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LRM PROJECT PAPER

PART I: SlMMARY AND RECG1MENDATIONS

A. Fiscal Data

Summary fiscal data are provided in the Project Data Sheet on the
preceding ~g€. The U.S. share of costs for the three-year Phase I of the
project is $6.0 million. The Project Identification Document (PID) for this
proposal was approved June 17, 1981. The AID/W cable approving the PID is
included as Annex A.

B. Purpose

The purpose of the first phase of the Local Resource ManagemeI}t
Project (lRM) is the identification of re licable tar ted a roaches!! to
local de . ro . S re ions_ ~c can e
exten ed and institutionalized throughout these reg~ons in subsequent phases.
As the project evolves, its later phases will be characterized by the
development of working partnersh~ps among provincial and municipal
governments, the private sectod! , and poverty groups such that the group
members are assisted in organizing their efforts, defining their own needs,
establishing priorities, and latmching initiatives to obtain additional
resources to supplement those resources available to them locally. These
working partnerships will necessarily develop at differing paces in different
localities due to variations in the capacities, willingness, and determination
of provincial and municipal government officials, the private sector, and
poverty group members.

c. Cooperating Country

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

1/ The term "targeted" approaches will be used throughout the paper as
shortfland for a set of systems and processes which seek to establish
productive, self-reliant 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 thisPP, "private 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.
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implementation 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 se I of a 10- ear multi- based ro am of
institutional development._ The project inten s to dentify rep ca e,
targeted approaches to local development in six provinces. If these innova­
tive approaches prove responsive to local residents I 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 IDcal Resource Management Project builds on over a decade of
government 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. 'Ibis dialogue will begin in Phase I
at modest cost to AID and the OOP. It will make possible initial efforts in
this critical area without long-term or expensive a priori commitments to
untried innovative or experimental development approaches.

To initiate the process, Phase I will operate along three separate
.implt!I!TtAtion tracks: 1) provincial strategy and local projeCt"'C1evelopment,
2)local financial adiiiinistration, and 3) beneficiary participation •

.The first track will absorb the greatest share of project attention
and resources. It will work with the participating provinces on developing
strategies for assisting defined target groups, based on an understanding of
the needs and potentials of their members for self-help development. It will
al.so assist provinces in identifying and developing feasible subprojects to

'-'--~plement approved strategies. It will stress improved subproject monitoring
and evaluation along with more flexible budgeting procedures to permit
subproject implementation adjustments in response to local conditions and
beneficiary inputs.

'!he second track will center on developing financial monitoring
systems to enable provinces and nnmicipalities to increase local revenues

17 Phase I will be evaluated as a three-year initial effort in order to
provide the basis for a Phase II ftmding decision. However, the PACD of the
Project shall be initially set at seven years_in order to allow for multi-year
subprojects to be approved even in year three of Phase I.

•

".

•

•
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through improved administration of local finances and collection of taxes,
including real property, business, amusement, slaughterhouse, market, and
other taxes.

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

U&\.ID 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. 1he 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 l~!-~tory 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. 1hese assistance resources are to
be provided in a flexible way to meet needs as they are identified 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 GOP budget
releases directly to the provinces for subproject implementation. Further
perfonnance payments related to these provinces will be made only if they are
effectively implementing previously approved subprojects. AID will use these
payments to leverage developnent of more autonOIOOUS and responsive systems of
planning and budgeting.
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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, adaptation, and learning what works, what does
not, and why. '!his information will be the basis for determining which
approaches to local development are worth replicating and devising a strategy
for replication in Phase II.

E. Project Costs ($ '!housand)
AID

Loan Grant GOP Total
Technical Assistance 2:I7! 525 2,700
Training 170 140 310
Comnodities 200 20 220
Research 320 260 580
Evaluations 35 35
Subprojects 3,250 3,250
Perfonnance Payments 2,125 2,125
CoIIlDlU1ity Projects 450 450
OOP Salaries, Allowances 870 870
and Operating Expenses

Total 4,500 1,500 4,500.!l lO,500.!l '"

F. Beneficiaries

Primary beneficiaries will be the upland farmers, artisanal fisher­
men, and landless agricultural workers in the six participating provinces
selected for targetted assistance, estimated to number 90,000 families.

G. Summary of Project Analyses

'!he feasibility analyses contained in Annex E a.nd summarized in Part
IV indiate that Phase I is technically, institutionally, economically,
socially, and environmentally somd. Moreover, IRM is consistent with the
findings worldwide as well as in the Philippines that local development
projects which involve significant community participation are better designed

.... " t. '.. 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 approved, five policy issues have been raised in
connection with I.RM which reflect current AID/W concerns:

y ROtmded.
•
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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 Phase I, wherein assistance
resources are to be-used for institutional development purposes. This
significant reduction in project cost reflects design considerations and a
deliberate effort both to reduce AID ftmds earmarked for resource transfer and
to reduce risk.

2. Stre
effect of decentra at on s 0 ten to s y exten e reac 0 central
government. IRM is concerned with enlarging the provinces I scope of discre­
tion over centrally allocated budget resources 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 of an elected governmental tmit to offset the strength of central line
minis tries.

3. Creation of New Bureaucracies: 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: Lessons from 12 Years of Local Government Investments in the
~pines: The issue here is What does LRM propose that is different from
USAID s already substantial investment in local goverrnnent development. Annex
C specifically documents the experience and lessons from PDAP as well as the
issues which have been taken into account in the LRM design. LRM is clearly a
logical next step along the path to more decentralized and responsive local
development.

5. IRM as an Integral Element of the COSS: This issue was raised
during the AdIDiriistrator i s Country ReView and the FY 1983 CDSS. The Mission
views LRM, with its emphasis on provincial governments, as the horizontal
underpinning to the other IOOre 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 PIn approval cable have all ('_.~- .......
been addressed in the course of project design and their resolution is - ~- ,....
reflected in the PP.

