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" 'UNITID STATES n’nmmomu DEVELOPMENT coor:n‘on AGENCY
‘ AGENCY FOR INTERNATIONAL DEVELOPMENT '
WASHINGTON DC 0323

PROJECT AUTHORIZATION

PHILIPPINES Local Resource Management:
Project No. 492-035

1. Pursuant to Section 103 of the Foreign Assistance Act of
1961, as amended, I hereby authorize the Local Resources Manage-
ment Project for the Republic of the Philippines (Cooperating
Country) involving planned obligations of not to exceed
$4,500,000 in loan funds and $1,500,000 in grant funds over a
two-year period from date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB/allot-
ment process, to help in financing foreign exchange and local
currency costs for the Project.

2. The Project will assist in the identification of‘reglicable,
targeted approaches to local development in approximately six
provinces which can be extended and institutionalized in other
provinces in subsequent phases. In this first ghase, the
Project consists og three components: provincial strategy and
local project devalopment, improvement of local financial
administraticn and initiation of beneficlary participation in
the development process. Loan funds will finance technical
assistance for the improvement of local financial adminis-
trative systems and technical assistance, commodity procure-
ment and performance payments in connection with the
institutionalization of the process of development and
implementation of provincial strate§ies targeted on specifle
beneficiary groups. Grant funds will finance technical
assistance and efforts in organizing beneficlaries in develop-
ment activities that support provincial target group strategies,
gs ?ell as training and evaluation for each compoment of the
roject.

3. The Project Agreement which may be negotiated and executed
by the officers to whom such authority is delegated in accordance
with A.I.D. regulations and Delegations of Authority shall be
subject to the following essential terme and covenants and

major condirions, tougether with such other terms and conditions
as A.I.D. may deem appropriate.

4, a. Interest Rate and Terms of Repayment

' The Cooperating Country shall repay the Loan to A.I.D.
in U.S. Dollars within forty (40) years from the date ofl first
~disbursement of the Loan, including a grace period of not to



exceed ten (10) years. The Cooperating Country shall pay to
A.I.D. in U.S. Dollars interest from the date of first dis-
bursement of the Loan at the rate of (a) two percent (27%)

per amnum during the first tem (10) years, and (b) three per-
cent (37%) pezr annum thereafter, on the outstanding disbursed
balance of the Loan and on any due and umpaid interest
accrued thereon.

b. Source and Origin of Goods and Services

Loan-financed goods and services under the Project
shall have theilr source and origin in the C'ooperatinz Coumntry
or in countries included in A.I.D. Geographic Code 941,
except as A.I.D. m.y otherwise agree in writing. Grant-
financed goods and services, except for ocean shipping,
shall have their source and origin in the Cooperating Coumtry
or in the United States, except as A.I.D. may otherwise agree
in writing. Ocean shipping financed by A.I.D. under the
Grant shall be only on flag vessels of the United States,
except as A.I.D. may otherwise agree in writing.

c. Conditions Precedent to Disbursement

1. Prior to the first disbursement of funds by
A.I.D. under the Project, or to the issuance of documentation
pursuant to which such digbursement shall be mada, the
Cooperating Couvntry shall furnish to A.I.D., in form and
substance satisfactory to A.I.D., the formal designation
of the project director, a statement of specific responsibili-
ties and authorities for day-to-day management of the Project,
and a listing of project management and technical staff at
 the coordinating agency responsible for the Project.

2. Prior to the first annual disbursement of funds
by A.I.D. for performance payments, or to the issuance of
documentation pursuant to which such disbursement shall be
made, the Cooperating Country shall furnish the following
to A.I.D., in form and substance satlsfactory to A.I.D.:

(a) A copy of the axecuted protocols
between the appropriate agencies of the
Cooperating Country establishing agreed
procedures to chanmel the flow of resources
from the Cooperating Country to the
selected provinces for local subprojects.

(b) A copy of the executed directive by

the appropriate agencies of the Cooperat-

ing Country estab%iahing accounting procedures
for local subprojects which ensure that



- gppropriate resexve accounts for
approved subprojects are established
“and that those accounts are not to
be available for any other purpose.

(¢) Evidence that the review and
approval process of the Cooperating
Country for provinclal strategies,
annual program plan, and first round
of subproject proposals has been
completed and is consistent with the
criteria mutually agreed by the
Cooperating Country and A.I.D. for
the Project, and that pesos for
approved subprojects have been
released by the Cooperating Country
and dr.posited in the province's
accounts for subprojects under this
Project.

Clearance: "~ Dpate Initial

‘ﬁafrylsmucke:; Asia/DP 'dgdag Lo_
G.R. Van Raalte, Asia/ -

‘Dennis Barrett, Asia/PTB L
Signature _ .
“ - Tugene S. Staples

Acting Assistant Administrator
Bureau for Asia

Date
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LRM PROJECT PAPER

PART I: SUMMARY AND RECOMMENDATIONS
A. Fiscal Data

, Summary fiscal data are provided in the Project Data Sheet on the
preceding page. The U.S. share of costs for the three-year Pha.e 'l of the
project is $6.0 million. The Project Identific ition Document (PID) for this
proposal was approved June 17, 1981. The AID/\ cable approving the PID is
included as Annex A. :

B. [Purpose

- The purpose of the first phase of the Local Rescurce Managane7t:
Project (LRM) is the identification of replicsble, tar§7ted approachesl/ to
local development in six provinces of the CDSS regionsZ/ which can be
extended and institutionalized throughout these reglons in subsequent phases.
As the project evolves, its later phases will be characterized by the
development of working partnerships among provincial and mumnicipal
governments, the private sectors/ , and poverty groups such that the group
members are assisted in organizing rheir efforts, defining their own needs,
establishing priorities, and launching initiatives to obtain additional
resources to supplement those resources available to them locally. These
working partnersnips will necessarily develop at differing paces in different
localities due to variations in the capacities, willingness, and determinaticn
of orovinecial and municipal government officials, the private sector, and
poverty group members.

C. Cooperating Country

The Cooperating Country is tie Philippines, as represented by the
‘Government of the Philippines (GOP). The lead agency for project .

T/ T2 terun "targeted' approaches will be used throughout the paper as.
shorthand for a set of systems and processes which seek to establish '
productive, self-relisnt activities focused on poor households within an
identified poverty group (e.g. upland, coconut, and landless farmers;
subsistence fishermen, etc.).

2/ These currently include Regions V (Bicol), VI (Western Visayas), and
VIII (Eastern Visayas). Regions I and II will be added during the next few
‘years.

3/ For purposes of this PP, "orivate sector'' refers to private business
concerns and nonprofit civic, religious, and educational organizations, in-
‘cluding private voluntary organizations (PVO's). Although part of the private
sector, beneficiary households are treated separately in the discussion.

10
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implemencation will be the National Economic and Development Authority

(NEDA). Within NEDA, the Office of the Deputy Director General for Planning
and Policy will be responsible for providing overall leadership and monitoring
implementation progress.

D. Project Description

This project is P?ase. 1 of a 10-year multi-phased program of
institutional developmenc.l/ The project intends to idencify replicable,
targeted approaches to local development in six provinces. I1£ these innova=-
tive approaches prove responsive to local residents' needs and can be absorbed
into the existing planning and budgeting systems, they will be replicated and
institutionalized within the CDSS regions in subsequent phases. The ultimate
(goal) objective of the program is to promote greater self-reliance, product-
ive employment, and real income among disadvantaged residents in rural areas.

The Local Resource Management Project builds on over a decade of
govertment efforts to strengthen provincial and regional capabilities to plan
and implement development programs. Recognizing that decentralization alone
is no guarantee to more responsive local development, the project has taken on
the ambitious task of helping the GOP reform local development policy and
programming. It aims to reorient existing provincial capacities toward
promoting and supporting the efforts of local people to help themselves. It
is hoped that this project will initiate a dialogue on policies dealing with
local responsibilities for development. This dislogue will begin in Phase 1
at zodest cost o AID and che GOP. It will make possible initial efforts in
rmis critical area without long-Cerm or excensive a criori commitments co
wntried innovacive or experimencal cevelopmenc apprcaches.

To initiate the process, Phase I will operate along three separate
implementation tracks: 1) provincial stracegy and local project development,
2) local financial adminiscrationm, and 3) beneficlary participation.

The first track will absorb the greatest share of project attention
and resources. It will work wich the participacing provinces on developing

- strategies for assisting defined target groups, based on an understanding of

che needs and potentials of their members for self-help development. It will
also assist provinces in identifying and developing feasible subprojects o
implement approved strategies. It will stress improved subproject monitoring
and evaluation along with more flexible budgeting procedures to permit

subproject implementarion adjustments in response to local conditions and
beneficiary inputs.

The second track will center on developing financial monitoring
systems to enable provinces and mmicipalities to increase local revenues

[ —Thasa I will be evalusted as a three-year initial effort in order to
provide the basis for a Phase II funding decision. However, the PACD of the
Project shall be initially set at seven years in order to allow for multi-/ear

~ subprojects to be approved even in year three of Phase L.
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'rthfo\i’gh’ .ixynﬁi'd\'Iedfadnin‘ist:ratioh of local 'VE:Lngnce's and collection of taxes,
including real property, business, amusement, slaughterhouse, market, and
other taxes.

o The third track will test approaches for lirﬂdng private sector
beneficiary organization efforts more closely to mmicipal and provincial
development activities related to a selected target group.

o USAID and NEDA will monitor and evaluate the extent to which the .
three Phase I tracks are mutually supportive and reinforcing. In later phases
the three tracks should come together. The pace of integration will depend on
local capacities. For example, beneficiary participation in strategy
formulation and subproject development should progress relatively quickly in
‘provinces with a history of cooperative development such as in Antique.
Integration of these activities in Region VIII provinces, where cooperatives
and associations are less developed, may take much longer. .

Phase I will require $6.0 million in technical and financial
assistance in support of these activities. These assistance resources are to
be provided in a flexible way to meet needs as they are identifled during
pilot testing and to promote the institutional learning needed for subsequent
expansion. For example, a portion of the AID loan funds will be disbursed to
the GOP in the form of performance payments for the GOP's testing of planning
and budgetary innovations. Performance against which initial disbursements
will be made includes the preparation of sound provincial strategies, regional
approval of feasible and reasonable subproject proposals, and GG2 budget
releases direcrly to the provinces for subproject implementaticn. Rather
performance payments related to these provinces will be made only 1if they are
effectively implementing previously approved subprojects. AID will use these
payments to leverage development of wore autonomous and respoansive systems of

planning and budgeting.

' Authorization for Phase II will be on the basis of Phase I evalua-
tion findings and related reccmmendations. The expectation is that Phase II
authorization will be delegated to the USAID Mission Director and that he will
be expected to exercise such authority on the basis of this paper and the
Fhase I evaluations. This follows the emerging A.I.D. policy favoring
simplified approval procedures and greater field authority for incremental
funding of long-term programs.

Phase I will be implemented by NEDA working through its regiomal
offices and relying on the Regional Development Councils (RDC's) and the
participating provinces for the actual operations. NEDA's role will be as
manager and supporter of overall development of local systems and capacities
at the provincial level. The project will draw extensively on local resource
ingtitutions (private and public) to facilitate and document Phase I implemen-
tation. Initial project activities will center on three provinces, one each
from Regions V, VI, and VIIL, and gradually move to six provinces as
experience is gained and the requisite management support systems are
developed.
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Evaluation is an integral and continuous function of Phase I. It
will supply the information needed by project implementors and management
staff for problem diagnosis, adaptaticm, and learning what works, what does
A e e Tomaant are worch seplicating and devising & strategy
ap to lopment are worth rep : - & St
for replication in Phase II.

E. Project Costs AD ($ Thousand)
, Loén =~ Grant GoP. Total
Tectmical Assistance 2,175 525 - Z,700
Training - 170 140 310
Commodities 200 - 20 220
Research - 320 260 . 580
Evaluations - 35 - 35
Subprojects - - 3,250 2/ 3,250 2/
Performance Payments 2,125 2/ - - 2,125 2/
- Commumity Projects - 450 - 450
GOP Salaries, Allowances. - - 870 870
and Operating Expenses
Total 4,500 1,500  4,500L/2/ 10,500%/ 2/
(Net 2,400 8,400)2/

g

Beneficiaries

Primary beneficiaries will te the upland Zarxmers, artisanal ..soer-
zen, and landless agricultural workers in che six participdcing provincas
selected for targetted assistance, estimated to number 90,000 families.

G. Summary of Project Analyses

. The feasibility analyses contained in Annex E and summarized in Part
IV indiate that Prase I is technically, insticutionally, econcmically,
socially, and environmentally sound. Moreover, LRM is consistent with the
findings worldwide as well as in the Philippines that local development
projects which involve significant commmity participation are better designed
and more likely to be sustainable than those which lack such participation.

H. Waivers
No waivers are anticipated under this project.

I. Issues

Since the PID was ap , five policy Lissues have been raised in
connection with LRM which reflect aurrent AID/W concerns:

i/ Rounded .

2/ GOP budgeted funds for subprojects will be offsat by AID's performance
payments of $2,125 ($ Thousand). This leaves a balance of GOP rasource
inputs shown by the '"net'' figures.
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| 1. Resource Transfer The PID proposed a $30.5 million project over
5 years. This PP proposes a $6.0 million Fhase I, wherein assistance
resources are to be used for institutional development purposes. This.
.significant reduction in project cost reflects design considerations and a
deliberate eflfort both to reduce AID funds earmarked for resource transfer and
to reduce risk. °

2. Stregﬁd\enif%g Central Government Throu? Local Governments: The
effect of deceatralization often to s y reach of central
government. LRM is concermed with enlarging the provinces' scope of discre-
tion over centrally allocated budget recources and enabling them to increase
local resource mobilization. Both Tracks One and Two are designed to assist
in these areas. If successful, the effect would be to create the counter-
weight rgg an elected governmental unit to offset the strength of central line
- ministries.

3. Creation of New Buresucracies: LRM has made a conscious decision
to work within the existing provincial and regional administrative structure,
staffing, and planning and budgeting systems to ensure project sustainability
and institutionalization over time.

 4: Llessons from 12 Years of Local Governmment Investments in the
Pnilippines: e 1ssue here t does propose t is different
Uﬁmis already substantial investment in local goverrment development. Amnex
C specifically documents the experience and lessons from PDAP as well as the
1ssuas which have been taken into account in the LRM design. LRM is clearly a
~ leogical next step along the path to more decentralized and responsive local

development .

5. LRM as an Integral Element of the CDSS: This issue was raised
during the Administrator's Country Revisw and the FY 1983 CDSS. The Mission
views LRM, with its emphasis on provincial governments, as the horizontal

underpinning to the other more vertical USAID assisted programs working
through the line agencies. Section E of Part II provides further discussion

on this point.

The feasibility issues raised in the PID approval cable have all
been addressed in the course of project design and their resolution is
reflected in the PP.

J. Recommendations

USAID and the GOP have collaborated closely in the design of LRM.

This Project Paper, with its problem definition, analyses, and proposed course
~ of action, is the product of that joint design effort. USAID finds the

pruposed preject both feasible and consistent with GOP and AD priorities.
USATD recommends, therefore, that $6.0 million, including $4.5 million in loan
funds and $1.5 million in grant funds, be made available during FY 82 and FY
83 o support implementation of LRM Phase I over a seven-year reriod. The
GOP's official request for assistance is provided as Annex B.

\N



PART 1I. RACKGROUND AND DETAILED DESCRETION OF THE PROJECT

"A. Problem

This project is an outgrowth of the Mission's multi-year CDSS
process. Analyses carried out in support of the CDSS have documented the
pervasiveness and severity of poverty among nural residents of the CDSS
regions (V, VI, and VIII), particularly among landless agricultural workers,
small farmers in rainfed, especially upland areas, and traditional fisher-
nen.l/ The most critical problem: these pecvle face is their inability to
find productive, full-time employment. This, in turn, is caused by rising
population pressure on. an eroding resource base and the inabilicy of the
comntry's capital intensive and urban concentracted industry to absorb: excess
rural labor. As the FY 84 CDSS states, 'Expanding the opportunities for more

- productive ana}oyment: {s the crux of the development problem in the

Philippines.''4

The Philippine Government recognizes the importance of alleviating
poverty in rural areas and, in fact, for the past decade has been investing
ics resources in programs aimed at achieving broadly based development. Yet,
while impressive gains against aggregata economic growch targets have been
realized in several sectors, incame distributicon remains hignly skewed, and
the level of development of several regicas, including the CDSS regicns, lags
Zar benind that of Metro Manila and the surrounding area.

The case for LRM is based upon three fundamental p . The first
i that the Govermment of the Philippines has a legitimate, indeed necessary,
role to play in stimulating the creation of productive employment and improved
welfare among the rural poot. The second is that the GZP can carry out this
Ametion effectively only if local governent is given sufficienc authority
and has the capacity and ccmmitmeaC to idencify and respond to the priority
aeeds and potentials of its poor constirtuents. The third is that local
govermment, in responding to these needs end potentials, musC learn to &ct as -
a catalyst to create the kind of environment at the municipal and barangay
levels necessary to encourage the development and expansion of econcmic
activities led by the private sector, including the poor themselves.

Traditicnally, the central govermment has used a markedly top~down
approach in plamning and {mplenenting develcpment programs. Insufficieat
attention has been paid in the process elther to the wide diversity of local
conditions found in a coumery of 7,000 {slands or the need to mobilize local
private as well as public resources to sustain development.

T/ There are an estimated 630,000 households in the three regions within
these major poverty groups. Detailed information on their condition is
provided in the USAID Poverty Profiles and CDSS's for FY 82, 83, and 8.

2/ See page 13, FY 8 (DSS.
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In recent years, the GOP has became aware of the need for greater
decentralization of development activities. As a result, it has invested

substantially in building provincial government capacities and in establishing

a regional framework for guiding development. This effort began in 1966 with
an AID assisted program to develop provincial capacities to effectively plan
and implement infrastructure programs. By 1978 the Provincial Development
Assistance Program (PDAP) had succeeded in institutionalizing the role of
governor as the key executive for local development supported by a profes-
sional development staff. This was the case not oaly in PDAP provinces but
throughout the country. (See Amex C for a full discusaion of the PDAP ex-
perience and the lessons. learned.) In the mid-seventies the World Bank began
assisting the Government in developing regicnal planning frameworks and the
supporting organizational structures and capacities. As a cousequence of both
programs, considerable capacity now. exists at the regional and provincial
levels to formulate and carry out local infrastructure programs and implement:
line agency programs. (See Amnex E for an analysis of institutional capaci-
ties and plamning systems.) Furthermore, the GOP is ext:endi.n.% the reglonal
g‘]’.srming prl.'ocess to the provincial and mmicipal levels, and inking it to the
get. cycle.

Despite these positive moves toward greater decentralization, addi-
tional changes are necessary in order to most effectively address the pressing
problem of poverty at the lccal level. As the PDAP experience suggests, de=-
centralization alcae does not permit development actions which are fully res-
ponsive to local needs. And while the development of infrastructure is cer-
tainly necessary, it too is insufiiclent to stimulate procuctive employment

and sustaineble growth,

The critical missing element in the GOP's decentralization program
which project seeks to add, is the active involvement of local govern-
ment:s,l the private sector, and paverty group wembers themselves. Local
govermment must engage the creative efforts and resourcas of people and the
* market place by assuming the role of development catalyst. This in tumm will
pean avoiding the tendency to assume that presently unavailable services or
resource gaps must be met by governzent without first considering whether they
can be met by private enterprise or private voluntary effort. Such a reoriean-
tation will require that local governmeats develop a greater understanding of
existing resources and resource management capabilities within local comami-
ties and how they are used end learn to assist these cammunities in

strengthening their capacities to help themselves.

1/ As applled to IRM, and unless otherwise noted, ''local government'
refers to both provincial and mmicipal goverrments. However, it should be
understood that the principal leadership in any given province, at least
inicially, will come from the provincial rather than mmnicipal government for
reasons explained in the following section of this part of the paper.
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LRM is designed expressly to promote: such institutional development

by testing and identifying more effective approaches. to local deavelopment.
while success in this enterprise is by no means assured, the need is so great

that the attempt must be made.
C. The Provincial Focus

Project designers were ficed with the basic issue of whether LRM
should focus on working directly with mmicipal goverrments or with
governments. The choice was to wock through the provincial government, with
the expectation that cver time the role of mmicipal goverrments in ary given
province would expand. but not supplant that of the provincial government.

while mmicipal governments. would at first glance seem a more

logical focus for LRM, given their closer ties to the cammunity and project
beneficlaries, most mmicipalities at present simply do not have the minimum
staff, technical campetence, Or 4CCes3 to resources needed to successfully
carry out the responsibilicies of local goverrment as foreseen under [RM. In
contrast, provinces, after more rhan a. decade of PDAP efforts, are now in a

sition to use LEM to gail a greater measure of discretion in addressing

ocal priorities. Moveover, the province can serve as the vertical link
between the mmicipality and the regional government, especially by supporting
mmicipal level development efforts and by providing an additional channel for
articuiating mumnicipal prioricies wwward in the system. In addition, the
srevince L5 well olaced to izprove horizontal links to line agencies, which
con==nl rha huylk cf develorment rescurces, and therasy, should, ce able to
influence cthese agencies' budgetary allocarions. Lar's incarest in expandin
local govermment influence over rhe resource allocation process can best be

served at the provincisl level, where the governor and his Provincial

Jevelopment Staff (PDS) carty considersble clout. Finally, frem a project
administrative viewpoint, provinces represent a more manageable number of
units for LRM to work with and provide a amesns for reaching more municipali-

ties thar if the project attempted CO WOL'K directly with municipalities.

D. Project Descripcion

The Local Resource Management Project is Phase I of a 10~year

- multi-phased program designed to help local goverrments beccme zore responsive
o the needs of their more disadvantaged constiruents. The program entails a

long-term institucional development effort aimed at gradually reorienting
existing provineial development capacities toward supporting the self-help
efforts of specific target groups, €.g. upland and coconut farmers, fishermen,
and landless rural workers. Through the development, replication, and
{nstituticnalization of irmovative approaches to local development, the
program. will support GUP afforts to reform its policies and insticutions to
achieve more decentralized and locally responsive development action.

IRM will require provincial governments to move beyond their current
top~down, 'blueprint'’ approach to a more open, flexible, and adaptive mode of
planning and local project implementation. The program will also prowmote
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greater self-reliance among provincial governments by helping them increase
their influence over the allocation of central govermment financial resources
and improve their ability to effectively mobilize local financial and human
resources 'in support of locally identified amg. In the process,
provincial governments are expected to assume creasingly the role o
catalyst in local development, enmm%greater participation by private
business, civic, religious, and educat organizations, mmicipal govern-
ments, and beneficiaries at the mmicipal and barangay levels.

: Phase I of the program initiates the process of identifying new,
more responsive approaches that can be replicated and gustained over time and
across different localities. It will focus on helping six provinces develop
and install locally a riate roaches to . evaluation, budget
financial achniniséat?.g;?pand begg.%.c:lAty pmgclm Phagse: L ‘;ilL]tdg e
emphasize systems development and institutional learning within exdsting local
government structures. It will entail continual experimentation, incremental
adjustment, and evaluation of new approaches and processes. To support
implementation, the project will rely on local private and public resowce
institutions to provide a cogbination of services involving systems develop-
ment, technical assistance, and training while increasing their own capacities
to better serve the country’s development needs.

As local governments and other local institutions, both private and
public, develop sufficient capacities and reorient their priorities more
towards meeting beneficiary group needs, project activities in those provinces
can move more fully into the key aspect of the process. This next stage will
involve the development of full working partnerships between provincial and
amicipal government officials, the private sector, and members of targered
beneficiary groups. Through these arrangements, poor groups will be assisted
to identify their own needs, organize for self-help action, and develop basic
business skills related to negotiation, financial management, legal require-
ments, and other areas. By maintaining a sustained dialogue with them,
provincial and municipal government officials can further assist disadvantaged
'groups establish priorities acceptable to them, develop appropriate initia-
tives responsive to these priorities, and gain access fo additional resources
to help them attain their objective(s) .

: It is agsumed thac the process will result in en increased use of
locally available human, financial, and physical resources as evidence of
local commitment, to be supplemented and complemented with additional
resourres available from higher levels of government, line agencies, and other
organizations, including international donors. Clearly, this evoluticn teward
e strong working partnership will move ar different speeds in each province
and even among municipalities within provinces. Thus, some provinces and
mmicipalities may reach this stage by the end of financing of Phase I or
early in Phase II, while others will not do so until well into Phase II or

even later ia the IRM program.

Phase I will require $6.0 millioca in AID funds ($.5 million in loan
and $1.5 million in grant). Based on Phase I success, authorization will be
given by the USAID Mission Director for expansion in up to an additional nine
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provinces in Phase II (beginning in FY 85) at an indicative cost of 310
million in AID funds. Punds for Phase II (and any subsequent phase) will be
programmed for a suitable authorization period, thus in effect extending the

overall Project Assistance Completion Date.. We would propose to amend this PP
to incorporate Phase II. _

The project will be directed at Regions V (Bicol), VI (Western
Visayas) and VIII (Eastern Visayas). One province in each of these regions
will serve as a pilot province to begin developing workable systems and
approaches within the existing local goverrment structure. Selection of the
first three provinces will be based in pﬁt on their governments' proven
capacity and commitment to LRM concepts.z! The pilot approach will
facilirate the early learning essential to expansion to other less prepared
provinces. Three other provinces will be phased in as experience is accumu-
lated, methodologles are fleld tested, and capacity to provide effective
technical and training backstopping is developed. By the end of Phase II, up
to 15 provinces in all three reglons are expected to be participating fully in
LRM.

Phase I assistance resources will be used to carry out activities
under three discrete project implementation tracks: (1) provincial strategy
and local project developrent, (2) local financial administraticn, and (3)
beneficiary participation. :

1. Provincial Strategy and Local Project Development

2o sam.

a workable balance between bottom-up and top-down planning processes. It
proposes a focus on poverty groups as the basis for strategy development. (A
poverty group is defined in terms of its size relative to the totel popula-
tion, the incidence of poverty within the yroup, and its access (o land and
water resources.) The strategy will be thie vehicle for reorienting provincial
planning toward helping people help themselves. The concept of a strategy
represents an evolution over the amreat project listing approach. LRM's
{nterest in supporting the formulation of a strategy is to enable provinces to
explicitly define broad intervention areas in support of a target group as a
framework for project identification and pricrity rescurce allocation.

Thig is the central component of the project. It seeks to find

IRM will enhance the capacities of the staffs of selected provinces
to (a) define and manage a cost-effective and project-relevant research
program to mderg%a.nd the probiems and potentials of major target groups found
in the province;s/ (b) develop provincial strategles and subprojects for :
addressing the specific needs of selected target groups; and (¢) encourage

1/ The project design team has ascertained thac the goveimumnt of at

least one province in the three regions--Antique in Region VI--is already -
engaged in some of the kinds of activities that are planned under LRM.

2/ Problem identification will be carried out in collaboration with
target group representatives. : o
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- private sector involvement in building a healthy econamic environment at local
levels. IRM will be especially concerned with developing appropriate planning
approaches for translating research findings and staff analysis into sensible
provincial strategies for aasisting selected target groups, given aveilable
resources and provincial development priorities. In support of provincial
strategies, the project will encourage utilization of research institutions
and available statistical and analytical information found within the region.

The capacities of provincial staffs will be expanded to develop
feagible and innovative local subprojects on behalf of the province and
mmicipalities in support of approved strategies. These subprojects will be
approved against the criteria spelled out in Part V B. Given the present
technical capacities at the provincial level, early subprojects are likely to
involve small-scale, labor-intensive infrastructure in support of a given
target group. As experience is gained, provincial subprojects should
increasﬁgly be of an employment and income generating type. Examples of the
types of subprojects which LRM will support are: L

-  minor public works of a labor-intensive character such as wharf
rehabilitation, short feeder roads, and upland trails; f

- small-scale agro-industrial activities that have a low capital
input such as simple food processing, agricultural implement
manufacturing, building-materials manufacture, and backyard
livestock raising;

- companicy seli-help activities that require tecinicsl
assistance and seed money. '

. Provincial staffs will be particularly encouraged to develop and
test approaches which will actively involve the private sector in local
development. This will include, among other things, taking an inventory of
the capabilities and interests of loczl business concerns and service
organizations and seeking ways to maximize their participation in subproject
implementation. It is likely, for example, to be less costly and more
stimilative to the local ecoucmy to contract with local firms for road
construction and even maintenance than to have the provincial govermment carty
out these functions. As a means of attracting new private investment to the
area, it may also be appropriate to consider incentives such as tax breaks.

Subprojects during Phase I will provide the opportunity for the
provincial staffs to pilot test interventions directed at supporting the
selectcd target group. An important objective of early subprojecc implementa=~
tion will be to learn which interventions work, which do not, and th and
build this knowledge into the developwent of subsequent subproject:s._i .
Thus, an informed trial and error approach at the outset will serve as a means

1/ The project will rely heavily on monitoring and evaluation to -
provide this information. Part VI, Evaluation Plan, deals with the subject in

 detail.

20
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to identify weaknesses and build up provincial staff capacities in those areas .
through ca-the-job, taillored workshops and training sessions. The subprojects
will also serve to demonstrate whether the programming processes evolving from
LRM result in responsive development activities.

This component will also test more flexible budgeting procedures to
support local subproject implementation, in particular the allocation of
central government financial resourcaos directly to the provinces for their use
in developing incressingly more irmovative employment and income generating
subprojects. This new GOP procedure will be a majcr step in devolving real
authority to provinces for local development.

2. Local Financial Administration

This component will be concerned with developing a broad range
of skills and procedures within local goverrments which they require in order
to effectively manage financial resources. .These relate to better monitoring
of revenues and expendirtures, establishing a sound tax base, and otherwise

. paximizing revenues frum existing scurces. For example, this component will

assist provinces and mmicipalities in developing relatively simple procedures
for forecasting revenues by major source and for comparing such forecasts with
actual receiots as a basis for improving fiscal performance. It will also
explore varicus local goverrment credir financing schemes as a means Lo
~=bilize addiricnal resources for local development activities. (Local
govermments zay borrow for development needs. However, credit firencing is
raralv used, zainly because local goverrmencs lack informacion and the

==
'
amloa ]

capacicy To package .oan propesais. )

LRM will also support research on local financial policies and

| procedures. This research will build on extensive studies undertaken by

Syracuse University in collaboration wich che Philippine Instirute for

: Development Studies, the Narional Tax Research Center, and the Miniscry of

Finance.l/ As policy constraincs are idencified, they will be documented
and raised ac regional and central levels of government with a view to paliszy
and regulatory refomm.

Other aspects of this campenent include working with provincial

and aunicipal financial officers to develop approaches and relacted skills

necessary to lmprove taxpayers' knowledge of their tax related rights and
obligacions, plan and implement low-cost tax collection campaigns, and

- effectively expand throughout the province improved systems for real property

kax adminiscracion, pilot tesced under the USAID supported Real Property Tax
Administration (RPTA) Project. In addirion, the companent will deal with
broadening the revenue base by improving collection of other important taxes
such as those on business, amusement, markets, slaughrerhcuses, etc. All of
these activicies should lead to greater mobilization of local financial

. resources to support local development.

1/ See Roy Bahl et al. S che the Fiscal Performance of
Philippine Local Goverrments: ﬁysm’ % Recommendations. (vaxwell School,

Syracuse University, June l38l).
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Technical assistance and craining will be directed at imprbving
financial management procedures and practices tailored to the particular needs
of participating provinces and municipalities. These will also include
working with the Provincial Development Staff on subproject costing and other
local government activities to help bring about cost savings that can further
serve to increase local revenues. ‘

3. Beneficiary Participation

This component. will link successful private sectorl/ efforts
in organizing beneficiaries to mmicipal level development activities which
support provincial target group strategies. The main purpose of this
component: will be to test the feasibility of integrating bottom-up planning
approaches with provincial and regional planning and budgeting systems.
Successful approaches. can then be incorporated into municipal and provincial
subproject planning and implementation systems.

There are many lncal private sector organizations with
substantial experience in comumity organizing activities throughout the
Philippines. One study has identified approximately one thousand such
entities, ranging from major national organizations such as Philippine
Business for Soclal Progress (PBSP), sponsored by the country's leading
business firms, to small organizarions sponsored by local church groups that
may have a staff of only two or three volunteer workers. An example of the
latter is ANCCRES, a diocese sponsored organization which has worked with
fishermen in Anticque Province (Reglon VI) to establish credit unions.

An important constraint to the effectivenesg of these organiza-
tions is that there is no link to the govermment sector, the private agencies
preferring almost universally to work quite independently. Consequently, most
private sector efforts have had limited spread effect and only localized ’
impact. Govermment, for its part, has seldom looked to these organizations as
- an important development resource, despite its own general lack of capacity in
heneficiary organization.

LRM will provide resources to private sector organizations to
test approaches for building cost-effective, collaborative linkages for
development between local goverment and beneficiaries. The approaches should
have potential for expanded application throughout each province participating
in IRM. Building an effective public-private sector partnership in local
development action will not be easy given the mutual suspicions involved.

This effort must be considered highly experimental and requiring substantial
flexibility. It will also imvolve developing an institutional capacity in the
provinces to support extension of the approach to new commmities and to other
private agencies, and to facilitate transfer of experience and methods.

1/ Ihe component will rely principally on private voluntary organiza-
tions registered with both the GOP and USAID. However, other types of privace
sector entities such as civic and social organizations may also be involved if
project implementation experience suggests the desirability of so doing.

71
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' Greater spectfication of project outputs and the assumptions
linking outputs to achievement of the project purpose, as well as the ,
indicators which will signal achievement of the purpose, are found in Part LII
A and in the Logical Framework at Annex D. ' '

E. Relation to AID Strategy and Other Projects

The Mission's assistance strategy 1s aimed at generating more
productive rural employment in selected regions for target groups such as
upland farmers, landless agricultural workers, and artisanal fishermen.
Together, these groups represent a majority of rural Filipinos. The magni-
tude, diversity, and location-specific nature of poverty in the Philippines
suggests that local responses are needed to solve local problems.

LRM is a direct outgrowth of the Mission's strategy. It is designed
expressly to help local governments in the three core CDSS regions (v, VI, and
VIII) better understand and support the livelihood efforts of the identified
poverty groups. Lt seeks to promote greater independence of action on the
part of local governments to respond to local priorities at the same time as
they support nationally mandated programs.

LRM is integral to the Mission's strategy. It is the horizontal
underpinning to other more vertical, regionally-focussed programs that are
WO through the line agencies, l.e. the Rainfed Resources Devealopment
Program (RRD) through the Ministry of Natural Resources and Ministry of
Agriculture and the Rural Enterprise Development Project (REDP) through the
Ministry of Trade and Industry. LAM proposes to work directly with provinces
through Regional NEDA and the Regional Developmenc Councils. Line agency
activities are coordinated at provincial levels by the Provincial Development
Staff, with the assistance of the provincial MLG representative. Thus, LRM's
assistance to provinces will help ensure more responsive programs at the
provincial level. Also, as RRD, REDP, and LRM will not be relying on the same
government agencies, there is no risk of overburdening regional administrative

capacities.

The RRD, now in the PP design stage, is intended to increase
agricultural productivity in rainfed and coastal areas through improved
natural resources management and diversified technologies adapted to local
needs. The site-specific agro-forestry and farming systems activities of this
program will be located in the same regions as those where LRM operates. The
REDP, scheduled for FY 83 start-up, seeks to develop small and medium-scale,
labor-intensive private enterprises in these same regions. Both projects will
be working through line agencies, which will be coordinating their efforts
with many of the same provincial goverrments that LRM proposes to assist.
Thus, LRM can reinforce RRD and REDP through employment-generating activities
in provinces focussing on a common target group, e.g. traditional fishermen.
Moreover, provinces carry on general development activities (e.g., provincial
roads, potable water systems, minihydros) which can provide supporting
infrastructure to these programs if strategically planned to do so. Likewise,
RRD and REDP can provide important technical support to the provinces for
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small-scale activities relating to commmity mAnagement: of natural resources
or small-scale industrial development. LRM fully intends to maximize these
opportunities for mutual reinforcement. ‘

~ The Financing of Primary Health Care Project (FPHC), scheduled for
initial obligation in FY 83, and LRM have a direct relationship, although -
there is less geographic overlap. FPHC will strive for increased use of
selected primary health care services on a financially viable basis. FPHC
will be implemented selectively in CDSS Regions, including I and II as well as
V and VI, drawing and building on lessons and experience from the integrated
health-nutrition-population projects USAID is supporting in Bicol (Region V)
and Panay (Region VI). The fact: that both LRM and FPHC are concerned with
local financial mobilization suggests oppc:tunities for coordination.
Furthermore, both projects will look to the RDC to play an active role in
their implementation. Similarly, both projects will work with PW0's. Where
the projects are operating in different regions, there is no immediate concem
for overburdening administrative capacities. In Region V, with the ongoing
Bicol Integrated Health, Mutrition, Population project, there already exists a
project organizational structure that relies on the Ministry of Health rather
than the Regional NEDA Office as proposed under LRM. Oaly in Region VI will
LRM rely on the same entirty as FPHC. Even there, however, the PUSH project
has an established project organization and implementing capacity. LRM will
have its own small staff wi the NEDA Regional Office to handle LRM
implementation needs and, therefore, the NEDA Reglonal Office in Region VI
stould be able to manage both projects along with the many other donor and
national goverrment programs it already effectively administers.

