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I. EXECUTIVE SUMMARY 

The o b j e c t i v e  o f  t h e  Program A s s i s t a n c e  I n i t i a l  P roposa l  ( P A I P )  i s  t o  
r e q u e s t  AID/Washi n g t o n  a p p r o v a l  o f  t h e  p r o p o s e d  Loca l  Devel  opment A s s i  s t a n c e  
Program (LDAP) t h a t  w i l l  p r o v i d e  $50.0 m i l l i o n  i n  Economic S u p p o r t  Fund (ESF) 
g r a n t  f u n d i n g  t o  s u p p o r t  d e c e n t r a l i z a t i o n  i n  t h e  P h i l i p p i n e s .  The M i s s i o n  
a l s o  r e q u e s t s  t h a t  AID/Washington a u t h o r i z e  t h e  M i s s i o n  t o  a p p r o v e  t h e  P r o j e c t  
A s s i s t a n c e  A u t h o r i z a t i o n  Document (PAAD) a t  t h e  M i s s i o n .  

The Aqu ino  A d m i n i s t r a t i o n  and  Congress  have  been a c t i v e l y  s u p p o r t i n g  a  
move t o w a r d  l o c a l  autonomy i n  t h e  P h i l i p p i n e s .  Bo th  t h e  1987 C o n s t i t u t i o n  and 
Updated P h i l i p p i n e  Development  P l a n  ( 1  988 - 1 9 9 2 )  emphasize t h e  i m p o r t a n c e  o f  
i n c r e a s i n g  1  o c a l  a u t h o r i t y  and r e s o u r c e s  o f  1  o c a l  governments t o  a c c e l  e r a t e  
r u r a l  economic and s o c i a l  deve lopment .  The momentum f o r  d e c e n t r a l  i z a t i o n  i s  
b u i l d i n g  and a  v i r t u a l  wave o f  l e g i s l a t i o n  a n d  a d m i n i s t r a t i v e  r e f o r m  i s  on  t h e  
h o r i z o n .  The M i s s i o n  b e l i e v e s  t h a t  t h e  GOP i s  s t r o n g l y  cor r~ rn i t ted  t o  
imp1 e m e n t i n g  f undamen ta l  d e c e n t r a l  i z a t i o n  r e f o r m  f o r  t h e  f i r s t  t i m e  s i n c e  t h e  
e a r l y  1970s and  t h e  i m p o s i t i o n  o f  m a r t i a l  l a w .  The p roposed  a s s i s t a n c e  w i l l  
p r o v i d e  t h e  M i s s i o n  w i t h  a  v a l u a b l e  and t i m e l y  o p p o r t u n i t y  t o  b o l s t e r  
advoca tes  o f  t h i s  e v o l v i n g  movement t o  advance  t h e i r  cause.  

The pu rpose  o f  t h e  p roposed  p r o g r a m  i s  t o  s u p p o r t  Government o f  t h e  
P h i l i p p i n e  (GOP) d e c e n t r a l i z a t i o n  r e f o r m  b y  p r o v i d i n g  p rog ram s u p p o r t ,  s m a l l  
s u p p o r t  g r a n t s ,  and p o l  i c y  a n a l y s i s ,  m o n i t o r i n g ,  e v a l u a t i o n ,  and a u d i t i n g  
s e r v i c e s .  LDAP w i l l  c o n t r i b u t e  t o  t h e  a t t a i n m e n t  o f  USAID's  I n t e r i m  S t r a t e g y  
o b j e c t i v e s  o f  a  s t r o n g l y  g r o w i n g  economy w i t h o u t  p o l i c y  b i a s e s  a g a i n s t  t h e  
r u r a l  a reas ,  s u s t a i n e d  and i n c r e a s e d  p r o f i t a b i l i t y ,  and i n c r e a s e d  c o v e r a g e  and 
e f f e c t i v e n e s s  o f  s o c i a l  s e r v i c e  d e l i v e r y  i n  r u r a l  a r e a s  by  e n c o u r a g i n g  t h e  GOP 
t o  p r o v i d e  i n c r e a s e d  r e s o u r c e s ,  r e s p o n s i b i l i t y  and  d e c i s i o n - m a k i n g  a u t h o r i t y  
f o r  l o c a l  governments .  The use o f  t h e  p r o g r a m  a s s i s t a n c e  mode i s  a p p r o p r i a t e  
t o  demons t ra te  USAID s u p p o r t  f o r  n a t i o n w i d e  d e c e n t r a l i z a t i o n  r e f o r m  t h a t  w i l l  
l e a d  t o  more e f f e c t i v e  and e f f i c i e n t  deve lopmen t  a t  t h e  l o c a l  l e v e l .  

The PAIP i d e n t i f i e s  a  menu o f  d e s i r a b l e  p o l i c y  a d j u s t m e n t s  t h a t  add resses  
key  c o n s t r a i n t s  t o  d e c e n t r a l  i z a t i o n  i n  t h e  P h i  1  i p p i  nes o v e r  t h e  n e x t  s e v e r a l  
y e a r s .  The p r o p o s e d  $50.0 m i l l  i o n  i n  ESF g r a n t  f unds  f o r  FY 1989 
a u t h o r i z a t i o n  i n c l u d e s :  ( 1  ) an e s t i m a t e d  $46.5 m i l l  i o n  i n  p rog ram s u p p o r t  t o  
be d i s b u r s e d  i n  t h r e e  t r a n c h e s  o v e r  a  p e r i o d  o f  a p p r o x i m a t e l y  two  y e a r s  f o r  
a c c e p t a b l e  GOP p e r f o r m a n c e  on m u t u a l l y  a g r e e d - t o  p o l i c y  i n d i c a t o r s  and  ( 2 )  an 
e s t i m a t e d  $3.5 m i l l  i o n  f o r  p r o j e c t i z e d  a s s i s t a n c e .  An i n i t i a l  t r a n c h e  o f  
a b o u t  $10 m i l l i o n  i n  p rog ram s u p p o r t  w i l l  be d i s b u r s e d  i n  l a t e  U.S. FY 1989 o r  
e a r l y  U.S. FY 1990 based on a c c e p t a b l e  p e r f o r m a n c e  f r o m  A p r i l  1989. Two 
a d d i t i o n a l  t r a n c h e s  o f  a b o u t  $1 8.25 mi  11  i o n  each  w i l l  b e  d i  s b u r s e d  t h e r e a f t e r  
i n  a p p r o x i m a t e l y  n i ne -mon th  i n t e r v a l s  based  o n  f u r t h e r  a c c e p t a b l e  
per fo rmance.  The GOP w i l l  a l s o  be r e q u i r e d  t o  demons t ra te  t h a t  p o l i c y  a c t i o n s  
r e s u l t  i n  l o c a l  b u d g e t  a d d i t i o n a l  i t y  f o r  t h e  GOP 1990 and 1991 b u d g e t  y e a r s .  



Through LDAP, USAID w i l l  s u p p o r t  GOP d e c e n t r a l i z a t i o n  p o l i c y  
i m p l e m e n t a t i o n  on a  n a t i o n w i d e  b a s i s .  The M i s s i o n  w i l l  a l s o  seek GOP 
agreement  t o  p r o v i d e  a  s u b s t a n t i a l l y  g r e a t e r  i n c r e a s e  i n  d i s c r e t i o n a r y  f unds  
and  c a p a c i t y  b u i l d i n g  a c t i v i t i e s  f o r  up  t o  s i x  p r o v i n c e s  t o  demons t ra te  t h e  
p o t e n t i a l  i m p a c t  o f  d e c e n t r a l i z a t i o n .  D u r i n g  PAAD p r e p a r a t i o n ,  t h e  M i s s i o n  
w i l l  a n a l y z e  and d e v e l o p  i n d i c a t o r s  f o r  i t e m s  i n c l u d e d  i n  t h e  p o l i c y  agenda 
menu as w e l l  as e v a l u a t i o n  i n d i c a t o r s  o f  o v e r a l l  i m p a c t  a t  t h e  l o c a l  l e v e l .  
The PAAD w i l l  a1 so p r o v i d e  f o r  t h e  o p t i o n  o f  expand.ing t h e  d e c e n t r a l i z a t i o n  
agenda and i n c r e a s i n g  t h e  f u n d i n g  l e v e l  t h r o u g h  an amendment. 



11. PROGRAM CONTEXT 

A. Po l  i t i c a l  C o n t e x t  

Fundamenta l  p o l i t i c a l  change c h a r a c t e r i z e d  t h e  f i r s t  two  y e a r s  o f  t h e  
Aqu ino  A d m i n i s t r a t i o n .  P r e s i d e n t  A q u i n o ' s  p o p u l a r i t y  c r e a t e d  a  c l i m a t e  
c o n d u c i v e  t o  r e f o r m ,  i n c l u d i n g  t h e  r e p l a c e m e n t  o f  s e n i o r  members o f  t h e  
j u d i c i a r y  and  m i  1  i t a r y  r e f o r m s .  W i t h  t h e  r a t i f i c a t i o n  o f  t h e  new C o n s t i t u t i o n  
by  a  t h r e e - f o u r t h s  m a j o r i t y  o f  F i l i p i n o  v o t e r s  i n  F e b r u a r y  1987, e l e c t i o n s  o f  
Cong ress iona l  members i n  May 1987, and t h e  c o n v e n i n g  o f  Congress i n  J u l y  1987, 
A q u i n o ' s  t r a n s i t i o n a l  1  e g i  s l  a t i v e  powers ended and  a  g o v e r n i n g  sys tem o f  
checks  and b a l a n c e s  was r e - e s t a b l  i s h e d .  P r o v i n c i a l  and  m u n i c i p a l  e l e c t i o n s  i n  
J a n u a r y  1988 and  ba rangay  e l e c t i o n s  s c h e d u l e d  i n  March 1989 w i l l  c o m p l e t e  t h e  
p r o c e s s  t o w a r d s  t h e  r e s t o r a t i o n  o f  d e m o c r a t i c a l  l y  e l e c t e d  p o l  i t i c a l  
i n s t i t u t i o n s  i n  t h e  c o u n t r y .  

S u s t a i n i n g  t h e  momentum f o r  r e f o r m  depends on  t h e  a b i l i t y  o f  t h e  
Aqu ino  A d m i n i s t r a t i o n  t o  manage i n t e r e s t  g r o u p  p r e s s u r e s  w i t h o u t  u n d e r m i n i n g  
n a t i o n a l  i n t e r e s t ,  economic s t a b i l i t y  and  c o n f i d e n c e  i n  government .  The 
A d m i n i s t r a t i o n  mus t  be a b l e  t o  move F i l i p i n o  p o l i t i c s  t o w a r d  c o n c r e t e  a c t i o n  
and  p u b l i c  i n t e r e s t  and  away f r o m  t r a d i t i o n a l  t e n d e n c i e s  o f  r h e t o r i c  and 
p e r s o n a l  i n t e r e s t .  Consensus f o r  r e f o r m  i s  a l s o  i m p o r t a n t  i n  o r d e r  t o  c o u n t e r  
t h e  d i v i s i v e  l e f t i s t  and M u s l i m  i n s u r g e n c i e s .  

One o f  t h e  m o s t  i m p o r t a n t  emerg ing  r e f o r m  e f f o r t s  e x p e c t e d  o f  and 
s u p p o r t e d  b y  t h e  Aqu ino  A d m i n i s t r a t i o n  i s  t h e  e s t a b l i s h m e n t  o f  g e n u i n e  l o c a l  
autonomy t h r o u g h  d e c e n t r a l i z a t i o n  o f  r e s p o n s i b i l i t y  and a u t h o r i t y  t o  l o c a l  
government  u n i t s  (LGUs, i n c l u d i n g  p r o v i n c e s ,  c i t i e s ,  m u n i c i p a l i t i e s ,  and  
ba rangays )  * as mandated i n  t h e  1987 P h i l i p p i n e  C o n s t i t u t i o n .  
D e c e n t r a l i z a t i o n  i s  v i ewed  as an i m p o r t a n t  g o a l  i n  i t s e l f  t o  p e r m i t  p e o p l e  t o  
c o n t r o l  t h e i r  own a f f a i r s .  As i m p o r t a n t l y ,  d e c e n t r a l i z a t i o n  i s  seen as a  
b a s i c  p r e r e q u i s i t e  t o  s u c c e s s f u l  r u r a l  deve lopmen t  and  as  d e s i r a b l e  t o  c u r b  
g r a f t  and c o r r u p t i o n .  Aqu ino  i n h e r i t e d  an o v e r l y  c e n t r a l i z e d  gove rnmen t  w i t h  
power and r e s o u r c e s  c o n c e n t r a t e d  i n  M a n i l a .  W i d e n i n g  d i s p a r i t i e s  i n  l i v i n g  
c o n d i t i o n s  among r e g i o n s  and between r u r a l  and  u r b a n  a reas  had  deve loped .  
L i m i t e d  r e s o u r c e s  we re  r e a l l o c a t e d  t o  l o c a l  governments  d u r i n g  t h e  Marcos  e r a ,  
b u t  mos t  a s s i s t a n c e  f l o w e d  t h r o u g h  n a t i o n a l  d e p a r t m e n t s  and l o c a l  gove rnmen ts  
had  1  i ttl e  r e a l  i n c r e a s e d  a u t h o r i t y .  

The momentum f o r  d e c e n t r a l i z a t i o n  i s  g r o w i n g  and advoca tes  a r e  
e x e r t i n g  i n c r e a s i n g  p r e s s u r e  f o r  d e c i s i o n - m a k e r s  t o  a c t  on emerg ing  
l e g i s l a t i o n  and a d m i n i s t r a t i v e  r e f o r m  p r o p o s a l  s. P r e s s u r e s  w i l l  h e i g h t e n  w i t h  
t h e  passage o f  a c t s  p r o v i d i n g  p l e b i s c i t e s  t h a t  c o u l d  i n c r e a s e  t h e  autonomy o f  
p a r t s  o f  Mindanao and t h e  C o r d i l l e r a s .  Many see d e c e n t r a l i z a t i o n  a s  a  means 
t o  imp rove  t h e  p r o v i s i o n  o f  s e r v i c e s  and r u r a l  deve lopmen t  p r o j e c t  
i m p l e m e n t a t i o n  a t  t h e  l o c a l  l e v e l .  O f  p a r t i c u l a r  n o t e  i s  t h e  s t r o n g  c a l l  f o r  
l o c a l  autonomy b y  g o v e r n o r s  and mayors ,  e l e c t e d  i n  J a n u a r y  1988. L o c a l  
e x e c u t i v e s  have become f r u s t r a t e d  w i t h  t h e  l i m i t a t i o n  o f  r e s o u r c e s ,  

* See t h e  ANNEX f o r  number, p o p u l a t i o n ,  income,  and o t h e r  d e t a i l s .  



p a r t i c u l a r l y  f o r  d i s c r e t i o n a r y  use, and t h e  b u r e a u c r a t i c  r e d - t a p e  t h a t  
c o n s t r a i n  t h e i r  t i m e l y  response t o  l o c a l  b a s i c  s e r v i c e  needs. The growing 
p r e s s u r e  f o r  change i s  c h a l l  e n g i  ng r e 1  u c t a n t  1  e g i  s l  a t o r s ,  p a r t i c u l a r l y  
r e p r e s e n t a t i v e s ,  and c e r t a i n  government l e a d e r s  t o  s u r r e n d e r  powers and 
p r i  v i  1  eges t o  1  oca l  governments. L e g i s l a t o r s  o f t e n  argue t h a t  1  oca l  
governments a r e  n e i t h e r  p repared  n o r  t r u s t w o r t h y  t o  e x e r c i s e  a u t h o r i t y  and 
r e s p o n s i b i l i t i e s .  A t  t h e  same t i m e ,  t h e y  recogn ize  t h a t  c e n t r a l  agenc ies  a r e  
unab le  t o  p r o v i d e  LGUs w i t h  needed b a s i c  s e r v i c e s  o r  t o  reduce t h e  huge 
back1 og of funds a1 l o c a t e d  f o r  1  oca l  development a c t i v i t i e s .  The p r e s s u r e  f o r  
change t h a t  would p l a c e  dec i  s ion-mak ing a u t h o r i t y  and co r respond ing  resources  
a t  t h e  l o w e s t  p o s s i b l e  l e v e l  i s  sp read ing .  

Many argue t h a t  t he  P h i l i p p i n e s  i s  moving t o  t a k e  t h e  most 
s i g n i f i c a n t  d e c e n t r a l i z a t i o n  re fo rms  s i n c e  t h e  e a r l y  1970s and t h e  i m p o s i t i o n  
o f  m a r t i a l  law. New p roposa ls  t o  i n c r e a s e  LGU a u t h o r i t y  and c o n t r o l  appear 
d a i l y  i n  t h e  news. P r e s i d e n t  Aquino and he r  Cab ine t  have j u s t  approved a  new 
budge t  d isbursement  scheme f o r  1990 wh ich  would g i v e  l o c a l  o f f i c i a l s  more 
dec i s ion -mak ing  a u t h o r i t y  on i n f r a s t r u c t u r e  p r o j e c t  f i n a n c i n g  d e c i s i o n s .  A t  
p r e s e n t  Congress i s  r e v i e w i n g  a  p roposa l  t o  amend t h e  N a t i o n a l  I n t e r n a l  
Revenue A l l o t m e n t  (NIRA) system t o  i n c r e a s e  revenue s h a r i n g  l e v e l s  f o r  LGUs i n  
1990. Congress i s  a l s o  d e l i b e r a t i n g  a  Revised Loca l  Government Code B i l l .  I n  
a d d i t i o n ,  t h e  government has i n i t i a t e d  a  n a t i o n w i d e  campaign t o  encourage LGUs 
t o  i n c r e a s e  t a x  c o l l e c t i o n  e f f i c i e n c y .  These examples a r e  b u t  a  f r a c t i o n  o f  
t hose  c u r r e n t l y  b e i n g  suggested f o r  1989 and 1990 imp lemen ta t i on .  

B. Rura l  Devel opment Con t e x t  

The P h i l i p p i n e  economy has exper ienced  a  remarkab le  t u r n a r o u n d  s ince  
1986 as a  r e s u l t  o f  t h e  r e s t o r a t i o n  o f  p o l i t i c a l  l e g i t i m a c y ,  b e t t e r  management 
and p o l i c y  re fo rms .  Yet pe r  c a p i t a  income, e s p e c i a l l y  i n  r u r a l  areas,  l a g s  
b e h i n d  t h a t  o f  u rban areas.  The economy grew by 1.5 p e r c e n t  i n  1986 and by an 
even s t r o n g e r  r a t e  o f  6.43 p e r c e n t  i n  1987. The economy recovered  f u l l y  i n  
1988 w i t h  a  6.69 p e r c e n t  growth  i n  g r o s s  n a t i o n a l  p roduc t ,  exceeding t h e  
t a r g e t e d  6.4 p e r c e n t  p r o j e c t i o n .  D e s p i t e  t h i s  progress ,  p e r  c a p i t a  income i n  
1988 i s  o n l y  P1 ,722 a t  1972 c o n s t a n t  p r i c e s  ( a p p r o x i m a t e l y  $6001, abou t  t h e  
same 1  eve1 as i n  1984 ( P I  ,761 ) and 1977 ( P I  ,746).  Compared t o  i t s  ASEAN 
c o m p e t i t o r s ,  t h e  P h i l i p p i n e s  has been l e f t  beh ind  i n  terms o f  p e r  c a p i t a  
income ( 1  986 f i g u r e s ) ,  t r a i l i n g  b e h i n d  S ingapore  ($7,410),  Ma lays ia  ($1,8301, 
and Thai 1  and ($81 0 ) .  