J. Recormnendations

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
proposed project both feasible and consistent with GOP and AID priorities.
USAID recommends, therefore, that $6.0 million, including $4.5 million in loan
funds and $1.5 million in grant :fi.mds, be made available during FY 82 and FY
83 to support implementation of LRM Phase lover a seven-year period. The
GOP's official request for assistance is provided as Annex B.
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PART II. B!\(l(GRQUND AND DRI'AILED DESCRPTION 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 rural residents of the CDSS
regions (V, VI, and VIII), particularly among landless agricultural workers,
small/farmers in rainfed, especially upland areas, and traditional fisher­
men.l The most critical problem these people face is their inabiligr to
fin roductive full-time 10 nt. This, in turn, is caused by r sirig
populat on pressure on an er mg resource base and the inability of the
country I s capital intensive and urban concentrated industry to absorb excess
rural labor. As the FY 84 COSS states, "Expanding the opportunities for more
productive emI?}oyment is the crux of the development problem in the
Philippines . II~

The Philippine Qwernment recognizes the importance of alleviating
poverty in rural areas and, in fact, for the past decade has been investing
its resources in programs aiIood at achieving broadly based development. Yet,
while impressive gains against aggregate economic growth targets have been
realized in several sectors, inc~ distribution FftfMins highly skewed. and
the level of development of severa: regiOns, including the CDSS regions, lags
far behind that of Metro Manila and the surrounding area.

B. Rationale

The case for LRM is based upon three fundamental premises. The first
. is that the Qwernment of the Philippines has a legitimate, indeed necessary,
role to play in stimulating the creation of productive employment and improved
welfare among the rural poor. The second is that the GOP can carry out this
function effectively only if local government is given sufficient authority
and has the capacity and cc:mnItiiient to identify and respond to the priority
needs and potentials of its poor constituents. The third is that local
government, in responding to these needs and potentials, must learn to act as
a catalyst to create the kind of environment at the municipal and barangay
levels necessary to encourage the development and expansion of economic
activities led by the private sector, including the poor themselves.

Traditionally, the central government has used a markedly top-down
approach in planning and implementing development programs. Insufficient
attention has been paid in the process either to the wide diversity of local
conditions found in a country of 7,000 islands or the need to mobilize local
private as well as public resources to sustain development.

'"

17 There are an estiJnated 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 COSS I S for FY 82, 83, and 84.

2/ See page 13, FY 84 COSS.
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In recent years, the GOP has become 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~DAP) 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 only in PDAP provinces but
throughout the country. (See Annex C for a full discussion of the PDAP ex­
perience and the lessons learned.) In the mid-seventies the World Bank began
assisting the Government in developing regional planning frameworks and the
supporting organizational structures and capacities. As a consequence 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 Annex E for an analysis of institutional capaci­
ties and planning systems.) F\.1rthenwre J the GOP is extending the regional
planning process to the provincial and municipal levels, and linking it to the
budget cycle.

Despite these positive moves toward greater decentralization J addi­
tional Changes are necessary in order to most effectively address the pressing
problem of poverty at the local level. As the PDAP experience suggests, de­
centralization alone cioes not pennit development actions which are fully res­
ponsive to local needs. And while the development of infrastructure is cer­
tainly necessary, it too is insufficient to stimulate productive employment
and sustainable growth.

The critical missing ele:nent in the GOP's decentralization program
which this project seeks to add, is the active involvement of local rovem­
~,.Y the private sector, and povei groUp meIl'bers thfiTns§hii. cal ..
government mus t engage tfie creatiVe eorts and resources of people and the
market place by assuming the role of development catalyst. This in turn will
mean avoiding the tendency to assume that presently unavailable services or
resource gaps must be met by government without first considering whether they
can be met by private enterprise or private voltmtary effort. Such a reorien­
tation \vi.ll require that local governments develop a greater understanding of
existing resources and resource management capabilities withl.O local conmuni­
ties and how they are used and leam to assist these cOIIllIllmities in
strengthening their capacities to help themselves.

17 As applied to IRM, and unless otherwise noted, "local government"
refers to both. provincial and rmmicipal governments. However, it should be
understood that the principal leadership in any given province, at least
initially, will come from the provincial rather than municipal government for
reasons explained in the following section of this part of the paper.
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IRM is designed expressly to promote such institutional development
by testing and identifying IIX)re effective approaches to local development.
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 faced with the basic issue of whether LRM
should focus on working directly with municipal governments or with provincial
governments.· n1e choice was to work through the provincial government, with
the expectation that over time the role of municipal governments in any given
province would expand but not supplant that of the provincial government.

\mile municipal governments would at first glance seem a more
logical focus for LRM, given their closer ties to the community and project
beneficiaries, IIX)st municipalities at present simply do not have the minimum
staff, technical competence, or access to resources needed to successfully
carry out the responsibilities of local government as foreseen under lRM. In
contrast, provinces, after more than a decade of PDAP efforts, are now in a
position to use LRM to gain a greater measure of discretion in addr.essing
local priorities. fureover, the province can serve as the vertical link
between the municipality and the regional government, especially by supporting
municipal level development efforts and by providing an additional channel for
articulating municipal priorities upward in the system. In addition, the
province is well placed to improve horizontal links to line agencies, which
control the bulk of development resources, and thereby, should, be able to
influence these agencies' budgetary allocations. LRM' s interest in expanding
local government influence over the resource allocation process can best be
served at the provincial level, where the governor and his Provincial
Development Staff (PDS) carry considerable clout. Finally, from a project
administrative viewpoint, provirtces represent a more manageable number of
units for LRM to work with and provide a means for reaching more municipali­
ties than if the project attempted to work directly with municipalities.

D. Project Description

The Local Resource Management Project is Phase I of a IO-year
multi-phased program designed to help local governments become more responsive
to the needs of their more disadvantaged constituents. The program entails a
long-tenn ins titutional development effort aimed at gradually reorienting
existing provincial development capacities toward supporting the self-help
efforts of specific target groups, e.g. upland and coconut farmers, fishermen,
and landless rural workers. Through the development, replication, and
institutionalization of innovative approaches to local development, the
program will support GOP efforts to reform its policies and institutions 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 proIlX)te
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greater self-reliance among provincial governments by helping them increase
their influence over the allocation of central government financial resources
and improve their ability to effectively mobilize local financial and human
resources in support of locally identified programs. In the process,
provincial governments are expected to assume increasingly the role of
catalyst in local development, encouraging greater participation by private
business, civic, religious, and educational organizations, municipal govern­
ments, and bene;ficiaries at the municipal and barangay levels.