USAID is currently supporting local government development through
several projects under both the DA and ESF accounts. These projects are
briefly compared in Table 1. Annex C describes the PDAP projects which are
 nearing completion in more detail. Among those, the project most closely

related to LRM is the Rural Service Center Project, which is assisting the
governments in sixteen chartered cities to become more responsive to local
needs. LRM will be drawing on relevant experiences and lessons from that.
project, especially with respect to lccal financial administracion and
community organization. A major difference between the two projects is that
RSC is confined to the chartered cities and has developed approaches tailored
to their conditions. As such, the two are complementary rather than
duplicative.

Under the ESF Municipal Development Fund (MDF), USAID is assisting
in building the capacities of mmicipal governments mainly in Region III to
develop and implement local projects; hence, opportunities for sharing -
experiences and learning from each other exist between LRM and MDF. The MDF's
geographic and mmicipal level focus virtually precludes duplicarion of effort
or problems of coordination.

The newly proposed ESF Regional Development Fund (RDF) is designed

to support regional and provincial development investment plans in Region
III. RDF, through capital assistance supplemented with small amounts of

7Y



PROJECT TITLE

-urrent

Rural Roads 1] -

Barangay Water 1

Barangay Water 11

Real Property Tax
Administration

Rural Service
Center

Municipal Develop-
ment Fund

Progoséd
Reglonal Development

Loca? Resources
Hanagement '
(Phase 1)

- LOP COST

35,117
. 6,184
20,437
8,200

1,600

~7oi000

‘!45 ooo}
B 7 000

TABLE 1

COMPARISON OF LOCAL GOVERNMENT PROJECTS

N CURRENT USATD/PHILIPPINES PORTFOLIO

ACCOUNT - DURATION
DA 1978-83
DA 1978-82
DA 1981-85
DA~ 1978-83
DA . 1978-83
;FSf}o-wk;IQBIEBB
ESF 198287

oA

“1982- 85,'“[“pr6§ince |

. FOCUS

province
province

province
province

: chartered

city

* municipality -

- province

GEOGRAPHIC
COVERAGE

_countrywide

countrywide
countrywide

countrywide

22 cities

countrywide |

“Region 111

J-Regions 'R

“vi, Vi

TYPE_OF

generating

© . SUBPROJECT . TARGETTING
roads : -none
potable water . none
potable water  none.
tax mapping none
cmall)-scale depressed 1
infrastructure  barangays;
& income . ®
generat\n . _ 5
medium-scale none
infrastructure
~medium—sca]eb;:g.none
infrastructure =
small-scale CDSS pove
infrastructure groups :
& income
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technical assistance, will enable provincial go¥ernments in the vicinity of
U.S. mllitary facilities to accelerate local develcpment based on current
planning approaches and project development capacities. RDF and LRM are quite
distinct, though both projects adopt a provincial focus. First, they will be
implemented in different reglons. Second, they have different lead agencies
(L.e., NEDA for LRM, MHS for RDF), although both will rely on the RDC. Third,
LRM is taking on the more ambitious task of institutional development needs of
the province toward more targetted projects directly in support of pecple's
self-help efforts. The two projects stand to benefit from exchange of
information and comparison of approaches, but there need be little concern for
duplication or problems of coordination.

F. Relation to Other Donor Activities

The only major donor project that relates directly to [RM is the
UNDP/IBRD Assistance in Regional Planning Project, now in Phase III. The
overall objective of the current phase is to assist the Government through the
NEDA in strengthening and institutionalizing the activities associated with
the regional plamming assistance effected in earlier phases. Phase I focussuxi
on the formulation of an interregional development framework and regional
development plans. Phase II directed efforts toward the implementation of the
regional development plans through the formulation of the regional development
investment programs (RDIP's).

Phase III is further strengthening the regional planning and
development institutions with emphasis on NEDA, particularly the regional
offices which serve as the executive arm of the Regicnal Develcpment
Councils. The planning and implementing capabilities of both the national
line agencies and local govermments in the regions are being strengthened at
the same time.

In addition to institutionalizing the RDIP and its link to the :
regional budgeting process, Phase III includes three other components that are
particularly relevant to LRM: (1) development of a regional project monitor-
ing system (RPMS); (2) establishment of an Integrated Regional Information
System (IRIS); (3) Project Development Training.

The RPMS has been pilot tested in three regions including Region VI
and is ready to be installed in the other regions. It is designed to monitor
. the implementation of regional as well as local projects contained in the

Regional Development Investment Plan and those developed under the Kilus%_ng

Kabuhayan at Kaunlaran, or National Livelihcod Movement. As such, it offers a
Teady system Lor LRM to adapt to the monitoring needs of local governments for
their subprojects.

The IRIS is being pilot tested in three regions including Region
VI. Its main purpose is to establish an integrated regional information
system throughout the country which will generate and store at the regional
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level information on conditions at the local level for purposes of planning,
monitoring development activities, and regional policy decision making.

plans to link into rhis information system as part of generating provincial
and regional data on poverty groups for provincial strategy formulation and on
local government revenues and expenditures.

The Project Development Training has been aimed at the NEDA Regional
£fice and regﬁ%I Tine agency SFALLS has prepared them in turn to

provide training in project development to local government staffs. LRM
implementation stands to benefit directly from this capacity and some of the
project development materials.

For further details on Phase III refer to Amnex G.

LRM will rely heavily on the regional machinery and capacities
developed under the UNDP/IBRD project. [RM will also directly complement the
project in two ways: First, by working with provinces in ways that can help
better link provincial plamning to the RDP/RDIP process. Second, by develop-
ing targeted planning approaches to supplement the sectoral and integrated
area framework institutionalized under che UNDP/IBRD project. Close coordina-
rion between the two projects is assured by the fact that they will be
administered by the same Project Fxecutive and Depury Executive Director
within NEDA (see Part V for LRM Organization).

PART III. INPUTS AND FINANCIAL PLAN

A. Budget Sumnary

ATD funding of $6.0 million is proposed in support of Phase 1 of che
LRM program. A loan of $4.5 million will finance tectnical assistance,
comnodicies, and payments Co the GOP for satisfactory performarce in the
testing of planning and budgetary immovations. A grant of $1.5 million will
finance technical assistance, craining, research, evaluations, and commnity -
projects. AID's share of the tocal Phase I project cost of $10.5 million is
57 percent. '

The GOP contribution of $4.5 million will finance training,
comnodities, research, provincial subprojects, and compensation of government
persomnel and other operating expenses. Included in this figure is $0.5 :
million to be provided by provincial governments.

[RM will rely on a mutually reinforcing set of inputs to deliver the
planned outputs. Figure 1 illustrates che relationships between these imputs,
grouped by functional category, and the outputs, grouped by project track.
Table 2 provides Phase I costs of the functionally grouped imputs by source of
funds. Table 3 provides the AID portion of Phase I costs by technical imput
and FX versus LC flnancing.
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FIGURE 1

~INBYTS QUTPUTS
Track One.
Provincial Strategy and Local Project
Development
1. Plamning and Information 1. Targeted strategy approaches deve~
Systems Development loped and tested.
(78%. of AID project
costs ) 2. Enchanced provincial (PDS) capaci-
ties to develop and obtain fimding
Resource Institution T.A. for subprojects in support of
Budget Specialist )t  approved strategies.
Information Management , '
Specialist :
Training 3. Approaches for encouraging private
Research Fund e sector involvement in local devel-
Performance Payments - opment developed and tested.

4. Provincial monitoring and evaluation
systems developed and in use.

5. Budget systems researched and
approaches recamended to increase
provincial discretion over budget
allocations for local development.

’ Track Two
_ Local Financial Administration
2. Local Financial Adminis-
‘trative Systems and Capa- 6. Improved provincial and municipal
city Development (12% of r-ﬂ systems, procedures and capacities
of AID project costs) in local financial administration
Resource Inscitution T.A.
Local Finance Specialist
Training
- Track Three
3. Testing of Participatory | Beneficiary Participation

Approaches (10% of AID pro~
ject costs)

Technical Assistance
Community Project Fund- -

. 7. Approaches tested for linking

private sector activities in bene-
ficiary organization to provincial

and mmicipal development activities

related to a selected target group.

7% .
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(3 Trousand)
AlD Qop
) } Central Provincial Total
Functional Category Loan Grant Total Gov't. Gov't. Total All Sources
Planning and Information 3,830 865 = 4,695 3,860 375 4,235 8,930

Systems Davelopment
1

. Technical AssIstance (1,505) (375) (1,880) - - - (1,880)
2. Training - (135) (135) (105) - (105) (240)
3. Comnodities (200) (200) (20) - (20) (220)
4. Research Fund - - (320) {320) (260) | - (260) {580)
5. Subprojects et L - (3,035) (215) (3,250)* (3,250%*
6. Performance Payments2/ (2,125) » o= (2,125;* - : - - (2,125«
7. Evaluations s @38 (@35 - - - (35)
8. QOP Salaries, Allowances, = e - (440) (160) . (600) (600)
and Operating Expenses S SR : _ o ‘
Locar Fruancial Administra- 670 - 705 - 145 95 - 240 945
tive Systems and Capaclty T e o L : '
Development e Gy : —
l. Technical Assistance (670) (670) - - 670 ~
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and Operating Expenses = - S ' (205) (205)
Testing of Participatory S - 600 65 665
IIAEBroadles L REE '
. cal Assistance = .(15(); §150)
2. Commmity Project , s (450 450)3/
fund S . o
3. QOP Salaries, Allowances, (65) - (65) .
and Operating Expenses = B , - . SRR
TOTAL 4,500 1,500 6,000 4,005 - 535 4,540% + 10,540 »
L T T e 20415 8,415)*
X of Project Cost 43 14 57 -38 . § 43 « 100
(Net 54 18 72 22 6 28) *
1/ Includes 101 contingencies and 10% coupounded annual inflation factor. ,
2/ Support for satisfactory performance by central and provincial governments in testing planning and
~  budgetary innovations is based on capitalization by the central government of provincial accounts fo
subprojects. ’
3/ At ll)e_:ast: 257 of the cost of commmity projects must be contributed from other than i. S. Govermment
—  sources. This is in addition to the amount shown here. _
4/ Made up entirely of QOP appropriated pesos.
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'l‘echnical Assi.stance 570 1,605 2,175 - 525 o 525 | 570 R Y
Comnnditi.es—l

Performance Paymenc - 2,125 "
Evaluations 5

Commnity Projects

4 130 170 40 130 170

- 208

rercenc or -
" Costs '

Total 763,79 4,500 © 50 1,450 1,500 760 5,240 76,000
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B. Allocation of Subproject Funds Among Provinces

The allocation of subproject funds among participating provinces
will be on the basis of indicative planning levels established each year by
NEDA. The provinces will develop their annual program plans against these
levels. The indicative allocations will be based on three criteria: a) need,
defined in terms of femily income, b) the amount of financial assistance being
provided through foreign donor assisted programs and c) the level of effort
made by local govermment to raise tax revenues for local development. Annex b
discusses a provinclal allocation formula which might be used to incorporate
these criteria. During the course of project implementation, other means of
building in incentives for provinces will be tested. One possibility would be
to award higher indicative planning levels to those provinces submitting
especially good poverty group strategy documents to the RDC. Quality would be
judged based wpon the criteria discussed in Part V, Section B.

The amount of subproject fimds from the central government actually
released to a given province each year will depend upon its capacity to
develop feasible, cost effective, poverty group-focused subproject proposals
whose aggregate cost approaches the previous year's NEDA approved indicative
planning level (reflected in the GOP annual appropriations act). Any part of
the annual planned funding level for which the province does not provide
acceptable subprojects will become available for reprc ;ramming into another
orovince's portfolio. The additional funding will br assigned to a different
srovince whenever: a) estimated life of project costs of all subprojects in
that province's portiolio exceed the indicative planning Ievel; and D)
financial and program related evaluations indicate ghat subproject
implementation in that province is proceeding satisfactorily. The RDC will
have the authority to reprogram funds in this manner whenever the "donor'' and
"recipient'' provinces are located in the same region; NEDA cencral’ when '
reprogramni~g is possible only between provinces in different reglons.

Finally, the RDC will review progress in implementation of each
ongoing LRM subproject, especially those spanning more thar one year. Where
implementation is lagging, anmual fimds release requests may be reduced from
planned levels; where it is exceeding planned rates, such requests may be
increased.

C. GOP Funds Release Mechanism and Accountability Requirements for

Subprojects
GOP funds for subprojects will be released once a year. Each

" qualifying province will receive an allotment equal to the estimated combinea
costs of all approved subprojects over the next twelve months.

The trigger mechanism for release of these fimds will be a request
made by the RDC tc the Office of Budget and Management (OBM) which includes a
certification that the new subprojects for which funding is requested meet
established criteria (discussed in Part V, Section B). The OBY will release
pesos through the Bureau of Treasury directly to the province for deposit into
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special subproject accounts administered by the provincial treasurer. Through
this procedure, which is similar to that used in releasing internal revenue
allotments to local government units, the OBM will transfer all control over
and responsibility for these funds to the province and will require no further
documentation concerning their use. The provincial treasurer, provincial
auditor (who is the representative of the GOP's Commission on Audit) and
ultimately the governor will be responsible for ensuring that subproject
funds, including the province's own contributions, are used efficiently and
for the proper purposes. A regular reporting system will keep Regional NEDA
informed as to the utilization of subproject funds as a further check on
accountability. This will include ensuring that the province meets its own
obligations for subproject funding contributions. As lead agency, NEDA will
be able to take corrective action through the RDC, its own persuasive powers,
and ultimately through control over next year's subproject funding approval
process.

D. AID Disbursement Procedure and Accountability Requirements for
Testing of Planning: and Budgetary lnnovations (Performance Payments)
Disbursements of dollars from the 'performance payment'' budget line

item under Planning end Information Systems Development (Table 1) will be
keyed to satisfactory performance by the GOP. One element of performance will
be the capitalization of a subproject account in the national budget, and
dollar disbursements will be based on disbursements of GOP appropriated pesos
from this account. During the first year of subproject implementation, what
AID "purchases' in effect will be provincial poverty growp sctracegies, annual
program plans, and subproject preposa.s--all consiscenc with the criteria
discussed in Part V, Section B--and the actual release of central government
revenues to the provinces for their use in implemencing subprojects approved
mder the new trial system. In addition, AID obtains initial evaluations of
che effectiveness of these activities in benefiting targeted poverty groups.

_Thus, each AID disbursement for this elcwent of che project will be an

expenditure and not an advance. After the first year, AID will also disburse
against these performance outpucs or actions relating to provinces being newly
inducted into the project, but will make further disbursements relating to
srovinces already participating in the project only if the evidence indicates
that they are effectively implementing subprojects initiated the previous
year. Thus, AID will reserve the right to reduce or stop new disbursements
relative to performance of a particular province if it is doing a poor job of
managing its ongoing LRM subprojects. On the other hand, AID will not require
a financial accounting of subproject costs already incurred since the GOP, not
AID, is paying for subprojects.

The type of performance to which AID will tie its disbursements for
testing of planning and budgetary innovations does not lend itself to the
Fixed Amount Reimbursement (FAR) procedure. While the FAR approach is
appropriate for projects through which AID finances ''blueprint outputs such
as buildings and roads and where local resources are available for full front
end financing, it is not suitable for such projects as LRM where the outputs
are less tangible and not definable in advance, where local resources are not
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available for full front end financing and, most importantly, where the
emphasis 18 on experimentation, institutional development, and policy change.

As. for the actual mechanics of dollar disbursements, USAID will
disburse annually and on the basis of national/provincial performance relative
to each province participating in the project. Prior to the first year's
disbursements for performance payments related to a given province (subproject
implementation will begin in 1984), AID will require evidence that the GOP's
(RM review and approval procesa for the provincial strategy, annual program
plan, and first round of subproject proposals has been completed and that
appropriated pesos for approved subprojects have been released by the OBM and
duly deposited in the province's special accounts for LRM subprojects. In
addition, USAID will review the province's initial strategy to ensure that it
is consistent with the approval criteria discussed in Part V, Section B.2.

The same general procedure will be followed in the province's second year of
subproject implementation with the exception that no further AID review of the
strategy will be required. USAID will rely on the project's monitoring and
evaluation system and the RIC's review of subproject implementation progress
during the past year to determine the level of dollar disbursements for the

caning year.

: It iz estimated that during Phase I, AID will disburse in dollars
for performance payment the equivalent of about 70% of the total peso releases
by the central government for subprojects. This, in effect, will be the sum
of the amount of dollars in all of the anmual, province-specific AID perform-
ance paymeat disbursements, since each will equal the equivalent of 70% of the
annual peso releases by the OBM to the yrovince. For example, if the OBM
releases the peso equivalent of $250 thousarnd in 1984 to Antique province for
subproject implementation, AID will then disburse about $175 thousand to the
Bureau of the Treasury, assuming that all perfcrmance requirements have been
met up tc that point.

E. Sustainability of Recurrent Costs and Post LRM Funding

As LRM activities expand over time, additional financial resources
will be required to administer the program and to finance the costs of
 subprojects. Possible sources of these funds include a) AID or other domors;

b) the national GOP (through allocation of additional budgetary resources or
reallocations from other local development activities); c) local governments
(through increased tax and other lucal revenues); and d) beneficilary groups
+ (through income generated from subprojects). Additional resources from the
latter two sources should, in fact, be a direct outgrowth of the program.

The replicab’lity and sustainability of LRM will depend ultimately
upon demonstraring to funding sources, i.e. the GOP and foreign donors, that
the targeted, participatory approaches to plaming and investment at the local
level are less costly and more effective in achieving development objectives.
than the current non-targeted, largely non-participatory approaches. It is.
reascnable to expect this to be the case, given the probabllities that
a) relatively low cost subprojects will be the general pattern under LRM,

F2y.
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b) low costs. per beneficiary will be achieved, c) subprojects will be better
designed to take into account local conditions, and d) subprojects will
generally involve more beneficiary group participation. It is nonethelesus
true that the LRM approaches are immovative, untried, and therefore are
riskier than ccaventional approaches. For this reason both AID and the CQP
are limiting their firm commitments in terms of resources, geographic
coverage, and time until evaluations indicate that thte new approaches are
better than the old in reaching the most difficult groups to serve through
development programs..

PART IV. SUMMARY OF FEASIBILITY ANALYSESL/

A. Technical Consideratons

LRM institutional development efforts build upon prior GOP invest-
ments and experience in strengthening provincial and regional capacities for
undertaking expanded, targeted dsvelopment programs. LRM plans to use these
capacities and to rely primarily on existing organizations and staff for its
implementation. The project does not intend to introduce structural changes
or develop new production-oriented technology, but will introduce tested
technologies as appropriate. The project proposes to develop and test more
responsive approaches to local development requiring a reorientation of
current local government planning, new skills in poverty analysis, and new
management techniques.

1. Assessment/Description of Regional and Provincial Planning
Mechanlsm .

The current regional and provincial planning mechanism dates
back to the 1972 Integrated Reorganization Plan (IRP), which provided for
(1) establishment of regional field organizations of ministries providing
field services, and (2) establishment of Regilonal Development Councils (RDC's)
in each region with responsibility for coordinating reglonal and local
government activities and preparation of annual and long-term plans.

In 1974~75, the NEDA Regional Offices (NRO's) were established
as the full-time technical staff of the RDC's. In 1976, the NRO's began to
develop the first five-year Regional Development Plans (RDP's). The RDP's are
designed to analyze the development problems and potentials of the various
regions and provide profiles of resources, economic development, and social
conditions. The’Regional Development Investment Plans (RDIP‘s) contain a
listing of priority programs and projects to be undertaken to implement the
RDP's. To date, the focus of the five-year plans has been on planning of
public investments which are primarily of an infrastructure nature and under
the direct control of the government ministries.

I/ See Annex E for a more detailed discussion.
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, The Municipal Local Development (Town) Plan is the basic
docunent from which provincial dewelopment program plans should be derived.
In practice, however, the muicipal level plans are generally poorly done for
lack of planning stzff in the mmnicipalities. In the absence of adequate
plans, the Provincial Development Staff (PDS) meets regularly with municipal
officials to reach a consensus as to what 3n and cannot be done with
available financial and staff resources. ‘inese mostly informal consultations
are the basis for the preparation of the Provincial Development Lnvestment
Plan (PDIP), which sets forth the long-term planning framework for the
province. The FDIP follows the RDIP in structure, analyzing development
probleds and potentials and proposing projects for funding. The PDIP-is
submitted to the RDC and forms the basis for the: RDIP.

The quality of the regional and provincial plans is a function
of the experience and training of the staffs of the Regional NEDA and the
PDS's and their success in coordinating or drawi.ng in the assistance and
resources of the line a$em:ies. In general, RDIP's and the PDIP's have
reflected line agencies' priorities, which may or may not correspond to
priorities of the intended beneficiary groups.

Inclusion of LRM strategies, programs, and targeted subprojects
in RDIP's and PDIP's will require a planning reorientation, training, and
other technical assistance. The LRM project will provide these imputs and
will also finance management and planning services through the resource
institutions for strengthaning provincial planning and its link to the
regional planning exercise.

There is abundant evidence from the PDAP and Special Projects

(especially RSC) experience to show that local goverrments, given the proper
training, guidance, and financial support, can successfully undertake LRM

strategizing, program planning, and subproject development.
2. Assessment of Financial Administration and Budgetary Procedures

Many fiscal reforms have been enacted to guarantee and promote
autonomy of local governments by giving them the power to create their own
sources of revenue and to levy taxes. However, improvements in local
goverrments' financial administration and devolution of budgetary authority
have been disappointing. Since the majority of local government expenditures
are mandated, there id little incentive for local govermments to increase
" their own taxing efforts. Revenue sources of provinces and mmnicipalities are
not being fully tapped and local government officials are not fully aware of
the authorities grented to them under the law. Much of the problem stems from
the lack of technical know-how, insufficient tax information or, in general,
weak financial administration.

Syracuse University studies on Philippine local government finance
concluded that three kinds of changes are necessary: The most important is to
{ncrease the incentives for local governments to mobilize more resources. A
second is to give local governments some addicional latitude in their fiscal
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decisions, thereby increasing their accountability as well as their autonomy.

" The third is to increase the flow. of resources and technical assistance to the

local level. The Syracuse study also recammended reforms in three important
areas: S _

-  improvements and changes in the allotment system;

- institution of a credit financing 'scif:éné&l./; and

- legs mandating of local government expenditures.
s M ' Xk

With MOB assistance, LRM plans to work through the existing regional
budgetary system. It will explore various alternative procedures such as an
annual budget release direct to the province. MOB and MOF agree that this
procedure should be tested as an alternative to the current restrictive
quarterly release mechanism, which does not allow provinces to work at their

own pace.

IRM also plans to address the problems identified above through

 improvements in local financial administration (capacities and procedures) and

by sponsoring analysis of policy issues that constrain local governments'
capacity or create disincentives to mobilization of local financial resources.
Ir should be noted that the RSC project has been able to work successfully
with eity govermments in developing becter financial procedures for adminis-
tration. These procedures should also generally apply to provinces and
aunicipalities, and such tecinical assistance at the local and central levels
needs to be contimued.

B. Institutional Considerations

Traditionally, power and autiwority have been concentrated in the
central government. However, GOP pollicy and plans give evidence of a genuine
attempt to devolve authority and control vo the subnational level. Already,
regionalization efforts include {nstiturionalizing the Regional Development
Councils (RDC's) and imvolving provinces in the identification of development
priorities under the regiocnal development planning process.

Actual devolution of authority has been slow, however, as there are
still strong pressures to retain centralized authority over the planning
process and use of budgetary resources. Achieving acceptancs of such notions
as poverty group inmvolvement in development planning will require time and
commitment at all levels of goverrment. Moreover, initiators of bottom-up
decision-making epproaches through LRM or similar programs must guard against
instituting systems and processes that can become subject to central control
by the implementing agency in Manila or even by the RDC.

— 1] Oystems and processes for local govermments to borrow for financing -
local development activities. L '
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1. WEDA as the Lead Agency for LRM

" NEDA is the central agency for national development planning
and is responsible for coordination of LRM program implementation. NEDA has
gained considerable experience and capacity in planning and in the coordina-
tion of local government activities through its regional offices. NEDA's

ieadership position as the central planning body of the government and, at the

" regional level, as the executive arm of the RDC makes it a natural lead agency
for the implementation, maintenance, and promotion of LRM. NEDA is also in a
key position to facilitate and mobilize support and resocurces from national

line agencies.

LRM administration and implementation, including subnational
planning, will be carried out through several existing NEDA structures . The
proposed LRM organization will not require a major reorganizaticn or much new

staffing. It will be necessary to add planning specilalists with analytic
skills and graduate training in the social sciences at both the rational and
regional levels, but all other planning areas are now within NEDA's scope and
staffing. The NEDA units will be supported by resource institutions which
will assist in such areas as poverty group planning and process documenta-
tion. An important management tool will be LRM's continuous evaluation (i.e.,

the monitoring, evaluation, process documentation feedback system) which will

keep the pulse of field operations and signal problems that need corrective
action. This evaluation and monitoring system will strengthen NEDA's capacity
to plan and replicate LRM approaches over the long term.

2. Regional Development Council

Regional Development Councils (RDC's) have been established to

coordinate the implementation of policies, programs, and projects in the

regions. The RDC structure provides an jideal decentralized mechanism for

linking national line agencies, councils, boards, and authorities working at

 the subnational level with local governmencs and the beneficiaries at the '
municipal and barangay levels.

The RDC organizations vary in strength and colesiveness, owing
to (a) the uneven development within the regions, whereby one or two provinces
may dominate the regional economy, and (b) personal influence of local
officials at national ministerial levels or with the Office of the President,
which tends to subvert the process of working through the regional structure.
Consequently, LRM will need to deal with each RDC on a case-by-case basis,
providing more attention to those with less capacity. Procedures and
responsibilities of the RDC under LRM have been carefully spelled out in the
implementation plan (Part V), which includes specific criceria for approval of
strategies, plans, and subprojects. The discipline, technical assistance, and
added authorities provided through LRM (e.g. control of LRM subprojects)
should strengthen the RDC's over the long term.

Concern has been expressed by the project designers with
respect to the RDC's ability to secure cooperation and coordinate national
line agencies which operate with a separate budget not under RDC control.

29
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However, the Ministry of Budget's decision to have line agency budgets
reviewed by the RDC at the regicnal level promises to give the RDC an
opportunity to increase its stature and influence. The presence of the office
of the NEDA Regional Director as the principal executive arm of the RDC with
direct linkage to the influential National NEDA should also gerve to secure
cooperation by line agencies. Therr will be need for national and regional
IRM management and technical staff to carefully orient and continually consult
with line agencies on IRM concepts and proposals so as to insure understanding
and to avoid conflicts, but mogt importantly, to secure the line agencies'
technical and financial support for provincial strategy implementation.

3. The Provincial Govermment

The role of the provincial government in LRM will be crucial
since the province will have primary responsibility for planning, implement-
ing, monitoring, and evaluating all local activities under the project.
Morecver, the province will act as the prin¢ipal ccommications link between
the ROC and the mmicipalities.

Two factors are key to a province's success in carrying out its
regponsibilities under the project. The first is the commitment of the
provincial governor to the underlying LRM philosophy. The second factor is
the quality, camitment, and experlence of the Provincial Development Staff
(PDS) responsible for most subproject implementation. The governors and their
staffs interviewed during the.design of LRM were very receptive and enthusias-
tic about the project, since their provinces stand to benefit in terms of
‘ more tinancial rescurces available to support locally identified
development activities. LRif also gives governors the opportumity to
strengthen their political base and staff capacities.

There is ample evidence that many but not all provinces have
the basic competence to participate successfully in LRM. PDAP provinces, for
example, appear generally to have the requisite capacity. Provinces such as
these, with strong PDS's, should have little difficulty in expanding their
coverage to LRM activities. Other provinces, whose capacities range from good
to poor, will require strengthening through IRM technical sssistance and
training before they will be ready to undertake the kinds of activities
plarmed under LRM.

4. The Municipality

Joder Part II B, Ratiomale, it was noted that most mumicipali-
ties presently do not have the capacity to carry out major planning and
implementation responsibilities under LRM. Therefore, LRM will not work
directly with the mmicipalities; rather, LRM will work with mmicipalities
through the province. The project designers recognize, however, that
mmicipal (rather than provincial) officials must be primarily responsible for
establishing an enviromment conducive to local development, given that all
development activities take place at the mmicipal level and that the linkage
to the beneficiaries of government programs is through the municipality.
Accordingly, the mayor, mmicipal development counil, mmicipal development
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staff, and barangay officials of selected IRM :mmicipal:l.ci.es (having large
concentracions of the target group) , working with the PDS and local private
sector organizations such as PVO's, will be encouraged and trained to act as
facilitators and cmbudsmen for their poverty groups. During the project
course, the project will seek to strengthen the municipalit to take on a
more direct role in managing their own development. :

C. Economic Analysis

The TLO study in 19741/ laid the analytical basis for subsequent
development planning in this country and emphasized the overriding importance
of rural mobilization and aﬁloyment generation. The first World Bank ''Basic
Report’’ on the Philip noted, in turn, that 'the shortage of trained
persomnel in local and m.xn:l.cipal govermments, their lack of financial
resources, and their limit:ed expenditure powers have been important
constraints to development''.

The FY 82, 83 and 84 CDSS's describe an assistance strategy that
will support: the generation of more productive employment for poor groups in
rural areas as the key to poverty alleviation. This requires the creation of
‘more jobs, the pramotion of higher productivity in existing jobs, and the
long-run reduction in the rate of growth of the labor force to reduce the
competition for jobs. USAID is currently working actively with the GOP to
design projects against this poverty strategy.

A considerable amount of public and pnvat:e investment and improve-
ment of public services in rural areas will De required before tnese poverty
oriented activities can successfully attain their goals. Without initial
public investments and improvements in local goverrment capacity to plan and
manage basic infrastructure and public service facilities, the efficiency of
all other econocmic activities will remain low and private sector investors
will go elsewhere (or stay in Manila). Such locally specified infrastructure
and service delivery capacity needs to be further developed through LRM and
other development programs.

IRM's development of better local govermment planning, administra-
tion, and financial management should have a significanc impact on all other
public and private sector activities. For example, LRM's capacity building
approach will include provision for training and technical assistance in the
analysis and consideration of econamic and financial as well as social and

1/ International Labor Office (IL0), Sharing in Developmenc, A
Programme of Employment, Equity and Growth for the Philippines 1LO and NEDA
Geneva and Manila, 19/4.

2/ World Bank, The Philippines, Priorities and Prospects for
Development, Washington, D.C., 1976.

vO
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environmental and other feasibility issues. In addition, its institution

building thrust and improved planning and analysis activities represent a
cost-effective approach to support and encourage more efficient investments
also stimulating more productive employment for specific poverty groups. This
improved efficiency will also impact on other USAID related investments, e.g.
Rural Private Enterprise Development and Rainfed Resources Development, which
also offer potential for enhanced income and employment .

Each LRM subproject will have to be justified on either econcmic
cost-benefit or cost effectiveness grounds, and this justification will be
carefully reviewed prior to subproject approval by the RDC. Such economic
feasibility anaiysis will also be used to screen alternative subproject

proposals. for priority funding selection.

The USAID-funded Economic and Social Impact Analysis/Women in
Development (ESIA/WID) Project has provided experience and laid the groundwork
for better analysis. The ESIA/WID project has worked in Region VI, developing
suitable methodologies for impact assessment and testing the administrative
feasibility of using them at the regional and local levels. This experience
will be utilized and expanded to other regions. i

D. Social Socundness Analysis
1. Beneficiaries

, Potentiel direct bereficlaries of this program are the more
than 630,000 poor families living in Regions V (Bicol), VI (Western Visayas)

‘and VIII (Eastern Visayas). In Phase I beneficiaries will be residents of six

provinces, representing an estimated 90,000 families (more or less depending
on the provinces and target groups selected). Direct beneficiaries can be
divided into four major poverty groups: landless laborers, upland farmers,
subsistence fishermen, and cocomut farmers. _

LRM aims to improve the living conditions of chese direct
beneficiaries by (1) improving their access to and effective utilization of
their respective resource bases; (2) expanding their employment opportunities,
both primary and supplemental; and (3) increasing their access to certain
basic social services (e.g., water, sanitation, education).

In addition, the project has several hundred indirect benefi-
ciaries. These are primarily the numerous provincial and municipal officials
who will receive training under the project to (1) undertake poverty-group
focused socio-economic research; (2) identify and understand existing

constraints to increasing income, employment, and well-being; and (33 plan,

design, and implement local development projects which benefit the target
gm@l

- : In terms of addressing rural poverty in the Philippines, a
project like IRM is long overdue. Evidence from several sources shows clearly

‘that disparities in rural income distribution are increasing despite fairly



28 -

' -Vint‘ens-i\ie:"effdrt's in the countryside. LRM is expected to have significant -
‘impact on the development policy and performance of local government and over
time should improve the conditions of the rural poor.

2. Socio-Cultural Feasibility

' All IRM subprujects will be subjected to the usual social
soundness analysis during subproject development to ensure their feasibility
within the local socio-cultural context. For subprojects developed at the
commmity level using a participatory development approach, tests for social

- soundness. will be minimal because the beneficlaries themselves, with the
assistance of PV0's and other change agents, will have identified and planned
the projects that will benefit them. Experience from the USAID-assisted Rural
Service Center (RSC) project shows that when target beneficlaries are involved
in the development process, projects are generally sociologically sound.

Social soundness criteria for projects identified and designed
by provinclal officials will, by necessity, be more stringent. These
subprojects will have to be in accordance with the province's poverty growp

- strategy, insure that beneflts reach appropriate paverty groups, and be
compatible with the local social and cultural system. ’ |

Although provinces have not had much exposure to social
feasibility studies, experience with the RSC project leads us to expect that
with training, guidance, and experience, the PCS will be able to undertake
necessary social feasibilicy studies. NEDA management and technical scaffs,
as well a5 =he wvaricus cescurce instirutions, will be available to assist the

PDS in these social soundness analyses.

Participation--especially in the design and planning stage of
" the project--will foster a sense of ownership, vested interest, and responsi-
bility in the beneficiaries. People will cend to view a particular project as
their own and will feel they have a personal stake in its success or failure.
This attitude should ultimately result in successful and sustainable develop=-

ment projects.

ded 2] o cn o b e e ™ b e do

IRM's focus for subproject activities is the householdl-/ Thus,
although women will not be singled out for special attention, they will
participate as members of the household. Their role in LRM subprojects should
be significant since Philippine culture allows for and to some extent requires
their active involvement in economic life. For example, when men are in the
field, women are often sent as the household's representatives to willage
assemblies. In addition, women contribute their labor in income generating
activities and often manage the household's finances. As such, womea can also
be expected to carry out such important functions in LRM subprojects.

There should be a spread effect from one locality to another.

As rural people view the successes of the participatory development process in
 neighboring villages, they, too, will want to join in che program. Also, as
provincial and municipal development staff personnel leamn from training and

1/ Household focus includes consideration of intrahousehold relationships and of the
ro&es of women and men within the household and the extended family. :

2
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experience, thereby gaining greater confidence in their skills and abilities,
it is expected that their be attitudes will change toward bottom-up, partici-
patory development. This should elso become manifest in other, non-LRM types
of development activities. ,

LRM should generally have a positive impact on low household
income, unemployment and under-employment, and disparities in income distribu-
tion since LRM demands an explicit identification of the largest or most
important groups of poor, plus a thorough understanding of the problems facing
these groups, and forces provincial governments to direct a share of their
development efforts and resources toward assisting the zural poor in their
area.

There is sufficient evidence both worldwide and in the
Philippinesl/ to show that a bottom-up, targeted approach to local :
development is not only feasible but is generally more successful in terms of
appropriateness and sustainability. Analyses of the reasons for project
success reveal that commmity participation in the form of implementation
decision making and comnitment of labor and cash to the project is a critical

factor.2/ Evidence concerning the success of the bottom-up, targeted
approach in the Philippines is provided in Annex C.

E. Envir-.mental Analysis and Review Procedures

1. Envirommental Impact of the Project
| In general, the project and its subproject activities are

unlikely to have significant direct envirommental impacts. Subproject

activities will be modest in size, usually well under $100,000.

. The project, however, does have poctential for significant but
indirect positive envirormental effects. The project will te able to tap the
resources of national line agencies and companion AID projects, such as the
Rainfed Resaurces Development Prmject (RRD). Under RRD, environmental
mariagement expertise will be av: lable to the regions. IRM also will make
available resources for special. zed technical assistance and can provide local

level training in environmental management.

T/ See Gelia T. Castillo, Beyond Manila, Philippine Rural Problems in
Perspective, International Development Research Center, Ottawa, 19/9.

2/ Elliot Morss et al., Strategies for Small Farmer Development: An
EmpirTcal Study of Rurai Development Prolects, prepared for U.S. Agency for
International Development (Washington, D.C.: 12975); Norman T. Uphoff and

Milton J. Esman, Local Organization for Rural Development: Analysis of Asian
Experience (Ithaca, N.Y.: Cornell Unlversity Press, E%;Zii.
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2. FEovirommental Analysis Procedure

Environmental soundness will be a part of subproject feasibi-
lity assessment, monitoring, and evaluation. The proposed procedure is
simple, since elaborate environmental analysis and review procedures would be
inappropriate to the suall subproject: and few, if any, of the small subproject
activities are likely to merit extensive review. Nevertheless, a check system

for envirommental safeguarding should be maintained.

