prior consultation with community associations, individu-
al beneficiaries, or even with municipal officials. Other donor
funds were used to construct tanks in non-project municipalities.
The lack of local involvement is evident in the standardization
of the tanks (10,000 liters, without regard to supply or need].
The team is aware of the political pressures prompting the gover-
nor to these actions, yet we feel that it was a violation of the
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spirit of the project. Although NEDA at the regional and nation-
al levels at first objected, they later approved on the basis of
the provincial need to learn to plan. In contrast, in Albay the
Provincial Planning Office assured the team that all SPF projects
had been discussed with beneficiaries.

Agricultural Production and Fishing Projects

The agricultural production and fishing SPF projects fall
under the original Project Paper category of community self-help
activities. Many of these projects were designed as experimental
interventions, intended to introduce beneficiaries to new tech-
nologies in the area of their primary occupations. For example,
the Tunga and Matalom Multi-cropping subprojects in Leyte were
intended to demonstrate to local farmers the advantages of multi-
cropping between coconut trees, as well as other techniques.
Other projects involved group enterprises such as the Punta Maria
Hook and Line Fishing Project in Eastern Samar, which provided
boats and other fishing equipment to a group of 26 fishermen.

These projects have made less clear contributions to benefi-
ciary welfare than the infrastructure projects. Although in many
cases they started off very strong, they fell apart after a few
years. This disintegration may be attributed in the case of the
Tunga and Matalom projects to the organization of beneficiary
groups only after the project had been designed and financed. In
the case of the Punta Maria fishing project, the project was too
complicated for a group venture. The group was also provided
with little technical support from the line departments. These
experiences seem to be typical of SPF projects in these catego-
ries. The team found little evidence of line agency support,
although such support is said to have been helpful in Catandu-
anes.

Multi-Purpose and Training Centers

These types of SPF project clearly do not fall under the
categories of activities originally intended for financing for
the SPF fund. Furthermore, their contribution to the welfare of
the project beneficiaries is not as obvious as with the other
types of projects. The evaluation team visited the site of the
new LRM Provincial Training Center in Capiz. The center, which
has been under construction since January 1990, is actually a
complex of buildings that seem on a grander scale than the other
public facilities in the province. It is located on the same
grounds as the governor's guest house. Although municipal of-
ficials seemed pleased to have a center, they acknowledged that
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it would be more costly for training participants to go there
than for the trainers to go to them, which is currently the case.
It seems also likely that fewer people from the barangays will be
trained. The provincial government also submitted the proposal
for the center without consulting the municipalities or community
associations. In a sense, this is a form of centralization at
the provincial level.

In Bingawon, Iloilo, the team was told that all six baran-
gays planning projects chose a multi-purpose center. This cannot
help but raise questions of the spontaneity of the requests. The
team has not been able to examine the proposals for other cen-
ters, but can say that their contribution to economic welfare is
probably far less than other kinds of SPF projects.

Other Projects

SPF projects in this category include a dam for river con-
trol in Catanduanes, a low cost housing project in Capiz, and
several small agricultural processing enterprises, including nipa
shingles production/marketing and lasa (a local fibre) process-
ing, and a spillway in Albay, which the team visited. Most of
these activities are just getting started, and cannot be evaluat-
ed, although natural disasters and slowness in construction of a
needed warehouse hurt the lasa project. In Albay and Catandu-
anes, field support for the local offices for the LRM. project
were provided with SPF funds. Although these monitoring expenses
were approved by NEDA, the team feels these were essentially
administrative expenses and should not have been included in the
SPF category, which was designed for other purposes.

Finding: 47.9 percent of the SPF funds have been spent
on road projects that provide economic benefits coming
from increased market access and decreased reliance on
middle men.

Conclusion: There is potential for income-generating
impact from the SPF-financed subprojects, although it
cannot now be quantified.

Finding: 17.5 percent of the SPF funds have been spent
on water supply projects which provide social benefits
from improved health.

Conclusion: There are potential health benefits gener-
ated by the LRM project, even though in some cases the
beneficiaries were not involved in their choice. To
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the extent that improved health increases the work
potential among beneficiaries, there may also be eco-
nomic impact.

Finding: Most of the SPF projects have only recently
been completed or are still ongoing.

Conclusion: It is too early to judge the sustainability
of SPF projects.

Finding: Many of the SPF projects have been planned at
the provincial level, including two for administrative
support.

Finding: Provincial planners have not sought the
opinion of local community groups or municipalities
during decision-making for SPF projects. It is not
clear that they knew they were supposed to seek
beneficiary input.

Conclusion: Beneficiaries, even some municipalities,
have had minimal say in the development of SPF-funded
projects, which was contrary to project design, and the
usefulness of the learning process.

Finding: Even when planned at the provincial level, SPF
projects have sometimes delivered needed services to
the rural poor.

Conclusion: SPF projects have sometimes aimed at pover-
ty alleviation, but the more they tend to be unilater-
aly determined at the provincial level, the less likely
this seems to be the case.

Finding: When SPF funds have been used for income-gen-
erating activities, the results have been disappoint-
ing.

Conclusion: If there is minimal involvement of benefi-
ciaries early in the planning process, then the best
use of SPF funds is for small-scale infrastructure
activities.

Finding: SPF projects create only temporary employment.

Conclusion: This type of project does not generate any
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sustained new employment benefits.

Finding: Using beneficiary labor in implementing SPF
projects has resulted in some modest technology trans-
fears.

Conclusion: Some SPF projects are appropriate vehicles
for lower-level technology transfer-

Community Project Fund Projects [CPF]

Phase I

The original Project Paper (p. 37] called for the financing
of small local activities with costs of up to P120,000. These
activities were to result from local organizations worked, man-
aged, and implemented by the beneficiaries. The project paper
anticipated that funding would initially be for small-scale
infrastructure, moving toward income and employment generating
activities.

In reality, the CPF projects from the very beginning started
out as income-generating activities [See Appendix G, Tables 5
through 10]. Furthermore, the average amount of financing for
project is P51,499, well within the P120,000 originally discusse-
d. The team should note, however, that some of these projects
actually provide funding for many smaller activities within the
community association. Others have large fund disbursements,
such [among others] as the broom-making project for Catanduanes,
which received funds totaling P316,350.

It should be noted that Santo Domingo municipality, Albay,
which the team visited, received no CPF funding for subprojects,
although other municipalities in that province did. It is the
understanding of the team that IIRR, the PVO for Albay, funded
those subprojects from its own and German resources.

Appropriateness of CPF Project Selection for Target Groups

The team found that CPF projects, in general, improve the
methods of pursuing existing activities of community association
members. The most typical example is the activities of tenant
rice farmers. Often, these associations used CPF funds as a
revolving fund for buying farm inputs. Fishermen also availed of
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CPF funds to up-grade their equipment and purchase new boats.

Finding: CPF funds were used to fund activities that
augmented the primary occupation of beneficiaries.

Conclusion: The CPF funds were used in ways that were
responsive to the needs of the rural poor.

Income Generation

Many activities funded by the CPF have resulted in increased
income for beneficiaries. The extent of this effect is hard to
measure given the available information. The evaluation team
observed, however, indicators of increased incomes at first hand
in several instances (See Case Study 2, Appendix H]. Tenant rice
farmers who set up farmer cooperatives reported increased yields
and average monthly in-comes that climbed from P400 before the
project to P1,000 after it. One community association, which has
been running a CPF-type sari-sari store since 1986 [funded first
by the municipality to test the group's capacity], reported
regular profits that are used for capital buildup of the group's
resources and for distribution to group members. Another in
Albay (based on the LRM model but funded by IIRR], borrowed
P34,000 in three installments, and has paid off all but P7,000
and all its members [all women] have agreed to reinvest their
profits in the enterprise. ks Dr. Porio sites in her report,
other evidence of increase income is the fact that group member-
ships have been increasing in many areas. This is probably the
surest indicator that there is something concrete, (such as
increased income] to be gained from being in the association.

There are several reasons why in a few cases groups have not
increased their income. First, all of the project areas are
prone to natural disasters, in particular typhoons and droughts.
In some cases, crops were destroyed by draughts; in others, fish-
ing equipment was lost to typhoons. The problem of natural dis-
asters is ubiquitous. Second, in a relatively few areas, money
was misused, taken by unscrupulous group leaders, or inappropri-
ately lent to outsiders for apparent social reasons.

Finding: Community associations often report increased
incomes from CPF-funded projects.

Conclusion: The CPF fund has frequently increased the
incomes of targeted poverty groups.
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Types of Projects Funded

The CPF-funded projects that we have observed followed one
of two models. The first is the credit cooperative. Community
associations loan money to individual members for their own pro-
jects, such as hog fattening, sari-sari stores, or the purchase
of farm inputs [See Case Study 3, Appendix H). The members are
than responsible for paying their loans back to the group. The
other model is the group enterprise. Here all group members
participate in the same activity [See Case Study 4, Appendix H].
Joint ownership of a fishing boat and fishing equipment is the
best example. Group members are jointly responsible for repay-
ment of the loan.

In her report on LRM subprojects, Dr. Porio has cited sev-
eral examples of group enterprises that have been unsuccessful.
Usually the reason is that no one feels responsible for the loan
except the association officers. Members are reluctant, there-
fore, to give their time and resources for equipment maintenance.
In other cases, group members felt group-owned equipment was for
their personal use, thus undermining group activities. The broom
making project on Catanduanes is another example of a group
enterprise that had difficulties, although its problems were due
to delays in disbursement of funds.

On the other hand, small loans to individuals spread the
risk. They also give greater opportunities to individual entre-
preneurs. The disadvantage of this system is the difficulty that
community groups have in identifying entrepreneurs and prohibit-
ing individuals who may use the funds for non-productive purposes
from taking loans, a generic problem in small-scale rural credit.

Finding: Two models of community organizations exist
for the use of CPF funds: group enterprise and individ-
ual loans.

Conclusion: Although we do not yet have enough informa-
tion to draw decisive conclusions, it appears that
individual loans are the more efficient business
system, perhaps because they rely less on group cohe-
sion.

Beneficiary Participation in CPF Subproject Planning

Although it was obvious that beneficiaries were gaining
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income from the CPF-funded subprojects, it was less clear how
they participated in planning the projects. In pilot provinces,
the team often saw identical projects being implemented by all of
the community organizations. For example, in the three pilot
municipalities in Capiz, every barangay with farmers had a hog
fattening project, a sari-sari store, and a rice production pro-
ject. When, however, the team questioned community association
members, PVO field workers, and municipal officials about this,
they all claimed that the beneficiaries had selected their own
projects. What the team may have observed is a "menu-selection"
process, where beneficiaries are presented by the PVO organizers
with a list of projects suited for the resource base available to
them, and than select the projects which they find most interest-
ing. This may be an acceptable practice insofar as the organiz-
ers are sensitive to local needs, and the menu can be appropri-
ately adjusted.

Finding: Beneficiaries were not always the originators
of CPF project ideas, as defined in the original plan.

Conclusion: In cases where a broad, appropriate "menu"
of projects was presented to beneficiaries for their
discussion and selection, the involvement process was
working satisfactorily.

Sustainability of CPF Subprojects

Sustainability is a good measure of the impact that subpro-
jects have had on beneficiaries. Most CPF-funded projects were
not financed until mid-1986, however, for reasons discussed
elsewhere. Thus it is still early to draw conclusive evidence
about sustainability.. The evaluation team observed that all of
the community associations it visited were still active and all
still had funds, although in some cases membership fluctuated
both up and down. Some of these groups were formed as early as
1986. Funds within the groups had been through several rounds of
lending.

The team observed an example of a successful association in
Sigma, Capiz, in the barangay of Mianay. The group has been in
existence since 1985. It ran a sari-sari store that had been in
operation for four years. It currently has assets of P27,000.
The carabaos purchased in 1988 with a CPF loan are alive and
breeding, although-some piglets died from lack of inoculations by
the line agency. Members borrowing for purchases of inputs for
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rice farming are also current on their repayments and are report-
ing higher yields. This group's experiences are representative
of community associations that have been successful. They are
indicative of economic activities which are sustainable over
time.

In Albay, the team visited several CPF projects [the techni-
cal assistance came from LRM, the project costs from German
sources] that were still active after five years, the "interest
groups" had been merged into Barangay cooperatives, and those
into municipal cooperatives.

The team also observed community associations where subpro-
jects funded by the group have failed. Several reasons can ac-
count for this. For example, in the case of another sari-sari
store, under what may have been social pressures the store pro-
vided too much credit to selected individuals, thus eating up
inventory and capital. According to the report of Dr. Porio,
this is a common cause of subproject failure, particularly in
areas prone to natural disasters which can decimate a family's
livelihood and among people so poor that they are not able to
meet their subsistence needs. Another reason cited for failures
is poor group management without open communications regarding
management of group funds.

Finding: In many cases, CPF subprojects have not been
in existence long enough for the team to pass judge-
ment their sustainability.In groups that have received
funding for at least four years, however, most projects
are still ongoing.

Conclusion: Most CPF subprojects seem sustainable.
When and where they fail it seems because of poor
management within the group and pressing subsistence
needs among group members or relatives. The degree to
which sustainability is dependent on continuing techni-
cal assistance from PVOs is unknown.

Employment Generation

There have been few jobs generated from CPF subproject
activities, an incidental cbjective. Some of the examples the
team found were: a few clerks in sari-sari stores, workers in
basket-weaving projects, and temporary workers for small infra-
structure projects. In general, however, CPF subprojects tended
rather to reduce the underemployment of beneficiaries. They also
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provided inouts which increased the efficiency of existing labor.

FindIng: CPF subprojects tend to create few new jobs.

Conclusion: Employment creation is not a realistic goal
for this type of project.

Repayment Rates

There are two types of repayment rates that are of interest
to us in this project. The first is the rate of repayment of
community associations to the PVO lenders. The second is the
rate of repayment of individuals who borrow from the community
associations.

Although we have no systematic data for individual repayment
rates to the community associations, we do have information on
the repayment rates of community associations to the PVOs [See
Table 11,Appendix G1. According to the general credit guidelines
for PVOs put out by NEDA, all loans must be repaid to the PVO
within 3 years of the borrowing date. Therefore, any outstanding
amount of principle still owed after the three years has expired
is overdue. With this criterion as a measure, for loans made in
1985 and 1986, only 20.0 percent of principal has been repaid,
leaving 80.0 percent as still outstanding. In Albay, IIRR repor-
ted repayment rates of 14 percent, but noted that the repayment
of Masagana 99 [agricultural] loans to government by more af-
fluent farmers was the same as the LRM loans. Now, after cooper-
atives have been formed, they say rates are 60-85 percent.

Although on the surface this rate seems indicative of major
project mismanagement and failure, the team does not think it
should be interpreted in that way for several reasons. First,
some groups have been making regular interest payments even
though they have not paid back much principle. Second, many of
the groups which had been making regular payments on time have
been seriously effected by recent typhoons and draught. Third,
even though some groups have the funds for repayment, they have
no incentive. One group withheld repayments to buy palay. The
team observed in Capiz that any community association that pays
back its loan is not able to take out another loan. The funds
are instead loaned to newly formed groups. The team understands
the motivation for this approach, which is one of regional equi-
ty, but it is destructive both of repayments and sustainability.
Since groups will lose access to the funds once they are repaid,
there is no incentive for repayment. Based on the information
available, the team is not able to determine whether or not this
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is a general rule throughout pilot provinces. The fault here may
have been in project design.

Finding: Most community associations are still opera-
tional and still have funds.

Finding: Rates of repayment to principle are low on
loans that have been outstanding for 4 to 5 years.

Finding: In some cases community organizations are not
eligible for repeat borrowing.

Conclusion: The existing system may not give enough in-
centive for loan repayment, and may be destructive of
barangay organizational sustainability.

Empowerment

A final area of impact which applies to SPF and CPF projects
is political empowerment [See Case Studies 5 and 6]. Although it
is not an impact that can be measured empirically, it does have
great socio-economic implications for beneficiaries who experi-
ence it. By joining together as a group, the rural poor have a
much stronger voice than they do as individuals. An excellent
example of this is the fishermen's association in Lat-asan baran-
gay in Capiz. The 100 families were about to be forced out of
their homes by the new owner of the land on which they lived.
Their community organizer was able to help them fight legally to
stay in their homes. They won the battle. Other examples of
benefits which accrued to beneficiaries working together exist.
In Antique, a newly formed group was able to obtain a government
contract for bangus frys, giving them economic and political
power in their community. In another case, one group protested
subproject directly to NEDA in Manila, which forwarded the com-
plaint to the province. After demonstrations, the people prevai-
led. Also, community groups have more influence with politicians
at the provincial and local levels, and it was part of the design
to link the beneficiaries with the decision-making and planning
processes of local governments. The project was furtunate that
the political climate changed to encourage such empowerment.

Finding: Community associations have appropriately been
used for activities not related to economics.

Conclusion: Empowerment of beneficiaries is an impor-
tant impact of the LRM project.

27



CPF Projects: Phase II

The project paper supplement calls for the CPF to fund bene-
ficiary-initiated livelihood subprojects that are financially and
economically viable.

To date, few CPF subprojects have been funded under Phase
II. Most of the PVOs in expansion provinces, however, have deve-
loped indicative lists of projects that they will fund. The
types of projects which they have developed are given in Table
10, Appendix G.

On the surface, most of these projects seem to fall within
the definition in the Project Paper Supplement. When the team
examined the records more closely, however, it found that the
proposals for the projects for Iloilo and Masbate have some of
the same potential problems that occurred in projects implemented.
in Phase I. Most notable is the continued use of group enter-
prises. A barangay in Iloilo has developed a group fishing
project that is almost identical to a project which failed in
Eastern Samar three years ago. No safeguards have been built in
to try to avoid problems of misappropriation of funds and equip-
ment, or even for the settlement of disputes. Also, in Iloilo,
the evaluation team saw a plan for a seaweed plantation group
enterprise which was highly technical, another problem with group
enterprise projects in Phase I. It is evident that there is
little cross-learning from earlier problems, either among the
PVOs or the regional project managers.

As in Phase I, we see evidence of the "menu selection" me-
thod of project design where the PVO presents a list of appro-
priate projects and the community group selects one for implemen-
tation. In some cases, it was hard to tell exactly how much
involvement the beneficiary groups had in the project idea selec-
tion.

Finding: Some of the same mistakes in project develop-
ment in Phase I are being repeated during Phase II.

Conclusion: There is no effective mechanism for com-
municating lessons learned from one PVO to another, and
project managers are not playing that critical role.
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B. COMMUNITY ORGANIZATION AND THE ROLE OF PRIVATE
AND VOLUNTARY ORGANIZATIONS

The Changing PVO Role in the Philippines

The Philippines has long had a tradition of local self and
mutual-help associations. No other country in Asia, however, has
witnessed the proliferation of the PVO community at various le-
vels as has this nation. There are said to be over 20,000 PVOs
in the country, of which some 200 are "developmental," i.e., en-
gaged in work beyond relief and education.

The expansion of the PVO community probably has its roots in
a variety of factors, both positive and negative. The tradition-
al mutual aid groups at the village level, and the strong influ-
ence of the American civic and PVO models have probably been
factors or models, as have more negative influences: the increas-
ing politization of the bureaucracy, and the general inability
through rigidity or indifference of the public sector effectively
to deliver adequate services to the public, especially in rural
or more remote regions. The Philippine PVO is thus in part a
counterpoise to governmental inefficiency or incapacity.

With the formation of the Aquino government in 1986, the
PVOs took on a new saliency. The new Constitution encourages
participation on non-governmental community-based and sectoral or
functional groupings. They are included as part of the Medium-
Term Development Plan (1986-1992], and they play a vital role in
regional councils of government, where they will provide a force
for "transparency," openness and honesty in governmental deci-
sions. The policy of the administration was to focus on poverty
alleviation, a theme compatible with PVO interests.

As the government has come to rely more on such groups,
which because of flexibility of operations and pay scales could
attract talented individuals, the availability of government and
in some cases foreign support and assistance has nurtured their
growth. The most striking change has been the growth of regional
or provincial PVOs, the roles of which in this project are vital
and are likely to continue long beyond the project's termination.

The PVOs in the Local Resource Management Project

This project was conceived as a tripartite partnership among
the local governments, the PVOs--first at a national and then at
a local level, and the beneficiaries. The PVO component was a
strong element of the American experience, and is specifically
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included in the Foreign Assistance Act. The PVOs had major ad-
vantages over local governments. They were flexible, had the
capacity to work at lower levels, employed a philosophy of bot-
tom-up planning, were interested in non-political local organiza-
tional work, and had a tendency to keep equity concerns para-
mount. In 1982, when this project was approved, the Philippines
government was not yet organizationally prepared to work with
apolitical private groups except as encouraged by foreign donors,
both public and private. At that time, the project was leading
the society.

Following the initial period of training covered by the
Development Academy of the Philippines (see Section IID, Project
Management for a discussion of their involvement], training and
technical assistance were initially contracted to four national
PVOs, each of which brought its own operating philosophy to the
tasks of training beneficiaries and sensitizing governments at
all levels to the needs.

These were: the Philippines Business for Social Progress
[PBSP], which contracted to work in Antique, Capiz, Southern
Leyte, and Eastern Samar; the International Institute for Rural
Reconstruction [IIRR] in Albay; the Ilaw International for Caten-
duanes; and the University of the Philippines, Los Banos, Develo-
pment Foundation for Leyte. Since that time, NEDA declined to
renew the contracts of two of these PVOs (PBSP and IIRR] for
various reasons not directly related to this evaluation.

A total of 15 organizations were contracted at various
points in the project at a total contract cost of P 29,062,995.
This cost represents technical assistance for community organiz-
ing and training of local governments. A total of 192 community
associations were organized with a total membership of 7,706
direct beneficiaries, although it must be noted that not all
members of any community group were direct recipients of CPF
loans. This means a direct cost of about P 3,800 per beneficiary
spent over an average period of 4 years. This per capita esti-
mate would be lower if costs associated with training the local
government staff (the intermediaries] were included; that is,
within the same overall costs more were trained.

In Phase II, community organization, technical assistance
and training for expansion provinces included technical resource
groups, e.g. consulting firms, as well as PVOs. This shift was
to expand the technical assistance component from purely organiz-
ing community organizations to include training of the local
governments.
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The evaluation team noted differences in training approaches
and the'development or organizational capacities of the contract-
ed PVOs and consulting firms. Without further evidence it is
impossible as this point to make judgments as to their effec-
tiveness, because the time of actual operations was relatively
short, and each approached the organizational mode differently.

Although the Development Academy of the Philippines was to
train 5,000 people at all the local government levels in Phase I
of the project, in Phase II the contractors were to train an
additional 15,000 at all levels including the beneficiary groups.

The team observed that in a number of instances local gove-
rnments have started organizing target beneficiary groups on
their own efforts. They have hired community organizers out of
their own budgets for expansion work. This was true in the
municipalities of Panay and Dumarao [Capiz]. In addition, these
municipalities including Sigma have also established funds simil-
ar to the Community Project Fund from their municipal development
budgets. Yearly allocations are being made to fund training and
identified livelihood activities of the expansion barangays not
covered by the project. In addition, Albay will fund P.1.2
million in projects in 1991 from its own funds.

In all of the municipalities visited in Capiz, Iloilo, and
Albay, the municipalities were adopting the PVO bottom-up ap-
proach to programming. The Barangay Development Councils and the
Municipal Development Councils, where the poverty groups are
represented, have been reactivated as a result of the LRM Pro-
ject.

In general, although the effectiveness of the individual
PVOs seemed to vary, the general impression is one of effective
training and organizational activities. The issue of credit,
treated separately in Appendix J, is a special case where PVO
capacities were not equal to the need, and where project managers
did not pay sufficient attention to the problems.

Since the national PVOs were not expected to remain indefi-
nitely at the community level, the local operation of training
and management of credit funds were to be passed on to a local
group [either a PVO or a federation of the target beneficiaries
organized for this purpose]. The active participation of local
PVOS in Phase II illustrates that the project has in part
achieved this objective because consulting firms are also includ-
ed in that process.
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The PVOs that filled the gap vacated by PBSP were the pro-
vincial development foundations organized and assisted by PBSP in
Phase I. These are: the Capiz Development Foundation, Antique
Development Foundation, and Eastern Samar Development Foundation.
The shift from the national PVOs also marked the entry of local
PVOs as contractors: the Kahublagan Sang Panimalay [KSP] in
Iloilo, VICTO in Negros Occidental, Rural Systems Development
Foundation and the UNEP-Bicol Small Business Institute in Albay
and the Antique Federation of Credit Unions in Antique.

The evaluation team, however, notes the newness and inexpe-
rience of local PVOs in undertaking the tasks in this phase-out
strategy. PVOs staffed with government employees directly or
indirectly associated with the LRM project are starting to emerg-
e. These types of PVOs, even when established with altruistic
motives to ensure the continuity of the LRM Process in the munic-
ipalities, may not be institutionally sustainable given their
youth, lack of financial resource bases, and inexperience in
community organization and management of credit funds.

Finding: PVO direct costs in assisting the poverty
groups and enhancing the capabilities of the local
governments is approximately P3,800 per beneficiary
over an average period of 4 years.

Finding: Local or provincial-based PVOs with demon-
strated capabilities could be harnessed by a national
PVO to participate actively in national development
programs.

Finding: Barangays and municipal development councils
were reactivated and have been "sensitized" to the
needs of the poor.

Finding: The municipalities realize the need to
tap/allocate CPF type funds to assist effectively poor
communities.

Conclusion: PVOs could play a central role in imple-
menting national development programs at the local
level and could affect positive working relationships
with provincial and municipal governments.

Conclusion: Selected Philippine national PVOs have the
capacity to develop local or provincial PVOs to partic-
ipate in development programs.
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Strategies of Community Organization

Specific poverty groups identified as LRM beneficiaries
consisted of marginal upland farmers, sustenance fishermen, and
landless workers. The PVO community organization efforts focused
on these groups, but each had a separate organizational approach
to group formation and training (See Appendix I]. The PBSP
targeted core poverty groups, the IIRR believed in assisting
interest groups, and the Ilaw worked through the community.

Generally, each of the PVOs went through the following
process in community organizing: orientation on the LRM Project
among the project actors; coalition building through further
orientation, training and workshops; data gathering, validation
and analysis of the target beneficiaries; group formation and
leadership selection; and project implementation and monitoring.
During the process, a series of training, workshops and meetings
were conducted.

A review of the training courses showed heavy emphasis on
organizational dynamics and project management. Training on
small business and credit management were not given as much
emphasis as required, considering that the community project fund
was for livelihood activities.

We have very meager evidence in this project of the extent
of involvement of organized groups with projects in the communi-
ties was largely due to the approach made by the PVO. Some
believe that groups organized involving the community and the
family are more active in social projects and have performed
advocacy roles with the local government, while "loan induced"
groups tend to focus organizational efforts on managing the
credit funds and/or their economic activities. Others might
disagree, but the short duration of these groups and the lack of
an experimental model and an information system supporting it all
indicate we just cannot tell from this project alone.

The different approaches used, however, did not negate the
overall relative success of the PVOs in organizing the poverty
groups and making them participate in the local planning and
development process. It is too early to judge their sustain-
ability.

Observations and data on Region VI revealed the following:

Poverty groups organized in isolation of the community could
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derail future activities that would require the involvement
of the whole community, but that might undercut poverty
alleviation strategies;

The poor do not want to be called "poorest of the poor," and
are generally skeptical of programs directly focused on
them;

Building institutional capability among the poor takes time
and requires major organizational efforts and training;

To address directly the needs of the poor, structural causes
of why they are poor~also have to be addressed at the same
time.