Phase I of the program initiates the process of identifying new,
more responsive approaches that can be replicated and sustained over time and
across different localities. It will focus on helping six prpvinces develop
and install locally appropriate approaches to planning, evaluation, budgeting,
financial administration, and beneficiary participation. Phase I will
emphasize systems development and institutional learning within existing 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 resource
institutions to provide a combination 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
municipal government officials, the private sector, and members of targeted
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 to additional resources
to help them attain their objective(s) .

t is assumed that the result in an increased use of
11 available human financial ces as e~ ence

local c , to be supplemented and complemented wit a ~t~ona

resources available from higher levels of government, line agencies, and other
organizations, including international donors. Clearly, this evolution toward
a strong working partnership will move at different speeds in each province
and even among municipalities within provinces. Thus, some provinces and
municipalities may reach this stage by the end of financing of Pnase I or
early in Phase II, while others will not do so until well into Phase II or
even later in the IRM program.

Phase I will require $6.0 million in AID funds ($4.5 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 "IT 85) at an indicative cost of !Ul-­
million in AID funds. F\.mds 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). (he province in each of these regions
will serve as a pilot province to begin developing workable systems and
approaches within the existing local government structure. Selection of the
first three provinces will be based in P!1;t on their goverinnents' proven
capacity and cormnitment to IBM concepts.J The pilot approach ,all
facilitate the early learning essential to expansion to other less prepared
provinces. Three other provinces will be phased in as experience is acCtunU­
lated, methodologies are field 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 regions are expected to be participating fully in
IRM.

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

1. Provincial Strategy and Local Project Development

This is the central component of the project. It seeks to find
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 total popula­
tion, the incidence of poverty within the group, and its access to land and
water resources.) '!he strategy will be the vehicle for reorienting provincial
planning toward helping people help themselves. '!he concept of a strategy
represents an evolution over the current project listing approach. LRM's
interest 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 priority resource allocation.

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 lmderet;and the problems and potentials of major target groups found
in the province;Y (b) develop provincial strategies and subprojects for
addressing the specific needs of selected target groups; and (c) encourage

17 The project design team has ascertained that the gove~t 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.

...
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private sector involvement in building a healthy economic environment at local
levels. IBM will be especially concerned with developing appropriate plarming
approaches for translating research findings and staff analysis into sensible
provincial strategies for assisting selected target groups, given available
resources and provincial development priorities. In support of provincial
strategies, the project will encourage utilization of research institutions
and available statistical and analytical infonnation found within the region.

The capacities of provincial staffs will be expanded to develop
feasible and innovative local subprojects on behalf of the province and
municipalities in support of approved strategies. These subprojects will be
approved against the criteria spelled out in Part VB. 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 experlence ~s gained, provincial subprojects stroult1 .
~ncreasingly be of an emplgyment and income generating type. EXamples of the
types of subprojects which IBM will support are:

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

small-scale agre-industrial activities that have a low capital
input such as simple food ~rocessing 2 ~icultural ~lement
manufacttgipi, building-rna eriats manuctur~, and ackiacd
livestock raisin~i

cgnmunity gel f-oe;W activities that require technical
assistance and seed rooney.

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 ~f

the cGfilities and interests of local business concerns and ser\1ice
organ tions ana seekIng ways to IDaXiIliiZe Eneit paftiCipatidti m subproject
implementation. It is likely, for example, to be less costly and more
stimulative to the local economy to contract with local firms for road
cons truction and even maintenance than to have the provincial government carry
out these ftmctions. 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
selected target group. An important objective of early subproject implementa­
tion will be to learn which interventions work, which do not, and Wi and
build this knowledge into the development of subsequent subprojects.J
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.
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to identify weaknesses and build up provincial staff capacities in those areas
through on-the-job, tailored workshops and training sessions. The subprojects
will also serve to demonstrate whether the programning 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 overnment . ces direct1 to use

eve op lncreasing1y more innovat ve emp oyment and income generating
subprojects. This new GOP procedure will be a major 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 governments Which they require in order
to effectively manage financial resources. These relate to better monitoring
of revenues and expenditures, establishing a sound tax base, and otherwise
maximizing revenues from existing sources. For example, this component will
assist provinces and municipalities in developing relatively simple procedures
for forecasting revenues by major source and for comparing such forecasts with
actual receipts as a basis for improving fiscal performance. It will also
explore various local government credit financing schemes as a means to
mbilize additional resources for local development activities. (Local
governments may borrow for development needs. However, credit financing is
rarely used, mainly because local governments lack information and the
capacity to package loan proposals.)

LRMwi11 also support research on local financial policies and
procedures. This research will build on extensive studies undertaken by
Syracuse University in collaboration with the Philippine Institute for
Deve1OPffi€!I)t Studies, the National Tax Research Center, and the Ministry of
Finance.1! As policy constraints are identified, they will be documented
and raised at regional and central levels of government with a view to policy
and regulatory reform.

Other aspects of this component include working with provincial
and municipal financial officers to develop approaches and related skills
necessary to improve taxpayers' knO\v1edge of their tax related rights and
obligations, plan and implement low-cost tax collection campaigns, and
effectively expand throughout the province improved systems for real property
tax administration, pilot tested tmder the USAID supported Real Property Tax
Administration (RPTA) Project. In addition, the component will deal with
broadening the revenue base by improving collection of other important taxes
such as those on business, amusement, markets, slaughterhouses, etc. All of
these activities should lead to greater mobilization of local financial
resources to support local development.

17 See Roy Bahl et a1. Str~theni~ the Fiscal Perfonnance of
Philippine Local Governments: Analysis an Recommendations. (Haxwelr School,
Syracuse University, June 1981).
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Technical assistance and training will be directed at improving
financial management procedures and practices tailored to the particular needs
of participating provinces and mtmicipalities. 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 'Qriyate sectorl / efforts
in organizing beneficiaries to municipal 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 provinci.al
subproject planning and implementation systems.