Each subproject proposal will thus be subject co the following.
procedure:

a. The RDC, in consultation with NEDA technical staff, will
determine whether or not the proposed subproject would have a potentially ,
significant adverse environmental impact.

b. If a significant potential envirommental impact is :
determined, USAID will be notified, along with the appropriate GOP agencies.

c. The MEDA technical staff, in consultation with the USAID -
Envirommental Officer, will decide what, if any, additional environmental
evaluation efforts are necessary, such as the preparation of a full Envirca-
mental Assessment. The Project Officer then would notify the Regional
Environmental Officer of this decision.

Use of these last cwo steps Ls noc anticipated under tha NI
Project. However, the pre-establishment of the procedure, and ics inclusion
in the project agreement, should preclude any problems later on. ' '

3. Mmitoring and Evaluation

Envirommental impact will also be included as one of the
criteria in all official reviews of the project. In addition, the Project
Officer will invite the Regional Envirommental Officer to examine the project
within approrimately one year of its initiation to review progress and
possible revision of procedures.

PART V - SUMMARY OF IMPLEMENTATION P 1/

A. Institutional Arrvangements for Implementation

LRM implementation procedures emphasize:

1. Working through exlsting organizational structures for planning
and implementatiom. S e

2. Working in congonance with GOP regionalizatioa policy.

3. Reliance on existing provincial capacities.

I/ See Annex F for a more detailed discussion.

YY.
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4, Local mobilization of private and public sector resources.
5. Continuous self-evaluation based on intensive monitoring.

Assessments indicate that there 1s considerable capacity at the
regional and provincial level to implement and manage LRM activities.
However, working with targetzd approaches differs fundamentally from employing
the traditional non-targeted approaches, and mnst provinces will be called
upon to perform distinctive and often unfamili:r roles in planning and
implementation e.forts. The new skills and orientation required to put the
new approaches into effect will be products of formal training, the experience
gained from project implementation, and technical assistance.

Pre-implementation activities will be scheduled for each province
selected for participation. These will include orientation of local officials
to their roles, tasks and responsibilities, preparation of work plans,
mobilization of staff, etc. .

The following summarizes the functional responsibilities of key
implementing and support entitiesl/ and technical assistance requirements.

1. The Lead Agency (NEDA Central and Region)

The Director for the Project will be assisted by LRM project
staff drawn mostly from existing MEDA offices who will serve as the central
management and technical staff unit for [RM administration and cocrdinacion of
all activities across the three participating regions. NEDA regional staffs
will function in much the same mamner as the central management unit but will
operate across provinces. NEDA will coordinate field activities, including
those related to technical assistance, research, training, monitoring and
evaluation, and replication of test.d approaches. (See Figure 2 for the LR{"
Organizational Diagram.)

A key function of NelA as it works with the RIC's will be co
assist provinces to coordinate actions of national agencies and local
government institutions which cut horizontally and vertically. Another will
be to establish institutional arrangements, systems, and processes for
encouraging private sector involvement in development activities.

2. USAID

The LRM project officer will be assisted in the administracion
of the project by one U.S. direct hire and two experienced Filipino program
specialists.

1/ Ine order of discussion is not incended to indicate a top-down
approach. Under LRM, the province is the beginning point for most planning
and implementation activities. Over time, the focal point should shift to the

municipality.
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3. ‘National Line Agencies

Some 23 national line agencies are represented in the Regional
Development Council. Many of these agencles also have representatives at. the
provincial levels. Line agency technical committees will provide the province
and RDC advice on strategy formulatiom, annual program planning, and on the
feasibility, -design and implementation of subprojects.

_ The Offica of Budget and Management (OBM) in Manila and in the
region will be the backstop agency for subproject funding and budgetary
procedures. The Ministry of Finance (MOF) and its local treasurers will
administer funds release, accounting, and reporting of use of GOP funds.
Directives will be issued by OBM and MOF spelling out procedures, which will
be outlined in the Loan/Grant Agreement.

The regional and provincial offices of the Ministry of Local
Covernment (MLG) will be intimately irmvolved in LRM activities since the MLG
retains significant supervisory control over local government actions. The
regional, provincial, and mmicipel MLG representatives will participate in
subproject planning, review, and approval, and in monitoring and evaluation.
The local MLG representatives will assist in coordinating line agency support
and will also provide support for improvements in financial administration and

reporting.
4. Subnational Government (Regional, Provincial, Municipal)

Functions, responsibilities, and authorizles of subnational
government units are outlined under the Local Government Code. The main role
of the Regional Development Council (RDC) is to coordinate local government
activities. Under LRM, the key role of local governments (provinces and .
nn.micipalities.l. ) will be that of resource manager--linking local needs to :
local and external public and private resources. LRM will develop or
strengthen local government for identifying priority target groups,
{ntroducing mechanisms by which target group members can contribute to the
process of identifying their own needs and opportunities, and facilitating the
acquisition of local and external technical and financial resources. SR

a. The Regional Development Council (RDC)

- The RIC is the designated supervising and coordinating
agency of subnational governmment activities. Under LRM, the RDC will select
provinces to participate in LRM, review and approve provincial strategies,
annual program plans and subprojects, and coordinate regional line agency .
activities in support of LRM field operations.

Y/ Chartered cities are autonomous but will be treated as
mmicipalities of a province for both planning and adminiscrative purposes.
Provincial-City memos of agreement will set forth terms and conditions. for tne

cities participating in the LRM provincial program. Lo
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o "A key role of the RDC will be in the LRM funding process:
It will app:ove annual budget levels based on approved strategiles, request
release of funds by the OBM based on favorable review of provincial subproject
proposals, and insure accountability, i.e. proper and effective use of funds
based on monitoring and evaluation. reporting.

b. The Province

The province is the focal point for most LRM planning,
implementation, monitoring and evaluation activities. The Provineial
Development Staff (PDS), working with municipal officials, will undertake
poverty studies and analyses leading to provincial st:racegy and annual rogran
formulacion. The PDS will be assisted by (EDA management and cechnical
staffs, resource institution personnel, and line agency representatives
assigned to the province.

c. The Municipallty

Although most implementation actions will take place at
the municipal lavel, the provincial government will initially assume most
implemencation and managemenc responsibility at this level, given the general
lack of capacity and staff in the municipaliries.

The contributions of the selected municipalicies will Se
zay t:o the success of [2M since che pr:::.a“/ govermment linkage to the
Senaficiaries is througn che zunicizalicy. ...scaol..sn:.r.z and zaintainirg chis

link will require recriencing and craining of municipai officials co accively
work with the intended beneficiaries to help chem identify their needs,

. avaluate alternatives for meeting cthose needs, and decide upon a course of

action. To the extent that mmicipal ievelcpmen: stcaff are available and
capable, the mmicipalicy will be direccly invoived in subproject design and
imp lementation.

Under Track 3, (Beneficiary Participation), selected

-*nunicxpal:.t::.es will work with provinczal ly based privace sector organizations
(e.g. PVWQ's) in developing beneficiary organizacion models and integrating

lessons derived from testing these models inco future provincial planning.
[’M=-financed resource institucions will also collaborace with municipal
officials to assist the beneficiary groups in design and implementacion of the
separately funded subprojects. The municipality is responsible for the
approval of the design of these beneficiary group subprojects, and their
continual monitoring and evaluation.

B. Project Lmplemencation

1. Scope of Phase 1

‘Over the Phase I period, six provinces in the chrue regions
will participace Three provinces will be inducted into the prosgram beginninyg
‘in lace CY 82, followed by an additional chree in aid-CY 1983. B
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o . Basic requirements for provincial participation include }
commitment to LRM concepts, a fully staffed PDS, ‘and executed agreemeats with
the RDC which commit provincial administrative machinery to LRM implementation
and procedures. , .

2. Implementation Tracks

The three implementation tracks are mutually supportive and
interrelated, but each can be implemented at its own pace. Over time, the
three components will converge. The pace of convergence will vary according
to local capacities. .

a. Strategy and Local Project Development (Track One)

The provincial planning process is phased and iterative.
It begins with formulation of a multi-year strategy. This is followed by
' preparation of an annual program plan in support of the strategy. The process
is completed with the presentation of a set of fully packaged local develop-
ment project proposals based upon the annual plan which meet LRM criteria.
The RDC will review and approve each of these documeats to ensure their
consistency with LRM guidelines. Satisfactory completion of requirements will
trigger release of central government funds for subprojects directly to the

province.

Each subsequent round of planning and new province
{nduction will take advantage of past experience and new information flows
from research, monitoring and evaluation, and process documentation systems.

The following provides additional discussion of the major
activities listed above.

(1) Provincial Strategy Formulation

The strategy is formulated by the PDS in collabora-
tion with mmicipal officials and wich the assistance of NEDA, line agencies,
and resource institutions such as AIM. Criteria for RDC approval include,
among others: adequacy of the poverty group analysis; extent to which the
focus is on improving the livelihood of target group members; evidence of
consultation with municipalities, barangays, and beneficlaries; extent to
which the strategy prorides for private sector initiatives in its implementa-
tion; and extent of local mobilization of finaneclal and nonfinancial resources.

(2) The Provincisl Annual Program Plan

Annual program planning is an established government
practice which LRM will also chserve. The program plan, developed by the PDS,
is tied to the regional budge: cycle and provides a general description and

estimated cost of local subsrojests proposed for funding. The Provincial
Development Council approves the plan and budget estimates for submission to
rhe RDC. Once approved by the ROC, the plan is incorporated in the Regional

Y94
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Development Investiment Plan, which is reviewed by OBM. The approved RDIP
serves as the basis for establishing a budget figure and an appropriation
level in the national budget. . : o

(3) Subproject Development and Implementation

' Under LRM, the PDS will be ultimately responsible for
development of subproject documentation, including the required feasibility
studies, for submission to the RDC. Technical personnel from the national
line ggencies and IRM financed resource institutions will assist in these
efforts. Subproject development will invoulve interaction between public
officials, line agency personnel, associations or representatives of poverty
groups, and private sector voluntary, civic, and social organizations. To
facilitate the process, LRM will organize seminars, workshops and local
brainstorming sessions to elicit ideas and knowledge for better subproject
design and implementation.

It is expected that local PVO's and other private

sector organizations will play an increasing role in assisting municipalities

and intended groups to identify, in project identification, project design,
and implement subprojects. Priority will be given to subprojects which
promise to strengthen municipal capacities to organize and serve poor groups
and which promote lccal private sector involvement in local development.

Proposals submitted to the R0C will be reviewed for
conformity with the basic LRM eligibility criteria, which include, among
others: consistency with an approved poverty group strategy; sound design as
indicated by adequate feasibility analysis; potenfrial for significant economic
and spread effect; adequacy of counterpart funding; evidence of beneficiary,
barangay, and municipality involvement/consultation in project selection and
design; and adequacy of the evaluation plun.

Following approval of subproject proposals by the
RDC, funds will be released by the 0BM t:? the province for one year's
subproject implementation requirements.l/ Project costs will be of a local
cost nature. Labor for subproject implementation will be provided by the ‘
commnity or provided through a cost-share arrangement involving LRM funding.

(4) Research Administration and Utilizacion

. ' IRM will support the dewelopment of capacity in the
RDC's, provincial governments, and local research organizations to understand
local poverty dynamics, thereby making possible improved provincial planning.
A research fund administered by NEDA central will finance studies proposed by
both provinces and regions. The proposals will be evaluated for relevance to

. 1/ 'Ibe amount of funds released for ongoing milti-year subprojects will
depend upon the progress in implementing them up to that point.



FRET
prcvinbial strategy formulation, annual program planning, and subproject iden-
tification and design; soundness of methodology; gnd'appropriateness of scope.

Use of rapid reconnaissance methods will be
encouraged in poverty-related research, particularly initial efforts directed
at selection and characzerization of beneficlary groups which represent

sizeable populations and have a high incidence of poverty. More specifically, -

such methods will be utilized to determine poverty groups' geographic concen-
tration and how their distribution over space relates to ohysical resources,
topography, and administrative boundaries. '

More focused studies will be carried out at the. local
level to increase understanding of the problems faced by typical households
regarding such topics as their access to resources, means of livelihood, cons-
traints to increasing household productivity and well-being, and potentials of
the group for self-reliant development.

At the regilonal level, research will be aimed at

understanding the dynamics of poverty regionwide and providing other
information need to facilitate the phase-in of additional provinces and

replication of improved systems developed during Phase I.
. b. Local Financial Administration (Track Two)

: This track will strengthen local governments' financial
posicion through development of cost-effeccive and systems and procedures of
local revenue administration, includ revenue mobilization and financial
management. Systems development will follow closely pilot efforts undertaken
in the RSC oroject, whereby decision malers are trained co understand and more
fully tap the revenue generacing capucity of the province and municipalities.’
Local govermment financial managemenc teams will be creaced to bring cogether
key decision makers and to analyze financial reports generaced by an improved
monitoring system. This will help scaff Jevelop a clearer understanding of
problems and resources needed to meet local development goals and to develop
realiscic revenue and expenditure budyets for planning and development
activities.

c. Beneficiary Participation (Track Three)

- NEDA technical and management staff will work closely with
both the province and the mmicipalities to seek ways to initiate and expand
beneficiary participation in the provincial strategy formulacion and subpro--
ject generation process. The objective will be to increase the responsiveness
of local goverrment development efforts to locally identified needs. For
purposes of administrative efficiency, it is planned that one or more private
sector organizations will be engaged to take on the task of developing
processes/models for linking private sector efforts in beneficiary :
organizacion to municipal governments' development activities. The national
organization(s), in turn, will engage local crganizations to assist in the
day-to-day oversight of the community projects and other beneficiary group
related activities. ,
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As appropriat:e, some subproject ideas generated as a
result of local organizations' work with beneficiaries might be proposed for
inclusion in the regular provincial annual program plan for LRM subproject
finding, subject to the usual RDC review/approval process. A separate, more
flexible "commmity project’ fund will also be established to finance the
smaller local activities which result from local organizations' work and which
will be managed and implemented by the beneficiaries themselves. The
community project fund will be administered for NEDA by the national organiza-
tion(s) and will finance subprojects with costs of up to P120,000

($15,000). In either case, a proposal must have the approval of the municipal

government in order to be considered. It is anticipated that the initial
subproject proposals generated will be predominantly for small-scale
infrastructure but that as experience is gained, proposals will increasingly
deal with income and employment generating subprojects.

Experience under this track will be carefully documented
to facilitate later replication of beneficiary organizing approaches which are
responsz.ve to the needs of the poor. }

3. Technical Assistance Requirements

' Technical assistance requirements for the project have received
, Speci.al attention during project design since LRM efforts will extend beyond
more traditional approaches to planning, budgeting, and resource mobiliza-
cion. The following provides a brief bpackground statezent and summary of the

man Emes maabmad aal At Am A

A f e £=
terms of reference for technical assistance:

a. Technical Assistance Requirements for Strategy and Local
Project Development (lrack One)

, (1) The technical assistance requirements for this crack
~ are rather specialized. Since the concepts underlying the targeted approach
- to planning are not widely known, understood or proven feasible, prototypes
~of the desired process need to be tested, met:hodolog:.es refined, and the
existing planning systems and procedures modified to utilize cargeted
approaches which prove successful.

Requirements: A local resource institution able to
provide personnel with a good understanding of existing local government
structures and operations, an understanding of and commitment to LRM concepts,
and a demonstrated ability to help the implementing units evolve new planning
approaches and management systems.

The Asian Institute of Management (AIM) has been
idencified as one institution which can provide the necessary support
.services. It has been inwolved in developing new management concepts and
methodologies such as cthose on which LRM is based, has worked on targeted
approaches to regional agricultural planning much as LRM proposes, and has
developed an applied institutional learning approach in communal irrigation
work under the Philippine National Irrigation Administration.
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S (2) The success of LRM is highly dependent on the
reliable flow of GOP resources to the local government. Local budgetary and
financial revenue generation policy concerns and. recommendations discussed in
the Feasibility Analysis also need to be addressed. '

* Requirements: ‘An individual with experience and training
in the area of govermment budgeting and a good understanding of Philippine
government budgetary systems; capacity to review and analyze current budgetary
systems, procedures, and policies and prepare policy recommendations related -
to the efficient flow of resources to local government; and the ability to
develop improved budgetary systems and procedures which support the implement-
ation of government development programs.

A U.S. consultant has been identified who can provide the
necessary support. Having worked with OBM and MOF, he is familiar with the
GOP's existing budgetary systems and procedures. ,

(3) A low-cost infomaﬁion management system to facili-
rate a continual flow of information to various GOP agencies and local

government units is basic to LRM's institutional learning process.

Requirements: An experienced U.S. or Filipino informatiocn
management consultant(s) with demonstrated ability to help the implementing
agency design and test a low-cost information management system and provide
training to national, regional, and provincial statf in ics use.

(4) Other Technical Assistance Requirements for Track One

- (a) Research: Philippine and U.S. consultants will |
be contracted as needed to assist Regional NEDA Project Staffs in building
_provincial staff capacity to manage research effectively, conduct feasibility

analysis training (e.g. social analysis, environmental assessment), develop
skills to identify planning information needs, devise research strategies to
meet those needs, review research proposals, and to actually utilize research
findings. Consultants will also assist local educational and research
i{nstitutions develop their capacity to respond effectively to research
requests initiated by the provinces and regions.

() Plaming: Another important source of technical
assistance will be the experienced F\?%vmcial Development Staff who will

' provide advice and guidance to their counterparts in other less prepared -
provinces through short-term TDY's arranged through LRM. .

b. Technical Assistance Requirements for Local Financial
Administracion (Track Two)

The experience of PDAP, the Rural Service Center project,
and other USAID-supported projects points to the serlous need to improve local
government financial administrative practices and procedures. Of particular
concern is the issue of recurrent local government costs and revenue genera-
tion to maintain or expand local development programs. Although the RPTA

SZ
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Project is now developing systems for improved real property tax ’admi.nist::a'é"

tion, the deficiencies go beyond just tax collection. '

Be%ements: A local resource institution with a good
understanding of the ting government structures and operations; an
understanding of local govermment finance; a capacity to help local govern=-
ments evolve new financizsl administrative approaches and management systems
(approaches developed by RSC will provide a foundation for further development
of these systems); and the capacity to provide on-the-job training to local
government officlals in the utilization of such systems.

The Local Govermment Center (LGC) of the University of the
Philippines has been jdentified as one institution which can provide the :
necessary support services. It has participated in the studies of local
revenue administration coordinated by PIDS and has extensive experience in
working with local governments. The LGC administers various career develop-
ment courses for senior local govertment officials .and has an established
relacionship with most of the local govermment unit:.

In addition, a U.S. financial minagement specialist has
been identified to backstop this effort. He ig familiar with the RSC approach

 and Philippine fiscal systems and has experience in broad local government

planning and administration. He will insure that financial systems are
integrated and linked to the broader LRM targeted planning effort.

c. Technical Assistance Requirements for Beneficiary
' Parcicipacticu (irack TLCEE)

Under this track, LRM sseks to link the expertise of _
private sector agencies experienced in beneficiary organization to mmicipal
level. development activities supporting provineial strategles. PVO's and
other private sector civic and social organizations will be engaged to assist
local governments and paverty groups in orginizacion, planning, and self-
developnent. Through this process models r:lated to beneficiary participa-
tion will be developed.

Requirements: One or more Philippine organizations with
the capacity to administer the experimental model development. The assisting
orgenizacion(s) must have an understanding >f and commitment to LRM concepts,
experience in working with local governments, £nd a good understanding of the
local commmity gemerally. As the national encity or entities will be dealing
with local organizatioms, it (they) must have a proven capacity to manage and
monitor local organizations which will be engaged to organize local commmity
activities and develop capacities within beneficiary commmities to plan and
implement barangay level activities.

Examples of national organizations which could undertake
this activity are Philippine Business for Soclal Progress (PBSP) and the
International Institute for Rural Reconstruction (IIRR):
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o PBSP is a PVO sponsored by 123 members of the Philippine
business commmity. PBSP provides fimding and technical assistance to some
100 local private voluntary development zroups working at the barangay level

t the Philippines. It backstops these activities with a strong
monitoring and evaluation program. It has a full-time core staff of some 30
professionals., -

° IIRR is an international PVO based {n Cavite Province. It
provides technical, financial, and training support to affiliated nationmal
rural reconstruction movements in Thailand, Colombia, Guatemala and the
Philippines. It has carried out its own commmity level development activi-
ties in Cavite Province, where it has worked closely with mmicipal govern-
ments in Cavite. One attractive and effective IIRR concept is the People's

School, which offers training to commmity selected leaders in basic technolo=

gles which are then shared with other conmmity members. IIRR is prisently
assisting Antique Province and is supporting efforts by World Vision in
Mindoro and other parts of the Pnilippines. .

C. Illustration of How P Research, and Project Identification
Might Uhfold Under un '

Let us assume that Antique will be one of the three initial
provinces selected for LRM and 1illustrate the process using it ag the
example. (Note: Antique has already identified fishermen for pricrity
attention and prepared an ''action plan' for organizing available resources for
helping fishermen. This group has been selected in view of the significant
coustituency theay represenc 1.7 chac province (i.e. 15,000 households or 35
percen;:' of rural households)l/ and the Governcr's personal concern for their
plight).

The first step in the strateyy formulation process will be to map
the location by municipality of the greatest concentration of fishermen. The
province will then pick the priority municipalities for local projects based
on such factors as concentration of fishermen within the mumicipality, degree
of economic depression, etc. Then the province will undertake scme quick
reconnaissance and group interviews with fishermen in same of the selected
municipalities to determine the major constraints to improving their liveli-
hoods. These data will be compared with any other information available from
research conducted on fishermen similar to those in Antique and will serve as
the basis for initial strategy formulation and definition of a research
agenda. Using financial survey techniques piloted under RSC, a profile of the
financial condition of the province and some of the selected mmicipalities
will be developed to assess what commltments can be made from local revenue

' I/~ Region VI has enough data from the PCARR/SEARCA 1975 surveys to
identIfy the major resource groups with a high incidence of poverty, including
their relative importance by province. These data are reflected in the
Povgrf:y Profile of Western Visayas, Region VI, (USAID: January 1981) Table 3,
p. O. .

A
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resources. A survey of local private voluhtaryg”civic; and social organiza-
tions will be conducted to determine the extent to which they can provide .
additional resources. o g

Following analysis of available data, and with assistance from IRM -
management and technical staff and resource institutions, a multi-year
p cial strategy will be formulated which will outline the problems,
avallable resources, and initial key intervention points for improving
fishermen's livelihood. The strategy will also provide rough budget estimates
for the next 3-5 years. The strategy will be then submitted to the RDC for
approval. NEDA will then provide Antique with an indicative planning figura

for the following budget year.

The next step will be for the provinca (either as part of the
strategy submission or after approval) to prepare an annual program
identifying, say, two or three subprojects proposed to the RDC for LRM funding
and perhaps a couple of subprojects for financing by line agencies such as the
Bureau of Fisheries and Aquatic Resources (BFAR). The subproject
identification would grow out of surveys, research, and discussions with
mayors, barangay officials and local leaders, and the fishermen themselves (or
their representatives). LRM technical staff and line agencies along with
resource institutiocns will help provincial staff through this planning process.

Wich approval of the plan and subproject ideas by the RDC, the PDS
will then develcp, in collaboration with mumicipal officials, detailed plans
including feasibility analvses for the subprojects, again assist.d bv LRM
technical staff and line agencies. The feasible proposals will then be
reviewed against established criteria and approved by the RDC for implementa-
tion, following which the RDC will request the release of funds for approved
subprojects.

. At the mmicipal level, local vcganizations such as PVO's, assisted
by a NEDA contracted national institution such as IIRR and collaborating with
municipal officials, will work to organize beneficiaries and design two or
three small subprojects. These can be financed from the ''Ccmmmity Project
Fund" and will be implemented and managed by the poverty groups themselves.
The process will be carefully documented and analyzed to allow for better
participatory planning in future rounds, and results will be provided to other
local govermments entering the LRM program. ‘

Meanwhile, the province will refine the initial strategy by pursuing
more ln-depth research on fishermen as identified in the research agenda and
incorporating lessons from the ongoing beneficiary participation efforts. In
the first instance, the province will be looking at existing data available
through line sgencies and the Regional Data Bank (which Reg%on VI is now
developing). Any data gaps remaining can be filled through surveys or special
studies conducted by local research institutions.

‘ Simnultaneously, the region will be pursuing a broader ressarch
agenda on fishermen aimed at strengthening Antique's program and developing

ol



additional information relevant to other provincial strategles and focusing on

fishermen. ,
D. Implementation Schedule

, The following lists major project activities for the first 18 months
of operation and several pre-project actions that need to be taken before
actual implementation begins. An updated and more detailed implementation
plan for each succeeding year will be prepared following annual reviews to
reflect new information and experience. USAID, of course, understands that
there may be no disbursements of AID finds, nor even approval of documentation
pursuant to which disbursements will be made, prior to the GOP meeting

appropriate CPs. All actions indicated as being undertaken prior to CPs being

met: will either not require any disbursement of AID funds, will be undertaken
by the GOP, or will be a preliminary action with commitment and distursement

only after the CPs are met.
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RDC Review/Approval 1 5 X
(b) Group 1i Plan/Budget I 't
CY 85 (Round 1) b

RDC Review/Approval

3. MOB Regional Budget Review .
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*Initial financing of inputs
pre-oroject actigit{es From ESF

#Provincial Budgets should be submjtted t R’O By ﬁovem?gg
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a) Baseline/Impact Surveys. E .
(a) Ine/ mp. y lgsgeésgions nb )
-Group 1 provinces L X| - |(arid dontfinding) - !
-Group 11 provinces " X{X]-HKad cpntlnuﬁngﬂ -
(b) Other Surveys/Studies/
Feasibility Studies
-Group I provinces " X|X] - and donflinding) - .
-Group 11 provinces X] XI- (hnd coptipuipg)] -
B. Financial Administrative Systems NEDA/R=s.
and Capacity Development Institutiong
" Training; Seminars/Workshops X1 X|- (anq cantinuipg)t -
C. Testing of Participatory Approaches HE "Aiﬁggv -/ Xpxj- kaqd donfinyging) -
Institutions '
D. Monitoring and Evaluation for
Replanning:
1. Information-Management System NEDA/
(IMS) Development Consultant X| X} dan@ continuingi - e
2. lmplementation/Status Reports Province X X X| X<
3. Process Documentation Res. Inst. X1 X} (and cc ntmui‘ﬂgj - i )
4. Research Reports Res. Inst. hS pré duded
5. Evaluation/Assessment NEDA/USAID 1 ¥
6. Reports Issued from IMS NEDA X X X
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" PART VI. EVALUATION PLAN |

' Continuous, intensive monitoring, self-evaluation, and redesign is a
critical feature of LRM. IRM evaluation systems will enable local officials
to assess for themselves project performance in promoting greater self-
-reliance, productive employment, and real incomes among the rural poor.
Strategy and program formulstion and refinement will depend on information
provided through research, monitoring, and evaluacion. Subproject design and
implementation will also require timely monitoring and evaluation informa-
tion. Project technical and management staff «ill work with provincial and
regional officials on ways to make effective use of the data generated by
these systems. In this way they can identify .ind act on problems and steer
project implementation toward achievement of pcoject goals.

A. The Self-Evaluation Process

The technical assistance and research resources being provided under
IRM are intended to support institutional learning within NEDA, other
participating agencies, and local governments. This will be achieved through
intensive evaluation of systems and modes of wurking relative to the require-
ments of targeted development.

To facilitate this self-assessment process, periodic workshops will
be held at regional and national levels. These workshops will be chaired by
NEDA and imvolve implementing entities at each level and supporting resource
institutions. A rescurce instituticn such as AIM will assist In workshop
planning, organization, and information dissemination. These workshops will
be the focal point for the continuous, intensive project evaluation process.
Held either monthly or bi-monthly, they will provide a forum for carrying out |
regular assessments of progress, identifying problems, commissioning special
studies, planning training activities, identifyiny needed action on policy
issues, coordinating activities of the: various resource institutions and
govermment agencies, and assigning respunsibilities for follow-up actions.

following:

1. Monthly Process Documentation Reports on the Strategy and lbcal
Project Development Component (lrack One)

Provincial/Regional Organization and Management Advisors from
the supporting resource institution will prepare monthly reports documenting
key events in the development of planning systems and the implementation of
subprojects within their respective regions. These reports will describe
provincial experience in developing strategies, annual program plans, and
subprojects, and in getting these approved, funded, and implemented. They
will illuminate how key decisions are mace, the nature of relationships
between mmicipal, provincial and regional levels in the planning, funds
release, and project implementation processes, and any barriers to application

Primary sources of data for these workshops will include the . _i"- '

P



of LRM concepts posed by existing procedures and policies. Each quarter a
sumnary will be prepared based on the monthly process documentation reports
which will summarize Track One lessons, issues, and matters needing priority
attention.

2. Qusrterly Process Documentation Reports on Local Financial
Administration Component (lrack 1wo)

' ‘ The resource institution will prepare a quarterly report dealing
with the process of working with local government officials on approaches to
improving local financial administration. This report will highlight what is
being learned about the nature of local financial management problems, the
organization and functioning of the local financial management teams, policy
and management systems issues, progress being made in development of improved
financial planning methods and training modules, critical problems, and
priorities for the coming quarter. The supporting resource institution will
also assist in forming a small advisory group comprised of members of NEDA's
technical and management staff, local govermment officials, and external
advisors to serve as a focal point for continuous evaluatica of Track Two
activicies.

3. Quarterly Process Documentation Reports on Beneficiary
Participation Component (lrack Three)

The supporting naticnal organizativn (e.g. PBSP/IIRR) will
prepare a quarterly report on the process of woiking with local private sector
organizacxcns (such as ?V0's) and the Gevelopmenc oc approacne; to suoportlng

v ammd - ~ o] e mon i A omey

private sector corganizaticns crganizing activitiss wihich are complementary o

the provincial strategy. It will highlight the methods being used, the nature
of relationships between the various institutional actors, the barrlers being
encountered to building collaborative working relationships between private
sector organizations and local govermments, and the lessons being learmed
about how to overcome thise barriers. 1r will also record progress, major
issues, and priorities for the following :juarter. The national organizacion
will also assist in forming a small advisory group, including senior members
of its own staff, to serve as a focal point for continuous evaluation and
redirection of work being carried out under this track.

4. Special Policy and Management Studies

The resource institutions will produce a continuing flow of
- speclal studies involving in-cepth analysis of particular policies, proce-
- dures, and management systems, and experimental work on the development and
testing of management system innovations. Additional special studies may be
contracted by NEDA as needs are identified.

5. Field Process Documentation

The documentation outputs described above will be centered
. primarily on program and project management processes wlthin and between the
agencies concerned. By year two, as field level activities get fully

Ll
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underway, provision will be made for a different type of documentation focused
specifically on the interaction between government and private sector
organizations' field workers and local beneficlaries. This will be used to
help LRM managers better understand the nature of the commmity level
{nteractions involved and the requirements placed on their agencies if they
are to be truly responsive to locally defined needs. This type of process
documentation requires intensive attention by specially trained personnel. As '
specific requirements are identified for such documentation, provision will be
made to contract for the necessary services. '

A primary responsibility for project management will be to
establish procedures through which information generated from the foregoing .
activities can bte used most effectively for self-evaluation and selfcorrection
in national and regional workshops.

B. AID and GOP Project Monitoring and Evaluation Requirements

In addition to the ongoing evaluation and redesign process which is
integral to the project itself, there are AID and GOP evaluation and monitor=
ing requirements related to meeting public accountability and policy review.

One such requirement is the need for regular financial reporting.
Provinces will be reporting quarterly on the drawdown and use of subproject
cunds to the RDC and Regional NEDA. Regional NEDA will transmit this
information to NEDA/Manila along with its report on research grant and
training fund utilization. NEDA/Manila will monitor grants to, or contracts
with resource institutions, contractors, and private sector organizations.
NEDA/Manila will provide periodic financial reports to OBM and USAID.

Two special external evaluations will be conducted during Phase I by
persons not directly involved in project implementation. These are intended
to: (1) satisfy AID and GOP needs to verify that the self-evaluation process
is functioning as intended, that critical issues are not being neglected by
responsible parties, and that ECPS indicators are being achieved; (2) provide -
an independent assessment of readiness for expansion and justification for
Phase II funding; (3) provide an outside group from the GOP and AID an
opportunity to become familiar with the LRM experience; and (4) allow
policy-level GOP and AID officials to assess the broader policy relevance of
that experier -« for their respective agencies.

-  The first external evaluation at 15-18 months into the project will
focus on review of project implementation experience at the '
input/output level, including the functioning of the processes which
link the imputs and outputs, and will recommend any needed adjustment
in the use of project resources.

- The second external evaluation at 27-30 months into the project will
assess accomplishments in terms of {nstitutional development and
target group responsiveness Lo determine whether to proceed to the
next phase of the program. This evaluation will look specifically at:
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1. whether LRM developed systews and approaches have proven worth
replicating on an expangéa scale. Esues to be aagFesséa through

the evalvation will include, among others, the following:

- Ig the Track One provincial strategy approach resulting in
identification of subprojects which show clear potential for
responding to target group needs?; is it appropriate to PDS
needs/capacities and does it fit within the exdsting regional
planning and budget systems?; is it encouraging private
sector participation in local development?; and is it
reshaping the thinking of PDS toward helping specific target
groups help themselves?; _

-  Are Track 2 financial monitoring systems proving suitable to
provincial/mmicipal needs, appropriate to provincial/ o
mmicipal financial staff capabilities, and useful in
identifying actions leading to increased local revenues?

.= Are Track 3 activities proving that closer cooperation

‘ between local private sector organizations and mmicipal
governments can lead to greater beneficiary participation in
local development activities? '

2. whether lessons have been sufficiently documented and management
support mechanisms adeguatelv cdevelorted to permit replication of
‘se.ected acprcacnes and svstams, as oeasuwred ov. .

- training modules incorporsting LRM concepts and methods
developed and in use, and ‘

= provinces, NEDA and locsl resource institutions working .
effectively as a suppurt network for LRM expansion.

This evaluation will serve as a basis fur recommendations for Phase II ‘ELmding
requirements. C

Each of these external evaluations will be designed and carried out
jointly by the GOP and USAID using project fumds. The members of the
evaluation teams will be drawn from participating GOP agencies, USAID, and
AID/W. External resource persons may also be included. It would be highly
desirable to maintain continuitry of personnel for both evaluations. Each
evaluation will be reviewed by the LRM Advisory and Coordinating Council and
will be used as an input to planned national and regiorial workshops on LRM.

M
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PART VII - CONDITIONS PRECEDENT 10 DISBURSEMENT AND NEGOTIATING STATUS

A. 'Obnditions Precedent

1. F’irst Disbursemnent

N Prior to the first disbursement under the Assistance, or the {ssuance
by AID of documentation pursuant to which disbursement will be made, the
Cooperating Country will furnish to AID in form and substance satisfactory to
- AID: : '

_ a. An opinion of counsel acceptable to A.I.D. that this Agreement
has been duly authorized and/or ratified by, and executed on behalf of, the
Borrower, and that it constitutes a valid and legally birding obligation of
the Borrower in accordance with all of its terms;

b. A statement of the name of the persen principally representing
the Cooperating Country for purposes of this Project and of any additional
representatives, together with a specimen signature of each person specified
in such statement; .

c. Formal designation of the project director, a statement of
specific responsibilities and authorities for day-to-day management of LRM, .
and en indication of the types of expertise to be provided for the Project by
the coordinating agency responsible for the Project.

2. AID Apprvwval of Contracts or Grants for Technical Assistance

Prior to any disbursement for AID-funded Grants or Contracts, the
Cooperating Country will furnish to AID upon preparation an executed grant
: agreement or technical assistance contract acceptable to AID with an institu-

tion acceptable to AID.

3. Performance Payment/Disbursement

. Prior to the first annual disbursement for performance payment the
Cooperating Country will furnish to AID:

a. A copy of the executed protocols between NEDA and OBM, and NEDA
‘and MOF establishing agreed procedures to channel the flow of GOP resources to
the selected provinces for local subprojects.

b. A copy of the executed directive by the appropriate agencies

establishing accounting procedures for local subprojects which ensure that
appropriate reserved accounts for approved subprojects are established and
that those accounts are not to be available for any other purpose.

c. Evidence that the GOP's LRM review and approval process for the
provincial strategy, annual program plan, and first round of subproject



bl

= S5l=

propo'sals'héé been completed ana 1s consisCent with LKM criteria, and that -
pesos for ap?roved subprojects have been released by the GOP and deposited in

- the province's account(s) for the LRM subprojects.

B. Negotiating Status

IRM has been designed collaboratively with the principal agencies which
will be responsible for its implementation, to wit: NEDA/Manila, NEDA
Regional Offices, OBM, MLG, selected governors, and provincial development
staffs. Potezntial resource institutions, i.e. AIM, LGC, DAP, and IIRR also
participated in this process. This PP design represents the culmination of a
joint effort and is based upon on a full consensus.

In addition, considerable pre-implementation work has taken place within
the regions to orlent local officials to LRM concepts and implementation
requirements. .

Region VI has already tentatively identified Antique as the first pilot
province for IRM. In anticipation of project activities, Antique has
ldentified fishermen as the local target group and made a first attempt to
formulate a strategy for helping fishermen improve their livelihood. A
two-day workshop was conducted in Region V to diagnose poverty and identify
major poverty groups in the region leading to identification of a target group
for LRM interventions. Additional pre-implementation activities are antici-

pated during the next two months.
NEDA/Manila in ics capacity as lead agency nas already designaced projecc
executive and deputy executive coordinators to manage LRM. S
Given the collaborative design of LRM and ongoing pre-ihplenentatim

activities being undertaken by the GOP, we anticipate no difficulties in
concluding a project agreement as soon as LRM is authorized.
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SIBJECT: APAC - LOCA n..souiacz MANAGE MENT (452-8353)
. THE APAC MET ON JUIE 17 AKD APPROVE) THE SIBUECT PID.

in

AND PROJSCT OFFICER SECRGE FLORES, ISSUES PAPER PREPARED
FOR APAC MESTING wW2s ACCERPTID AT QUTSET BEY SCHWARZWALDER
W40 INDICATED THAT aLL ISSUES CONTAINZD THERTIN WOULD BE
APPRZSSED IN PP, FLORIS HAND-CARRYING COPIES OF THAT
ISSUZS PAPER, AND ADDITIONAL CUFY ¥ILL BE POUCHED TO

M1 SSION.