Finding: Local government, more specifically the munic-
ipalities have recognized the need for organizing the
poor to enable them to participate in the local plan-
ning and development process.

Finding: Through the LRM process and PVO interventions,
Barangay and Municipal Development Councils were acti-
vated.

Finding: Top down planning of development programs by
national line agencies undermined LRM efforts to reori-
ent rural planning and development efforts towards
poverty group-focused planning and participatory devel-
opment.

Conclusion: Poverty groups can be organized based on a
common need other than economic, and such organized and
empowered group could actually get the attention of
local government officials and other line agencies for
delivery of basic services, but their relative success
compared to other organizational methods is uncertain.

Conclusion: The sustainability of some of the benefi-
ciary groups organized under the LRM intervention are
hinged on the performance of their livelihood projects
and the availability of credit funds.

Conclusion: Efforts that seek to organize poverty
groups should include programs that help them meet
their economic requirements.

Conclusion: Community organization efforts should
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install follow-up and monitoring activities after the
project has phased out to learn from the process and to
gauge sustainability.

The PVO-Local Government Linkage

There have been three types of links between the PVOs and
local governments: directly with the NEDA regional offices,
indirectly with the provincial and municipal governments includ-
ing the barangay development councils as clients, and with the
national line agencies as a technical resource.

Based on field observations made in Capiz, Iloilo, and
Albay, the PVOs have to a certain degree made the provincial and
municipal level government officials subscribe to the participa-
tory planning approach involving poverty groups.

In the area of planning, the LRM has established lines of
communications and operation between the community organizations
and the local government units. As a result of the project,
Municipal and Barangay Development Councils have been reactivated
with community organizations represented on the councils. In
provinces such as Capiz, Antique, Southern Leyte and Catanduanes,
the beneficiaries are also represented in the Provincial Develop-
ment Council. This provides avenues for the poverty groups to
participate in and influence the local planning process on an
institutionalized basis.

Although the majority of the provincial and municipal gove-
-rnments in the LRM project sites have "bought in" to the LRM pro-
cess, the national line agencies have been virtually ignored in
planning although they are included in the provincial and munici-
pal councils. Programs are implemented by these line agencies
based on priorities and directives from their national offices
with little or no consideration of the priorities and resource
base of the poverty groups in the area and the local development
plan.

Although line agencies functioned as technical resourc-
es to projects, they were not major actors in project design nor
in the implementation process. The LRM by virtue of default in
project design has failed to recognize the role of the national
line agencies in the people-centered planning process, and have
not made an impact on the national line agencies.

In a period of scarce resource allocation, some municipal
governments have demonstrated their commitment to the LRM process
by allocating municipal resources to expand the project in other
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barangays. Since the municipal resources are limited, the amoun-ts allocated are quite minimal compared to the demand. This is,however, viewed as a positive step towards getting the localgovernments to allocate resources specifically to the needs ofthe poor. This is further demonstrated by municipal governmentshiring their own community organizers in Panay and Dumarao.

The PVOs and the Community Project Fund

The late 70's and early 80's marked a significant change iithe traditional roles of the PVOs. The dismal economic growthduring that period and the increasing inability of existing
government structures and financial institutions to respond tothe needs of the rural poor in coping with their poverty, provid-ed the PVOs no alternative but to implement programs to improvethe incomes of their beneficiaries. With this new role, the PVOsbecame "community bankers" in the process, whether they were
institutionally capable or not.

The new role that they had to perform over and above theirregular programs was reinforced by donor agencies such as USAID,
which provided funds to PVOs for income generating programs. Tha
LRM Community Project Fund (CPF) is an example.

As of June 15, 1990, P 21,728,297 CPF funds has been prog-
rammed for allocation and a total of P 11,560,165 had been relea-
sed to 192 community organizations with a total membership of7,706, although only about half have been involved in the CPF.

Although the CPF is bound to provide the most tangibleimpact of the LRM Project, the evaluation team observed that verylittle attention was given by the project managers in the admin-
istration of the CPF as a loan fund in support of the livelihood
activities of the beneficiaries.

The evaluation team observed the following deficiencies:

Criteria set for borrowers: the standards set for borrowers
made all the members of the beneficiary groups eligible forloans. Even though generalized criteria were established,
they were not able to screen out beneficiaries who were not
capable of managing their proposed livelihood activities and
those who were credit risks. One of the manifestation of
this weakness is the low average repayment rate of 35% as in
Capiz.

Project selection: in the study of the feasibility of the

36



projects identified by the beneficiaries, their capability
to manage the project was overlooked. Some projects were
technically complicated and/or relatively costly, i.e.,
group-owned enterprises such as trawl fishing, seaweed
production, and seed production.

Approval process: regardless of the amount being borrowed,
the length of time involved before release of funds from the
PVOs takes no less than a month to process [in one PVO.the
application would take at least 45 days to process]. It
takes time for the application to move from the barangay to
the municipal and the PVO levels.

Training of beneficiaries: many of the beneficiaries are
engaging for the first time in the projects they have se-
lected. Training in small business management is therefore
required. However, training concentrated on project feasi-
bility study preparation and organizational work, with less
attention to business needs.

Interest rates: although the project paper states that the
USAID Intermediate Credit Policy will be used as a guideline
in setting interest rates for borrowers, some PVOs were
lending at interest rates [12 - 15 percent], which are below
market rates. Since interest rates were to be established
by the PVO based on the USAID-approved manual, NEDA believes
USAID was aware of any outstanding issues. Interest rates
has been the bone of contention in the LRM PVO conferences
where there was a general feeling that giving market inter-
est rates to the poor contravenes the project intention of
helping the poor.

Sustainability of the CPF: as interest rates were below
market rates, and did not provide spread for possible loss-
es, the community project fund has been decapitalized since
1987, when the CPF really began to function.

Phase out mechanism for the CPF: the PVOs have been con-
tracted to manage the CPF. Their contracts, however, are
soon to expire and some have contracts that have already
done so. The mechanism for the turnover of the funds to a
local PVO, a federation, or the provincial government has
not generally been established [although Cataduanes does
have a system, the regulations for which the team saw, and
other provinces the team did not visit are also said to have
such plans]. As an example, the Capiz Development Foundation
contract expired in April of 1990. They are still holding

37



the funds as the mechanism tor transferring the funds to the
Provincial Federation of the Community Organizations have
not been authorized.

Municipal development funds: although some municipal govern-
ments have allocated funds for CPF type activities, mecha-
nisms for implementation are patterned on the existing CPF
guidelines, and thus are bound to have the same weaknesses.

The PVOs, in spite of the above weaknesses, could be
effective vehicles for channelling credit funds to the poor.
However, as this is a relatively new role for them, project
management should provide them enough training and guidance
through establishing linkage with national line agencies and PVOs
which have developed a good track record in managing income
generating programs.

Finding: Loan administration of the CPF varlea among
the PVOs contracted. Some established the CPF as
community revolving fund where the community groups
borrowed from the PVO for re-lending purposes to its
members; some lent to specific group activities. Both
approaches showed low repayment rates.

Finding: Interest rates to the beneficiaries generally
did not follow the USAID Intermediate Policy Guide-
lines.

Finding: Community Project Fund has been decapitalized
over the project period.

Finding: Project feasibility studies made overlooked
the management capability of the beneficiaries to
manage their proposed livelihood projects.

Finding: There is no mechanism for municipal government
to monitor CPF funds and projects of beneficiaries, al-
though they are encouraged to do so.

Finding: Guidelines on repayment were not related to
the type of economic activities funded.

Finding: The team found one phase out mechanism
[Cataduanes] for PVOs contracted to manage the CPF and
transfer responsibility to a Federation or local PVO,
although others are said to be in place in provinces
not visited.
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Finding: Municipal development funds for livelihood
have no mechanisms and guidelines in place.

Conclusion: Through the PVO-local government linkage,
mechanisms in institutionalizing the LRM Process at the
municipal levels are starting to be in place i.e.
municipalities hiring local organizers; appropriations
being made from municipal development fund for CPF type
activities.

Conclusion: The poor have to be organized in getting
them into the mainstream of local planning and develop-
ment process.

Conclusion: The LRM failed to recognize the role of
national line agencies in rural planning and develop-
ment efforts towards poverty groups thus lost an oppor-
tunity to affect on a macro-level national government
planning process.

Conclusion: Empowerment of poverty groups to decide
their own destinies and get basic services from the
government could be the project's most important con-
tribution.

Conclusion: It has increasingly become evident that the
most important and tangible intervention in the LRM
Process is the availability of the Community Project
Fund.

Conclusion: Generally, the PVOs lacked sufficient
institutional capacity in administering the Community
Project Fund and lacked technical ahd management capa-
bility for income generating programs.

C. DECENTRALIZATION & PARTICIPATION:
THE PROSPECTS FOR INSTITUTIONALIZATION

Earlier reference has been made to the fact that decentral-
ization is a relatively recent theme in the Philippines and that
it has been more honored in speech than in practice. There are
more than one operational referent for the concept. The notion
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of decentralization embodied in the design of LRM entails the
devolution of power, authority and responsibility for the identi-
fication, planning and implementation of local development ac-
tivities by institutional actors at barangay, municipal, pro-
vincial and regional levels. Over time the Project has also
shown a clear bias in favor of devolution to increasingly lower
institutional levels as capacity and experience are enhanced.
This model of decentralization needs to be differentiated from
the more common bureaucratic policy and practice of "deconcentra-
tion" whereby the devolution of responsibility for the planning
and implementation of development activities to sub-national
institutions is matched by only limited latitude to influence the
determination of target locations and populations or the content
of those development activities.

The LRM process is intended to devolve both authority and
responsibility and to match that devolution with the increased
capacity of localized actors and institutions to identify and
effectuate development interventions that are appropriate to
local needs and conditions. The LRM approach further posits that
the successful identification of local interventions can only be
guaranteed by the involvement of target beneficiaries throughout
the process. The demonstrated success of this approach is in-
tended to result in its widespread emulation and extension to
activities derived from other funding sources. The access of
local government units to funding sources that are both appro-
priate and sufficient for this type of replication and expansion,
however, remains one of the most serious constraints. It is this
characteristic .of the policy and political environment that
dictates that LRM develop and perfect models which will combine
the desired benefits of decentralization--in particular, bottom-
up planning and popular participation--with the fiscal dictates
of top-down approaches imposed by centralized sources of funding.

For purposes of this evaluation it has been necessary to
assess the nature and extent of institutional decentralization at
the national, regional, provincial, municipal and barangay levels
and how the flow of recent Philippine political history has
changed--and continues to change--that configuration over the
life of the project. At each of these levels there is need for
examination of the roles of multiple institutional actors and
determination of the extent and effect of their involvement in
LRM. It has been necessary to identify and document complex
interactions at each of those operational levels amt ig the fol-
lowing phenomena:
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More or less routine development functions that have been
devolved to specific institutional actors (both political
and administrative) at each level [it is important to note
that this situation has been, and continues, evolving over
the life of the Project];

Those LRM roles and functions that have been assigned at
each level and the extent to which they conform, conflict or
expand upon the routine roles and functions above; and

As the LRM winds down in specific locations, the extent to
which targets, objectives and procedures are integrated into
routine policies, programs and activities. [It may be
equally or even more important to note the rcasons for the
failure or neglect of such integration if it helps us to
identify constraints which must be overcome.]

To the extent that LRM has fostered a process of decentral-
ized development that is based on popular participation, the
various steps in that process which have required investigation
can be identified as:

Policy formulation and review that forms the basis for
the establishment of procedures for initiating and
continuing the decentralization process at each succes-
sive level of local governance, both internal and
external to LRM;

The identification of appropriate target locations and
groups to participate in pilot or expansion activities
in accordance with the specific dictates of the program
or activity being considered (in this case, the poverty
focus of LRM);

Expansion and enhancement of involvement in the identi-
fication of complex interactions among underutilized
resources and problems encountered in enhancing such
utilization, the resolution of which might form the
basis for local development interventions;

Inventory, tabulation and prioritization of local
development problems and prospects that, taken col-
lectively, represents a statement of local development
strategy and, only secondarily, constitutes a list of
discrete project interventions in search of funding;
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Review, modification and consolidation of the resulting
strategies and project designs at successive levels to
guarantee technical and financial feasibility both in
implementation and in projected impact and benefits;
[In this instance the differences between SPF and CPF
activities may be significant or may have changed
substantially between Phases I and II of the Project]

Establishment of administrative, technical and finan-
cial implementation procedures, timetables and task
assignments and methods for tracking adherence and
identifying problems and constraints; and

Assignment of specific responsibilities for reporting,
trouble-shooting, monitoring and evaluation of imple-
mentation performance and impact, as well as the main-
tenance and continuation of inputs and benefits follow-
ing completion.

The various stages of this process in this project can be
segmented to include the following basis for discussion: Program
Preparation and Institutional Structuring; Funding Allocations,
Design and Project Planning; Program and Project Implementation;
and Monitoring, Evaluation and Maintenance.

Program Preparation and Institutional Structuring

In the initial design and preparation for operational activ-
ities under the LRM USAID and the GOP were faced with operational
decisions on the nature and extent of decentralizations to be
embodied in the Project which are related to the issues of: (1]
the appropriate local government level to be made the operational
focus of the project; and (2] the project management structure
and institution or institutions to be assigned management respon-
sibility.

Choice of Strategic Focus on Local Government Level

USAID views the LRM as a continuation of efforts that it
initiated in the 1960's and has continued in a succession of
projects which have fostered institutions and procedures for
local government development efforts. Over the course of this
involvement USAID has gained considerable experience and knowl-
edge of the organizational structure and capacity of local gover-
nment at regional, provincial and municipal levels. The Evalua-
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tion Team observed, in particular, during field visits in Region
VI that a number of respondents at regional, provincial and
municipal levels pointed to their prior experience with a range
of USAID projects -- e.g. SPREAD, PDAP, RPTA and Rainfed Resour-
ces Development Project -- as a source of considerable experience
and training which has assisted them in the implementation of
LRM.

Whereas most of the earlier USAID efforts had concentrated
on institution-building or infrastructural development, the LRM
was seen as breaking relatively new ground with its emphasis on
poverty alleviation, livelihood activities, provision for popular
participation by the targeted poor and the involvement of PVO's
in assisting to mobilize the poor for self-help efforts. All of
these elements pointed to the need for a local government focus
as close to the rice roots of community organization as possible.
The decision not to place operational emphasis on the municipal-
ity was based on the judgement that the development staff at that
level was not yet sufficiently complete or experienced to assume
primary responsibility for LRM. However, the designers did
acknowledge that it was at this level where intimate knowledge of
local conditions and needs would be expected to be found. Refer-
ence was also made to the need to develop capacities at this
level under the Project and to leave open the possibility that
later phases of the Project would assign increased responsibility
to municipal actors.

The original Project Paper is unequivocal in its selection
of the provincial level as the focus of LRM attention, but, quite
accurately, points to the administrative burden of attempting to
manage the provision of such assistance directly. Although the
initial round of first phase target provinces was limited to
three, it was to be followed within months by an additional four
provinces and continue to build to a total of fifteen provinces
under the pilot. Even these numbers compare favorably with the
total seventy-two provinces which would be included if the effort
were to become nation-wide. It was, no doubt, this same calculus
that resulted in actions in the 1970's that brought about the
creation of development regions, the establishment of regional
line agency field organizations, the introduction of Regional
Development Councils and the establishment of NEDA Regional
Offices as full-time technical staff to the recently developed
councils.

To some extent, then, the choice of the provincial level as
primary focus rested on a compromise between the growth of regio-
nal institutional power and the paucity of institutional resour-
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ces at the municipal level. Recognizing the increased capacity
and institutional complexity at the regional level and the weak-
ness of those municipal actors who are in the best position to
recognize and respond to the needs of the rural poor, the choice
of the province for emphasis is also seen as a means of inter-
mediating between those levels. It is the province that can
mobilize and articulate the needs of the municipalities' poor
that can, in turn, be met by the resources that are increasingly
coming under the planning control of the Regional Development
Council. However, that is not to say that the province did not
possess advantages on its own merits. Experience with USAID
projects cited above--i.e. SPREAD, PDAP 5, etc.--as well as other
donor and GOP efforts had strengthened Provincial Development
Councils [PDC) and Provincial Development Staff (PDS]--later
reorganized and strengthened to become the Provincial Planning
and Development Office [PPDO]. Both PDAP and Rainfed Resources
Development Project had provided experience in the drafting of
provincial development strategies and annual investment plans
that were to become part of the LRM process (to be described
below). In addition, the provinces (because of the above fac-
tors] could use the LRM project more effectively, were a vertical
link between the regions and municipalities, a horizontal link to
the line agencies and can influence their budgets, and were more
convenient for LRM management to work with.

In a pilot activity that has come to encompass five Regions,
fifteen provinces, fifty municipalities and an undocumented num-
ber of barangay [probably 2-5 per municipality], it is not surpr-
ising that considerable variation in the relative role of actors
at each level might be observed. Contributing to this diversity
is the added dimension of time of entry into the Project. Al-
though the entry of regions points to a difference between Phases
I and II of the Project and the substantial redesign that was
undertaken in between, provinces may have entered in either Group
I or II of Phase I or in Phase II and municipalities might either
be part of activities in "new" Phase II provinces or expansion
municipalities in mature provinces. The resulting permutations
and combinations have been impossible to match with the Team's

25
5 It should be noted that PDAP refers to both an umbrella

project of the GOP and a set of USAID projects which were de-
signed and implemented to assist the GOP in furthering the goals
of local government capacity building which were the primary
focus of the umbrella project. Detailed information on USAID
predecessors and their linkage with LRM may be found in Appendix
C of the Original (1982) Project Paper.
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limited field time (see Appendix E on the Evaluation Methodol-
ogy], but the following impressionistic observations seem to be
supported by the limited data.

Finding: Project coverage has been essentially consis-
tent with the targets set for Phase II -- i.e. the
target of 5 regions was matched, the target of 14
provinces was exceeded by one and implementation to
date has been on target with 50 municipalities.
Finding: Where the Municipal Planning and Development
Office is reasonably well staffed and the Mayor takes
an active interest in LRM, there is considerable in-
volvement (both formally and informally] and support
for Project activities in spite of the relative inade-
quacy of formal mechanisms for such involvement.

Field visits to five municipalities in the Province of Capiz
pointed to considerable variation in knowledge of and involvement
in the Project on the part of municipal actors. Mayors and
Municipal Planning and Development Coordinators in all five
locations were well aware of the presence of LRM activities,
their nature and barangay locations, but expressed considerably
different opinions on their responsibilities for monitoring or
more active involvement.

The most activist stance was taken by a dynamic mayor and
his very capable Municipal Planning and Development Coordinator.
Their understanding and commitment to the LRM approach were
evidenced by the appointment of three municipal organizers and
the expansion of LRM livelihood activities to four barangay with
a combination of funds drawn from the 20 percent Internal Revenue
Allotment and matching funds which they had attracted from the
national Department of Trade and Industry. There is also a
healthy relationship developing here between the local government
and the PVO that has just completed its technical assistance
contract with LRM as indicated by the training received by the
three municipal organizers and discussion of opportunities for
further collaboration beyond LRM. The withdrawal of the PVO has
also generated an active discussion of the disposition of the CPF
within the municipality as well as an appropriate model for
similar funds being committed by the municipality. The same
level of involvement was seen in Sigma.

At the other extreme is a mayor who expressed neither inter-
est in nor a sense of responsibility for LRM activities in his
jurisdiction. Formal PVO reports were not directed to him and he
showed little interest in pursuing the matter. At the same time,
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it was observed that his Municipal Planning and Development
Coordinator waS not only relatively new, but also had no staff
and a budget which left regular payment of his own salary in
doubt. An unpaid community organizer who had, over the past
three years, assisted in coordinating LRM activities in the
Municipality had recently left to join the staff of the Depart-
ment of the Environment and Natural Resources. There seemed
little prospect that she would be replaced. This municipality
also suffered from a three-year deficit that may have undercut
institutional interest in the project.

Somewhere between these two extremes is the case of a woman
mayor who was both interested and moderately well informed about
LRM activities in her jurisdiction. Discussion with the Evalua-
tion Team was also attended by the Municipal Planning and Devel-
opment Coordinator and a woman described as a municipal organizer
who worked on a more-or-less volunteer basis. In this instance,
the lack of specific and detailed information on such LRM activi-
ties as the reasons for low repayment rates on CPF loans was
accounted for by the absence of formal provisions for reporting
by the PVO to the municipal government. The Mayor noted that the
absence of such information precluded the possibility that she or
her staff might assist in encouraging lower default rates.

Finding: The mix of training strategies for municipal
level actors between LRM Phases I & II makes it diffi-
cult to determine to what extent training is a viable
approach to upgrading capability at this level.

The Phase I approach to the development of local government
capacity was based on a strategy that called for technical as-
sistance (including training and research] to be conducted by
local resource institutions under Tracks I and II of LRM. The
contractors included the Development Academy of the Philippines
[DAP] and the Local Government Center, University of the Philip-
pines. It is unclear how much of that training was directed at
municipal level personnel, although emphasis was on the provinc-
es. Another problem was that training conducted early in the
project cycle would have been attended by personnel who were
subsequently affected by personnel shifts due to normal attrition
as well as the more extraordinary political events of the recent
past. It is unlikely that large numbers of these trained munici-
pal and provincial personnel would still be in place now.

In Phase II 't has been noted that PVOs are assuming respon-
sibility for joint training of municipal government staff as part
of their organizing activities within the community. This type
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of interaction ought to create a situation where target group
members and municipal government officials are more sensitive to
each other needs and perceptions, but it may not take the place
of the more formal skills training that was intended under the
old Track I.

Conclusion: There appears to be sufficient evidence to
conclude that the capacity of municipal government to
play a more active and constructive role in the design
and management of LRM at that level is dependent upon
the availability of sufficient and adequately trained
staff [in turn, dependent upon adequate financial
resources] and access to information on project activi-
ty progress.

Provincial involvement in all aspects of the LRM is substan-
tial and has been increased under the Phase II redesign. Not
only is the province responsible for organizing and overseeing
municipal programs, but it now plays a role in determining its
own technical assistance and research needs. Provincial institu-
tions [e.g. the office of the Governor, the Sangguniang Panlala-
wegan, the Provincial Development Council, the Provincial Plan-
ning and Development Office] are the primary actors in all of the
formative steps in the LRM process. The development of provin-
cial strategies, the conduct and analysis of the poverty studies
and subsequent surveys that determine municipal, barangay and
target group foci are all dependent upon provincial initiation
and direction.

Finding: In the three provinces visited there were
significant differences in the level of internalization
and commitment to the goals, objectives and approaches
of the LRM. Ilo-ilo and Albay were committed to the
spirit of the LRM process; Capiz was less rigorous in
following the rules.

Recognizing the paucity of resources which are available to
local government to design and implement local initiatives, it is
not surprising that an active governor or mayor would view the
LRM simply as a much needed source of funding for his locally
determined agenda. The successful application of the LRM ap-
proach, however, is dependent upon a full understanding of and
careful adherence to the principles and procedures which have
been established. Among the elements that would seem essential
are the focus on a limited number of municipal and barangay
locations and poverty groups that are determined on the basis of
the Provincial Strategy and Poverty Study and further refined by
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means of additional surveys.

The Evaluation Team visit to a mature and a new province in
one region determined that the mature province's entry into the
project had been accompanied by none of the standard procedures
for determining target locations or groups. No strategy was
formulated and no poverty study was conducted, but three target
municipalities were targeted on the basis of political consid-
erations and two expansion municipalities have been recently
designated on the same grounds. Discussions with provincial
project participants also indicate that there was considerable
resentment, during Phase I, of external resource institutions
that were "imposed upon the province." It was further noted that
the scheduling of such external assistance activities as training
were generally more disruptive than helpful. The result is that
LRM concepts remain at a fairly philosophical and visceral level,
while difficulty has been experienced in translating them into
practice.

This impression is further underscorjd by the case, in the
same province, of the activist, dynamic mayor cited above. Team
sub-groups visited three barangay within his municipality and
came to the mixed conclusion that activities in all three should
be judged successful, innovative, etc., but that there was con-
siderable variance in the appropriateness of the targeted popula-
tion groups. Although one barangay was the site of assistance to
isolated, subsistence-level fisherman, another was the home of
rice farmer project participants with average land-holdings of
1.7 Ha of irrigated rice land. [More detailed discussions of
several of these case studies may be found in Appendix H.] Later
discussions with the Mayor indicated that he and his staff were
unfamiliar with the targeting procedures developed by LRM and
were continuing to use methods more appropriate for infrastruc-
ture development in relatively isolated areas. It should be
emphasized here that the Team finds no fault with the Mayor, but
rather views this as a case of missed opportunity where an active
and enthusiastic proponent of LRM was not provided with suffi-
cient support to maximize project impact.

In the case of the expansion province visited, planning and
targeting of locations and groups was proceeding by the book.
Although the LRM was just getting off the ground and there were
few concrete outputs to be assessed, considerable progress was
noted. Furthermore, this progress and enthusiasm has penetrated
to the municipal level where it was clearly evident in two sample
municipalities which were visited by the Team.
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Conclusion: Enforcement of and adherence to the princi-
ples and procedures of the LRM approach are essential
to the conduct of the pilot activity at both provincial
and municipal levels and any deviation seriously under-
cuts the ability to draw the desired conclusions on
relative success or failure of the approaches employed.

Assignment of Management Responsibility

Programs of assistance to multiple local government units in
most countries face the immediate contradiction of deciding upon
an appropriate central government agency to place in charge of
the activity. It must also be recognized that the choice of a
particular agency has implications for subsequent operational
choices and options on the delivery of that assistance. It was
noted in the previous section that the choice of the province as
the focus of LRM activities was matched by concern for the span
of control problems that would be created by any attempt to
manage the LRM at that level. This issue was resolved when NEDA
and its network of regional offices were designated to play a
prominent role in managing and coordinating the assistance, which
was to be directed to the provincial level of local government.

The LRM design has been careful to emphasize that the selec-
tion of NEDA and its regional offices as the central actors in
the management of the Project should be viewed as an attempt to
mobilize support for efforts to develop additional capacity at
the provincial level. But it is also important to note here that
neither NEDA nor any other potential national level institution
has any direct line of authority over either the local government
agencies involved in the project or the national line agencies
that are expected to provide technical input and support at
various levels. The limitation of NEDA's organic role to one of
coordination and the fact that NEDA's primary planning responsi-
bilities preclude it from playing a major implementation role
places limits on its effectiveness in managing LRM. It can
withhold endorsement of subprojects, and contractor's payments if
work was not adequately performed, but generally the political
process has a tendency to outweigh adherence to strict project
guidelines. However, the inherent need for the Project to coor-
dinate the actions of a complex network of national and sub-
national instituticnal actors and the commitment not to create
new project structures or institutions makes NEDA a reasonable
choice for the assignment of the management role. As the opera-
tional demands of the Project have increased, there has been a
corresponding need to shift the burden of management responsi-
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bility to the regional level.

Finding: There has been an increasing delegation of
authority and responsibility from NEDA/Manila and the
National Project Management Office to NEDA regional
offices and the Regional Project Management Office.

This decentralization of management has resulted both from
efforts under the Phase II redesign and from the 1987 External
Evaluation, which recommended structural and procedural simplifi-
cation as well as increased decentralization and emphasis on
impact on the alleviation of rural poverty. In this instance,
many of the management decisions and actions previously performed
by NEDA/Manila have been delegated, in some cases, directly to
the provincial level, but with the provision that review, approv-
al and, sometimes, execution is reserved to the Regional Project
Management Office. Such is the case, for example, with research
and technical assistance.