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

An important constraint to the effectiveness of these organiza­
tions is that there is no link to the govemment sector, the private agencies
preferring a1Dx>st universally to work quite independently. Consequently, most
private sector efforts have had limited spread effect and only localized
impact. Government. for its part. has seldom looked to these organizations as
an important development resource. despite its own general lack of capacity in
beneficiary organization.

LRM will provide resources to private sector organizations to 7
test approaches for buildi t-effectiv . .
develo ment between loc beneficiaries. The approaches should
have poten or expanded application oug ut 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 involve developing an institutional capacity in the
provinces to support extension of the approach to new cornmtmities and to other
private agencies, and to facilitate transfer of experience and methods.

1/ The component will rely principally on private voluntary organiza­
tions-registered with both the GOP and USAID. lbHever, other types of private
sector entities such as civic and social organizations may also be involved if
project implementation experience suggests the desirability of so doing.
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Greater specification of project outputs and the assumptions
linking outputs to achieverrent of the project purpose, as well as the
indicators which will signal achievement of the purpose, are found in Part III
A and in the Logical Framework at Annex D.

E. Relation to AID Strategy and Other Projects

~~sion's assistance st:t:4tegy is aimed at generating more
productive rtQ:al 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 COSS regions (V, VI, and
VIII) better understand and support the livelihood efforts of the identified
poverty groups. It seeks to prexnotegreater independence of action on the
part of local governments to respond to local priorities at the same time as
they support nationally mandated programs.

~ is integral to the Mission's strategy. It is the horizontal
underp~.f~morevertical•..tMionally-focussed programs that are
working through the line agencies, Le. the Rainfed Resources Development
Program (RRD) through the Ministry of Natural Resources and Ministry of
Agriculture and the Rural Ente rise velo ment Pro·ect REDP) through the
Ministry of Trade an n ustry. LRM proposes to work directly with provinces
through Regional NEllA and the Regional Development Councils. Line agency
activities are coordinated at provincial levels by the Provincial Development
Staff, with the assistance of the provincial r-n:.G 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 uedium-scale,
labor-intensive private enterprises in these saroo regions. Both projects \dll
be working through line agencies, which will be coordinating their efforts
with many of the same provincial governments that WI proposes to assist.
Thus, LRH can reinforce RRD and REDP through employment-generating activities
in provinces focuss ing on a cCXIll:OOn 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 commtmity management of natural resources
or small-scale industrial development. LRM fully intends to maximize these
opporttmities 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 COSS 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 opportunities for coordination.
FUrthermore, both pI-oJects will look to the ROC to play an active role in
their implementation. Similarly, both projects will work with PVO's. \oJhere
the projects are operating in different regions, there is no immediate concern
for overburdening administrative capacities. In Region V, with the ongoing
Bicol Integrated Health, Nutrition, 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. Only in Region VI will
1RM rely on the same entity as FPHe. Even there, however, the PUSH project
has an established project organization and implementing capacity. LRt1 will
have its own small staff within the NEDA Regional Office to handle LRM
implementation needs and~ therefore, the NEDA Regional Office in Region VI
should be able to manage both projects along with the many other donor and
national government programs it already effectively administers.

USAID is currently supporting local government development through
several projects under both the DA and ESF accotmts. These projects are
briefly compared in Table 1. Annex: C describes the PDA? projects which are
nearing completion in more detail. Among those, the project most closely
related to IBM is the Rural Service Center Project, which is assisting the
governments in sixteen chartered cities to become more responsive to local
needs. 1RM will be drawing on relevant experiences and lessons from that
project, especially with respect to local financial administration 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 municipal governments mainly in Region III to
develop and implement local projects; hence, opportlll1ities for sharing
experiences and learning from each other exist between I..RM and MDF. The MDF's
geographic and municipal level focus virtually precludes duplication of effort
or problems of coordination.

The newly proposed £SF Regional Development Fund (RDF) is designed
to support regional and provincial development investment plans in Region
III. RDF, through capital assistance supplemented with small amOlmts of



•
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technical assistance, will enable provincial governments in the vicinity of
u.s. military facilities to accelerate local development based on current
planning approaches and project development capacities. ROF and LRM are quite
distinct, though both projects adopt a provincial focus. First, they will be
implemented in different regions. Second, they have different lead agencies
(i.e., NEDA for I.RM~ MHS for RDF), although both will rely on the ROC. Third,
IRM is taking on the more ambitious task of institutional development needs of
the province toward more targetted projects directly in support of people'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 LRM is the
UNDP/IBRD Assistance in Regional Planning Project, now i.n 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 planning assistance effected in earlier phases. Phase I focussed
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 (ROIP'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 Regional Development
Councils. The planning and implementing capabilities of both the national
line agencies and local governments 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 Infonnation
System (IRIS); (3) Project Development Training.

The RPMS 11as been pilot tested in three regions including Region VI
and is ready to""""'5e 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 Kilusang
Kabuhayan at Kaunlaran, or National Livelihood M:>vement. As such, it offers a
ready system for LRM to adapt to the monitoring needs of local governments for
their subproj ects.

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. LRM
plans to link into this information system as part of generating provinci,al
and regional data on poverty groups for provincial strategy fOnmJlation and on
local government revenues and expenditures.

The ProjectDevelopmentTrainin~ has been aimed at the NEDA Regional
Office and regional Bne agency staffs an has prepared them in turn to
provide training in project development to local government staffs. J.Rr.f
implementation stands to benefit directly from this capacity and some of the
project development materials.

For further details on Phase III refer to Annex G.

LRM will rely heavily on the regional machinery and, capacities
developed under the UNDP/IBRD project. LRM will also directly complement the
project in two ways: First, by working with provinces in ways that can help
better link provincial planning to the RDP/RDIP process. Second, by develop­
ing targeted planning approaches to supplement the sectoral and integrated
area framework institutionalized under the UNDP/IBRD project. Close coordina­
tion between the two projects is assured by the fact that they will be
administered by the same Project Executive and Deputy Executive Director
within NEDA (see Part V for 004 Organization).