2. APAC BELIEVES THIS WILL BE ONE QF THE MORE COMPLEX
PROECTS TO BE UNDZRTAXKEIN BY MISSION, AS Wt Se= IT,
PRCJZCT IS INSTITUTIOR BLUILDING IN RATIRE, I.E. AIMED AT
IECNTRAL IZING DECISION MAKING WHILE PROVIDING FO™ THE
PO0RCR ELMNTS OF SOCIETY TO PARTICIPATE IN THOSE DECl~-
SIONS . THIS WL BE A LERRNING PROCESS, REQUIRINS CHAMNGES'
IN ATTITUDES AND OPERATING PROCEDURES AT ALL LEVELS. THE

PROPOSID MCANS OF ACCOMPLISHING THESE OBJECTIVES (INTERA-

GENCY COORDINATION, LINKASES, INTER OCKING COMMITTEES,
ETC.) VILL BE EXTREIMZLY DIFFICULT TO I[MPLEMENT . AT THE
SAME TITE, PROJECT VILL ALSO FINANCE A MNIITWDE OF DIS-
CRETE Pmrsxcm,. SUE-PROJECTS. WITH RESPECT TO THESE SIB~-
PROECTS, WE RECOGNIZE THAT I/E XPERIENME AT THE LOCAL
LEVEL MAY RESULT 1B SO MAR GINAL PROJECTS BEING APPROVED .
AND WE ARE PREPARED TO ACCEPT THAT AS PART OF THE LEARNING
PROCESS. NEVERTHELESS, THE CGREAT BULX C. THESE SIB~-
PROECTS WILL HAVE TO BE SELECTED AND EXEUTED SO A5 TO
NRSTITUTE A SOUND EXPIMDITURE OF USG AND GOP FUNDS., BOTH
OF THESS PROECT OBJECTIVES (OECENTRALIZED DECISION MAKING
AND SOUND, DEVELOPMENTAL SIB-PPOECIS) WILL HAVE TO BE
XEPT IN MIND THROUGHOUT THE DESIGN AND EXSCUTION OF THIS

PROJECT .
UNCLASSIAED

“Clessilicoiren
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3. 1IN ru& ANALYS1S, APAC DECIDED THRT PROJECT PAPER
MUST REFLECT THE “ART OF THE POSSIBLE.” MISSION MJST BE
THE JUDGE ABOUT WHAT WE CAN REALISTICALLY EXPECT TO

HAPPEN 1IN THE CONTEXT OF LOCAL PHILIPPINES GOVERNMENT AND
JPOLITICS. SINCE THE PROJECT wILL BE COMLICATED, WE SUG-
'GE ST PROECT DESIGN STRIVE TO SIFPLIFY IMPLEMENTATION
'MECHANISMS AND INTERRELATIONSHIPS AS MJCk AS POSSIBLE.

THE PP WILL HAVE TO BE AS OBJECTIVT AS POSSIBLE, AND
"SHOILD IDENTIFY POSSIBLE ADMINISTRATIVE REFORMS WHICH
WOWD INPLEMENT THE NEW FECHANISMS AND PROCEDURES. CRITE-
RIA DEVELOPED BY THE DESIGN TEAM FOR SiB-PROJECT SELECTION
AND ANALYSIS SHOW D BE BASED ON AlD OBJECTIVES AND '
ACCOUNTABILITY, TECHNICAL AND ECONOMIC FEASIBILITY, CAPA-
BILITY OF LOCAL GOVERNMENTS TO IMPLEMENT, AND POTENTIAL
gng;’TBlBUTION TO THE INSTITUT JON-BUILDING NATLRE OF THE

4., WE BELIEVE MOST ATTENTION SHOWD BE FOCUSED ON THE
DECENTRAL IZATION PROCESS ITSELF AND THE MECHANISMS FOR
MINITORING/EVAL UATING THAT PROCESS AND M.ASURING PROGRESS
DURING THE TEN-YZAR INMPLEMENTATION PERIOD., Wz WILL HAVE
TO HAVE SVIDENCE OVER TIME OF SUCCESSFUL IMPLEMENTATION OF
THE DECENTRALIZATION PROCESS AN OF THE CONTRIBUIION OF
THE SIB-PROJECTS T0 THE ACHIEVEFENT OF OVERALL PROJECT
OBJECTIVES. SUCH EVIDSNCE MAY BS IM THE FORM OF INCREASED
FUNDS (OTHER THAN AID) FLOVWING THROUER THE HEVW OEZCEZNTRA=
L1ZED) SYSTEM, INCREASED UXER SUPPORT OF SIB-FROLECTS
C.G. BY FINANCING PECUPRINE T0STS OR EXPANSION FROM THEIR
O«N RESOURCES), REINVESTRINT OF REIVENES FRON REVINUZ
EIERATING SE-FROECTS, CR AKY TF A NUMSIR OF OTHER SUCH
INCICATORS.

5, THE APAC SPENT A 500D DTAL OF TIMZ DISCUSSING THE

R SCARCHTO BE CARRIED OUT UNDIR THRE PROJECT. 1T SCEMED

TO THE APAC THAT THE POVERIY ANALYSIS 1S STILL VIEMWED

AS SSMEHOW SSFARATE FROM THKEZ DETE RTRALTZATION EFFORT, AMND
THAT 1T CAN AND SHOULD BE THORODGHLY INTEGRATED INTO THE
CONCSPTUALIZATION AKD PLANNING FOR THIS PROJECT. THE PP
S{OULD SHOW HOW PROFCSED RESEARCH 1S RTLEVANT TO PROECT

OBJECTIVES AND HOW IT 1S LINXED 70 PROJETT IMPLEMENTATION,
AMDNG OTHER QUESTIORS THE M1SSION MIGHT TRINK ABOUT ARE S
SHWD THE RESCARCH BE DESIGNID IR PART 70 HELP IDENTIFY
SPECIF1C PROJECTS OR ORFLY GENERALLY TARGET TRE CAPITAL
FUND:; 1S THE RESTARCH OM INSIITUTICNAL DYNAMICS POLIT.I-
CALLY REAL1STIC; WILL THE RESCARCY END PRODUCT ACTUALLY
WELP CHANGE THE SYSTEM; SHOW.D THE RESEARCH BE TIED 10

TH= BIDGETARY PROCZSS; FOW CaK WE BE ASSURED THAT RESEARCH
RESILTS WILL ACTUALLY BE ULSZD IN THE PROJECT?

6, - RE, THE FIHAN(I A TABLES, ESCARLATION IS PORMLLY
APPLIED ONY TO KNCWN COSTS, THERLFORE, IT 15 APPROPRIATE
WITH RESPECT T0 THE TECHNICAL ASSISTANCE ARD TRAINING .
COMPCMENTS, BUT INAPPROPRIATE FOR THE CAPITAL FUND., THE
"FIKANCIAL PLAN SHOULD BE AD JUST ED AO_:DRDI‘PBLY.‘_
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i NOT BE APPROPRIATE FOR A HOST COUNTRY
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. 8o FINALLY, APAC CONCERNSD ABOUT PROPORTION OF GRANT, AND
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FOLLOWING IS FULL TEXT OF LETTER RECEZVED FAOM GOP. REQUEST-
ING U.S. ASSISTANCE FOR IMPLEMENTATION OF SUBJECT PROJECT.

- _GQUOTE DEAR MR. SCHWARZWALDER,

THIS HAS REFERENCE TO YOUR LETTER DATED JULY 9, 1982
FORWARDING THE PROJECT PAPER FOR THE LOCAL RESQOURCE
MANAGEMENT PROJECT.

I AM PLEASED TO INFORM YOU THAT THIS OFFICL FINDS THE
PROJECT PAPER ACCEPTABLE AND HEREBY REQUESTS USAID
ASSISTANCE IN THE AMOUNT OF $6.C MILLION CONSISTING OF
$1.5 MILLION IN GRANT FUNDS AND $4.5 MILLION IN LOAN
FUNDS. IT 1S UNDERSTOOD THAT AID IS PREPARED TO PRO-
VIDE ADDITIONAL ASSISTANCE TO SUBSEQUENT PHASES OF THIS
PROJECT. )

I AM ALSO PLEASED TGO NOTE THAT THE PRCJECT WAS DE~-
SIGNED THROUGH THE JOINT EFFORTS OF THE MISSION. NEDA
AND OTHER AGENCIES WwHICH wOULD BE INVOLVED 1IN ITS

EXECUTION.
- SINCERELY ‘YOURS,
'‘PLACIDO L. MAPA, JR, :
_ DIRECROR-GENERAL END QUOTE
AﬂMACOSTi B
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ANNEX C

PROVINCIAL DEVELOPMFNT ASSISTANCE PROJECT (PDAP) EXPERIENCE AND LESSONS

PDAP was created in 1968 by the GOP and w2s exparded in the early 1970s
to improve provincial plaming and implementation of economic devel
prog- rams. PDAP central suppert was cssentially phased out in 1978
afrer r 28 provinces. From 1975 to 1978, aeveral ""PDAP"' Special
Projectst’ were funded by USAID and the GOP, ccweang PDAP and other
participating provinces which had or were willirg to develop the
requisite planning and engineering capabilities. .t

PDAP followed a highly structured developuent egpprosch. Participation in
PDAP included such standardized requirements as est:abli.shing a fully
staffed provincial development office, performance budgeting, preparation
of annual plans, axd so on, all of which were intended to build plaming
and management capa.city at the provincial lewel.

Although the PDAP central organization became somewhat rigid in ics
adherence to these requirements and procedures, the Program strengthened
provincial government capacity, thereby contributing to the
institutionalizaticn of the provincial executive and a professional
developzent staff. PDAP type procedures end documents contimie to be
required by the GOP for planning and budget purposes. The accepted
pianning systers and procedures include: the socio-economic profile,
road network develcpment pianning, sectoral develcpment plaming
srovineizl cooprahensive planning and ammual updates, project evaluation
and priority ranking techmiques, capital improvement programs, real
property tax administration systems, an improved personnel classification
system, budgeting-accounting, project angineering and quality control.
PDAP systems and est#blished procedures tws provide a strong foundation
for further development assistance, siven the capebility of provincial
govermments to identify, plan, manage and assess development projects,

- especially of a capital improvement nature.

This erperience with the PDAP program activities and the expanded special
 projects has demonstrated a mmber of concerns and developmental issues
which need to be taken into account during the design of local
development projects:

iJrganization - { jecial authorities or organizational structures created
. tatside o pe':nané.nt organizations specifically for flexibility and
wonvenience of {mplementation of a particular wroject provide only short
ham

"~ Riral Road 1 ard II, Ba 11 Wat
e Lt Ty Tk
and Rural Service Center (RSC).

77
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soluticns to longer term needs of inseitutrion building. Develcpment
projects should ba integrated, to the maximum degree possible, into
existing systems fram the start.

Decentralization - Provinzisl capacities have been strengthened and

pro powet enbarced under PDAP. However thare has been
still inadequate devoluticn of authority and Tesponsibility to date. The
national govermment recognizes this in general policy proncuncements, but
the challengz 1s operationalizirg the policy. There clearly is 2 need to
enlargez the scope of actions far whicsh provinces have primary decisicm

zaidng responsibility in order to make the required development impact.

Plarming - PDAP invested heavily in blwe print planning--advance
programuing--based on engineering and canpliance requirements appropriate
specifically to infrastructure. However, there i3 little experience in
dealing with social and environmental problems. The next step is to move

. to more ocpen, responsive planning and into a broader range cf local

projects.

Rzaching the Poor - PDAP was somewhat untargetted, relying an indirect
bepefits to the rural population generally. Local development programs
need to move toward direct targetzing on groms of people ar poor areas.
(Note: Recent efforts by the Barangay Warer and Rural Serrce Center
specia. pro- jects, for example, have begun to focus on people through
assoclaticas).

Fiscal Administration - Local financial resource wobilization is weak
anc increased financial capacity and accountability is the kay to
decentralization. Real property tax is still the single most
Tesource but other tax rescurces and approaches need to be develcped and
integrated. Rural Service Center Project experience shows pranising
approaches in working through a diagnostic and financial monitoring
approach with key local officials.

Experimental/Innovation/Institutional Le = PDAP moved too
E%Eearyemenmencat on mode vor of quick expansion o w.%m
procedures for project development. This limited the discretion and
potential of local goverrments to expard development efforts to other
types of activities. Local development projects currently being designad
for implementation will have to resist pressure towdard unifom procedures
in order to retain responsiveness to locally established prisrities.

The dewlopmental issues briefly summarized abowe have evolved from
nearly fifteen yee}rs of experience in USAID essistance to Philippine
rural development/local government programs. As might be expected
various assessments and evaluations have been conducted over that period
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of time, producing mmerous examples and vignattes of developmental
izpact as well as observations of, and conclusions about, institutional
development that has ocourred and lessons that have been learned

the process. The remainder of this paper £irst sets the perspective with
a brief description of USAID assistance to the broader PDAP Program and
special FDAP projects. This is followed by an sbbreviated account of
identified institutional acccmplishments and selected examples of
beneficiary impact and concludes with a few of the more important lessons

I. Evolution of U.S.-Assisted Provincisl Development Programs.
A.  Background/Setting: (1950-1968)

USAID's early assistance efforts in rural development had less
then fruitful results when USAID attempted to work solely
through the central goverrment mechanism. Centrally planmed
and directed projects, with limited local input in planning or
feedback during implementation, generally did not meet local
needs or expectations. Over time and with experience in
several less than successful programs, @P and USAID officials
acknowledged that little in the area of rural development would
be accaplished until (1) representative local goverrment was
§i'.'a'1 moTe freedom to select and carry our its own projects and
(2) local govermmonts developed a capacity to implement and
manage developwent activities.

In 1965, several gcvernors appreached USAID/Philippines and the
Natioral Economic Council (the central planning board of the
Q0P at the time) about the possibility cf direct aid from USAID
in improving their capability to effectively participate in the
formulation of provincial as well as nmational development
plans. This was the seed of what was to becare a major
comitment on the part of USAID/Philippines to the devel

of the capacity of local govermment to more effectively manage
its resowrces and improve public services, and begin to provide
the infrastructure for small farers and private sector
generally. The NEC made a formal request for such assistance,
and '"Operation SPREAD' was created.

"'Operation SPREAD' (or Systematic Programming for Rural
Economic Assistance Development) was initisted in the provinces
of Tarlac and Laguna on a two year (1966-1968) pilot basis.

Its underlying objective was to gauge the value of a direct
field assisted provincial development program to identify

7Y
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the concepts, systems and inputs crucial to the local

development process, and to estsblish a rational basis and
effective technique for future extension of devel

assistance efforts to other provinces. The major featurs of
the program was in developing basic infrastructure,

The Philippine Government wasg 60 impressed with the results of
SFREAD that on campletion on Jamuary 1968, it established the
Provincial Development Assistance Bro ect (PDAP) as en

Natio Econamic Council to spec ally wvith che
development of local goverrment capacity.

GOP Provincial Development Assistance Program: (1968-1980)
The formation of PDAP represented a gignificant shift of

progran emphasis in that a specific agency of the Government of
the Philippires was established to coordinate and extend pilot

tructure development. The follow-on USAID-assisted Provincial
Development Project (PDP) provided technical edvisors,

c tles, tr in standard operatirng procedures.
The difference from Operation SPREAD wac thar thig assistance
was channeled through a central govermment mechanism--PNAP--
Instead of being supplied directly to the provinces.

PDAP's efforts began in the provinces of Palawan, Leyte and
South Cotabato. By the time the Provincial Development Project
had drawn to an end in FY 74, PDAP was operational with sixteen
provinces spread throughout the country and had successfully
begun work in three major filelds: (a) develop- ment of a
planning capacicy through the creation of the Provincisl
Development Councils, the Provineial Development Staffg, the
Capital Improvement Plan (the five year plan for :lgfrastmmtm

In July and August of 1972, the island of Luzem (vhere over a
third of the total Philippine population lives) was devastated
by typhoon-fed rains causing the worst flooding in the country
this century. The U.S. Corgress responded to ¢ Dequeat
from the Philippine Goverrment for assistance by wotirg a $50
million Disaster Recovery Grant (Flood Rehabilitation
Program). PDAP was allocated $10.8 millicn of the Relief Hunds



ANNEX C
Page 5 of 22

to reconstruct infrastructure (roads, bridges and small-scale
irrigation systems) in the eleven worst hit provinces in
Luzon. The flooding of July/August 1972 proved to have long
term development implications.

The PDAP/USAID Flood Rehabiliration Program was a major
point for development of local government capacity. Out of it
came important policy and operational decisions givirg a basis
for active pramotion of plamning at the provincial and regional
levels. Improvements in five major program areas were -*
initiated that have servedi to enhance the ability of local
govermments to serve their constituency. These include: (a)
ading of engineering, plamning and implementation capacity;
‘éggrestablismmt of the Equipment Pool Development Program and
initiation of the U.S. Excess Equipment Program;
(¢) establishment of engineering quality control facilities;
(d) campilation of Equipment Pool Operations Manuals; and (e)
the institutionalization of Fixed Amount Reimbursement (FAR)
procedures. (The FAR disbursement mechanism has become a
widely used disbursement mechanism utilized by USAID and the
@P in follow-on projects.)

An i=mortant benefit of the Flood Rehabilitaticn Program was
that it proved that provinces can act as effective partners of
the national govermment in development. This was most evident
in the dramatic improvement in the capabpilities of che
Provincial Engineering Offices to plan and implement major
infraseructure projects once they were transferred from the
Ministry of Works to the pruvincial govermments.

In July 1973 the Special Infrastructure Program (SIP) was
initisted to capitalize on th? engineering capecity
izprovements accomplished under the Flood Rehabilitation
Program and o maintain the momentum gained in iproving the
ability of local govermment to aid in the development eliorts
of the national govermment. {nder the SIP, the participating
provinces, for the first :ime, embarked on a plarmed program of
quality farm to market road construction designed to meet the
needs of'the provinces, particularly in the agricultural
sectors; SIP was funded from FL~480 sources.

At the game time the SIP came into existence, the AID assisted
Provincial Developwent Froject was concluded arnd a follow-on
AID assisted Local Development Project (LDP) was started. The
concepts, various projects and activities, and the central GOP
office continued to go by the name of '"PDAP'. The LDP was
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designed to further build capacities of local govermumt in the
areas of: infrastructure developrent, overall adminigtration,
plaming and coordination, improvud personnel classification,
and financial menagement, plus strengthen the national level
capability to carry out sustained assistance to local
governments. In 1976 the administrarion of PDAP projects was
transferred from the National Economic Coauncil, under the
Office of the President, to the Ministry of Local Government
which had been established at chat time. .

Special Projects Under PDAP Umbrella
1. Rural Roads Programs I and II (1975-83)

In March 1976, Rural Roads I, the first discrete
"spin-off"' project of PDAP was agprcved. The Rural Roads
Projects were similar to the 1972 SIP rcad program, but
with more stringent controls over standards and
administrative requirements for road planning and
implementation. The primary objectives of capability
building continued from PDAP. The stated cbjectives are
to:

. Increase efficient road access for the rural poor between
agriculture/fishery areas and market service centers; and

= institutionalize a permanent capacity and comitment at
national and local govermment levels to fund and implement
a sustained Rural Roads Program.

The Rurel Roads 1 project was initially implemented in 15
provinces and eventually expanded to 26 provinces by 1978,
its final year. Under this project, 476 kilometers of

roads and 4,750 linear meters of bridges were constructed.

The Rurel Roads II program involves 55 provinces, more
than doubling the mmbar of provinces previocusly reached,
in rural roads improvement and adopting PDAP procedures.
Under the follow-on project, scheduled to end in September
1983, over 700 kilometers and 6,500 linesr meters of
bridges will be constructed. Under the RR II Project,
additional technical assistance and studies have been
programned to include establishment of a monitoring and
evaluation system, testing of labor-based techmology for
road construction and maintenance, road necwork planning,
road inventory and base-line studies for future impact
evaluations.
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'I‘l'nUSAIDasaiste:\RmalRoadsProgrnhasmtitapﬂm:
objectives and has generated interest from other donors.
The IBRD has approved a $60 million Phase I Rural Roads
Improvement Project. The ADB is proposing a $30 million
Phase 1 component as part of their new roads loan. Boi
the IBRD and ADB assisted projects will utilize procedure
developed under the USAID assisted Rural Roads Program.

Of particular significance, the GOP is implementing a
follow-on Rural Roads III Project for provincial class
Zg:ds using apprcpriaied CI%P funds. Further, because of
8 icant capacity o rovincial inee
officesig?igme Ministry of Pubﬁcnygtks and Higtmyeng (Mdm)
is transferring the budget, equipment spreads and overall
responsibilities for the maintenance of all classes of
rural roads. The principal remaining problems, and
possible opportunities for external donor assistance, are
(1) effective annual maintenance of rural roads and (2):
construction/improvement of access msads into the wpland
crop areas using labor-based techmology. Year-round
access to the extensive rainfed areas is critical for the
poorer groups to participate in the market economy.

The PDAP rural roads projects clearly established the
cepacity in participacing provinces, constructed a
significant mxzber of road sectlons in the process wnich
have provided significant development impact. The
require- ment for rural roads and good maiitenance expands
s the development process proceeds.

Barangay Water Program

Mhe second special project under PDAP, initiated in 1977,
follows overall PDAP objectives of developing capacities
3t the local and national levels. The staced objectives
ire:

- to design and provide safe and sufficient domestic
, water to small and medium size communities;

- ¢ to establish a capacity to find and implement a
sustained small water system development program.

A distinct feature of the Barangay Water Program (BWP) is
:I.tsccncemdm:thetypeandsizeofsystenﬂclou?
requirements and that the systems be owned, amorti- .,

7
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ew of the
users cnemselves.

Under BWP I, 390 Level I facilities and 113 level /111 |
systems will be campleted by 30 June 1982, 1 '

For BWP II vhich will end in December 1985, it is expectsd
that approximately 1000 Level I facilitiss and 300 Lewl
I1/II1 systems will be installed.

3. Rural Service Center Project2/

This special project was developed to address the needs of
rural chartered cities (autoncmous from the provinces)
which were excluded from participation in the previous
local development projects. The project. continues PDAP
overall thrust toward development of capacity to serve
local needs. A distinctive feature of RSC is that it is
more explicitly focused toward

the poor living in the rural barangays within the
chartered cities. The project's stated objectives are to:

- Create a woriing administrative capscity in selected
clties;

- :I.nvolve:hepoorind'zedecisim-mking process on |
: matters directly affecting them;

- establish systems to plan and implement social action
projects; amd

- establish a sustained commdtment by local governments
and the national govermment on issues ard problens
relating to the poor.

level I systems are marmally operated pltcher pums serving

 households within a radium of 250,000 geters.

level II systems utilize a motor driven pump delivering water from a

.storage tank ‘to several standposts servirg at least 10 households.

Level III systems provide a direct commection ¢ each household.
Also referred to as City Developrent Assistance Program (CDAP).
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Under the project the GOP provides small grants for
locally identified subprojects to be implemented by
assoclations of the poor. The project has been piloted in
16 cities and over small infrastructure and
income-generating projects have been financed. The GOP

‘i%é% expand the program to an additions]l six cities in

Real Property Tax Administration

The project was initiated in 1978 as a direct folldw W aa

pllot work under the LOP. The project was developed in

Tesponse to the need for additional resources to Support

;l;cal development efforts. The objective of the project
to:

- test and develop improved tax systems for national
replication; and

- develop a capacity at central and local government
levels to expand and maintain the systems.

Project administration was transferred fram the Ministry
of Local Dewelcpzent to the Ministry of Finance in esrly
1982 after acaaerienci::g sericus Igplementing
difficulties.3/ The QP considers the improvememt of a
local teax base as critical. Under the MOF, a permanent
office has been established to administer RPTA Project for
the lorg term benefit of local governments since
provinces, cities and mumicipalities have camplete control
of revenues collected. The project involves a close
working relationship among the MOF, local goverments and
the Ministry of Local Govermment.

3/ Credit Is due to MLG for extensive early testing of new procedures
and sensitizing local govermments and local govermment executives to
the need and potential of improved real property tax sdministratiom.



Operation SPREAD

Provincial Development Projact
Flood Rehabilitation Program
Special Infrastructure Program
(equiv.) |

(PL 480 Trust Funds $36,789,194)

. Local Development Project

Special Projects:

= PRural Roads I (1976-78)

- Rural Roads II (1978-83)

- Barangay Water I

- Barangay Water I

- Rural Service Center

- Real Property Tax Administration
(Transferred to Ministry of Finance 1/82)
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= Surmary of USAID Financial Assistance to
CoF ProvineiaT DeveTooment Aaslstance Paseoma

(1966-68)

(1968-74;

(1972-74)
( 1973-74)

(1974-80) |

$15,000

$35,117

(1978-82)
(1981-85)
(1978-83)
(1978-83)

$ &0
$4,966
$10,800
$5,490

$5,595

$27,74

$6,184
$20,437
$1,600
$8,200

$86,538
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Evaluation of PDAP Experience

PDAP and the assoclated projects have been evaluated at various
stages. The May 1977 PDAP report concluded that the assistance
projects and QP Program were making significant contributions to
development of the capability of the provinces to plan, manage and
implement programs. The final PDAP evaluation report issued in
August 1980 provided an assessment of the general effects of the
entire GOP/USAID Program since 1973 and concluded that progress in
local development would exceed the original expectations. The USAID
Project Evaluation Summary (PES) report submitted to AID/W ixm*
November 1980 concluded that a mejority of the rural population,
particularly in the 28 provinces which participated mre fully in
the PDAP Program supported by the USAID assistance projects, have
benefited fram better planning, financing and implementation o
several hundred local development subprojects. Gathering of
longitudinal baseline data for impact evaluations was not part of
the PDAP program, however development professionals and casual
observers comment on the obvious impact that strengthened
institutions have had on the lives of the rural poor in temms of
basic services, income, and productivity.

A. Institutional Accomplishments

The 1980 Evaluation pointed to several institutional
echievements. As a direct result of the USAID-assisted PDAP
effores:

=  PDAP provinces are rapidly becoming effective systems of
governance and administration, quite capable of developing
their projects, their own management systems, their own

agerdas.

= A strong provincial executive office is emerging; it has
~ significant administrative and conflict-resolving

capacities.

=  Provinclal coordinators and development staffs have became
: vital actors, serving as executive staff, plamning
offices, and coordinating agents.

»  ProVvincilal goverrments now possess the technical,

~ administrative and political means necessary for the
management of their jurisdictions and the implementation
of national development projects.

»  Non-PDAP provinces have been positively influenced by the
organizational and capacity improvements instituted by
PDAP with resulting national policy and operational

dmgee.



%%

ANNEX C
Page 12 of 22
Development Impact

In addition to u;@ﬁﬁtwmmd]iamh the PDAP

am has had s t t on poor majority. A
go:;r.gderable portion of this impact results fram local
infrastructure projects conducted as PDAP gpecial projects such
as Rural Roads I and II, Barangay Water I ard II and Rural
Service Centers. This section first sets the general cqotext
for impacts fram local infrastructure projects hased on
worldwide experience, then cites specific exsmples of impact
obtained in the Philippines under the PDAP Program.

1. The Impact of Rural Roads Development
a. Global Experience

A variety of experiences worldwide have long
indicated the positive and pervasive impact of rural
road construction on the develcpment of rural areas.
This experience was recently ~ollected, summarized
and documented through the PPC/E Impact Evaluation of
Rural Foads which reviewed available literature and
conducted fleld evalustions in eight countrias,
culminating in a three day workshoo conference last
year.

This intensive assessment established an impressive
list of positive contributions derived fram improved
rural roads including:

- substantially reduced transport cost,
- increased agricultural production,
- shift fram subsistence to cash crops,

- changes in crop composition in response ¢
better market opporturities,

<  expanded use of new agricultural technology,

- improved access to extension and private
cooperatives,

-  expanded agro-industrial, industrial, and
comnercial enterprises,

- increased employment, espacially in the short
nm,
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- increased land valuas,
- increased marketing, aspecially along the road,

‘= dincreased access to and usa of purchased
consumer goods,

- increase access to health and education
services, and

=  improved autlock and optimism about future
development.

Clearly, very few, if any, rural road activities can be
expected to provide all of these impacts, nor would all of
them necessarily be positive. In general, results show
that all residents of a road influence area will benefir,
with larger land owners who have the productive capacity
usually capturirg a proportionztely greater share. In
addition, empirical evidence suggests that penetratica
roads have greater beneficial impact .han upgrading of
existing roads. This would indicate that careful
selection of sites, particularly for new, penetraticm
roads for areas with higher concentration of poverty
groups, would perwit greater incidence of beneilits to che
targeted berncficiarias.

b. Specific Impact of PDAP Rural Roads Activities

What then have been the specific resulcs obtained in
the Philippines from these kinds of activities? The
rwal rmads projects have had the dual cbjectives of
(1) institurionalizing a permanent capacity and
camitment at national and local levels to fund and
implement a continulng rural rcads program and (2)
Increase efficient road access for the rural poor to
market service centers. It has been generally
assumed that if these objectives are zet, other

. vdevelopment benefits, of the type and nature listed

,- above, will then accrue to the beneficiaries in the
influence area. Therefore most evaluations have
focused primarily on determining whether ard how well
the institutional and physical objectives have been
attained.

“

<
&
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These findings are well sumarized by a recent auwdit
Teport of the Rural Roads II Project (Audit No.
2-492-82-09) which concludes that the institutional
objective has been largely achieved. Rouds are baing
built in a timely wanner and in accordance with plans
and specifications. Where provinces had little or mo
infrastructure plamning, design or construction
capacity before the project, they mar have an ..
established capacity in these areas.

Decentralizaticn of provincial and barsngay rural
roads is evidenced by the shifting of GOP
responsibility for such roads fram provinces

the Ministry of Public Works ard Highways to the
Ministry of Local Govermment.. In addition, the GOP
has developed a system to assist local goverrment
with the financing of maintenance and the procurament
and repair of construction equipment.

However, in addition to these institutional impacts,
direct develogmental impacts on target beneficiary
groups have also been identified. As described in
the PPC/E cocrdinered Pailippine Rural Roads Impact
Bvaluaticn of Mazch 1981, alzost all road subprojects
stimilated increased cucpetiticn amorg vehisle
drivers, reduced transport costs, improved
camunications, and expanded murketing

opportunities. Spollage has been reduced and farmers
are receiving significantly higher prices for their
produce. Some farmers have shifted to higher-velus
fruits and vegetables. When interviewed by the
evaluation teazs, most rural residents indicated that
the road interventions had improved their
"quality-of-life'. They cited such exmmples as
reduced travel time, more comfortable rides, and
year-rourd ability to reach nearby towms by motor
vehicle for medicsl and other emergencies.

While mot all subprojects were ccoplete successes,
and scme even had soxe adverse impacts, ''the great
majority of rural residents interviewd claired to
have benefited from road construction" (Impact
Evaluation, p. iv). The following examples drawn
from the Impact Evsluation illustrate the development
impact of the rural roads projects.
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Tha linking of the Barrio of Matipoc to the
Mmicipa’ Zenter of Calaca resulted in:
"increased agricultural production, attributable
to improved access to such items as fertilizer
arxl agricultural extension information providad
by the road. T.. 3 i3 particula 'y true with
respect to coconut ard tamato pre ‘wmtion. Scome
people have increased their pig stock because
pig feed is now more easily dtained froer the
lacion. In a mmber of areas, the
construction of improvements or additions to
houses offers evidence both of increased ircome
and of easier access to transportation of
bullding materials from Calaca." (p. B-4)

In the area influenced by the Pawa-Santa
Magdalena road, "farmers have reported
substantial increases in rice production as a
result of increased use of fertilizer, stemming
in part fram easier access to ferrilizer stores,
ard the reduced cost of transportation to und
fram these scores.” Also, "‘there have been
drumatic impacts in the Santa Magdalena-Talacnge
section. As a result of icproved access, use of
forvilizar increased a3 did szTicultural
production. Higher prices were offered for
<(n'ops l;t):r;h at the farm and at nearby markets..."
po B" .

"Travel between Magbayan and Castillejos, for a
variety of purposes, seems to have increased
considersally after the road was improved,
providing benefits that are often difficult to
measure but nevertheless very real to area
residents. Many houses, especially in Naghayan
and along the road close to Castiliejos, are
concrete block structures. Radlos are
camxorplace, and 7 houses in Nagbzyun reportedly
nov have TV gets." (p. B-7).

"As a result of the road im»rovement, this
traffic to Vito Junction hus in-reased
markedly. Receipts to the barrio from the
rental of stalls or market day have increased
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forty percent. Commercial establishments, like
restaurants and sari-sari stores, have
benefitted from ¢ in visitors, and
there is evidence of some physical erpansion.
While the evidence of the rovad's impact on
fishermen is more embiguous, it 18 clear that
fish prices have increased at the Vito market,
and t the fishermen's cptions have increased
since they can now sell more reedily and with
reduced spoilage to the wholesale market at the
blacion of Sagay, scme eight kilometers from
unct itD." (Pn B-B)o

The Impact of Local Witer Development

The objectives of the Barangay Water projects are to: (1)
provide safe, reliable; low-cost water systems to small
wral carmmities, and (2) zvelop national and local
govermment capacity to plan, organize, finance, install,
and maintain Barangay cooperative water systems.

In meeting these objectives, the projects have had
conslderavie 1zpact on targert nousenolids and commumities.
While lack ci baseline data exd a sephisticated evaluation
progran meke; it 4ifficult to measure health benefits in e
quantitative sense, health workers and other field
observers statn that significant health benefits are being
achieved. Rural health workers report a rapid increase in
the construction of water sealed toilets resulting from
the water improvements. These improved sanitary
facilities should lead to long term huaith benefits.

Affected commmities are benefitting fram a wide varisty
of economic activities which were not possible before
ingtallaticn of a safe, relisble, year-round water
systen:.. Household poultry ralsing has expanded rapidly
and nurerous coomercial poultry enterprises have been
established. As a resuit of lmproved water supply,
households now have more livestock. Reports indicate that
a large m.aober of families have increased their muber of
pigs arxd cows. The resulting increase in poultry and
livestock has expanded considerably the use of organic
fertilizer thus reducing purchases of chemical
fertilizer. While vegetable growing used to be a limited,
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seasonal pursuit, it is now a thriving, year-round
activity supplying produce for both commercial and
household consumption. Backyard vegetable gardens are
being mxpanded in the dry snascm primarily where gravity
flow systems are located. “his is improving £am.|gy
nutrition and providing some monetary return. Project
monitors feel that econamic beneiits resulting from water
improvements have increased household incomes by at least
20 percent. .o

The Barangay Water Program has provided participating
barangays with the opportunity to manage their own
development project. The various training programs
offered by the Program have strengthened thr management
cepabiiities of offices of barangay water associations.
These aspects make this program different fram most
previous QP activities. The following specific examples
1llustrate the benefits of the local barangay water
projects.

=  Before the project, San Pedro residents dug through
. the sand of the dry Taneuen River Led o get drinking

water during the dry season. Ibajay ard
Maloco-Capiiiran residents depended on shallow and
open~cig wells cr relmwater collected from dusty
roofs and stored in tanks which were often rusty.
Lolomboy residents either bought their water from a
neighborirg barrio or obtained it from a shallow well
which wes not considered safe by medical
authorities. Now, all commmities have a safe,
year-round, supply of piped water. Construction of
water-sealed toilets has Increased 30 percent; now
between 80 percent and 95 percent of the households
in these cammmities have water-sealed toilets.

- Whereas residents of Lolomboy use to pay an average
of P45 per month for water brought in by
,motorized tricycle, mcw they pay an average of
'" P24 for a continuous supply of piped water.
[

- Due to lack of water, families in San Pegro could not
age in backyard gardening during the dry season.
l?o%, at least 70 percent have year-round backyard
ardens. Household piggeries have increased in San
dro with about 60 percent of families now raising

pigs.

\}
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Barargays Talaga, Evmanuel and Sen Pedro in Batangas
Provimeuchha;ea: lenst': three new commercial
poultry operations following the campletion of local
water systeams.

In a Luzon barangay the project has had both econamic
and institutional impacts. The improved water systam
leadtosuchmhicreaseincmnmberofca\qa ta
dairy cooperative was esteblished. Based on the
experience gained with the water activity, the
barangay wafer association expanded to include a
daily cooperative. A Manila firm now buys all the
milk that the commumity can produce.

3. Development Impact of Other Local Development Activities

Real Property Tax Adirlnistration Project

The project seeks to strengthen local government
financial capability by improvirg local tax mapp

?
. Tecords management, tax assessments and collections.

Although presently behind schedule, the restructured
project nevertheless is having a significant impact
on same commmnities.

An evaluation conducted in 1980 showed an increase of
taxable parcels of more than ten percent in a
majority of the mmicipalities. However in some
mmnicipalities the mmber of taxable parcels was
Teduced due to the elimination of duplicate tax
declarations for the same property or declarations
that were no longer valid. Overall under the project
total assessed value increased in 85 percent of the
mmnicipalities while collection efficiency improved
in 58 percent.