Under Phase II, the provinces were assigned the responsibil-
ity and right to determine their own needs and have a major voice
in the selection, even if actual contracting was performed by the
Regional Project Management Office. In at least one case, this
process resulted in the assignment of an initially limited con-
tract to a provincial-based PVO, but the contract was later
amended to provide full technical assistance services once NEDA
became convinced of the PVO's capabilities. The shift from
national to local PVO's as contractors for technical assistance,
research, etc. is widespread under Phase II in both mature and
expansion provinces, although national consulting firms account
for three of the five expansion provinces. There is also evi-
dence of some acceleration in the implementation of the project,
but whether or how these phenomena are related is not yet evi-
dent. Improved knowledge of local conditions may speed up design
and implementation procedures, but relative inexperience may lead
to weakness in identifying and resolving more technical difficul-
ties. Of major concern is when, how, and to what effect the
Regional Project Management Office might intervene if it identi-
fied the actions of either provincial officials or local LRM
contractors as deviating from or prejudicial to the interests of
the Project. The team has been told of some cases, and modest
changes made, yet we also note that there is no evidence of major
action being taken [such as cutting off or threatening to cut off
a province from the project] by the National Project Management
Office in the case of deviation from design and targeting proce-
dures of major proportions cited above.
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Conclusion: It is premature to determine whether the
shift in project management responsibility to the
provincial and regional level will result in decisions
more appropriate to local conditions or an increased
reluctance to interfere in "local affairs."

Funding Allocations, Design and Project Planning

It is not uncommon for complex pilot projects that attempt
to introduce new systems and procedures for the provision of
funding, planning, and project design to become identified as
"planning projects" during the early stages of their implementa-
tion. In the case of LRM, this inception period may have lasted
longer than is normal for projects of this type. The reasons for
this extended adolescence are to be found in a variety of inter-
nal and external factors, some of which have previously been
discussed. Among the external factors are the long period of
political turmoil surrounding the Aquino assassination and the
EDSA revolution, the series of elections which were held in 1984,
1985 and 1987 and other sources of personnel turnover at the
local level. More directly related to the project were the
extended period of project redesign and delays in the allocation
and flow of funds which resulted in serious dislocations in
scheduled planning cycles and even greater delays in implementa-
tion. Reoccurring natural disasters, from typhoons to droughts
to volcanic eruptions all affected progress. There is a need to
examine these factors more closely and attempt to determine the
relative influence of these factors as compared with the opera-
tion of internal project procedures and project management as a
source of delay.

During Phase I of the Sub-Project [SPF], interventions were
planned for four calendar years (CY] covering the period CY 1983-
1986 and CPF activities were planned over a period that was
basically equivalent, the major difference between these two
funding mechanisms being that the SPF was provided in the form of
more-or-less regular annual allocations, while the CPF was a one
time provision of seed money for a loan fund to be administered,
initially, by the PVO. [The CPF funding mechanism is discussed
in detail in the sections on impact and PVO's above and will not
be dealt with in detail here. The other differences between CPF
and SPF are discussed passim]. To the extent that targeting and
other start-up activities (i.e. training of local government
staff, the contracting of PVO's and resource organizations,
community organization and training by PVO's, preparation of
provincial strategies and poverty analyses, etc.] required sub-
stantial lead time, this set the first year's planning activities
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substantially behind schedule from the outset.

The normal GOP budgeting procedures call for requests for
budgetary allocations to be submitted in March for the following
year's budget and follow a two-stage planning and project design
process intended to minimize risk in a high risk environment.
The first stage calls for the preparation of very rough lists of
project proposals with global estimates of budgetary require-
ments, which must be submitted in March for inclusion in the
annual congressional--National Assembly during Martial Law--
allocations. The result of this process is the issuance of an
Advice of Allotment [AA] by the Department of Budget and Manage-
ment. Upon notification of the issuance of the Advice of Allot-
ment, the Department of Finance/Municipal Development Fund re-
quests the subsequent issuance of a Funding Warrant (earlier re-
ferred to as a Cash Disbursement Ceiling or CDC] that indicates
that the funds are available for further action. Although is-
suance of the Advice of Allotment is a fairly straight forward
consequence of funds having been allocated by Congress, their
issuance for LRM has always occurred well into or beyond the CY
for which the allocations were intended, e.g. CY 1984 on
12/31/84, CY 1985 on 8/19/85, CY 1986 on 5/28/87 and CY 1988 on
6/30/88."6

Less straight forward is the process of issuing the CDC or
Funding Warrant, for the simple reason that this document testi-
fies to the availability of funds to be dispersed. Here the LRM
record for lag between the issuance of Advice of Allotment and
CDC or Funding Warrant stretches from nine months to more than
three years. In two out of four years, when the CDC or Funding
Warrant was issued, it was also for an amount less than the total
authorized allocation.

Finding: The most serious dislocations and delays in
the planning process have been caused by difficulties
and delays in the issuance of the various funding
allocation documents.

Only when this budgetary allocation process has been com-

* This and the following material are drawn from Tables 5
and 6 in Benjamin V. Carino, A Review of the LRM Subproject
Financing System, October 1989 and several sub-project lists
prepared by NEDA-LRM/NPMO that have formed the basis for the
Record of LRM Sub-Project Planning & Implementation found in
Appendix G.
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pleted and funding levels have been determined with some degree
of certainty do the project planners proceed to the preparation
of detailed plans, feasibility studies, and budgets. This also
results in the lengthening of the process and the possibility of
major adjustments in project strategy and design at a late stage
in the design and planning process. Project management staff at
national and regional levels point to the possibility of repeti-
tive iterations of design, review, correction and resubmission as
a source of delay here. The variation among provinces may be
seen in the project design experience of CY 1984 when two prov-
inces successfully completed requirements for the release of
funds within less than one month, while two other provinces
required more than two years. The experience of subsequent
years, however, indicates that these problems were largely over-
come with experience. Yet, the improved efficiency in project
preparation does not seem consistent with the high incidence of
project cancellation, suspension, and reprogramming of funds.
NEDA believes that reprogramming or cancellation of projects were
necessary because of delayed release of funds to the provinces,
resulting in reprioritizing of beneficiary needs and revised cost
estimates.

Finding: In spite of the two-stage planning and project
design process a relatively high percentage of SPF
projects were canceled, reprogrammed, etc.

Conclusion: The disjointed planning process that sepa-
rates the process of allocating project budgets from
the detailed design of those projects results in inac-
curacy in initial assessments, cancellation and repro-
gramming.

The fact that most routine budget allocations are channeled
through the sectoral line agencies guarantees that project design
will have been reviewed with respect to technical qualifications
by a competent authority. Although the 1982 Project Paper calls
for participation in and review of plans and project designs by
LRM technical staff, line agencies and resource institutions, the
relatively high levels of canceled and reprogrammed projects
makes it unlikely that such inputs were effectively provided.
There is some evidence to indicate that delays in the approval of
project proposals resulted from a bureaucratic process of formal
review that resulted in several iterations of criticism, proposal
refinement, and resubmission, followed by another review with
similar results. The problem of sectoral agency participation
may result from the lack of incentives provided by LRM to attract
the attention of sectoral personnel who are otherwise busy with
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their own projects and routine activities. The Project Paper
suggested that one method of providing such incentives was to
assign responsibility for the design and implementation of some
projects to participating sectoral agencies.

Finding: The absence or weakness of sectoral agency
participation in the design and review of sub-project
proposals contributes to the incidence of cancellation,
reprogramming, etc.

Conclusion: The relative absence or weakness of sector-
al line agency participation in the LRM planning pro-
cess contributed to the weakness of technical project
proposals and has contributed to the high incidence of
project cancellation and reprogramming of SPF funds.

Program and Project Implementation

The fact that 52 of the 86 sub-projects [See Table 14,
Appendix G] being implemented under the LRM in the five CY's from
1982 to 1988 remain incomplete has been a cause of considerable
concern. 17  This is particularly true in view of the pending
issue of funding for CY 1989 sub-projects, which has not yet been
arranged. The Evaluation Team has concluded that the delays in
implementation are less serious than was initially apparent. Of
the 13 sub-projects initiated in CY 1983, only 2 remain incom-
plete as of the latest reports [and, NEDA informs us, these have
been reprogrammed as CPF], but implementation activities were
extended over a period from five to forty-eight months--the two
incomplete sub-projects have been under implementation for five
years. A number of these long-lived sub-projects have passed
through several identities as activities were canceled or sus-
pended and the funds shifted to a new or previously under-funded
activity. Little of this realignment and reprogramming of funds
is well documented, but it is apparent that the relaxation of
normal time constraints on the use of funds has resulted in a
highly fluid situation. The sudden access to development funds
by normally under-funded provinces and municipalities may have
resulted in the temptation deliberately to inflate budget esti-
mates in order to gain a windfall that might be later utilized,
but this would necessarily involve increased counterpart funds,

17• Inconsistency in data found in this section and the
section on the impact on beneficiaries resulted from the use of
different data bases, both of which were provided by NEDA.
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and greater work.

Finding: Project designers and managers may have taken
advantage of the relaxation of restrictions on the
timely use of funds to develop multi-year projects or
guarantee a balance of reprogrammable monies for other
purposes as a hedge against the chronic shortage of
development funds.

As in the case of project design cited above, successive
years have seen the LRM implementation record improve consider-
ably. Of the 52 incomplete sub-projects, 22 are from CY's 1986
and 1988 and the funds have not yet been released to the imple-
mentors. Determination of the status of the remaining 30 and the
extent to which implementation may be impeded by unusual diffi-
culties is impossible to determine from available information.
There have been reports of delays in procurement, but the team
has had no opportunity to verify or confirm them.

Conclusion: Delays in project implementation are less
serious than was originally indicated, but there remain
differences among provinces which require further
investigation.

Reporting, Monitoring, Evaluation and Documentation

There is no shortage of correspondence, reports and other
documents in LRM. There is, however, an almost total absence of
system design in the reporting, monitoring, documenting, etc.
that occurs. There is an abundance of idiosyncratic data and a
critical shortage of systematic information. Considering that
the LRM design placed considerable emphasis on the learning
process approach and included specific requirements for the
generation of process documentation, it is surprising that so
little was done to provide for the project's information needs.

One of the original designers of the project speculates that
the concepts of process documentation were not well understood by
the project managers and that there was little possibility that
they would develop the capacity in the absence of the research
institution that had been intended to provide that methodology.

NEDA reports that the concept of process documentation was
subjected to a series of working-group deliberations by NEDA and
USAID. Both agreed that the tediousness and volume of informa-
tion required did not contribute to decision-making. At a later
phase, USAID made it clear that it no longer supported the "proc-
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ess" approach, and thus it was eliminated.

Finding: The role of the Asian Institute of Management
[AIM] in arranging for process documentation and ar-
ranging the series of workshops which the Project Paper
called for as the means to extract the lessons of the
experiment was not pursued.

In the absence of the establishment of the process documen-
tation system, a more conventional approach to the provision of a
Management Information System was pursued. In this case, a local
consulting firm was contracted to design and install a system
suitable for LRM needs at the NEDA project office. The system
Project Information System [PIS] produced by SGV and presented in
December 1986 attempted to provide for the process documentation
needs of the project, while, at the same time, satisfying the
more conventional information requirements of the involved GOP
agencies. The result was a complex system of thirty-seven types
of periodic reports that was presented to a workshop of LRM
provincial participants. The system was judged to be overly
complex and the decision was made to delay implementation until
the redesign of LRM Phase II was complete and any changes in
information needs would be apparent.

Finding: Provincial and regional actors have been
allowed to experiment with both the reporting forms
[assuming they covered the required information] and
the frequency with which they are filed. These were
later reduced by a decision of the National Technical
Conference.

Conclusion: The result of continuing experimentation
with reporting forms and frequency has been the confu-
sion of non-systematic reports and data which we have
cited above. It is impossible to monitor progress,
identify problems and assess the performance of project
actors at all levels.

More recently, the system has been redesigned and simplified
by NEDA and a field test is being conducted during the second
quarter of this year in one region [See Table 15, Appendix GI.
The revised system consists of sixteen pe'iodic reports and the
establishment and maintenance of four additional data bases by
NEDA at both the regional and national lvels. With about one
year left to complete Phase II, it is unclear how the system will
be used, if at all. The lack of time has caused NEDA to drop
plans to computerize the system. This suggests that the data
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bases will not be developed and that the most important source of
information on the performance and success of the pilot will be
lost.

Until 1988, the LRM has operated at a relatively leisurely
pace; secure in the belief that there were no sanctions for
failure to meet deadlines. More recently, and with the change in
the rules of the game that will be introduced with respect to
final year funding for SPF activities, this will no longer be the
case. At the same time it will be more important for NEDA na-
tionally and regionally to obtain timely information on project
implementation and be well positioned to act in the case of slow
progress or other signs of trouble.

Conclusion: The existing system of information based on
non-uniform reports and reporting schedules is inade-
quate to the needs of timely monitoring which will be
imposed by the new SPF funding system.

D. PROJECT MANAGEMENT

The LRM project aimed to develop the local government's
capability to address the needs of its less advantaged constitu-
ents. The project also was to install the process of identifying
new and more responsible approaches to local development that can
be replicated and sustained over time and across different local-
ities.

From its objectives, the project can be viewed as having two
parts [although three tracks at first]:

The learning process aimed at accomplishing the first
objective of developing the local government's capabil-
ity to address the needs of its less advantaged groups.
The management of this aspect of the LRM was the re-
sponsibility of NEDA and the strategy used was to
contract out the delivery of technical assistance and
research to private contractors. In Phase I, this
would be the Development Aca-demy of the Philippines for
Track I and PBSP, IIRR, ICC and UPCB for Track III. No
problem was encountered as far as contracting was
concerned.
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Subprojects. Subprojects were the medium for attaining
the second objective of identifying new and more re-
sponsive approaches to development. The feasibility
study for these projects was seen as the concrete
output of the capability building of the local govern-
ments; after passing the project Management Office's
evaluation, it would then trigger the release of funds
to the provincial treasury.

The LRM Project was viewed as requiring a central project
management office and for this purpose NEDA was designated as the
office in charge of LRM administration and implementation. The
ultimate project actors of LRM are the local government units and
the poverty group beneficiaries. The organizational link of NEDA
to the local government units was the Regional Development Coun-
cils, because NEDA as a staff agency in the Executive Branch of
the government did not have a direct link to the LGUs.

At the level of NEDA, the management concerns are focused
on:

Planning process to arrive at the annual regional
indicative plan.

The consolidation and submission of provincial and
financial plans to facilitate the project required for
funding.

Management of support networks for delivery of technical
assistance training and research.

Monitoring and evaluation of overall LRM performance and
management of systems development and replication.

At the other end, the local government's responsibility was
to demonstrate their capability to adc ess the needs of disadvan-
taged groups by preparing a poverty analysis to address the is-
sues of poverty, identify projects conforming to these strate-
gies, prepare feasibility studies, implement the project, and
institutionalize their planning approaches. The local govern-
ments, to be able to carry out the above responsibilities, would
be provided technical assistance by a contracted resource insti-
tution, such as the Development Academy of the Philippines.

There is no special organizational niche at local government
levels for the LRM, nor was one intended, as the concept was to
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build the capacity of the provinces holistically. The management
structure designed by NEDA for its administration was character-
ized by several interagency committees, at the central, regional
and provincial levels. Formation of interagency committees is
characteristic of NEDA operations, since it is essentially a
coordinating planning body. Interagency committees generally are
not very effective, however, because of the diffused responsibil-
ity of the committee members. In the Philippines, with the prol-
iferation of interagency committees in the various levels of
government, interagency committees suffer also from lack of
permanence of officials attending the committee meetings. Inter-
agency committees were abolished in Phase II as artificial, and
defeating the objective of institutionalizing the LRM process.

Finding: NEDA performed effectively their functions of
consolidating the annual regional indicative ceilings
and submission of provincial work and financial plans
to facilitate the project request for budgetary alloca-
tion to the Municipal Development Fund, and the facili-
tation and arrangement of financing of local resources
institutions or contractors.

Finding: The problems in the implementation of LRM
started to become apparent when releases of funds from
the Municipal Development Fund to the province were not
happening at the planned pace, delaying performance
payments from USAID.

Funds allocated in 1984, 1985, 1986 and 1989 were availed
of only in 1988-1989. [See Table 13, Appendix GJ. The backlog
cleared only in 1990. The slow trickle of submission of subproj-
ects for financing was blamed in many reports on the excessive
requirements for feasibility studies. It is the team's opinion
that the slow pace of implementation can be traced to the follow-
ing:

The lack of control mechanism by the Project Office over the
provincial government, making the former a helpless bystand-
er waiting for projects to come in.

The inefficiency of interagency committees in evaluating the
proposed subprojects.

The distractions posed by the political events from 1983 to
1987 must have made it difficult for the local governments
to focus on their responsibilities to the project.
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The high turnover of personnel on the provincial development
staff, the replacement of all governors and mayors in 1986,
and the election of new officials in 1987 must have almost
totally erased any capability built under the project.

Changes in policies from the Department of Budget and Man-
agement slowed the process.

The DOF-COA-DBM Circular No. 4-86 providing for the adoption
of the funding warrant system in lieu of cash disbursement ceil-
ing [CDC] withheld. Some balances from 1984 and 1985 CDCs had to
be covered by funding warrants, which took considerable time to
be issued. Budget Circular No. 401 dated February 8, 1987 con-
verting the USAID loan to the Philippine Government into a grant,
requiring that USAID must first make a deposit to the Bureau of
Treasury before any funding warrant was issued. An undisbursed
balance in CY1986 of P1,950,000 could not be released as a conse-
quence. Finally, the Municipal Development Fund budget for 1990
intented for advancing the budget for subprojects was cut. This
had locked in the $800,000 remaining allocation in Phase IT for
subproject financing. The government had already contributed the
required counterpart funds, however.

Finding: The other major problem in LRM happened a
subproject implementation. As of May 1990, out of 8b
subprojects, only 39 are completed, 27 are on-going,
and 22 are in the pipeline for implementation.1'

Finding: The second problem is implementation occurred
at the level of subproject implementation. This is
partly related to the delayed release of funds to the
provincial treasury caused by the changing administra-
tive requirements cited above. For example, in 1984,
there was a balance in the CDC allotment of P743,730,
of which P80,396 was released only in 1988 and
P663,334 was still unreleased as of August 1989 and
cleared only in 1990. The reasons cited for these were
presented in the previous section.

Field reports also cite delays due to the deposit of the

". Using information from Tables 1 through 4. This informa-
tion is not consistent with information in Table 14 and in the
section on decentralization due to the use of a different data
base.
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money by the provincial government for interest income purposes.

Conclusion: The slow implementation of subprojects can
ultimately be blamed on management. In our opinion,
management of LRM was weakened by the following:

Weak management arrangement between NEDA and local
governments. Lack of direct control by NEDA over
local governments allowed political events to
distract the actors from implementing the project.

Clearcut connection between management and the
operation units, a basic tenet of administration.
In the case of LRM, the key operating actors are
the local governmentss whose operational links
are with the Department of Local Government, while
the management agency was NEDA, whose links with
the LGUs is indirect, i.e., only through the Re-
gional Development Councils. The weak management
link has adversely affected implementation of LRM
since NEDA did not have supervisory control over
the Local governments and was literally helpless
in pushing them to comply with their obligation to
the project.

The systems and procedures developed were for programming
and budgeting for provincial government projects, for Availment
of Cash Advance for consultancy contractors, for Funds Release
Mechanism from USAID to PVO, for funding research and training.
The systems and procedures merely lists the steps to be followed
for each activity components of LRM. There is no documentary
evidence that this actiavity chart was translated into an effec-
tive flowchart with an indicative period to complete a cycle of
activity, as well as the individual steps composing the total
cycle of activity. Systems and procedures that merely list the
steps to be followed, without any monitoring of bottlenecks,
obstacles that snag the flow of activity are not effective.

The systems and procedures and the listing of roles of the
participants in the LRM implementation did not indicate the
supervisory control that can be exercised by the NEDA Project
Office. Thus, there are cases where funds transferred to the
provincial government remained in deposit for interest earnings.
The lack of control system over field implementation is the more
critical weakness in the management system, since the delays in
completing the planning process and the implementation of the
project harpened in the field.
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project happened in the field.

Conclusion: The system and procedures developed were defi-
cient.

Among the NEDA Project Office functions listed in the Manual
of Operations are those on implementation, planning, including
adjustments and redesign, identification of policy issues, monit-
oring and evaluation of overall LRM performance.

The Manual of Operations also states that management shall
be responsible for Systems Evaluation, which shall deal mainly
with organization and administrative issues and is basically a
review of project implementation dynamics. The review shall be
focused on issues that brings into question the design and im-
plementation arrangements of the project.

Findings: There is little evidence of any meaningful
synthesizing of reports by the Project Office. There
is no evidence of a redesigned systems and procedures
except after the redesign of the project for Phase II.

Conclusion: It can be posited that the NEDA's reaction
to the information flowing in was shaped by its history
as a coordinating, planning body and that it was not
realistic to expect NEDA staff to acquire a different
personality within the span of LRM, especially since
the Project Office suffered from serious turnover of
top management officials.

E. MODEL DEVELOPMENT, SUSTAINABILITY,
REPLICABILITY, AND PHASE OUT

The original Project Paper noted (p.20]:

Replicability and sustainability of LRM will de-
pend upon demonstrating to funding sources that
the targeted, participatory approaches to planning
and investment at the local level are less costly
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and more effective in achieving development objec-
tives than the current non-targeted, largely non-
participatory approaches.

In fact, the issue is more complex. Some of the participa-
tory concepts originally proposed were not followed, and sustain-
ability and replicability in this project are not only related to
cost and effectiveness, they are, as we have seen, intimately
connected with a changed political environment that has encour-
aged participatory approaches, and that influences their continu-
ance. In addition, there is also no necessary correlation bet-
ween cost and effectiveness.

It is perhaps more useful for our analytical purposes to
consider sustainability in different terms. Sustainability
issues in this project may be analyzed under three general categ-
ories:

Sustaining the newly established processes, procedures, and
relationships concerning participation and beneficiary
involvement in planning among and between the principal
actors--in this case, NEDA (central and regional], the local
governments at various levels, the private and voluntary
agencies, and the beneficiaries;

Sustaining the new or vitalized institutions, such as commu-
nity groups; local governments and their enhanced sensitivi-
ties and capacities toward beneficiary involvement; and new,
local PVOs; and

Sustaining the benefits to the beneficiaries.

Sustaining any one of the above is not logically dependent
on the others, since a procedure may stop or an institution die
after the benefits have been firmly established, or an institu-
tion flourish that delivers no benefits. In this project, how-
ever, all are intimately related.

Sustaining Relationships and Procedures

This project is on the crest of a wave of official activity
that is supportive of the new relations it fostered. The alli-
ance between government and PVOs is now policy (see National
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Emergency Memorandum Order No. 19, May 4, 1990]. Poverty allevi-
ation is also national policy, as is governmental responsiveness
to local needs. Decentralization is constitutionally mandated,
and procedures to implement it are under debate. Thus, events
external to the project are pushing its concepts forward. These
factors will likely sustain these broad new procedures and relat-
ionships concerning beneficiaries in some form for some time.

More important, however, is the quality of these relation-
ships. Recurrent training of both local government and benefi-
ciaries and flexible funds are required to ensure that the relat-
ionships continue to be both responsive and productive. It is
evident in some areas that the participatory elements of the
project have neither been adhered to at high political levels nor
enforced by project managers. In individual municipalities, as
noted above, and in some provinces [illustrated, for example, by
the construction of a training center in Capiz], local govern-
ments will provide training from their own budgetary resources.
The quality of such training, its responsiveness to local needs,
the level of the trainees, and the scope and duration of training
are all at this stage matters of speculation. Official funds
provided are likely to lack flexibility, however. As long as
national government policy supports the PVO and poverty approach-
es, and while expenditures of official monies will be subject to
severe legislative and bureaucratic (The Commission on Audit,
among others] restrictions, the government-PVO connection is
likely to hold, although it should be noted that under any such
participatory system a certain amount of pro-PVO rhetoric (as
contrasted to reality] would not be unusual. The local PVOs need
governmental funds. Thus the policy to employ development-orien-
ted PVOs is not only an inherent good, it is ironically the
bureaucratic counterpoise to bureaucratic fiscal constipation and
fear of anomalies.

Conclusion: The close connection between the government
and the PVO communities is likely to be maintained, for
there is a symbiotic relationship between the two. To
ensure an effective relationship, a continued regimen
of training and retraining is required.

Sustaining Institutions

This section will explore two important institutions: the
community groups themselves [as distinguished from the Community
Project Fund] and the local PVOs, both pivotal actors in this
scene. We cannot deal here with the issue of the sustained and
expanded capacities of municipal or barangay governments. Those
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institutions will continue, although their continuing capacity is
a separate issue, subject to the vagaries of politics, among
other factors. Important, indeed critical, questions are, how-
ever, indirectly raised by this project and its initial choice
of, and then changed, beneficiaries. These questions are impos-
sible to resolve here, but highlighting them, even briefly, may
illuminate some of the problems this and other projects face in
sustaining and replicating their work. Without requisite data,
any attempt at a definitive pronouncement at this stage would be
treated with derision.

By identifying occupational groups within specific geograph-
ic foci as targeted beneficiaries, the assumption seems to have
been that economic need [poverty] plus occupational contextuality
[upland farmers, artisanal fisherman, etc.] within limited geo-
graphic confines [the barangay within certain provinces) were
closely connected, and thus were the most appropriate criteria
for the formation of self-help groups and alleviating the dire
conditions under which they live. This evaluation team has no
evidence to question that assumption. If it is accepted, howev-
er, then important questions should be asked about the change in
Phase II to undifferentiated beneficiaries. This evaluation can
only highlight the issue, because there has been too little time
in this project to even hazard answers based on data. All that
now may be said, which was known in advance, is that the project
demonstrates effectively that people will band together to im-
prove their lot, however the beneficiaries are defined, if provi-
ded organizational knowledge and economic means [loans].

The different issue now for Phase One [1982-1987] community
organizations is: are the factors [organizational training, the
potential of modest loans, etc.) that led to formation of the
groups sufficient to keep them together and effectively function-
ing? The answer to this is less clear. Economic betterment is a
powerful motivating force, but people may band together under
clan or family auspices, for purposes sponsored by religious
groups, in the face of crises affecting the community, for poli-
tical purposes, or for the general well-being, among other reaso-
ns. The economic incentives in this project were clearly suffi-
cient to bring them together, but may not necessarily keep them
so when the inaugurating opportunities are past.

This project seemed to assume that those community organiza-
tions with a limited (three year] lending capacity, if economi-
cally healthy (i.e., when loans were repaid) would strengthen the
barangay, thus providing social cohesion and "empowering" the
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downtrodden in other ways as well. This assumption may be true
[it is still too early to tell] if all goes smoothly in economic
terms. But it assumes, of course, that the economic incentives
that led to group formation will be transferred to other positive
attributes. They were in the initial stage in some cases, and
indeed may continue to be so. But it is also highly likely that
the repayment of loans is strongly influenced by the perceived
future opportunities to re-borrow.