Pover t y  i s  widespread,  e s p e c i a l l y  i n  r u r a l  a reas where t h e  number o f  
f a m i l i e s  l i v i n g  be low t h e  p o v e r t y  l i n e  i s  3.8 m i l l i o n  as a g a i n s t  1.9 m i l l i o n  
i n  urban areas.  Widening income d i s p a r i t y  among r e g i o n s  aggravates  r u r a l  
p o v e r t y .  F u r t h e r ,  r e g i o n a l  d i s p e r s a l  o f  economic income remains h i g h l y  
skewed. From 1983 t o  1987, a lmos t  o n e - h a l f  o f  t h e  t o t a l  g ross  domest ic  
p r o d u c t  o f  t h e  c o u n t r y  was c o n c e n t r a t e d  i n  t h e  n a t i o n a l  c a p i t a l  and nearby  
Southern Tagalog r e g i o n s .  

P u b l i c  i n v e s t m e n t  i n  i n f r a s t r u c t u r e  has a l s o  f a v o r e d  h i g h l y  urban 
areas.  P r i n c i p a l  i n f r a s t r u c t u r e  systems such as te lecommunicat ions ,  



t r a n s p o r t a t i o n  and f i n a n c i a l  s e r v i c e s  a r e  l a r g e l y  c o n c e n t r a t e d  i n  M e t r o  Mani 1  a  
and, t o  a  l e s s e r  e x t e n t ,  i n  Cebu f o r  t h e  Visayas and Mindanao. Widespread 
d i s t r i b u t i o n  o f  t h e s e  systems i s  necessary t o  p r o v i d e  l o c a l  access t o  
i n f o r m a t i o n  and domest ic  and i n t e r n a t i o n a l  marke ts  t o  a c c e l e r a t e  devel  opment 
o u t s i  de o f  t h e  m a j o r  urban c e n t e r s .  Otherwi  se, c e n t r a l  i z a t i  on w i  11 be 
r e i n f o r c e d  and d i s t r i b u t i o n  o f  development b e n e f i t s  c u r t a i l e d .  

I n  an a t t e m p t  t o  p r o v i d e  t ransparency  and address r e g i o n a l  
d i s p a r i t i e s ,  t h e  Department o f  P u b l i c  Works and Highways (DPWH) now u t i l i z e s  a  
f u n d  a l l o c a t i o n  p rocess  ac ross  i n f r a s t r u c t u r e  p r o j e c t  c a t e g o r i e s  and ac ross  
reg ions .  However, r e s o u r c e  d i s t r i b u t i o n  ac ross  r e g i o n s  i s  s t i l l  s u b j e c t  t o  
s u b s t a n t i  a1 v a l  ue and p o l  i t i c a l  judgments. Even t h e  Updated Phi  l i p p i  ne  
Development P lan  f o r  t h e  1988-1992 i n v e s t m e n t  program f a v o r s  r i c h e r  r e g i o n s  
such as Met ro  M a n i l a .  I n f r a s t r u c t u r e  e x p e n d i t u r e s  p e r  c a p i t a  f o r  Me t ro  M a n i l a  
a r e  7 2  p e r c e n t  h i g h e r  t h a n  those  f o r  t h e  n e x t  r a n k i n g  r e g i o n  (Cagayan V a l l e y )  
and t h r e e  t i m e s  t h e  l e a s t  f a v o r e d  r e g i o n s  (Western Visayas and Western 
Mindanao).  Water s u p p l y  and u rban  t r a n s p o r t  i nves tmen ts  account  f o r  a  l a r g e  
p o r t i o n  o f  c a p i t a l  spending i n  Met ro  Man i l a .  Only h e a l t h  f a c i l i t y  p u b l i c  
e x p e n d i t u r e s  s t r o n g l y  f a v o r  t h e  p o o r e r  r e g i o n s .  LGUs a t  p r e s e n t  c o n t r o l  o n l y  
abou t  5 p e r c e n t  o f  t h e  t o t a l  p u b l i c  i n v e s t m e n t  program. 

Over t h e  n e x t  decade, m o b i l i z i n g  economic development i n  r u r a l  a reas 
w i l l  be t h e  most  c r i t i c a l  f a c t o r  f o r  d e t e r m i n i n g  t h e  r a t e  and p a t t e r n  o f  
g rowth  i n  t h e  P h i l i p p i n e  economy. The economy's c a p a c i t y  t o  expand t h e  narrow 
r u r a l  development base depends on t h e  a v a i  1  a b i  l i t y  o f  adequate r u r a l  f i nanc i  a1 
resources ,  i n f r a s t r u c t u r e  and b a s i c  s o c i a l  s e r v i c e s ,  a l o n g  w i t h  
e x p o r t - o r i e n t e d ,  1  a b o r - i n t e n s i v e  i n d u s t r i a l i z a t i o n .  Meet-ing r u r a l  economic 
requ i remen ts  i s  dependent, i n  t u r n ,  on t h e  e x t e n t  t o  wh ich  government 
dec is ion-mak ing power, a u t h o r i t y  and resources  a r e  d e c e n t r a l i z e d  t o  LGUs. The 
magni tude of c o n t r o l  o v e r  resources  and dec i s ion -mak ing  power t h a t  t h e  
n a t i o n a l  government g i v e s  t o  LGUs w i l l  be a key  d e t e r m i n a n t  t o  expanded r u r a l  
development i n  terms o f  spread and d e l i v e r y  o f  i n f r a s t r u c t u r e  requ i remen ts  and 
b a s i c  s o c i a l  s e r v i c e s .  Expanded r u r a l  development th rough  enhanced 
d e c e n t r a l  i z a t i o n  c o u l d  c o n t r i b u t e  s i g n i f i c a n t l y  t o  t h e  a1 l e v i a t i o n  o f  p o v e r t y  
and t h e  improvement i n  income d i s t r i b u t i o n  i n  r u r a l  areas.  

C.  GOP P r i o r i t i e s  and C o n s t r a i n t s  t o  Loca l  Autonomy 

The Aquino A d m i n i s t r a t i o n  made a  renewed commitment t o  c e n t r a l  
government depar tment  d e c e n t r a l i z a t i o n  and g r e a t e r  l o c a l  autonomy t h r o u g h  
s u p p o r t  f o r  t h e  1987 C o n s t i t u t i o n .  The C o n s t i t u t i o n  p r o v i d e s  f o r  l o c a l  
autonomy as f o l l o w s :  

- - S e c t i o n  25 o f  A r t i c l e  I 1  and S e c t i o n  2 o f  A r t i c l e  X p r o v i d e  f o r  
l oca l  autonomy genera l  l y  and f o r  t e r r i t o r i a l  and po l  i t i c a l  
s u b d i v i s i o n s ,  r e s p e c t i v e l y ;  

- - S e c t i o n  5 o f  A r t i c l e  X addresses l o c a l  revenue g e n e r a t i o n :  "Each 
l o c a l  government u n i t  s h a l l  have t h e  power t o  c r e a t e  i t s  own sources 
o f  revenues and t o  l e v y  taxes,  fees ,  and charges s u b j e c t  t o  such 



g u i  d e l  i nes and 1  i m i t a t i o n s  as t h e  Congress may p r o v i d e ,  c o n s i  s t e n t  
w i t h  t h e  b a s i c  p o l i c y  o f  l o c a l  autonomy. Such t a x e s ,  f e e s ,  a n d  
c h a r g e s  s h a l l  a c c r u e  e x c l u s i v e l y  t o  l o c a l  government "  ; and 

- - S e c t i o n  1 4  o f  A r t i c l e  X p r o v i d e s  f o r  r e g i o n a l  e n t i t i e s :  "The 
P r e s i d e n t  s h a l l  p r o v i d e  f o r  r e g i o n a l  deve lopment  c o u n c i  1  s  (RDCs ) o r  
o t h e r  s i m i l a r  b o d i e s  composed o f  l o c a l  government  o f f i c i a l s ,  r e g i o n a l  
heads o f  depa r tmen ts ,  and  o t h e r  government  o f f i c e r s  and  
r e p r e s e n t a t i v e s  f r o m  non-governmenta l  o r g a n i z a t i o n s  w i t h i n  t h e  r e g i o n  
f o r  t h e  purposes  o f  a d m i n i s t r a t i v e  d e c e n t r a l i z a t i o n  t o  s t r e n g t h e n  t h e  
autonomy o f  t h e  u n i t s  t h e r e i n  and  t o  a c c e l e r a t e  t h e  economic and  
s o c i a l  g r o w t h  and deve lopmen t  o f  t h e  u n i t s  i n  t h e  r e g i o n s . "  

The upda ted  P h i  1  i p p i  ne Devel  opment P l  an ( 1  988-1 992)  s u p p o r t s  
d e c e n t r a l  i z a t i o n  t o :  ( a )  e n a b l e  maximum p a r t i c i p a t i o n  o f  t h e  p e o p l e  conce rned  
i n  t h e  d e c i  s i o n - m a k i  ng p rocess ;  ( b )  encourage  and d e v e l o p  1  o c a l  government  
s e l  f - r e 1  i a n c e ;  ( c )  r e g i o n a l  i z e  b u d g e t a r y  a1 1  o c a t i o n s ;  ( d )  p romo te  more a c t i v e  
p r i v a t e  s e c t o r  p a r t i c i p a t i o n  i n  r u r a l  deve lopment ,  p a r t i c u l a r l y  i n  t h e  
deve lopment  and ma in tenance  o f  i n f r a s t r u c t u r e  and 1  o c a l  f a c i l  i t i e s ;  .and ( e )  
i n c r e a s e  LGU p a r t i c i p a t i o n  i n  t h e  i d e n t i f i c a t i o n  and i m p l e m e n t a t i o n  o f  l o c a l  
deve lopmen t  p r o j e c t s  and s e r v i c e s .  The GOP has embarked on a  D e c e n t r a l i z a t i o n  
S u p p o r t  Program f o r  t h e  P l a n  p e r i o d  ( 1  988-1 992 )  w h i c h  i n c l u d e s  a d j u s t i n g  
p o l i c i e s ,  e n a c t i n g  l e g i s l a t i o n  and e s t a b l i s h i n g  a d m i n i s t r a t i v e  gu ide1  i n e s  t o  
s u p p o r t  d e c e n t r a l i z a t i o n .  The p rog ram d e f i n e s  d e c e n t r a l i z a t i o n  a s  d e v o l v i n g  
and d e c o n c e n t r a t i n g  power,  r e s o u r c e  management and r e s p o n s i b i l i t y  f r o m  t h e  
c e n t e r  t o  l o c a l  governments  o v e r  a  f i v e - y e a r  p e r i o d ,  w i t h  t h e  s h i f t i n g  o f  
b u d g e t i n g  r e s p o n s i b i l i t y  t o  t h e  r e g i o n a l  l e v e l  as  a  f i r s t  s t e p  and o f  
a u t h o r i t y  and r e s p o n s i  b i  1  i ty t o  LGUs e v e n t u a l  l y .  O b j e c t i v e s  i n c l  ude: 

- S t r e n g t h e n i n g  Reg iona l  Deve lopment  C o u n c i l s ;  

- S t r e n g t h e n i n g  Loca l  Deve lopment  C o u n c i l s  ( p r o v i n c i a l  , m u n i c i p a l  and 
b a r a n g a y ) ;  

- R e g i o n a l  i z i n g  b u d g e t s ;  

- Devo l  v i  ng  powers o f  1  i ne a g e n c i e s  ; 

- A b o l i s h i n g  o r  r a t i o n a l  i z i n g  e x t r a - c e n t r a l  i n s t i t u t i o n s  
( p a r a s t a t a l  s, e t c .  ) ;  

- Devel  o p i n g  a c t i v e  non-government  o r g a n i z a t i o n s  ( NGOs) ; and  

- B r o a d e n i n g  l o c a l  government  t a x i n g  powers.  

As m i g h t  b e  e x p e c t e d  i n  a  democracy, v a r i o u s  g roups  have t h e i r  own 
v i s i o n s  f o r  d e c e n t r a l i z a t i o n  and i t s  mean ing  i n  t e r m s  o f  t h e  deg ree  o f  LGU 
f i  n a n c i a l  and d e c i  s i on -mak i  ng a u t h o r i t y .  N e v e r t h e l e s s ,  i t  i s  c l  e a r  f r o m  t h e  
number and e x t e n t  o f  r e c e n t  p r o p o s a l s  and a c t i o n s  t h a t  l o c a l  e x e c u t i v e s  a r e  
mak ing  s i g n i f i c a n t  headway i n  t h e i r  push f o r  l o c a l  autonomy. As LGUs r e c e i v e  
and e i f e c i f  v e l y  f mpl ernent i n c r e a s e d  r e s o u r c e s  and  a u t h o r i t y ,  r e s i s t a n c e  t o  
f u l l  autonomy w i l l  ease. 



N o t w i t h s t a n d i n g  t h e  c u r r e n t  suppor t  f o r  d e c e n t r a l  i z a t i o n ,  much needs 
t o  be done t o  address  e x i s t i n g  c o n s t r a i n t s .  C o n s t r a i n t s  can g e n e r a l l y  be 
c a t e g o r i z e d  i n t o  1  o c a l  a u t h o r i t y  , f i n a n c i a l  resources  and 1  oca l  c a p a c i t y  , as 
d i scussed  be1 ow: 

'I . Local  A u t h o r i t y  

a. Revenue Genera t i on  and Budse t ins  

Loca l  government a u t h o r i t y  t o  r a i s e  revenue f rom l o c a l  
sources i s  governed by P r e s i d e n t i a l  Decree No. 231 wh ich  was enacted d u r i n g  
t h e  Marcos reg ime.  The Decree i n c l u d e s  a lmos t  a1 1  p o t e n t i a l  revenue sources 
and s p e c i f i e s  t h o s e  t h a t  a r e  o f f - 1  i m i t s  f o r  1 o c a l  governments, g i v i n g  1  i t t l e  
leeway t o  l o c a l  governments. Fo r  i ns tance ,  w h i l e  l o c a l  governments a r e  f r e e  
t o  keep bus iness t a x e s  l ow  t o  a t t r a c t  bus iness  t o  t h e i r  r e s p e c t i v e  a rea ,  t h e y  
a r e  p r o h i b i t e d  f rom r a i s i n g  taxes  beyond a  f i x e d  l e v e l .  Hence, l o c a l  
governments have had t o  r e l y  h e a v i l y  on t h e  n a t i o n a l  government f o r  revenue 
shares.  An average o f  40 p e r c e n t  o f  t o t a l  l o c a l  government revenue comes f r o m  
t h e  n a t i o n a l  government. Nor do l o c a l  governments have t h e  a u t h o r i t y  t o  
bo r row f rom t h e  n a t i o n a l  government. 

P r o p e r t y  t a x e s  a r e  t h e  s i n g l e  l a r g e s t  source o f  revenue f o r  
LGUs. Both  m u n i c i p a l  i t i e s  and p r o v i n c e s  c o l  l e c t  p r o p e r t y  taxes.  C o l l  e c t i o n s  
a r e  r e c o n c i l e d  m o n t h l y  f o r  s h a r i n g  (45  p e r c e n t  t o  p r o v i n c e s ,  45 p e r c e n t  t o  
m u n i c i p a l  i t i e s  and 10 p e r c e n t  t o  barangays) .  C i t i e s  c o l  l e c t  p r o p e r t y  taxes  
f o r  t h e i r  a rea ( 9 0  p e r c e n t  a r e  r e t a i n e d  and 10 p e r c e n t  go t o  barangays) . 
However, p r o p e r t y  t a x  c o l l e c t i o n s  have been unab le  t o  keep pace w i t h  t h e  
e s c a l a t i o n  of o t h e r  c o s t  f a c t o r s ,  p a r t i c u l a r l y  l o c a l  government s a l a r i e s .  
Var ious  problems l i m i t  p r o p e r t y  t a x  c o l l e c t i o n ,  i n c l u d i n g  underva lued and 
ou tda ted  p r o p e r t y  v a l u e  assessments and poor  and o u t d a t e d  reco rds .  I n  
a d d i t i o n  t o  t h e  u n d e r v a l u a t i o n  o f  e x i s t i n g  p r o p e r t i e s  on t a x  r o l l s ,  many 
t a x a b l e  p r o p e r t i e s  escape t a x a t i o n  because o f  o u t d a t e d  and inadequate  t a x  
maps. A lso ,  LGUs have g i v e n  min imal  e f f o r t  t o  e n f o r c e  t a x  c o l l e c t i o n ,  l a r g e l y  
e x p e c t i n g  peop le  t o  come i n  and pay w i t h  no f o l l o w  up. Fur thermore,  g ross  
p r o p e r t y  t a x  y i e l d s  have been a f f e c t e d  by h i g h  pe rsona l  s e r v i c e s  c o s t s .  
Acco rd ing  t o  a  r e c e n t  s tudy ,  c o l l e c t i o n  performance c o u l d  f e a s i b l y  improve by  
an e s t i m a t e d  60 t o  70 pe rcen t .  

The l o c a l  t a x  code needs r e v i s i o n  t o  encourage i n c r e a s e d  
1  o c a l  a u t h o r i t y  and f l  e x i  b i  1  i t y  i n  1  oca l  p r o p e r t y  v a l u a t i o n ,  assessment 1  eve1 s  
and t a x  r a t e s .  The c u r r e n t  p r o p e r t y  t a x  i s  based on t h e  1985 v a l u a t i o n ,  and 
t h e  p r o p e r t y  w i l l  soon be r e - v a l u a t e d .  The P h i l i p p i n e s  a l s o  has a  un ique  
o p p o r t u n i t y  t o  r e v i s e  l o c a l  p r o p e r t y  t a x a t i o n  under t h e  u m b r e l l a  o f  l a n d  
r e f o r m  a c t i v i t i e s  i n  t h e  Comprehensive A g r a r i a n  Reform Program. 

A d d i t i o n a l  l o c a l  source revenue comes f rom bus iness taxes  and 
non- tax  revenue,  p r i m a r i l y  l i c e n s e s  and fees .  Local  b u s i n e s s  t a x e s  r e p r e s e n t  
a  s i g n i f i c a n t  resource  f o r  l o c a l  economic development. C i t i e s  and 
m u n i c i p a l i t i e s  have g r e a t e r  a u t h o r i t y  t h a n  p r o v i n c e s  o v e r  bus iness a c t i v i t i e s  
and t h u s  c o l l e c t  and r e t a i n  f o r  t h e i r  own use s i g n i f i c a n t  income f rom bus iness  



taxes. Notwithstanding the potential t o  increase locally generated revenue, 
formal revenue sharing with the national government will continue t o  be 
essential  t o  provide suff ic ient  resources for  LGUs. 