A 1981 audit report (No. 81-12) indicates that in the
eleven project commmities visited by the audit team,

- tax collections increased by 66 percent in one yuar,

Whil> all of this increase cennot be attributed
directly to the project, the results certainly point
out the potential impact of improved real property
tax administration. The most rapid increases
occurred in Albay Province, Lucena City, Baguio Cicy
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and Legaspl City where local govermments took a fimm
stand. In aoe case, properties with delinquent taxes
were put on the auction block, in two other cases no
business licenses were approved until all past sad -
aurrent property taxes were paid. It is important to
note that small homelot owners and small-scale farm
owners have to pay littls or no real property taxes.
The principal problem has bsun with larger property
holders, especiaily on land that has been upgraded
(e.g. agricultural to industiial use) but the owners
have not paid a fair rate. Tha improved system will
correct this situation.

In five project mmicipalities in Antique Province,
tax collections increased three-fold in vz year.
Tax collections for the mumicipalities of Barbaza,
Bugasong, Caluya, Laua-an, and San Remigio went from
$7,068 (P56,546), for the four-month period
October 1980 to February 1981, to $20,849
P166,790), for October 1981 o February 1982.
though part of the increase resulted fram the
paying of delinquent taxes and therefore cannot be
expected every year, the drewatic increase once again
demonstretes the potencial izpact of impruved local
tax aczinistracion.

Rural Service Centers (RSC) Project

The objective of the project is the decentralization
of decision making by strengthening local gosermments
and the provision of the capacity to assist local
barangay groups to successfully design and implement
subprojects which respond to basic social and human
needs of the poor. The project was initiated in 1978
and now irvolves twenty-two chartered cities which
include extensive rural areas within their boundaries.

An evaluation of the project in May 1982 indicates
,that the project is having considerable impact on
poverty groups. The evaluation studied 26
income-generating subprojects most of which were
already providing benefits although underway for only
a few months ir mamy cases. Fully 60 percent of
those surveyed indicated their incames had increased -

6/7
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a8 a result of the project while 33 percent indicated

their incomes were, as yet, unchangd. S

respondents reported an avarage increase in monthly
fmilyincmeof$15perfmiym,:resmtinga:mto
twenty percent increase in total income. Eighty-six
percent stated that eubprojects are having
significant miltiplier effects and 87 percent felt
that subprojects have increased overall
socio-econamic development in the barangay. In
addition to these income impacts, 76 percent believed
benelits were being distributed equitably.

As well as improving the well-being of
gsl;ps, the RSC project also seeks to pramote local
lvement in the decision-making processes. The
evaluation suggests that the project is succeeding in
this respect. The survey reveraled that % percent of
participants feel that the subprojects have increased
solidarity and cooperativeness within the barangay.
Also, 71 percent believe they are more in control of
their destinies and better able to b about
changes in their commmity. These results are
particularly encouraging because they suggest that
part-cipating barangays have the appropriace attitude
to independently undertaice self-sustaining
development activities.

Of the ten subprojects included in the survey, the
Malitam deep sea fishing subprolect in datangas City
&ppeais to be one of the wost successful.

only four months old, the enterprise is generat
$114 (P910) per member or an increase of $40

(P325) over their previcus monthly income level.
The subproject provided a loan to the local
association for the purchase of a fishing boat and
related gear.

, ¥hile mst of the 26 subprojects evaluated have cnly
been operating for a short time, most show various
degrees of ''preliminary success' while only three

to be in trouble at this early stage. The few
subprojects that are in trouble did not have adequate
feasibility studies prior fo their saiection and GOP
funding, or operational management is weak. Same of
this can be corrected. Useful dacta and experience
for redesign is cowing fram the problem subprojects.
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An example of a success is the First Natural Rattan
Fectory in Angeles City which has riseu from the
ashes of a burnmed out private factory. The naw
building was inaugurated in February 1981 and by May
1981 there were 56 workers making rattan furniture.
Ancther example is the Assoclation of the Poor of
Pandan which initiated & cement block factory now
employing six full-time and ten part-time workars,
all formerly unemployed and £rom very poor families.
In Roxas City, the Bai'ra Gas Pumping Statiom is

roving to be &n excellent monesy roject; its
gmk%lance in December 1981 mm:ll-dé%:pss‘,jooo. In
addition to providing inciume for the local
association, the gas station saves fishermen and
other gas/diesel users the trouble and expense of
going into toe— to get gas.

C. lesscns Learned fram the Broader PDAP Program Experiencel

1. Development assistance projects whose objective is to
strengthen localities so that they can on their own
icentirv, initiate, and irplement cevelopment programs
oust contain provision for a phased withdrawal of the
project control agency. Otherwise localities tend to
Decome Suporcinsites OL & cControl agency, subject to
operational constraints which suppress initiative and
self-reliance, produce ritualistic compliance systems,
prevent experimental responses to the differential
character of local cond.tions, and inhbit the development
of local organizational and managerial capacities. In the
case of PDAP, it was the effective sbsence of a central
control agency at a crucial point in its history that
enabled the provinces to achieve 'take-off’.

2. External assistance should be provided in the form of

:aﬁn_egible resources which can be directly glgy_ed unader
suthority o ocality.

Real discretion as to allocation of resources provides
local executives with policy and project alternatives,
with agendas of their own and the opportunity to prevent
visible accomplishment in their own right.

177 These lessons are summarized from "Lessons Learned: Provincial
Development Assistance Program, Philippines', by Martin Landau and
James Anderson (1980). The evaluation was supported by AID/W S&T.
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4,

5.

6.

%tu% ;;’E? 5. AS responsibilit
_ expe rt and "mseamh and developmnt

activities ceased, and "monitoring and evaluation' were
reduced to m—foma checklists. Its primary thrust
became t:hac of establishing coutrol and complisnce systems
and monitoring cleararce and accountability prucedures.
When line administration is allowed to overwhelm
experimental effort, opporturities for systamatic leéarming
and error-correciion are lost.

In projects designed to develop or strengthen local
administrative capaclty, care must be taken to select
panagement techniques that stimulate local administrative
develo t and to gvold those that tend to establish
tight hierarchical control over localities.

Projects intended to build planning capacity at thc: level
of local govermment must guard agsinst overlocading the
structure of local administra- tion with requirements that
are at best marginal. leocalities are saddled with
namerous distinet pianning responsibilities, mamy of waich

are 2f v vmlia tn rhan arnd poans ha -hmo-#'F{nA on gn:_mvw‘

of training or "leaming by doing"

The reperioire of a local development ;wdject should
contain both bounded and mbounded ilanv ing strategies.
Bounded (closed) plans rest on prioritias which are
translated into action sequences that fixllow a strictly
determined path. Unbounded (open) plans are strategls.
They are more general in character, less procedurally
exact, and allow for easy and rapid alterations.




ANNEX D
LOCAL RESOUNCES MANAGCEMENT
Loglical Fremework

LiLfe of Project:

From FY 82 to FY 89

Totsal U.S, Funding: $6.0 Mitlion
Date Prepored: 6/21/82

MARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE
INDICATOR

HMEANS OF
VERIFICATION

IMPORTANT ASSUIPTIONS

Goal (multi-phase prcogram)

To replicate snd institutiomn-
alize within the CDSSE regione
innovative apprcaches to
local development which pro-
mote grester self-reliance,
productive esployment, and
real incomes among disad-
vantaged residents in rural
aresg.

Heasurea of Goal Achievement

1. Provincial governmeats sre increas-
ingly determining and independent-
1y ecting upon locsl priorities as

Zurpose to Goal Assumptions

1. GOP will mske necessary
adjustmenta in existing
systems and procedures

3.

messured by:

a) A stream of locally inizieted
projects that support and pro-
mote self-help development
saong defined targel groups;

b) The exerciea of greater dis-
cretion by provincial gov-
ernments over the use of
nationally sllocated budget-
sry resources (e.g. BIR sllot-
sent) for locsl developument
activities;

c) Incressing local governnent cca-

tributions to develupuent sc-
tivitizs, Including creating a

healthy economic environment for

private sector involvement in
this process; and

%3 increasing mobilization of
commnity rescurces.

Provinciasl and regional plans and
project desigmsreflect a targeted
focus evolving from LRH and these
concepts are influenciug planalng
guldance to other regiouns,

Local reasource instituticns in-
corporating LRM lessons including

a targeted focus in their curricula

Reviev of provincial
and sunfcipsl project
portfolics and the
evaluation of their
impsct on intended
beneficiaries.

Reviev of local devel-
opment expenditures snd
guidelines,

Beviev of local goverm-
ment contributions to
local development,

Reviev of commnity cea-
tribution to self-help
development activifles.

Review of planes, pro-
ject destigns, and
planning guidance,

Review of curriculs
and training programs,

3.

to incorporate LRM
lessons,

Provinces and RDC's
will susiain commitment
to targeted development.

The MOB will komor its
commi taent to davolve
authority to regions
for sllocating devel-
opmsnt resources,

The GOP will continue
its poiiciea and
sctivities aimed at
putting into effect
regional development
planning, budgeting,
snd liwm agency
operations,

The GOP's regionaliza-
tion drive will sllow
for incressed provin-
cial and mmicipsl
psrticipetion in devel-
opmeni programming -
decisions and not tresuls
simply in centralization
at the renlanal level,
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NARRATIVE SUMMARY

JBJECTIVELY VERIFIABLE
INDICATOR

MEANS OF
VERIFICATION -

IMPORTANT ASSUMPTIONS

Project Purpose (Phase 1)

To identify teplicable, targeted
approeches to local developaent
i{n six provinces which can be
extended and institutionalized,
throughout the CDSS regions imn * -

subsequent phases.

End of Project Statua:

LRM developed systems and approaches
prove worth replicsting on expanded
scale basiaed on evidence that:

1.

2.

3.

-

Treck I provincisl etrategy

approach is:

a) resulting in ideatification of
subprojects which show clesr
potential for reapoading to
target group needs;

b) appropriate to PDS needs/capa-
cittes and flts witnin the
existing regionsl plasnning end
budget systems;

¢) enccoursging private sector parti-
cipation in locsl Jevelopment;

d) reshaping thinking of PDS toward
helping apecific target groupa
help themszives.

Track 2 financial wonftcring sys-
tems prove &) suitabie to provin-
ciesl/municipel need:, b} appro-
priste to provinciei/munictpal
financial ataff capsbiliitiea, and
c) useful in tdentifying actions
leading to Lncressed local revenues,

Track ) aciivities prove that

.closer cooperation between local

PV0's, other private sccior organ=-
izetiona or repressntatives, snd
municlipal governmeante can lead to
grester beneficiary participation.
in local Jdevelopment activities,

Review of RDC approved
subproject propossis
which have been or are
beiag implemsnted,

Assescment of how useful
provinctsl and NEGA
project staffs find
syateas and spproachss
that have baen dayclopcd
during Phase 1. Also,
project reportg, evalus~
tions.

_Sams ss 1b),

Same as’ 1§).’



NARRATIVE SUMHARY

OBJECTIVE:.? VERIFIABLE MEANS OF
VERIFICATION

INDICATOR

Project Outputs

1. Targeted strategy spproachas
developed and teasted,

i

‘2. Enhenced provincisl (PDS)
capacities to develop and
to obtain funding for sub-

projects in nuppbtt of ap-
proved strategies.

.
)

(D

&. Lessons ha.e been zufficiently docu-
mented and mansgement support mechan~
fsms are adequately developed to
permit replication of aclected
approaches and Jystems, ss measured
by:

8) Training modules foncorporating

LRM couceptas and m:thods
developed snd dn use; and

b) Provinces, NEDA, and locsl

resource institutions
working effectively as a
support network for LRM
expansion,

Magnitude of Outputs:

Approved initisl provincisl
strategles: (cumulative)

FrY 83 8 85

3 6 [
a) Approved snnual program plans.

b) Approved subproject proposals
developed by PDS.

Project tcpqrt!*2!§ f

evaluations,

Projact reports and :

=9

evaluationsg.

LRM project records
snd evalustions of
responsivensss of
atrategies to local
needs.

Project records and
evalustion of degree
of fit between sub-
projects, plsns, sad
atrategies.

Output to lntpoic

Assumptions:

Capacity to implement
subprojects will evolve

in response to the parti-
cular technical aceds of
the more i{nnovutive
projects under LRN--and
those capacities can be
developed through the ex-
fsting functionally define
programs of GOP, including
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MARRATIVE SUMMARY

ORJECTIVELY VERIFIABLE

INDICATOR

MEANS OF
VERIFICATION

THPORTANT A3SUMPTIONS

, Approaches for encouraging
privete sector iavolvement
ia local developaent devel-~
oped and tested,

€) Evidence of better provincisl

- 4)

n

a)

b)

technical, so:isl, cconomic,
and cavironmeatal fcasibilicty
studlies submitted to RDC in
suppori of scbproject pro-
posals,

Key provincial staff orlented
end trainad o besic LRM
approaches: (cumulsiive)

8 8 85
24 40 40

Inventories of private sector
firme aad orgenlizations, thelr
capacities and Interests pre-
pared and tested by provincsial
governsents ss means to help
define the role of private sector
in subproject {mplciwntatlion,

Incentives for stimulating
greater private secior parti-~
cipstion ia locsl duvelopment
fdentified and testud,

Review of progress
in preparing better
subproject feagi-
bility ctudisa.

Project recocrdg.

Project techgdg
and evaluations.

Project records and
svaluationg.

USATD~supportad Rainfed -
Resources Developmont sad
Rural Enterprise Devel-

opment.
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MARRATIVE SINGIARY

OBJECTIVELY VERIFIASLE
INDICATOR

MEANS OF
VERIFICATION

5.

Provincial -onltorin. sad
svaslustion systems developed
sad in use,

Budgat systems reaesrched sad
spprosches recosmended to
incresse provinclial discrstion
over budget sllocstiona for
local development,

Isproved provincisl and
municipal systems, proceduses,
and capacities {n local
financial sdministration.

a) LRN subprojects are regularly

monitored/evslusted,

b) Subproject evolustions surve

80 8 bssis for implemcutsation -
sdfustments and lessons urs
incorporated into design of new
subprojecte.

Sete of vesecarch findings snd
recommendations,

s)

b}

€)

Multi-yesr forecasts of s evuenucs/
exnpenditures; monthly souitorfing
system on revenues/expenditures;
financisl tread monftoring

systes 63 ¢ basis fo7 recomsends~
tions on improved finsncisl manage-
ment systems, policlea, wid
practices,

Key provincisl snd sunicipal steff
orfented and trained in turc-
casting and monitoring ot revenues/
expenditures,

More revenuss ave generaied s8s a8
percent of "collaeciibles,” und
savinge sre schieved through more
cost-effective sdministration of
public enterprises and scrvices
at provincisl /municipal Jevel,

Project recoxds,

Review of subprofject
implementstion reports

snd cvsluation of changss

t» subproject dasigne
over time,

Frxoviacisl asd -nu‘ci- .

pal fimancisl repocts.

LM project avslustios,

Evsluation of trsining.

Reviev of reveaus
performancs,

More sccursts disgaceis
of fimsncisl streagths
and veaknessss wili
sesult in effective
action,
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MARRATIVE SUMARY ORJECTIVELY VERIFIASLY MEANS OF IMPORTANT ASRNPTIONS
INDICATOR VERIFPICATION
7. Approaches tested for linking Actual sctivittes to be d:termined

private sector activities in
beneficiary organizstion to
provincial and munictpal
development activities relsted
to s selected target group,

Project inputc

Technical Assistancd
Training

Commodicics

Rzecarch

Per formence Paymeats:
gvsluations

Coammity Projects

by PVO’s, other privete s:ctor
orgsnizstions or representstives,
and local governments bas:zé on nseds
and potentisls of terget group °
selscted by p.ovince,

{mplementation Target (Type and
gglnt!tz!:

b {$000)
770 2,730
250 140

- 200
-~ 320
bt 2,125
5 )

PYO veports snd LEN
svaluation of experiencs,

Signed sgresmentsy Policies snd procedurcs

sad contsactey, for implensntiog LRM
will be established snd

Project secocds, put into effect in &

timsly manner,



ANGEXE
FEASIBILITY ANALYSIS
A Tedmical Considerations

LRM institutional development efforts build upon priocr GOP investments
and experience in strengthening provincial and regional capacities for under-
taking development programs (e.g., under PDAP AND IBRD-supported Regional
Development Assistmczgf LRM plans to rely fully on existing orgenizations
ard staff capacities for its implementation. The project does not intend to
introduce structural changes c¢r develop new production-criented technology but
will introduce tested technologies es apprepriate. Rather it proposes to
develop and test more responsive approaches to local development. Such
approaches will be innovative requiring a reorientation of current local
govermment thinking towards people centered plaming and more targetted
development activities. The development of poverty oriented strategies will
require new skills in poverty analysis and new management techniques.

Analysis of national, regional and provincial leadership and capacity
indicates that skills and training in socislly oriented plamning and sub-
project implementation are relarively undsveloped. There ls, however, abun-
dant evidence from the PDAP experience to show that local govermments, given
the proper training, guidance, and financial support, can undertake each of
 the 3 LRM cozponents, to wit: (1) strategv end subproject development, (2)
locel finance acministracion, and (3) beneficlary participation. There is
also good evidence thdft local goverrment units can handle several or all of
these compenencs simulitanecusly wichin a single development program or
activity. The best examples of this are the Antique Upland Development
Prograz and the USAID-assisted Rural Service Centers (RSC) Project, both of
which are described in detail in the Soclal Soundness Analysis below.

Briefly, the Antique program combines all the components with the
exception of efforts to generate local resources for its development program
(it has relied cn existing GOP revenue-sharing allotments and on outside
sources of funds). The RSC project, which focuses on econcwmically depressed
villages rather than resource-based poverty groups per se, combines all of the
LRM components but research and strategy formulation (though local govermzents
under RSC do undertake basic soclo-econcmic research to identify the more
depressed villages and use that data in helping beneficlaries identify
potential development actiyities). In general, the Antique and RSC
eégsegbi?ce, among others,l/ indicates that a project like LRM is technically

e.

1/ Other relevant experience is the USAID-assisted Barangay Water
Progran, which combines project design and implementation with beneficlary
organization; the Buhi Davelopment Project and the Palawan Agro-Forestry and
Upland Development Project, beth of which are recent attempts to replicate the
Antique program; and the ADB's integrated development program in Pelawan.

/00
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. In any event Phase I is designed specifically to test the feasibility of
LRM developed approaches. By the end of Phase I there will be substantial
experience to base a judgment which approaches are worth veplicating. In
addition, there will be knowledge about the requirements along with cost
effective means for orienting and training provincial and mmicipal officials
in IRM type strategizing, program plamning ancl subproject development on an
expanded scale.

1. Assessment of Financial Administration and Budgetary Procedures

Many fiseal reforﬁs have teen enacted by the government in pursuance
of the national policy to ''guarantee and promote autonamy to local goverments
by giving them ('E: power to create their cwn sources of revenue and to levy
taxes''. However, the improve. nts in local goverrments financial
administration and devolution of budgetarial authority have been disappointing.

A 1981 Syracuse University study* under AID contract pointed to .
bullt-in disincentives for lo:al govermment units to mobilize and improve the
management cf financial resources. For example, Bureau of Internal Revenue
(BIR) allotments average from 40-60% of total local government revenues. As a
result, 40-607% of local government expenditures are not locally controlled but
mandated from the central govermment. The net result is that many local
govertments ¢o not maxe serious efforts at {ncreasing tex efforts in the
expectation of a continuing national allotment. Secondly, since the majority
of local govermment expenditures are mandated there is little incentive for
local goverrment to increase its own taxding effort considering that major
allocation decisions are out of their contxol.

Other findings show that many taxing sources of provinces and
municipalities are not being fully tapped and local goverrment officlals are
not fully aware of the authorities granted to them under the law. Much of the
problem stems from the lack of technical know-how, insufficient tax
information or in general, wesk financial administratiom.

: Under PDAP, an attempt was made to improve local government financial
mobilization through the Real Property Tax Administration Project. The
project activities suffered varicus administrative problems which are now
essentislly resolved with a transfer of administration to the Ministry of
Finance who control the tectmical perscmnel at the local government level.

The RPTA remains an important resource for local governments but collection of
other taxes e.g. the business tax, and other messures and approaches to
administration need to be improved.

The Syracuse University study referred to above on local governments

finance also concluded that in the long run, three kinds of changes are
necessary: ''The most important is to Increase the incentives for local

*® Strengtheninz the fiscal performance of Philippine Local Governments:
Analyss and Recommendations, Eyracuse University report dated 6/81, Financed
under AID/W Local Revenue Adminis

tration Project.

/01
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governments to mobilize more resources. A second is to give local govermments
some additional latitude in their fiscal decisions, thereby increaging their
accomtability as well as their autoncmy. The third is to increase the flow
of resources and technical assistance to the local level." The Syracuse study
also recomrended reforms in three important areas:

(a) Needed changes in the allotment system; -
(b) Institution of a credit financing scheme; and
(¢) less mundating of local govermment expenditures.

. The LRM project plans to address the prdblems identified through

rovepents in local financial administration (capacities and procedures) and
by sponsoring analysis on policies that constrain local government capacity cr
act as disincentives to mobilization of local financial resources. The
success of the project to a great extent rests on local governments' capacity
to gain control over the use of locally generated and natiomal intermal
reverue allotpents. However, they will not be given cuntrol until the MOB and
MOF have confidence in their ability to mobilize, manage, and account for
funds. The RSC project has been able to work with city governments in
developing better procedures for administration. These procedures should
generally apply also to provinces and municipalities.

Tte Budget Process

The following sttempts to summsrize the essential features of the -
present G budzetary process and the implications for USAID-supported -
projects including IRM:

The overall policy framework for the budget is set by the Development
Budget Coordinating Committee (DBCC), an interasgency ministerial committee .
consisting of the Ministers of Budget and Finance, Director General of NEDA,

and the Governor of the Central Bank. The DBCC translates the broad plamning -

objectives, priorities, and targets of Goverment into specific rasource

guidelines.

It is the MOB that controls the amual budget process. Calendars,
forms, regulations, etc. are prepared and enforced by the MOB. All budget
requests are submitted to the MOB in the first quarter of the year precaling
the year in which funds will be expended. Budget requests sre formulated on
the basis of work units to be accomplished and eer:imates of costs.

Ar the regional and provincial level, there are essentially tiwee in-

terrelated budget components in the overall cystem which are of primary
concern: , '

* 1. Anmal Operating Budget;
2. Infrastructure Budget; and
3. Regional Budget.

For LRM the regional budget is the most important.’ The GOP in 1978
~introduced a regional budgeting review system developed with the assistance of

) ot
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the IBRD aimed at: (&) "involving the countiys.ice in woe nacionas sopuEnt
program," and (b) "encouraging the decentralization of goverment cperatimme".

: Under the system, regional line agencies, provinces, and cities
‘submit their budget proposals to the RIC for review. The RIC is to insure
that the requests are consistent with regional and national prioritiss. With
RIC approval, the proposals are submitted to the MOB which holds hearings at
the regional level.* Following the regional hearings, the MOB prepares a con-
solidated budget for final review by the Executive Review Board. With its
recammendation, the President submits the budget to the legislature, which
issues an Appropriation Act. Once the Act 1s pessed the implementing agencies
prepare detailed action documents (feasibility studies, finmancial schedules,
implementatiocn plans, etc.) required for each release. The releases are
broken into quarters to 'promote an orderly pattern of disbursements which
does not outstrip receipts''.

The following gives the usual staps and timing for securing budget
allocations through the regional budget process: .

Continuous =  Province/municipality develop preliminary.
_ project proposals for Provincial Development
Investment Plan.

‘August - Regional cycle begins with NEDA Regional Office
prepering annuel Regicnzl Development
Implementation Plen (RDIP) for 198 (in
conformity with eoproved 5-year plan).

Novezber -  Submission of provincial programs/projects and
oo : agency operating budget.
- Reglonsl prioritization of subprojzcts/programs

on sectoral basis in consultation with line
agencies, provinces and others.

December -  Program/project documents with pre-feasibility
. - and budget estimates completed in preparation
for Regional budget hearings. Agerx:y operating
budgets including Regiomal NEDA also submitted
. and reviewed.

: Jan-Feb - Regional budget hearings: Review of previous
o ‘ year performance against budgets; New budget
requests defended. Revision of budgets as
necessary and inclusion in anmual RDIP.

* The regionalization of t:he.budget process is still at an early st:aie
but promises to give the RDC added stature and authority to coordinate loca.
governmant and line agency activities by virtue of its reviaw/approval

prerogative.
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e - OB sibmits cmsoudmd budget to m:m
myte o 'President: submits budget to the Iegislature
on/before Dec 1983 -  Legislature passes Appropriation Act.

on/before Dac 1983 Agencies/local governments submit detailed

action documents on each program/project to
Ministry or implementing agency e.g. RDC in the
case of LRM.

“January 15, 1984
Implications for USAID

First budget release for first quarter.

(1) The budget cycle, i.e. preparation, authorization and execution
* (release) requires almost two years to couplete. Provincial Projects to be
‘budgeted for and monitored by the RDC must be identified and the pre-project
preparation must begin at least 18-24 months preceding the begimning of the
calendar year for which subprojects are to be implemented.

There 15 a tendency o tTy to bypess the systsr and secure
resolution through e supplemental budget process in Menmila, The many
''end-runs'' have subverted the regionalization and decentralization gains and
longer term objectives of an orderly budget process. Unfortunately, for
NEDA's 1983 LRM operating budget and for CY 84 subproject financing, a
supplementary budget will need to be submitted through the RDC and by NEDA
central since the November submission date can not be met.

(2) The quarterly release system is the QOP's attexpt to enforce proper
financial planning, and execution of projects according to approved
schedules. The estimates are historically unreliable and there are either
shortfalls each quarter which delay projects or overages which require
managers to scramble at the end of each quarter to spend the money otherwlse
it reverts back to the national goverrment. Experience shows that many budget
proposals are either underestimated to enhance prospects of approval or
inflated (as much as 100%) to allow for umplamned contingencies. Either
device does not work to the benefit of the project in future years since MOB
takes their past performance into consideration when reviewing next years
request. Provinces must work to establish credibility with P‘DB by submit:ting
reliable cost appraisals.

The restrictive quarterly release mechanism also does not allow
provinces to work at their own pace. Given the critical need for flexibility
in experimental type projects there is need for multi-year funding authority.

IRM plans to work within the existing regional budget system, but

explore various alternative procedures on the books that provide greater
irplementation flexibility to provincial govertments. A proposed armual

/oY
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budget release direct to the province is one such alternative that LRM will
test. This follows an exdsting provisions for certain infrastructure projects
which allows funding for 5 quarters.

2. Assessment/description of Regional and Provincial Plamin_g Mechanism

The following provides a brief background and description of the
curent plaming framework as it relates to LRM. Part B.2 below gives
additional discussion of regional and provincial capacities for effective

planning.

The current Regional and Provincial Planning mechanism dates back to
1972. 1In 1972 the Comission on Reorganization proposed a landmark
decentralized planning movement under a Integrated Reorganization Plan (IRP).
The Plan provided for (1) establistment of regional field organization of
ministries providing field services, and (2) establishment of Regional
Development Councils (RDC) in each region with responsibility for coordinating
regional and local govermment activities and preparation of annual and long .
term plans. (See discussion of RDC given in Part B.2.b below).

a. Regional Development Investment Plan (RDIP):

To help implement the Plan, in 1974-75 the NEDA regional office
(NRO's) were established as the full time technical staff of the RIC's, To
backstop the effort, a Regional Development Staff (RDS) was established as
part of the Plarming and Policy Office of NEDA in Manila. With assistance
Zom the UIDP/13RD, NEDA mownced a major cechnical assistance effort to
provide guidance and assistance to the Regionalization process.

In 1976, work began in the development of a five year Regicnal
Development Investment Plan (RDIP) for the period 1978-82 which was to be
updated anmually. (The second five year develocment plan (1983-87) is now
completed. The RDIP's are designed to analyze the development problems and
potentials of various regions and provide profiles of resources, economic
development and social conditions. They include projections and targets for
crop production and industrial investment; demographic variables, labor force,
social indicators such as infant mortality, school enrollments, etc. As a
forward plamning document, the RDIP's have attempted to develop agriculture
and rural development oriented strategles for scme regions and
urban-industrial oriented strategies for others. In additiom , ther: has been
some emphasis on integrated area development plamming. The RDIP's contain a
listing of priority programs and projects to be undertaken mainly by line
sgencles, i.e., the focus of the five year plans has been on planning of
public investmencs which are primarily of an infrastructure nature under the
direct contxrol of the goverrment ministries. The RDIP's development programs
usually require provincial, mmicipal and city coordination/cooperation with
national agencies for their implementation Projects such as provincial roads
and water systems require Provincial Development Staff inmvolvement in design
implementation, and maintenance. Under the regulations, all development
programs and projects must be included in the RDIP before there can be

ml

national fund
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'b. Provincial Development Investment Planning

The provinces responsibilities for planning are provided for in
the Local Goverrment Code (currently under revision). The Governor and the
" Provincial Development Council are responsible for overseeing most plaming
actions of its mmicipalities. The actual day to day work is coordinated by
the Provincial Development Staff (PDS). The PDS works closely with mmicipal
officials in plarming and implementing local level activities and develcopment
- of their Town Plans.

In theory, the mmicips/ local govermment (town) plan is the
basic document from which provincis . development program plans should be
generated. The mmicipal plan req lrements are comprehensive in nature giving
detailed analysis and proposals for each sector, and 1 term plans for
implementation. LRM design analysils show that in general, the plans are
poorly done. This is to be expected given the lack of plaming staff in the
mmicipalities and the lack of resaurces to implement projects. What is
reflected in the plans are simply wish lists that have little relation to
funding realities.

The PDS generally serves as the link between the mmicipal
plamers and the provincial leadership. The PDS regularly meets with
municipal officials filtering out what can and camnot be done w'th available
financial and staff resaurces. The PDS also coordinates line agency
activities in the mumnicipalities. These mostiy informal consultation with
line agencies and mmicipal (and barangay) cfficials is the bacle for the
preparation of the Provincial Development Investment Plan (PDIP) which is the
long term plamning framework of the province. The PDIP follows the RDIP in
structure giving analysls of development problems, potentials, profiles of

provineial resources, econcmic deveiopzent and social conditions, and progras

and projects for funding. The PDIP is submitted to the RIC and forms the
basis for the RDIP. As in the mmicipal plan, the PDIP can become & wish list
since only a few of their priorities are finally reflected in the RDIP for the

subsequent fimding.

The PDIP is complemented and supplemented by various other
cial doc.ments developed as a result of the FDAP experlence such as the
Capital Investment Plan, Annual Investment Plan, soclo-economic profile and
others. Recently, the KKK plan has been added. (See B.2.3 below for KKK
description). As in the RDIP, the focus of these plans is on public
investment of an infrastructure nature.

The quality of the provincial plans is a function of the
nce and training of the Provincial Development Staff and their success
in coordinating or drawing in the assistance and resources of the line
agencies. In general, the PDIP have raflected line agency pricrities which
. may or miy not be local priorities.

JoL
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Implications for USAID Projects

(1) Analysis of RDIP's and PDIP's indicate that there are few
people centered programs or projects in the long term plans. Inclusion of LRM
strategies will require a major RIC reorientation.

(2) Line agenciles initiation of proposals and budgets at the
regional level and local level wculd appear to give them a significant role in
the selection of regional/local irmvestments. While they do have significant
influence on local imvestments, the majority of investment decisions are still
made in Manila. Delegation of greater decision powers with respect to
planning of programs/projects is going very slow. As a result, line
organizations plamning and project preparation to meet local needs leave much
to be desired.

(3) The RDIP and PLIP planning efforts do not link to
investments of the govermment corporations. These corporations are not
covered by regional or provincial budgeting procedures and generally they are
not represented in the RDC. In view of their significant resources and
diverse nature of their responsibility, there is clear need for a greater
flows of information and coordination with regional and provincial planners.

(4) The LPM proposal will require yet another planning effort by
the PDS to develop people centered strategies, programs and subprojects.
'I‘nere is need to review the various planning documents required by various
ministrias and agenciss to Insure that there Is no duwplication. This would
i—orove PDS efficiency to deal with LRM requirements,

The LRM project can provide added technical assistance,
management and planning services through the resource institutions for
strengthening planning and general efficiency. These resource institutions
are expected to influence the make up of programs and projects included in the
regional and prcvincial plans and can serve to coordinate other line agency
activities through its strong wonitoring network.

B. Institutional Consideratioms
1. Philippine Adninistrative Strueture

Traditionally, power and authority have been concentrated in the
central goverrment which stands at the apex of the Philippine administrative
hierarchy. Decisions flow along the usual hierarchical lines through national
ministries to a three-tiered local govermment structure of political
subdivisions, comprising 72 provinces, 1,594 mmicipalities (comparable to
u.s. counties) and 42,000 barangays (barrios or villages). In addition, there
are 64 chartered cities which are autcncmous units and act independently of
Erovincial govermments. These political subdivisions have been grouped into

administrative Regions (including Metro Manila) which have regional
acdninistrative machinery (Regional Development Councils) and responsibilities
for coordinating subnational govermmental programs in each regiom.
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GOP policy and plans (discussed in various sections and in Part 3
below) give evidence of a genuine attempt to move authority and control to the
subnational level. The reglonalization effort entails institutionalizing the
Regional Development Councils (RDC) and imvolving provinces in the
identification of development priorities under the Regional Development

Plaming process.

There have been other recent movements toward decentralization. The
Ministry of Budget has vested in the RDC responsibility for screening and
reconciling budgetary requests/plans of national line agencies and local
govertments as part of an anmual budget exercise at regional levels. The
Ministry of Agriculture has begun to decentralize its decision
authorities to give Regiomal Directors major control over policies and
programs that address problems that are region specific.

Actual devolution of authority has been slow, however, as theve are
still strorg pressures to retain centralized authority over the plamning
process and use of budgetary resources. The result is that local goverrments
still act largely as implementors of national programs. It must be recognized
that achieving accep.ance of such notions as poverty group imvolvement in
development plamning will require time and the comitment of influential
indivicuals at all levels of govermment. Furthermore, those attempting to
introduce bottom-up decision making approaches through LRM or similar programs
must guard against instituting systems and processes that can become subject
to central conxrol by the impiementing agency in Manila or even by the RIC.

2. Institutional Camacities

- IRM will work through several existing GOP structwures for
administration, subnational planning and implementation. The implementation .
plan (Part V) discusses the GOP administrative and managerial structure of the
'IRM project and describes external resources to be applied to help these
structures become more responsive to people's needs. The following sections
will discuss the organizational capacity to implement and maintaln the project
and the relation of project to QOP policy and plans. The analysis concerns
itself with the key actors: NEDA, the RDC, and the province.

- a. NEDA as the lead Azency for LRM

: NEDA is the central agency for national development planning and
coordination of program implementation. NEDA's leadership position as the
central planning body of the goverrment and at the regional level as the
execution arm of the RDC makes it & natural lead agency for the
implementation, maintenance and promotion of LRM. NEDA is also in a key _
posit:ii:: to facilitate and mobilize support and resources from national line
agencies. ' :

The proposed LRM organization will not require any major

recrganization or much new staffing. Key staff for the central and regional | -
management and technical units will be drawn from existing NEDA personnel.

/0%


http:commite.nt

/09

- 10 -

The NEDA units will be supported by resource institutions which are important
for poverty group plamning and process documentation. NEDA's addition of
planning specialists with analytic skills and graduate training in the social
sciences will be necessary at both the national and regional level. All other
planning areas are now within NEDA's scope and staffing.

There will be need to develop at the Central and Regional level a
small but highly motivated staff that is committed to LRM principles and with
enough experince to be able to deal with the difficulties and problems usually
encountered in launching a new and innovative p ogram. The staff must command
enough respect to deal effectively with the lir agency and provincial
officials. Also, the Regional/NEDA LRM coordis ‘tor must have authority to act
in the region and in the field without continual referral to Manila. This
decentralized decision making authority already resides with the Regional NEDA
officer. The prospects are good that LRM can attract an ambitious and
qualified staff from within NEDA considering that the project is new and
offers a substantial challenge.

MEDA's performance in Phase I will set the tone for LRM
expansion. It needs to guard against setting rigid controls which will work
against the project's interests. The lessons learned from PDAP regarding a
highly centralized and tightly controlled project administration should not be
lost in organizing LRM. (See Annex C for PDAP experience).

NEDA has been involved for the last 6 years 1a developing a
cocprenensive regional planning framewcrk assisted by the UNDP/IBRD. As such,
NEZA has considerable experience and capaclty in plarming and in coordinating
local govermment activities through the Regional Offices. It will however be
necessary early-on to hold workshops, seminars and team buiding programs
involving regional, provincial and resource iristitutons perscmnel to insure
clear understanding of LRM concepts and objectives. The roles and
responsibilities among actors need to be agreed to for effective actionm.