PART III. INPlITS AND FINAOCIAL PLAN

A. Budget St.mID8.ry

AID fLmcling of $6.0 million is proposed in support of Phase I of the
LRM program. A loan of $4.5 million will finance technical assistance,
camnodities, and payments to the GOP for satisfactory performance in the
testing of planning and budgetary innovations. A grant of $1.5 million will
finance technical assistance, training, research, evaluations,· and cOIIlIIllU1ity
projects. AID's share of the total Phase I project cost of $10.5 million is
57 percent.

The GOP contribution of $4.5 million ,rill finance training,
comnodities, research, provincial subprojects, and compensation of government
personnel and other operating expenses. Inc luded in this figure is $0.5
million to be provided by provincial governments.

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

INPU!'-QOTP(Jl' RELATIONSHIPS

INPUTS

Track One
Provincial Strategy and ~cal Project
Development

1. Planning and Information 1- Targeted strategy approaches deve-
Systems Development loped and tested.
(78% of AID project

Enchanced provincial (PDS) capaci-costS) 2.
ties to develop and obtain funding

Resource Institution T.A. for subprojects in support of
Budget Specialist ~ approved strategies.
Information Management
Specialist

Training 3. Approaches for encouraging private
Research Fund sector involvement in local devel-
Performance Paynents opment developed and tested.
Com:DOdities

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

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

2. Local Financial Adminis­
trative Systems and Capa­
city Development (12% of
of AID project costs)

Resource Institution T.A.
Local Finance Specialist
Training

Track Two
Local Financial AdIIiii1istration

6. Improved provincial and municipal
systems, procedures and capacities
in local financial administration

Track Three
3. Testing of Participatory Beneficiary Participation

Approaches (10% of AID pro-
ject costs) ~ 7. Approaches tested for linking

private sector activities in bene-
Technical Assistance ficlary organization to provincial
Commmity Project Fund and municipal development activities

related to a selected target group.



TABLE 2
PHASE I BUIXEr BY SOURCE OF FUNDS!!

($ ThOusBrid)

AID OOP

FUnctional Category Loan Grant
central PrOvincial Total

Total Govrt. Govrt. Total All Sources

t-'....,
0"'

670
(70)

(205)

665

(150)
(450)3/

(65)

8,930

(1,880)
(240)
(220)
(580)

(3,250)
(2,125)

(35)
(600)

945

(65)

(600)

240

(35)

(205)

65

4,235

(105)
(20)

(260)
(3,250)

[i _

375

(65)

(95)

65

(160)

95

(215)

(440)

145

(35)

(110)

3,860

(105)
(20)

(260)
(3,035)

705

600

(150)
(450)

(670)
(35)

4,695

(1,880)
(135)
(200)
(320)

(2,125)
(35)

(35)

(35)

35

865

(375)
(135)

(320)

600

(150)
(450)

670

(670)

3,830

(1,505)

(200)

Tedmieal Assistance
Conmunity Project
FUnd

3. OOP SaLaries, Allowances,
and Operating Expenses

Plamrlng and Information
Systems Development
1. TeamIC81ASSistance
2. Training
3. Comoodities
4. Research Fund
5. Subprojects

~ 6. PerfOlJDBIlce PayrrentsY (2,125)
7. Evaluations
8. <DP Salaries, Allowances,

and Operating Expenses
Local Financial Administra­
tive Systems and Capacity
lliVel~t
1. Tercal Assistance
2. Training
3. <DP Salaries, Allowances,

and Operating Expenses

Test

1UfAL

%of Project Cost

4,500

43

1,500

14

6,000

57

4,005

38

535

5

4 54Q!!} 10 540, ,

43 100

I, Includes 10% contingencies and 10% compotmded 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 celtral government of provincial accounts for;

s~rojects.
3/ XFeast 25% of the cost of ccmmunity projects must be con.::ributed from other than u. S. Goverrmelt
- sources. This is in addition to the amJunt shown here.
4/ Made up entirely of <DP appropriated pesos.



Teclmica1 Input

Technical Assistance

Training

Conmxlities!/

Research Fund

Perfonnance Paynent

Evaluations

COU1.'1lunity Projects

•

TABLE 3
PHASE I

AID PORT100 OF cosrs
($ 'I'hOii88rid)

Percent of
1.oan. ~,~ .~ <,,",C . Grant .Total Costs~·

FX LC ~ Total P% Lt Total FX It TotSl- - - - - -

570 1,605 2,175 - p25 525 570 2,130 2,700 45
!

40 130 170 40 130 170 3

140 60 200 - - - 140 60 200 3

320 320 - 320 320 5

2,125 2,125 - - - - 2,125 2,125 35

10 25 35 10 25 35 1 t--'
---.J

450 450 450 450 8
()-

Total 710 3,790 4,500 50 1,450 1,500 760 5,240 6,000 100

Y The Commodity Procurement Plan, including the commodity list, is provided as Armex I.
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B. Allocation of Subproject Funds Aroong 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 ,viII be based on three criteria: a) need,
defined in terms of family income, b) the amount of financial assistance being
provided through foreign donor assisted programs and c) the level of effort
made by local government to raise tax revenues for local development. Annex H
discusses a provincial allocation fonnulawhich 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 ROC. Quality would be
judged based upon the criteria discussed in Part V, Section B.

The amount of subproject funds 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 previ.ous 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 reprogramming il1to another
province's portfolio. The additional funding will be assigned to a different
province whenever:-a) estimated life of project costs of all subprojects in
that province's portfolio exceed the indicative planning level; and b)
financial and program related evaluations indicate that su1?fJroject
iIDplementation in that province is proceeding satisfactorily. The ROC will
have the authority to reprogram funds in this manner whenever the •'donor" and
"recipient" provinces are located in the same region; NEDA central when
reprogramning is possible only between provinces in different regions.

Finally, the ROC will review progress in implementation of each
ongoing LRM subproject, especially those spanning more than one year. Where
iIDplementation is lagging, annual funds 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 su1:projects will be released once a year. Each
qualifying province will receive an allotment equal to the estimated combined
costs of all approved subprojects over the next twelve months.