But the evidence in from direct field work plus secondary
sources is that these community organizations are demonstrably
economically fragile, virtually so inherently, and because of
natural problems and project design issues. As the IBRD noted:
"Recurrence and severity of natural disasters is also an impor-
tant element in rural poverty."" Natural disasters continue to
plague repayment of loans. Rather than just delaying loan repay-
ments, it might be argued that the natural disasters were partial
reasons in the first place for the poverty that the project tried
to alleviate. They will inevitably continue. The team has also
seen that pressures from the social system may force community
groups to loan funds inappropriately, thus undercutting their
longevity. [This may be more true in undifferentiated groups,
although there is no evidence either way at this stage.] The
group knowledge of some outside economic forces is also quite
limited, making their direct participation in the market in non-
traditional ways more problematic. Technical knowledge is some-
times lacking and not available in a timely manner from the rel-
evant line agencies. Group cohesion and "face" in the case of
non-repayment or slow repayment of loans seems less strong than
in some other societies. So economic fragility may lead to
organizational fragility, thus threatening the sustainability of
the project at the local level. Perhaps even more important is
unintentional undercutting of these community organizations by
the policy, in force in some areas at least, of building up the
fund for re-lending to a province-wide group, not a barangay one.
This undercuts the immediate incentive for loan repayments, for
loans become a short-term activity that will soon end. From the
PVO perspective, the project is more equitable if the fund cir-
culates among the barangays to different groups. But in this
case, provincial equity undercuts organizational sustainability.

Are there better or more effective means for organizing such
groups? The team cannot answer that question, nor make sugges-

19. IBRD, op. cit., p. 83.
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tions of alternatives, but wishes nevertheless to note its sali-
ency. The argument may be made that in spite of the duration of
the project, organization and then funding at the beneficiary
level was severely delayed and thus [for reasons discussed in
sections II C and D] little was done almost until Phase II began.
One should also note that formation of a single-purpose community
group will not necessarily be effectively used for other special-
ized purposes, even though that may have been the project design-
er's intention. The Farm System Development Corporation, which
sponsored small-scale irrigation groups, found that they were not
used for other purposes.20

How does a change in general beneficiary focus to include
all on the basis that most everyone is poor affect sustainability
or replicability? The evidence is not yet in from the Philip-
pines because it is a Phase II [1987-1989] phenomenon, but if the
design posits survival strategies based on employment, then a
movement away trom that focus for individual groups may not work
effectively. The team notes that the development literature is
replete with examples of local self-help groups that included the
local elites [landlords, the more affluent from the community,
etc.] soon taking over these groups for their own purposes or for
continuation of the old social order. On the other hand, segment-
ed assistance at the barangay level could split whatever solidar-
ity the barangay had. We do not know the answer to this issue.

The team believes that local governments need two types of
resources to sustain their responsiveness to the needs of the
poor, assuming the continuation of a pluralistic or democratic
electoral process. These are: continuous training or retaining
of selected and key officials through a PVO or similar process in
participatory management, collaborative approaches to potential
beneficiaries, responsiveness, small business and credit opera-
tions, etc; and funds available for these purposes that should
come in the immediate future [because of the bureaucratic rigidi-
ties of the Philippine fiscal process] through non-governmental
groups. Although Philippine government contributions are impor-
tant, they need at this stage to be offset by other funding to
provide rapid and flexible responses to local needs. Should this
project terminate and funds not be forthcoming for appropriate
beneficiary credit activities from other sources, the likelihood
of sustainability of these institutional sensitivities and respo-

2o. See A.I.D. Impact Evaluation, Philippines Small Scale

Irrigation, 1980.
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nsiveness will be severely circumscribed. There is a program of
the Department of Trade & Industries to do just this; it provides
funds to PVOs for re-lending at the local level. The team was
unable to determine the effectiveness of this effort.

There has been a spurt in the formation of local [provin-
cial] PVOs in response to government policies and local needs and
fiscal opportunities. The Philippines is noted for its plethora
of PVOs, both developmental and social welfare oriented. They
have generally been formed without their own sources of support,
and are thus dependent on government, foreign assistance, or
local business or philanthropy. The formation of provincial
groups is, the team feels, welcome in principle. But for those
organizations to be sustained and for them to perform effective-
ly, there needs a continuous training process built into access
to funds. USAID, through its PVO Co-financing Project, could
provide training to such groups beyond the extensive and [we
understand] effective efforts currently underway. This prolifer-
ation of PVOs is not without its dangers [see below].

Conclusion: Community groups are inherently fragile
economically. Their economic functions may not be
transferable to other activities. The change in bene-
ficiary focus from functional groups to the undifferen-
tiated poor may undercut both equity and sustainabil-
ity. Continuous training of local government and
flexibility of funding are important to continuity of
the beneficiary focus. Local PVOs are important, but
are dependent on outside funding sources for sustain-
ability.

Sustaining Benefits

This small project cannot alleviate poverty even among its
beneficiaries, nor in itself sustain the limited benefits it
provided. Nor is it necessarily the sole means to sustain simil-
ar financial benefits to the beneficiaries. Local private or
public credit systems might theoretically do the same, since
those helped are those who are potentially productive but pres-
ently assetless. It is unlikely, however, that in the foresee-
able future other institutions will be formed to take the
project's place. In other countries, public financial institu-
tions mandated with this task have been notoriously inefficient.
For the private sector, the rewards are generally too limited.
It is thus expensive and bureaucratically tedious for financial
institutions to play this role at the barangay level for those
who currently are economically marginal. The cost of money might
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well be exorbitant. Financial institutions would normally not
assist in group organizational activities in any case. An end to
these community and financial activities for the groups assisted
at project close might well be appropriate in a rising economy
based on equitable growth; it is more questionable in an economy
where local growth is fragile where and when it exists, and where
it is inequitably distributed. Other PVOs [as noted above] will
step into the gap (partly on the LRM model], and political pres-
sures may force governments at various lcvels to become more
active in this regard.

Conclusion: Sustaining the benefits to the poor is
important, and needs are unlikely to be met by any
single project. Public and private financial institu-
tions may prove reluctant to fill this organizational
and financial gap. The project provided a useful (if
incomplete and flawed] model.

Replicability and Expansion

The issue of replicability is not abstract; it is bound by
time, funds, and personnel. This project is by its nature labor
intensive, high in overhead, and relatively slow in achieving
effects--impact at the beneficiary level. This is not necessari-
ly inappropriate for this type of project. The team would argue
that this is inherent in such work, and that the potential impact
(including institutional and attitudinal changes] could warrant
both the costs and the time. This project was initially designed
as a learning process, and as such, replicability plays a more
important role than in the normal project. This is not to jus-
tify the slowness of implementation, which--in spite of external
political factors--was unconscionable. But to change the basis
on which to judge it [from process and learning to impact] creat-
es major evaluation issues.

There is evidence that the project is having a spread and
replicable effect internally and externally. The Dutch seem to
have used it as a model [in terms of beneficiary organization] in
developing their own projects in Antique. The UNDP is modeling a
program on its activities. Governors in Iloilo and perhaps
elsewhere as well have added additional municipalities to their
projected three barangays. Municipalities have allocated addi-
tional funds to the project. Albay will fund SDF projects from
their own budget beginning in 1991. The project, according to
NEDA, was an important element in making PVO activities an ac-
cepted component of many line agencies under the May 4, 1990
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memorandum cited above. The present government explicitly has
advocated work with PVO groups. According to reports, the Presi-
dent held up LRM as a model in a cabinet meeting. Even if an
individual community-based sub-project may have problems of
sustainability, the process is clearly spreading and is now well
accepted.

The times and the Philippine political process are in sup-
port of this approach to assisting the poor. Such efforts allow
the local political leadership to demonstrate concern for the
people at a time when such support is broadly demanded. This
political wave, which is likely to intensify to crescendo propor-
tions before the 1992 elections, is an illustration of this
spread effect.

Is the project a model? Certainly not of management. Even
the participatory process, as we have seen, has only been partly
ingested, and procedures are flawed. Not as much has been learn-
ed as might have been the case, in spite of the plethora of
reports. Yet the times call for such an approach, and inherent
in elements of project design there exists the potential of that
approach as a model [if not the project], and it is so touted
among many elements of Philippine society. Modelhood, like
sainthood, is difficult to achieve. It is, rather, more of an
intellectual framework that has not been sufficiently tested.

But if the times are with the concept, so potential abuses
are more multiple. If political liberties have encouraged pover-
ty-based and PVO approaches to development, the inevitable diver-
se political forces may use the process for their own ends, thus
undercutting both the concept and the PVO approach. Already in
some areas civil servants have formed PVOs to take advantage of
government funding. The recent Countrywide Development Fund
[through the Department of Trade & Industry) provides P1,090,000
to each congressman for re-lending by PVOs, as a form of politi-
cal patronage. The team cautions against any too rapid expansion
of this concept by government, or any local or international
donor, without the necessary training and technical assistance by
indigenous PVOs. It could vitiate the effects of the concept and
the laborious organizational work that is required for effective
group action at the local level. This is a necessarily slow and
methodical approach. A rapid expansion of the a similar idea
and/or funding for the concept with its political overtones will
almost inevitably lead to it becoming a political element in
general, and most immediately and specifically in the 1992 cam-
paign.
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Conclusion: The project is not a model, because some of
the essential criteria of the learning process of bene-
ficiary involvement in planning was not done, and
management was not up to the needs. Yet many of the
project elements are being replicated by government,
and some by outside donors. The danger may come from
the overly rapid expansion of the process and its use
for political purposes, which would undercut the pro-
jects goals.

The Issue of Phase Out

The issue of phase out, as discussed here, is a USAID con-
cern. That does not mean that the Philippine government is
neither involved nor have a critical role. Indeed, it may be
argued that since the President has regarded LRM as a "model," a
reasonable assumption is that even if the project should close,
the Project Office disband, and NEDA no longer centrally involved
in LRM-type activities, these activities will become the respon-
sibility of the regional offices and local governments, and would
continue. Whether a central Philippine management office is re-
quired to ensure continuing interest in this approach is unclear.
As a general rule, bureaucratization of the process is the last
resort, but if necessary, thought should be given whether the
Department of Local Government might be an appropriate venue for
monitoring and evaluation of an LRM-type process. Funding for
the LRM approach should essentially be a Philippine responsibili-
ty, but sources of support could be sought from a variety of
donors attuned to the issue of poverty alleviation.

The primary issue, if there is one about phase out, is: what
has been useful, needed, and important about this project and its
elements to the Philippines, and thus to USAID? Without answers
to that question, any recommendations must be suspect. Since the
development of the project followed neither the strict conceptual
framework of the early designers, nor was time sufficient through
external political and internal management delays, what the team
is evaluating is thus as distant from an experimental laboratory
approach to reaching the poor as is possible.

The team believes, however, that there are important pro-
cesses and procedures that are promising that are worthy of
future consideration by both donors and recipients. These are:
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* The attempted direct link to the beneficiaries.

* The process of PVO/local government relationships in
reaching the barangay.

* The organizational efforts at the barangay level.

* The experiment with functional occupational groups as
an organizing framework.

The process of modest loan-funded re-lending to orga-
nizers through some sort of community-managed fund.

The development of local PVOs, and the enhancement of
their capacity.

An effective training process for local governments and
participants in the program.

Reorientation of government at all levels toward bene-
ficiary interests.

k The legacy of community self-help beyond the project
itself.

This project is planned to terminate on August 31, 1991,
after nine years of operations. At that time, all goods and
services must have been delivered, and funding will cease. What
happens at that time to the ongoing activities and the concept
itself? It is evident from the above discussion that in most
cases procedures for phase out have not been made for elements
such as the Community Project Fund account. Under any circum-.
stances, these need immediate attention. But this evaluation,
focusing on impact, will comment on more direct beneficiary
issues.

This project has in USAID a reputation as "slow-moving"
[because of internal problems] and generally unrelated to the new
strategies. Both characterizations are simplistic.

There have no doubt been major delays in the project. They
have been both internal (and indeed some perhaps inherent in a
project designed as a learning process], and external. The
political turmoil associated with the end of the Marcos era and
the beginning of the Aquino period, together with elections at
various levels, slowed project implementation for three years.
The project design, calling for sequential development of PVO

72



capacity, organization, and then registration of local groups,
and sub-project development worked against rapid project action.
The evaluation and redirection of the project also slowed prog-
ress for some 18 months, as did an internal dispute about some
project expenditures. Over four years were lost in operations.
Although Phase II downplayed the learning process and concentrat-
ed on impact, and thus speeded the process of implementation, in
Phase I that learning process was slow. There were management
problems that this evaluation considers significant, but whether
another institution would have managed better is unknown. Never-
theless, the project impleirentors were only partly responsible
for much of the delay.

The evaluation team considers that its responsibility is to
suggest to USAID those elements of the project that in its opi-
nion are worthy of continuation in some manner, even though it
recognizes that the likelihood of doing so is marginal. It is
not here proposing the elements of a project redesiqn.

In the team's view, the Mission has several theoretical
options for the future. The team recognizes that some are burea-
ucratically untenable. They include:

ta] Phase out as planned in August 1991 after nine years, and go
on to different style assistance programs for the Philip-
pines.

(b] Continue the project through phase out for one additional
year with no additional funding [but with internal, major
administrative reforms], recognizing that this would require
AID/W approval.

[C] Continue a revised project beyond ten years, with the major
required revised or supplemental documentation and AID/W
approval. The team understands that this is not feasible.

[d] Formulate a new, revised approach to poverty with similar
goals and purposes after phase out, directly managed by the
Mission.

(e] Develop such a new approach to be managed by some private and
voluntary organization.
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The LRM project was originally conceived as a phased ten-
year effort,21 even if it was approved for only seven years. The
team recognizes the almost inevitable force to phase the project
out as now scheduled in August 1991. Yet it believes that in
spite of limited numbers of beneficiaries and management prob-
lems, the approach to poverty alleviation and group dynamics [the
team was told it was unique in its time in A.I.D.] warrants
continued experimentation. Since implementation began late,
adherence to that earlier concept of a ten-year program would
give the testing process a better chance to demonstrate its
capacities. To phase out of the project in August 1991, as is
anticipated and, we understand, is almost certain, and plan no
other related activity encapsulating those elements that are
worthy of continuation under some auspices would truncate this
innovative effort too early, even though such closure is part of
the FY1990 Action Plan in which [p. 31) indicators of progress
include "at least four slow-moving projects or major components
thereof are completed or terminated."

There is, without question, a major pipeline issue in a
fiscally minor project. Given AID strictures, which prevent any
project from implementation for over ten years without a major
commitment of staff time for redocumentation, and problems of
staffing constraints, such a move would seem inappropriate. The
continuation of what is essentially an experiment, however, up to
the statutory limit of August 31, 1992 [option b above] could be
both justified and responsible. The team recommends that the
Mission reconsider this alternative within current budgetary
allotments but with major changes in management.

The evaluation team believes that the mission should also
consider option (el, the formation of a new activity whenever
termination of the present LRM effort takes place. It recommends
the Mission consider a beneficiary-oriented effort that is rela-
tively small in size but pointedly focused on targeted beneficia-
ries.

The team also recognizes that mission responsibilities
preclude major staff commitment to design or monitoring of what
in the Mission's opinion might be a relatively small project.
Therefore, the team recommends that the mission consider means by
which project preparation and routine monitoring might be trans-
ferred to an already registered private and voluntary organiza-

21. LRM Project Paper, 1982; p 2 and p.8.
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tion that would bear responsibility for relations with central
and/or local counterparts, to continue what has been an innova-
tive and widely watched effort with important elements. Such a
project, if designed under a "cooperative agreement," should be
reformulated to eliminate the structural weaknesses in the prese-
nt effort, such as those previously discussed throughout this
report.

The programmatic dilemma that the concepts behind this
project pose over time may be illustrated by the "X" design of
Philippine and U.S. interests as shown below.

1982 LRM Project 1990

Beneficiary,direct poverty * t
alleviation,decentral- * +
ization focus, PVOs * +

• 4
• +

+ *

Macro-policy, private + *
sector, indirect allevia- + *
tion of poverty + *

+ *

US interests ******
Philippines interests+t++

Thus, ironically, the positions of the two governments over
the life of the project have virtually been reversed, at least at
the conceptual level. The original project design, if proposed
today to the Philippine government, would probably welcomes as a
major, positive force in helping achieve the present government's
social and economic objectives. Yet it is considered in A.I.D as
outmoded, a product of a different era, thus without developmen-
tal cachet.

In fact, such a new approach, as outlined above, would be in
accord with USAID objectives. It would further decentralization.
It would encourage the voluntary sector. It would contribute to
policy dialogue with the government on these issues, and would
encourage a micro-enterprise, private sector orientation. It
would, thus, be intimately associated with the new 1990 Philip-
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pines Assistance StrateQy Statement. PVO involvement would not
increase USAID staffing. Such an option, involving redesign and
perhaps different Philippine counterparts, would serve the needs
to the people, the government, and the United States.

CHAPTER 3. RECOMMENDATIONS

Subproject and Beneficiary Impact

1. In identifying target beneficiaries, there are dangers for
the project to move away from using occupational groups for
community organizing, as called for in the original project
paper. It is important, however, for the poverty standard
to be upheld.

2. For SPF projects, the best use of funds at the provincial-
level seems to be for infrastructure projects. Large live
lihood projects tried in some provinces did not have a good
track record. Therefore, when the SPF fund is reactivated,
it should be used for subprojects such as roads and water
supply systems.

3. Both types of subprojects need more support from line
agencies to increase their technical viability.

4. Beneficiaries should have a greater role in planning pro-
jects for SPF subprojects.

5. More emphasis should be placed on empowerment during com-
munity group formation.

6. Community associations should have greater support from PVOs
and the municipality for a longer period of time to avoid
problems associated with mismanagement by group leaders and
inappropriate use of funds by indigent members.

7. There should be greater incentive for loan repayments, such
as a guaranteed right to borrow funds repeatedly.

8. There should be a greater exchange of information between
Phase I and II community associations. In this way, Phase
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II groups can avoid the mistakes made by others during Phase
I.

9. Further research should be done on the differences between
community associations that have undertaken group enter-
prises and those that have worked as credit unions for their
members. The future model for community association ac-
tivities should be based on the findings of this research.

10. Project managers at the national and regional levels should
play a more coordinative role, and should also prevent in-
appropriate use of project funds for projects that have not
involved the beneficiaries in the early planning stages
related to project choice.

Community Organization and the Role of the PVOs

1. Decentralization program efforts by the government or any
donor agency with the objective of focusing assistance on
poverty groups should explore possibilities of tapping PVOs
in organizing the poor and affecting the PVO relationships
with local government.

2. A wealth of community organizing experience has been gener-
ated by the project. An attempt should be made to synthe-
size these experiences and approaches as a reference for
local governments and donor agencies attempting to implement
similar efforts.

3. To the extent possible, additional training and technical
skills should be provided local PVOs and federations in
administering any activities of rural organization and
credit to address the weaknesses found in the initial im-
plementation of the PVOs. The USAID PVO Co-Financing
program could provide needed help.

4. To the extent possible, programs with CPF-type funds should
explore possibilities of leveraging available program funds
with funds from formal financial institutions to increase
program funding as well as encouraging these institutions to
participate in similar activities addressed to the poor.

Decentralization and Participation

1. Efforts to increase the participation of municipal level
institutions in LRM would be enhanced by greater attention
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to the flow of information at th4s level and the assignment
of specific monitoring responsibilities for CPF and SPF
activities being implemented there.

2. In those municipalities which have fairly well developed
staff there would be much to benefit from increasing their
involvement in the planning and implementation of those
activities targeted for their areas.

3. Failure to comply with the standards and procedures adopted
by LRM to achieve its distinctive development goals and
objectives should be made grounds for the discontinuance of
project assistance at either provincial or municipal level
in spite.of political considerations.

4. Care should be taken to confirm that the increased delega-
tion of responsibility to the NEDA Project Office does not
result in the relaxation of standards and that NEDA continue
to monitor these developments.

5. The two-stage planning process needs to be revised to allow
for greater continuity and higher levels of precision in
budget estimates at the earliest stage of the process.

6. Appropriate incentives should be established to guarantee
the participation of sectoral line agencies in planning,
project design and review processes as well as in actual
implementation for both CPF and SPF activities.

7. A tnorougn review of outstanding [incomplete] projects
should be conducted, to be accompanied by a review of the
relative performance of each province with respect to time-
liness in the completion of project implementation and
accuracy in the plotting of project funds. This information
should be made a key factor in the determination of alloca-
tion levels for subsequent funding.

8. At this late date, it is inappropriate to expend time and
energy in the testing of another elaborate Project Infor-
mation System for which there will be inadequate time for
full implementation. Efforts should concentrate on the
collection of systematic information on sub-project and CPF
implementation activities and the performance of indicators
that can be utilized as the basis for further allocations
and as the basis for assessment of the overall success of
LRM.
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Project Management

1. The support to any resource institution should be given to
an agency with the mandate to undertake capability building
of local government.

Phase Out

1. Various processes experimented with under this project are
important to the Philippines, in line with both donor and
recipient policies, and should not be discarded because of
the results of a single project. A different approach
should be sought to capture those positive processes.

CHAPTER 4. LESSONS LEARNED

1. PVOs do not necessarily share a conpon development philoso-
phy or approach simply because of their PVO status. They
must be carefully chosen to tie intended re3ults to capaci-
ties and operating styles.

2. The capacity to re-borrow funds may be an important incen-
tive to repay outstanding loans in rural credit projects.

3. Exceedingly careful selection of village level PVO organiz-
ers is required for enterprise projects.

4. Assumptions about inter-departmental coordination in project
implementation should be questioned.

5. PVOs may be an effective programming instrument when rigidi
ty of public sector financing or administration precludes
effective action.
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6. Organizational lead time for projects involving local lev-1
participation are likely to be long, and indeed may have tn
be long to produce effective results.

7. Functionally undifferentiated approaches to programming with
poverty groups should be carefully assessed at the very
earliest planning stages.

8. The reasons for the formation of community organizations may
be different from the reasons for their continuity, thus
affecting issues of sustainability.

9. In rural credit programs, non-economic social and cultural
factors should be assessed to ensure that the economic
incentives of the program will not be used in other than
appropriate manners.

10. Much more attention needs to be given to the actual opera-
tion of credit systems at the local level, and training for
credit activities is an important component of micto-enter-
prise and small-credit projects.

11. Projects that place primary emphasis on the introduction of
new approaches and skills among a wide range of institution-
al actors must address the question of maintaining continu-
ity in the face of normal levels of staff attrition (promo-
tion, retirement, transfer, etc.] by providing for retrain-
ing and refresher training.

12. Design of reporting, monitoring and evaluation systems and
procedures as well as other management information system
requirements should be addressed either before project
implementation begins or very early in the implementation
phase. This is particularly important for experimental or
pilot projects which are dependent upon feedback for purpos-
es of redesign and fine tuning.

13. Management reviews should be undertaken at the first sign of
problems of implementation.

14. Structural linkages of participating instit-tions should be
given consideration in the choice of key actors.

15. That capability building cannot be a one-shot effort consid-
ering the turnover of personnel.
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APPENDIX A

EVALUATION SCOPE OF WORK



SCOPE OF WORK

LRM EXTERNAL EVALUATION

I. Background

The Local Resource Management (LR) project began in 1982 with the
purpose of:

o identifying and testing replicable, targeted, and participatory
systems and approaches for provincial planning, local finance and
beneficiary participation;

o encouraging the involvement of local government, the private sector
and poverty groups in the development process;

o supporting, through a long-term institutional development effort, the
self-help efforts of specific poverty groups.

As the project matured, it was supposed to develop "working partnerships
among provincial and municipal governments, the private sector, and poverty
groups such that the group members are assisted in organizing their efforts,
defining their own needs, establishing priorities, and launching initiatives
to obtain additional resources to supplement those resources available to them
locally" (Project Paper, p. 1). The project underwent its first external
evaluation in February, 1987. The results guided a major redesign of the
project based on three themes: simplify project systems and procedures,
decentralize project management and generate tangible impact. The project was
extended for two years until 1991 and expanded from seven to fifteen
provinces. Seven years into implementation, LRM should be viewed as a mature
project entering into its final stage of implementation.

Although the political economy has changed radically since the early
1980's when the project was designed, the Philippines continues to be a
country in urgent need of a rural-led economic recovery. In accordance with
local choices, key to this recovery is appropriate local institutional
arrangements which deliver decentralized goods and services to increase the
productivity, income and well-being of the rural poor. The GOP has espoused a
pro-poor" approach which targets 18 million poor Filipinos--the bottom 30
percent or the landless agricultural workers, upland rice and corn farmers,
subsistance fishermen--for whom the success of the recent market-led economic
recovery has had little or no effect. At the same time, the Philippine
Constitution mandates general autonomy for local governments. While amore
universal type of local autonomy has languished in the hands of congressional
action, there is a sense in which the devolution of political powers to the
provinces can no longer be stopped.
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It should be apparent that these combined forces--the need for rural recovery,
the mandate for decentralization and the GOP emphasis on a pro-poor
approach--have unlocked an exciting potential for LRM. Everything now seems
to be on the side of LRM: Provinces are the centerpiece of LRM as are the
poor--providing them resources and marketable skills. Decentralization is
also at the heart of the LR4 concept. Given its emphasis on "bottom-up,
people-centered development", what, then, has been the demonstrable
contribution of LRM to solving the problems of rural poverty and providing
choices for the poor to help themselves? That question becoms the central
focus of this external evaluation.

II. Objective

The purpose of this evaluation is to obtain an analytical report and
presentation which thoroughly assesses and documents the extent to which LRM
strengthens, in support of decentralization, the capabilities of local
government units (provincial and municipal) to plan and implement local
development activities, and the extent to which this effort has resulted in
the improved well-being of poverty groups. The evaluation will be done within
the context of the project's administrative systems ind management policies to
the extent they affect the achievement of different interventions.

III. Scope of Work

A. General. ANE Bureau Procedural Guidelines for Evaluation and A.I.D.
Evaluation Guidelines for Project Assistance set forth the general guidelines
for conducting this evaluation. The contractor will use these guidelines
together with the guidance offered by the LRM Project Committee, the staff of
the NEDA Project Management Office, and Mr. Charles Rheingans and Ms. Jane
Nandy of ORAD. It must be emphasized that the purpose of the evaluation is
not to measure and document LRM performance against all of the initial design
assumptions and to recommend corrective actions to ensure all design
objectives are realized. While the effects of a process project are more
elusive and harder to evaluate, this is not a process evaluation. A focus on
impact, however, cannot exclude process. Ilevertheless, this is an evaluation
that is concerned about the measurable effects of institutional development
and the LRM processes on the ultimate beneficiaries of the project--the rural
poor. It will also look into how these effects emerged given the NEDA aid
USAID policy environments, and the premises (e.g. resources, systems, etc.)
which condition how implementing structures operate . It will describe
whether the project's administrative and management systems affected the
overall generation of impact. How has the project measurably improved their
productivity, income and well being? Consistent with project objectives, the
evaluation will measure a) the extent to which the project has successfully
supported and advanced the Aquino administration's policies of
decentralization, rural economic recovery and poverty alleviation; and b) how
overcoming constraints in these majcr policy areas contributes to more
efficient, equitable growth.
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B. Specific Tasks. The requested report will include but not be limited to
the following specifications:

1. Decentralization. The Project Paper suggests that (p. /) "the
critical missing element in the GOP's decentralization program which this
project seeks to add, is the active involvement of local governments, the
private sector and poverty group members themselves. Local governments must
engage the creative efforts and resources of people and the market place by
assuming the role of development catalyst." This will require that "local
governments develop a greater understanding of existing resources and resource
management capabilities within local communities and how they are used and
learn to assist these communities in strengthening their capacities to help
themselves." As such, the LRM concept recognizes that decentralization is
important to effectively deliver government programs which are targetted to
the poor.

a. Reorientation of Provinces.