The lack of reliability and timeliness of imputs has been a
seriocus weakness in past government sponsored programs resulting in a great
loss of confidence in central governmment by local goverrments and
beneficiaries. NEDA's management and technical staff must work towards
developing confidence that technical support, services and funds flow are
reliable and provided in an efficient mammer.

v NEDA has gained considerable experience in dealing with field
operations through the implementation of such donor assisted projects as the
USAID supported Panay Unified Services for Bealth (PUSH) in Region VI. The
evaluation of PUSH indicates that NEDA has the capacity to administer AID
resources and coordinate delivery of services efficiently. A planned
expansion of the PUSH project also gives scme indication of the capazity of
NEDA to replicate systems. Region VI is recognized as among the more
capable. Institutional capacities in Regions V and VIII are not as well
developed, but the NEDA regional offices are adequately staffed and have
experience in supporting/coordinating local govermments activities which will
be very lmportant to LRM implementacion.
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Both NEDA Central and Regicnal offices will have a range of
technical and management resources to tap as needed. An lmportant management
tool will be LRM's continuous evaluation (i.e., monitoring, evaluatiom,
process documentation feedback system) which will keep the pulse of field
operations and signal problems that need courrective »:tion. (See Part VI)

b. Regional Development Council

Regional Development Councils (RDC) have been established to
coordinate the implementation of policles, programs and projects in the
regions. The ROC is made up of all the governors of the provinces, mayors of
the cities and Regicnal Directors of the National line agencies. (thre 3
shows the organizaticn chart for Region VI which is typical of other Regional
organizations.) The RDC structure provides an important mechanism for proper
linkages with all national line agencles, councils, boards, authorities
working at the subnational level. It should be clear that the implementation
of specific govermment programs and projects remains with the responsible line
agencies and local govermments i.e.,provinces, cities, mmicipalities. The
NEDA regional offices serve as the technical staff of the RDC.

The RDC organizations vary in strength and cohesiveness, owing to
(a) the uneven development within the Regions, whereby one province often
dominates the regional economy and (b) persorial influence of local officials
at national ministerial levels or with the Office of the President, which
tends to subvert the process of working through the Regional structure.

IRM will have to deal carefully with any local anamalies to the
usual regional crganizacional sttuccure. Uncder LRM the RDC will review and
approve provincial strategies, anmual budgets, and subprojects. Accordingly,
the RDC must strive for equal treatment of provinces on the basis of agreed
criteria. Procedures and responsibilities of the RDC in regard to LRM have °
been carefully spelled out in the implementation plan which includes strict
criteria for approval of strategles, rlans and subprojects. Project
management and technical staff need to insure that there is strict adherence
to the criteria. The design now provides that AID will review and pass on
first rond strategies to help insure that the basic standard framework for
plarming is high from the outset.

: There is concern of the RIC's ability to secure cooperation and
coordinate national line agencies who operace with a separate budget not under
ROC control. The Ministry of Budget's decision to have line agency budgets
reviewed at the regional level is a move to give the RIC an opportunity to
increase its stature and influence. However, the RDC does not have an
opportunity to review the aggregated (all-ministry) regional expenditure
program since much of this expenditure is presented at the naticnal level as
national programs. National govermment ministries account for about
two-thirds of total goverrment expenditures in the regions. When the
investment expenditures of national govermment corporations are taken into
account, the preponderance of the national government role in the regions is
even greater. Mobilizing and utilizing the resources of these agencies for
ge aWz of provincial development objectives is therefore & critical

sue for ,
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The presence of the NEDA Regional Director as the principal
executive arm of the RIC with direct linkage to the strong and influential
National NEDA should also serve to secure cooperation by line agencies. To
further strengthen LRM implementation, there will be need for careful
orientation and continual consultation with line agencies on LRM concepts and
proposals by national and regional LRM management and technical staff to
insure understanding and to avoid conflicts, but most importantly to secure
tecimical and financial support.

There is general consensus by NEDA and USAID that with the added
technical and managerial inputs provided by LRM and increasing responsibility
for allocation of resources, the RIC structure will be strengthened. The
RDC's are expected to take this responsibility seriously and prove their
ability to sustain the LRM program for the long term.

¢. The Provincial Govermment

The role of the provincial goverrment in LRM will be crucial -
since the province will have primary responsibility for plamning,
implementing, monitoring, and evaluating all local activities under the |
project. Moreover, the province will act as the principal communications link
between the RIC and the mmicipalities.

Two factors are likely to prove the most important in determining
whether a given province, if selected for LRM, successfully carries out its
responsitilities under the project. The first Ls the ccmiteat of the
provincial governor to the underlying philosophy ag well as modus omerandi of
IRM. Given the prestige and powers of his office,_/ the governor's
participation and leadership are vital if the kind of innovative thinking and
dedication to finding better ways to ascist poor groups in the province are to.
be inspired. The second factor is the quality, camitment, and (to some
extent) size of the Provincial Development Staff (PDS). Since the PDS acts as
the governor's technical office for plamming and project development and also
Ls responsible for some project implementation, how well it carries out these
functions r:7::-ren:1y should give some indication as to how well it will perform
under LRM.3: ‘

—2/Urder—the Local Goverrment Code, the governor is granted considerable p
owers and responsibilities, including general supervision of all local developme
nt activities, overseeing the work of national agencies operating at the provinc
1al level, and chairing the Provincial Develogment: Counecil, an entity that must
approve most proposed provinclal actions, including local budgetary allocation f
or local projects.

3/ A ''typical'' PDS has about eight professionals with varied training
and skills as well as a nuber of clerical and other nomprofessional support
staff. (The FDS staff level in any given province s limited by the amount of
revenues available from the province's general fund of which no more than a
fixed percentage may be used for salaries.) The PDS is haaded by the
provincial development coordinator, who reports to the governor.


http:re~s-c.si

.13 -

Is it reasot;.alile to expect fgi'clsvi:;cea I.mt‘:n’o have both the commitment and
the capacity to participate success y in The answer appears to be
for many provinces, though not all. On the question of ccmim, governoz:f
their staffs, and other local goverrment workers interviewed during the LRM
design period were very receptive and enthusiastic about the project. This is
natural since their provinces would stand to benefit from the project in terms
of having more finarcial rescurces available to support locally identified
developrent activities. Furthermore, the governors would have the opportunity
to strengthen their political base and the staff level personnel to improve
their technical skills through LRM. Though interest is not necessarily the
forerumner of comnitment, selection of such provinces as Antique in Region VI,
which has already demonstrated its commitment to (and capacity to carry out)
the kinds of approaches IRM envisions, should maximize the changes for project
success. (See the discussion in Part IV C about the Antique Upland
Development Program.) :

As for the question of capacity, there is ample evidence that marmy
but not all provinces have the basic competence to participate successfully in
LRM. Provinces which have participated in PDAP, for example, appear generally
to have the requisite capacity (See Annex C, PDAP Analysis). The PDAP
provinces of Iloilo, Albay, and Antique are three of several that stand out as
having very effective plamning and management staffs. Negros Occidental, a
non=-PDAP province, has also developed a strong staff and has very successfully
zanaged its resoces under the Speclal Projects. ZProvinces such as these,
with streng PDS's, should have little difficulzy in expanding thelr coverage
to LRM activities, including strategic planning for poverty groups. Other
provinces, whose capacities range from good to poor, will require
strengthening through tedmical assistance and training before they will be
ready to undertake the kinds of activities foreseen under LPM. .

Several cother factors which presently constrain the effectiveness and
efficiency of provincial govermments will be directly addressed by LRM. For
example, since even provinces with a high degree of comitment and techmical
capacity face serious budgetary constraints, the project initially will
provide most of the funds for subprojects. Over time, as LRM financed
technical assistance and training improves provincial financial
administration, the province should be able to take on more and more of the
.subproject costs. Also, the project should help to alleviate some constraints
arising from national level policies, e.g., the province's lack of budgetary
authority. On the other hand, LRM will not be able to have a direct impact on
the problem of recruiting and retaining qualified persomnel, which is itself
caused primarily by the QP's low salary structure.

In sum, the evidence indicates that many provinces do have the
comnitment and capacity to successfully manage LRM resources, provided they
recelve adequate training, tecmical assistance, and financial resources to
work with. .



3. IRM in Relation to GOP Policy and Plans

The GOP's development goals include more productive employment,
equitable income distribution, balanced regional development, and domestic

resource mobilization. The GOP recognizes that achieving these goals ::Ju&aa

greater decentralization, commmity participation and more responsive
efficient local govermment. The GOP has demonstrated its sericusness in these
efforts over the past decade through the building of local ertment
development capacities, the establishment of reg 1 plam and budgeting
machinery, and the launching of the Kilusang Kabuhayan at Kaunlaran (XKK) or
national livelihood movement. Other sections of the paper deal amply with the
local development and regional plamning activities. Given the similarity
between LRM and KKK objectives, it is worth reviewing the relationship betweem
the two programs.

The KKK was established on August U, 1981 by Executive Order No.
715. The program ains ''to spur the econcmic and social development of the
entire country by transforming the country's 42,000 barangays into
self-reliant productive commumities through the establishment of various
livelihood projects or enterprises to be owned and managed by the commmnity
residents themselves.'! The KKK's basic strategy is to motivate, encourage,
and develop private enterprise in the barangay. The entire movement will rely
on private and commmity initiacive, through local associacions and
cooperatives. The goverrment's expressed role is primarily to act as
catalyst, providing seed capital, the prizing activities, and the extension
wOrk necessary to assist local private elZorts.

Livelihood projects at to be developed in seven major econcamic
categories: agro-forestry, agro-livestock, aquamarine, waste utilization,
cottage and light industries, shelter and shelter camponents, and services, °
cdepending on type of land settlement (i.e., mountainside, uplands, lowlands,
or coastal). Priority beneficiaries include the landless rural workers,
wpland farmers, urban slum dwellers, sustenance fishermen, cultural
minorities, out-of-school youths, and disabled persons.

As the primary economic priority of the goverrment, the KKK 1s to be
directly managed and supervised by President Marcos as Chairman of the

Natisval Council on Livelihood or the Pambansang Lupon the Kilus:_r_lg Kabuirayan.
Members of the Cauncil, aside from the President, are ) ter ar
Virata as vice chairman, and the Ministers of Agriculture, Agrarian Reform,
Boman Settlemencs and Commmity Development, Local Goveriment, Trade and
Industry, ard Natural Resources, and the Directors General for Budget and
Management, Economic Planning, and for Media Affairs; the Governor of the
Cenrral Bank and the Chairman of the Levelopment lJank of the Philippines.

A national KKK Secretariat provides coordination, administrative,
financial and technical services. Minister of Human Settlements Imelda Marcos
has been designated as Secretary General of the Secretaria:, assisted by Dr.
Jose Conrado Benitez as Deputy Secretary General. Four nat.onal coordinators
covering the three major geographic regions of the country and Metro Manila
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‘have' been appointed, along with KKK action otficers in each of the 12 regiohé;".
~of the country. Various government agencles have been designated to assist
-the KKK program with technical and other support activities.

| While KKK's cbjectives are sound, ererging from an accurate realiza-
tion that past development efforts have not been sufficient to improve the
livelihoods of a majority of Filipinos, it is toe early to make an assessment
of the KKK's prospects for success in achieving these objectives. The program
1s experiencing the predictable start-up problems of any major nationwide cam-

Despite the many similarities in philosophy, there are very signifi-
cant differences between LRM and KKK in scale and approach. These can be
readily seen in the following comparison:

Program Characteristics

LRM
= concentrated In 3 core (ISS nationwide coverage

‘regions ,
- 's'pecifically t:arget:t:ed(oﬁ:é' . = basically unt:argetéed,
key poverty group in province. . ‘including all subsistence and
~ (mainly rurai) .~ other groups found in a
’ ~ locality (urban and nural) -
= provincial foaus @ - barangay and minicipal focus
- directed at development of = - little attention to capacity -
appropriate programming - building and use of standard-
procedures and capacities : 1zed programming procedures
required for innovative local developed by MHS
projects ’
= strategic approach to planning = emphasis on quick project
and project identification  identification and imple-
1ncluding mix of livelihood - mentation based on proposals
and small infrastructure projects by local organizations for
- livelihood activities
- incremental spproach o = = national campaign approach to
- implementation based on careful Loplementation aimed at early 3
documentation and evaluation widespread impact ‘
of experience S
concern for local revenue = . mobilization of rural bank
generacion to support local . credit for supervised loans

development ‘ to local organizations )

M"Y
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These differences suggest there is considerable potential for comple-
mentary efforts. In areas where both KKK and LRM are operational, LRM can
help strengthen the institutional capacities and provide a strategic framework
to enable local govermments to make better use of available KKK resources.
Meanwhile, KKK can provide substantial resources to accelerate local develop-~
ment and provide localities participating in LRM with a wider range of
experience in liwvelihood activities.

C. Economic Analysis

The need for stronger local govermment involvement has long been recog-
nized as vital to the successful development of the Philippines. The landmark
110 study in 1974 that laid che analytical basis for subsequent development
plannirg in this country emphasized the overriding importance of rural mobili-
zaticn and employment generation, along with a st:rg er export orientation, to
achieve an equitable pattrn of sustainable growth The first World Bank
"Basic Report'' on the Pnilippines, published in 19;? essentially concurred in
the findings and reccmmendations of the ILO study.2/ As the ILO report
noted,

""'the rural sector requires large investments in infrastruc-
ture, such as feeder roads, irrigation works and electricity;
the organization of mini-industrial estates; better local law
enforcement and methads of resolving conflicts. Many such
needs can be diasgnosed successfully only with substancial
local participaticn... At present, serious weaknesses of long
standing hamper tie ermcxency ot barrio, municipal and
orovincial governments. Iiprovem=nis oh & carefully selective
basis must receive the highest priority... High priority
must be assigned to improvements at the provincial level,
with special emphasis on the ability of this level to
coordinate hon'.zontallg and to commmicate effectively

with the lower level."

The Bank report noted in turn, that ''the shortage of trained personnel in

A'local and mmicipal governments, their lack of financial resources, and ths}r
limited expenditure powers have "been important constraints to developtnent:

and that

57 International Lalour Office (ILO), Sharing in Development, A
Programme of Employment, Equity and Growth for the Philippines, ILO and NBJA
Geneva and Manila, 19/4.

5/ World Bank, The Philippines, Priorities and Prospects for '
Development Washington, D. C 1976.

&/ 1o, op. cit., p. 67-8.
7/ World Bank, op. cit. ,p91
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"administrative reforms should aim at enlaiging local res-
ponsibility for formulating and administering projects and
programs at increasing financial and technical assistance

at the local level... Unfortunately, until recently the
system of public administration in the Philippines did

little if anything to foster local initiative. All too often
higher levels of goverrment were insufficiently informed about
local needs, in part the result of overcentralization.'"

' In the FY 82, 83 and 84 CDSS's, the USAID Mission describes an assistance
“strategy what will support the generation of more productive employment for
poor groups ae the key to poverty alleviation. 'This requires the creation of
more jobs, the pramotion of higher productivity in existing jobs, and the
long-run reduction in the rate of growth of the labor force to reduce the com-
petition for jobs. USAID is currently working actively with the GOP to
design projects against this poverty strategy in rainfed resources develop-
t::xd'xt, r_:uraé /privat:e enterprise development and fertility and infant mortality
uction.®

It is believed, however, that a considerable amount of locally-specified’
public and private investment and improvement in public services will be
required before these poverty oriented activities c.n successfully attain
their goals. Without initisl public investments and improvements in local
government capability to plan and manage basic infrastructure and public
service facilities, the efficiency of all other econamic activities will
remain low and nrivate sector investors will go elsewhere (or stay in
Manila). Accordingly, as both the ILD team and tne World Bank have long ago
pointed out, such locally-specified infrascructure and service delivery capa-
city needs to be further developed through such programs as LRM.

This, then, is the basic reasoning behind the Local Resources Management.
Project. It is seen as a vital effort to develop the local govermment
administrative and financial management capacity necessary to provide the
local infrastructure and services required for the efficient and successful
implementation of ell the other major elements of USAID development assistance

strategy whose focus is on poverty.

There has been a strong commitment by both GOP and USAID to avoid creat-
ing new organizational structures, but rather to seek ways to reorient exist-
ing governmental agencies and institutions in support of local govermments to
utilize existing hudgetary and financial procedures in more efficient and
effective ways at local levels, and to develop a cost-effective intergovern-
mental process that will be eventually sustainable without foreign donor
assistance and will serve as a model for GOP replication to the other
regions. It is the Mission's judgment that the LRM process as currently
designed represents the most cost-effective approach to strengchening the
desired capacities of local governments in the Fhilippines.

_8_/ " Ibid-, po 117. ‘

e
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The project is designed to upgrade the capacity of provincial governments
to develop more responsive strategies and plans and to identify and design
sub~ projects focussed on stimulating the more productive employment of
specific poverty groups. The capacity building will include the analysis and
consi- deration of economic and financial, as well as social, environmental
and other, feasibility issues. Each subproject will have to be justified on
either economic cost-benefit or cost-e ffectiveness grounds, in a manner
similar to that suggested in AID Handbook 3, and such justification will be
care- fully reviewed prior to subproject approval by the RDC and their
Regional NEDA Office staffs. To the extent possible, such econamic
feasibility analysis will also be used to screen alternative subproject
proposals for priority funding selection. The USAID-funded Econcmic and
Social Impact Analysis/Wamen in Development (ESIA/WID) Project has, in fact,
been laying the groundwork for this over the last four years, particularly in
Region VI, which actively participated in the project, developing suitable
methodologies for impact assessment and testing the administrative feasibility
of using them at the regional and local levels. NEDA's keen interest in and
support of the ESIA/WID Project has partly stemmed from the desire to use such
analysis as a way to help them make priority judgments among different project
proposals competing for the same limited funds. '

D. Socisal Soundness Analysis

The purpose of this project is to develop and test targeced approaches to
local development. The analysis presentad here does not, however, attempt to
assess the overall feasibility of a targetei approach for two reasons. First,
there is sufficient evicdence both in tne rhilippines and worid-wide to show
that a borrtoo-up, targered epproach to lecal develcpment is act cnly feasible
but is generally more successful in terms of appropriateness and sus-
tainability than the top-down, non-targeted approach. Thus, the analysis does
not need to justify the project is attempting to institute these types of .
approaches. Second, the major feasibility issues imvolved in implementing
this approach are better handled within the Technical, Institutional, and
Administrative Analyses sections of this Project Paper, since they deal with
national, regional, and local bureaucratic and administrative capabilities of
nandling tnis targeted approach. The social soundness analysis section,
concentrates primarily on the actual subprojects that: will be designed and
implemented using this targeted approach. It examines who the beneficiaries
are, what criteria will be used to identify socially feasible subprojects,
which project features will promote replicability and sustainability, and what
1s the likely impact of subprojects undertaken by local govermments using a
targeted approach.

1.  BENEFICIARIES

Potential direct beneficiaries of this project are the more than
630,000 poor families living in Regions V (Bicol), VI (Western Visayas) and
VIII (Eastern Visayas). Direct beneficiaries can be divided into four major
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poverty groups: landless laborers, upland farmers, subsistence fisherman, and
coconut £7mers (see Table 1 below for distribution of these groups by
region) .2

a. lLandless laborers and their families are probably the most dis-
advantaged group in the Philippines. Their only productive asset is their own
labor, which they are forced to sell in a highly campetitive and generally low
remunerative setting. Their situation is undemmined by seasonal employment,
declining real wages, the lack of alternative employment opportunities, and
their low levels of skills and education.

: TABLE 1
POVERTY DISTRIBUTION
Number of Foor Households (in 1000s)
rer Poverty Group in tkach Region

Region Region Region
Poverty Group 4 VI VIO1 Total
Coconut Farmers 95.2 15.5 115 225.7
Upland Fammers 33.7 63.5 48 145.2
Fishermen 41.4 35.0 59 - 135.4
Landless Laborers 19,2 62.5 44 125.7
TOTAL ' 189.5 176.5 . 26 £32.0

b. Upland farmers are nearly as disadvantaged. Although they are
generally landowners, productivity and farm-gate prices are low. Up to 70% of
their income is derived from off-farm and non~farm sources. lack of skills,
market isolation, and the absence of sufficient alternative employment oppor- .
tunities keep upland farmer incomes low.

c. Subsistence fishermen are samewhat better off than upland farmers,
but income from f£ishing is limited by a declining catch, low prices received
by fishermen, and a gemeral lack of boat and equipment cwnership. Since fish-
ing is often an employment of last resort for the poor, increasing pressure is
placed on scarce resources, resulting in lower catches per capita and serious
ecological demage (e.g., overexploitation and destruction of coral reefs).

9/ Derinition of poverty and more detailed descriptions of these four
groups are found in USAID CDSS's for FY 82, 83, and 84, and in USAID Foverty
Profiles prepared for each of these regions. See also relevant chapters in
Gelia Castillo (1979), Beyond Manila: Philippine Rural Problems in

Perspective. \
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d. Coconut farmers, although they are generally owner-cultivators and
have larger average holdings than other farmers, canprise the largest poverty
group in Regions V and VIII, and a lesser but still significant proportion in
Region VI. Major factors keeping their incomes low are declining productivi-
ty, absence of affordable and appropriate technology, lack of alternative or
supplemental income activities, and low prices received for their products.

The LRM project aims to improve the living conditions of these
direct beneficiaries by: (a) improving thelir access to and effective utiliza-
tion of their respective resource bases; (b) expanding employment opportuni-
ties, both primary and supplemental; and (c) increasing their access to
certain basic social services (e.g. water, sanitation, education).

In addition, the IRM project has several hundred indirect benefi-
ciaries. These are primarily the numerous provinciel and municipal officials
who will receive training under the project. This training is directed at
improving the capabilities of these officials to (a) undertake poverty-group
focused soclo-economic research; (b) identify end understand existing cons-
traints to increasing income, employment, and well-being; and (c) plan, _
design, and implement development projects which-benefit the target growp. The
training will also attempt CO change the existing paternalistic, top-down
approach to development problems in rural areas to an approach which allows to
the maximum extent possible participation by the beneficiaries themselves in
all aspects of the development process, i.e., problem identification, project
selection, planning, and implementation. This training -- both skill acquisi-
cion end actitudinal change -- will ultimarely enable these officials to
design and implement better, mcre appropriate, sustainable, and higher-impact
development projects for the rural poor.

In terms of addressing rural poverty in the Philippines, a project
like IRM is long overdue. Evidence from several sources shows clearly that -
disparities in rural income distribution are increasing despite fairly inten-
sive development efforts in the countryside. Among the reasons for this are:
(a) most goverrmment programs are not cargetted on specific poverty groups, and
benefits thus are gererally enjoyed by the better-off segments of society
rather than those in need; (b) there has been litcle attempt to encourage
local goverrnments to become partners in the development process, resulting in
not only a lack of comnitment on their part but a failure to take advantage of
their extensive human, physical, and financial resources; and (c) because the
government relies mainly upon top-down approaches to development rather than a
participatory approach whereby beneficiaries themselves assist in selecting,
planning, and implementing development projects, many local projects fail once
the government r¢moves its support.

The LRM project is an important first step in tackling the immense
problem of rural poverty in the Philippines. Although experimental, the LRM
is expected to have significant impact on che development policy and perfor-
mance of locsl government and over time should improve the conditions of the
rural poor. LRM's anticipated initial success should also serve as a repli-
cable model for the GOP in planning for assistance to the poor.
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2. SOCIO-CULTURAL FEASIBILITY

All LRM sub-projects will be subjected to social soundness criteria to
. ensure their feasibility within the local socio-cultural context. For sub-
projects developed at the community level using a participatory development
approach, tests for social soundness will be minimal because the beneficiaries
themselves, with the assistance of PWs and other change agents, will have
identified and planned the projects that will benefit them. Experience from
the 200 plus subprojects developed with this approach under the USAID-assisted
Rural Service Center (RSC) project shows that when target beneficiaries are
inr:évig /i.n the development process projects are generally sociologically

sound. 2/

Social soundness criteria for projects identified and designed by
provincial officlals, however, will by necessity be more stringent. Proposed
sub-projects will have to be in accordance with the province's poverty group
strategy. Sub-projects will also have to meet certain criteria to ensure, for
example, that sub-project benefirs reach appropriate poverty groups, that
poorer members of these groups will be allowed to participate in the project,
that distribution of berefits will be fairly equitable, that the roles of
women are considered in the design and implementation, that the project does
not adversely affect large numbers of pecple, and that the project is campati-
ble wich the local social and cultural system.

Al though provinces neve not had much exposwre to socizl feasibility
studies, experience with the RSC nroject leads us to expect that with train-
ing, guidance, and experlence, Provincial Development Staff (PDS) will be able
to undertake necessary social feasibility studies. NEDA has already developed
a handbook of guidelines for such analysis. In addition, sccial
scientists on the NEDA management and technical staffs as well as in various
resource institutions will be available to assist the PDS in these social
soundness analyses.

3. SPREAD EFFECTS

One characteristic of development projects designed and implementred by
outside govermment officials without beneficiary involvement is that to .ne
beneficiaries they are government projects, not theirs. Thus, for example, if
a water pump needs repair, villagers .generally refuse to take iniciative or
responsibility. They don't view the project as their own (since they were
probably not consulted on the type, location or even need for the project),
and thus they will wait for the government to repair it. Given the usual in-
efficiencies in government responsiveness to the need for even minor main-
tainance and repair, however, these projects often stop functioning completely
once a breakdown occurs. The rural countryside in many developing countries
i{s littered with projects that have met this fate.

The LRM project, by emphasizing the involvement of beneficiaries in
all stages of the development prccess, should avoid this lack of commitment

107 The RSC Project is described below.
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that so frequently results when governments atcempt to assist villagers in

development activities. Involvement and participation - particularly in the
design and planning stage of the project - will foster a sense of ownership,
vested interest, and responsibility in the beneficiaries. Deople will tend to
view a particular project as thelr own ard will feel they have a personal
gtake in its success or failure. This attitude should ultimately result in
successful and gustainable development projects.

Another discinctive feacure of the LRM oroject is its emphasis on the
mobilization and effective utilization on local, regional, and national
resources. In essence, this is providing local goverrments the wherewithal to
sustain developmer:t efforts once USAID funding has terminated. Similarly, at
the comumnity or sub-project level, the emphasis on people's participation and
income generation should allow most self-help projects to become financially
independent once the sub-project is firmly established.

A good example of this latter process {s the Rural Service Center
(RSC) Project, which attempts to assist rural chartered city governments
urdertake development activities to meet the needs of the poor living within
their jurisdiction._l_];/ Under this project, residents of econcmically
depressed villages are orpanized into associations through which the people
participate in the identificaticn, planning, and implementation of self-help
projects. Most subprojects to date have been incamne or employment generating
projects. Beneficiaries usually contribute labor and materials, while the QP
and the ciry goverrments share project costs on & 75-25 basis, respectively.
The progran 1s still rather nev, and it is agifficulc co oreak villagers of
their traditional dependency on government . haverthaless, & significant pro=

portion of associacions have begun O cer aside part of thelr project revenues
for future investment and expansion.

Also noteworthy is the change in the RSC program for 1982 and fucure -

| years, whereby GOP funds for the sub-projects are provided on a locan basis,

with moderate infrerest. Significancly, & nunber of exiscing associations nave
requested these loans in order to improve of expand their existing operations
(in Roxas City, for example, more than 3/4 of the 18 agsociation with on-going
projects have applied for loans in 1982). Their current financial position
and the experience they have gained in managing their project themselves have
given them the confidence to move toward sel f~sufficiency. This outcome is
anticipated under LRM ee well.

The LRM project also has several other features which should promote
the spread of the project and its benefits to those beyond the initial target
area. First, there should be a spread effect fram one locality to another.

As rural people view the successes (and failures) of the participatory
development process in neighboring villages, they too will want to join in the

T/ Chartered cities ofren have land areas as large as small provinces,
and thus. city boundaries include rural hinterlands in which are living large
numbers of poor people, the majority of whom heve been by-passed by
development programs in the past.



‘pr."dg'r'am, sharing in the successes and learning from past mistakes. B:pe:" :I.ence |
from the RSC project shows that villagers are eager to join in these types of
programs because of the benefits that can be gained.

Second, as provincial and mmicipal development staff persomnel
receive training, get experience, and obtain greater confidence in their :
skills and abilities, these improved capabilities should find expression in a
wide range of governmental activities, such as administration, financial
management, ard the provision of social services, as well as in more specific
development activities. In addition, attitudinal changes in govermment
officials toward development (from top-down approaches to a focus on bottom-up
participatory development) should become manifest in other, non-LRM, types of
development activities, just as the PDAP and RSC experience has improved the
capabilities of certain provincial and chartered city development steff to
undertake other participatory-type projects trith the central goverrment, ADB,
and the World Bank.

Finally, given the state of development, especially of small, rural -
Infrastructure in the IRM regions, it can be expected that the first LRM
projects will be primarily infrastructure in nature and will thus provide the
basis for further development of the rural areas; this will not be limited to
other LRM sub-projects but will encompass a wide array of development
activities. There are several good examples of this in the USAID Rural Roads
Projece, whereby 3-5 k=. mural roads were constructed which resulted
tlzizatev in not only increased marheting of egricultural products but
Increasad visitation of goverrment agencies (e.g., extension and health
worker) and greater access to govermzent and private services for villagers.

4, DPACT/BQUITY

In building capacity of local govermments to undertake poverty-group
based developoent programs, the LRM should generally have a positive impact on
the related problems of low household income, unemployment and
uncer-employzent, and disparities in incowme distribution. A major reason
improvement is anticipated is that LRM forces provincial governments, often
for the very first time, to direct a share of their development efforts toward
assisting the rural poor in their area. While previous development efforts
were dissipated by attempts to reach scme vague aggregate of poor people, LRM
demands an explicit identification of the largest or most important groups of
poor, plus a thorough understanding of the problems facing these groups.
Further, the formulation of a development strategy upon which future projects
are based will keep development activities directed toward these target groups.

Essentially two types or levels of impact can be expected under LRM.
The first level, and that eith the largest overall impact, is related to
projects that are based upon the poverty group strategies. Initially, chese
projects are likely to consist of small-scale, quick pay-off, infrastructure
projects, such as roads, bridges, and fishing boat landings. Later, as
research and analysis is completed and a poverty-group focussed strategy is
formulated, more direct, specifically targeted, interventions will be
undertaken. While it is difficult to pre-judge the exact nature of these

N



- 2%

»ir‘ife'rvehtions, the Antique lblazﬂ'bevélopmen' ! '}!': Program :provi‘ "':de" ssmuﬂmcian

of the type of impact expected at the province level. A brief description of
this program follows. o ¥

Antique Upland Development Program (AUDP)

The AUDP, which began in 1976, is manaqed and financed primarily by
the Antique Provincial Govermment. The program's objectives are (1) to guide
upland inhabitants to discover ways and means to utilize, manage, and conserve
wore effectively the upland resources, thereby increasing their incomes and
lmproving their quality of life; and (2) to restore the ecological stability
of the uplands based upon sound emvirormental principles. The Program's major
activities are: (1) building farmers associarion; (2 identifying and
addressing training needs; (3) applied research and development of appropriate
technologies and farming practices; and (4) extension and support services.

The province 1s assisted by the Bureaus of Plant Industry, Soils,
Animal Husbandry, Agricultural Extension, and Forestry Development. A
zerorandum of agreement between the province and these GOP line agenciles was
executed to integrate rzsource imputs and to insure the cooperation of these
agencles in the AUDP. Research support from the University of the Philippines
At Los Banos and some financial assistance from the Ford Foundation and the
Philippine Business for Social Progress have also been secured.

The prograz's first phase concentrated on ten upland villages in .
Scuthern Antique; the second phase, now underwzy, extends the prograz to the
centrsl and northern parts of Antique. Eventually the progrem will cover 211
17 upland mmicipalities in the province.

The project operates under the principle that in order to stop
environmental degradation from slash and burn agriculture, it is necessary to
provide upland farmers with alternative but still rewarding income sources.

In this regard, a good deal of project research and experimentation has been
directed toward making the average 2 hectare homestead more productive.
Activities have been tested and introduced for variocus parts of the homestead:
hamelot, for cultivating vegetables and fruilt trees and raising livestock;
pasturelot, for livestock feeds and green mamuring; farmlot, for terracing and
cultivation of field crops; and woodlot, for planting ipil-ipil for needed
energy resources and soll conservation.

Although baseline household income figures are not entirely relisble,
there appears to have been an increase in annual household income from about
$260 in late 1977 to $300 in early 1980. Most of this increase resulted from
sales of livestock and firewood and a slight increase in productivity of rice
and corn, all due largely to AUDP. A recent impact evaluation of the AUDP
found that, ''taken as a whole all of these project strategles geared towards
attaining household econcmic self-sufficiency have contributed to ralsing the
ammual family income level in the ares".} Significantly, this impact

4/ The Antique Upland Develapment Program: A Case Study (1981) Integrated
Research Center, De la Salle University, Manila, Philippines. o
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evaluation also found that certain practices introduced by AUDP, especially

- 1pil-ipil planting and farming techniques such as contour plowing and bench -
terracing, have resulted in marked ecological improvement. For example, '
devastating flash floods and landslides which occurred repeatedly in the past
are now rare in the project site. :

The second level of impact expected under LRM is related to self-help
projects undertaken primarily by PW's and other non-government change agents
at the comunity level and following a people's participatory approach to
development. Based upon experience in the RSC project, most ccammity level
LRM sub-projects will probably be small-scale income or employment generation
activities. The RSC project also provides a good example of the type of
impact that can be expected with these types of projects, and it will be use-
ful at this point to describe scme of that impact.

Rural Service Center (RSC) Project

The RSC project as mentioned previously is an attempt to assist rural
chartered city governments undertake development activities for the poor
living within their jurisdiction. The GOP through the Ministry of Local
Govermment's City Development Assistarce Program (QDAP), grants appraximately
$60,000,?mua11y to each of the 22 participating cities to fund sub-pro-
jects.y_ The RSC project is managed at the city level by the City Planning
and Development $r7'aff (CPDS), headed by a coordinator who works directiy under
the city mayor._l-:

After conducting a socio-econcmic survey of the city in order to identify
a half dozen or so of the poorest villages, CEDS field staff organize the poor
people within these villages into associations. The associations select ‘
officers, draw up simple by-laws, analyze their socio-economic
condition, identify the constraints facing them, and determine possible
project-related solutions to those constraints. Finally, assisted by the CFDS
staff, the association members design and implement their project.

The more than 200 RSC incame/employment generating sub-projects include:
cattle and swine fattening, sewing and needlecraft, furniture making, handi-
crafts, fishing boats and equipment, bakery and confectionary, poultry,
bicycle mamufact , small-scale rice milling, and cememt block making. The
average sub-project has about 20-25 members, costs about $2,000, and provides
at least a minimm daily wage for those working full-time in the projects.

The following project examples give more detail.

137 USAID provides only technical assistance, :faini.t)g, and commodity support.

14/ A CPDS staff includes the coordinator, several "social action workers' or
v community organizers, economists, sociologist, engineers, and support

staff.
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1. Cement Block Maldng_('Angeles CLty). This project has approximately 25

‘members in its association, most of whom come from the lower soclo-econcmic

class of the village. Presently, about half the members are employed at the
site, and as business expands other members will also join the work. The sale
of blocks results in average daily earnings for the block makers of about
$3.00, slightly below the average wage for the area. Most workers were
previously casual laborers, drivers, and construction workers, earning incomes
about equal to what they are now earning but with much less job=security. The
association also employs several out-of-school youth fram the village on a
part-time basis.

2. Fishing Boat Project (Roxas City). Twenty-four fishermen formed an
association which received a boat and fishing gear from RSC. All the
fishermen are crew members on other boats; nane of them are boat owners. They
work on the RSC boat in weekly shifts, 7 fishermen at a time. When not working
on the RSC boat they serve as crew on other boats. In general, if it were not
for the RSC boat they would be unemployed on the days they were not working on
the other boats.

After setting aside a portion of incame fram the catch for operating
expenses and capital replacement, the balance is divided eamong the.crew and
the captain according to the rraditional shares allotted to each. Since crew
members receive a portion of the total share which nommally goes to the boat
and equipment owner, their daily income from fishing on the RSC boat is
significantly higher than that received working on other boats.

3. Cattle Fattening (Lipa City). Tweaty-eight upland farmers forzed en
assoclation to raise cattle. Each member receives & one year-old heifer for
raising on the homestead site. The association assists individual members
procure feed and veterinary services and also arranges breeding services for *
the cows once they mature. Calves born to these cows are raised until they
are 6 months old and then are given to the association, which sells some, uses
others to replace original stock that may have died, raises a few for
association working capital, and uses scill others to expand association
membership. Once members have given their first born calf to the association,
the original cow becomes their own, and future calves can be disposed of as
they see fit. Interest in association membership is maintained because the
above-mentioned services can be obtaimed through membership and additional
stock may be purchased through the association more cheaply than fram outside
sources.

Cattle raising is only a supplemental income-earning activity for these
farmers, but the income makes a significant addition to household earnings.
The value of a year-old heifer is about $375. The cost of feeding a cow for
one ye;g 6165 about $0, while the sale value of a two-year old cow averages
about .



CONCLLSTON

In general, the LRM project should have a positive impact on the problem
of low income and unemployment. Its poverty group focus should generate
results similar to those of the fairly successful Antique Upland Development
Project; and its emphasis on conmmity organizations and participatory
development should achieve guccess comparable to that obtained in the Rural -
Service Center Project.




'A. - Institutional Arrangemenrs for Implementation

‘IRM isplementation procedures emphasize:

1. Working through existing organizational structures for plamning and
implementation.

2, Working in consonance with.QOP regionalizaticn policy.

3., Reliance on existing provincial capacities, which will be further

- strengthened by technical assistance and training as necessary.

4. Local mobilization of private sector assistance and local resources
(tuman, material, financial and natural).

5. Contimuous evaluation based on intensive monitoring.

‘ Assessments during the LRM design of the capacities and formal as well
as informal workings of each level of government indicate there {8 considera-
ble capacity at the regional and provincisal level to implement and manage LRM
activities, mainly as a result of PDAP and its speclal projects (RRP, BWP,
RSC). However, woridng with targeted approaches differs fundamentally from
erploying the traditional ron-targeted epproaches, ard most provinces will be
called upon to perform distinctive and often unfemiliar roles in plamming and
izplemencation. The new skdiils and oriemtatrion required to put e Bw

soroaches into effect will be products of Sormeal treining, the operience
gained from project implementation, and tecimical assistance.