The trigger mechanism for release of these funds will be a request
made by the ROC to the Office of Budget and Hanagement (OBM) which inclLrles a
certification that the new subprojects for which funding is requested meet
establisred criteria (discussed in Part V, Section B). The OEM 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 chec~ 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 Disbursezoont Procedure and Accountability Requirements for
Testing of Plannillg and Budgetary Innovations (Perfonnance Payments)

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 Rei..mbursement (FAR) procedure. While the FAR approach is
appropriate for projects through which AID finances "blueprine I 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, \mere the ?
emphasis is on experimentation, institutional development, and policy c~e.

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
disbursenents for perfonnance payments related to a given province (subproject
implementation will begin in 1984), AID will require evidence that the GOP's
IBM review and approval process 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 LRH 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 SaIOO general procedure will be followed in the province rs second year of
subproject implementation with the exception that no further AID review of the
strategy will be required. USAIP will rely on the project's monitoring and
evaluation system and the ROC I S review of subproject implementation progress
during the past year to detennine the level of dollar disbursements for the
coming year.

It is estimated that during Phase I, AID will disburse in dollars
far 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 annual, province-specific AID perform­
ance payment disbursements, since each will equal the equivalent of 7CJ% of the
annual peso releases by the OBM to the province. For example if the OEM
releases the peso equivalent of $250 thOusand in 1984 to AntIque province for
subproject implementation, AID will then disburse about $175 thousand to the
Bureau of the Treasury t asslID.ing that all perfonnance requirements have been
met up to tbat point.

E. Sustainability of Recurrent Costs and Post LaM Funding

As I.RM 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 donors;
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 local revenues); and d) beneficiary groups
(through income generated from subprojects). Additional resources from the
latter two sources should, in fact, be a direct outgmwth of the program.

The replicability and sustainability of LRM will depend ultimately
upon demonstrating to funding sources, Le. the GOP and foreign donors, that
the targeted, participatory approaches to planning and investment at the local
level are less costly and more effective in achieving developroont objectives
than the current non-targeted, largely non-participatory approaches. It is
reasonable to expect this to be the case, given the probabilities that
a) relatively low cost subprojects will be the general pattern under LRM,

•
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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 nonetheless
tn.te that the ffiM approaches are innovative, untried, and therefore are
riskier than conventional approaches. For this reason both AID and the GOP
are limiting their firm. commitments in terms of resources, geographic
coverage, and time until evaluations indicate that the new approaches are
better than the old in reaching the most difficult groups to serve through
development programs.

PART IV. SlMfARY OF FEASIBILIlY ANALYSES.!!

A. TechnicalConsideratons

I..RM institutional development efforts build upon prior GOP invest­
ments and experience in strengthening provincial and regional capacities for
undertaking expanded, targeted development 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
MechBriism

The current regional and provincial planning mechanism dates
back to the 1972 Integrated Reorganization Plan (IRP), which provided for
(1) establishnent of regional field organizations of ministries providing
field services, and (2) establishnent of Regional Development Councils (ROC's)
in each region with responsibility for coordinating regional and local
governrI:ent 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 ROC IS. 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.

17 see Annex E for a more detailed discussion.
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The Municipal Local Development (Town) Plan is the basic
doclDIlent from which provincial development program plans should be derived.
In practice, however) the municipal level plans are generally poorly done for
lack of planning staff in the municipaliti.es. In the absence of adequate
plans, the Provincial Development Staff (PDS) meets regularly with municipal
officials to reach a consensus as to what can and cannot be done with
available financial and staff resources. These mostly informal consultations
are the basis for the preparation of the Provincial Development Investment
Plan (PDIP), which sets forth the long-term planning framework for the
province. The PDIP follows the RDIP in structure, analyzing development
problems and potentials and proposing projects for funding. The PDIP is
submitted to the ROC and fonus 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 I S and their success in coordinating or dra~1? in the assistance and
resources of the line a1?encies. In general, RDIP s and the PDIP's have
reflected line agencies priorities, which mayor may not correspond to
priorities of the intended beneficiary groups.

Inclusion of I.RM strategies, programs) and targeted subprojects
in RDIP's andPDIP' s will require a planning reorientation, training, and
other technical assistance. The lRM project will provide these inputs and
will also finance management and planning services through the resource
institutions for strengthening 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 governments, 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 refonns 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
goverrunents' financial administration and devolution of budgetary authority
have been disappointing. Since the majority of local government expenditures
are mandated, there is little incentive for local governments to increase
their own taxing efforts. Revenue sources of provinces and municipalities are
not being fully tapped and local government officials 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,
weak financial administration.

Syracuse University studies on Philippine local government finance
concluded that three kinds of changes are necessary; The mst important is to
increase the incentives for local gove~nts to mobilize more resources. A
second is to give local goverrunents some additional 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 recorrmended refonns in three important
areas:

improvements and changes in the allotment system;

institution of a credit financing schemes.!/; and

less mandating of local government expenditures.

With tvDB 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.

lRM 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.
It should be noted that the RSC project has been able to work successfully
with city governments in developing better financial procedures for adminis­
tration. These procedures should also generally apply to provinces and
municipalities, and such technical assistance at the local and central levels
needs to be continued.

B. Institutional Considerations

Traditionally, power and authority have been concentrated in the
central government. However, GOP policy and plans give evidence of a genuine
attempt to devolve authority and control to the subnationa1 level. Already,
regiona1ization efforts include institutionalizing the Regional Development
Councils (ROC I s) and involving provinces in the identification of development
priorities under the regional 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 acceptance of such notions
as poverty group involvement in development planning will require time and
comnitment at all levels of goverrment. Horeover, initiators of bottom-up
decision-making approaches 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 ROC.

1/ Systems and processes for local governments to borrO\v for financing
local-development activities.
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1. NEDA as the Lead Agency for LRt1

NEDA is the central agency for national development planning
and is responsible for coordination of IID1 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 IS

leadership position as the central planning body of the governLrent and, at the
regional level, as the executive arm of the ROC 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 resources from national
line agencies.