Transfers from the national government take the form of 
allotments a n d  are used for the construction and maintenance of roads, bridges 
a n d  other infras t ructure;  other development projects;  a n d  L G U  operational 
expenses. The grants-in-aid from the national government undermine local 
autonomy by control 1 ing LGU a c t i v i t i e s .  A b o u t  73 percent of the local budget 
i s  constrained by mandatory 1 egal provi sions,  1 eavi n g  1 ocal government 
executives 1 i  t t l  e  deci si on-maki n g  d i  sc re t i  on. Further, central government 
representatives indicate t h a t  they must monitor LGUs closely during the local 
budgeting process t o  ensure t h a t  national 1 aws, regulations, a n d  pol i c i  es and, 
frequently, national objectives for  1 ocal development are fo l l  owed. Central 
government au thor i t i es  often argue t h a t  LGUs lack administrative competence to  
a1 1 ocate scarce resources t o  jus t i fy  continued central control a n d  supervision 
over 1 ocal budgets a n d  projects. 

b .  Pro.iect A ~ ~ r o v a l  and I m ~ l  ementation 

LGUs a n d  regional units  par t ic ipate  i  n devel opment pl anni n g  
b u t  have had limited authority t o  approve development projects,  especially 
projects funded by national assistance t o  LGUs. Until the GOP 1989 budget 
year,  D L G  a t  the central level had t o  approve projects funded from the 20 
percent devel opment fund provided under the 1 ocal government shares o f  
national i nternal revenue. Further, e a r l i e r  national decentral i  zation 
planning e f f o r t s  resulted in giving higher pr ior i ty  to  1 arger infras t ructure  
projects ident i f ied a t  the central level than t o  regionally promoted ones. 

Decentralization of the project development process i s  
needed. Most pre-investment a c t i v i t i e s  continue to be central ized in the 1 ine 
agencies. Support i s  building to  give regional planning bodies greater  
control over a1 1 ocating the i r  resources t o  various sectors. Responsibil i  t i e s  
for  project preparation, monitoring a n d  supervision are now being assigned to  
the Regional Development Councils and, through them, to  the Provincial a n d  
Municipal Devel opment Counci 1 s .  However, real devol uti on of power t o  the 
local levels must include giving LGUs greater f iscal  authority a n d  d i r ec t  
access t o  sources a n d  funds. Currently, only infrastructure projects under 
P200,OOO are under the jurisdiction of provinces, although four provinces are 
now piloting experimental l imits  of  P500,OOO. These l imits  are f a r  too small 
to give the provinces any meaningful authority over infrastructure development 
( fo r  exampl e ,  one kilometer of barangay road costs more t h a n  P200,OOO unless 
designed t o  very low standards). 

c.  Personnel 

For LGUs to properly f u l f i l l  the i r  functions, they must have 
more control over the i r  s t a f f .  Currently, many of the s ta f f  serving in LGUs 
are not under the jurisdiction of the respective L G U  chief executives. Local 
goverr~ments have no control over local pol ice  and limited control over 



t r e a s u r e r s ,  assessors and budge t  o f f i c e r s .  The Department o f  F inance (DOF) 
a p p o i n t s  and t e c h n i c a l l y  superv i ses  t r e a s u r e r s  and assessors  w h i l e  l o c a l  u n i t s  
pay t h e i r  s a l a r i e s  and p r o v i d e  a d m i n i s t r a t i v e  s u p e r v i s i o n .  However, t h e  
Department o f  Budget and Management (DBM) a p p o i n t s ,  s u p e r v i  ses and pays 1  oca l  
budge t  o f f i c e r  s a l a r i e s .  Personnel  p r o v i d e d  t o  1  oca l  governments by  t h e  
Department o f  A g r i c u l t u r e  a r e  a l s o  under t h e  t e c h n i c a l  s u p e r v i s i o n  o f  t h e  
c e n t r a l  agency. There i s  1  i t t l e  o r  no c o o r d i n a t i o n  and s u p e r v i s o r y  c o n t r o l  o f  
personne l  f rom o t h e r  c e n t r a l  agenc ies ,  e s p e c i a l  l y  i n  te rms o f  imp lement ing  
c e n t r a l  l y  funded devel  opment p r o j e c t s  a t  t h e  1  oca l  l e v e l .  

Most n a t i o n a l  depar tments  charged w i t h  l i n e  r e s p o n s i b f l i t i e s  
m a i n t a i n  s t a f f  a t  t h e  p r o v i n c i a l  l e v e l ,  t h e  ma jo r  e x c e p t i o n  b e i n g  DPWH which 
uses a  d i s t r i c t  system. However, t e n u r e  and p romot ion  d e c i s i o n s  f o r  n a t i o n a l  
government s t a f f  ass igned t o  LGUs remain  under n a t i o n a l  agency j u r i s d i c t i o n ,  
p r e v e n t i n g  1  oca l  1  eadersh i  p  f r o m  e f f e c t i v e l y  e x e r t i n g  c o n t r o l  ove r  s t a f f .  
P r o v i n c i a l  and m u n i c i p a l  governments m a i n t a i n  t h e i r  own e n g i n e e r i n g  
depar tments  b u t  have n e i t h e r  t h e  equipment n o r  t h e  human resources  o f  t h e  
c o r r e s p o n d i n g  DPWH d i s t r i c t  o f f i c e s .  

DPWH has r e c e n t l y  a u t h o r i z e d  h i g h e r  c e i l i n g s  t o  conduct  
b i d d i n g s  and approve i n f r a s t r u c t u r e  c o n t r a c t s  a t  DPWH r e g i o n a l  and d i s t r i c t  
l e v e l s ,  a  change which cove rs  98 p e r c e n t  o f  t h e  t o t a l  number o f  p r o j e c t s  b e i n g  
imp1 emented by DPWti. N o t w i t h s t a n d i n g  t h i s  i m p o r t a n t  d e v o l u t i o n  o f  
dec i s ion -mak ing  t o  t h e  r e g i o n a l  l e v e l ,  DPWH r e g i o n a l  o f f i c i a l s  remain a  p a r t  
o f  t h e  n a t i o n a l  bureaucracy.  A r e c e n t  s tudy  suggests t h a t  DPWH shou ld  
c o n s i d e r  seconding i t s  more exper ienced  s t a f f  t o  LGUs t o  enhance s k i l l s  t o  
s u p p o r t  1  oca l  i n f r a s t r u c t u r e  imp lemen ta t i on .  

2 .  F i n a n c i a l  Resources 

I n  a d d i t i o n  t o  a u t h o r i t y  l i m i t a t i o n s  on b u d g e t i n g  and revenue 
g e n e r a t i o n ,  LGUs l a c k  f i n a n c i a l  resources  needed t o  a c c e l e r a t e  l o c a l  
development. See S e c t i o n  111 f o r  an a n a l y s i s  o f  such r e s o u r c e  c o n s t r a i n t s .  

3. Local  Capac i t y  

The success o f  d e c e n t r a l  i z a t i  on and 1  oca l  autonomy w i  11 depend 
g r e a t l y  upon l o c a l  c a p a c i t y  t o  p l a n  and manage t h e  d e l i v e r y  o f  b a s i c  s e r v i c e s  
and t h e  imp lemen ta t i on  o f  i n f r a s t r u c t u r e  and o t h e r  development p r o j e c t s .  LGUs 
have v a r y i n g  c a p a c i t i e s  t o  hand1 e  i n c r e a s e d  r e s p o n s i b i l  i t y  and fund ing .  
P rov inces  and component c i t i e s  o f t e n  have more a v a i l a b l e  p lann ing ,  management 
and t e c h n i c a l  s k i 1  1  s  than  m u n i c i p a l  i t i e s  o r  barangays. A t  p resen t ,  many l o c a l  
e x e c u t i  ves p e r c e i v e  t h a t  t h e y  a r e  capabl  e  o f  managing 1 o c a l  government a f f a i r s  
w i t h o u t  c e n t r a l  a u t h o r i t y ,  s u p e r v i s i o n  and guidance. However, t h i s  p e r c e p t i o n  
remains t o  be t e s t e d ,  Local e x e c u t i v e s  i n c r e a s i n g l y  seek and o b t a i n  suppor t  
f r o m  t h e  Dejtarkmewt o f  Local  Government (DLG) and o t h e r  p u b l i c  and p r i v a t e  
sources t o  p r o v i d e  t r a i n i n g  and o t h e r  c a p a c i t y  b u i l d i n g  s e r v i c e s .  More needs 
t o  be done and t h e  GOP i s  a c t i v e l y  expand ing i t s  t r a i n i n g  programs and o t h e r  
i n s t i t u t i o n a l  development s e r v i c e s  t h r o u g h  ongoing and proposed p r o j e c t s .  



Some areas that  need strengthening in selected LGUs include: 
planning; tax mapping capabi l i t ies ;  management a n d  technical ski l  1  s  for  
supervising infras t ructure  design and construction for  other t h a n  very small 
s t ructures ;  property management and f a c i l i t y  maintenance; equipment 
procurement, operation and maintenance ski l  1 s ;  inventory control ; and 
financial management capabi l i t ies .  Re1 ated pol icy adjustments a1 so need t o  be 
addressed in some areas.  For example, LGUs do not have equipment replacement 
policies nor do equipment and  infras t ructure  maintenance receive adequate 
pr ior i ty .  In the l a t t e r  case, financial and technical resource l imita t ions  as 
well as limited pr io r i ty  for maintenance over the years have resulted in 
deterioration of exist ing structures and equipment. 

D .  USAlD Role in Sector 

1 .  Past USAID Decentralization Efforts  

For more than 20 years,  USAID has provided assistance t o  local 
governments in the Philippines through a  variety of projects beginning with 
Operation SPREAD (Systematic Programing for  Rural Economic Assistance 
Development) in 1966. Operation SPREAD assis ted two provinces d i rec t ly  for 
two years on a  p i l o t  basis t o  develop provincial management and project  
implementation capacity. The project ident i f ied concepts, systems and inputs 
crucial to the 1 ocal development process a t  the provincial level .  

In 1968, based on lessons learned from Operation SPREAD, the G O P  
in i t i a ted  the Provincial Development Assistance Program ( P D A P )  t o  strengthen 
local government capacity by providing advisors,  commodity support and 
training assistance t o  selected provinces. PDAP was implemented in 28 
provinces and 10 c i t i e s  from 1968 t o  1980 and followed a  highly structured 
approach to  pl anni n g  and management capacity devel opment, incl udi n g  : ( a )  the 
establishment of fu l l y  staffed provincial planning development o f f i ce s ;  ( b )  
the i n i t i a t i on  of development performance budgeting; a n d  ( c )  the preparation 
of annual design and work plans. Additionally, PDAP he1 ped t o  expand the 
Provincial Engineer's Office from a maintenance-oriented t o  an imp1 ementi n g  
and supervisory office.  USAID provided support t o  PDAD through the Provincial 
Devel opment Project ( P D P )  and the Local Government Project ( L G P ) .  PDP 
financed advisors, commodities and t ra ining for  selected provinces from 1968 
t o  1973 t o  develop sector programs in infras t ructure  a n d  tax administration. 
LGP provided ass is tance to PDAP from 1974 t o  1978 t o  develop mechanisms t o  
reduce transportation costs ,  expand public investment, promote equitable 
taxation policies,  and improve market access. 

Other USAID projects developed under the PDAP umbrell a  incl uded: 
( a )  Rural Roads Projects I  and 11; ( b )  Barangay Water Projects I  and 11; ( c )  
Rural Service Center Project; a n d  ( d )  Real Property Tax Administrati on 
Project. 

Rural Roads Projects I  and I1 were implemented from 1976 to  1983 
in 74 provinces and 10 c i t i e s  a n d  developed an administrative and 
organizational s t ructure  for  selected provinces t o  plan, manage and implement 



r u r a l  r o a d  p r o j e c t s  f o l l o w i n g  PDAP-ident i  f i e d  systems. More t h a r ~  1,000 
k i l o m e t e r s  o f  roads and 10,000 l i n e a r  meters  o f  b r i d g e s  were c o n s t r u c t e d .  The 
GOP c o n t i n u e d  t o  p r o v i d e  f u n d i n g  under  t h i s  program th rough  1988. 

Barangay Water P r o j e c t s  (BWP) I and I 1  (1978 t o  1986)  developed 
t h e  c a p a b i l i t y  o f  128 LGUs t o  d e s i g n ,  i n s t a l  1 and m a i n t a i n  barangay 
c o o p e r a t i v e  wa te r  systems. E v a l u a t i o n s  o f  t hese  p r o j e c t s  found  t h a t  s i t e  
s e l e c t i o n ,  m o n i t o r i n g  techn iques ,  t r a i n i n g  and t e c h n i c a l  s k i l l  s  and p r o f i l e  o f  
t h e  t a r g e t  p o p u l a t i o n  were t h e  most  i m p o r t a n t  e lements f o r  e n s u r i n g  p r o j e c t  
success. The need t o  i d e n t i f y  qua1 i f i e d  s t a f f  ( t r a i n e r s  and r u r a l  w a t e r  and 
s a n i t a t i o n  a s s o c i a t i o n  o f f i c e r s )  a l s o  hampered p r o j e c t  imp lemen ta t i on .  Most 
i m p o r t a n t l y ,  t h e  BNP e v a l u a t i o n  conc luded  t h a t  i n s t i t u t i o n  b u i l  d i n g  e f f o r t s  
s h o u l d  e s t a b l i s h  s k i l l s  i n  permanent agencies f o r  s u s t a i n i n g  f u n c t i o n s  once 
USAID f u n d i n g  te rm ina ted .  

The Rura l  S e r v i c e  Cen te r  P r o j e c t  (1978 t o  1984) p rov ided  
a s s i s t a n c e  t o  i n c r e a s e  p a r t i c i p a t i o n  by t h e  poor i n  t h e  p l a n n i n g  and 
i m p l e m e n t a t i o n  o f  l o c a l  p r o j e c t s  i n  s i x  s e l e c t e d  c i t i e s .  The p r o j e c t  
deve loped i n f r a s t r u c t u r e  capab i  1  i t y ,  i n c l  ud ing  mo to r  poo l  o p e r a t i o n  and r a d i o  
communicat ion,  and conducted management t r a i n i n g ,  revenue and income a n a l y s i s ,  
and socioeconomic surveys.  

B u i l d i n g  on i n i t i a l  s t u d i e s  under LGP (1974-1 978) t o  improve t h e  
c o l l e c t i o n ,  assessment and r e c o r d s  management, t h e  Real P r o p e r t y  Tax 
A d m i n i s t r a t i o n  I (RPTA I) P r o j e c t  under took t a x  mapping and r e l a t e d  management 
and c o l l e c t i o n  a c t i v i t i e s  f rom 1978 t o  1984 as a b a s i s  f o r  i n c r e a s e d  l o c a l  
revenue g e n e r a t i o n .  RPTA I was p i l o t  t e s t e d  t o  p lan ,  a d m i n i s t e r ,  r e p l i c a t e ,  
and implement RPTA systems i n  72 p r o v i n c e s  c o v e r i n g  571 m u n i c i p a l i t i e s  and 
c i  t i e s  . 

A  number o f  ongo ing USAID p r o j e c t s  p r o v i d e  a s s i s t a n c e  t o  
s t r e n g t h e n  1  oca l  c a p a c i t y ,  i n c l u d i n g :  ( a )  Loca l  Resource Management (LRM) 
P r o j e c t ;  ( b )  Ra in fed  Resources Development (RRD) P r o j e c t ;  ( c )  p r o j e c t s  
a d m i n i s t e r e d  under t h e  ESF S e c r e t a r i a t  (Markets ,  M u n i c i p a l  Development Fund 
and t h e  Reg iona l  Devel opment Fund) ; ( d)  E n t e r p r i  se i n  Communi t y  Devel opment 
(ECD) P r o j e c t ;  ( e l  P r i v a t e  V o l u n t a r y  O r g a n i z a t i o n  (PVO) Co-F inanc ing P r o j e c t  
I I; and ( f )  A c c e l e r a t e d  A g r i c u l t u r a l  P r o d u c t i o n  (AAP) P r o j e c t .  

'The LRM P r o j e c t  s u p p o r t s  GOP d e c e n t r a l i z a t i o n  p o l i c y  by a s s i s t i n g  
l o c a l  g roups t o  p l a n  and i r r~p l  ement development p r o j e c t s  a t  t h e  1  oca l  1  eve1 . 
LRM a l s o  p r o v i d e s  a s s i s t a n c e  f o r  t a x  mapping and management systems f o r  
i m p r o v i n g  revenue g e n e r a t i o n  i n  s e l e c t e d  p rov inces .  LRM has s t reng thened  
p r o v i n c i a l  and m u n i c i p a l  capab i  1  i ty  t o  i n c r e a s e  1  oca l  revenue th rough  r e a l  
p r o p e r t y  taxes  and o t h e r  l o c a l  t axes .  LRM has a l s o  u t i l i z e d  NGOs t o  o rgan ize  
and a s s i s t  p o v e r t y  groups t o  m o b i l i z e  and manage resources  f o r  l o c a l  
development. C u r r e n t l y  f o u r  NGOs p r o v i d e  t e c h n i c a l  a s s i s t a n c e  t o  
m u n i c i p a l i t i e s  and p r o v i n c e s  under  t h e  p r o j e c t ;  p l a n s  a r e  underway t o  c o n t r a c t  
an a d d i t i o n a l  t h r e e  t o  a s s i s t  p r o v i n c e s .  

The Upland Access Component o f  t h e  RRD P r o j e c t  i s  s t r e n g t h e n i n g  
t h e  c a p a b i l i t y  o f  s e l e c t e d  LGUs t o  p l a n  and under take  c o n s t r u c t i o n  o f  m ino r  



roads,  f o o t t r a i l s ,  f o o t b r i d g e s ,  r i v e r  c r o s s i n g s  and r e h a b i l i t a t i o n  o f  
p r o v i  n c i  a1 roads  u s i n g  1  a b o r - i  n t e n s i  ve techno1 ogy . The r e c e n t l y  compl e t e d  
e v a l u a t i o n  o f  t h e  component conc luded t h a t  t h e  p r o v i s i o n  o f  t e c h n i c a l  
s u p e r v i s i o n ,  t h e  s t r e n g t h e n i n g  o f  p r o v i n c i a l  e n g i n e e r i n g  o f f i c e  c a p a b i l i t i e s ,  
and t h e  deve lop~nent  o f  maintenance programs f o r  i n f r a s t r u c t u r e  a r e  i m p o r t a n t  
t o  ensure s u s t a i n e d  b e n e f i t s .  The e v a l u a t i o n  a l s o  recommended t h a t  roads 
shou ld  be r e c l a s s i f i e d  t o  p e r m i t  DPWH t o  r e t a i n  r e s p o n s i b i l  i ty f o r  m a i n t a i n i n g  
n a t i  onal ne tworks ,  w i t h  t h e  p r o v i n c i a l  e n g i n e e r i n g  o f f i c e  and m u n i c i p a l  i t i e s  
h a v i  ng respons i  b i l  i ty f o r  p e r i o d i c  maintenance r e s p o n s i b l e  f o r  o t h e r  1  eve l  s. 
The Na tu ra l  Resources Component o f  t h e  RRD P r o j e c t  uses NGOs t o  under take  
i n s t i t u t i o n a l  s t r e n g t h e n i n g  t a s k s  f o r  a g r o f o r e s t r y  and r e f o r e s t a t i o n  
a c t i  v i  t i  es a t  t h e  community and p r o v i n c i a l  1  e v e l  s. 