(1) Document how and the extent to which the LRM process has enabled
provinces to explicitly define interventions for target groups outside of LRM
resources. What has been the long-term, institutional contribution of the
provincial poverty analysis to working more effectively on problems affecting
the rural poor? Document how the poverty analysis has been applied using
non-LRM resources. As a long-term commitment to experimentation and applied
research, what do LRM provinces do differently now than when the project
started? This question will be particularly germane in the original provinces
where LRM is phasing out. What has changed and how? What will LRM leave in
place and what are the achieved or expected development results of this
reorientation? Is there a better planning capacity, a more technically
competent staff, a better sense of identity or legitimacy as an LRM
participant province?

(2) Decentralization will be sustained in the long run only if it
efficiently uses resources and equitably distributes the benefits. Document
how and the extent to which the LRM process contributes to the long-term
sustainability of decentralization. In the original LRM provinces and as
information is available, assess changes in the distributional effects of
local expenditures following the introduction of LRM. To what extent has the
LRM process institutionalized a poverty-oriented pattern to planning and
implementing resource allocations.

(3) How should the LRM strategy be tied into the Provincial
Development Plan? Document how the Provincial Development Plan has directly
influenced or changed LRM as well as non-LRM local development activities.

b. 'People-centered planning".

(1) Drawing on well-supported conclusions, document the extent to
which LRM has institutionalized the vision of a "people-centered" planning and
budgeting framework. When donor support for LRM is withdrawn in 1991, what
planning framework will be left in place? What lessons can be distilled from
the LRM experience that people-centered planning is more effective than more
top-down conventional planning frameworks?
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(2) As the national counterpart for LRM, NEDA is also in charge of
the national development planning process. What, if any, effect has LRM had
in reorienting this planning process? The NEDA regional planning process
starts with proposals from municipalities. The proposals are then reviewed
and consolidated at the provincial level into a Provincial Development
Investment Program (PDIP) which is then sent to the Regional Development
Council for consolidating into the Regional Development Investment Plan.
Traditionally, the role of LGUs have been that of list makers and they have
had little or no impact on the outcome (i.e., budgets) of planning for
national development projects in their area. Using data as available,
identify and document how this planning process reflects a more
people-centered, bottom-up orientation as a result of LRM: Has NEDA issued
clear directives to foster more effective LGU participation in the planning
process?

c. Subproject system. The contractor will use the recently-completed
"Review of the LR Subproject Financing System" by Dr. Carino as a major data
base for this section.

(1) Up to now, USAID has "purchased" process outputs for subproject
funding: poverty group strategies, annual program plans and subproject
proposals. Yet, subprojects are one of only two areas of tangible project
impact (the other being the Community Projects Fund or CPF). Subproject funds
reinforce the re-otientation process by enabling provincial governments to
implement their plans. This evaluation will concern itself with the
efficiency and effectiveness (distributional effects) of how subproect
activities have benefited targeted poverty groups. Describe the extent to
which the selection of subprojects improved as provinces matured as LRM
participants. Document: a) the relationship of subprojects to poverty
analysis and strategy formulation; b) the cost per beneficiary; c) "whether"
or "extent to which' subprojects are designed to better take into account
local conditions; d) "whether" or "extent to which" subprojects generate more
beneficiary group participation; and d) the impact of subprojects, if any, on
poverty alleviation; e) are provincial subprojects responsive to the needs of
the poor? In what ways?; f) have there been increases in real income among
the beneficiaries as a result of sub-projects?; ) determine whether LRM"planning cycles" are effective poverty alleviation and local development
strategy.

(2) The project paper argues that "the replicability and
sustainability of LRM will depend ultimately upon demonstrating...that the
targeted, participatory approaches to planning and investment at the local
level are less costly and more effective in achieving development objectives
than the current non-targeted, largely non-participatory approaches" (p.20).
Document whether and how subprojects have advanced this argument. Assess a)
the longer-term impact of recurrent subproject costs, b) the maintenance of
infrastructure subprojects and c) the longer-term sustainability of livelihood
subprojects.

2. The PVO approach. The contractor should draw on the
recently-completed-sTudy by Dr. Emma Porio for this section. While "Track I,"
provincial planning, was conceived to be the central LRM component, the 1987
external evaluation concluded that the "Track III" PVO approach (beneficiary
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participation) was the most successful LRI component. According to the
Project Paper (p. 13), "the main purpose of this component will be to test the
feasibility of integrating bottom-up planning approaches with provincial and
regional planning and budgeting systems. Successful approaches can then be
incorporated into municipal and provincial subproject planning and
implementation systems."

The contractor shall also examine the critical role of PVOs in local
development, particularly those which were established out of LR4
experiences. Do local PVOs possess the required capabilities to sustain the
LRM initiatives? Do PVOs provide cost effective delivery mechanisms for
technical assistance at the local levels?

a. The PVO - Local Government Unit (LGU) linkage.

(1) Development literature has long established the flexibility of
using PVOs in grassroot beneficiary-participation and poverty-alleviation
strategies. PVOs have also been established as effective vehicles in the
Philippines for on-lending credit funds. Identify and discuss, LRM's
contributions in this area. The PVO - LGU (provincial and municipal) linkage
is key to this question: Drawing on well-supported conclusions, document: a)
how well the use of PVOs facilitated testing alternatives approaches and
integrating the results of that testing in LGU planning and implementation of
development activities; b) the extent to which this integration occurred,
including the possible effect of using nationally-based PVOs; c) how it
strengthened the LGU role in local development, improved the quality of local
development projects and increased the responsiveness of LGUs to local
development needs; and d) how specific PVO approaches were integrated into
provincial subproject planning and implementation.

(2) Define how the PVO approach has influenced a) a new or improved
provincial impact delivery system and b) other regional/provincial/
ine agency activities. In the original seven provinces, draw conclusions on

the success of LRJ4, including its determinants, in creating and sustaining
PVO/LGU linkages. Draw lessons regarding implementation in this area which
may need greater attention for longer-term sustainability and impact.

(3) Describe a) the role of PVOs in strengthening the Provincial and
Municipal Development Councils and b) extent to which these councils perform
more effectively as a result. Can this strenthening role be replicated and
what lessons can be drawn for supporting local autonomy?

b. The Community Project Fund (CPF). The CPF (the second and final
area of tangible project impact) is a grant fund which supports the organizing
efforts of the PVOs. PVOs initially administer the fund from which loans are
made to beneficiary groups. When the PVO phases out, the fund is turned over
to a local PVO or foundation in agreement with the concerned province.
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(1) Identify and document the extent to which the CPF effort has a)
resulted in beneficiary-initiated activities which improve the well-being of
rural people, b) supported the current GOP thrusts on rural economic recovery,
decentralization and a "pro-poor" approach and c) fostered a partnership
whereby LGUs define the agenda, provide the direction and resources and the
PVOs define the methodologies and practical tools for intervention. Document
lessons learned from the overall CPF experience and make recommendations, as
appropriate, for its continuing role and replication as it may apply to other
GOP local development initiatives: a) are PVOs effective vehicles for
channeling credit funds?; b) were funds loaned at prevailing commercial
rates?; c) is the CPF an effective mechanism for human capital
formation?; d) what factors contributed to or detracted from the CPF "success"
(however defined)?; e) how was the provincial poverty strategy used to guide
CPF decisions?; f) have the CPF projects increased the real income of poverty
groups? How much? g) are CPF projects responsive to the needs of poverty
groups? Why?; h) are CPF projects being implemented by beneficiary groups
viable? sustainable?; i) are CPF projects cost-effective? How much per
beneficiar ?.

(2) Assess how local LRM actors (provincial and sub-provincial) view
prospects for sustaining CPF progress and momentum in the post-LRM period.
How do the locally-created beneficiary groups view their role and support post
LRM? The main issue in group formation is that the group has to recognize not
only the need and the benefits to be obtained from forming a group, but in
maintaining it as well. Do more mature beneficiary groups a) have more of a
say in their own destiny, b) avail more of government services, and c) become
involved in more facets of local development? Where nationally-based PVO
assistance has already phased out, how self-reliant are local beneficiary
groups?

(3) Identify and document the extext to which provincial governments
have utilized their own resources to implement CPF-type activities. If this
is not happening, why? How have provincial governments abstracted
from/absorbed the various community organizing approaches into their own
service delivery systems?

3. LRM present and future. LRM Phase II began in 1988 with the purpose
of improving the capability of local organizations to plan and implement
activities that address the needs of the rural poor. Phase II will "focus on
the replication of tested local development approaches that emphasize poverty
group-focused planning whereby the rural poor actively participate in the
local governments' planning processes" (PP Supplement p. 6). At the same
time, seven years into project implementation, LRM has entered into its final
stage of implementation: USAID's support to the project will end in August,
1991. The contractor will need to consolidate findings and recognize that the
next generation of support for the LRM concept, as appropriate, will come from
the GOP. Will NEDA consider continuing LRM as a regular GOP activity/program?
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a. Replication of tested local development approaches.

(1) Identify and describe in detail, according to the technical
assistance contracts that have been signed for Phase II implementation, what
tested local development approaches LRM is replicating. What "Phase I"
provinces accomplished over a lengthy five-year gestation period from 1982-87,
Phase II provinces will have to accomplish in, for the most part, less than,
eighteen months. How has LRM Phase I set the stage for this significant
implementation shift?

(2) At the provincial level, first-level poverty analysis using
secondary data is supposed to be conducted to prioritize the groups for target
assistance. To what extent is this happening? To what extent is: a) a more
simplified analysis of the poverty situation providing a basis for the
provincial strategy formulation and b) there evidence that beneficiary
participation and municipal program planning is being integrated with the
provincial strategy formulation and investment programming process?

b. LRM phase out.

(1) Describe in well-documented detail what features of project
implementation are explicitly aimed at enhancing the post-completion
sustainability and replicability of LRM objectives. How have provinces been
prepared to eventually graduate from LRM assistance? How do provinces view
the post-LRM support role of the NEDA Regional Offices? Using this analysis
as background, suggest a set of institutional and impact indicators for
measuring what foundation the project can hope to leave in place by August,
1991. Include well-defined milestones for tracking implementation progress
and project performance against these indicators.

c. The future.

(1) This significant but admittedly complex section will critically
examine whether the LRM model, as the contractor choses to define it, can be
viewed as a broader resource to help the GOP achieve some of its
decentralization and rural ecoaomic recovery goals. Looking toward the
future, it should distill from and synthesize information from all preceeding
sections. Document lessons learned from the LRM experience that contribute to
broad policy recommendations dealing with short- or long-term poverty and
decentralization issues. In its bottom-up, people-centered planning focus,
what have we learned about poverty implications and local development
strategies for decentralization? What is the longer-term contribution of the
CPF and subprojects (the two mechanisms of tangible project impact) to future
local development strategies in the Philippines? Successful beneficiary group
development should have a major role to play in both sustaining local
development as well as reducing costs to government, which is less well
equipped to play such a role permanently. Present as much conclusive evidence
as possible/appropriate to show whether LRM Is an effective model to deal with
poverty dynamics in the Philippines.
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IV. Briefing and Reports.

A. Briefin. In addition to informal discussions with USAID and NEDA
contacts during the contract period, the contractor will brief the LR4 Project
Committee at the mid-point of the evaluation on efforts and findings to date
to seek any mid-way changes in the evaluation approach or methodology. The
contractor will be responsible for holding or conducting an exit debriefing at
USAID and NEDA, summarizing the relevant findings and conclusions of the
evaluation.

B. Reports. Within one week of the start of the evaluation, the
Evaluation team will submit the evaluation framework for approval by NEDA-PMO
and USAID. In addition the contractor will submit the following reports:

1) Draft report: This will be submitted not later than 20 calendar
days after the start of the study and will be circulated for comments among
concerned GOP and USAID officials.

2) Final report: rour copies of the final report will be submitted
to USAID not later than five calendar days upon receipt of comments from the
draft report. Copies will be distributed to the appropriate GOP and USAID
officials and will form part of the permanent project records.

The above reports will follow guidelines found in Chapter 12 of, Handbook 3
and the AID Evaluation Handbook. The final report will not exceed 50 typed,
single-spaced pages, excluding any appendices, and will follow the following
outline:

o table of contents
o excutive summary.
o project identification data sheet
o body of the report
o appendices

The executive summary states the development objectives of LRM, purpose of the
evaluation; study methodology; findings, conclusions and recommendations; and
lessons learned about the design and implementation of this kind of
development effort. The body of the report will include a discussion of:

o the project background and goals (brief summary);
o the purpose and key questions of the evaluation;
o the project's changing economic, political and social context;
o study and analytical methodology;
o evidence and findings in response to Section III;
o conclusions;
o actionable recommendations based on the conclusions;
o lessons learned of broader application to USAID/Manila and GOP

programs.
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The contractor is also responsible for preparing the Project EvaluationSummary (PES). Appendices should include a copy of the evaluation scope ofwork, the project logical framework (Phases I and II), a list of documentsconsulted and individuals/agencies contacted, the study methodology andrelevant technical topics as appropriate.

V. Technical Direction.

A. The LRM Project Officer, or her designee, and the LRM ProjectCommittee will provide the necessary technical direction for this contract.The contractor will be responsible for providing all administrative
requirements of the evaluation and will submit all required outputs inaccordance with the schedule described in Section VI below.

VI. Contracting schedule.

Events Dates

Issuance of PIO/T March 19, 1990commence informal solicitation (or CBD?) March 26, 1990submission of bids to USAIC April 16, 1990selection of contractor April 19, 1990
signing of contract April 23, 1990submission of evaluation framework April 24, 1990
mid-way debriefing May 18, 1990submission of draft evaluation report May 21, 1990
submission of final evaluation report May 28, 1990
exit debriefing May 31, 1990

VII. Team composition. The evaluation will be carried out by a team offive experts consisting of two (2) U.S. and three (3) Filipino experts. TheInstitutional Development Specialist will function as the team leader.
A. Team Leader/Institutional Development Specialist.

(1) The primary responsibility of the team leader will be tocoordinate and manage the evaluation and provide technical expertise in thearea of institutional development and management. The team leader will haveprimary responsibility for ensuring the direction, timely preparation andsubmission of the evaluation framework and the draft and final reports. Theteam leader will participate fully in the evaluation and will provide key
inputs on the institutional development issues beina assessed.
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(2) The team leader/institutional development specialist is a senior
consultant position and the incumbent must have a Ph.D. or equivalent
experience in a field of study related to institutional development, includin!
a minimum of eight years experience in project management and analytical work
in a developing country setting. The incumbent ideally will have had previou!
team leader experience, previous experience in the Philippines and knowledge
of USAID's procedures and project evaluation.

B. Decentralization Specialist.

(1) The decentralization specialist will be responsible to the team
leader and will focus primarily on examining the local government
capacity building objectives of LRM. The incumbent will identify and analyze
the LRM decentralization processes and practices for planning and
implementation.

(2) The decentralization specialist will have formal training at
least a Bachelor's degree in public administration or political/social
sciences. The incumbent should have broad "hands on" (as opposed to
theoretical) knowledge of decentralization in a developing country setting.
The specialist should have a minimum of four years' experience working in the
field, preferably including work in the Philippines. Experience in performin(
evaluations is also necessary.

C. Rural Development Specialist.

(1) The rural development specialist will be responsible to the team
leader and will focus on documenting how LRM has improved the welfare of the
rural poor. The incumbent will have primary responsibility for assessing the
sustainable and replicable effect of the CPF and subprojects (the two areas oi
tangible project impact) on improving rural economic growth and incomes.

(2) The rural development specialist will have formal training at
least a Bachelor's degree in agriculture, development economics or other
social science field. The specialist will have a minimum of four years
experience working in the field, preferably including work in the
Philippines. Experience in performing evaluations is also required.

D. Planning Specialist.

(1) The planning specialist will be responsible to the team leader
and will focus primarily on identifying and documenting the success of LRM in
institutionalizing a bottom-up, people-centered planning process. Working
closely with the decentralization specialist, the planning specialist will be
responsible for documenting the effect of the poverty analysis as a basis for
planning and strategy-based project identification at the provincial and
sub-provincial levels.
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(2) The planning specialist will have formal training at least a
Bachelor's degree in regional planning, rural development or public
administration. The specialist will have a minimum of four years experience
working in the field, preferably including work in the Philippines and in
performing evaluations.

E. PVO Specialist.

(1) The PVO specialist will be responsible to the team leader and
will be primarily concerned with the PVO related aspects of LRM. The
incumbent will identify and document the successful institutionalization and
replication of tested PVO local development approaches. Apart from
traditional PVO community organization and poverty alleviation, the specialist
will identify the unique contributions of LRM in this area.

(2) The PVO specialist will have formal training at least a
Bachelors' degree in development administration or a related social science
field. The specialist will have a minimum of four years' experience working
with PrOs in the field, preferably including work in the Philippines and in
performing evaluations.

VIII. Fundi°fg

Project grant funds of $99,066 will be used for this evaluation activity
chargeable against the evaluation/audit element of the project. (Please refer
to Attachment B for the breakdown of budget estimate).

WP8937R-
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PROJECT-LOGICAL FRAMEWORKS: PHASES I AND II



LOCAL REBMRCC H&XGEMENT Totml U.S. Wunding: 06.0 HISILsxo
Logical Framework Date Prepared: 6/21/02

NARRATIVE SUIMARY OBJECTIVELY VERIFIABLE MEANS OF IMPORTANT ASSUHPTIONS
INDICATOR VERIFICATION

Goal (multi-phase program) Measures of Coal Achievement Purpose to Goal Assumption

To replicate and institution- 1. Provincial governments are increas- 1. GOP viii make necessary
alize tfthin the CDSS regions ingly determining and independent- adjustments in existing
innovative approaches to ly acting upon local priorities as systems and procedures
local development which pro- measured by: to incorporate LM
mote greater self-reliance, lessons.
productive employment, and a) A stream of locally initiated Review of provincial
real incomes among disad- projects that support and pro- and municipal project 2. Provinces and RDC8&
v~ntaged residents in rural mote self-help development portfolios and the will sustain comitment
arcase among'defined target groups; evaluation of their to targeted development.

impact on intended
b) The exercise of greater dis- benefileriea. 3. The HOn ill honor its

cretion by provincial gov- commitment to devolve
ernments over the use of Review of local devel- authority to regions
nationally allocated budget- opment expenditures and for allocating devel-
ary resources (e.g. SIR allot- guidelines. opment resources.
ment) for local development'
activities; 4. The GOP will continue

its policies and
c) Increasing local government con- Review of local govern- activities aimed at

tributions to development ac- ment contributions to putting into effect
tivities, including creating a local development. regional development
healthy economic environment for planning, budgeting,
private sector involvement in and lira agency
this process; and operations.

d) Increasing mobilization of Review of commmity con-
community recources. tribution to self-help

development activities.
2. Provincial and regional plans and

project desigrareflect a targeted Review of plans, pro- S. The GOP's regionalize-
-focus evolving from LRH and theve ject designs, and tion drive will allow
concepts are influencing planning planning guidance, for increased provn-
guidance to other regions, cial and municipal

participation in devel-
3. Local resource Institutions in- Review of curricula opment programming

corporating LRH lessons including and training programs. deciefon4 and not result

a targeted focus in their curricula simply in centralization
ar the relnnal level.
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NAIRRATI VE SUhMARY OBJECTIVELY VERIFIABLE HEANS OF IHPORTANT ASSUMPTIONS
INDICATOR VERIFICATION

Project Purpose (Phase I) End of Project Status:

To identify replicable, targeted LRH developed systems and approaches
approaches to local development prove vorth replicating on expanded
In six provinces which can be scale based on evidence that:
extenaed and institutionalized
throughout the CDSS regions Ln 1. Track I provincial strategy
subsequent phases, approach is:

a) resulting in identification of Reviev of RDC approved
subprojects which show clear subproject proposals
potential for reaponading to which have been or are
target group needs; being implememted.

b) appropriate to PDS needs/capa-
cities and fits withhn the Assessment of how useful
existing regional planning and provincial and HEDA
budget systems; project staffs find

c) encouraging private sector partL- systems and approaches
cipation in local development; that have bean developed

d) reshkping thinking of PDS toward duking Phase I. Also,
helping specific target groups project reports, evalua-
help themselves. tions.

2. Track 2 financial monitoring sys- Same as lb).
tems prove a) suitable to provin-0
cial/municipal needs, b) appro-
priate to provincial/municipal
financial staff capabilities, and
#) useful in identifying actions
leading to increased local revenues.

3. Track 3 activities prove that Same as lb).
closer cooperation between local
PVO's, other private sector organ-
izations or representstives, and
municipal governments can lead to
greater beneficiary participation.
in local developmcnL activities.
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NARRATIVE SUMAIY OBJECTIVELY VERIFIABLE MEANS OF IMPORTANT ASSUMPTIONS
INDICATOR VERIFICATION

4. Lessons have been sufficiently docu-
mented and management support mechan-
tams are adequately developed to
permit replication of selected

approaches and systems, as measured

by:

a) Training modules incorporating Project reports and
LRM concepts and methods evaluations.

developed and an use; and

b) Provinces, NEDA, and local Itroject reports and
resource institutions evaluations.

vorking effectively as a

support network for LitH
expansion.

Project Outputs Masnitude of (%Otputs: Output to Purpose

Assumptions:
1. Targeted strategy approaches Approved initial provincial LRH project records

developed and tested, strategies: (cumulative) and evaluations of

responsiveness of
FY 83 84 a5 strategies to local

3 6 6 needs.

2. Enhanced provincial (PDS) A) Approved annual program plans. Project records and Capacity to implement
capacities to develop and evaluation of degree subprojects viil evolve
to obtain funding for sub- b) Approved subproject proposals of fit betwaen sub- In response to the parti-
projects in.support of ap- developed by PDS. projects, plans, and cular technical needs of
proved strategies. strategies. the more innovative

projects under LRM--and
those capacities can be
developed through the cx-

iating functionally definec
programs of GOP, including

.a\



HARRATrVE SUMMARY OBJECTIVELY VERIFIABLE MEANS OF IWORTAT ASSUMFTIONS
INDICATOR VERIFICATION

USAID-suiported Rainfed
Resources Develoiment and
Rural Enterprise Devel-

opment,

c) Evidence of better provincial Reviev of progress
technical, social, economic, in preparing better
and environtaental feasibility subproject feaa-
studies submitted to RDC In bLlity studies.
support of subproject pro-
poasis.

d) Key provincial staff oriented Project records.
and trained in basic LRH
approaches: (cumulative)

FT 83 84 85
14 V9 r0

3. Approaches for encouraging a) Inventories of private sector Project records
private sector involvement firms and organizations, their and evaleationa.
In local development &tel- capacities and Interests pro-
oped and tested. pared and tested by provincial

governments as means to help
define the role of private sector
in subproject implementation.

b) Incentives for stimulati4 Project records and
greater private sector parti- evaluations.
cipation in local development
identified and tested.
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APPENDIX E

EVALUATION METHODOLOGY

The Local Resource Management Project [LRM, #492-0358]
presents the evaluator with a daunting task. It was prescient,
anticipating a national movement toward increased local autonomy
and authority at a time when, for all its rhetoric, the govern-
ment was highly centralized. Originally approved in 1982, the
project was evaluated in 1987 and redesigned in 1988. In this
process various elements were expanded or eliminated, geographic
foci were altered, beneficiaries redefined, and the project
reintegrated. It thus represents a shifting object of study in a
political and national milieu which also underwent traumatic
changes. The revised project is now due to end in August 1991.

The scope-of-work for this project is both extensive and
highly detailed. It calls for an impact evaluation--an examina-
tion of the effects of the project on its intended beneficiaries.
It is also concerned with effective decentralization, the repli-
cability of the process of local resource management, and its
sustainability. Although this evaluation team is charged with
concentrating on impact, process issues could not be avoided, as
the instructions to the team indicated.

The project evaluation is further complicated by the partic-
ipation, also redefined in 1988, of the NEDA centrally and its
regional offices, together with local government at the provin-
cial, municipal, and barangay levels. Critical to the evaluation
and the effect of the project is the involvement by selected
Philippine voluntary organizations [PVOs], to which prominence
has been shifted in the revised project. These organizations are
variously national and regional.

Fundamental to this evaluation is the changed milieu in the
Philippines toward local autonomy and authority as a result of
the EDSA revolution of 1986. Constitutional provisions and
government reorganization have positively affected the atmosphere

*in which this project operated. This change in the political
economy, although meeting resistance from various vested politi-
cal and L-conomic interests, has provided an added fillip and
saliency to the project's objectives.

The team also notes the long history of USAID efforts to
strengthen local administration, a process that it has supported
for some thirty years through various project formats. This
project in part draws on that experience (including such earlier
projects such as PDAP], and the team has examined this project in
the light of such past support.
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This impact evaluation is severely restricted by time con-
straints, which limit possible sampling procedures, site visits,
and consultations. Although there is voluminous documentation on
selected aspects of the project, it is scattered and often not
accessible given the time available for its recovery, and some of
it still awaiting analysis. Primary research by outside consul-
tants on beneficiary impact was only partly complete as this team
began its work. Although this is an impact evaluation, the team
cannot personally conduct any measurement of such impact, al-
though field work has provided insight into individual barangays
and subprojects, and allowed us to assess the degree to which
some of the efforts assisted the poor. It also allowed us vali-
dation of some of the conclusions of others.

Although the scope-of-work was comprehensive in those
elements of the project it covered and provided a useful guide to
the team, it did not include the second element from the origi-
nal 1982 project, real property tax administration, that had
become a separate entity. The team believes that this was an
proper omission, as its integration into the project from the
outset was intellectually appropriate but administratively
unwieldy and confusing in some quarters. The issue of training
[including technical assistance and certain types of research],
however, had been omitted from the team's instructions. The team
concluded that the inclusion of this element was critical to the
evaluation, and thus incorporated it throughout the report. The
team could usefully have employed the services of a locally
available consultant on credit systems. This element of the
project has never before been assessed, and the team quickly came
to the conclusion in its field work that such a person would have
been an important addition to the effort. An appendix on this
subject explores many of the issues related to this subject.

The scope-of-work notes the "central focus of this external
evaluation" [page C-2] as the question, "What, then, has been
the demonstrable contribution of LRM to solving the problems of
rural poverty and providing choices for the poor to help them-
selves?" That document continues that this evaluation is to
access and document thoroughly "the extent to which LRM strength-
ens, in support of decentralization, the capabilities of local
government units (provincial and municipal) to plan and implement
local development activities, and the extent to which this effort
has resulted in the improved well-being of poverty groups." It
is "concerned about the measurable effects of institutional
development and the LRM processes on the ultimate beneficiaries
of the project--the rural poor." It mandates concentration on
decentralization issues (including reorientation of provinces,
"people-centered planning, and subproject systems); the PVO
approach [including links to local government and the Community
Project Fund]; and future issues.
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Conceptually; the team considered that there were threeessential components to this evaluation. They were:..

* The socio-economic Impact on the beneficiaries,
however defined..

• The institutionalization [thus sustainability and
replicability] of the newly developed local capacity,including those of government and 'voluntary and civicgroups, to manage increased resources and improved
responsiveness to local needs.

* The lessons from this complex set of processes for
other continuing or new decentralization efforts.

The institutionalization of capacity in local government wasstrengthened through the inclusion of large scale training and.technical assistance efforts [some 15,000 individuals, accordingto project documentation) at the regional, provincial, municipal,and barangay levels. The socio-economic improvement in benefi-ciary lives [some 172,200 people in 20,000 families over fouryears, according to the Project Paper Supplement] was to be pro-vided through two streams of assistance:

[1) the Special Project Fund, managed by the NEDA andprovincial governments, a grant account essentially
used for local infrastructure; and

[2] the Community Project Fund, managed by nationalPhilippine voluntary organizations, which in tur.nestablished or helped local groups to which it loanedfunds for income-generating projects.