To facilitate the process of implementation at the fleld level, pre-
implezentation activities will be scheduled for each province selected for °
particication. This will include orientation of local officials to their
ml;s , tasks, and responsibilities, preparation of work plans, aobilization of
staff, etc. .

The followirg dﬁcribes the functional responsibilities of {mplementing
and support entities. X ‘

1. The Lead Agency (NEDA Central and Ragion)

v The Deputy Director-General of NEDA will serve as Executive
Director for implamentation of LRM. The Assistant Director General for
_Regional Development in NEDA will be the Deputy Executive Director for the

I/ The order of discussion is not intended to indicate a top-down
approach. Under LRM, the province is the begimning point for most plamming
and {mplementation activities. Over time, the focal point should evolve to
the mmnicipality. Administratively, it is not practical at this tize to
attempt to deal directly with the 373 mmicipalities in the 2SS Regions.

177
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project. He will be assisted by an LRM project staff mostly drawn from
existing NEDA offices, who will serve as the central management and technical
staff unit for LRM administration and coordination of all activitiés across
the three participating regions. The NEDA regional project management and
technical staffs will function in much the same manner as the central
management unit but operating across provinces. (See Figure 2 for the LRM
Orgenizational Diagram.) NEDA project staffs will work closely with the
Regional Development Councils. NEDA will coordinate field activities,
including technical assistance, research, training, monitoring and evaluation,
and most importantly, as approaches are tested, replication of these
approaches nationally.

The central and regional management and technical units' primary
areas of responsibility include:

-  overall project administration;

- interagency coordination;

- review of provincial strategies, plans, and subprojects;
-  monitoring and evaluation of LRM project performance;

- menagement of systems development and replicationm, including
phase-in of additional provinces;

- integretion of 211 project camponents;

-  mansgement of support networks including technical assistance,
training, and research; .

- arnual implementation plamning, including adjustment and rede-
sign; and

- identification of policy issues arg referral to the LRM
kdvisory and Coordinating Council.Z/

A key function of NEDA as it works with the RIC's will be to assis
provinces to coordinate actions of national agencies and local govermment
{nstitutions which cut horizontally and vertically. Another will be to
establish institutional arrangements, systems, and processes for encouraging
private sector imvolvement in development activities. :

27 The Advisory and Coordinating Council will consist of Deputy
Ministers from MG, MDB, and MOF, and a USAID representative. The Council
will review periodic reports including the 18-month assessment and other
in-depth evaluation reports and will corvene as necessary to review major
policy issues and recommendations.
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2. USAID

The Local Development Division of the Office of Rural end Agricul-
tural Development will administer the project for USAID. The IRM Project
Officer will be assisted by one U.S. direct hire (presently Project Officer
for RSC), and two experienced Filipino program specialists also assigned
project responsibilities for Rural Roads and Real Property Tax Adidnistra-
tion. The LRM Project Officer will work closely with NEDA management staff at
the national and regional levels in monitoring the implementation of LRM.

3. Nationmal Line Agencies

Twenty-three national line agencies are represented in the RDC.
Regional directors of these agencies are organized into nine technical
committees to advise the RDC on sectoral sctivities. These technical
committees will provide assistance in screening for feasibility, subproject
proposals submitted for LRM funding. Many national line agencies also have
staff at the provincial level and in same cases at the mmicipal level. These
line agencies and technical committees will provide technical support to the
IRM management and technical staff and Provincial Development Staff on
strategy formulation, amnual program plaming, and on the design and
implementation of subprojects.

Cooperation and assistance fram two national line agencies are
sericularly critical to the smooth flow of resources to the provinces. The
Ministry of Budget (MDB) in Manila will be the backstop agency for suboroject
finding and other budgetary procedures necessary to establich greater local
discretion over local development activities. Close working relations between
NEDA, USAID, and the MDB on LRM matters have been established and have
resulted in agresment on procedures for funds flow. .

The cooperation of the Ministry of Finance (MF) and its lecal
treasurasrs will be key to facilitating subproject funds flow, which inwolves
the release, accounting, and reporting of use of LRM funds following the
prozecures established with MOB. Again, relations among NEDA, USAID, and MOF
are good, and MOF has agreed to issue diractives to their treasurers spelling
out their responsibilities according to MOB precedures and the Loan/Grant
Agreement.

A line agency whose s rt is vital for LRM implementation is the
Ministry of Local Goverrment (PLG‘?F,’owl'd.ch retains significant supervisory
control over local goverrment actions. For example, the MLG has authority
under a Presidential decree to program 20 percent of funds allocated by the
national goverrment to local govermments for general development. Under LRM,
the MG will provide important support at the regional, provincial and
municipal levels for planning and implementation of local projects,
improvement of financial administratiom, monitoring, and impact evaluation.
The MLG's Provincial Development Officer (PDO) in each participating province
will play a key role as one member of the Provincial Development Council
responsible for reviewing and approving subproject proposals prior to their
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being sent to th2 RIC for its approval. In particular, the FDO will help to
ensure that the inputs of line agencies to be involved in subproject design
and implementation are well coordinated. Subsequently, the FDO will follow wp
to ensure that the activity is being implemented in accordance with general
GOP local govermment policy.

4, Subnational Goverrment

There is an existing structure for LRM project administrationm,
planning, and implementation at the subnational level. Responsibilities and
authorities of subnational goverrment units are outlined under the Local
Govermneng Code. The kay role of local goverments (provincial and
mmicipaL/ ) under LRM will be that of resource manager--linking local needs
to local and external resources, and facilitating the marshalling and
coordination of resource imputs needed to support local development. This
involves maneging systems for identifying priority target groups, introducing
mechanisms by which target group members can contribute to the process of
identifying their needs and opportunities, and facilitating the acquisition
fram the private sector and other public sector sgencies of technical and
ﬁganci.al resources needed by poverty groups to supplement their own knowledge

resources.

a. ‘The Regional Development Council (RDC)

The RIC is the designated supervising and coordinating agency
of subnational govermment activities. Under LRM, the RDC will:

(1) assess and select provinces to participate in LRM based or
their coomitment to LRM goals and cbjectives, relative need for resources, and
capacity to implement and maintain LRM systems and processes; .

(2) in consultation with NEDA and MOB, make budget allocations
among participating provinces;

: (3) coordinate regional line agency activities in support of
LRM field operations, including subproject design and implementation;

(4) review provincial strategies and anmual program plans"
. 1eadin%1to release of funds for provincial subprojects. In this regard, the
RDC will: : o

- approve annual provincial LRM budget levels based on
approved strategies and past LRM subproject
implementation performance; -

3] Chartered cities are autonomous but will be treated as
mmicipalities of a province for both planning and administrative purposes.
Provincial-City memos of agreement will set forth terms .nd conditions for the
cities participating in the IRM provincial program.

)2
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- request release of funds by the MOB based on favorable
reviewugf armual program plans and provincial subproject
proposals;

=  hold provinces accountable for proper and effective
use of LRM funds based on monitoring and evaluation

reporting.

=  provide reports to MOB, DA, and other national agencies
interested in LRM activities.

b. The Province

The province is the focal point for most LRM planmning,
implementation, monitoring, and evaluation activities. Under IRM the
%;'ovincial govermment, working with municipal officials, will be responsible

r‘

-  poverty studies and analysis of const:raints and opportu-
nities; - .

- provincial strategy rfomulation;
- anrmal program plan fomlation;

- subproject identificacion, design, :anlanentation and
meragesent;

-  reporting; and
= accounting for LRM subproject funds.

Each province will have to meet certain conditions in order to
participate in LRM. Essentially, these include camitment, staff capacity,
and desire to participate in the program. Each province will have to do the

following: .
a. Pass a provincial assembly resolution endorsing LRM.

b. Have a FDS which is fully staffed (acccrding to the appraved
staffing pattern) and operational.

c. Execute a memorandum of agreement with t’ne RDC whereby t:he
province agrees to: v

(1) establish a special account for subproject f\.ﬁds and
gg:id;;fgular reports to the RDC on utilization of
e 5; ,

(2) pravide local coumterpart, as agreéd upon, to cénl:ral
goverment subproject funding contributions;
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(3) comit provincial administrative machinery to LRM

" ‘implementation; :
(4) release PDS and other staff for LRM workshops and
" training programs; and R fhontead Sed e

(5) involve mmicipal and barangay officials as well as
" beneficiaries to the greatest extent possible in IRM
implementation.

R " As provided under the local Development Code, the provincial
governor has responsibility for general supervision of the mmicipalities and,
as such, he and his PDS are a critical coordinating link to the intended
beneficiaries through the mmicipality and to the line agencies which provide
LRM technical support.

c. The Mumnicipality

_ Although most implementation actions will take plice at the
mmicipal level, the provincial govermment will initially assume most
implementation ard management responsibility at this level, given the general
lack of capacity and staff af the mmicijal level. Over time, however,
municipal govermments participating in LRM will be stren%t:hened through the
verious irmuts and should be able to escume & greater role in oenaging local
development.

The contributions of the selected municipalities will be key

~ to LRM since the most direct govermment linkage to the bemeficiaries is
through the municipality. Establishing and maintaining this link will require
reorienting and training mmicipal officials to work actively with the .
intended beneficiaries to help them identify their needs, evaluate
alternatives for meeting those needs, and decide wpm a coxrse of action. To
the extent thet municipal development staff are available and capable, the
mmicipality will be directly inwolved in subprcject design end implementation.

: _ Under Track 3, Bereficiary Participation (discussed below)

- selected municipalities will take a more active rtole in work with
provincially-based private sector organizations (e.g. PW's) in developing
bereficiary organization models and integrating the lessons cerived from
testing these models into future provincial strategies. The municipality will
also be responsible for the approval of the design of the bemeficiary group
subprojects, and, together with the private agencies, their contimual
ponitoring and evaluation.

B, Project Tmplementation

1. Scope of Phase 1

o Over the Fhase I period, six provinces in the three regions will
‘participate. Three provinces will be inducted into the ggogram beginning in
late CY 82, followd by an additicnal three in mid-CY 19 '




2 Implementation Tracks

" The three implerentation tracks are irterrelated, can be
{mplemented at their own pace, and will converge over time. The pace of
‘convergence is a function of local capacities and resources as well as the
wderstanding and camitment of local officials to LRM concepts.

a. Strategy ard local ‘roject Development

The local planning process is phased and iterative. It begins

. with a multi-year strategy for addressing the needs of the selected

" groups and is followed by an anmual provincial program plan which outlines

broad plamning approaches. The annual planning process is coopleted with the

mtatli_iog of a set of fully packaged local development projects which meet
criteria.

The prucess is iterative in that each subsequent round of
plemning and new province induction will take advantage of past experience and
respond through plamning adjustments to new information flows from research,
monitoring and evaluation, and process documentation systems. Key
implementation steps in the planning, budgeting, and subproject review and
approval process are:

-  The province develops its strategy with the help of
- mmicipal officials, line agencies, research, and
‘technical assistance imputs.

.= The RDC reviews and epproves the strategy %9 certifies
o that it is consistent with LRM guidelines. .

.= Central NEDA informs the province of its ive
~ subproject planning level for the coming year.z

-« The province develops an ammal progrem plan with a
project listing and estimated budgets based upon the
‘indicative planning level.

= The RIC reviews and approves the anmual program and
requests the MOB to budget funds for the program.

a4/ = 'v"‘Aftar the first year only refinements will be made to the approved
. strategy.

S/ This figure will be derived fram the provincial subproject funds
i allocation formula discussed in Amex H (or one gimilar to it). See
also Part II1, B.
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- The MOB apprwes the indicative plaming level for the
, .ptuvhacebasedoncrwekm'araq.nstmamerhﬂn-ﬂ -
approved amount in the budget.

- The province develops detailed subproject proposals.

- The RDC approves the provincial subproject proposals

- based on sound design and reasonable cost and requests
tl:hel-Dthorelease funds to the province in an anmual
up sum.

-«  The MOB releases the funds, which are deposited by the
. province in specisl accamts for implementation of the

approved subprojects.

-  The province and/or mmicipality implements the
subprojects, drawing down funds as needed end Teporting
their use to the Regional NEDA and ROC on & quarterly
basis. .

e Me following provides additional discussion of mjor steps listed
above: B . v NG

(1) Provincial Stratezy Formulstion

_ The PDS will formulate the strategy with the assistance
of mmicipal officiels, NEDA, lire agencies, and resource institutions such as
'AIM. Research fundings will provide basic imputs to the strategy R
formulation. The %?2 will review and approve the strategy according to the °
following criteria¥: ;

(a) tne mq.mcy OL L AJVELLY NNy CLme) sew wers w=
significance to the province and region of the ,
poverty group selected in terms of its relative size

and incidence of poverty.

(b) The relevance of the province's proposed research
'~ agerda to supporting further development of the
poverty group analysis and action strategy.

() The extent to which the focus of the strategy is on
improving the livelihood of target group members.

'(d) Evidence of consultation with mmicipalities, baran-
g8ys, and beneficiaries end use of expertise from
goverrmental and non-govermental institutions with-
in the province in the preparation of the proposal.

5K =Ighting systen for each critericn vill be developed during Phase I
""" to standardize the analysis. _
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(e) The extent to which the strategy provides scope for
private sector initistives in its implementation.

(£) The extent to which the strategy is designed to
mobilize a range of financial and non-financial
resources within the province, using external funds
primarily as a catalyst.

(g) Evidence that initial actions called for under the
strategy are realistic given existing provincial
resources, capabilities, and related past
accamplishments.

(h) The potential of the strategy for generating lessons
of broader relevance to the province, as well as to
other provinces in the region.

(1) The interest, cepability, and appropriateness to the
strategy of the municipalities chosen for initial

area focus. ,
With RDC and USAID approval of the multi-year strategy, the province can
intiate the development of the armual program plan and begin subproject
development based upon the indicative plamming level supplied to it by NEDA.

(2) The Provincial Anmusl Prograzm Plan

Preparation of annual program plans is an established
procedire which IRM will also follow. The armual plan is tied to the regional
budget cycle and is prepared by the PDS. The plan provides a general
description and estimated cost of local subprojects proposad for funding.
Subprojects proposed for LRM funding may include budget estimates for needed
project specific research and feasibility studies. Technical assistance in

preparing the anmual plan will be available fram resource institutions and
project tachnical and management staff.

The Provincial Development Council will approve the plan

~ and budget estimates for submission to the RDC. The RIC will review the

program plan to assure its consistency with the provincial strategy. The
approved plan and subproject proposals will then be incorporated in the
Regional Development Investment Plan (RDIF), which is reviewed during MOB
regional budget hearings. The MOB-approved RDIP budget serves as the basis
for establishing a budgeting planning figure and an appropriation level for
MOB to enter in the national budget. After budget sion and approval by
the RDC and MOB, the provinces will start developing the detailed subproject

proposals.
| (3) Subproject Development and Implementation

Under LRM, the PDS will be ultizately responsible for
development of subproject documentation, including the required feasibility
studies for submission to the RDC. Technical persomnel fram the national line
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agencies will assist in these efforts. LRM-financed resource institutions
will also assist the PDS by providing technical assistance end organizing
seminars, workshops, and local brainstorming sessions to elicit ideas and
share knowledge needed for better subproject design and implementation.

Subproject development will imvolve considerable
interaction among mmicipal officials, line agency persommel in the provinces,
associations or representatives of poverty groups, and the private sector. To
facilitate such interaction, especially for mixed private and public sector
activities, local private sector organizations such as PW's are expected to
play an increasing role in assisting mmicipalities and beneficiary
organization in subproject identification, design, and implementation. The
objective is to build the capacity of mmicipalities and poverty grows to
develop and implement subprojects independently and at their own pace. With
experience and technical assistance, the number of subprojects managed by
associations of poverty groups should increase.

The degree of participatory involvement in subproject
activities will be determined by the needs or the logic of the subprojects.
In any event, it will be the responsibility of the PDS to seek information
that the PDS needs to adequately design subprojects from the target
beneficiaries or their responsible representatives, e.g. church leaders and/or
officials of local PW's, service or civic organizations, and the barangay
officlals. Priority will be given to those subprojects which hoid pramise for
development of municinal capacities to organize and sarve POOT groips and to
those subprojects which promote private sector particizatien.

The province will submit to the NEDA Regional Office
(NRO) fully deweloped subproject proposals for referral to the RDC. The
proposals will be submitted anmually to meet regional budgeting cycles
descrided in Amex E. The NRO will review the proposals for conformity with
the basic LRM eligibility criteria and transmit them to the RDC. The RDC
tectnical comittees will again review the propesals egainst the following
basic criteria:

(a) Consistency with an approved poverty group strategy;

(b) Sound design as reflected in adequate feesibility
analysis, including technical, social, economic,
envirormental, and financial aspects;

(¢) Potential for significant economic and spread effect in
terms of mmbers benefiting; .

@ Lacgc of other ready sources of funding (e.g. line agency,
. KKK);

- (e) Being within the funding limits set by RDC based on the

province's level of readiness/capacity to implement and
manage subprojects and ressonableness of cost;

\%]
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(f) :jiAdequacy of counterpart fimding in keeping with the
"7 Province/RDC agreement supported by the Provincial
~ Development Council resolution; ’ '

(g) Bvidence of some beneficiary, barangay, and mmicipality
' vmin;olvemmt/consultation in project selection and design;

'(h) Adequacy of the evaluation plan for monitoring progress,
_ identifying lessons for improved design and :
implementation, and evaluating impact.

Following review and approval by the RDC of subproject design and
implementation plans, funds will be released by the MOB to the province for
one year's requirements. After the first year of operation, subsequent
subproject funding 1imits will be recommended by the RDC according to the
province's proven capacity to design, implement, and manage subprojects.

Most if not all subproject costs, e.g. materials and supplies, will
be of a local cost mature. It is expected that labor for subproject
implementatior will be provided by the commmnity or provided through some
cost-share arrargement imvolving LRM funding. RSC experience suggests that as
subprojects are designed increasingly to generate income and employment, there
will be need to include as an initial subproject cost, funding for technical

and manegerial assistance and some initial salary costs of pcverty group

individuals hired to work on a full-time basis on the subproject. As the
subprojects become viable activities, such operating and manegemant costs will
be paid for from income generated.

(4) Research Administration and Utilization - .

: v LRM will support development of a local research capacity
directed at understanding local poverty dynamics which serves planning and
information neads at provincial and regional levels. The resezarch will be
structured so as to simultaneocusly strengthen local poverty research '
capabilities and build effective working relationships between provincial and
regional goverrment agancies and local research institutions. o

At the provincial level, initial research efforts will be
directed at answering such questions as which beneficiary groups in the
province represent sizesble populations and have a high incidence of poverty,
and where these grouwps are concentrated geographically within the province.
This will involve not only determining where households belonging to the
group (s) are concentrated, but also how their distribution relates to physical
resources, topography, and administrative boundaries. .

Once a province has identified the group for priority
attention, more focused studies will be carried out at the local level

(municipalities and barangays) to further understand the problems faced by

typical households regarding such topics as:
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& mum of 1ivelihood;

- theconstraints they face to increasing household
*  productivity and well-being; and '

- the potentials of the group for self-reliant deveicpment
" . as key constraints are identified and relieved.

L A strong underlying theme will be to understand relationships
between the poor and the resource base fram which they derive their liveli-
.hood. The output of such studies will provide inputs to subproject identi-

fication, anmual program planning, and refinement of strategies. As anmual
program plans progress, research funds will be made gvailable to determine the
feasibility of various identified interventions. When implementation of
program activities is initiated, research fimds may be used to monitor impact
within the commumities and the relationship of observed changes to program
interventions.
v At the regional level, LRM-supported research will be aimed at
understanding the dynamics of poverty regionwide and providing other
information needs to facilitate the phase-in of additional provinces and
replication of processes. This research information will be built into the

N4 Integrated Regionzl Inforzation System (IRIS).

_ The rigor and deteil of reszarch will be dictsted by the
neads. Rapid recomaissance methods for data gathering will be encouraged to
allow for timely decision making and quick action on problems identified at
the local level that are having an impact on implementation. : :

A research fund will be established in each Regiomal NEDA
office. The research furd will be used to finance propossls generatzd by the
provinces or to meet regional research needs. Research proposals of interest
to LRM originating at all local government levels of interest to LRM will be
eva%:gted by LRM canagement and technicsl staff. Criteria for financing
include: .

(8) Relevance of data as imputs to provincial strategy forms

lation, anmual program plamning, and subproject
" identification and design. ' o

(b) . Nonavailability or inadequacy of such data from line
- agenciess, GOP statistical data sources, academic
institutions, etc.

(c) Soundness and appropriateness of scope and mzchodology of

- proposal (simple, relevant, cost effective) and
likelihood that results will be produced in time to meet
users' needs. , .

1'%
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(d) - Extent to which the work 1s to be done by a local firm or

- institution. (In cases where justification exists for
contracting outside of the region, links to local
institutions will be required.)

" ,'(é) Proven capacity of the proposed firm or institution to
= carry out the study and provide suitable reports.

b. local Finmancial Administration

o The objective of this track is to strengthen local
govermments' financial position through development of cost-effective
improvements and systems for improved local revemue administration, including
revenue mobilization and financial management. Systems development will
-follow very closely pilot efforts undertaken in the RSC project, whereby
decision makers are trained to understand the revemue capacity of the province
ard municipalities through timely and accurate estimates of incoomes and
expenditures. Local government financial management teams will be created in
each province/municipality and in workshops staged to bring together key
decision makers, i.e. local executives, key members of the local council,
development coordinators, treasurers, budget officers, and auditors to analyze
financial reports generated by an improved monitoring system. The
"brainstorming'’ workshops will serve to help participants develop a clearer
urderstanding of local financial conditions, problems, and resources needed to
meet local development goals.

v The tecmiques' involved in data gathering are relatively
simple., However, the process requires a period of continual follow-up to
maintain teamwork and build long-temm capacity to: '

-  organize data, analyzing and reviawing previous years'
£inances and trends; v = RV .

- diagnose problems and potentials;
= forecast revenues and expenditures;

= - develop realistic revemue and scperﬂittré budgets. for
. plamning and developing activities; s

- establish simple financial ponitoring and reporting -
systems; and , SR

- improve cash management procedwres.

e In the RSC experience, the continued interaction among key
provincial officials has resulted in greater mutual trust, a better
understanding of roles and respoasibilities, and more informed decisions which
all can support.

: Local finance advisors will assist provinces in early :
implementation stages to meke more realistic strategies and plans based on a
good understanding of the financial resource base.
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c. Beneficiary Participation

: For purposes of administrative efficiency under this track,
NEDA will contract with a national organization which in turn will establish a
working arrangement with a local private sector organization such as a PVO.
Both will undertake the development of participatory models in collaboration
with selected municipal governments.

Implementation of this track will depend on the approach
proposed by the national entity selected by NEDA and the early project
experience at provincial levels in identifying requirements and opportunities
for beneficiary organization. The nationmal institutior and NEDA tectmical and
management staff will work closely with both the province and the municipality
to develop ways to integrate the lessons from this effort into the proincial
strategy formulation and subproject generation process. The objective will be
to maintain the integrity of the strategy while at the same time increasing
its responsiveness to locally identified needs. .

The interactions between the national organization, the local
organizations, the municipality, and the beneficiaries will be carefully
documented to better understand the dynamics of the commmity organizing
process. This information will prove useful in identifying organizing
approaches which are responsive to the needs of the poor and which can be
raplizated in simflar types of compmities elsewhere.

Subproject ideas generared as a result of locai beneficiary
organization work may first be proposed for irclusion in the provincial anmual
program plan for regular LRM subproject funding. However, given the
experizental and small nature of most of these subprojects, proposals will
also be eligible for fmding under a special separate 'Commmity Project Rmd"
adzinistered by the national organization for NEDA. Under the latter
arrengeoent, f£inancing will be available for up to 90% of subproject direct
costs, up to a limit of P120,000 ($15,000) per subproject. s
funding will be extendad on either a loan or grant basis depending on
circumstances. In either cese, a proposal must have the approval of the
municipal government in order to be considered. It is anticipated that the
‘initial subproject proposal. generated will be predaminantly for small-scale
{nfrastructure, but that a :xperience is gained, will increasingly deal with
income and employment gener..ting subprojects.

3. Tecimical Assistance Requirements

Technical assistance requirements for the project have received
special attention since LRM efforts will extend beyond wore traditional
approaches to plaming, budgeting, and resource mobilization. The following

7/ RXL projects imvolving beneficiary organizations range from
£10,000 to P180,000, with the average cost at about F120,000. Under RSC,
the income generating subprojects are f£inancad on a cost-ghare loan basis with
the repayments going to a trust find accomt for the continuation/expansion of
similar programs.

1Y)
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provides a brief background statement and summary of the %erms of reference
for technical assistance (scopes of work are to be finalized by August 31,
1982 and RFTP's issued): : .

a. Technical Assistance Requirements for FStr and local
Project Develcpment (Irack one) o

(1) The technical assistance requirements for this track are
rather specialized. Since the concepts underlying the LRM targeted approach
are as yet not widely known, understood, or proven fessible, prototypes of the
desired process need to be tested, methodologies refined, and the exdsting
planning systems ard procedures modified to utilize targeted approaches which
prove successful. The techmical assistance will support Track 1 by
strengthening and accelerating the process through which an organization
learns {rom its own experience. A :

Requirements: Assistance of a locgl resource institution
able to provide persomel with a good understanding of existing local :
goverrment structures and operations, an understanding of and comnitment to -
the LRM concepts, and a demonstrated ability to help the implementing units ,
ewlve new plamning approaches and management systeme as an outcame of their
testing of these concepts. '

The Asian Institute of Management (AIM) has been

identifizd as onme institurion which can provide the necessary support

services. AM has been involved in developing new management concepts end
methodclogies such as those on which LRM is tesed. It has been working with
the Ministry of Agriculture on application of a targeted approach to regional
agricultural plamning, much as LRM proposes. AIM has also had a central role
in development and application of institutional learning approaches in .
cammnal irrigation work under the Philippine Natiomal Irrigation '
Administration.

A contract or operational grant finmanced by AID but
administered by NEDA will be provided to the resource institution selected to
s rt institutional learning under this track. Such an arrangement will
help to foster long-term supportive aniangements which the GP can draw won
in replication of LRM targeted approaches natiomally. v

(2) The overall success of LRM is highly dependent on a
reliable ard predictable flow of GOP finar:ial resources to support

- subprojects. Related local budgetary and financing/reverue generation policy

concerns and recamendations discussed in Part IV, Feasibility Analysis,
(Section A.2., Tectnical Considerations) also meed to be acdressed.

Pequirements: Specialized technical advisory services

will be required to review and define improved intergovermmental budgetary

systems, facilitate the flow of resources to local levels, and monitor
progress. In part, this will imvolve reviewing current budgetary
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procedures and policies, identifying those which restrict the efficient flow
_of resources to local goverrments, and helping o develop improved budgetary

" gystems and procedures which support the implementation of govermmént
development programs.

' A. U.S. consultant has heen identified who could provide
the necessary swpport. Having worked with M.B and MOF, he is familiar with
the existing ..udgetary systems and procedures.

(3) A system for collecting, organizing, storing, and
disseminating data is basic to LRM's institutional learning process. An
information management system will be designed to bring together information
from monitoring and evaluation, process documentation, and research in a
timely and efficient manner so as to meet the needs of various GOP agencies
(e.g. RIC, MOB, etc.) and local government units related to decision making,

replamming, replication, etc.

Requirements: An experienced U.S. or Filipino
information management conmsultant with demonstrated ability to belp the
{mplementing agency design and test a low-cost system and provide training in

its use. :

(4) Other technical assistance for research: Philippine and
U.S. consultants will be contracted as needed to assist Regional NEDA Project
Staffs in building provincial stafif capacity to manage research effectively
andé conduct fzesibility amelysis treining (e.g., social analysis,
sviromental assessmant). Short-term comsultants will help provincial staffs
develop the slidlls they need to identily plaming information needs, to devise
research strategies to meet those needs, to review research proposals and
final products for quality and reasonableness of cost, and to actuvally utilize:
research findings. Consultants will also be contracted to assist local .
educational and research institutions in developing their capacity to respond
effectively to research requests initiated by the provinces and regixs.

' (5) An icportant source of technical assistance will be
experienced provincial development staff who will provide guidance to their
counterparts in other less prepared provinces. through short-terw ™Y's
arranged through LRM.

b. Technical Assistance Re ts for local Financial
Administration 0): e expe ot t , t iral Service
Center projects, and other USATD -supported projects points to the serious need
to improve local government financial administrative practices and
procedures. Of particular concern to LRM and other (XP programs is the issue
of recurrent local govermment costs and revemue generation to maintain/expand
local development programs. In this regard, the RPTA Project 1s developing
systems for improved real property tax administration. The deficiencies,
however, go beyond just tax collection. Various studies and reccamendations

for strengthening the

1Y%
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fiscal perfomance and financial coudig}ms of local gavemnents are avaihble .
. but have not yet been operationalized.®

Requirements: Assistance of a local resource i.nstimtian
w:L:h a good understanding of the existing govermment structures; an
understanling of existing processes of local government fimnce the capacity
‘to help local goverrments evolve new financial administrative met:l'nds and
management systems; the capacity to provide on~the-job training to local
govermment officials; and the capacity to monitor the implementation of
systems.

The Local Govermment Center (LGC) of the University of
the Philippines has been identified as one institution which can provide the
necessary support services. It has participated in the studies of local
revenue administration (in collaboration with PIDS) and has extensive
experience in working with local govermment. The LGC administers various
career development courses for senior local govermment officials and has an
established relationship with most of the local goverrment units.

A contract or operational grant financed by LRM and
administered by NEDA will be provided to a local resource institution such as
LGC. This arrargement will make possible both procuring the techmical ‘
assistance needed under this track and fostering long-term supportive
arrangements which the GOP will require for expansion of the improved systems
pationally.

A financial menagement specialist will elso be needed to
backstop the local resource institution. The consultant will insure that
firancial systems are appropriate to local planning needs and integrated and
linked to the broader LRM targeted plarming effort. The consultant will be ,
hired under a contract edministered by NEDA. 4n American consultant has been
identified who is familiar with the RSC approach and Philippine fiscal systams
and has broad experience in local goverrment plamning and administration.

¢c. Technical Assistance Requirements for Bemeficiary

Particgy}a_‘ tion ETFack Three): The beneficiary participation discussion (Part

s Do es > need to link the expertise of private sector agencies
having experience in benef.iciary organization wirh municipal level development
activities in support of provinciel strategies. Viable models for irmvolving
ber-eﬁ clary groups in planning and subproject implementatica should increase
LRM's impact. However, it is clear that local goverrment has had little if
any experience to date in working with poverty graups. The work that has been
done in this regard has been done primarily by private weluntary organizations
(PWi's) , but with little iinkage to the public sector. Thus, there are

B/ See Strengthening the Fiscal Performance of Philippine local
Govermments: Analysis and recommendation, syracuse UF3lversity report
submitted to P1DS research group on local "firance. Jne 1981.

[y
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opportunities to mobilize these PW's and other private sector entities
including civic and social organizations to assist local govermments and
poverty groups in organization, plamming and sel f-development. '

Requirements: Assistance of a Philippine national
organization to administer the experimental model development. The assisting
organization must have an understanding and commitment to LRM concepts, :
experience in working with local govermment, understanding of local poverty
group needs and potentials; and an understanding of the local commmity
generally. The national entity will work jointly with local private sector
organizations and, therefore, must have a proven capacity to manage and
moni.tor the local organizations' day-to~day activities in coommity
organization and development of capacities within beneficiary commmities to
plan and implement barangay level activities. The national organization will
be responsible for coordinating these subactivities with NEDA and provincial
and mmicipal govermments. It will also monitor and evaluate local
subactivities and document the experience for use in planning replication.

y Exanmples of national organizations which could = -
undartake this activity are the Philippine Business for Social Progress (PBSP)
and the Intem:ional Institute of Rural Reconstruction (IIRR):

3R PBSP is a PWO sponsored by the Philippine business
cammmity. One hundred twenty-three member companies pledge 17 of their
arrreal net Income before taxes to soclzl developzent sctivities, with 60% of
the amomnt designated for ™BSP. About 70 of t ese are regular contribiiers
ard provide the major core firancing. 1Its total budget is approximataly

US$l million per year. 2BSP in turn provides funding and technical assistance
to some 100 local private voluntary development groups working at the barangay
level throughout the Philippines. It backstops these activities with a strong
meaitoring and evaluation program. It has a full-time core staff of some

30 professionals. While its past experience in working with local govermments
is limited, P2&° is presently rethinking its own programming strategy with the
intent of recrienting its operations from a project-by-project approach to a
provincial program approach which would concentrate on particular types of
activities within a given province and involve a tie-in with provincial
govermment development plans.

IIRR is an international PW based in Cavite Province.
It provides technical, financial, and training support to affiliated natiomal
rural reconstruction movements in Thailand, Colombia, Quatemala, Ghana, and
the Philippines. It carries cut its own commmity-level development
activities in Cavite Province, which sarves as its social laboratory for
development of new concepts and methodologies. It has worked closely with
municipal govermments in Cavite and is working on the problem of how to help
mmnicipal goverrments epply its methods, with IIRR playing a supporting role.
One attractive and effective IIRR concept is the People's School, which offers
training to commumity-selected leaders in basic technologles which are then.
shared with other carmnity members. IIRR 1s presently assisting Antique
province in application of its methods and is supporting efforts by World

Y3
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Vision to apply them in Mindoro and other parts of the Philippires. IIRR has
a close working relationship with the Philippine Rural Reconstruction Movement
(PRRM) and would probably work in collaboration with it in any LRM involvement.

C.  Tilustration of How Plarming, Research, and Project Identification Might
Unfold Uncder LRM (Round 1)

let us assure that Antique will be ore of the three initisl provinces

‘selected for LRM and illustrate the process using it as the example. (lote:

Antique has already identified fishermen for priority attention and prepared
an "'action plan' for organizing available resources for helping fishermen in
view of the significant constituency they represent é? that province (i.e.
15,000 households or 35 percent of rural households)?/ and the Govermor's
personal concern for their plight.)

The first step in the strategy formulation process will be to map the
location by mmnicipality of the greatest concentration of fishermen. The
province will then pick the priority municipalities for participation in LRM
based on such factors as concentration of fishermen within the mmicipality,
degree of economic depression, etc. Then the province will undertake quick
recomnaissance and group interviews with fishermen in scme of the selected
municizalities to determine the major constraints to improving their
livelihoods. These data will be compared with any other information available
from research cordacted on fichermen sizilar to those in Antigue and will
serve as the basis for inmitial strategv formulation and definition of a
research agenda. Using financial survey tachniques piloted under RSC, a
profile of the financial condition of the province and same of the selected
nunicipalities will be developed to assess what commitments can be made from
local revenue resources. A resource survey of local private woluntary, civie,
and social organizations will also be conducted to determine other available’
Tesources.

Following analysis of available data and with assistance from LRM
management and techmical staff and resource institutions, a multi-vear
provincial strategy will be formulated which will outline the problems,
gvallable resoumrces, and initial key intervention points for improving fisher-
men's liveliloods. The strategy will also provide rough budget estimates for
the next 3-5 years. The strategy will be then submitted to the RDC for
approval. NEDA will then provide Antique an indicative planning figure for

the following budget year.

The next step will be for the province (either as part of the strategy
submission or after approval) to prepare an anmual program idenmtifying say two

or three subprojects proposed to the RIC for LRM funding and perhaps a cowple
of subprojects for figancing by line egencies such as the Bureau of Fisheges

9/ Region VI has enough data fram the PCARR/SEARCA 1975 surveys to
identify the major resource groups with a high incidence of poverty, including
their relative importance by province. These data are reflected in the
Poverty Profile of Western Visavas, Region VI, (USAID: January 198l) Table 3,

p.8.
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‘and Aqustic Resources (BFAR). Subproject identification should grow cut of
surveys, research, and discussions with mayors, barangay officials and local
1eaders and the fishermen themselves (or their tepresentatives) . '
technical staff and 1ine agencies along with resource institutions will help
provincial staff through this planning process. : ' /

with approval of the plan and subproject ideas by the RDC, the PDS will
then develop, in collaboration with mmnicipal officials, detailed plans in-
cluding feasibility analyses for the subprojects, again assisted by LRM tech-
nical staff and line agencies. The feasible proposals will then be reviewed
against established criteria and approved by the RIC for implementation,
following which the RDC will request the release of funds for approved
subprojects.

At the municipal level, local organizations such as PW's, assisted by a
NEDA -contracted national organization such as IIRR and collaborating with
municipal officials, will work to organize beneficiaries and design two or
three small subprojects. These could be financed from the '"Cammunity Project
‘Fund" and would be implemented and managed by the poverty groups themselves.
The process will be carefully docupented and analyzed to allow for better
participatory plamning in future rounds, and results will be provided to other
local govermments entering the LRM program. ,

Meamwhile, the province will refine the initial stratsgy by pursuing
more in-depth research on fisherzen as 13entified in the rasearch egenda and
ircorporating lessons from the ongoing beneficiary participation efforts. In
the first instance, the province will be looking at existing data available
through line agencies and the Regional Data Bank (which Reglon VI is now ,
developing). Any data gaps remaining can be filled through surveys or special/
studies conducted by local research institutions. °/

Similtanecusly, the region will be pursuing a breader research egenda gn
£ishermen aimed at strengthening Antique's program and developing additional
{nformation relevant to other provincial strategies focusing on fishermen. /

Uy
/

D. Implementation Schedule ' . /

The following lists major project activitles for the first 18 months of
operation and several pre-project actions that need to be taken before actual
{mplementation begins. An updated and more detailed implementation plan for
each succeeding year will be prepared following anmual reviews to reflect new
{nformation and experience. USAID, of course, understands that there may be
no disbursements of AID funds, nor even approval of documentation pursuent to
which disbursements will be made, prior to the GOP meeting appropriate CPs.
All actions indicated as being undertaken prior to CPs being met will either
not require any disbursement of AID funds, will be undertakan by the GOP, or
will be a preliminary action with.commitment and disburserent only after the

' CPs are met.