The M u n i c i p a l  Development and Regiona l  Development Fund P r o j e c t s  
o f  t h e  ESF Program p r o v i d e  a s s i s t a n c e  t o  m u n i c i p a l s  and p rov inces ,  
r e s p e c t i  v e l y  , t o  imp1 ement and manage smal l  -sca l  e, 1  o c a l  l y  p r i o r i  ti zed 
i n f r a s t r u c t u r e  p r o j e c t  development. The Marke ts  P r o j e c t  a s s i s t s  LGUs t o  
manage marke t  r e h a b i l i t a t i o n  i n  s e l e c t e d  m a r k e t  towns. Major  l e s s o n s  l e a r n e d  
f rom t h e  ESF p r o j e c t s  i n c l u d e :  ( a )  I n f r a s t r u c t u r e  development r e q u i  r e s  
e f f e c t i v e  s u b p r o j e c t  des ign  and des ign  r e v i e w  systems; ( b )  enforcement  
mechanisms a r e  needed t o  ho l  d  e n g i n e e r i  n g / c o n s t r u c t i o n  f i r m s  accountab le ;  ( c )  
r e s i d e n t  eng ineers  need s y s t e m a t i c  moni t o r i  ng /eva l  u a t i o n  t o  deve lop s k i  11 s; 
and ( d )  t h e  improvement o f  m u n i c i p a l  government c a p a b i l i t y  t o  .implement 
c o n s t r u c t i o n  a c t i v i t i e s  i s  dependent upon t h e  p r o v i s i o n  o f  needed t e c h n i c a l  
suppor t .  

Under t h e  PVO Co-Financing I 1  ( 1  984-1 992) and ECD (1986-1 992) 
P r o j e c t s ,  USAID suppor t s  U.S. and ind igenous  PVOs and o t h e r  p r i v a t e  l o c a l  
o r g a n i z a t i o n s ,  t o  encourage t h e  w i d e r  p a r t i c i p a t i o n  o f  r u r a l  r e s i d e n t s  i n  
l o c a l  development a c t i v i t i e s .  USAID has found  t h a t  PVOs and NGOs may be more 
e f f e c t i v e  than  government u n i t s  i n  de l  i v e r i n g  b a s i c  s o c i a l  s e r v i c e s  i n  c e r t a i n  
areas i n  t h e  P h i l i p p i n e s .  PVO Co-Financing I 1  has funded 64 s u b p r o j e c t s  f o r  a  
t o t a l  o b l i g a t i o n  o f  o v e r  $18 m i l l  i o n  f o c u s i n g  on community development. The 
ECD P r o j e c t  i s  d i r e c t e d  a t  t h e  improvement o f  community p r o j e c t  d e s i g n  and 
imp lemen ta t i on  c a p a c i t y  under p r i v a t e  s e c t o r  sponsorsh ip .  

USAID i s  a l s o  s u p p o r t i n g  Department o f  A g r i c u l t u r e  e f f o r t s  t o  
improve c a p a c i t y  f o r  d e c e n t r a l i z e d  o p e r a t i o n s  t h r o u g h  t h e  ongo ing AAP 
P r o j e c t .  The proposed Chi1 d  S u r v i v a l  P r o j e c t  w i l l  1  i k e w i s e  suppor t  
.improvements i n  d e c e n t r a l i z e d  Department o f  H e a l t h  o p e r a t i o n s .  

PDAP a c t i v i t i e s  and o t h e r  comple ted and ongo ing p r o j e c t s  have 
been success fu l  i n  i n c r e a s i n g  LGU p a r t i c i p a t i o n  i n  p l a n n i n g  and imp lemen ta t i on  
b u t  have c o n t r i b u t e d  l i t t l e  t o  t h e  d e c e n t r a l i z a t i o n  o f  a u t h o r i t y  and f i n a n c i a l  
c o n t r o l  o f  l o c a l  governments. LDAP w i l l  complement e a r l  i e r  and ongo ing  
p r o j e c t  e f f o r t s  by emphas iz ing  key GOP p o l i c y  ad jus tmen ts  t o  p l a c e  
dec i  sion-maki ng and f i n a n c i a l  c o n t r o l  a t  t h e  1  owest  p o s s i b l e  1  e v e l  . The 
program w i  11 a1 so encourage GOP expansion o f  c a p a c i t y  b u i  1  d i n g  a c t i v i  t i e s  i n  
s e l e c t e d  p r o v i n c e s  t o  enab le  LGUs t o  under take  i n c r e a s e d  respons i  b i l  i ti es 
e f f e c t i v e l y .  



2. R e l a t i o n s h i p  t o  USAID S t r a t e g y  

LDAP w i l l  c o n t r i b u t e  t o  t h e  a t t a i n m e n t  o f  USAID's  I n t e r i m  
S t r a t e g y  o b j e c t i v e s  o f  a  s t r o n g l y  g r o w i n g  economy w i t h o u t  p o l i c y  b i a s e s  
a g a i n s t  t h e  r u r a l  a reas ,  s u s t a i n e d  and i n c r e a s e d  p r o f  i t a b i  1  i t y  , i n c r e a s e d  
cove rage  and  e f f e c t i v e n e s s  o f  s o c i a l  s e r v i c e  d e l i v e r y  i n  r u r a l  a reas .  Through 
t h e  a n t i c i p a t e d  r e f o r m s ,  LGUs w i l l  have  r e s o u r c e s  and  a u t h o r i t y  t o  p l a n  and 
i m p l  ement expanded r u r a l  deve l  opment a c t i v i t i e s .  

LDAP w i l l  a l s o  s u p p o r t  t h e  t h r e e  g u i d i n g  USAID i n t e r i m  s t r a t e g y  
s t a t e m e n t  p r i n c i p l e s :  d e c e n t r a l i z a t i o n ,  p o l i c y  r e f o r m ,  and p r i v a t e  s e c t o r  
i n v o l v e m e n t .  The p rogram w i l l  p romo te  d e c e n t r a l i z a t i o n  b y  e n c o u r a g i n g  t h e  GOP 
t o  p r o v i d e  more r e s o u r c e s  and  f i n a n c i a l  management r e s p o n s i b i l i t i e s  f o r  LGUs. 
A d d i t i o n a l  l y ,  LDAP w i l l  p r o v i d e  f o r  p o l  i c y  d i s c u s s i o n s  on d e c e n t r a l  i z a t i o n  
be tween GOP and USAID o f f  i c i  a1 s. LDAP w i  11 a1 so encourage  t h e  GOP t o  d e v e l o p  
l o c a l  c a p a c i t y  t h r o u g h  c o o r d i n a t i o n  w i t h  p r i v a t e  s e c t o r  f i r m s  and  NGOs. 

I n  s u p p o r t  o f  d e c e n t r a l i z a t i o n  and  i n c r e a s e d  l o c a l  autonomy, 
USAID a s s i s t a n c e  seeks t o :  

- D e c e n t r a l  i z e  o ~ e r a t i o n s  

The success  o f  d e c e n t r a l  i z a t i o n  i n  t h e  P h i l  i p p i  nes depends 
g r e a t l y  on i n c r e a s e d  l o c a l  c o n t r o l  o v e r  l o c a l l y  s i t u a t e d  a g e n c i e s  and  
p e r s o n n e l  and pub1 i c  r e s o u r c e s  t o  b e  u s e d  l o c a l l y .  USAID s u p p o r t s  p l a c i n g  
r e s p o n s i  b i  1  i ty and a u t h o r i t y  f o r  l o c a l  o p e r a t i o n s ,  b u d g e t i n g ,  and  revenue  
g e n e r a t i o n  i n t o  t h e  hands o f  l o c a l  o f f i c i a l s  where a p p r o p r i a t e  s i n c e  l o c a l  
o f f i c i a l s  a r e  b e t t e r  p o s i t i o n e d  t o  u n d e r s t a n d  and respond  t o  l o c a l  needs.  

- I n c r e a s e  l o c a l  government  a u t h o r i t y  f o r  1  o c a l  deve lopmen t  

W i t h  a p p r o p r i a t e  t r a i  n i  ng and t e c h n i c a l  s u p p o r t ,  1  o c a l  
government  o f f i c i a l s  a r e  b e t t e r  a b l e  t o  e s t a b l i s h  deve lopment  p r i o r i t i e s  and 
d e v e l o p  and i m p l  ement p r o j e c t s  w h i c h  a d d r e s s  1  o c a l  deve lopment  needs.  USA:[ll 
s u p p o r t s  a c t i o n s  t o  i n c r e a s e  t h e  a u t h o r i t y  o f  l o c a l  o f f i c i a l s  t o  a p p r o v e  and 
i m p l  ement deve lopmen t  p r o j e c t s  i n  t h e i r  r e s p e c t i v e  a reas .  I n  some cases ,  t h i s  
wou ld  mean l o c a l  c o n t r o l  o v e r  c e n t r a l  s t a f f  w o r k i n g  on l o c a l  deve lopmen t  
a c t i v i t i e s ;  i n  o t h e r s ,  a u t h o r i t y  f o r  n e g o t i a t i n g  agreements w i t h  d o n o r  
a g e n c i e s  t o  p r o v i d e  f u n d i n g  f o r  1  o c a l  d e v e l  opment. 

- C r e a t e  a  p o l i c y  e n v i r o n m e n t  w h i c h  encourages  p r i v a t e  s e c t o r  
p a r t i c i p a t i o n  i n  1 o c a l  d e v e l  opment 

More t h a n  f i v e  m i l l i o n  f a m i l i e s  l i v e  i n  p o v e r t y  o u t s i d e  m e t r o  
M a n i l a .  The m a g n i t u d e  o f  t h e  GOP's t a s k  o f  r e a c h i n g  such numbers r e q u i r e s  an 
approach  t o  deve lopmen t  t h a t  u t i l i z e s  non-government  sou rces .  NGOs and PVOs 
can  o f t e n  p r o v i d e  more e x p e d i t i o u s  and e f f e c t i v e  a s s i s t a n c e  i n  d e l i v e r i n g  
b a s i c  s o c i a l  s e r v i c e s  and m o n i t o r i n g  deve lopmen t  a c t i v i t i e s  t h a n  government .  
USAID w i l l  s u p p o r t  p o l i c i e s  w h i c h  enhance  o p p o r t u n i t i e s  f o r  NGO p r o v i s i o n  of 
t e c h n i c a l  s e r v i c e s  and t r a i n i n g  f o r  1  o c a l  o f f i c i a l s  and p r i v a t e  s e c t o r  
i n v o l v e m e n t  i n  a c t i v i t i e s ,  i n c l u d i n g  i n f r a s t r u c t u r e  c o n s t r u c t i o n  and  
ma in tenance .  



- I n c r e a s e  p r o d u c t i v i t y  and income o f  r u r a l  f a m i l i e s  t h r o u g h  
i m ~ r o v e d  r u r a l  i n f r a s t r u c t u r e  and d e l i v e r v  of s u o ~ o r t  s e r v i c e s  

Many areas have l i m i t e d  access t o  b a s i c  s o c i a l  s e r v i c e s  and 
i n f r a s t r u c t u r e .  USAID w i l l  s u p p o r t  GOP p o l i c i e s  and a c t i o n s  wh ich  encourage 
more e q u i t a b l e  i n v e s t m e n t  i n  b a s i c  i n f r a s t r u c t u r e  and s u p p o r t  s e r v i c e s  ac ross  
r e g i o n s  and i n  r e g i o n a l  r u r a l  a reas.  

- Upgrade t h e  q u a l i t y  o f  human r e s o u r c e s  and i n s t i t u t i o n s  
u n d e r t a k i  ns  1 oca l  devel  o ~ m e n t  

USAID w i l l  s u p p o r t  GOP a c t i v i t i e s  t o  s t r e n g t h e n  LGU 
manager ia l  c a p a c i t y  t h r o u g h  t h e  expanded t r a i n i n g  and t e c h n i c a l  s u p p o r t  
e f f o r t s  o f  t h e  Local  Government Academy under DLG and o t h e r  o r g a n i z a t i o n s .  
Improvements t o  management i n f o r m a t i o n  systems w i l l  a l s o  be encouraged t o  
improve p r o j e c t  m o n i t o r i n g  and eva l  u a t i o n .  

E. relations hi^ t o  O the r  Donor Prosrams 

The Uni t e d  N a t i o n s  Development Programme (UNDP ) , t h e  Canadian 
I n t e r n a t i o n a l  Development Agency (CIDA) , t h e  I n t e r n a t i o n a l  Bank f o r  
R e c o n s t r u c t i o n  and Development (IBRD), t h e  U n i t e d  N a t i o n s  I n t e r n a t i o n a l  
Chi1 d r e n ' s  Emergency Fund (UNICEF), t h e  As ian Development Bank (ADB), and t h e  
A u s t r a l  i a n  Government a r e  a1 so p r o v i d i n g  a s s i s t a n c e  f o r  l o c a l  government 
development p r o j e c t s  i n  t h e  P h i l i p p i n e s .  LDAP s u p p o r t  f o r  p o l i c y  re fo rm w i l l  
complement t h e  ongo ing c a p a c i t y  b u i  1  d i n g  e f f o r t s  o f  o t h e r  donors.  

Most  donors d i s b u r s e  a l l  development a s s i s t a n c e  through o f f i c i a l ,  
c e n t r a l i z e d  channels.  llNDP i s  t h e  o r ~ l y  agency wh ich  u t i l i z e s  d i r e c t  donor 
payment procedures  t o  l o c a l  governments. It has t h e  f l e x i b i l i t y  t o  r e l e a s e  
funds d i  r e c t l y  t o  imp1 ement i  ng agencies,  c o n t r a c t  w i t h  c o n s u l t a n t s  on behal  f 
o f  t h e  GOP, o r  pay f o r  commodi t ies d i r e c t l y  i n  t h e  imp lemen ta t i on  o f  t h e  45 
p r o j e c t s  i n  i t s  $6.0 m i l l i o n  p o r t f o l i o .  UNDP i s  p l a n n i n g  t o  p i l o t  t e s t  a  
D i s t r i c t  Development Management Systems p r o j e c t  i n  Region V t h a t  w i l l  s u p p o r t  
d i s t r i c t  p l a n n i n g  and management w i t h  DLG. UNDP a l s o  s u p p o r t  t h e  Regional  
P r o j e c t  Development Train. ing Program which has s t reng thened  r e g i o n a l  c a p a c i t y  
t o  des ign and implement p r o j e c t s .  

CIDA has o n l y  r e c e n t l y  begun t o  s u p p o r t  l o c a l  development p r o j e c t s  
and i s  p l a n n i n g  t o  e s t a b l i s h  e i g h t  t o  t e n  " r e g i o n a l  f unds"  t o  d e c e n t r a l i z e  t h e  
f i n a n c i n g  f o r  l o c a l  p r o j e c t  development. CIDA has o b t a i n e d  GOP agreement t h a t  
t h e  funds f o r  l o c a l  p r o j e c t  development can bypass n a t i o n a l  government 
channe ls  w i t h o u t  p r i o r  n o t i c e  i f  d isbursements  were delayed.  

One o b j e c t i v e  o f  a  $40 m i l  1 i o n  IBRD M u n i c i p a l  T r a i n i n g  Program i s  t o  
s t r e n g t h e n  t h e  Loca l  Government Academy (under  DLG) t r a i n i n g  programs f o r  
l o c a l  e x e c u t i v e s .  The program has t a r g e t e d  33 m u n i c i p a l i t i e s  f o r  e x e c u t i v e  
management t r a i n i n g  f o r  mayors, i s  encourag ing  p r i v a t e  s e c t o r  i nvo l vemen t  
th rough  c o n t r a c t s  t o  such o r g a n i z a t i o n s  as t h e  As ian I n s t i t u t e  o f  Management 
t o  t r a i n  m u n i c i p a l  mayors and i s  t e s t i n g  a  program t o  s t r e n g t h e n  LGU 
a d m i n i s t r a t i v e ,  t e c h n i c a l  and manager ia l  c a p a b i ! i t i e s .  



Other  donors a r e  work ing  i n  t e c h n i c a l  a reas t o  s u p p o r t  
d e c e n t r a l i z a t i o n  e f f o r t s .  For  example, UNICEF has p rov ided  a s s i s t a n c e  
d i r e c t l y  t o  seven p r o v i n c e s  t o  improve c h i l d  s u r v i v a l  programs t h r o u g h  the  
development o f  1  oca l  c a p a c i t y  and commi trnent. The A u s t r a l i a n  Government i s  
expand ing t h e i r  e f f o r t s  i n  s u p p o r t i n g  d e c e n t r a l i z a t i o n  o f  Depar tment  o f  
A g r i c u l t u r e  a c t i v i t i e s  t o  t h e  r e g i o n a l  l e v e l .  The ADB has r e c e n t l y  extended 
t e c h n i c a l  a s s i s t a n c e  t o  t h e  N a t i o n a l  Economic and Development A u t h o r i t y  (NEDA)  
f o r  a  s t u d y  on mechanisms t o  improve t r a c k i n g  o f  p r o j e c t s  under t h e  p u b l i c  
i nves tmen t  program. A  computer system t o  m o n i t o r  p r o j e c t s  w i l l  i n c r e a s e  t h e  
GOP ' s c a p a c i t y  t o  manage and fo rmu l  a t e  p o l  i c i e s  t o  improve 1  oca l  development. 



111. ANALYSIS OF RESOURCE CONSTRAINTS 

A. N a t i o n a l  Government 

C u r r e n t  f i n a n c i a l  d i f f i c u l t i e s  and p r e s s i n g  m a t e r i a l  p r i o r i t i e s  1  i m i  t 
t h e  amount o f  resources  t h a t  t h e  n a t i o n a l  government can t r a n s f e r  o r  g i v e  up 
t o  LGUs. I n  1988, t h e  n a t i o n a l  government e x p e n d i t u r e  program c o n t i n u e d  t o  
r e f l e c t  e f f o r t s  o f  t h e  l a s t  two y e a r s  t o  u t i l i z e  f i s c a l  measures t o  p r o p e l  
f u r t h e r  economic growth.  These e f f o r t s  a r e  e v i d e n t  i n  t h e  growth  o f  t o t a l  
e x p e n d i t u r e s  and revenues: t o t a l  e x p e n d i t u r e s  grew by 9.3 pe rcen t ,  f r o m  PI 21 
($5 .9 )  b i l l i o n  i n  1987 t o  P132.2 ($6 .3 )  b i l l i o n  i n  1988; t o t a l  revenues 
expanded t o  P110.9 ($5 .3 )  b i l l i o n  f rom P103.2 ($5.0)  b i l l i o n  i n  1987 o r  a  
g rowth  r a t e  o f  7.5 p e r c e n t .  The a c c e l e r a t i o n  o f  domest ic  demand f u e l e d  t h e  
economic expansion i n  1988; t o  some e x t e n t ,  t h e  i n c r e a s e d  government 
e x p e n d i t u r e s  th rough  i n c r e a s e d  c i v i l  s e r v a n t  s a l a r i e s  and inc reased  
i n f r a s t r u c t u r e  spending c o n t r i b u t e d  t o  f u l l  economic r e c o v e r y  i n  1988. 

The n a t i o n a l  government 's  t o t a l  e x p e n d i t u r e s  f o r  1988 reached P132.2 
($6 .3 )  b i l l i o n ,  wh ich  was 12.1 p e r c e n t  l ower  than  t h e  P150.4 t a r g e t .  T h i s  
b e l o w - t a r g e t  per formance i s  due m a i n l y  t o  t h e  o v e r a l l  l o w  d isbursement  o f  
funds f o r  t h e  f i n a n c e  o f  b o t h  government c a p i t a l  o u t l a y  and government c u r r e n t  
o p e r a t i o n s .  D isbursement  f o r  c a p i t a l  e x p e n d i t u r e s  was 27 - 8  p e r c e n t  be1 ow 
t a r g e t ,  wh ich  p a r t l y  ill u s t r a t e s  t h e  1  i m i  t e d  c a p a c i t y  o f  c e n t r a l  government t o  
spur  f u r t h e r  economic growth  th rough  more e x p e n d i t u r e s .  