-Within this conceptual framework and, given the importanceof the operational organizations, the team believed the reportshould concentrate on the following issues, each of which was tobecome an discrete element of the report. These were:

1. The socio-economic impact of the subprojects on the
lives of the intended beneficiaries.

2. The roles, functions, and efficacy of the PVOs intheir mobilization of barangay peoples; the delivery oftraining and technical assistance at all levels; and
monitoring of sub-projects.

3. The institutionalization of the decentralization
process and the concept of responsiveness to local
needs.

4. Management issues related to central and local
governments, and USAID as they related to impact and
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institutionalization of project benefits, as well as
management of the early, non-PVO, technical assistance.

5. Sustainability and replicability questions consid-
ered broadly.

6. Lessons learned from this project that might be
applied to other local mobilization or decentralization
efforts within the Philippines, more generally to
projects in that country, and generically to donor-
supported efforts.

7. A separate discussion of credit issues, included as
an appendix to the report.

8. Questions associated with the planned phase out of
the project on August 31, 1991.

Significantly and necessarily, the project documents exclude
consideration of internal Philippine political issues. Yetdecentralization increased local resources and responsiveness to
local needs, as well as affected the distribution of power both
at the center and the periphery, and in the public and private
sectors. Any single project, however successful, cannot changethe politidal system, but rather may give the actors different
roles and weights, creating both support or resistance to theseefforts. The project, thus, is part of a prolonged process and
should be viewed as such rather than solely as a discrete and
self-contained effort.

After consultations, the evaluation team determined that if
impact were to be assessed, then the primary focus in field work
had to be on the provinces included in the original project
design (1982-1987), where projects had been in operation or
approved for some years, rather than the newly approved provinces
datin- from 1988, where socio-economic impact on purported
beneficiaries could not be measured. In the provinces includedsince 1988, however, the team believed that the efficacy of theprocess--if not the product--could be considered.

It must be noted, however, that Phase I of the project didnot focus on "impact" as an objective; it was concerned with the
learning process. Phase II did focus on impact. Even though
Phase I was devoted to the learning and experimentation process,
the experiment only partly took place, for the PVOs chosen each
had a somewhat different approach to organizing the rural poor,
and thus the original concept of approaching poverty from anoccupational vantagepoint was only partly possible. Yet the
evaluation team had to concentrate on Phase I areas to study
impact. Thus, the usual goal-purpose-output-input approach was
only marginally relevant.
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Two field trips were taken. The first, as a unit, was to
Iloilo, a newly included province, and Capiz, a province from the
original project. After returning to Manila, the team planned to
split, both groups going to older sites, one to Albay, the other
to Catanduanes, but weather prevented visiting Catanduanes.

In the time available, and after a delay because of a
typhoon that restricted travel, the team visited two of the seven
provinces from Phase I of the project [Albay, and Capiz, as well
as one additional province from Phase II [Iloilo]. It surveyed
some eight municipalities, and personally visited some two dozen
barangays, in which a wide range of subprojects were discussed
and, where possible, viewed. In addition, the team met with the
two NEDA regional offices charged with the oversight of the
project.

In addition to the restraints provided by time and resourc-
es, there are conceptual problems especially inherent in this

t evaluation. They result from changes in the environment and in
project redesign.

The profound changes in the Philippine economy and political
system over eight years, and the increased emphasis on local
government and autonomy, limit the evaluators from statistically
measuring the efficacy of the project results as a whole related
to the issue of decentralization, and then assigning causality to
the project itself. This, of course, is inherent in a complex
project of this sort, but the degree to which this is an issue is

! Lmore acute here because of the changed political milieu. The
team, in cases in which field work was done at the municipal and
barangay level, could indeed assign causality to the project.

The project redesign redefines essential elements of the
project, and most importantly the beneficiaries. They have
shifted from a carefully defined subset of the general poor--

*fishermen, upland farmers, landless laborers--to the general
population, the majority [some 70 percent, according to some

* sources] of whom are poor. It is not the purpose of this evalua-
tion to determine the intellectual justification of this shift,
which reflects general USAID planning documents, but rather to
note that it conforms with the changed political realities of the
Philippines and that it creates evaluation issues for this team.
A list of some differences is appended to this appendix.

* This evaluation does not focus. on USAID administration and
its role in the project over time, except insofar as it deals
with USAID's conceptual shifts, which were important and did
affect both the speed of implementation and focus of the project.
A different type of evaluation might well have dealt with the
donor as well as the recipient, and the evaluation team notes
Philippine concerns in this regard, especially as NEDA has felt
that administrative actions by USAID contributed to the slowdown
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of project implementation. Since the Scope of Work was jointly
arrived at, these concerns should have been reflected in it.
Detailed discussion of these issues is not normally a part of
impact evaluations, and the team has included management issues
only insofar as they affected impact.

.. The team wishes to thank local and central officials for
their time and support, but especially the people in the baran-L g~ys, who came in from the fields in the midst of the busy
transplanting season to answer our questions.

.
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Project Redesign Differences
[From the Revised Project Paper]

Goal
1982: "To replicate and institutionalize...innovative

approaches to local development which promote
greater self-reliance, productive employment, and
real incomes among disadvantaged residents in
rural areas."

1988: "To promote greater self-reliance, productive
employment and real income among the rural poor."

Purpose
1982: "To identify replicable targeted approaches to

local development in six provinces which can be
extended and institutionalized [sic]...in subse-
quent plans."

1988: "To improve the capability of local organizations
to plan and implement activities that address the
needs of the rural poor."

Project Outputs
1982: i. Targeted strategy approaches developed/tested;

2. Enhanced provincial capacity to develop and to
obtain funding for subprojects in support of ap-
proved strategies.
3. Approach for encouraging private sector
involvement in local development developed and
tested.
4. Provincial monitoring -and evaluation systems
developed and in use.
5. Approaches tested for linking private sector
activities and beneficiary organizations to pro-
vincial and municipal development activities re-
lated to selected target groups.

1988:
1. Improved socio-economic status of poor benefi-
ciaries.
2. Refined systems and procedures to local devel-
opment.
3. Enhanced capacities of LGUs and private insti-
tutions to operationalize participatory LRM plan-
ning process.
4. Monitoring and evaluation system developed and
in use at various implementation levels.
5. Livelihood and other projects.

In sum, a major shift from learning to impact, and from
the poor targeted by occupation to the generalized rural poor.
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H . E v alu at o n-A b strac l i Di sp q ed t e tace [WVovl~ d1

The central question posed by this impact evaluation, conducted one year before the project's
planned teraination in August 1991, was the 'demonstrable contribution of the project in solving the
probles of rural poverty and providing choices for the poor to help themselves,' and itscontribution to decentralizatiin and the -development of local government. The project uasexperimental, and uas designed as a learing process. It was a product of the New Directions and the
1983 CDSS. In Phase I 11982-198f), it difrerentidted poverty by province, toun, and villIge, and
occupational group. An external evaluation in 1987, based on revised CDSS following the revolution,refocused the beneficiaries on the geiieral rural population,arguing that all were poor. The project,hanaged by NEDA, used national--and theil provincial PVs to train, help organize, and monitor village
groups, and sensitive local goiv~i.t to euneficiary neeJs. Two proj.cts funds were established:one for grants to local governmient for benefiary-related iiwpcct. projits [mostly sliallinfrastructure],rtd another lending to vill-ge groups for income generating activities,

This evaluation, through-site visits and docuientatioi, review, was focused on Phase I afkas,
for Phase 11 activities were too recent for impact. The project was slow of impleientation for three
reasons: [1) internal is.des of manageilent; (2] the disruptions permeating Philippit;e society froy
1983 until 1988; ;ind [33 the se'quential process of working with tart gi.,ups through analyses,training, organization, riibtiatiori, lending and monittriri,, a6rd ik the case of i frastiucture,construction. Although soke provinces ihort circuited the beneficiary analysis and .hoice, the
evaluation found that generally the poor were being reached, but in far leps nubers than planned.The PUOs, a vital link in the process, each brought their own village-level oryg,,lizationil philosophy
and training to the project, thus vitiating thePhlsie I experimantal ndture of alleviatig poverty
through occupational focus.,

There were administrative deficiencies at a variety of levels, but iportant attributes of thtprojects were: the direct link to the benefiarisvs the indigenous PVOs, the initial f.,cus opoverty on the basis of futictional occupition, the tiaining anid reorientation process of government
toward the poor, and the legacy of setf-help. roreign donori dfd local govert-iernts are replicating
the process arid proiding additional funds for expaoiion related to the project's original concipts.
This was an innovative project at it-; ttceptiol in it; direct support ind cajpacity-building of local
govern ents its poverty focus, and its major PV0 componeit. (ow, due to internal added piquancy to
the teruination of Lhe effort. Some effuot to sl the processes is recomheinded.

CO S.1'S
I, Evaluation Costs

1. Evaluation Team Contract Number OR Contract Cost ORN~ame Affiliation TDY Person Days TDY Cost (U.S. S) Source of Funds

2. MisslonlOftlo Professional Stafi 3. BorrowerlOrantee Prolessional
Person-Days (Esiltnate)_ Staff Person-Days (Estimate)



A.I.D. EVALUATION SUMMARY - PART 11
SUMMARY ''

J. Summary of Evaluation Findlngs, Conclusions and Recommendations (Try not to exceed the three (3) pages provided)
Address the following items:

0 Purpose of evaluation and metho;1ology used * Princlpal recommendations
* Purpose of activity(lea) evaluated, a Lessons learned
* Findings and conclusions (relate to questions)

Mission or Office; r e This Summary Prepared: 1 tl And Date Of- Full Evaluation Report:

I '" , ... .

The central question posed by this impact evaluation, conducted one year before the porject's
planlied termination in August 1991s vas the 'deunstrable contribution of the project in .;olvin] the
problems of 'rural poverty and providing choices for the poor to help• themselves,". nd its
contribution to decentralization and the developoent of local government. -The prjict was
experimetitil, an d was designed as a learning process. It was explicitly a product of the New
Directions and the 1983 CDSS. In Phase I (1182-1987l, it diffenitiated poverty by province, town, and
villageand occupational group. An external evaluation in 1987i based on a revised CDSS following
the Philippine revolution, refo.:us-d he beneficiarii; on the general rural popul.ition, arguing that
all were poor. The project, managed by NEDA, used rational and ther, provincial PVOs to train, hello
organize, and ooitor village groups, and sensitize local govirn, ents to beneficiary need.. Tuo
project funds were established: one, the Sub-Proje:t Frid CP) for grants to local goverrnrsent for
beneficiary-related impact prjects [fiostly ami, inlrastru:turel, aid anather--the Conunity
Project Fund [CPF]--for lending to village groups foi income generating activities.

This tvaluation, through site and visits and douentatior review5 was focuied on Phase I
areas, for the expanded Phase 11 activities were too recent for ipactialthough they were germane
for institutionalization of the procets of beneficiary orientation.

Beneficiary Ipact: Although ther has been positive iwpact on he intended beneficiaries, it has been
less than originally anticipated. The princiile be,efi'iaries have been heiib'rs of cowmiunity
associations, who have in,:okcs well below the poverty st,)ndard in the Philippiris, Their. cokeunity.
groups, organized with the help of diverse PVY., are organized aroutd their primary occupations,
artisanal fisherman, landless agricultural rorers, and tenant, upland farwers. About two-thirds of
all tembers are wotenhowvewr. The two projects funds have variously henifitted the beneficiaries.
The Sib-aproject Fund (SPF] .ot y (71.G perceit] ,a. u.ed for infrastructure, priwrily roads asid
water systems. Although it was orijifially aiticipa= ,o '#lie beneficiaries ,ould help in the
selection and deijn tivlst uer imitiit.. at lhei provincial !ivoel. S.;,'e -lb-projects wire ofquestinatle benefit to the purpoted benefici iries, others lad a ereralized, but unweasurablt,

positive impac:t. There were few employikent or teinology benefits froil this i:atego,'y,

The Cowtiunity ProjeLt Fund (CPF] .as usej both fur individual sub-lernding frok, the group to
individuals, and for group enterprises, iuch a a brooA-aiking fa,:tory or deep sea fishing, Althouih
it is too early tu draw definitive conclusions, the credit todtl seemo to have kaee the most iapact
on individual beneficiaries, some of w om have done well. The organizationi ar *, I 'oweer,
econotically fragile because of weather and some tanagembrnt k.sues, including low repaypents of
loans. Some have been sustained, howeverfor four era.
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S UM MA R Y(Coflfued)

The Role of PYOs: lmplementation of the project has been a tripartite relationship between the
beneficiaries, the PVOs and local governent. Thoe PVOs, both national and local, have a
demonstrated capacity to work with the rural poor, using their own-.organizational methodologies.
They were important in he training process, and their effectiveness seems to have varied. The CPr
approach wai necessary to the organizational elforts with the beneficiaries, but the PVOSJ although
quite sophisticated in some aspects of monitoring, needed ikproved skills and understanding of the
credit process. There is evidence of the institutionalization of the beneficiary roles at the
municipal levels.

Institutionalization and Decentralization: The project process was intended to devolve both
authority and responsibility, and to aetch theu with the increased capacity of local institutions to
identi fy and adwinister dedveloprent i nterventions appropriate to local needs and conditions. This.
approach posited that the successful iden tififcation of local "interv.entions could only be guaranteed
by the involvement' of target beneficiaries throughout the process. Whereas ,earlier USAID efforts had
concentrated on institution-buildi'ng or infrastruct'ural development, the LRN was seen as blieaing
relatively new ground with its emphasis on poverty alleviation, livelihood activiti sl provision for
popular participation by the targeted poor and the'iivolvenlt of PVOs in assistilg to *obilize the
poor for self-help effort.;. All of these elei4dents pointed to the need for a local governmenit focus
as close as possible' to the rice roots of community organization. The choicce of the provinc'ial
level as primary focus reited on a co,.promiie betweeii the groth. of regional itstitutional power and
the paucity of institutional resources at the municipal level. Recognizing the iicreased capacity
and institutional coplexity at the regional level and the weakness of thse municipal actors who
were in the best position to recognize and respond to tie rieds of the ru al poor, the choice of the
province for e,,phasis 'was alsa seen as a means of intermediating between those levels. There is
considerable variation in Iknowledge of and i|volexeit in the project cii the part of municipal
actors. Provincial iniolveent in all aspects of 'the LRII ii subitantial .and has been' in,:reased under
the Phase II redesign. Not 'only is the province responsible for orga;izing and overseeing
municipal prograis, but it now plays a role in deteruining its own technical assistance a,,d research
needs. Provincial institutiotis are primary in all of the forciative steps in the LPN process.

Management: Proje ct management was located in in office i,, IIEDA, whi.ch had .re.;p~isIU'I!ity' for
budgetting, contracting, evaluating subpr6jects, ard pro'i'ding irellectual 5uidanc ," coordinationt
lateral .omuni,ati, n aooig'the regiOns. Provinciat go"verntments were responsibli for sob-project
proposals and inpleAientation. The project anageent broke down at the locJl. go;ernwent level with
coniequefnt .slow releaie of funds.anid slow ihqpleientation of sub-projects. These eventi were greatly
exacerbated by the political upheeavals during ost'of the life of fhe project.'The choice .of NEDA
as projet nanaer had iepli:ations for its cpacity to influence local goverliments, over whi.ch it
hdd no supervisory role.

Sustainability, Replicability, ard Phase Out: Politifcal events in:the Philippines have pushed, the
essential couporents of this innovative but flawed project to pulicy cernter. Decentralization is now
constitutionally manddted. The focus of govtrn&ent is on the po)r. PVOs are centeal to . renment
policies. Sustainability of'project concepts (not the prcject or its,elek,etsl has, becowe policty'.
Sustainability is , separitely, a matter of relationships and procexses, insititutiois; anid benefits
in manners not always integrate . the foci on the poor, the PVOsI and decntralization: are
sustilinable, but the cffective;iess of the relatioships and the deliver 9f benefits d4pends on
continous training ard finarncial flexibility. Project -e currently being replicated by
local go.'erfelnti ard f,:eign d,)Iors,but dati erri exist wherin the now vibrant politicil process miy
become paramount in th.e iotivation.
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S U M M A'R Y (Continued)

The project has developed processe that deserve continuation. These include the poverty-
centered focus use of PVOs, tile training proceis, reorientation of government tovard concern for the
poor, and the legacy of cobuniyt sdlf-help. The evaluation notes that although tie USAID strateUy
has changed, as has its beaivficiary analysis, (h conc:epts behind this foject are nov ,ore accepted
and more germape to Philippine policies than vhen it was conceived. The evaluation suggests that
USAID find a means to ensuro that they continue, perhaps through a 'cooperative agreement' with a
pvO.

Lesson. Learnd: These iilude the folleing.:
t PVDs, because of different organizational approaches, should be ro di fferentiated ond

carefully selected for n ./. needed.
I The capacity to re-borrov4ay-be an iivportant i,ce;itivi to repay loans,
t Assumptions about interdepartwental coordination in project imoIeaentation should be

questioned,
t PVO finansing may be an effective counterpoise when the public sector is too fiscally rigid.-
1 Long lead timie ire icquirci for piojects i|v'olving loaxl organizing.
I The reasons for people forming coiaunity groups may be different from thuse sustaining ther,
: Rural credit systeis need ouch ,oce atte~ltion at ill levels.
t Refresher training for projects irievlving ,ii w sills and relationships is "required given

normal attrition and personnel tutrnavir.
t Reporting, monitoring, evaluation, and other hanagebent information systems should be

addressed early in proje,:t forulition.
* At the first sign of.isplektntation probleLs, sanagemO.t reviewz "hould bl carefully

considered in project design.
t Capability building must be a continous endeavor.
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, '" 't INSPUC IO S FO CO PI1 jiN AND SUDMIT1NG, ,.i ,, :I f

FOR CNMD S,1

' ,~ ,,• ' I

This form has two parts. Part I contains information to support utr anagement acton, and
This form has two 'Ih fuure A.ID. angmn, ci nto process the evaluation into A.I.D.'s aut6mated "memory". Tart II -is a self-contained summary' ofkey elements of the full evaluation report; it can be distributed separately to interested A.I.D. staff.

WHAT WILL THIS FORM BE USED ]FOR?

0 Record of the decisions reached by responsible officials, so that the principals involved In the
activity or activities evaluated are clear about their subsequent responsibilities:, and so that
headquarters are aware of anticipated actions by the reporting unit.

0 Notification that an evaluation has been completed, either as planned in the current Annual
Evaluation Plan or for ad hoc reasons.

* Summary of findings at the time of the evaluation, for use in answering queries and for directing
Interested readers to the full evaluation report.

a Suggestions about lessons learned for use in planning and reviewing other activities of a similarnature. This form as well as the full evaluation report are processed by PPC/CDIE into A.I.D.1's
automated "memory" for later access by planners and managers.

WHEN SHOULD THE FORM BE COMPLETED AND SUBMITTED? After the Mission or.A.I.D./W office review of the evaluation, and after the full report has been put into a final draft (i.e.,
all pertinent comments included). The A.I.D. officer responsible-for the evaluation should complete
this form. Pan of this task may be assigned to others (e.g., the evaluation team can be required tocomplete the Abstract and the Summary of Findings, Conclusions, and Recommendations). The
individual designated as the Mission or A.I.D./W evaluation officer is responsible for ensuring that the
form is completed and submitted in a timely fashion.

WHERE SHOULD THE FORM BE SENT?. A copy of the form and attachment(s) should be sent to
each of the following Ilhr places in A.I.D./Washlngton:

- The respective Bureau Evaluation Office

- PPC/CDIE/DI/Acquisidions, Room 209 SA-18 (Note: If word processor was used to type form, please
attach floppy disk, labelled to indicate whether WANG PC, WANG OIS or other disk format.)

- SER/MO/CPM, Room B930 NS (please attach A,'A.D. Form 5-18 or a 2-way memo and request
duplication and standard distribution of 10 copies).

HOW TO ORDER ADDITIONAL COPIES OF THIS FORM: Copies of this form can be obtainedby sending a "Supplies/Equipment/Services Requisition" (A.I.D. 5-7) to SER/MO/RM, Room 1264
SA-14 in A.I.D./Washington. Indicate the title and number of this form ("A.I.D. Evaluation
Summary", A.I.D. 1330-5) and the quantity needed.

PART I (Facesheet and Page 2)

A. REPORTING A.I.D. UNIT: Identify the Mission or A.I.D./W office that initiated the evaluation
(e.g., U.S.A.I.D./Senegal, S&T/H). Missions and offices which maintain a serial numbering system for
their evaluation reports can use the next line for that purpose (e.g., ES# 87/5).

B. WAS EVALUATION SCHEDULED IN CURRENT FY ANNUAL EVALUATION PLAN? If this
form is being submitted close to the date indicated in the current FY Annual Evaluation Plan (or If the
final draft of the full evaluation report was submitted close to that date), check "yes". If it is being
submitted late or as carried over from a previous year's plan, check "slipped". In either case, indicate
on the next line the FY and Quarter in which the evaluation was initially planned. If it is not included
In this year's or last year's plan, check "ad hoc".
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C. EVALUATION TIMING: If this is an evaluation of a single project or program, check the box
most applica'ble'to the timing of the evaluation relative to the anticipated life of the project or program.
If this is the last evaluation expected to inform a decision about a subsequently phased or follow-on
project, check "final", even though the project may have a year or more to run before Its PACD. If this
is an evaluation of more than a single project or program, check "other".

D. ACTIVITY OR ACTIVITIES EVALUATED: For an evaluation covering more than four projects
or programs, only list the title and date of the full evaluation report.

E. ACTION DECISIONS APPROVED BY MISSION Or, A.I.D./W OFFICE DIRECTOR: What is
the Mission or office going to do based on the findings, conclusions, and recommendations of the
evaluation; when are they going to do.it; and who will be responsible for the actions required? List in
order ofpriority or importance the key actions or decisions to be taken, unresolved issues and any items
requiring further study. Identify as appropriate A.I.D. actions, borrower/grantee actions, and actions
requiring joint efforts. Indicate any actions that are preliminary pending further discussion or
negotiation with the borrower/grantee.

F. DATE OF MISSION OR A.I.D./W OFFICE REVIEW OF EVALUATION: Date when the
internal M ission or office review was held or completed.

G. APPROVALS OF EVALUATION SUMMARY AND ACTIONS DECISIONS: As appropriate,
the ranking representative of the borrower/grantee can sign beside the A.I.D. Project or Program
Offiber.

H. EVALUATION ABSTRACT: This one-paragraph abstract will be used by PPC/CDIE to enterinformation about the evaluation into A.I.D.'s automated "memory". It should Invite potentially
interested readers to the longer summary in Part II and perhaps ultimately to the full evaluation report.
It should inform the reader about the following:

& If the evaluated activity or activities have characteristics related to the reader's interests.

0 The key findings, conclusions, and lessons.

* An idea of the research methods used and the nature/quality of the data supporting findings.

Previous abstracts have often been deficient in one of two ways:

* Too much information on project design, implementation problems, and current project status
discourages readers before they can determine if there are important findings of interest to them.

/"

• A "remote" tone or style prevents readers form getting a real flavor of the activity or activities
evaluated; progress or lack of progress; and major reasons as analyzed by the evaluation.

In sequential sentences, the abstract should convey:

0 The programming reason behind the evaluation, and its timing (e.g., mid-term, final);

* The purpose and basic characteristics of the activities evaluated;

* A summary statement of the overall achievements or lack thereof to date;

e A picture of the status of the activities as disclosed in the full evaluation report;

0 An idea of the research method and types of data sources used by the evaluators;

* The most Important findings and conclusions; and key lessons learned.

Avoid the passive tense and vague adjectives. Where appropriate, use hard numbers. (An example of
an abstract follows; ."bullets" may be used to highlight key points).
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EXAMPLE OF AN ABSTRACT

The project aims to help the Governmeni of Zaire (GOZ) establisl a self-sustaining primary health
care (PHC) system in 50 rural health zones (RHZ). The project is being implemented by the
Church of Christ in Zaire and the GOZ's PHC Office. This mid-term evaluation (8/81-4/84) was
conducted by a GOZ-USAID/Z team on the basis of a review of project documents (including a
4/84 project activity report), visits to nine RHZ's, and interviews with project personnel. The
purpose was to clarify some uncertainties about the initial design and set future priorities for activi-
ties. The major findings and conclusions are:

* This well-managed and coordinated project should attain most objectives by its 1986 end.

* Progress has been good in establishing RHZ's, converting dispensaries into health centers,
installing latrines (over double the target), and training medical zone chiefs, nurses, and auxiliary
health workers. Long-term training has lagged however, and family planning and well construction
targets have proven unviable.

*6 The initial assumption that doctors and nurses can organize and train village health committees
seems invalid.

- User fees at health centers are insufficient to cover'service costs. A.I.D.'s PRICOR project is
currently studying self-financing procedures.

* Because of the project's strategic importance in Zaire's health development, it is strongly rec-
ommended to extend it 4-5 years and increase RHZ and health center targets, stressing pharma-
ceutical/medical supplies development and regional Training for Trainers Centers for nurses, su-pervisors, and village health workers.

r. The evaluators noted the following "lessons":

* The training of local leaders should begin as soon as the Project Identification Document is
agreed upon.

W An annual national health conference spurs policy dialogue and development of donor sub-
projects.

* The project's Institution-building nature rather than directly service nature has helped prepare
thousands of Zairois to work with others in large health systems.

I. EVALUATION COSTS: Costs of the evaluation are presented in two ways. The first are the cost
* of the work of the evaluation team per se. If Mission or office staff serve as members of the team,indicate the number of person-days in the third column. The second are the indirect estimated costsincurred by involvement of other Mission/Office and borrower/grantee staff in the broader evaluation

process, including time for preparations, logistical support, and reviews.

PART II (Pages 3-6)

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS:
The following reflects a consensus among A.I.D.'s Bureaus on common elements to be inciuded in a
summary of any evaluation. The summary should not exceed the three pages provided. It should be
self-contained and avoid "in-house" jargon. Spell out acronyms when first used. Avoid unnecessarily
complicated explanations of the activity or activities evaluated, or of the evaluation methodology; the
interested reader can find this information in the full evaluation report. Get all the critical facts andfindings into the summary since a large proportion of readers will go no further. Cover the following.
elements, preferably in the order given:

1. Pumose of the activity or activities evaluated. What.constraints or opportunities does the loan
and/or grant activity address; what is it trying to do about the constraints? Specify the problem, then
specify the solution and its relationship, if any, to overall Mission or office strategy. State logframe

L purpose and goal, if applicable.

AID 1330-5 (10-87) Page 9
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2. Puo e of the e20al9ation arnd me1hodolo used. Why was the evaluation undertaken? Brieflydescribe the types and sources of evidence used to assess effectiveness and impact. ,
3. indLns and conclusion. Discuss major findings and interpretations related to the questions in'the Scope of Work. Note iny major assumptions about the activity that proved invalid, including policyrelated factors. Cite progress since any previous evaluation.

4. Princinal recommendations for this activity and its offspring (in the Mission country or in theoffice program). Specify the pertinent conclusions for A.I.D. in design and management of the activity,and for approval/disapproval and fundamental changes in any follow-on activities. Note any recommen-dations from a previous evaluation that are still valid but were not acted upon.
S. LJanikaMSA (for other activities and for A.I.D. generally). This is an opportunity to giveA.I.D. colleagues advice about plannihg and implementation strategies, i.e., how to tackle a similardevelopment problem, key design factors, factors pertinent to management and to evaluation itself.There may be no clear lessons. Don't stretch the findings by presenting vague generalizations in aneffort to suggest broadly applicable lessons. If items 3-4 above are succinctly coveed, the reader canderive pertinent lessons. On the other hand, don't hold back clear lessons even when these may seemtrite or naive. Address:

-- Proiect Desian -Implications. Findings/conclusions about this activity that bear on the designor management of other similar activities and their assumptions.
-- Broad action imnlications. Elements which suggest action beyond the activity evaluated,and which need to be considered in designing similar activities in other contexts (e.g.,policy requirements, factors in the country that were particularly constraining or

supportive).