Y7
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. LECAL CONTENT

. This Projuct Docuwsnt shall be cthe inetTuaent
gefurred to as such iu Article 1, of the Assistance Agrse-
pant between the Covernzment of the Philippines and the
United Nations Developmant Programas signsd by tha partiss.
ea. 21 July 1977, o :

Developoent Objective

One of the rwin cbjectives of the ﬁ:esenc devel"paent

“efforts of the Covernment is to improve the well-bedng &é

individuals, particularly thoce {n the poorer scgaent of the
population, who ave in the depressed areas of the country.
Towards this end, the Governmeant has set high prioricy on
regional developuent as the principal mems of providing

pore equitable distridution of income, wealth and oppottunities
szeng the puople and, at the suamw ctiue, reslizing an optizum

"level of econocic growth. By asslsting the Government in

strengthening regional planning und project developzeat capa- -
bility, both act the national and regional levels, the project
vill facilicace the effective imple .antation of rcgional prograss

ond projects wssuntiul {n wcculuerating tle rats of national
developuent.,

The overall objective of Phasc 111 of the Project 1s
to assist the Government through the NEdA in strengthening
and institutionalizing the activities associated with the
regional planning asoistance effected in Phase I, which was
focused on the formulation of incerregiocnal develcpoent
framevork and regional development plans and Phase II, which -
wves directed towards the implementation of the regional develop-
@ent plans through the formulation of the regional developuent

‘4avestment prograns (RDIPs), To achieve these objectives, the

Project will assist in further strengtheaing the regional
planning and development inscitucions with ezphasis on the NEDA,
particularly, the regional offices which serve as the executing
arn of the Reglonal Development Councils. The planning and
implemeating capabilities of both the national line agencies

and local governments 1ia the tegiocns will be strengthened at

the sace time.

Towarde this end, the Project will alsc asaist in the
establishmant of the Philippine Cencer for Regional Develop-
pent, an institution desigued to provide the long-term and
continuing assistance required in regional planning and vsgional



plan implementation (Annex 2). The Center will ombark
on four principel concerns namely: a) the provision

of training services in development planning and project
development in consonauce with the requirements in the
regions and in the context of the national planning process,
b) systematic coordination of various training activities
in regional development planning and implementation
¢) econduct of research to build up an integrated body of
knowledge on regionul developowent, d) provision of advisory
services on repional development pluanning, administration
snd project developmunt to government agencies, local

 governments and private instirutions. In particular, the
Project will focus its assisctancc on the training activities
of the Center. '

Phase IIT will emphasize the continued utilization
of Pnilippiuc sanugement and developoent talunts to the
fullest extent possible. Foreipn cunsultunts will ealy be
employed where specific inputs of technology or outsnide skill
are required. Efforts in hizing local consultants will be
intensified. :

PART II.B. Immedi. - Objectives

1. To assist the Covernment, purticulurly the NEDA
regicnal offices, regional line apencies, other government
regional development bodfes and local gevernteats in the
refincoent of the regionel develapnent investient prograns
vithin two ycars. This will muinly consist of sctivities
designed to replicacc und dmprove on the experience of NRO

VI1 in formulating the investtent proyrem for Central Visayas. .
At the same time, the Project will assisc in undertaking
feasibility studies for strategic projects contained in the
RLIP, including the negotiatiocn for fundicg such studies,

r To assist the Covernment in the ascessuwent and refine-
gent of the strategles of the short, medium and long-term
regiooal dcvelopment plans currently being implamented.

3. To sssist the NEDA, Regional Development Councils and
1ocal governzents in the setting up of a regional/local project
monitoring system, including the establishment of a systen for

 the regular evaluation of plan implementacion activities
relative to the development objectives and strategies of the
vegions.

' To assist the Covernment, particularly the Regional
Developwent Staff of NEDA and the NROs, in staff development
4o terms of building capadbilirics and expertise in integrated.
ares develcpment planning, project develeopmant and evaluation,
project management and monitoring as vell as in formulating and
undertaking regional planning and policy research. Iu particular,

1553
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the Project will assist in the establishment and operation
of the truining activities of the Philippine Center for

"'Ragional Development (PCRD). It is envisioned that ataff

pecbers who have gained the necessary expertise under the
aegis of the Project will eventuelly ba tapped im providing
assistance to the PCRD, in training line agency and local
government members of all RDCs in effective regional and
sub-regional planning, programming, 1nplenen:ation and

- monitoring.

5. To assist the Covernment in setting up project
developzernt units in the RDC organizational framework in

esach regicn to further strengthen and institutionalize pro=

Ject development capabilities at regional and locnl'lcvolo,

‘Sgicial Censideration

: Prase 111 of the project 4s & continuation of the
activities in Phase I and Il with & perticular emphasis
focused on refining and institutionalizing the activities
on planning and plan implementation undertaken during

the preceeding two phases. Particular considerations

vill be given to integrated area development based upon

8 Turul=urban devulopnent fruawework which will tuku d{nto
sccuunt popularion growth und distribution und the fullest
vtilizuticn of neturul and huwun Tusouurces in the rurnl
aress.

Sscrhground and Justificacien

1. By agreement dated April 1975 betwcen the Government

of the Philippines and the United Notions Development Prograzne,
the Assistance in Regional Planning Project (Phase I) vas
executed with the IBRD as the Executing Agency. This phase
vhich torcinuted in Deceaber 1977, focused on two major areln.
tamely:

s) a:reng:hening of the zachinery for reginnal
pl&nning. und .

b) :he fornuLacion of 1ntegra:cd regional development

nyllnn;‘»

,2.‘ ~ The zegional development plans for all regions except
'¥atro Manila were prepared and approved as of January 1978,

‘these plang entered substantial inputs from the Phase 1 Pro‘ect
which included, aside from the technical and financial supports,

':hc serles of major documents on regional strategies for pational



"PART IL.E.
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‘dévclopncat. These docunents vere used extensively by the RDCs.
- 4n formulating thoir respective plans. o

3. The Project was exteanded to & sezoud phass for a

period of two years starting in Jaauary 1978 as specified

in the Assistance Agreement between the Covernment of the
Philippines and the United Nations Development Progracue

signed by the Parties on July 21, 1977. The Project's scphasis
has been on initiating the {mplemencatiun of the regional '
developoant plans. Towurds this end, Phuse 11 provided
sasistance, smong others, in the pruparation of the Regional
Development Investwment Programs (ROIPs) as a means of translatin
the regional developaent strategies into implementable programg
and projects. Ics activities have been also divected towards
8trengthening and improving the linkuges of the sachinery for
docal, Tegional and naczional Planning und plan implementacion.

4, Seainars and workshops un KDIP attendud by the NEDA
staff aad line agency and local governmuunr personnel were
conducted with technical and financtal wusistaance froa the Proje

5. The regions will be needing yreutur deyree of both
technical and financial assistance {n A nudber of oress of
plennting and Hrojuct work 1n the 1980'w, the wore irawdiato
of which are in the conduct of the mid-ters assessnment of
the five-vear regional plans an2 the Luheueliaking of pre=-
feasibilicy and feosibility studles in suppcre of the ROIP;
expected to be completed by the end of Phuse II.

In this regard, the Phase III Proiect activities should
be guared bauicully tuwards insCituCionalizing the dctivities
undertaken in Phese I (plan formulation) and Phase II (plan
implementacion).

Successful implementation of these activities will
not only strengthen efforcs towards eftective regionalization
but ultimacely hasten regional developaent,

Outputs

The output of Phasc IIT will be uw st out in the
objectives. The most significant and cangible of which
vill be: (a) refined regional development investment
program; (b) implementable list of selucted projects in the
RDIP for each region; (c) established system for the regular
agsessoent of the 1egional plans; (d) revised tegional/local
development plans/scrategies; (e) instulled couprehuenaive
Tegional/local developoent project oonicoring system; (f) escablished
training programe and arrangements for the opurution of s Philipp%no'.
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Car.ter for Regional Development; (g) technical papors and
velated documents on ragional development planning and
implementation; and (h) improved capability of rslavunt
government staff in planning and implementatiom,

- 1o the achievement of the above principal outputs,
the folloving complamentary outputs are envisioned: .
(1) Manual on RDIY preparation, includdpg linkags
betwvoan projuct planning and budgeting;
(2) Manual on procedurss und puidulines on Tegionad
project development; B

(3) Manuals and training wsturials om project develop-
ment and relaved areas; : i

(4) Manual on plan essessmunt, including establigh=

: ment of selected indicators and techniques of
evaluating impacts of project implemented at the
regional and Jocal levels;

($) Proposal for the develowment of a comprehensive
systex of collection, compilation and'disseni~
nation of related information for regional/local
planning and projuct developsent) S

(6) Revised provincial planning r.anual {ncorperating
K sectoral and physical planning; s

(7) Completed rescarch studies on specific regional
corczrn; and

(8) Documented and widely disseminated Philippine
experience on Tegional and sub-regional planning
and prograrming vith cue attention given to
analytical, conceptual and pragzatic lessons
derived from Philippine experience.

See Work Plan,
PART 11.G. Inputs . '
‘ﬁ(¢):7 Covernment Inputs |
| The Government vill finance the Project in the

total amount of 78,973,000 over its two year duratios,
of which 73,346,000 shall be in the 1980 and 75.6272000
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e

wlﬁ 1981 and first quarter of 1982,

The Government will provide the National Project
Coordinator znd qualified RDS staff who vill be organizes

- 4nto task forces aand with whom foreign consultants will

vork jointly. Sctaff on secondment, from NEDA regional
offices wvill also be provided., Most of the staff curveatly
assigned to the Phase II will continrue in service and :
sddicional scaff will be provided as rquircd.

Details of the professional avd other staff itl.
set out in the attached budpet sheet covering the
Cavernment contribution o the Project.

The Government input of service also includss
provietion for research and consultation suppor: and
sub-contractual cervices as well as support for fa-
seTvice training. These ar{ also iteaized 4in the

“agtaczhed Coyernmeat budge: sheets,

. The Govarnment yndertakes to provide all the
pesessary offfce accommodations for the Project, as
well as all necessary office suppliss together with
the nccersary inputs for the cperution and maintenance
of all eguipment egupplied by the UNDP throughout the
Prolec:. <These Liexms arc alsc costed in the attached
Cevernzen: budzet sheets.

UNDP Inputs
1, Personnel Location
1.1 Project Development/Eval- Manila and

uation Specialist the Regions

Ciaduate degree in economics

- and/or engincering or sectoral
disciplines vith at least five
years experience in project
developrent, appraisul/evaluacion,
An experiwnce in the field of
finance aud management i
preferable.

1.2. Consultants | Hjﬁi;j?gﬁéy
o . the Regions:

Qualificd und experienced
short=-turmn consultants both
local and foreign in specific
fields of regional concerns
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3.

4.

such &s systams development,
dancegrated area planning, pudblic
finance, small and medium scale
4ndustriec, agro-forestry and =
telatcd aspects in cthe general

greas of agriculture, social
services, industry and infrastructug

gub=-Contract Manlila and
the Tegions

" Phase 11 of the Project pravided an

opportunity for the preparation of
varlous studies runpink from "A Man-
power and Systems Study on the Region

V1l Investceat Program" to "Goas

Faraing Industry" and "donitoring and
Reporcting."” The Executing Agency will
conzinue co sub-contract work on
speclalized or parcicular fields in

the area of agriculture, industrty

and infrastructure as found to be
pesecsary in regions othect than Region
VII which attracced owuch of the rescurces
provided under Pnase 11. '

(2

Suppere Seaf

a. Administrative Assistant Manila

b. Lidbrarian Manila
¢. Projecr Secratary Manila
d. Executive Assistant Manils
Triining
a. Fecllowships
(1) Provision of fellowships at to be determined
selected instictutions for by NEDA and
tzaining of scaff Bxecuting Agency
(2) Scudy tours for sclected : to be deternined
staff meabers
.(3) Ilno-country group training Manila and the
as required Regions
(4) 1lu-scrvice troining to be Manils and the
carried out by project - Regions

persaanel



PART II.H.

6.

5. UNUP Supplies and Equipuwnc

(1) Thirteen Typeuritcru

S ,(clactric)

’(11) ‘Libru:) BUOku.‘Tuch-

200 ndeal Juuchale and

< Supplies

(144) Facuiwile and Ochur
“Projuct Moultoriny,
Supplisse aud Lquip-
ment

(¢v) OUOne (1) ioyocu Ludltur

(v) One (1) Toyota Ni-Acu

Coammuter (12 buatu:) 
6., Miscellancous

- (1) Publicacions

(44) Sundry

Work Plan for 1980 tu 19yt

Protect Activitice

Pruparatory Action

1. Organizacfon and prgpdtJLiuﬁ
of detatled work plums.
2. Recruitment of Project s:qffc'

Jomed{ate Objective 1

3. Assistance io firming up of
the RDIPs ’

Strengthening of data base

for ROIVP use; und Jduveluopuvut
of a8 scheme to facilicacte data
access to RDIP use.

4,

S. Assistance in sectoral and
dpatial rationalizacion of
invescmsnt within und auony .

regions. _
Assistance in the refinement

5 Dellvery
“Locatjon -Date - . Cost §
‘Munila  1980-1981p 15000
and SRR
Manils  1980-1981 - 35,000
dnd o IR
Reglons - LRI
Mantla . -1960-1981 45,000
and ”v, - 2o
Keyloos o
PCRD. 1980-1981 14,000
PCRD 11980<1981 - 6,000
Wantla  1980-1981 © 70,000 ~
“and - : L
Regioas e
Manila  1980-1981 7,400
ad : o
Kepioae
_ Startiny Dat.
Location ‘and Duratio:n
mnu.. April 1979
 tentla May 1979
Cegtons’ Theoughaus
‘Mantla‘and - Throughout
Kugluaw - -
Maniia. 204 quar:er
‘ ueo
Manila and - ;3rd and 4Lh
 Ruglons :quar:e: 1940

of RDIP.

‘"

’ -;g~1ﬁApg11 1960 - 31 March 1982.
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Starting Date

vPrgléct Activities ' Location and Duration
7;1.1dentificétion and selec- Manila ~ 3rd qunrti: 1980

‘tion of major RDIP projects, " and 1st quarter 1981
utilizing developed criteria Regions .
for feusibility studies. R

8. Assistance in undertaking VHaniiaﬂv,‘ 3:d-qunrteff1980

- feasibility etudies, - .+ = u- tﬁfgf;;;s;[lndﬂot.rrojcc:
g. Assistance {n institution- jﬁiﬁiiiﬁfi: f2ndfjnd‘§rd quarter
" alizing the national review © 1980

“of. RD1P; and. in the deve=
lopauant of o mcchanium.
“for the RDIP-Budgeting
‘interface. '

0. Consolidation and documen- ‘ffﬁiﬁiii 3rd and 4th quarter
“cation of the first RDIP e S 1980
-experience. ’ ' S

|1, Preparation of s manual “Manila- ~2pd and 3rd quarter
' on project planning I S 1980
‘guidelincy and project
stundarde.

Irmudioce Obfectives 2 & 3

12. Assistince in plan lRég;odéﬁl’jﬁ;td;;gdvﬁth qq;ttcr
©° -‘gpgsessment and (when ' 19800
‘appropriate) in etrategy
development. . :

13. Assistance in developing Manils = Throughaut
~ and establishiny indlca- . end R
tors essential for the Regions
ugsessnment of regiomal
plan implementation and in
the colluction of relevant:
4information. :

14,  Assiotance in developing, ' Manila . f,J;quqgg:at=1980
" planning and plan as&ess= . and: 1st . quarter 1981
ment methods adupted to Regions
the constraints faced by o 3
the regional planner in the
Ph&lippincu.' :

1. Revision of the provincial Monils . 1980
planning manual to incor~ - : R
porate gsectoral and physical

planning. '



.» R Btir:;ﬁhg'nau
Project Activities Location ;and Duracion

“36, Undertake research on Manila 1‘1980-1932
R rural=urban interactions;

on the economic acti- ,

vities in the regions; and

on other regional concerns.

17, Undertake a comprehensive cSQigétcaﬁ /:19305
research project on iater=— s D
tegionul and urban-rural
migration
18. Designing of an effective ‘Manila - 1st quarter 1980
- sad efficient regional B RS e
project monitoring systcam.
-39, Assistance in secting up - - -Manila - 2nd. quarter 1580 -
‘ of facainmile und imple= = und ,‘chanber 1981
mpenting the rueglonal Icgious '
ptojuct monitoring uyuc;m.
’Imediutc Objective &
20, Prepuratiocn of crutningwi ﬂﬁ#nii@ffy ,32nd quurcer lvuu
- program for 1980-El to . R (2 months) ’
strengthen regional '
plunniay und fwplement-
ution c;pab!liriuu.
21, Isplementation of :ruining Munila - - 3rd quarter ‘1981 -
. sctivities. e . and S 3982 '
R 'Regionu ’
<é. wevelopment of other - Hanila i ;:1980-1981
. training services as needed. S B
iiz}f Asgistance in the estab- 1832195547 lﬁliﬁd;i§§2yf
. lishment of the Phillppine R S
Center for Kegiunul Duevelop=-
Zent. L
24, Assistance in the ptepata:ion. 'ﬂ@ﬁ#i;fﬁa i;;ﬁ&@éiégé;;

development unc documentation
of materials for regionul ‘
developuent training prograws.

) bl
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Starting Dacte

Project Activities Location’ "and Duration
Immediace Objeccive S | '
25. Assistunce in the ewtadb- .'ﬂihiihfﬁ 195p—1931

lishaent of projcet devu-
lopment units in the RDC
organizational sst=up of
sach region.

;)ARIFZI.I; Prepurution of the Framework for Effcctive Participatdon of

National and International Stuff in the l'roject

The activities necessary to produce the indicated
outputs and achieve the project's immediace objectives
will be carried out jointly by the narionul and international
staff assigned to it. The reapective roles of the national
staff will be decermined by their leudurs, by mutual discus-
sion and agrecment, at the begianing of the project.

x?Al#fIt;J; Inutitutional Framcwork

The Natiounl Econumic und Developuivnt Authority
wvhich will be the Covernment's Coupurating Apvncy for
- the project was creuted in the luter purt ol 1972 when the
reorganization of the Goveinmunt took pluce. At the heln
of the NEDA {s a policy Loard chaired by the Pre .deont, and
48 coumposed of cabinet ministers of thu Bajol ay .acies of the
government and other exwcutive officiuls. The NEDA poard is
back-stopped by & technical staff headed by a Director-General
who 1s also the Miniscer of Economic Plunning. 1t has four
mujor offices for rshe above-mentionud purposes: a) Planning
and Policy Office, b) Programs and Projects Office, c¢) COperations
Office, d) Statistical Coordination Ofticc. The Planning and
Policy Office incorporates a Reglonal Development Staff as one
of its m2jor three units. '

Specifically, the NEDA is responsible for formulating
pational development objectives, policics and strategies,
and long-range and annual socio-economic development plans
and programs in the public sector; initiating certain projects;
excrciuing wide coordinating function in physical and human
resource policiuvs; und for pruparing uational suctorul und
regional development plans and programs.

Fbr planning and administrative purposes, the country
hos been divided into twelve replons, and later into thirteen
regions. Subsequently, a Regional Devclopuent Council was
established in cach region, excepting the thirteenth region
which is the Metropolitan Maunila, since, the regien has adopted
the Commission type governmental structure.
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: The principal funcction of the Council aze: 1) to

prepars loag range and annual vecio-economic plana for their
Taspactive region; 11) to conduct surveys, studies and researches
required for planning purposes; 1ii) to provide technical
assiztance in planning and relevant matters to local governments,:
private entities and regional offices of national sectoral
agencies; and iv) to coordinate all planning activities of
national local govarnmeat bodies functioning within the vegion.

The RDC is hcaded by a chairwan, an sppointes of the
President. The Council Propur which {s icts policy making body
4s composed of: a) the yovernors of pruvinces and wayors
- of chartered cities within the rugions; b) the regional dirsctory.
of the Burzsau of Agricultural Extension and Bureau of Plant
Industry of the Ministry of Agriculture; c) the regional directors
of the Ministry of Public Highwuys, Ministry of Public Works,
Ministry of Transportation and Coumunicutions; d) the regional
directors of the Ministry of Educacion and Culture, Health,
Local Government and Community Developuwnt; e) the General
Managers of any regional und/or sub-repional development
suthorities exiuting in the region; und £) u represencative of
- MEDA. .

o The technical scaff is the NEDA regional office, headed

by the NEDA rupresentacive. The Execucive Coumittee and the

- pachnical staff will act os counterpurts for the UND? advisers

~ on all plonniny matters at the regicnul level whilo the Regional

. Davelopment staff of the NEDA will act 48 cuunterpart ac the
national level. ' :

The Philippine Government hus uppuinted the Deputy .
Director Cenersl uf NEDA, who 1w also the Deputy Minister of ,
the Budget, as a National Project Coordinator. The Coordinacor
vill have overall responsibilicy om behalf of the Governneat
for implementing the project, recowmending to the Exacuting
Agency the engagement of consultants and consulcting firms and
asswning responsibilicy for their work, recoamending to the
Exacuting Agency the purchase of cquipacnt and supplies, preparing
progress reports and maintiaining on~yoiny contacts with the
Bxecuting Agency on all maicers affecting the implementation of
the project.

The Director of RDS will be responsible for the
.day-to-day operations of the project and for coordinating
and supervising the work of che project stuff. Ha will ba
deslgnutad. us. @ Duputy Nutlonul Projuct Caordiaucar. ‘
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Future'UNDP.Asﬁistancn

Further assistance from the UNDP may be necessary

‘fn the field of training particularly after the cleablilhﬁagtf

PART 1III.

" PART ‘II1.A.

 PART I1I.B.

PAR:fxllic?

of the Philippine Center for Regional Development.

SCHEDULE OF MONITORINGC, EVALUATION AND REPORTS

Triparcice Monitoring Kevicw: Technicul Reviews

The project will be subject to periodic ‘review im.

‘accordance with the policics and procedures cstablished

by UNDP for monituring project und prougran implementation.

Evaluation

The projcect will be subject to Periodic review in
accordance with the polictivs und procedutes establighed

by the UNDP. The orpanization, terms of reference and

timing of the evulution will be dectded by consultatien
between the Covetnmunt, UNLE und the kaccuciug Agsucy,

Progress _and Terminal Reports

_ Progress tuports on the wctivities of the project
shall be prepared in accordiance with the procedures of
the UNDP wvhich fs curruntly cvery six wonthy. A terminal
report shall be prepured at thu end ol the project.



"ANNEX H
 PROPOSED ALLOCATION CRITERIA:
' FOR THE _
“LRM SUBPROJECT FUNDS

Working Group C has considered several criteria that could be used to provide

an objective basis for allocating the available subproject funds each year

among participating provinces as indicative planning levels. Primary considera-
tions were data availability, reliability and simplicity. A number of suggested
" eriteria were discarded as failing to meet these tests. The Group agreed to
prepare a formula cgpposed of five indicators measuring three key areas of concern:

R

Need. The bas{c criteria for fund allocation should be the relative need of

~the populations involved. The group recommends the use of the absolute size-
of the provincial population below a poverty line (Pn) as the starting point.

This basic figuré can then be adjusted up or down by multiplying or dividing
it by ratios derived from the other indicators, and the results used to
divide the availabie funds proportionally among the participating provinces

. according to their adjusted poverty populations.

The first adjustment would be to divide Pn by the ratio derived from norma-

1izing the average family income of the province on the average family
income of all participating provinces, or by :

Yn/Nn
Y/N

‘where Yn and Y are the total family income figures for the province n ang

for all participating provinces, respectively, and Nn and R are the

" respective tctal family populations. This adjustment will increase the

allocation for those provinces with a lower average family income and

" reduce it for the richer provinces.

To obtain the bracketed family income data by province required to make
these calculations the LRM Project will have to request special computer
tabulations of the 1975 Family Income and Expenditure Survey from the
National Census and Statistics Office.

Tax Revenue Effort. It is considered important to provide an incentive to
Tocal governments to increase their own tax collection efforts in order to
mobilize sufficient local resources to fund a more satisfactory level of
local development activities. The LRM Project itself will result in higher
demands on local government coffers for counterpart contributions to initial
subproject costs and to meet the on-going operations and maintenance costs
many of them will incur,

The Group recommends the use of two indicators to measure tax effort. Total
tax collections (Tn) by the province (n) and its municipalities, not including
national allotments and other forms of outside assistance, divided by total
family income (Yn) would be a good measure of the total local government tax
effort in relation to the level of income of its tax base.

,bb



"(Local government taxes are derived mainly from two sources, the real
‘property tax and the business license tax.) In addition, the ratio of actual

real property tax collections (Cn) to collectibles (Bn) is an accepted
measure of performance in one of the main taxing activities of local govern-
ments. Collectibles (Bn) should be defined as one or two percent of the
total assessed value of taxable real property in the province, and not as
that part of the total the Treasurer thinks he can collect. It is

especially important to encourage real property tax performance among local

governments, and elsewhere WG-C is recommending that a commitment be
required of participating jurisdictions to undertake improved real property
tax mapping, assessment, records keeping and collections activities.

It is suggested that Pn be multiplied by the product of these two indicators,
Pn (Tn/Yn? (Cn/Bn), thus increasing the LRM allocations to those provinces
with relatively better performance records in tax collections and reducing

it in those with worse performance records. :

Other Assistance. The Group agreed that some adjustmert should be made to

decrease the allocations of those provinces that have already received

relatively more development assistance from other sources, not counting the

BIR allotments, and to increase the.allocations of those that have been '
relatively neglected. Comments from the field have indicated such an

adiustment would be desireable in the interests of fairness. It is suggested

that the total amount of such outside assistance reczived by each province

(An) in recent years, as recorded by NEDA/PES, be divided by family population (Nn)
to provide a per family figure. This number can then be normalized on the

per family assistance figure (A/N) for all participating provinces and divided

into the poverty population (Pn).

Pn = An/Nn

 _Thé eﬁﬁjre al]ocation formula recommehded thus becomes:

‘“j‘5;f5., Y(Nﬁ [ In Cn) o _An/Nn_ oo
(pn -;- oh ) . (_ﬁ B < T A/N Pn J‘;
, or

Pn (Tn/Yn) (Cn/Bn
Yn/HNn n/Nn
/N T AN

Pn's=

- and thé share (Xn) each province receives of the arnnual LRM subproject

budget 1s determined proportionally to their share of the adjusted poverty
population figure (P'), where P' = P1'+ P2'+4 P3' 4+ ... + Pn':

xn s Lo Pn’ |
n= p % PTT P st PO




"COMMODITY PROCUREMENT PLAN *

A. Methods of Procurement and Compliance with AID Regulatory Requirements:

NEDA will be ultimately responsible for all procuremen: actions for the
Because of the limited amount and value of offshore procurement,

project.

it is envisioned that a U.S. Procurement Services Agent (PSA) will be

utilized to purchase offshore caomodity
igssued by USAID. Payment for offshore commodities will therefore be made

inputs for NEDA under a PIO/C

under an AID Direct Letter of Commitment issued to the PSA.
The authorized source/origin of commodities for the project is AID

Geographic Code 941.

However, local small value purchases (shelf items)

are authorized as necessary within the local cost financing limits
contained in HB 1B Chapter 18. No walvers are anticipated for this

project.

Commodities procured offshore by the PSA will be marked by the

suppliers/manufacturers with AID hand-clasp emblems. Locally

procured -

items will be marked with like emblems which USAID Logistics Divisian will

Source/

supply to NEDA.
B. Comodity List
Item Q. End User Origin
Ucility Vehicles =~ 6  Regional NEDA U.S.
_ S 1  Central NEDA "
Micro Computers 3 Regional NEDA "
‘ : 1  Central NEDA "
‘Electric Typewriters 6  Provincial Govt
‘ ' 3  Reglonal NEDA "
2.  Central NEDA "
'l\n-\hy Radios 6 Provincial Govt
Provision for other small value items
m

u.S.

Estimated
Delivered
Cogt*

$ 66,000
11,000

- L]
O 0o &

8888588

lg

$ 200,000

*Es:imntes cm&inalﬂlinﬂacimfactor&mcmtpduz AJ.].

eamdicias will be purchased as early as possible in FY 1583.

/6



A. GENERAL CRITERIA FOR COUNTRY

B. FUNDING CRITERIA ¥R PROJECT

1. Ev\ﬂmt Assistance Pro]act:
teria.

a. FAA Sec. 102(b); 111: 113;
28§a§. Extent to #EE acﬁﬁtge

a) effectively involve
poor in development, by
extend access to econ at
local i{e%el, increas i
labor-intensive production
and the use of appropriate
technology, spreading
investment out from cities to
smell towns and rural areas,
and insuring wide
perticipation of the poor in
the benefits of development on
a sustained basis, using the
appropriate U.S.

institutions; (b) help develop
cocperatives, especially ly
technical assistance, to assist
tural and urban poor to help
thenselves toward better life,
ard otherwise encourage
demccratic private and loecal
goverrmental institutions;

(c) support the self-help
efforts of developing camn-
tries; (d) pramote the parti-
cipation of women in the
nationzi economies of develop-
ig countries and the improve-
ment of women's status; and
(e) utilize and encourage
reglonal cooperation by
developing countries?

b. FAA Sec. 103, 103A, 104,105

1 . 5 assistance
Bade avallable:

(b) A major ccmponent will
be the development of
mdels for beneficiary
organization.

(cg.fnti‘].ppmiect mt:he
self- t o
local levefmcep '

(d) To a Limited extent.

(e) N/A

/63
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(1) /103/ for agriculture, rural
development or mutrition; if so
(a) extent to which act::l.vit.y is
specifically designed to in-
crease productivity and income
of rural poor; 103A if for
agricultural research, full
account shall bte tsken of the
needs of small farmers, and
extensive use of fileld testing
to adapt basic research to
local conditions shall be made;
(b) extent to which assistance
is used in coordination with
programs carried out under

Sec. 104 to help improve
nutrition of the pecple of
developing countries through
encouragement of increased
produccion of crops with
greater nutritional value,
improvement of p

research, and education ‘with
respect to rutrition,
particularly with reference to
{=provement and expanded use
of indigenously produced
foodstuffs; and the
undertaking of pilot or
demonstration programs
explicitly addressing the
problem of malnutrition poor
and vulnerable people; ard

(¢) extent to which activity
increases national food
security by improving food
policies and managem.nt and by
strengtiening national food
reserves, with particular
concern for the needs of the
poor, through measures
encouraging domestic
production, tuilding netional
food reserves, expanding
available storage facilitias,
reducing post harvest food
losses, and improving food
discribution?

Yes.

(a) A major focus of
project is productive
eaployment and increased
income for rural poor.
Each subproject will
udergo analyses to
assure social scundness
of proposed interventions.

(b) to a limited extent;
not a direct tirust of
the project.
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c. /107/ is sppropriate effort
placed on use of riate
techmalogy? (relativagy
smaller, costsaving, labor
using tectmol logies that mﬁa
enerally most riate for
tszha smalllr &ms?pps;zgl
businesses, and swall incomes
of the poor).

d. FAA sec. 110(a). Will the
recipient country provide at
least 25L of the costs of the
program, project, or activity
th respect to which the

assistance is to be furnished
(or has the lstfer rost-gshare
ing © ement been waived
for a 'relatively least

developed'' country)?

e. FAA Sec. 110(b). Will grant
cepital assistance be

dichzsed Zor project over

wore than 3 vears? If so, has
Justification satisfactory to
Congress been made, ard

efforts for other financing,

or is the recipient country
"relatively least developed''?

£, FAA Sec. 281(b). Describe
extent to whuch progran recoge
nizes the particular needs,
desires, and capacities of the
pecple of the country; utilizes
the country's incellectual
resources to encourage institu-
tional development, ard sup-
ports civil education and
training in skills required
for effective participation

in goverrment processes
essential to self government.

g. FAA Sec. 122(b). Does the
activity give reasonable
promise of contributing to the

Yes.

Yes.

No..

Project draws on local
inscitutions t» support
local goverrment in
daveloping strategles,
program plans and sub-
projects. Local resource
ﬁﬁ.t:utims will provide
s s training, crganize
seminars, mﬁcsmp:? etc.
to sollicit beneficiary anc
local offlcials ideas for
more effective plamming,
management, mornitoring
and evaluation.

Yes.
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development of economic
resourcss, cr f:0 the increase
of prodictive cspacities and
pzif-sustainirg economic
growth?

2. Dewel t Assistance Project
l'l'r?{t:ez"x.ai EGEE Only)

a. FAA Sec. 122(b). Informs-
tion and conclusion an
cupacizeof the countxy to
repay loan, at a
reasonable rate of interest.

b. FAA Sec. 620(d). 1f assist-
ance 1s for eny productive
enterprise vhich will coupete
with U.S. enterprises, is
there an agreement by the
reciplent country to prevent
export to the U.S. of more

than 207 of the enterprise's
anmual production during the
1ifo Af rho lAan

PROJECT CHEQRLIS

A. GENERAL CRTTERIA FOR PROJECT

1.

2.

81 /pp Act. Unmumbered; Sec.
633 (b).

(a) Describe tow autho

and appropriations Committess
of Senate and House have been
or will be notified concerning
the project;

(b) Is assistance within (Ope-
rational Year Budget) country
or international organizacion
allocation reported to Congress
(or not gore than $§1 million
over that amount)?

FAA Sec. 611(a)?1). Prior to
o a wxcess of
$100,000, will there be

Such capacity doss exist:

WA

Project was included in
FY & Congressional Pre-
sentation

Yes

Yes



3.

4.

7.

-5-

(a) engineerisg, financial

other plans n2cessary to
carry out the sssistance and
(b) & reasonably firm estimate
Df m cost Lo d‘ UoSo °£ tl‘
assistance?

FAA Sec. 611 (8)(2). If fm-
ther legislative action is
required within recipient
country, what is basis for
teasonable expectation that
such action will be com-
pleted in time to permit
orderly accomplishment of
purpose of the assistance?

FAA Sec. 611(b); 8l App. Act.
Sec. 1. lr ror wacter or
water-related land resource
construct-ion, has project mit
the standards and criteria as
set forth in the Principles
and Standards for Planning
Wazer end Related Land Resour-
ces, caced October 25, 19737

FAA Sac. 6l1(e). If project
1s capital assistance (e.g.,
construction), and all U.S.
assistance for ir will exceed
$1 millior, has Mission
Directer certified and Regional
Asslstant Administrato: taken

into consideration the councry's

capablility effectively to main=
tain and urilize the project?

TAA Sec. 209, TIs project sus-
ceptible of execution as part
tugional or multilareral pro-
je:t? 1f so, why in project

nol so exacuted? Information
ard! conclusion whether assis-
tance will encouraje regional

development prograis.

FAA Sec. 601l(a). Information
and conclus Wether project
will encourage efforts of the

A

WA



country to:

(a) increase the flow of inter-
national trade;

(b) foster private initiative
and coampetition; and '

(¢) encourage development

and use of unions, and
savings and loan associa-
tions;

(d) discorage monopolistic
practices;

(e) imvrove rechnical effi-
ciency of industry, agricul-
ture and comrerce; and

(£) strengthen free labor
unions.

FAA Sec. 601(b) Information
and conclusion on how project
will encourage U.S. private
trade and investment abroad
and encourage private U.S.
participaticn in foreign
assistance programs (inclu=-
ding use of private trade
chamels and the services

of U.S. private enterprises).

FAA Sec. 612(b); Sec. 636(h);
Describe steps taken to assure
that, to the paximm extent
possible, the country is con-
tribueing local currencies to
meet the cost of contractual
and other services, ard

Yes; Subproject design
encourages direct involve-
gent of azsucistions of
of the pcor, PW's, far-
mers, etc., as major
actors and beneficlaries.
The project has as a major
objective development of
systems ard prucesses for
self-help.

Associations of poor will
be encouraged to develop
credit cooperatives when

 appropriate.

N/A

"To li=ited extent

WA

Project involves mostly
local cost financing.
Nature of project would
not lend itself to U.S.
private trade/investments.
A U.S. institution will be
requested to provide tech-
nical services. Cammodity
urement will be
imited and will be of .
U.S. source and origin.

GOP will provide a wminimm
of 257 .f project costs in
local currencies. Foreign
currencies owned by the
U.S. are not avallable to
this project.



10.

11.

-7

 foreign currencies owned by
“the U.S. ere urilizad in lleu

of dollars.
FAA Sec. 612(d). Does the U.S.

own excess foreign currency of
the country and, if so, what
arrangements have been made
for its release?

FAA Sec. 601(e). Will the
project utilize campetitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

App. Act Sec. 521. 1If assis-
tance is for the production

of any commxdity for export,

is the commadity likely to be
in surplus o world markets at
the time the resulring product-
ilve capacity becomes operative,
and is such assistarce likely
to cause substantlal injury to
U.S. producers of the same,
similar or coopeting commodicy?

WA
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