Revenue g e n e r a t i o n  e f f o r t s  o f  t h e  government were f a r  f r o m  
s a t i s f a c t o r y  s i n c e  b o t h  t a x  and non- tax  revenue c o l l e c t i o n s  were below 
t a r g e t s .  T o t a l  t a x  revenues amounted t o  P90.7 ($4 .3 )  b i l l  i o n ,  10.1 p e r c e n t  
l o w e r  than t h e  t a r g e t  o f  P100.9 ($4.8)  b i l l i o n .  Government performance i n  t h e  
non- tax  revenue area was a1 so be1 ow pa r ,  w i t h  c o l l e c t i o n s  r e a c h i n g  o n l y  P20.2 
($1 .0 )  b i l l i o n  as a g a i n s t  t h e  t a r g e t  o f  P27.4 ($1.3)  b i l l i o n .  Net  domest ic  
bo r row ings  a l l o w e d  f o r  d e f i c i t  f i n a n c i n g  and f o r e i g n  o b l i g a t i o n  payments. 

Due t o  underspend ing and l o w e r  revenue g e n e r a t i o n ,  t h e  budget  d e f i c i t  was 
pa red  t o  P21 .3 ($1 .O1 ) b i l l i o n ,  about  3.6 p e r c e n t  be low t h e  t a r g e t  o f  P22.1 
($1.05) b i l l  i o n .  T h i s  d e f i c i t  r ep resen ted  about  2.6 p e r c e n t  o f  t h e  gross  
n a t i o n a l  p r o d u c t  (GNP) i n  1988. 

I n  1989, t h e  budget  d e f i c i t  i s  expected t o  i n c r e a s e  t o  P23.5 ($1.09) 
b i l l i o n ,  r e p r e s e n t i n g  abou t  2.5 p e r c e n t  o f  GNP. T o t a l  government e x p e n d i t u r e s  
w i l l  amount t o  P169.8 ($7.9)  b i l l i o n ,  w i t h  81 p e r c e n t  t o  be used t o  f i n a n c e  
c u r r e n t  o p e r a t i o n s .  T o t a l  t a x  and non- tax  revenues w i l l  r each  P146.3 ($6.8)  
b i l l  i o n ,  w i t h  t a x  income c o m p r i s i n g  79 p e r c e n t .  A u t h o r i t i e s  e x p e c t  t h e  
d e f i c i t  t o  be f i n a n c e d  m a i n l y  by domest ic  bo r row iogs .  Ne t  domest ic  bor rowing,  
wh ich  i s  p r o j e c t e d  t o  be P31.6 ($1.4)  b i l l i o n ,  w i l l  a l s o  pay f o r  f o r e i g n  
o b l  i g a t i o n s .  

Recent  e s t i m a t e s  show much b i g g e r  d e f i c i t s  f o r  1990-1991, abou t  P30 
($1.4)  b i l l i o n  f o r  1990 and more than  P30 ($1 .4) b i l l i o n  f o r  1991. 



Loca l  Government 

Meager a v a i  1  a b l e  resources c o n s t r a i n  1  oca l  government e f f o r t s  t o  he1 p  
improve r u r a l  1  i v i  ng c o n d i t i o n s  q u i c k l y .  T o t a l  LGU f i n a n c i a l  r e s o u r c e s  ( t o t a l  
r e c e i p t s  f rom b o t h  t a x  and non-tax revenues)  average P11.3 ($0.54) b i  11 i o n  
a n n u a l l y  f o r  t h e  p e r i o d  1987-1989, wh ich  r e p r e s e n t i n g  an average o f  a b o u t  9% 
o f  t o t a l  GOP r e s o u r c e s  f o r  t h e  p e r i o d .  T o t a l  annual LGU e x p e n d i t u r e s  average 
an e s t i m a t e d  P10.3 ($0.49) b i l l  i o n  f o r  t h e  1987-1 989 p e r i o d ,  i n d i c a t i n g  
t h a t  LGU share  o f  t o t a l  government e x p e n d i t u r e s  i s  o n l y  abou t  6 p e r c e n t .  

LGUs r e c e i v e  o n l y  a  l i m i t e d  sha re  o f  n a t i o n a l  government funds  f o r  
t h e  d e l i v e r y  o f  b a s i c  s e r v i c e s  and i n f r a s t r u c t u r e  t o  meet t h e  needs o f  t h e  
r u r a l  poor.  T o t a l  a p p r o p r i a t e d  n a t i o n a l  government a s s i s t a n c e  t o  LGUs 
amounted t o  P9.5 ($0.5)  b i l l i o n  i n  1987, P6.8 ($0.3)  b i l l i o n  i n  1988, and 
P1l.O ($0 .5 )  b i l l i o n  i n  1989. These f i g u r e s  rep resen ted  o n l y  12 p e r c e n t ,  7.8 
pe rcen t ,  and 9.4 p e r c e n t  o f  t h e  t o t a l  1987, 1988 and 1 9 8 9 m i o n a l  budgets,  
r e s p e c t i  v e l y  . 

The b u l k  o f  n a t i o n a l  a s s i s t a n c e  t o  LGUs came i n  t h e  fo rm o f  share  o f  
n a t i o n a l  revenue c o l  1  e c t i o n s  and funds f o r  1  o c a l  roads c o n s t r u c t i o n ,  r e p a i r  
and maintenance.  From 1987-1989, t h e  t o t a l  a p p r o p r i a t e d  LGU share  o f  n a t i o n a l  
revenue c o l l e c t i o n s  averaged 37.7 p e r c e n t  o f  t o t a l  n a t i o n a l  a s s i s t a n c e  t o  
LGUs. D u r i n g  t h e  same p e r i o d ,  t o t a l  a p p r o p r i a t e d  funds f o r  l o c a l  r o a d s  
c o n s t r u c t i o n ,  r e p a i r  and maintenance r e p r e s e n t e d  around 24.7 p e r c e n t  o f  t he  
t o t a l  . Other  fo rms  o f  n a t i o n a l  a s s i s t a n c e  t o  LGUs i n c l u d e  funds f o r  budgetary  
a i d ,  barangay development fund,  p r o v i n c i a l  development a s s i s t a n c e  fund ,  
r e g i o n a l  deve l  opnient fund,  1  o c a l  government revenue s t a b i l  i z a t i o n  fund,  
p r o v i  n c i  a1 heal  t h  and a g r i c u l  t u r a l  program, r e p a i r  and c o n s t r u c t i o n  o f  school 
b u i  1  d i n g s  and r u r a l  hea l  t h  u n i t s ,  1  oca l  government p l a n n i n g  and z o n i n g  fund,  
l o c a l  communi t ies a s s i s t a n c e  program, i n t e g r a t e d  area development, e t c .  

From 1976 t o  1987, l o c a l  governments s p e n t  an average o f  o n l y  about  
10 p e r c e n t  o f  t o t a l  pub1 i c  expend i tu res ,  w i t h  t h e  n a t i o n a l  government spending 
t h e  rema in ing  90 p e r c e n t .  The use o f  t h e  genera l  f u n d  i n  t h e  l o c a l  government 
budget ,  wh ich  compr ises  66 p e r c e n t  o f  i t s  budget ,  i s  d i c t a t e d  by t h e  n a t i o n a l  
government. Loca l  governments r e c e i v e  o n l y  20 p e r c e n t  o f  t h e i r  income t a x  
c o l  1  e c t i  ons f o r  t h e i r  use. Meager ava i  1  a b l e  resources  c o n s t r a i n  1  o c a l  
government e f f o r t s  t o  improve 1 i v i  ng c o n d i t i o n s  q u i c k l y .  The 1  i m i  t e d  share  
t h a t  l o c a l  governments r e c e i v e  f rom t h e  n a t i o n a l  government a l s o  c o n t r i b u t e s  
t o  t h e  r e l a t i v e l y  p o o r e r  c o n d i t i o n s  o f  r u r a l  f a m i l  i e s .  



I V .  LOCAL DEVELOPMENT ASSISTANCE FRAMEWORK 

A. Recent  P r o a r e s s  on D e c e n t r a l i z a t i o n  

W h i l e  a c t i o n s  a r e  b e i n g  i n i t i a t e d ,  a c t u a l  imp1 e m e n t a t i o n  o f  
d e c e n t r a l i z a t i o n  has been l i m i t e d  p r i m a r i l y  t o  a d m i n i s t r a t i v e  re fo rms .  
C e n t r a l  depa r tmen ts  have augmented t h e i r  r e g i o n a l  s t a f f s  and d e c e n t r a l i z a t i o n  
o f  some r e s p o n s i b i l i t i e s  t o  r e g i o n a l  o f f i c e s .  F o r  example,  t h e  DPWH has 
i n c r e a s e d  t h e  l e v e l  f o r  c o n t r a c t i n g  a t  DPWH r e g i o n a l  o f f i c e s ,  t h e  N a t i o n a l  
Economic Development  A u t h o r i t y  (NEDA) has  d e l  ega ted  i n c r e a s e d  r e s p o n s i  b i  1  i ty  
t o  NEDA r e g i o n a l  d i r e c t o r s ,  and Reg iona l  Development  C o u n c i l  s  ( RDCs) have 
r e c e i v e d  more b u d g e t i n g  and p l a n n i n g  a u t h o r i t y .  More needs t o  be done and 
numerous e x e c u t i v e  and 1  e g i  s l  a t i v e  p r o p o s a l  s  a r e  emerg ing .  

The E x e c u t i v e  Branch has r e c e n t l y  u n d e r t a k e n  a  number o f  r e c e n t  
i n i t i a t i v e s  t o  imp lement  d e c e n t r a l  i z a t i o n :  

- I n i t i a t i o n  o f  an a c t i v i t y  i n  f o u r  p i l o t  p r o v i n c e s  (Laguna, 
Tar1  ac, Davao, and Negros O c c i d e n t a l  ) t o  d e v e l o p  and t e s t  
d e c e n t r a l  i z a t i  on models;  

- Embarkment b y  t h e  DLG on a  r e - o r i e n t a t i o n  o f  i t s  f u n c t i o n s  f r o m  
one o f  c o n t r o l  and d e c i s i o n - m a k i n g  t o  one o f  s u p p o r t  f o r  LGUs 
(e.g. ,  r e g u l a t i o n s ,  manuals,  t e c h n i c a l  s u p p o r t ,  e t c . ) ;  and 

- D e c i s i o n  by  t h e  C a b i n e t  and P r e s i d e n t  t o  a  new b u d g e t  
d i  sbursement  scheme f o r  1990 t o  p e r m i t  r e g i o n a l  deve lopment  
c o u n c i  1  s  t o  app rove  1  o c a l  i n f r a s t r u c t u r e  p r o j e c t  s e l e c t i o n .  

Congress has a1 so i n i t i a t e d  p r o p o s a l  s  t o  s u p p o r t  d e c e n t r a l  i z a t i o n :  

- N a t i o n a l  I n t e r n a l  Revenue A1 1  o tmen t  (NIRA) B i  11, Congress i s  
c u r r e n t l y  r e v i e w i n g  a  p r o p o s a l  t o  amend t h e  NIRA sys tem t o  
i n c r e a s e  LGU d i s c r e t i o n a r y  r e s o u r c e s  and a u t h o r i t y  f o r  t h e  1990 
budge t  y e a r  and r e d u c e  t h e  p r e s e n t  p r o v i s i o n s  t h a t  now mandate 
a b o u t  73  p e r c e n t  o f  LGU budge ts .  The p roposed  NIRA b i l l  seeks t o  
en1 a r g e  t h e  l o c a l  government  sha re  o f  n a t i o n a l  r evenue  
c o l l e c t i o n s  b y  an e s t i m a t e d  13  p e r c e n t ,  r e l e a s e  LGUs f r o m  
s e l e c t e d  mandatory  1  ega l  p r o v i s i o n s  f o r  1  o c a l  budge ts  ( e s t i m a t e d  
1 0  p e r c e n t  r e d u c t i o n ) ,  and encourage LGUs t o  i n c r e a s e  1  o c a l  
revenue g e n e r a t i  on b y  p r o v i d i n g  a d d i t i o n a l  n a t i o n a l  r evenue  
g r a n t s  f o r  imp roved  r e a l  p r o p e r t y  and l o c a l  b u s i n e s s  t a x  
c o l 1  e c t i o n  pe r fo rmance .  The p r o p o s a l  e n j o y s  s u p p o r t  f r o m  t h e  
P r e s i d e n t  and E x e c u t i v e  Branch,  t h e  Leagues o f  Gove rno rs  and 
Mayors and Congress.  Passage i s  expec ted  b y  mid-1 989. 

- Rev i sed  Loca l  Government Code. Congress i s  d e l i b e r a t i n g  a  
p roposed  b i m t e d  by DLG and t h e  Leagues o f  
Governors  and mayors  and p r o v i d e s  f o r  a  more r e s p o n s i v e  and 
a c c o u n t a b l e  l o c a l  government  s t r u c t u r e  i n s t i t u t e d  t h r o u g h  a  
sys tem o f  d e c e n t r a l i z a t i o n .  The b i l l  i s  b e i n g  r e v i e w e d  book by 



book o f  wh ich  t h e r e  a r e  f i v e .  Books 1  and 2 d e a l i n g  w i t h  genera l  
p r i n c i p l e s  and l o c a l  f i n a n c e ,  r e s p e c t i v e l y ,  a r e  expected t o  be 
passed i n  1989. The b i  11 proposes seconding n a t i o n a l  government 
s t a f f  t o  LGUs, revenue s h a r i n g  and b l o c k  g ran ts ,  p l a c i n g  
i n f r a s t r u c t u r e  and most l i n e  f u n c t i o n s  under l o c a l  government 
j u r i s d i c t i o n ,  e s t a b l i s h i n g  a  minimum s e t  o f  b a s i c  s e r v i c e s  and 
f a c i l  i t i e s  f o r  each LGU 1  eve1 , s e t t i n g  up un i fo rm s tandards  and 
gu ide1 i n e s  f o r  LGU imp lemen ta t i on ,  and i n s t i t u t i o n a l  i z i n g  t h e  use 
o f  NGOs o r  PVOs t o  g a i n  i n c r e a s e d  l o c a l  autonomy. F u r t h e r ,  t h e  
prob lem o f  appo in tment  and s u p e r v i s i o n  o f  personnel  i s  addressed 
-- namely, by s p e c i f y i n g  t h a t  l o c a l  personne l ,  e x c e p t  f o r  
t r e a s u r e r s ,  would be appo in ted  by l o c a l  c h i e f  e x e c u t i v e s  w i t h i n  
t h e  framework o f  c i v i l  s e r v i c e  r u l e s  and r e g u l a t i o n s .  A l s o  
espoused i s  t h a t  c e n t r a l  l y  funded p r o j e c t  imp1 emen ta t i on  a t  t h e  
l o c a l  l e v e l  be devo lved t o  t h e  l o c a l  governments concerned,  
s u b j e c t  t o  such s p e c i f i c a t i o n s ,  c o s t  s tandards ,  r e p o r t i n g  and 
per formance a u d i t  as may be p r e s c r i b e d  by t h e  n a t i o n a l  government 
i n s t r u m e n t a l  i t i e s  ( p r o j e c t s  funded by f o r e i g n  sources may be 
exempted).  F i n a l l y ,  t h e  b i l l  seeks t o  expand LGU t a x a t i o n  power 
by l i f t i n g  t h e  l i m i t a t i o n s  on LGUs t o  impose numerous income and 
o t h e r  taxes .  Some disagreement has su r faced  on t h e  r o l e  o f  
gove rno rs  and on t h e  secondment o f  n a t i o n a l  agency personne l  t o  
1  oca l  e x e c u t i v e s .  

- Loca l  revenue g e n e r a t i o n .  Both  t h e  n a t i o n a l  and l o c a l  
governments a r e  g i v i n g  p r e f e r e n t i a l  a t t e n t i o n  t o  t h e  r e a l  
p r o p e r t y  t a x ,  wh ich  i s  a  m a j o r  source o f  l o c a l  revenues c o l l e c t e d  
and r e t a i n e d  a t  t h e  l o c a l  l e v e l .  The n a t i o n a l  government th rough  
t h e  Department o f  F inance (DOF) r e c e n t l y  1  aunched a  n a t i o n w i d e  
campaign t o  i n c r e a s e  r e a l  p r o p e r t y  c o l  1  e c t i  ons. The 1988 
c o l l e c t i o n  was P1 .7 b i l l  i o n  and t h e  p r o j e c t e d  t a r g e t  i s  P3.9 
b i l l  i o n  i n  1989 o r  an i n c r e a s e  o f  abou t  125%. From 1990 t o  1992, 
t h e  p r o j e c t e d  i n c r e a s e  w i l l  be a b o u t  18  p e r c e n t  a n n u a l l y .  
Acco rd ing  t o  l o c a l  and n a t i o n a l  o f f i c i a l s ,  t h e  t a r g e t s  a r e  
a t t a i n a b l e  because o f  i n t e n s i v e  e f f o r t s  t o  improve r e a l  p r o p e r t y  
t a x  admini  s t r a t i  on th rough  t a x  mappi ng, p r o p e r t y  a p p r a i  s a l  and 
assessment, and t a x  c o l l e c t i o n .  

B. D e c e n t r a l i z a t i o n  Performance Agenda 

The USAID M i s s i o n  s t r a t e g y  i s  t o  a s s i s t  t h e  GOP t o  a c c e l e r a t e  c u r r e n t  
and planned d e c e n t r a l  i z a t i o n  a c t i o n s .  Through LDAP, USAID w i l l  s u p p o r t  
i ncreased 1  o c a l  autonomy, i ncreased LGU revenues, and i ncreased LGU d i  s c r e t i  on 
ove r  f u n d i n g  u t i l i z a t i o n .  Demonstrated a c c e p t a b l e  GOP performance on a menu 
o f  p robab le  and p o s s i b l e  p o l i c y  ad jus tments  and p lanned LGU c a p a c i t y  b u i l d i n g  
a c t i o n s  w i l l  be c r i t i c a l  t o  d isbursements  under t h e  program. Performance 
i n d i c a t o r s  f o r  t h e  agenda i t e m s  w i l l  be s p e c i f i e d  i n  t h e  PAAD f r o m  a r e a s  
l i s t e d  below. 

A  number o f  t h e  agenda i terns c o u l d  be i n f l u e n c e d  by l e g i s l a t i o n  -- 
f o r  example, t h e  N I R A  B i l l .  However, i n  d e v e l o p i n g  and n e g o t i a t i n g  t h e  agenda 



i tems,  the Mission will emphasize t h e  desired output -- i . e . ,  increased 
d i sc re t iona ry  resources fo r  LGUs -- as the performance objec t ive  r a the r  t h a n  
l e g i s l a t i o n  per se. Accordingly, the  G O P  could provide f o r  increased 
resources through l e g i s l a t i o n ,  executive order  o r  the budgeting process. 