NOTE: The above outline is identical to the outline recommended for the Executive Summary of thefull evaluation report. At the discretion of the Mission or Office, the latter can be copied.
K. A'TTACHMENTS: Always attach a copy of the full evaluation report. A.I.D. assumes that thebibliography of the full report will include all items considered relevant to the evaluation by the Mission
or Office. NOTE: if the Mission or Office has prepared documents that (1) comment in detail on thefull report or (2) go into greater detail on matters requiring future A.I.D. action, these can be attachedto thq A.I.D. Evaluation Summary form or submitted separately via memoranda or cables.
L. ,COMMENTS BY MISSION, AID/W AND BORROWER/GRANTEE: This section summarizesthe comments of the Mission, AID/W Office, and the borrower/grantee on the full evaluation report. Itshould enable the reader to understand their respective views about the usefulness and quality of theevaluation, and why any recommendations may havp-been rejected. It can cover the following:

- To what extent does the evaluation meet the demands of the scope of work? Does theevaluation provide answers to the questions posed? Does it surface unforeseen issues ofpotential interest or concern to the Mission or Office?

- Did the evaluators spend sufficient time in the field to fully understand the activity, its impacts,and the problems encountered in managing the activit)?

- Did any of the evaluators show particular biases which staff believe affected the findings?Avoid ad hominem discussions but cite objective evidence such as data overlooked, gaps ininterviews, statements suggesting a lack of objectivity, weaknesses in data underlying principleconclusions and recommendations.

- Did the evaluation employ innovative methods which would be applicable and useful inevaluating other projects known to the Mission or Office? Note the development of proxymeasures of impact or benefit; efforts to construct baseline data; techniques that wereparticularly effective in isolating the effects of the activity from other concurrent factors.
- Do the findings and lessons learned that are cited in the report generally concur with theconclusions reached by A.I.D. staff and well-informed host country officials? Do lowerpriority findings in the evaluation warrant greater emphasis?
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Table 3. SPF Projects: SummaryData for Projected and Actual Expenditure

Category Projected Percent of Actual Percent of Actual Expenditures
Expenditure Total Expenditure Totat as Percent of
,Pesos- -Pesos- Projected Expenditure

(2) (3)-(2)/total of (4) (5)/(4)/total of (6).(4)/(2)

project expenditure actual expenditure

Infrastructure
Projects

Road 19,947,885 41.7 8,909,541 47.9 44.3'

Water Supply 10,044,433 21.0 3,260,296 17.5 32.5

MuLti-Purpose

andTraining
Centers 4,281,919 8.9 624,814 3.4 14.6

Sub-total 34,274,237 71.6 12,794,651 68.8 -37.3

Fishing 3,502,628 7.3 1,930,755 10.4 55.1

Agro-

Processing 1,267,218 2.6 581,617 3.1 45.9

Agricultural .
Production 4,536,108 9.5 2,567,019 13.8 56.7

Otheri. 4,303,187 9.0 729,094 3.9 16.9

Total ........... 47,883,378 100.0 18,603,136 100.0

1. Includes low cost housing, dam construction, trading, and livelihood.

Source I Table 1. From NEDA, Sumaryof Subprojects Progress Report, LR Project, May 15, 1990.
Discrepencies betweenthis table and Table 14 are due to the use of different
data bases. Both data bases were provided by NEDA.



Table 4. SPF Projects : Status Report and Cost Per

Beneficiary by Project Category

STATUS

Category Completed Ongoing PipeLine Cost Per

"eneficiaryl.

1). (2) (3) (4) (5)

Infrastructure
projects

*Pesos,

Road 20 9 7 255

water
Supply 18 5 6 7 286

r "uLtS-Purpose
and Training

Centers 9 1 3 5

S Sub-totat 47 1s 13 19I,.,

r Fishing 15 10 4 1 154

Agro-
Processing 4 1 2 1

... . .

Agricultural

Production 16 10 6 677

Others2.. 6 3 . ,2 . . 1., 740

Total 88 39 27 22

.,

1. Using only projects for which data on projected
r expenditures and number of beneficiarires both exist.

Households have been converted to beneficiaries assuming
6 members per household.

2. IncLudes low cost housing, dam construction, trading, and
livelihood.

Source : Table 1: NEDA, Sumary of Subproject Progress Reports,

LRM Project, May 15, 1990. Discrepencles

between this table and Table 14 are due

to the use of different data bases.

4l
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Table 5. CPF Projects During Phase I : Leyte

Category Number Funds Percent of Total
Disbursed Funds Disbursed

Tunga
United
Entrepreneurs 19 489,046 44.3

Matalom United
Entrepreneurs
Inc. 12 329,060 29.8

San Miguel
Ilaw ng Buhay
Ass'n. NA 285,000 25.9

Total 31 1,103,106 100.0

Source : Table 2: NEDA, Community Projects Funds Status Report,
March, 1990.

I:/
1. 9

Ft
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Table 6. CPF Projects During Phase I : Catanduanes

Category Number Funds Percent of Total

Disbursed Funds Disbursed

Abaca
Production 3 942,480 64.3

Lasa
Production 1 206,013 14.1

Broom-
Making 1 316,350 21.6

Total ---- > 5 1,464,843 100.0

Source : Table 2:NEDA, Community Project Fund Status Report,
March 1990.

U;°
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Table 7. CPF PROJECTS DURING PHAGE I : ANTIQUE

Funds Percent of Total'
Category Number Disbursed Funds Disbursed

-Pesos-

Fishing and
Related
Activities 7 487,934 21.7

Pre and
Post Harvest
Facilities 6 407,772 18.1

Integrated
Farming 1 35,257 1.6

Agricultural
Trading 10 548,757 24.4

Bangus Fry
Concession 1 403,326 1709

Beach Seine 2 117,191 5.2

Cattle
Fattening 3 248,550 11.1

Total ---- > 30 2,248,787 100.0

Source : Table 2:NEDACommunity Project Fund Status Report,
March 1990.



Table 8. CPF Projects During Phase I : Capiz

Category Number Funds Percent of
Disbursed Funds disbursed
-Pesos-

Rice Production 7 257,478 41.7

Hog Fattening 3 33,523 5.4

Seed Production 1 2,735 .4

Livelihood 6 114,068 18.5

Credit and
Marketing 3 99,000 16.0

Carabao Loan 3 111,300 18.0

Total ----- > 23 618,104 100.0

Source : Table 2:NEDA, Community Project Fund Status Report,
March 1990.



Table 9. CPF Projects During Phase I Southern Leyte,

r Category Number Funds Percent of Total.
Disbursed Funds Disbursed
-Pesos-

Land
Redemption 8 175,670 11;.

L Integrated
Farming 5 83,208 5.3

Fishing and
Related
Activities 3 101,500 6.5

Livelihood 4 197,400 .12.5

Consumer
. Stores 14 399,500 25.3

Cooperatives 9 609,500' 38.6Ia
Carabao .
Breeding 10,400 .7

Total ---- > 44 1,577,268 100.0

Source : Table 2 NEDA, Community Project Fund Status Report,
March 1990

f.

I. . I
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Table 10. CPF Projects During Phase I : Eastern Samar

Category Number Funds Percent of Total
Disbursed Funds Disbursed
-Pesos-

Agricultural
Production 10 431,667 27.6

Buy-Sell 5 222,372 14.1

Consumer
Cooperative 3 152,023 9.7

Fishing and
Related
Activities 6 435,712 27.,9

Small-Scale .

Industries 2 158,845 10.2

Other 2 163,620 10.5

Total ----- > 28 1,564,239 100.0

Source : Table 2:NEDA, Community Project Fund Status Report,
March 1990.

*1 . ,

6



Table 11. Loan Disbursed, Repaymentsto Principte and
lepaMymet *ate: CPF Loans Made in 1985

and 1986 to "Conmunity Associations

Category Barangay Loan Repayment to AmortIzation of
Disbursed Principle of Percent of

Loan Disbursed

r €)(2) (3) (4) (5)u(0)/0)

I. -Pesos- -Pesos-

Integrated Buenavista,

Farming Padre Burgos, 40,900 40,763 100.0

Southern Leyte

Integrated Sta. Sofia,

Farming Padre Burgos, 255,100 123,785 48.5
Southern Leyte

Fishing Pandan, 60,711 20,789 31.5
Antique

Pre and Post
Harvest San Andres, 65,900 34,380 52.5
Facilities Pandan, Antique

Fishing MartInez,Tibiao54,120 5 ,247  9.7
Antique

r
langus Fry Sabang West
Concession Bugasang 403,326 0 0

Antique

L Fishing Sabang West,
Bugasang 179,500 0 0

r Antique

Livelihood Malocloc Sur,

Ivisan, Capiz 19,223 223 1.2

t Rice Mianay, Sigma
Production Capiz 22,000 2,000 9.1

Total ........ > 1,136,037 227,187 20.0

Source: TabLe 2 : NEDA, Community Project Fund Status Report,

March 1990.

T44



Table 12. Indicative Lists of Projects of CPF
Funding During LRN Phase II

P'R 0 1 NI NC E S

Category of Occidental Masbate' Ilo-Ilo
Sub-Project Mindoro

Fishing and
Related
Activities 6 6 3

Cooperatives - 6

Infrastructure 6

Agricultural
Production 4 2

Livestock
Raising 4 2

Seaweed
Plantation 3 1,

Small-Scale
Industries 6 - -

Others 1. 6 - -

Total ----- > 27 14 14

1. Includes seed production, cold storage, and farm inputs

Source : Masbate- Project Proposals : Municipalities of Balud,
Monical, and Cawayan. Prepared by the Provincial
Development Staff of'Masbate, 1990.

Ilo-Ilo- Indicative Listing of CPF Projects. Prepared
by Kahublagsan Sang Panimalay, 1990.

Occidental Mindoro. Provided by FEED during a meeting on
6-5-90.



Table 13. AAs and CDCsIF~s Released by DDN to DL6F/HDF for

Subproject Component under the LRH Project

--------------------------------------------------------------------------------------------------------------

L Advice of Allotment C D C / Funding Warrant Unreleased CDCWN

No. and Date Amount No. and Date Amount Amount

-- --- ----- - -- - - - - - -- - -- - - -- - - - - - -- ---- -- - - -- - -- ---- - - -- ---------

CY 1984

A2-433-84-4-12 P81500,000.00 CDC 1116222 did. 09/25/85 P8,500000.00
dated 12/31/84 Unexpended Balance (1) (743,730.00)

TH I S-05776812 dtd. 08117/898 60396.00 P 663,334.00

CY 1985

- A2-186-85-3-09 .15,000,000.00 CDC I 116254 dtd. 09/26/85 158000,000.00. dated 0/19/85 Unexpended Balance (M) (15,000,000.00) 0.00

TW I B-05776012 dtd. 08/17/88

[. CY 1986

1-0095-86-4-001 31000000.00 TN I B-05778344 dtd. 04/05/89 555,167.00 1,950,000.00
L dated 05/28187 TN 1-05781782 dtd. 06/22/89 494933,00 .

V CY 1988
L

E3-0096-002 10,000,000.00 TW i 8-05781782 dtd. 06/22/89 10,000,000.00 0.00
dated 06/0188

Total ..........) P 36,500,000.00 P 3,996,666.00 P 20613334.00

(1) Undisbursed amount behore the implementation of the
New Disbursement System per DOF, DON & COA Joint Circular 4-06A
dated January 2, 1988 for issuance of Funding Harrant,

Source i DOF-HDF Report, August 1909.
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APPENDIX H

CASES STUDIES

Case Study 1: Poverty group focus

Lat-asan

The barangay of Lat-san is positioned precariously on.a
small spit of land between the sea and a channel. One hundred
tenant families live here. Deep-sea and sustenance fishing, when
weather permits, are their main sources of income. The average
Lat-asan household survives on a monthly income of P300.

Besides being poor, the community depends on the outside
world for all of their needs other than fish, including fresh
drinking water in the dry season. The nearest market is one hour
away by boat; the commercial fare is P14 for a round trip. All
rice, vegetables, and other consumer goods must be bought there.
Children must go to school, by boat, in a neighboring barangay on
the main land. The priest visits the island once a month; the
mid-wife every third Wednesday; and the doctor occasionally.

In 1984, a typhoon struck the island unexpectedly, leaving
hundreds of Lat-asan villagers dead in its wake. The community
has had no electricity since then. The storm also destroyed all
of the motorized boats owned by residents.

In 1988, a community volunteer from Capiz Development
Foundation organized a community association for Lat-asan.
Members received training in team building and financial
management skills. Recently, the group received a P40,000 CPF
loan. The Group used the funds to make loans to 12 individual
members, each of whom used his share to buy a new, motorized boat
and fishing equipment. Each loan recipient hopes to increase his
income and repay the loan within three years. Other group members
will then be eligible to take out loans. In this way, the
villagers hope to increase average monthly household incomes in
their community to P400.

The Lat-asan community association gained another benefit
from being organized. Earlier this year, a new owner took
possession of their island. He wished to disposes the residents
of Lat-asan and began court procedures to accomplish this. He
planned to use the land on which they have built their homes for
prawn cultivation. The association members, with the help of
their community organizer and the attorney for Capiz Development
Foundation, fought back. They won the legal battle to stay on the
land that they lived on for generations. Had they not been
organized, there is virtually no chance that they could have won
out.,against the powerful landlord.



Case Study 2: Income generation impact

"MARIA"

Maria,a widow, is a member of the community organization in
the barangay of Balit. In 1987 she borrowed P400 in order to
purchase a piglet. She fattened it and sold it 10 months later
for P1,500. After repaying her loan, she borrowed again for
another piglet that she eventually resold for another P1,500.
After paying back her second loan, she borrowed P2,000 to finance
the opening of a sari-sari (variety) store. The store is
successful and she already repaid P1,000 of her outstanding loan.

"Maria" used the profits from small businesses to send her
son to college. This was important to her since she had only
completed 5th grade. She said that her son would not have had the
opportunity to further his education if not for the LRM project in
her community.

Case Study 3: Community Association as a Credit Union

MIANAY

Philippine Business for Social Progress (PBSP) organized a
community association in Mianay in 1986. It started with 32
members, all tenant farmers and their wives. The primary occupation
of the group members is rainfed rice production. All members
received training in team building, formulation of bylaws,
bookkeeping, and project management.

When the group was well-established, they received loans from
PBSP, the CPF, and from the municipality of Sigma. These funds were
relent, in turn, to individual members. Five members each borrowed
P5,000 for the purchase of a female carabao in 1988. The animals
are used for tilling farm land, rental to other farmers, -nd
breeding. Three of the carabao have produced calves, so far. At the
end of each cropping period the borrower pays back principal of
P600 and interest on the outstanding balance at 15 percent per
annum. To date, the borrowers are current on their repayments.

Other members have taken loans for purchasing fertilizer and
chemicals for rice production. Each member can borrow up to P1,500
per hectare. As with the carabao, repayments are due after the
cropping season is over. If there is a calamity -- such as a
typhoon or drought -- that wipes out the season's crops, the
members pay back interest only. If the crops are good, they pay
back principal as well. All the outstanding loans for farm inputs
are current.



Other loans have been made to members for sari-sari stores,
buy-sell operations,and other micro enterprises. Recipients of
these loans,as with the other types of loans, are chosen by a

7: screening committee, selected by the group's general membership.

The group currently has 45 members; 41 of them are women. The
group's president is a good manager who can always account for all
of the funds entrusted to her. The openness of her management has
contributed to the group's success.

Case Study 4: Group Enterprise

DIVINUBO

The twenty-one sustenance fishermen who made up the Divinubo
Association for the Upliftment of the Poor initiated a fishing
enterprise. The technique employed by this group involves the use
of the payaos a large rdft made of bamboo poles tied together
with nylon cord, which is towed out to sea and sunk. After
several weeks, it accumulates algae that attract little fish that
in turn attract big fish. The payao is good for catching tuna and
other large fish. This fishing technique requires constant
guarding of the payao to prevent non-group members from catching
the large fish that it attracts.

The Divinubo association used a CPF loan to buy the
materials for constructing several payaos; pumpboats for towing,
guarding, and fishing; and fishing equipment. Group members
agreed to take turns guarding the payaos and fishing. Wives of
the members also were involved as middlemen for selling the
catch. Also, the group allocated funds for communal vegetable
gardens for off-season employment for the fishermen.

Although the group is still functioning and has made several
repayments on their loan, members have encountered many problems.
Two pumpboats and a payao were destroyed in typhoons. Also, non-
group members have been fishing in the area of the group's
remaining payao. Moreover,the wives did not have time or contacts
for marketing the catch. Group members proved reluctant to give
up established contacts with the traditional middlemen, also.
Finally, the fishermen were not interested in gardening, so the
communal gardens were only a limited success.

Source: Emma Porto,GO and NGO Partnership with the Rural Poor:
The LRM Approach to Rural Development. December 1990,
pp.36-37.



Case Study 5: Empowerment ,

PANDAN

Associations of bangus-fry catchers, organized by PBSP,
joined together to form the Kilusang Bayan sa Pangingisda ng
Pandan (KPBB). This municipal-based organization represents 356
members. With the support of the municipal and provincial
governments, it was able to secure for its members the concession
rights for catching bangus fry. The price paid was well below
that paid by former concession holders. To maximize its profits,
the organization, with the support of barangay groups, was able
to pass a municipal-wide regulation to make bangus-fry smuggling
an illegal activity. This case is an excellent example of how
beneficiary groups can apply political pressure to gain control
of a'resource base.

Source: Emma Porio,GO and NGO Partnershi, with the Poor:
The LRM Approach to Rural Development, December 1989,
pp.59-60

Case 6: Empowerment

ALBAY

In Albay, one community group recognized their united power
in the face of perceived injustice. While a SPF project was being
constructed in their barangay, the villagers noted that the
quality of the workmanship was shoddy, that someone on the
construction team was selling gasoline assigned to the
subproject, and that villagers were not being hired to work on
the project as they understood they would be.

The villagers banded together, and protested directly to the
Project Office in NEDA, Manila. Their protest was directed by
NEDA to the provincial office, where the provincial officials
planned to negotiate with the villagers. When they arrived in the
barangay for talks, they found placards and posters protesting
the situation. After discussions, the issues were resolved, and
from then on regulations were in force to assure that 50 percent
of construction labor (unskilled] would come from the barangay
concerned, while the skilled labor could be brought in from
outside. The provincial officials were clearly impressed with the
organizational capacity of the barangay inhabitants, who had
clearly felt themselves empowered by the need for action, and the
model of group cohesion.
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OVERVIEW OF PHILIPPINE PVO
COMMUNITY ORGANIZING STRATEGIES INTHE LRM PROJECT

I. INTRODUCTION

In LRM Phase I. four national PVOs were contractred: The Philip-
pine Business for Social Progress (PBSP), Ilaw International
Center (IIC), International Institute for Rural Reconstruction
(IIRR), and the University of the Philippines at Los Banos
Development Foundation (UPLBDF).

Each of the above PVOs brought in their own philosophy and
community organizing approach. This paper shows the approaches
made by the Philippine Business for Social Progress and the Ilaw
International Center based on the reports submitted to NEDA LRM
Office.

The objective of this exercise is to identify the similarities
and differences between the two approaches but no attempt will be
made as to the effectiveness of each PVO in their community
organizing and training efforts.

II. THE PHILIPPINE BUSINESS FOR SOCIAL PROGRESS APPROACH

Two.major strategies were used by PBSP in operationalizing the
LRM Project concept:

o Strategy I. Organization Building Approaches Towards Em-
powerment of the Poor

0 , Strategy II. Capability Building Approaches Towards a
Poverty Focused Municipal Development Planning and Implemen-
tation

PBSP focused beneficiary organizing efforts on marginal upland
*farmers, sustenance fishermen, landless workers and tenant

farmers. PBSP covered Antique, Southern Leyte, Capiz, and
Eastern Samar in LRM Phase I.

STRATEGY I.

PBSP's approach to community organizing constituted two interre-

lated frameworks 1) Community Organizing and 2) Organizational
Building

COMMUNITY ORGANIZING

Framework for the community organizing consisted of four or-
ganizational tasks which were done simultaneously with organiza-
tional building:
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0 Situation Analysis

Major feature of this task is to deepen and widen the
understanding and perception of the beneficiaries on theirpoverty situation, factors that bind them together andevents going on around them.

o Community Mobilization

This task starts when the intended beneficiaries participate
in the Situation Analysis. It involves activities such as
problem identification, and prioritization of goals and
projects.

o Resource Mobilization

This task starts when the organized groups have decided to
venture into community problem solving process. It involves
activities related to assembling the internal and external
resources necessary to generate and sustain group action.

o Leader Identification and Group Formation

This framework is defined in three levels of organizationalK growth stages:

''.Level I. Leadership Orientation and Organizational
F- Formation

Critical activities during this stage are:

a) Community and household visits
b) conduct of community assemblies
c) conduct of participatory research activities for

situation analysis: community profile, poverty prof-
ile, resource inventory and analysis

*d) identification of potential leaders
e) conduct of barangay based team building training

L programs for identified potential leaders
* f) conduct of group meetings to follow through implementa-

tion of the core groups initial plans

, Level II. Organization Consolidation and Capability
L' Building

At this stage of development, the organized groups focus on
*- organizational and project concerns, systems and procedures

. developed as well as enhancing their capabilities in or-
ganizational and project management. Following critical
activities are done:

a) Firming up and consolidation of organizational and
project management systems and procedures.i:



b) Sustaining group action in'planning, implementation,
monitoring and evaluation of short-term and long range
social and economic projects, including organizational
management concerns.

c.) Formal training programs are conducted with emphasis
on:

o Organizational Management
- Basic and Advanced Leadership and Organiza-tional Management Skills Training

Training Irograms for Community Organizers
and volunteers

- Relationship Building Training
- Commitment Building Training

o Project Management
- Basic Agribusiness Projects Management

Training
- Preparation of Simple Project Proposals
- Simple Bookkeeping and Records Keeping
- Technical Skills Training Programs

d) Conduct of organizational assessment sessions to
determine organizational growth

e) Linkage Building for resource mobilization

Level III. Organizational Institutionalization/
Expansion

At this level, the organization's project systems and
procedures attain a level of refinement and capabilities of

the barefoot technicians are upgraded.

STRINTEGY II.

PBSP worked with municipal level government structure that could
influence decisions in allocating resources of poverty groups.
Reaching the poor through the Municipal Development Councils
(MDC) was their logical choice. PBSP expanded its work agenda to
include mobilizing the MDCs-at various steps in the LRM planning
cycle: poverty otudy, poverty strategy formulation, and project
identification, development and monitoring. Framework for
organization building for the MDCs were as follows:

- organizational formation
organizational consolidation

- organizational expansion
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Each of these framework had key skill areas that need to be
developed: ,

- Institution building/organizational management and resource
I mobilization

This key area sought to develop the capabilities of the MDC
members in managing their respective MDCs as functioning
organizations and in generating resources that could support
its internal and program operations. Activities included
conduct of baseline studies highlighting local poverty
situation, team building, planning and assessment sessions,
and operationalizing defined systems and procedures

- Municipal development strategy formulation/implementation

Activities to develop the capacities of the MDCs to formu-
late and implement poverty-focused municipal development
strategies inlcuded: training sessions on strategy formula-
tion to define mission/goal and objectives. Municipal
development strategies and programs were formulated in the
context of the local poverty situation.

Program management

Emphasis was given to program packaging, systems and proce-
dUres and resource mobilization.

- Advocacy

This key skill area attempted to transform the MDCs'into
local government development organizations whose efforts are
focused on continuously attending to municipal-wide con-
cerns. The above activities contributed to making the MDCs
advocate aspirations of the poverty groups.

III. THE INTERNATIONAL ILAW CENTER APPROACH

The IIC brought in to the LRM Project its Ilaw ng Buhay Approach
which views the community and the local government as a whole.
The approach involved a phased process of generating collaborat-
ing activities between the community and the local government in
planning and implementing projects based on identified problems
and rpmources. Inherent to their approach are the complementing
otrategies of training and organization.

Training is seen to provide the educational foundation and
htimulus for undertaking activities. It is premised that full
understanding of issues that affect the community and acquisition
of basic skills precede action from the people. Organizing
processes build the collective and cooperative capacities of the
community and local government to pursue courses of action based
on agreed goals. Organization also serves as a vehicle for
groups to continually assess and learn from experiences.
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Ilaw focused on organizing the community rather than a specific
poverty group. They covered the province of Catanduanes in Phase
I of the LRM Project.

THE ILAW NG BUHAY PROCESS

The process has three distinct phases: 1) Social Preparation
Phase 2) Pre-Consolidation Phase 3) Consolidation Phase

SOCIAL PREPARATION PHASE

This phase lays the groundwork for linking the community efforts
to developmental activities initiated by local governments on
technical agencies operating in the area. It seeks to prime-up ......
collaborative efforts between the government and organized
communties. Both local institutions and community are encouraged
to implement a single social development plan. In a span of 12
months, the following activities are done:

o Orientation of Provincial Officials

This seeks to orient the members of the Provincial Develop-
ment Council to the Ilaw ng Buhay approach and consult them
on crucial issues.

o Community Self-Survey

A survey, based on secondary data is done to come up with a
development profile of the municipality. This is done in
coordination with the municipal staff and technical agen-,
cies.

o Formulation of Municipal Social Development Plan

Based on survey findings, all sectors including civic groups
and barangay representatives are encouraged to draft a
single development plan and that the services in all sectors
shall converge to the most deprrived segment of the popula-
tion.

o Intensive Training for Project Implementors and Volunteers

This activity aims to convert the development plan into
action using training as the primary tool to prime up the
implemenation process. Training activities inlcude

S- training of Barangay Development Volunteers
- organization and training of Family Heads and Mothers
- training of volunteer development trainors who are

recruited from the ranks of teachers, businessmen,
civic leaders
training of Chapter Officers of the organized family
heads and mothers
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o Provision of Priming-Up Funds - funds are provided for the
community for chapter-identified projects in cases where
local resources are quite scarce. This is to build up local
confidence and lay groundwork for gradual refinement of
skills required in the next phase. Training to insure
effective utilization and management of funds is conducted.

o Monitoring and Evaluation

Each training activity comes out with an action pllan which
is monitored and the performance evaluated periodically.

The neighborhood made up of (20) family heads and mothers are or-
ganized into Chapters. Each chapter member elect their officers.
All chapter presidents constitute the Ilaw Executive Committees
at each barangay. The Chairman represents the private sector in
the Barangay Development Councils. A municipal Ilaw association
is formed and the chairman also represents the private sector in
the Municipal Development Council.

PRE-CONSOLIDATION PHASE

During this phase, IIC directs the attention in further strength-
ening the capability of the local development councils to manage

'. the k~rcess. Simulatenously, it trains the organizations towards
effecting meaningful relationship with government.

Major activities for this phase are as follows:

a) Review of the Social Preparation Phase. This is undertaken
jointly by the local governemnt and the community organiza-
tions at each implementation level. This is to identify
non-functional units or chapters, problems encountered in
the service delivery, and the need for particular skills on
both the local government and community organization. An
output of this activity is the retraining of volunteer
trainors and other local implementors.

b) Revision of the Social Development Plan - with IIC guiding
the local government and the community organization, the
Social Development Plan will be revised with the aim of
improving management and use of the Municipal Data Bank,
greater use of Ilaw Network for the delivery of services,
local funding for community activities and projects, iden-
tification of income generating projocts to sustain the
development process and the need for linkages with provin-
cial and othe entitites to facilitate prompt responce to
community initiatives.
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c) Turn-over Responsibilities - this activity results in the
formal phase-out of the IIC area tea, It is highlighted by
the adoption of roles and acceptance of responsibilities by
both the Municipal Development Council and the Community
Organization.