I.RM administration and implementation, including subnational
planning, will be carried out through several existing NEDA structures. The
proposed LRM organization \nIl not require a maj or reorganization or much new
staffing. It will be necessary to add planning specialists with analytic
skills and graduate training in the social sciences at both the national and
regional levels, but all other planning areas are now within NEDA I 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 (Le.,
the mnitoring, 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 I S capacity
to plan and replicate LRM approaches over the long term.

2. Regional Development Council

Regional Development Councils (ROC I s) have been established to
coordinate the implementation of policies, programs, and projects in the
regions. The ROC structure provides an ideal decentralized mechanism for
linking national line agencies, councils, boards, and authorities working at
the subnational level with local governments and the beneficiaries at the
municipal and barangay levels.

The ROC organizations vary in strength and cohesiveness, owing
to (a) the uneven development within the regions, \vhereby 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 \yorking through the regional structure.
Consequently, I.RM ,dll need to deal with each ROC on a case-by-case basis,
providing more attention to those with less capacity. Procedures and
responsibilities of the ROC under LRM have been carefully spelled out in the
implementation plan· (part V), \o1hi..ch includes specific criteria for approval of
strategies, plans, and subprojects. 'The discipline, technical assi-stance, and
added authorities provided through LRH (e.g. control of I..RM subprojects)
should strengthen the ROC I S over the long term.

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

•
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However, the Ministry of Budget's decision to have line agency budgets
reviewed by the ROC at the regional level promises to give the ROC 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 ROC with
direct linkage to the influential National NEDA should also serve to secure
cooperation by line agencies. There will be need for national and regional
I.RM management and teclmical staff to carefully orient and continually consult
with line agencies on I.RM concepts and proposals so ar. to insure understanding
and to avoid conflicts, but most importantly, to secure the line agencies'
technical and financial support for provincial strategy implementation.

3. The Provincial Government

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.
ltbreover, the province will act as the principal conmunications link between
the ROC and the municipalities.

Two factors are key to a province's success in carrying out its
responsibilities under the project. The first is the commibnent of the
provincial governor to the underlying LRM philosophy. The second factor is
the quality, commitment, and experience of the Provincial Development Staff
(PDS) responsible for most subproject implementation. The governors and their
staffs interviewed during the design of I.RM were very receptive and enthusias­
tic about the project, since their provinces stand to benefit in terms of
having more financial resources available to support locally identified
development activities. lRM also gives governors the opportunit-y 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 l.RM technical assistance and
training before they will be ready to undertake the kinds of activities
planned under LRM.

4. The Municipality

Under Part II B, Rationale, it was noted that most municipali­
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 mtlIlicipalities; rather, IRM will work with municipalities
through the province. The project designers recognize, however, that
mtmicipal (rather than provincial) officials must be primarily responsible for
establishing an environment conducive to local development, given that all
development activities take place at the municipal level and that the linkage
to the beneficiaries of government programs is through the municipality.
Accordingly, the mayor, rmmicipal development council, municipal development
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staff, and barangay officials of selected LRM municipalities (having large
concentrations of the target group), wrking with the PDS and local private
sector organizations such as PVQJ s , will be encouraged and trained to act as
facilitators and ombudsmen for their poverty groups. furing the project
course, the project will seek to strengthen the municipalities to take on a
more direct role in managing their own development •

c. Economic .Analysis

The TID study in 197411 laid the analytical basis for subsequent
developnent plarming in this country and emphasized the overriding importance
of rural mobilization and eqJployment generation. The first World Bank ''Basic
Report" on the Philippines,27 noted, in turn, that "the shortage of trained
personnel in local and rmmicipal governments, their lack of financial
resources, and their limited expenditure powers have been important
constraints to develoIJDelltfl ..

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
mre Jobs, the promotion of higher productivity in existing jobs, and the
long-nm reduction in the rate of growth of the labor force to reduce the
canpetition for jobs.. USAID is currently ttJOrking actively with the GOP to
design projects against this poverty strategy.

A considerable amount of public and private investment and improve­
ment of public services in rural areas will be required before these poverty
oriented activities can successfully attain their goals.. Without initial
public investments and improvements in local government capacity to plan and
manage basic infrastructure and public service facilities, the efficiency of
all other economic 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 government planning, administra­
tion, and financiarmanagement should have a significant impact on all other
public and private sector activities. For example, IRM's capacity building
approach will include provision for training and technical assistance in the
analysis and consideration of economic and financial, as well as social and

Y International Labor Office (ILO), Sharing in Development, A
Programme of ~lO~t, Equity and Growth for the Philippines, ILO and NEDA,
Geneva and Man~ a)~ ..

2/ World Bank, The Philippines, Priorities and Prospects for
~elOpment, Washington) D.C., 1976.
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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 I.RM subproject will have to be justified on either economic
cost-benefit or cost effectiveness grounds, and this justification will be
carefully reviewed prior to subproject approval by the ROC. Such economic
£easibility analysis will also be used to screen alternative subproject
proposals for priority funding selection.

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

D. Social Soundness Analysis

1. Beneficiaries

Potential direct beneficiaries 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 fishennen, and coconut fanners.

I.RM aims to improve the living conditions of these 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 existiEg
constraints to increasing income, employment, and well-being; and (3) plan,
design, and implement local development projects which benefit the target
group .

In terms of addressing rural poverty in the Philippines, a
project lil<e IRM is long overdue. Evidence from several sources shows clearly
that disparities in rural income distribution are increasing despite fairly
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intensive efforts in the countryside. rnM 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 IBM subprojects will be subjected to the usual social
soundness analysis during subproject development to ensure their feasibility
within the local socia-cultural context. For subprojects developed at the
COIIIlUlity level using a participatory development approach, tests for social
sOtmdness will be minimal because the beneficiaries themselves, with the
assistance of PVO' s and other change agents, will have identified and planned
the projects that will benefit them. Experience from the USAID-assisted Rural
Service Q!nter (RSC) project shows that when target beneficiaries are involved
in the development process, projects are generally sociologically sound.