1 . Pol icv Reforms 

Performance ind ica to r s  wil l  be developed from these  areas :  

a.  Implementation of increased funding f o r  LGUs f o r  1990. The 
enactment and imp7ementation of the  proposed N I R A  B i l l ,  described in Section 
IV.A, i s  important t o  increase L G U  f inancia l  resources. Passage of the  b i l l  
i s  expected in  mid-1989 with implementation s l a t ed  f o r  Phi l ippine  FY 1990, 
beginning January 1990. DBM has already proposed an overal l  4.3 percent 
budget increase  fo r  1990. The b i l l  i s  expected t o  r e s u l t  in  a n  average 13 
percent increase  f o r  LGUs over the  planned 1989 G O P  budget l e v e l s .  Whereas 
i n i t i a l  disbursement wi 11  not be contingent  on passage of the bi 1 1 ,  
s i g n i f i c a n t  progress on act ions r e l a t ed  t o  implementing increases  in resources 
a t  the local  level will be c r i t i c a l  t o  i n i t i a l  disbursement. Later  
disbursements will  be re la ted  t o  acceptable performance on the  implementation 
of a system of increased d iscre t ionary  resources and 1 ocal au thor i ty .  

b.  Reduction of mandatory revenue cont r ibut ions  required of 
LGUs. The proposed N I R A  Bill  would e l iminate  cont r ibut ions  f o r  national 
hosp i t a l  s and in tegra ted  national pol i ce .  

c .  Imp1 ementation of decentral ized deci sion-making author i ty  f o r  
p ro jec t  development. The President  and Cabinet have recent ly  approved the  
proposal t h a t  Regional Development Council s have deci sion-maki ng author i ty  for  
1990 i n f r a s t r u c t u r e  pro jec ts .  Implementation of t h i s  au thor i ty  i s  dependent 
on procedures being i n s t i t u t e d  t o  devolve budget approval s and the  a1 1 otment 
of lump sums t o  the regional l e v e l s .  

d .  Increased real  property and local business tax  co l l ec t ion .  
DOF and LGU of f ic ' ia l s  a re  current ly  developing t a r g e t s  f o r  increased t a x  . . 

coll ect ion in  1990. Incentives f o r  increased loca l  business and real  property 
tax co l l ec t ion  a re  a l so  included in  the  proposed NIRA B i l l .  Incentives and 
procedures a re  expected t o  be implemented i n  1990. 

e.  Implementation of a general revision (re-val ua t ion )  of real 
~ r o ~ e r t v  . 
I I d 

f .  Implementation of increased LGU power t o  impose local  taxes.  

g. Placing author i ty  f o r  the  maintenance of barangay and 
municipal roads under the province. 

h .  Irr~pl ementation of increased author i ty  of 1 ocal executives 
over loca l ly  assigned national s t a f f .  The proposed Revised Local Code being 
discussed in Congress would increase s i g n i f i c a n t l y  the number of national 
s t a f f  under local executive cont ro l .  



i  . Strengthening of the rol e  of 1 ocal development counci 1 s  i  n 
~ r o . i e c t  devel o~ment and imp1 ementation. 

2 .  LGU C a ~ a c i  t v  Strenqtheni na 

While past  and ongoing e f fo r t s  have been contributing t o  
strengthening LGU technical and managerial capacity,  accelerated e f f o r t s  t o  
t r a i n  new o f f i c i a l s  and strengthen capacity i n  selected areas i s  important to  
f a c i l i t a t e  the e f fec t ive  use of additional resources and increased authori ty.  
The GOP through a var ie ty  of t ra in ing i n s t i t u t i ons  and other mechanisms has 
considerable capacity to  provide assistance in these areas. For example, the 
Local Government Academy ( L G A )  under D L G  has the mandate to :  

- Unify fragmented and disjointed 1 ocal government t ra in ing 
a c t i v i t i e s ;  

- Identify and/or develop an adequate supply of qual i f i ed  
t r a i  ners;  

- Develop up-to-date qual i t y  t ra in ing curr icula ;  
- Improve t ra in ing information and moni toring systems; and 
- Generate su f f i c i en t  financial resources for  t ra in ing.  

LGA has plans t o  expand t ra in ing a n d  technical support e f fo r t s  
through contracts  with organizations such as the Asian In s t i t u t e  of Management 
experienced NGOs, the Development Academy of the Philippines, the University 
of the Phil ippines, regional pub1 i c  and private higher education i n s t i t u t i ons ,  
e tc .  Additionally, DOF and NEDA are  currently strengthening LGU tax mapping 
and planning ski1 l  s ,  respectively,  in selected regions. DLG i s  a1 so exploring 
how technical capacity fo r  managing in f ras t ruc tu re  development and maintenance 
a t  the local level can be enhanced. While considerable capacity t o  undertake 
training and technical support a c t i v i t i e s  e x i s t s ,  financial resources t o  
accelerate such a c t i v i t i e s  i s  1 imited. Thus, the Mission will propose t h a t  
the GOP, as a condition t o  receiving support under L D A P ,  increase i t s  e f fo r t s  
in selected t ra in ing and technical support areas. Performance indicators will 
be developed from these areas:  

a .  Provision of revenue capacity building fo r  LGUs. The DOF i s  
providing counterpart funds for  tax mapping, records conversion/upgrading and 
tax collect ion in Region VI under the AID-financed LRM Project.  Financing of 
similar  capacity building a c t i v i t i e s  in areas not covered under the L R M  
Project would provide an important base for  improved tax col lec t ions  
throughout the country. 

b. Provision of management capacity t ra in ing for increased 
numbers of local o f f i c i a l s .  The G O P  through various i n s t i t u t i ons  has the  
capacity t o  undertake t ra in ing in planning, project  preparation, and f inancial  
a n d  other management ski 11  s .  Further, LGA i s  currently conducting executive 
management programs fo r  1 ocal o f f i c ia l  s  under the IBRD-fi nanced Municipal 
Training Program. Expanded t ra in ing e f fo r t s  in selected provinces would be 
important t o  t e s t  and demonstrate local competence in implementing increased 
funding l  eve1 s  . 



c .  Improvement o f  management systems f o r  LGUs. LGA has p l a n s  t o  
e s t a b l i s h  a  sub - r  p l a n n e r s  and 
counc i  1  s. Improved management systems w i  11 enabl e  LGUs t o :  ( 1  ) e s t i m a t e  
p r o g r e s s  i n  m e e t i n g  p o l i c y  o b j e c t i v e s ;  ( 2 )  de te rm ine  cor r~p l iance w i t h  n a t i o n a l  
and 1  oca l  s t a t u t o r y  requ i rements ;  ( 3 )  de te rm ine  t h e  most  a p p r o p r i a t e  s t a f f i n g  
arrangements and s k i 1  1  l e v e l  s; ( 4 )  i d e n t i f y  management, c o n t r o l  and 
communicat ion problems; and (5) r e l a t e  s e r v i c e s  and t h e i r  i m p a c t s  t o  t h e  c o s t  
o f  p r o d u c t i o n .  

d. Imorovement o f  m u n i c i p a l  t r e a s u r e r s '  and a s s ~ s s o r s '  o f f i c e  

and t a x  c o l l e c t i o n  e f f o r t s .  

e. Devel opment o f  1  oca l  autonomy model . LGA o f f  i c i  a1 s  have 
proposed a  model f o r  de termi  n i n g  po l  i c i e s  and i n f r a s t r u c t u r e / s e r v i c e  
p r i o r i t i e s .  T e s t i  ng o f  t h i s  model and/or  assessment o f  exper iences  gleaned 
f r o m  t h e  ongo ing p i 1  o t  e f f o r t  i n  f o u r  p r o v i n c e s  c o u l d  p r o v i d e  u s e f u l  
i n f o r m a t i o n  f o r  i n s t i t u t i o n a l  s t r e n g t h e n i n g  a c t i v i t i e s .  

f. Improvement o f  p r o j e c t  d e s i g n  and f e a s i b i l i t y  a n a l y s i s .  
P r o j e c t  development has o f t e n  been de layed  i n  t h e  p a s t  because o f  inadequate  
f e a s i b i l i t y  s t u d i e s  o r  i l l - c o n c e i v e d  and h i g h l y  c a p i t a l - i n t e n s i v e  des igns ,  
Expanded t r a i n i n g  f o r  1  oca l  o f f i c i a l  s  c o u l d -  improve p r o j e c t  qua1 i ty. 

- 

g. Improvement o f  p r o j e c t  m o n i t o r i n g .  L i m i t e d  imp l  ement i  ng 
c a p a c i t y  o f  some agenc ies  has l e d  t o  poo r  p r o j e c t  performance and 
a c c o u n t a b i l i t y .  A t  t h e  c e n t r a l  l e v e l ,  t h e  GOP has adopted s e v e r a l  i n i t i a t i v e s  
t o  i n c r e a s e  p r o j e c t  imp l  emen ta t i  on c a p a c i t y .  The P r o j e c t  Devel opment 
I n s t i t u t e  was s e t  up r e c e n t l y  w i t h i n  t h e  Development Academy o f  t h e  
P h i l i p p i n e s  t o  t r a i n  l i n e  agency personne l  i n  p r o j e c t  work. I n  a d d i t i o n ,  a  
n a t i o n a l  - l e v e l  P r o j e c t  F a c i l i t a t i o n  Committee was e s t a b l  i s h e d  i n  1987 t o  
address t h e  p r o j e c t  imp lemen ta t i on  d e l a y .  LDAP woul d  encourage t h e  GOP t o  
c o n t i n u e  imp lemen ta t i on  o f  improved management systems, t r a i n i n g  and t e c h n i c a l  
suppor t  t o  improve and t r a c k  p r o j e c t  performance.  

h. I n s t i t u t i o n a l i z a t i o n  o f  NGOs and p r i v a t e  s e c t o r  p a r t i c i p a t i o n  
i n  l o c a l  development. Whi le  i n c r e a s i n g  t h e  r o l e  o f  t h e  p r i v a t e  s e c t o r  i s  t h e  
avowed goal  o f  t h e  government, e s p e c i a l l y  f o r  power g e n e r a t i o n  and 
te lecommunicat ions ,  t h e  implement ing  gu ide1 i n e s  f o r  p r i v a t e  s e c t o r  i nvo l vemen t  
have been u n c l e a r .  LDAP c o u l d  encourage g r e a t e r  e x p e r i m e n t a t i o n  w i t h  p r i v a t e  
s e c t o r  maintenance c o n t r a c t i n g ,  e s p e c i a l l y  f o r  r o a d  i n f r a s t r u c t u r e .  
A d d i t i o n a l l y ,  LDAP c o u l d  s u p p o r t  expanded GOP use o f  NGOs t o  p r o v i d e  t e c h n i c a l  
suppor t ,  p r o j e c t  m o n i t o r i n g  s e r v i c e s  and t r a i n i n g  f o r  l o c a l  development.  

i. 
maintenance.  Suc d 
a t  t h e  muni-ci p a l  and barangay 1  eve1 s. The USAID-f i  nanced ESF S e c r e t a r i a t  
p r o j e c t s  p r o v i d e  a s s i  s tance t o  s e l e c t e d  p r o v i n c e s  and m u n i c i p a l  i ti es t o  
improve c o n s t r u c t i o n  c o n t r a c t  management and t o  conduct  des ign  and f e a s i b i l i t y  
s t u d i e s .  The RRDP Up1 and Component has i n i t i a t e d  maintenance t r a i n i n g  f o r  



p r o j e c t - f i  nanced roads,  t r a i l  s, e t c .  LDAP c o u l d  encourage GOP e x p l o r a t i o n  o f  
expanded e f f o r t s  i n  these  and o t h e r  areas t o  improve l o c a l  c a p a c i t y .  

Expected B e n e f i t s  and Costs 

GOP po l  i c y  r e f o r m s  and c a p a c i t y  b u i l d i n g  e f f o r t s  t h a t  L-IIAP w i " \ l  
advance a r e  expected t o  p r o v i d e  d i r e c t  and immediate b e n e f i t s  t o  LGUs as w e l l  
as i n d i r e c t  and 1  ong-term b e n e f i t s  t o  1  oca l  communi t i e s .  Through n a t i o n a l  
p o l i c y  r e f o r m s ,  t h e  LGUs w i l l  be p r o v i d e d  w i t h  more f i n a n c i a l  resources  and 
g r e a t e r  d i  s c r e t i o n a r y  power i n  i d e n t i f y i n g  and p r o v i d i  ng b a s i c  s e r v i c e s  and 
i n f r a s t r u c t u r e  t o  f o s t e r  community development. W i th  more money and power, 
LGUs w i l l  1  i k e l y  respond more q u i c k l y  t o  community needs. Thus, t h e  d e l i v e r y  
o f  comrnunity b a s i c  s e r v i c e s  such as h e a l t h ,  wa te r ,  and e d u c a t i o n  t o  r u r a l  
d w e l l e r s  as w e l l  as i n f r a s t r u c t u r e  development and maintenance w i l l  be 
a v a i l a b l e  th rough  a  f a s t e r  mode. Through GOP c a p a c i t y  b u i l  d i n g  e f f o r t s ,  LGUs 
w i l l  r e c e i v e  b o t h  t e c h n i c a l  and managerial/administrative t r a i n i n g  and 
t e c h n i c a l  suppor t .  The t r a i n i n g  and t e c h n i c a l  s u p p o r t  a r e  p r o j e c t e d  t o  
p r o v i d e  most  LGUs w i t h  t h e  necessary  s k i 1  1 s  and c a p a c i t y  t o  determine and 
respond t o  c o n s t i t u e n t  needs and, l i k e w i s e ,  t o  improve t h e i r  development 
p l  anning,  imp1 ementa t i  on and admin i  s t r a t i  on f u n c t i o n s .  Improved f u n c t i o n s ,  i n  
t u r n ,  w i l l  enab le  t h e  LGUs t o  become g e n e r a l l y  more respons ive ,  i n n o v a t i v e ,  
e f f i c i e n t ,  and e f f e c t i v e .  

LGU imp lemen ta t i on  o f  more and/or  l a r g e r  i n f r a s t r u c t u r e  and o t h e r  
development p r o j e c t s  by t h e  LGUs shou ld  c r e a t e  more j o b s  and encourage 
a d d i t i o n a l  income-genera t ing  bus iness  o p p o r t u n i t i e s  f o r  t h e  community and 
nearby communit ies. As a  whole,  members o f  t h e  community w i l l  b e n e f i t  f rom 
improved a v a i l  a b i  1  i t y  o f  s e r v i c e s  such as hea l  t h ,  t r a n s p o r t a t i o n ,  wa te r  
systems, e t c . ,  t he reby  i m p r o v i n g  t h e  q u a l i t y  o f  l i f e .  

LDAP i s  a1 so expected t o  b e n e f i t  t h e  p r i v a t e  s e c t o r  i n d i r e c t l y .  The 
c r e a t i o n  o f  more e f f i c i e n t  and e f f e c t i v e  s o c i a l  s e r v i c e  d e l i v e r y  and o f  
improved i n f r a s t r u c t u r e  w i l l  p r o v i d e  a  more s u p p o r t i v e  env i ronment  f o r  p r i v a t e  
s e c t o r  development. F i r s t ,  h a v i n g  funds d i r e c t l y  and immed ia te l y  a v a i l a b l e  t o  
LGUs shoul  d  s u b s t a n t i a l l y  reduce  1  oca l  problems o f  dea l  i n g  w i t h  c e n t r a l  
b u r e a u c r a t i c  r e d  tape. Second, devel  opment p r o j e c t s  w i l l  more 1 i k e l y  address 
l o c a l  , r a t h e r  t h a n  n a t i o n a l  , p r i o r i t i e s .  T h i r d ,  i f  s e l e c t e d  r e g i o n s  a r e  
t a r g e t e d  f o r  i n c r e a s e d  funds,  c o m p e t i t i o n  f o r  l i m i t e d  funds would encourage 
LGUs t o  p l a n  and implement t h e i r  development p r o j e c t s  more e f f i c i e n t l y  and 
e f f e c t i v e l y  . An improved 1  o c a l  economic c l i m a t e  woul d  more 1  i k e l y  encourage 
p r i v a t e  bus iness i n v e s t m e n t  i n  t h e  l o c a l  community. 

A lso ,  t h e  program has t h e  p o t e n t i a l  t o  spread b e n e f i t s  t o  communi t ies 
beyond t h e  LGUs concerned.  The devel  opment o f  m u n i c i p a l  i ty c e n t e r s  c o u l d  
s t i m u l a t e  economic g rowth  i n  o u t l y i n g  areas b y  encourag ing  o t h e r  
m u n i c i p a l  i t i e s ,  c i t i e s ,  and p r o v i n c e s  t o  improve t h e i r  per formance t o  r e a l  i z e  
s i m i l a r  b e n e f i t s .  

S u s t a i  n a b i l  i ty  o f  program b e n e f i t s  may be enhanced th rough  improved 
systems o f  communicat ion and c o o r d i n a t i o n  among p a r t i c i p a t i n g  LGUs and t h e  



i n s t i t u t i o n a l  i z a t i  on o f  expanded sys tem t r a n s p a r e n c y  and a c c o u n t a b i  1  i ty  
measures. 

N o t w i t h s t a n d i n g  t h e  b e n e f i t s  t o  be d e r i v e d  f r o m  t h e  p rogram,  some 
c o s t s  w i l l  l i k e l y  e x i s t .  The ma in  c o s t  i s  t h e  economic o p p o r t u n i t y  c o s t  o f  
t h e  g r a n t  a s s i s t a n c e  t o  encourage GOP d e c e n t r a l i z a t i o n  r e f o r m s  a f f e c t i n g  LGUs 
as a g a i n s t  a1 t e r n a t i v e  a c t i v i t i e s .  The second i s  t h e  s o c i a l  c o s t .  The 
a d d i t i o n a l  " p o l  i t i c a l  c a p i t a l "  made a v a i l  a b l e  t o  l o c a l  government  o f f i c i a l  s 
c o u l d  h e i g h t e n  p o l i t i c a l  c o m p e t i t i o n  among LGU p o l i t i c i a n s  o r  be tween 
Cong ress iona l  r e p r e s e n t a t i v e s  and LGU p o l i t i c i a n s ,  t h e r e b y  t h r e a t e n i n g  t h e  
v i a b i  1  i ty  o f  e f f i c i e n t  and e f f e c t i v e  p r o j e c t  p1 a n n i n g  and imp1 e m e n t a t i o n  
systems.  Ano the r  p o s s i b l e  s o c i a l  c o s t  i s  t h e  c r e a t i o n  o f  a d d i t i o n a l  l o c a l  
o p p o r t u n i t i e s  f o r  c o r r u p t i o n  and g r a f t  w h i c h  i n c r e a s e  as a d d i t i o n a l  r e s o u r c e s  
a r e  made a v a i l a b l e .  T h i s  l a t t e r  c o s t ,  however, m i g h t  be c o u n t e r e d  b y  g r e a t e r  
1  o c a l  c o n t r o l  t h r o u g h  t h e  1 o c a l  e l e c t i o n  p r o c e s s  and i n c r e a s e d  t r a n s p a r e n c y  
t h r o u g h  g r e a t e r  l o c a l  p a r t i c i p a t i o n  i n  communi ty  deve lopment  a c t i v i t i e s .  