CONSOLIDATION PHASE

At this phase, IIC's role is relegated to monitoring the process
as implemented and managed by the Municipal Development Council
and the Municipal Ilaw Association.

During this phase, motivational training is mostly undertaken byrthe local trainors. Livelihood project is given emphasis during
this phase. the ability to generate incone on the part of the

connumity organization is a vital factor which can master con-
solidation work.

IV. FINDINGS

SIMILARITIES

o Prior to organizational work, both PVOs made a survey to
establish the profile of the community

o The Municipal Development Councils were viewed as key actors

in implementing programs for the poor. It was therefore

imperative that the MDCs should be brought in to the process
of organizing the poor and that the MDCs should develop also
their own capacities in planning and implementing programs
for the poor.

o It was recognized by both agencies that a cadre of community
volunteers to continue PVO efforts in organizing and provid-
ing technical assistance have to be developed.

L o Intensive training on project implementation was also
undertaken by both agencies.

o Barangay and Municipal Development Councils were reactivated
and where in such councils, the community groups were
represented.

o Both PVOs considered the income generatingprojects of the
beneficiaries as a primary activity in consolidating com-
munity organizing efforts

*fL0



DIFFERENCES
0 The basic difference betweenthe two agencies was the focus

of community organization. PBSP focused on specific poverty
groups within a given barangay while Ilaw organized the
whole community.

o PBSP combined two approaches - organizing poverty groups for
empowerment and for economic self-sufficiency while Ilaw
focused its organizational approach on strengthening the
local community structures..

ISSUES

As no attempt will be made to gauge the effectiveness of each of
the PVO approach, the following issues will just be raised:

o Poverty focused programs which attempt to involve the whole
community may tend to dissipate benefits for the intended
beneficiaries and there are dangers that the "elite" in the
community may take-over in the long run.

o However, to sustain poverty organized groups, they should
not be organized in isolation of the community.

o The role of PVOs in community organizing efforts is vital.However, their involvement with the project is only within

the time frame of their contract with the project.. A two
year fast track organizing effort would not be enough to
leave in the communities a self-propelling community or-
ganization. While phase-out mechanisms are in place, com-
munity organizing experience has shown that there is a need
for a sustained re-training and monitoring activities.
Would the local governments or local PVOs have the capacity
and the resources to continue these activities?

o As Income Generating Projects (IGPs) have been found to be
necessary in consolidating the organizational efforts, the
sustainability of these community organizations are there-
fore largely hinged on the success of the IGPs.

The evaluation team has identified that the management of
the income generating projects have been found to be the
weakest component in the community organizing efforts of the
PVOs.

-li



IIC's SOCIAL DEVELOPMENT - COMMUNITY DEVELOPMENT
FRAMEWORK AND PROCESS MATRIX

Phase I : Social Preparation

Training Field Operations Training Field Operations
---- ----- I ----------------------------------

V Inputs

1. 2.
Orientation of Mobilizations of Orientation of Determination of

Municipal officials; local government Mayor and local training and

Mayors, Sangguniang personnel staff on survey logistical
Barangay (SB) findings and poverty requirements for

members, and Rapid micro-situation groups the Social
Technical/Line analysis (e.g., sustenance Development
Agency (TA) Heads fishermen, landless Seminar/Workshop

Social investigation farmers, agriculturaL (SDS)
in most depressed workers, etc)
barangay and

Vinterview with
V :reference families

for validation

Outputs

1. 2.
Commitment of local Initial problem- Final, problem- Organized working
government to oriented municipal oriented committee for the
participate in socio-economic socio-economic SDS
preliminary profile profile

Survey/rapid
micro-situation

- analysin of SDS Training design

municipatlity

1;.Adoption of the Ranking barangays
INBA approach by according to status
the SB and Municipal of poverty groups
Development Council

L(MDC) Identification of
most depressed
barangays for purposes
of demonstration and
training

V



Training Field Operations Training Field Operations

-------- I---------------------------------------------------------------------------

Inputs

3. 4..
Social Development Reviwe and formal Orientation of Deployment of

Seminar; Sectoral adoption of action barangayofficals extentionworkers
Planning plan by SB and MDC

Organization of Training of Zoning of barangays
Family Development Development trainors into Chapters and
Task Forces by MDC Units
for operations
planning

Selection of Data-gathering on
extension workers barangay
for delivery of socio-economic
services to the poor situation for

purposes of the
Family Ilaw

Selection/recruitment Training (FIT)
of teachers as
Volunteer Development Scheduling of FIT
Trainors (DT)

Team-building for

Otlocal trainors

outputs ..

1,3. 4.
One-year integrated Integration of SDAP Trained indigenous Coordination among
Social Development to Municipal volunteers extension workers
Action Plan (SDAP) Development Plan

Selection of Adoption of the INBA Barangay baseline
depressed barangays approach and program profile and actual

by the Barangay problems/experiences
Development Council as bauis for trainin

Organization of (BDC)
Task Forces Schedule of FIT

classes



Training Field Operations Training Field Operations

------------------------------------ --------------------- I---------------- ----------

Inputs

5. 6.

Family Ilaw T raining Implementation of Chapter Off icers ~ Categorization of
family plans and training benu'iciaries
projects

Orientation of Chapter meetings Unit leaders '  Installation of
School Teachers training monitoring system

for chapter
implementation

Orientation of Monitoring/supervision a Finalization and
extension workers of family activities implementation of

by unit leaders and chapter plans and
chapter officials projects

Integration of Ilaw Organization of

principles and Municipal INBA
messages in
classroom lectures, Formation of linkage
PTA meetings, between the local

L.convocations, etc. government and the
INBA network

Outputs

5. 6.

Formation of Simplified sectoral Identified problems Established barangay
neighborhood plans/projects for data bank
chapters and units family implementation

Election of chapter Chapte;r plans Categorized
officers and unit beneficiaries
leaders

Chapter projects

representation of
Family plans INBA to the BDC and

MDC



Training Field Operations Training Field Operations

Inputs

7.
Training of INBA Formulation and
officers Implementation of

INBA support plan

Local government use
of INBA network

Regular chapter and
INBA meetings

Regular INBA monitoring
of community
projects/activities

Outputs

7.
INBA support plan Monitoring reports at

community level



Phase II & III :Pre-Consolidation and Consolidation

• - - - - - - - - - - - - - - - - - - - - - - - - - - - - --- - - - - - - - - -

Training Field Operations Training Field Operations

Inputs

8. 9.
Chapter Officers Formulation of live- Livelihood training Validation of indivi-
Livelihood Training lihood credit system; for beneficiaries dual livelihood

availment; utilization project plan and
and collection budget

Training of Identification of Approval of project
Project Manager credit beneficiaries proposals and

contract signing
Establishment of
mechanism for capital Release of capital
build-up and utiliza- seed fund
tion of chapter funds

Conduct of Project implementa-
feasibility studies tion, monitoring and

evaluation
Project proposal
preparation and Credit supervision
review and collection

Establishment of
contracts by credit Recycling of funds
recipients INBA and
IIC

f.

Outputs

8. 9.
Livelihood Action Livelihood projects Project plans and Livelihood Project
Plan budget contracts

Service delivery Credit recipients
skills Skills in project Use of capital seed

Credit utilization implementation fund and supervised
scheme credit

Project reports

Chapter social funds

rI



Training Field Operations Training Field Operations

Inputs

10. 11.
Assessment and Revision of action Evaluation of program Formulation and
Re-planning plans and strategies and turn-over of operationalization
Workshops: Chapter, responsibilities to of guidelines based
barangay and INBA and MDC on initial experience
municipal levels

Re-training of Establishment of
project implementors municipal data bank

Implementation of
revised/updated
plans at all levels

Regular monitoring
and evaluation at all
program levels

Outputs

10. 11.
Identified strengths Revised/updated Institutionalized Management of prograr
and weaknesses action plan INBA program approacl by INBA and MDC

Utilization of INBA
network specially by
technical line
agencies

Funding of activities
by local government

Phase-out of IIC
project team



Philippine Business for Social Progress (PBSP)

Updated Organization Building Framework for KDCs

STAGES OF GROWTH I II IIl

------------------- ------------------------------- -----------------------------

ORGANIZATIONAL FORMATION : : ORGANIZATIONAL CONSOLIDATION : ORGANIZATIONAL EXPANSION a
. . . . ..-------------------------------- .---------------------------------. - -------------------

Institution :- Clear statement of Mission t a- Clear, relevant goals I a- Clear, relevant goals :
Building/ : viz-a-viz poverty group % a embodied in a poverty a a embodied in a poverty
Organizational : (Council functions, goals i i focused program with M & E i a focused program with M & E
Management/ i and objectives) I a scheme and tested a a scheme and tested
Resource I, technologies : technologies
Mobilization a a : 2 2

t- Identified municipal a a- Consolidated/increased a :- Structure and systems
strategies and programs I resource base : supportive of goals and a

a a a a I objectives

i- gualified members 2 i- Shared leadership with a 1- Generation of internal I
beneficiary participation t resources

* I I . S

- Workable operating systems a a- Linkage with resources/ i a- Shared leadership with a
and procedures t a power institutions, i.e., : representatives from

: a Sangguniang Bayan, : a beneficiaries
a I : Provincial Structures, Local: a a

I a resource institutions i a- Competent and committed a
t I a committee members
I a- Effective Management of I a
a a internal and external I a- Institutional linkages

2 2 a conflict a a

2 I 2 2 2 1

Municipal t- Defined/workable internal : 2- Continuing poverty analysis 2 2- Continuing poverty analysis
Development : structure to carry out I 2 2 2 2

Strategy a poverty focused programs i 2 a 2

Formulation/ 2 * .- Refined Municipal i- Refined Municipal
Implementation I a Development Strategy t Development Strategy

I I 2 2 2

2 2 :- Feasible structures and I a a
* systems supportive of :

: i municipal poverty-focused I

4 : program with competent and: :
2 2 : multi-skilled committee 2 2

2 2 : members 2 2 1

2 2 2- Written annual work plans i a- Short and long term a
I t 2 2 2development plans consistent:
I I : with strategy I

2 2 2 I 1 1

a a a a a- Expansion of area coverage 2

2 1 2 2 2 and programs a

2 2 1 2- Disseminated technologies i

Advocacy Role a a a- Recoaendation of policies a a- Recommendation of policies i
2 to be adopted by Sangguniang: a to be adopted by Sanggunlangi
2 Bayan which are supportive a a Bayan which are supportive a

a a : of poverty groups a a of poverty groups I



Fhilippine Business for Social Progress (PBSP)

Organizational Building Framework for Poverty Groups

STAGES OF ORGANIZATIONAL GROWTH

I II III

-------------------- ---------------------------- ------------------------------

LEADERSHIP ORIENTATION/ i a ORGANIZATIONAL CONSOLIDATION i a ORGANIZATIONAL
a ORGANIZATIONAL FORMATION i a CAPABILITY BUILDING I a INSTITUTIONALIZATION i
----------------------------- ---------------------------- - --I--------------------------I

Organizational a- Clear statement of goal i a- Clear statement of goal/ : a- Clear statement of goals/
Nanagement I a a objectives a a objectives

* I I : a

a- Set of functioning a a- Organization with legal : a- Organization with legal :
:officers and leaders a a personality I i personality
I I I I

a- Defined Structure I :- short and long term I :- Functioning and skilled a
I : organizational plans a a leaders

a- Operational organizational a a- Functioning and skilled I a- Institutional linkage
systems and procedures i a leaders 1 a a

a- Action plans I - Trained C.O. Volunteers a a- Refined organitional systeasi
a a a a and procedures based on

* * * a a experiences

a a a * a- Upgraded C.O. Volunteers

Project a- On-going basic services a a- On-going livelihood projects: a- On-going livelihood projects:
Hanagement a projects I a I a

I :- Defined project implementing: a- Defined project implementing:
a a structure a a structure

a I - Operating policies and a a- Refined project systems and a
2 a a procedures i a procedures

I s a- Trained barefoot technicians: a- Trained barefoot technicians:

a t- Utilization of appropriate a a- Utilization of appropriate a
a a a technologies i a technologies

a a a- Representation in the NDC a a- Representation in the NDC a
I a structure i a structure a

a a S I

Advocacy Role a a a a- Advocates policy changes to
I I a : Hunicipal Development I

a a a a Council/Sangguniang Oayan a
. .a-a a a



APPENDIX J

ENHANCING THE VIABILITY OF LRM CREDIT FACILITIES
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Inherent in the decision to mobilize PVOs to assist in the
dispersal and management of funds under the CPF was the implic-
ation that those funds would be provided in the form of credit.
One of the central precepts of the PVO approach to enterprise
development is that assistance not be viewed by the recipient as
a "give away " More importantly, efforts to develop a wide range
of micro enterprise activities in developing countries throughout
the world have concluded that the absence of appropriate institu-
tions for the provision of credit is a major obstacle to that
development. The particular characteristics of credit markets in
the Philippines underscore this weakness and point to the need
for LRM to help fill the credit void, but also point out some of
the difficulties encountered in attempting to do so.

PVO Involvement in Philippine Credit

The Philippines financial system has two large sub-markets,
i.e., the formal and informal markets. It is the latter in which
we are primarily interested. Informal financial markets are
generally considered to include the cooperatives and credit
unions, PVOs that have developed some specialized credit pro-
grams, and, finally, the completely unregulated financial sub-
sector of money lenders, suppliers of raw materials and marketing
services on credit, etc. Various studies have shown that these
unregulated intermediaries have remained large and active,
especially in the last few years of difficulty for the formal
financial system. Among the more serious difficulties encoun-
tered have been a series of bank failures with rural banks among
the hardest hit, and the overall economic crisis of the mid-
1980s, which has racked the Philippine economy. The result has
been that these unregulated actors serve as the main sources of
non-institutional funds for small farmers and micro-entrepreneurs
who are usually drawn from the same poverty groups that have been
targeted for assistance by LRM.

Philippine government recognition of the dependence of
poverty groups on non-formal sources resulted in attempts to make
-redit available through such national livelihood programs as the
KKK. Masaaana 99. and Bivavana Daaat. Thea aovarnmant nroarams.
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however, ended in failure when the majority of borrowers failed

to repay their loans. One of the major reasons for such poor

repayment was the widespread perception on the part of the

borrowers that the programs, which were administered by the

government at subsidized interest rates, were intended as a dole

and part of a political propaganda effort that placed little

emphasis on repayment. With the collapse of these national
programs, the poor were left with no other means to gain access
to formal channels of institutional credit.

At the other extreme were the formal banking institutions
that also offered credit to farmers and small enterprises, but
that also required real estate collateral and an established
track record with the lending bank. Even the presence of govern-
ment-supported guarantee mechanisms, such as the Industrial
Guarantee and Loan Fund [IGLF] did not really alleviate condi-
tions because the participating banks would still require collat-
eral equal to about 130 percent of the loan for which application
was being made. The effect of these requirements was that the

poor, having no real estate to mortgage and no track record with
the banks, were totally excluded from the clientele of formal
banking institutions.

The only guaranteed source of credit for the poor were the
money lenders who charged interest rates that varied from 60
percent to 120 percent or higher per annum. This was the price
that the poor had to pay in exchange for fast and efficient
access to credit, but, in exchange, the informal money lenders
required no collateral, no lengthy applications or waiting
periods, no guarantors, and they were closer physically to their
clients.

The entry of PVOs into the informal financial market in the
later 1970s and early 1980s as a source of credit for the poor in
the Philippines was not made as a deliberate choice. This
significant shift in the role of the PVOs was born of the recog-
nition of need and the demands of their beneficiaries for finan-
cial assistance in coping with their poverty. Once their shift
from their more traditional forms of assistance was begun,
certain PVOs came to be increasingly identified with the provi-
sion of credit to the poor.

One of the first Philippine PVOs to venture into this areas
was the Philippine Business for Social Progress (PBSP]. From
their early experience in the organizing of poor community groups
in rural areas, focusing on building the capability of community
institutions, PBSP began to address its attention to the economic
needs of the target beneficiary groups, and ultimately expanded
its activities to the provision of credit funds. The system
developed by PBSP was based on the provision of credit to be
administered by a community group and re-lent to individual
members. The community group was expected to generate sufficient

2



funds from the capital and interest collected from members indi-

vidual loan payments to pay back the seed loan to PBSP and to
capitalize their own loan funds to continue lending to group

members after the initial PBSP loan was retired. This system has

important implications for the LRM because of PBSP's involvement

as one of the original four PVOs involved in the project.

Another approach, fostered by the small PVO--the Manila
Community Services, Inc.--concentrated on making credit available
to the urban poor in the squatter areas of Manila by using a

network of community volunteers as "money lenders" in the commu-
nity.

Also influential was the Department of Trade and Industry's
efforts in creating a program to assist the urban poor in the
establishment of small businesses to increase income and generate
employment. This program, which came to be known as the Micro
Industries Development Program [MIDPJ, was highly experimental in
nature and marked the first time that the Department attempted to
work with the informal sector. Among the significant lessons
about credit that were drawn from this experiment were the
following:

* Both the size and variety of the informal sector dic-
tates that attempts to provide credit assistance should
consider the type and size of the target enterprises
and the capability of the borrowers. Enterprises were
classified by sector, such as trade, manufacturing,
service, or agriculture, and then further subdivided by
level of capitalization and entrepreneurial experience
of the owner into classes: pre-entrepreneurial, 1, 2,
and 3.

The program targeted classes 1, 2, and 3 for assis-
tance, while the pre-entrepreneurial class was judged
to be hardly able to meet their basic needs and, as
such, appropriate to be addressed by social welfare
organizations.

New enterprises are more difficult to sustain than
those that seek assistance for expansion, and the
mortality rate was higher among the former than among
entrepreneurs who borrowed for expansion purposes.

Group-owned enterprises required substantially greater
organizational, techni.al, and management assistance
than individually owncd enterprises, and the absence of
any of these inputs greatly increased the likelihood of
failure in the former group.

* Borrowers drawn from among the poorest of the poor with
no other means of livelihood than a marginal micro-
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enterprise tend to be more likely to use capital for
household consumption, education, or health needs in
case of emergency. Such capital diversion leads to
loss of livelihood and loan default.

* Loan interest rates are of less significance to the
borrowers than timely access to needed credit.

Project feasibility studies for small loans are less
important than the good name of the borrower and repu-
tation for business acumen in the community. Informal
means of credit investigation that mobilizes members to
"sift" undesirable borrowers is most appropriate for
small loans.

Loan processing and approval should be made as fast and
simple as possible.

Lending agencies that lend to borrowers engaging in the
business or livelihood activity for the first time
should be prepared to absorb larger losses.

Loan collection must be conducted at the community
level as a means of ensuring higher repayment rates and
a reduction of transaction costs to the borrower by
limiting the time and travel expenses entailed in
making payments.

Two additional lessons learned from this experience shaped
Philippine policy on attempting to deal directly with target
groups and enterprises. Lack of intimate local knowledge, the
relative inflexibility of government procedures, and the shortage
of staff to reach effectively informal sector enterprises and
monitor community developments led to the conclusion that it
would be more effective to work with organizations already in the
community. PVOs at that time, however, also lacked a broad
understanding of the informal sector and micro-enterprises and
had not yet developed the technical and management capabilities
to implement an income generating program.

Based on this accumulated experience, the MIDP shifted its
focus from direct assistance to micro-enterprises to providing
training and technical assistance to PVOs. USAID also took steps
to reinforce this role by including an micro-enterprise component
in the Small and Medium Enterprise Program [SMED] budget. Since
that time, the Department of Trade and Industry has institution-
alized a program for working with PVOs in providing credit to the
poor. With the support of the Asian Development Bank, it is
currently implementing the Tulong sa Tao Program that provides
loans to PVOs at 7 percent interest in order that they may, in
turn, re-loan the money to their beneficiaries at rates no lower
than 18 percent. A new program is also being designed that will
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make use of a similar arrangement for the Department of Trade and
Industry to deliver financial services to low income municipali-
ties.

There is evidence that foreign donors are also joining this
"movement." The USAID PVO-Co-financing Program has funded many
USAID registered PVOs for this purpose and the Australian and
Canadians are doing the same.

There is a growing pool of experience of Philippine PVOs
designing and administering credit funds for the poor. There is
no reason for LRM not to make full advantage of this experience,
and every reason not to repeat whatever mistakes have been made
and to avoid reinventing the wheel.

LRM Credit Experience and the CPF

It has been mentioned above that the dispersal and manage-
ment of CPF funds in the form of credit is a natural outgrowth of
PVO involvement. It was also noted that one of the original four
PVO contractors was the same PBSP that had developed considerable
experience in the establishment and management of group credit
systems. But it also was noted in earlier sections of this
report that the CPF has given rise to a variety of credit sys-
tems, of which none has established a uniformly good record for
sustainability and satisfactory repayment rates.

The CPF credit systems are of two basic types with a number
of variations on each having developed in different places and
over time. The first basic type is the two-tier system, which
has been described above as having been fostered by PBSP. Under
this type, the PVO provides seed money for the establishment of a
loan capital fund to be used and administered by a community
group that it has helped to form, while the group makes loans to
individual members for productive purposes. The second basic
type is one where the PVO provides direct loans to either indi-
vidual or group borrowers. One of the major sources of variation
on these systems is the determination of whether the end user of
the credit is an individual or group enterprise. Although some
systems allow either type of borrower depending on the appropri-
ateness of the concerned livelihood activity, there are others
that dictate that only individual or group activities are eligi-
ble.

Among the few regulations governing this system are the
stipulations that individual loans must be repaid within one
year, while the group loan from the PVO must be amortized within
three years. Although this distinction would appear to be a
clear reference to the two-tier system, it has not been inter-
preted as such. There have been cases noted where direct loans
to individuals have been made for a period of three years, even
when the livelihood activity being supported was limited to the
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provision of inputs for production of an agricultural crop with a
three to six month growing season. These indicators point to
little thought having been given to the determination of appro-
priate loan periods in accordance with need and production
cycles, rather than simply extending all loans for the maximum
period allowed. The inappropriateness of loan terms helps to
reinforce the perception among borrowers that repayment need not
be taken too seriously, and helps to explain the high levels of
default that have been experienced.

In contrast to the overly generous terms for individual
borrowers, the three-year limit on the amortization of loans from
the PVO to the newly formed community group is not only deficient
but has serious implications for achieving sustainability. There
are many examples of loan funds that achieved initial success and
sustained growth, but which were suddenly undercut by the prema-
ture withdrawal of their initial capitalization. A major concern
in the establishment of viable credit systems is guaranteeing
that capital formation is provided for in quantities that are
sufficient to meet the growing demands of the loyal clientele.
It should make no difference here that the clientele are also
identified as members of the community group that is establishing
the credit facility. The fact that amortization rates [as
measured by the rate of repayment of loans from the community
groups to the PVO] are extremely low should probably be viewed as
a sign of health, in that the groups are resisting the decapital-
ization, which would dictate the end of their operation. How-
ever, the fact that their own loan recovery rates from members
are almost as low indicates that amortization reflects lack of
ability rather than prudence and good judgement.

This marks one of the major differences between schemes that
set out to establish viable institutionalized credit systems
against those that take as their objective the satisfaction of
credit needs for a certain limited purpose at a particular point
in time. This difference in strategy also has important implica-
tions for the development of borrower psychology and confidence.
To the extent that the availability of credit is viewed by
borrowers as a stable and permanent institution, the prospect of
continued--or even increasing--access acts as an incentive to
timely loan repayment. One of the major reasons government
production credit schemes fail to recover a substantial per-
centage of their loans is that borrowers are well aware that the
loans are granted as a one-time facility with no hope of repeat
access.

Related to the problem of loan default and group capital
formation is the question of determining appropriate interest
rate levels for both individuals and groups. The general provi-
sions governing the management of the CPF stipulate that interest
rates are to be agreed upon, but under no circumstances are the
rates to be lower than those required to cover expenses. This
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fails to take into proper consideration the additional guidelines
provided in an annex to the 1988 Project Paper Supplement, which
includes provisions for the calculation of the opportunity cost
of money, establishment of a reserve for bad debts, and capital
accumulation. With interest rates that are presently being set
as 12-18 percent per annum on declining balance and a formula for
division of interest earnings between the PVO and community
group, most of these costs would not be met even if repayment
rates were not at their present levels of 15-30 percent of
payments due. A major flaw in the present calculation of rates
is related to the popular perception that the opportunity cost of
money is related to the source of the initial loan capital as a
grant from USAID. The popular logic follows that, if the seed
capital was a grant, the cost of money is 0 percent and need not
be taken into consideration in calculating interest rates. This
logic also fails to explain why no provision has been made for
writing off bad debts or capital accumulation. The fact that
group members are allowed to dictate their own interest rates
will almost always lead to short-sighted conceptions of self
interest and low interest rates.

Concerning the CPF financial administration systems and
bookkeeping, the evaluation team encountered considerable diffi-
culty in attempting to establish a uniform picture of payment and
default rates for both individuals and groups. Each of the
involved PVOs has established its own procedures, forms, and
systems from which it is difficult to extract information on the
status of either individual loans or group accounts. This
accounting is probably further complicated by the fact that some
accounts are individual, while others are group enterprises or
are treated as such for accounting purposes.

A Revised CPF Credit System?

Most provinces and municipalities have now reached the stage
where phase out of external management and support for CPF credit
facilities should be under way, if not completed. The numerous
problems encountered in management and recovery of outstanding
loans have made orderly phase out difficult, if not impossible.
The question remains as to who inherits the remaining resources
and problems.

One approach, which views the disposition of remaining--
primarily financial--resources as a community decision, would
grant autonomy to each of the community groups and allow them to
either wither or develop in accordance with their own capabili-
ties. In this case, the majority of community groups would
continue at their present rate of decline and disappear [as
viable credit groups] within a relatively short time. Those few
groups that would remain viable would probably be insufficient to
form federations that would have any meaning at either municipal
or provincial levels.
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An alternative approach would be to have the remaining
resources vested in an institution to be incorporated at the
municipal level in each remaining LRM location. This institution
would be under the supervision--but not direct control--of the
concerned municipal government [the municipal development council
is one possibility] for purposes of policy direction and review
of operations. It would be further possible to form a council of
these institutions at provincial and even reqional level in order
to share experiences, resources, and discuss common problems.
One of the first priorities would be the establishment of common
principles and operating procedures governing such matters as:
loan terms, repayment periods, and other conditions; the determi-
nation of interest rates and assignment of interest payments to
cover operations, system supervision, retirement of bad debt, and
capital formation; amortization of initial loan capital and
expansion of the system to new locations. This approach would
constitute a revamping of the entire system with the development
and adoption of standardized rules and procedures that would
guarantee the sustainability of the system.

The key to resolving the problems of management and growth
is the determination of interest rates. It is not unusual that
borrowers would demand the lowest possible rates, even if it
means that continued access to credit will not be guaranteed.
The prevailing rates charges by many lenders and other sources in
the informal financial sector need to be viewed as the appropri-
ate yardstick for measuring savings. Attempts to compete with or
emulate subsidized government programs will only end where those
programs end--in default and collapse. Any system that can
guarantee delivery of credit in required amounts, at competitive
rates, and as speedily as money lenders will have a high proba-
bility of success, and, if properly managed, should be capable of
sustained operation and growth.
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