O v e r a l l ,  t h e  p r o g r a m ' s  b e n e f i t s  w i l l  mos t  l i k e l y  f a r  o u t w e i g h  t h e  
c o s t s .  The immed ia te  d i r e c t  b e n e f i t s  w i l l  f l o w  f r o m  t h e  use  o f  a d d i t i o n a l  
r e s o u r c e s  e i t h e r  made a v a i  1  a b l e  by  t h e  n a t i o n a l  government  o r  c o l  1  e c t e d  
l o c a l l y  unde r  t h e  s t i m u l u s  o f  d e c e n t r a l i z a t i o n  and f r o m  improvements  i n  t h e  
e f f i c i e n c y  o f  e x i s t i n g  r e s o u r c e  use  r e s u l t i n g  f r o m  GOP p o l i c y  changes  and 
c a p a c i t y  b u i  1  d i  ng e f f o r t s .  D u r i n g  PAAD p r e p a r a t i o n ,  t h e  magn i t ude  o f  t hese  
e x p e c t e d  g a i n s  w i l l  be e x p l o r e d  f u r t h e r  and compared t o  t h e  minimum b e n e f i t s  
needed t o  j u s t i f y  t h e  program. However, t h e  s u b s t a n t i a l  s i z e  o f  t h e  expec ted  
i n c r e a s e d  r e s o u r c e  f l o w s ,  p o t e n t i a l  1  o c a l  revenue g e n e r a t i o n s  and c u r r e n t  
t o t a l  LGU r e s o u r c e s ,  t a k e n  t o g e t h e r ,  a s s u r e  economic f e a s i  b i  1  i ty. P a r t i c u l a r  
LGU a c t i v i t i e s  w i l l  a l s o  be i d e n t i f i e d  i n  t h e  PAAD f o r  use  i n  e v a l u a t i n g  t h e  
o v e r a l l  i m p a c t  o f  t h e  p rogram on 1  o c a l  development .  A c t i v i t y  i n d i c a t o r s  c o u l d  
i n c l u d e  h e a l t h  s e r v i c e s  rende red ,  k i l o m e t e r s  o f  r o a d  r e h a b i l i t a t e d / b u i l t ,  and 
schoo l  rooms b u i l  t. A p p r o p r i a t e  base1 i n e  d a t e  w i l l  be  c o l l e c t e d  e a r l y  i n  t h e  
program. 



V.  LOCAL DEVELOPMENT ASSISTANCE PROGRAM 

A. Program O b j e c t i v e s  

The pu rpose  o f  t h e  p roposed  p rogram i s  t o  s u p p o r t  GOP 
d e c e n t r a l i z a t i o n  r e f o r m  t h r o u g h  t h e  p r o v i s i o n  o f  p rog ram s u p p o r t ,  sma l l  
s u p p o r t  g r a n t s ,  and  p o l i c y  a n a l y s i s ,  m o n i t o r i n g ,  e v a l u a t i o n ,  and  a u d i t i n g  
s e r v i c e s .  D e c e n t r a l i z a t i o n  i s  e x p e c t e d  t o  c o n t r i b u t e  t o  improvements  i n  t h e  
d e l i v e r y  o f  b a s i c  s o c i a l  s e r v i c e s  and t h e  p r o v i s i o n  o f  b a s i c  i n f r a s t r u c t u r e .  
These c o n t r i b u t i o n s  s h o u l d ,  i n  t u r n ,  he1 p  t o  i n c r e a s e  r u ~ a l  p r o d u c t i v i t y  and 
incomes.  By p rog ram end, i t  i s  e x p e c t e d  t h a t  t h e  GOP w i l l  have  made 
s u b s t a n t i a l  p r o g r e s s  on d e c e n t r a l i z a t i o n  r e f o r m ,  p a r t i c u l a r l y  i n  a d d r e s s i n g  
LGU r e s o u r c e  and l o c a l  a u t h o r i t y  c o n s t r a i n t s .  

B. Program Versus P r o j e c t  A s s i  s t a n c e  Mode 

The u s e  o f  t h e  p rog ram r a t h e r  t h a n  t h e  p r o j e c t  a s s i s t a n c e  mode i s  
a p p r o p r i a t e  t o  p r o v i d e  f i n a n c i a l  a s s i s t a n c e  t o  encourage  p o l i c y  r e f o r m s  and 
imp roved  d e c e n t r a l i z a t i o n  p e r f o r m a n c e  t h a t  w i l l  l e a d  t o  more e f f e c t i v e  and 
e f f i c i e n t  l o c a l  deve lopment .  The GOP i s  d e m o n s t r a t i n g  commitment  and a c t i o n s  
t o  u n d e r t a k e  s i g n i f i c a n t  d e c e n t r a l i z a t i o n  p o l i c y  r e f o r m .  However,  
i m p l e m e n t a t i o n  o f  k e y  r e f o r m s  w i l l  s t r a i n  an a l r e a d y  t i g h t  g o v e ~ n m e n t  b u d g e t  
--  f o r  exampl e, p r o v i d i n g  a d d i t i o n a l  d i s c r e t i o n a r y  r e s o u r c e s  f o r  LGUs as  
p roposed  by t h e  NlRA b i l l  c o u l d  r e q u i r e  t h e  GOP t o  p r o v i d e  an e s t i m a t e d  
a d d i t i o n a l  P1.2 b i l l i o n  ( $ 5 7  m i l l i o n )  t o  l o c a l  u n i t s  i n  1990. USAID c o u l d  
f a c i l  i t a t e  and p o s s i b i l  i t y  a c c e l e r a t e  i m p l e m e n t a t i o n  o f  t h i s  measure b y  
p r o v i d i n g  a  p o r t i o n  o f  t h e  i n c r e a s e d  amount i n  p rogram s u p p o r t .  G i ven  t h e  
i m p o r t a n c e  o f  t h e  p o l i c y  i m p l e m e n t a t i o n  a n t i c i p a t e d  and t h e  s h o r t e r  t e r m  
d e f i c i t  r e q u i r e m e n t ,  a  p rog ram mode i s  a p p r o p r i a t e .  F u r t h e r m o r e ,  t h e  GOP has  
t h e  c a p a c i t y  t o  p r o v i d e  needed t r a i n i n g  and r e l a t e d  s u p p o r t  t o  a s s i s t  LGUs i n  
t h e  improvement  o f  t h e i r  c a p a c i t y  t o  hand1 e  a d d i t i o n a l  f u n d i n g .  

C. D e s c r i p t i o n  

USAID p roposes  t o  p r o v i d e  a b o u t  $46.5 m i l l i o n  f o r  p rog ram s u p p o r t  and  
a b o u t  $3.5 m i l  1  i o n  f o r  p r o j e c t i z e d  a s s i s t a n c e .  Program s u p p o r t  w i l l  b e  
p r o v i d e d  i n  t h r e e  t r a n c h e s  t o  be  d i s b u r s e d  o v e r  a b o u t  a  t w o - y e a r  p e r i o d  based 
on  a  M i s s i o n  d e t e r m i n a t i o n  t h a t  t h e  GOP has  a c h i e v e d  a c c e p t a b l e  p r o g r e s s  on 
mu tua l  l y  a g r e e d - t o  p e r f o r m a n c e  i n d i c a t o r s .  An i n i t i a l  t r a n c h e  o f  a b o u t  $1 0.0 
m i l l i o n  w i l l  be d i s b u r s e d  i n  l a t e  U.S. FY 1989 o r  e a r l y  U.S. FY 1990 based on 
a c c e p t a b l e  pe r f o rmance  p r o g r e s s  f r o m  A p r i l  1989. Two a d d i t i o n a l  t r a n c h e s  o f  
a b o u t  $18.25 m i l l i o n  each w i l l  be d i s b u r s e d  t h e r e a f t e r  i n  a p p r o x i m a t e l y  
n i ne -mon th  i n t e r v a l s  based on  f u r t h e r  a c c e p t a b l e  p r o g r e s s  on p o l i c y  
a d j u s t m e n t s .  The GOP w i l l  a l s o  be r e q u i r e d  t o  d e m o n s t r a t e  t h a t  p o l i c y  a c t i o n s  
r e s u l t  i n  1  o c a l  b u d g e t  a d d i t i o n a l  i t y  f o r  t h e  GOP 1990 and 1991 b u d g e t  y e a r s .  
The M i s s i o n  c o n s i d e r s  p r o g r e s s  on  agenda i t e m s  r e l a t e d  t o  i n c r e a s e d  LGU 
r e s o u r c e s  and  a u t h o r i t y  o v e r  r e s o u r c e  e x p e n d i t u r e  as  c r i t i c a l  d e c e n t r a l i z a t i o n  
a c t i o n s .  

Through LDAP, USAID w i  1  l s u p p o r t  GOP d e c e n t r a l  i z a t i o n  p o l  i c y  
i m p l e m e n t a t i o n  on a  n a t i o n w i d e  b a s i s .  The p rog ram w i l l  a1 so encou rage  t h e  GOP 



t o  p r o v i d e  a  g r e a t e r  i n c r e a s e  i n  d i s c r e t i o n a r y  f u n d s  and c a p a c i t y  b u i l d i n g  
a c t i v i t i e s  f o r  up t o  s i x  p r o v i n c e s  t o  d e m o n s t r a t e  t h e  p o t e n t i a l  i m p a c t  o f  
d e c e n t r a l i z a t i o n .  Suggested c r i t e r i a  f o r  p r o v i n c e  s e l e c t i o n  i n c l u d e  need, 
a b s o r p t i v e  c a p a c i t y  t o  u t i l  i z e  f unds ,  e x t e n t  o f  ongo ing  USAID p r o j e c t  
a c t i v i t i e s  i n  t h e  p r o v i n c e ,  q u a l i t y  o f  l e a d e r s h i p ,  and peace and o r d e r  
c o n s i d e r a t i o n s .  F i n a l  c r i t e r i a  and p r o v i n c e  s e l e c t i o n  w i l l  be  made d u r i n g  
PAAD p r e p a r a t i o n .  

LDAP a l s o  p r o v i d e s  a s s i s t a n c e  f o r  a  p r o j e c t i z e d  e l e m e n t  t o  f i n a n c e  
sma l l  s u p p o r t  g r a n t s  and  s e r v i c e s  f o r  f i n a n c i a l  and program m o n i t o r i n g ,  p o l  i c y  
a n a l y s i s ,  e v a l u a t i o n ,  and  a u d i t i n g .  The s u p p o r t  g r a n t s  w i l l  p r o v i d e  f i n a n c i a l  
a s s i s t a n c e  f o r  o r g a n i z a t i o n s ,  such as t h e  League o f  Governors ,  t h a t  a r e  
u n d e r t a k i n g  s t u d i e s  and r e l a t e d  a c t i v i t i e s  t o  s u p p o r t  d e c e n t r a l i z a t i o n  
o b j e c t i v e s .  

M i s s i o n  r e p r e s e n t a t i v e s  have a l r e a d y  met  w i t h  s e n i o r  f i g u r e s  f r o m  key  
GOP depa r tmen ts  and t h e  League o f  Governors  t o  d i s c u s s  p o s s i b l e  USAID 
a s s i s t a n c e  f o r  d e c e n t r a l i z a t i o n  r e f o r m .  I t  i s  a n t i c i p a t e d  t h a t  t h r o u g h o u t  
p rogram i m p l e m e n t a t i o n  a  g roup  made up  o f  r e p r e s e n t a t i v e s  f r o m  DOF, DLG, DBM, 
NEDA, t h e  League o f  Governors ,  USAID, and p o s s i b l y  o t h e r  depa r tmen ts  w i l l  meet  
r e g u l a r l y  t o  d i s c u s s  p o l i c y  i s s u e s  and r e v i e w  p r o g r e s s  on  d e c e n t r a l i z a t i o n  
agenda a c t i o n s .  A  d e c i s i o n  on t h e  p rogram i m p l e m e n t i n g  agency w i l l  be  made 
d u r i n g  PAAU deve lopment .  The agency w i l l  1  i k e l y  be DLG, DBM, NEDA, o r  DOF. 
See S e c t i o n  V 1 . C .  f o r  a  d i s c u s s i o n  on p o t e n t i a l  c o u n t e r p a r t  a g e n c i e s .  

D. F i n a n c i a l  P l a n  

1. F u n d i n g  

The p rog ram w i l l  p r o v i d e  a  t o t a l  o f  $50.0 m i l  1  i o n  i n  ESF g r a n t  
f unds  o v e r  a  two -yea r  p e r i o d .  An FY 1989 o b l i g a t i o n  o f  $25.0 m i l l i o n  i s  
a n t i c i p a t e d .  The e s t i m a t e d  a l l o c a t i o n  o f  p rog ram funds  i s  as  f o l l o w s :  

Component Amount ($000)  

Program S u p p o r t  46,500 
Smal l  S u p p o r t  G r a n t s  500 
T e c h n i c a l  S e r v i c e s  f o r  Pol  i c y  

A n a l y s i s ,  M o n i t o r i n g ,  
 valuation and ~ u d i t i n ~  

To t a  1  

As p r e v i o u s l y  i n d i c a t e d ,  t h e  p rog ram s u p p o r t  w i l l  be d i s b u r s e d  i n  
t h r e e  t r a n c h e s  o v e r  a  two -yea r  p e r i o d ,  w i t h  an i n i t i a l  t r a n c h e  o f  a b o u t  $10.0 
n i i l l  i o n  t o  be d - isbursed i n  la te  FY 1989 o r  e a r l y  FY 1990. D e c i s i o n s  on  t h e  
t i m i n g  and l e v e l  o f  d o l l a r  t r a n c h e s  w i l l  be based on GOP ( a )  p e r f o r m a n c e  
p r o g r e s s  on t h e  d e c e n t r a l  i z a t i o n  agenda, ( b )  b u d g e t  a d d i t i o n a l  i t y  and ( c )  
a b i l  i t y  t o  d i s b u r s e  p rogram do1 1  a r  and peso g e n e r a t i o n s .  

G r a n t  d o l l a r  p r i n c i p a l  and i n t e r e s t  f u n d s  w i l l  be used f o r  
s e r v i c i n g  GOP o f f i  c i a 1  d e b t  t o  mu1 t i 1  a t e r a l  d e v e l  oprnent i n s t i t u t i o n s  such  as 
t h e  IMF, IBRD and ADB. The g e n e r a t e d  pesos w i l l  be f o r  p rogram s u p p o r t  f o r  
s e l e c t e d  s e c t o r s  o f  t h e  n a t i o n a l  budge t .  Budge t  c a t e g o r i e s  f o r  b a s i c  s e r v i c e s  



and economic  deve lopment  w i l l  be  g i v e n  p r i o r i t y .  O t h e r  d o l l a r  and  peso uses  
may a l s o  be ag reed  t o .  

2. D i sbu rsemen t  P rocess  and C o n t r o l s  

D i sbu rsemen t  p r o c e d u r e s  w i l l  f o l l o w  t h o s e  USAID has  used  
p r e v i o u s l y  f o r  budge t  s u p p o r t .  

a. D o l l a r s  

Upon GOP s a t i s f a c t i o n  o f  l e g a l  and a d m i n i s t r a t i v e  C o n d i t i o n s  
P r e c e d e n t  t o  i n i t i a l  d i s b u r s e m e n t  o f  do1 1  a r s ,  AID w i l l  d i s b u r s e  d o l l a r s  f o r  
t h e  p rog ram s u p p o r t ,  t h r o u g h  t h e  e l e c t r o n i c  f u n d s  t r a n s f e r  system, f o r  d e p o s i t  
i n  a  s e p a r a t e  LDAP Do1 1  a r  S p e c i a l  A c c o u n t ( s )  w i t h  a  GOP-designated b a n k ( s )  . 
I n  acco rdance  w i t h  m u t u a l l y  agreed-upon i m p l e m e n t a t i o n  p l a n s ,  GOP m u l t i l a t e r a l  
d e b t  payments w i l l  be made d i r e c t l y  f r o m  t h e  LDAP D o l l a r  S p e c i a l  Account .  F o r  
non-program s u p p o r t  i t e m s ,  USAID w i l l  d i s b u r s e  f u n d s  d i r e c t l y .  

P r i o r  t o  a1 1  subsequent  do1 l a r  d i s b u r s e m e n t s :  ( 1  ) AID w i l l  
have  d e t e r m i n e d  t h a t  pe r f o rmance  c r i t e r i a  i s  s a t i s f a c t o r y  f o r  a  s p e c i f i c  
p e r i o d  unde r  c o n s i d e r a t i o n ,  i n c l u d i n g  f u l  f i l l  i n g  LGU b u d g e t  a d d i t i o n a l  i t y  
r e q u i r e m e n t s ;  ( 2 )  t h e  GOP w i l l  have  p r o v i d e d  e v i d e n c e  t h a t  t h e  d e b t  s e r v i c e  
payments ag reed  upon a r e  b e i n g  o r  have  been made; ( 3 )  t h e  GOP w i l l  be i n  
s u b s t a n t i a l  compl i a n c e  w i t h  a1 1  t e r m s  and c o n d i t i o n s  o f  t h e  g r a n t  agreement ;  
(4) t h e  GOP w i l l  have f u r n i s h e d  t o  AID a p p r o p r i a t e  barlk i n f o r m a t i o n  where 
d i s b u r s e d  d o l l a r s  w i l l  be d e p o s i t e d  and  t h e  amount o f  d o l l a r s  t o  be  d e p o s i t e d  
i n  each  a c c o u n t ;  and ( 5 )  t h e  GOP w i  11 have p r o v i d e d  AID a  GOP payment  schedu le  
i m p l e m e n t a t i o n  p l a n  f o r  use  o f  t h e  Do1 l a r  S p e c i a l  Accoun t .  Ea rned  i n t e r e s t  
w i l l  be  programmed t h e  same as p r i n c i p a l .  The g r a n t  agreement  w i l l  p r o v i d e  
f o r  a p p r o p r i a t e  a u d i t  and r e - d e p o s i  t p r o v i s i o n s .  

b .  Pesos 

W i t h i n  one b u s i n e s s  day o f  a  d o l l a r  t r a n s f e r ,  t h e  GOP w i l l  
d e p o s i t  i n t o  a  LDAP Peso S p e c i a l  Accoun t  an  amount o f  l o c a l  c u r r e n c y  
e q u i v a l e n t  t o  t h e  d o l l a r  t r a n s f e r .  Any i n t e r e s t  ea rned  on t h e  LDAP Peso 
S p e c i a l  Account  w i l l  be  programmed and  used  as t hough  i t  were  p r i n c i p a l .  

The GOP and USAID w i l l  a g r e e  on a  l i s t  o f  a c c e p t a b l e  budge t  
c a t e g o r i e s  and on t h e  t o t a l  minimum peso  amount t o  be d i s b u r s e d  b y  t h e  GOP f o r  
e l  i g i  b l  e  b u d g e t  c a t e g o r i e s .  The GOP ' s  q u a r t e r l y  u n a u d i t e d  d i s b u r s e m e n t  
r e p o r t s  w i l l  be t h e  b a s i s  o f  A I D ' S  q u a r t e r l y  r e imbu rsemen t  o f  f u n d s  f r o m  t h e  
LDAP Peso S p e c i a l  Accoun t  t o  t h e  GOP Genera l  Fund. The GOP w i l l  u n d e r t a k e  
d i s b u r s e m e n t  f o r  t h e  s e l e c t e d  b u d g e t  c a t e g o r i e s  f r o m  t h e  GOP Genera l  Fund 
unde r  i t s  r e g u l a r  b u d g e t a r y  and d i s b u r s e m e n t  r u l e s  and  p r o c e d u r e s  and w i l l  
s u b m i t  a u d i t e d  r e p o r t s  w i t h i n  an a g r e e d  upon p e r i o d .  The g r a n t  agreement  w i l l  
p r o v i d e  f o r  a p p r o p r i a t e  a u d i t  and  r e - d e p o s i t  p r o v i s i o n s . A s  i n d i c a t e d  
p r e v i o u s l y ,  t h e  p rog ram i n c l u d e s  a  p r o j e c t i z e d  component  t o  f i n a n c e  p rog ram 
and f i n a n c i a l  m o n i t o r i n g  and o t h e r  s e r v i c e s .  Any unused f u n d s  w i l l  b e  
r e -a1  1 o c a t e d  f o r  p rogram s u p p o r t .  



E. M o n i t o r i n g  a n d  Eva l  u a t i o n  

1  . M o n i t o r i n g  Do1 1  a r  and Peso T r a n s a c t i o n s  

a.  Do1 l a r s .  The GOP w i l l  be  r e q u i r e d  t o  p r o v i d e  q u a r t e r l y  
r e p o r t s  o f  u n a u d i ~ b u r s e m e n t s  by t h e  end  o f  t h e  subsequent  q u a r t e r .  
W i t h i n  an a g r e e d - t o  p e r i o d ,  t h e  GOP w i l l  be r e q u i r e d  t o  p r o v i d e  r e p o r t s  
a u d i t e d  by  t h e  GOP Commission on A u d i t  (COA) and  c o v e r i n g  t h e  use  o f  d o l l a r s  
d i s b u r s e d  f r o m  t h e  LDAP S p e c i a l  Account .  

b .  Pesos.  The peso r e p o r t  w i l l  i n c l  ude c u m u l a t i v e  a c t u a l  
d i s b u r s e m e n t s  by  s p e c i f i c  b u d g e t  c a t e g o r y  t h r o u g h  t h e  end o f  t h e  p e r i o d  
r e p o r t e d  upon f o r  c o s t s  i n c u r r e d  d u r i n g  t h e  GOP's b u d g e t  y e a r  f o r  e l i g i b l e  
b u d g e t  c a t e g o r i e s ,  t o g e t h e r  w i t h  t h e  a p p r o p r i a t e  c e r t i f i c a t i o n .  The GOP w i l l  
be r e q u i r e d  t o  p r o v i d e  r e p o r t s  a u d i t e d  b y  COA w i t h i n  an a g r e e d - t o  p e r i o d  t h a t  
w i l l  i n c l u d e  peso d i s b u r s e m e n t s  f o r  c o s t s  i n c u r r e d  d u r i n g  t h e  b u d g e t  y e a r  i n  
t h e  agreed-upon b u d g e t  c a t e g o r i e s .  

2. M o n i t o r i n g  P o l  i c y  Imp1 e m e n t a t i o n  P r o g r e s s  

The GOP t h r o u g h  t h e  i m p l e m e n t i n g  agency  w i l l  p r o v i d e  q u a r t e r l y  
r e p o r t s  f o r  j o i n t  GOP and USAID p r o g r e s s  r e v i s e  o f  p r o g r e s s  on t h e  p o l i c y  
agenda i m p l e m e n t a t i o n .  These r e p o r t s  w i l l  p r o v i d e  i n f o r m a t i o n  on p o l i c y  
agenda i m p l e m e n t a t i o n ,  d a t e s  unde r taken ,  p r o b l e m s  e n c o u n t e r e d  and a n t i c i p a t e d  
s o l u t i o n s ,  and n e x t  s t e p s .  D u r i n g  PAAD p r e p a r a t i o n ,  t h e  M i s s i o n  w i l l  
d e t e r m i n e  t o  w h a t  e x t e n t  t e c h n i c a l  a s s i s t a n c e  s h o u l d  b e  p r o v i d e d  t o  r e v i e w  
pe r f o rmance  p r o g r e s s  r e g u l a r l y .  

M i s s i o n  Management Ar rangements  

The D i v i s i o n  o f  R u r a l  Deve lopment  i n  t h e  M i s s i o n  O f f i c e  o f  R u r a l  
and A g r i c u l t u r a l  Deve lopment  (ORAD) w i l l  have  p r i n c i p a l  r e s p o n s i b i l i t y  f o r  
p rog ram management. O t h e r  o f f i c e s  o r  d i v i s i o n s ,  i n c l u d i n g  t h e  Program 
Economis t  O f f i c e ,  t h e  C o n t r o l  1  e r ' s  O f f i c e ,  t h e  O f f i c e  o f  C a p i t a l  Development ,  
Program O f f i c e ,  C o n t r a c t  S e r v i c e s  D i v i s i o n ,  and  R e g i o n a l  Lega l  O f f i c e  w i l l  
p r o v i d e  p rogram i m p l  e m e n t a t i o n  s u p p o r t .  F l i s s i o n  management d e t a i  1  s  w i l l  be 
deve loped  d u r i  n g  PAAD p r e p a r a t i  on. 

4. Program E v a l  u a t i o n  

I n  l a t e  FY 1990, an assessment  w i l l  be c o n d u c t e d  t o  r e v i e w  
program accompl i shments. The e v a l u a t i o n  w i l l  : ( a )  assess  t h e  e f f e c t i v e n e s s  
o f  p rogram i m p l e m e n t a t i o n  mechanisms; ( b )  examine  a c t u a l  as a g a i n s t  
a n t i c i p a t e d  p o l  i c y  and  i n s t i t u t i o n a l  i m p l  e m e n t a t i o n  and  any e f f e c t s  
i d e n t i f i e d ;  ( c )  on a  sample b a s i s ,  examine t h e  ' impact o n  b a s i c  s e r v i c e s  and  
i n f r a s t r u c t u r e  p r o v i s i o n  a t  t h e  l o c a l  l e v e l  and  t h e  subsequent  i m p a c t  on  l o c a l  
deve lopment ;  and ( d l  recommend f u t u r e  p o l  i c y  and  p rog ram a c t i o n s  and 
a d j u s t m e n t s  i n  i m p l  e m e n t a t i o n  mechanisms. 

An e x t e r n a l  e v a l u a t i o n  o f  LDAP w i l l  be c o n d u c t e d  a f t e r  
a p p r o x i m a t e l y  2 4  months  o f  i m p l e m e n t a t i o n ,  o r  b y  J a n u a r y  1992. The m a i n  



o b j e c t i v e  o f  t h e  e v a l u a t i o n  w i l l  be t o  assess LDAP p r o g r e s s  on p r o v i d i n g  
add i  t i o n a l  f i  n a n c i a l  resources  t o  LGUs, t h e  impact  o f  s e l e c t e d  po l  i c y  r e f o r m  
and c a p a c i t y  b u i l d i n g  a c t i v i t i e s  and t h e  e f f e c t s  o f  o v e r a l l  GOP 
d e c e n t r a l  i z a t i o n  e f f o r t s .  The eva l  u a t i o n  w i l l  r e v i e w  t h e  s t a t u s  o f  LDAP 
imp1 emen ta t i on  .in 1  i g h t  o f  t h e  agreed-upon performance i n d i c a t o r s .  The 
assessment w i l l  c o n s i d e r  t h e  c o n t e x t  i n  wh ich  t h e  program has been o p e r a t i n g ,  
i n c l u d i n g  t h e  economic, p o l i t i c a l  and s o c i a l  f a c t o r s  t h a t  may have a f f e c t e d  
o v e r a l l  GOP d e c e n t r a l  i z a t i o n  p o l  i c y  re fo rms ,  e i t h e r  n e g a t i v e l y  o r  p o s i t i v e l y ,  
and s h o u l d  i n c l u d e  a  sampl ing  o f  t h e  impac t  on v a r i o u s  l o c a l  development 
a c t i v i t i e s .  E v a l u a t i o n  r e s u l t s  w i l l  be used as a  gu ide  i n  d e t e r m i n i n g  i f  
f u r t h e r  a s s i s t a n c e  i n  t h i s  s e c t o r  i s  m e r i t e d  and t o  make o v e r a l l  
i m p l e m e n t a t i o n  improvements. 

Gray Amendment A l e r t  

USAID has f u l l y  c o n s i d e r e d  t h e  p o t e n t i a l  i nvo l vemen t  o f  sma l l  and/or  
economical  l y  and s o c i  a1 l y  d i  sadvantaged U. S. e n t e r p r i  ses. It has de te rm i  ned 
t h a t  U. S. t e c h n i c a l  a s s i s t a n c e  r e q u i r e d  f o r  m o n i t o r i n g  and p r o j e c t  e v a l u a t i o n  
under  t h e  p r o j e c t  w i  11 be p r o v i d e d  t h r o u g h  open c o m p e t i t i o n ,  w i t h  s p e c i a l  
c o n s i d e r a t i o n  g i v e n  t o  f i r m s  s u b m i t t i n g  proposa l  s  t h a t  u t i l  i z e  t h e  resources 
o f  smal l  and/or  d isadvantaged U. S. f i r m s .  

G. R e l a t i o n s h i p  t o  Women i n  Development 

A l though  LDAP w i l l  n o t  p r o v i d e  d i r e c t  a s s i s t a n c e  f o r  women, i t  w i l l  
b e n e f i t  Ph i  1 'i p p i  ne p o p u l a t i o n  genera l  l y  by  channel  i n g  resources  more d i r e c t l y  
t o  t h e  p u b l i c  t h rough  d e c e n t r a l i z e d  p l a n n i n g  and management. I nc reased  
d e c e n t r a l i z a t i o n  w i l l  r e s u l t  i n  a c t i v i t i e s  wh ich  a r e  more r e s p o n s i v e  t o  t h e  
needs o f  t h e  r u r a l  p o p u l a t i o n ,  i n c l u d i n g  women. 

H. PAAD P r e p a r a t i o n  

W i t h  AID/Washington approva l  o f  t h e  PAIP i n  March o r  e a r l y  A p r i l ,  t h e  
M i s s i o n  w i l l  p roceed t o  f i n a l i z e  t h e  PAAD i n  A p r i l ,  May and June. Ongoing 
i n f o r m a l  d i s c u s s i o n s  w i t h  DLG, NEDA, DBM, and League o f  Governors and Mayors 
r e p r e s e n t a t i v e s  w i  11 be fo rma l  i zed and p o l  i c y  agenda i tems d i scussed  and 
s p e c i f i c  i n d i c a t o r s  developed. The M i s s i o n  w i l l  seek a d d i t i o n a l  a s s i s t a n c e  
f r o m  l o c a l  and e x t e r n a l  c o n s u l t a n t s  t o  a n a l y z e  key p o l i c y  i s s u e s  and p r o j e c t  
t h e i  r t h e i r  p o t e n t i a l  r u r a l  development impac t  d u r i n g  PAAD p r e p a r a t i o n  u s i n g  
P r o j e c t  Development & Suppor t  and Techn ica l  Resources P r o j e c t  f u n d i n g .  A  
t e n t a t i v e  schedu le  f o r  PAAD c o m p l e t i o n  i s  l a t e  June o r  e a r l y  J u l y  t o  be 
f o l l o w e d  by n e g o t i a t i o n s  i n  J u l y  and agreement by August. 



V I .  ISSUES 

A. Approach t o  A d d i t i o n a l i t y  

USAIO has reached agreement w i t h  t h e  GOP i n  p r i n c i p l e  t h a t  any 
a d d i t i o n a l  q u i c k - d i s b u r s i n g  f u n d i n g  f o r  FY 1989 and FY 1990 w i l l  r e q u i r e  the  
GOP t o  demonstrate l o c a l  budget  a d d i t i o n a l  i ty. By p r o v i d i n g  f u n d i n g  a t  
i n c r e a s e d  l e v e l s  f o r  LGUs, t h e  GOP can demonstrate l o c a l  budget  
add i  t i o n a l i t y .  Based on a  ve ry  p r e l i m i n a r y  e s t i m a t e ,  GOP imp lemen ta t i on  of 
t h e  proposed N I R A  b i l l  wou ld  r e q u i r e  about  $57.0 m i l l i o n  f o r  1990 t o  i n c r e a s e  
LGU funds.  I t  i s  n e i t h e r  r e a l i s t i c  no r  d e s i r a b l e  t o  expec t  t h e  GOP t o  
demonstrate o v e r a l l  budge t  a d d i t i o n a l  i t y  g i v e n  t h e i r  p robab le  commi tments  w i t h  
t h e  IMF t o  m in im ize  o v e r a l l  budget  i nc reases .  A d d i t i o n a l  i t y  can a1 so be 
demonst ra ted by t h e  i n c r e a s e d  l e v e l  o f  d i s c r e t i o n a r y  c o n t r o l  LGUs have over  
n a t i o n a l  revenue g r a n t s .  An e s t i m a t e d  10  p e r c e n t  ( f r o m  73 t o  63 p e r c e n t )  
decrease o f  c o n t r o l  wou ld  r e s u l t  i f  t h e  c u r r e n t l y  proposed M I R A  b i l l  passes. 

GClP Capac i ty  t o  Undertake Program 

As demonstrated p r e v i o u s l y ,  t h e  GOP has t h e  c a p a c i t y  t o  implement 
program ass is tance.  Where c a p a c i t y  may be 1  a c k i  ng t o  produce t i m e l y  a u d i t e d  
r e p o r t s ,  f u n d i n g  w i l l  be r e s e r v e d  f o r  USAID t o  under take  t h e  necessary 
a u d i t i n g  u s i n g  t e c h n i c a l  a s s i s t a n c e .  As i n d i c a t e d  above, t h e  M i s s i o n  be1 ieves  
GOP c a p a c i t y  e x i s t s  t o  p r o v i d e  t h e  necessary a d d i t i o n a l  i n s t i t u t i o n a l  b u i l d i n g  
s u p p o r t  t o  ensure e f f e c t i v e  imp1 ementa t i  on o f  i n c r e a s e d  resources  a t  t h e  1  oca l  
l e v e l .  Loca l  p o l i t i c a l  o f f i c i a l s  th roughou t  t h e  c o u n t r y  a r e  a c t i v e l y  seek ing 
a s s i s t a n c e  f o r  t r a i n i n g  and p l  a r ~ n i n g  t o  enab le  them t o  respond e f f e c t i v e l y  t o  
' loca l  needs and use funds  e f f i c i e n t l y .  

C .  Coun te rpa r t  Agency 

The imp lemen t ing  agency f o r  LDAP w i l l  be s e l e c t e d  d u r i n g  PAAD 
development f r o m  among DBM, DOF, DLG, and NEDA. Some arguments f o r  and 
a g a i n s t  each agency a r e  d i scussed  below. To i t s  advantage, DBM i s  t h e  s o l e  
department i n v o l v e d  i n  t h e  r e c e n t l y  i n i t i a t e d  e f f o r t  t o  p r o v i d e  and m o n i t o r  
funds f o r  f o u r  p r o v i n c e s  on a  p i l o t  b a s i s ;  however, i t  may n o t  have t h e  
c a p a c i t y  t o  c o o r d i n a t e  broader  p o l  i c y  d i s c u s s i o n s  o r  adequa te l y  i d e n  t i  fy  and 
m o n i t o r  performance on c a p a c i t y  b u i l d i n g  i n d i c a t o r s .  DOF has a l r e a d y  
d e c e n t r a l i z e d  some o p e r a t i o n s  and i s  l i k e l y  t o  p l a y  key r o l e s  i n  t h e  
imp lemen ta t i on  o f  t h e  proposed N I R A  B i l l  and i n c r e a s e d  revenue g e n e r a t i o n  
a c t i v i t i e s  t h a t  a r e  i m p o r t a n t  f o r  LDAP. On t h e  o t h e r  hand, DOF as a  
r e g u l a t o r y  agency may n o t  be capab le  o f  e f f e c t i v e l y  p r o m o t i n g  d e c e n t r a l i z a t i o n  
re forms.  DLG has a  c l e a r  advantage as t h e  depar tment  r e s p o n s i b l e  f o r  
s u p e r v i s i n g  1  oca l  government a c t i v i t i e s ,  has p l  ayed a  c o o r d i n a t i n g  r o l  e  among 
v a r i o u s  groups t o  advance proposed 1  e g i  s l  a t i o n ,  and i s  c u r r e n t l y  admi n i  s t e r i  ng 
numerous t r a i n i n g  a c t i v i t i e s  f o r  l o c a l  o f f i c i a l  s. Never the less ,  DLG c o u l d  be 
r e l u c t a n t  t o  c a r r y  o u t  r e f o r m s  a f f e c t i n g  i t s  own f u t u r e  r o l e  and, 
subsequent ly ,  may t r y  t o  d i r e c t  r a t h e r  than  be f l e x i b l e  i n  s u p p o r t  o f  
w ide - rang ing  re form.  The 1  a s t ,  NEDA, i s  a c t i v e l y  p romot ing  d e c e n t r a l i z a t i o n  
f o r  e f f i c i e n c y  and economic growth ;  however, i t s  own o p e r a t i o n s  a r e  h i g h l y  
c e n t r a l i z e d  and the p r i m a r y  f u n c t i o n  o f  NEDA r e g i o n a l  o f f i c e s  has been t o  
i r r~p l  e~nent  c e n t r a l  o f f i c e  mandates. L i k e  DLG, NEDA m i g h t  d i c t a t e  r a t h e r  than  
f a c i l  i t a t e  work ing  group c o o r d i n a t i o n  on re fo rm.  T h i s  b r i e f  summary suggests 
why t h e  M i s s i o n  wants t o  move c a r e f u l l y  i n  imp lemen t ing  agency s e l e c t i o n .  



A N N E X  

LOCAL G O V E R N M E N T  UNITS 

All LGUs a r e  s t r i c t l y  r egu l a t ed  corpora t ions  which c a r r y  o u t  
a d m i n i s t r a t i v e  f u n c t i o n s  on behalf  of and w i th in  s tandards  s e t  by t h e  na t iona l  
government. The e x i s t i n g  Local Government 'Code ( L G C ) ,  passed i n  1983, provides 
1 ocal government w i t h  minimal a u t h o r i t y  and 1 i t t l  e  di s c r e t i  on. The f i v e  
d i f f e r e n t  t ypes  of l oca l  governments i n  t h e  Ph i l i pp ine s  a s  def ined  under the  L G C  
a r e :  ( 1  ) barangays;  ( 2 )  municipal i  t i e s ;  ( 3 )  component c i t i e s ;  (4) high ly  
urbanized c i t i e s ;  and ( 5 )  provinces.  A comparison of 1983 and proposed L G C  
minimal requirements  fo l lows :  

MINIMAL REQUIREMENTS 
- 

No. - Popul a t i o n  Income Popul a t i  on Income m rn 
Barangay 40,904 5,000 

Municipal i  t y  1 ,481 10,000 200 25,000 500 

Component Ci ty  45 100,000 10,000 100,000 10,000 

Highly Urbanized 
Ci ty  11 1 50,000 30,000 1 50,000 30,000 

Provinces 75 500,000 10,000 1 ,000,000 15,000 

Under the L G C ,  c i t i e s  and m u n i c i p a l i t i e s  a r e  def ined  a s  "general 
purpose" loca l  governments while barangays and provinces a r e  def ined  a s  
" p o l i t i c a l  u n i t s . "  Taxing power of " p o l i t i c a l  u n i t s "  i s  very l i m i t e d ,  while 
"general purpose" governments have g r e a t e r  t ax ing  power and a r e  a l s o  t e c h n i c a l l y  
respons ib le  f o r  t h e  ove ra l l  coord ina t ion  and de l i ve ry  of ba s i c ,  r e g u l a r  and 
d i r e c t  s e r v i c e s .  However, local  governments of both types  have extremely l i m i t e d  
func t iona l  respons i  bi1 i t i e s .  National government agenc ies  con t inue  t o  d e l i v e r  
t h e  f o l l  owing s e r v i c e s  f o r  a1 1 l oca l  governments: educa t ion ,  h e a l t h ,  water and 
sewerage. In a d d i t i o n ,  regu la to ry  au tho r i  t y  over  1 ocal resources  i s  of ten  
reserved t o  na t iona l  agenc ies  and major cons t ruc t i on  a c t i v i t i e s  a r e  managed by 
the c e n t r a l  DPWH. 

In 1987, under Executive Order 249, province and c i t y  c a t e g o r i e s  
were f u r t h e r  scheduled i n t o  six c l a s s e s  based on average income f o r  the f o u r  
p r i o r  f i s c a l  pe r iods .  