Social soundness criteria for projects identified and designed
by provincial officials will, by necessity, be more stringent. These .
subprojects will have to be in accordance with the province's poverty group
strategy, insure that benefits reach appropriate poverty 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 PDS will be able to undertake
necessary social feasibility studies. NEDA management and technical staffs,
as well as the various resource institutions, will be available to assist the
POS in these social sOtmdness analyses.

Participation--especially in the design and planning stage of
the project--wi.ll foster a sense of ownership, vested interest, and responsi­
bility in the· beneficiaries. People will tend 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.

IBM's focus for subproject activities is the household. 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 village
assemblies. In addition, women contribute their labor in income generating
activities and often manage the household's finances. As such, women 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 the program. Also, as
provincial and municipal development staff personnel learn from training and
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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 also become manifest in other, non-lRM types
of development activities.

lRM should generally have a positive impact on low household
income, tmemployment and tmder-employment, and disparities in income distribu­
tion since I.RM 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 rural poor in their
area.

There is sufficient evidence both worldwide and in the
Philippines!! 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 cormmmity participation in the form of implementation
decision making and commitment of labor and cash to the project is a critical

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

E. Environmental Analysis and Review Procedures

1. Enviromnental Impact of the Project

In general, the project and. its subproject activities are
tmlikely to have significant direct environmental impacts. Subproject
activities will be modest in size, usually well under $100,000.

The proje~t, however, does have potential for significant but
indirect positive environmental effects. The project will be able to tap the
resources of national line agencies and companion AID projects, such as the
Rainfed Resources Development Project (RRD). Under RRD, environmental
management expertise will be available to the regions. lRM also will make
available resources for specialized teChnical assistance and can provide local
level training in environmental management.

1/ See Gelia T. Castillo, Beyond Manila Philippine Rural Problems in
Perspective, International Development Research Center, Ottawa, 1979.
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2. Environmental Analysis Procedure

Environmental sotmdness 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 small subproject and few, if any, of the small subproject
activities are likely to merit extensive revie-w. Nevertheless, a check system
for environmental safeguarding should be maintained.

Each subproject proposal will thus be subject to the following
procedure:

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

b. If a significant potential environmental impact is
determined, USAID will be notified, along with the appropriate OOP agencies.

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

Use of these last two steps is not anticipated under the I.RM
Project. However, the pre-establishment of the procedure, and its inclusion
in the project agreement, should preclude any problems later on.

3. l-bnitoring and E.Valuation

Environmental 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 Environmental Officer to examine the project
within approximately one year of its initiation to review progress and
possible revision of procedures.

PART V - SlMMARY OF IMPLEMENTATION pLAN!L
A. Institutional Arrangements for Implementation

!

LRM implementation procedures emphasize:

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

2. Working in consonance with GOP regionalization policy.
3. Reliance on existing provincial capacities.

Y See Annex F for a IOOre detailed discussion.
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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 is considerable capacity at the
regional and provincial level to implement and manage LR11 activities.
However, working with targeted approaches differs ftmdamentally from employing
the traditional non-targeted approaches, and most provinces will be called
upon to perform distinctive and often unfamiliar roles in planning and
implementation e~.2rts. 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 participati.on. These will include orientation of local officials
to their roles, tasks and responsibilities, preparation of \vork plans,
mobilization of staff, etc.

The following sunmarizes the functional responsibilities of key
implementing and support entities.!.! and technical assistance requirements.

1. The Lead Agency (NEDA Central and Region)

The Director for the Project will be assisted by I.RM project
staff drawn mostly from existing NEDA offices who will serve as the central
management and technical staff unit for LRM administration and coordination of
all activities across the three participating regions. NEDA regional staffs
will function in much the same manner as the central mana~ement unit but will
operate across provinces. NEDA will coordinate field act~vities, including
those related to technical assistance, research, training, monitoring and
evaluation, and replication of tested approaches. (See Figure 2 for the 1RL\f
Organizational Diagram.)

A l<ey function of NEDA as it works with the ROC's will be to
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 administration
of the project by one U. s. direct hire and two experienced Filipino program
specialists.

17 The order of discussion is not intended to indicate a top-down
approach. Under IBH, 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 agencies also have representatives at the
provincial levels. Line agency technical cormnittees will provide the province
and ROC advice on strategy formulation, annual program planning, and on the
feasibility, design and implementation of subprojects.

The Office of Budget and Management (CBM) 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 Q)P funds.
Directives will be issued by OBM and, MOF spelling out procedures, which will
be outlined in the lDan/Grant Agreement.

The regional and provincial offices of the Ministry oflDcal
Government (MLG) will be intimately involved in LRM activities since the MLG
retains significant supervisory control over local government actions. The
regional, provincial, and municipal MLG representatives will participate in
subproject plarmirig~ review, and approval, and in mnitoring and evaluation.
The local MLG representatives ,viII assist in coordinating line agency support
and will also provide suppor~ for improvements in financial administration and
reporting.

4. Subnational Government (Regional, Provincial, Municipal)

FUnctions, responsibil ities, and authorities of subnational
goverrnnent units are outlined under the IDeal Goverrnnent Code. The main role
of the Regional Development Council (ROC) is to coordinate local government
activities. Under rnM, the key role of local governments (provinces and
municipalitiesY) 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,
introducing 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.

a. TIle Regional Development Council, (ROC)
\

The ROC is the designated supervising and coordinating
agency of subnational government activities. Under LRM, the ROC will select
provinces to participate in I.RM, review and approve provincial strategies,
annual program plans and sUbprojects, and coordinate regional line agency
activities in support of lRM field operations.

1/ Ch8rtered cities are autonomous but will be treated as
municipalities of a province for both planning and administrative purposes.
Provincial-City memos of agreement will set forth terms and conditions for the
cities participating in the rnM provjncial program.
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A key role of the ROC will be in the LRM funding process:
It will approve annual budget levels based on approved strategies, request
release of funds by the OBM based on favorable review of provincial subproject
proposals, and insure accountability, 1.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 Provincial
Development Staff (PDS), working with municipal officials, will undertake
poverty studies and analyses leading to provincial strategy and annual program
fonnulation. The POS will be assisted by NEDA management and teclmical
staffs, resource institution personnel, and line agency representatives
assigned to the province.

c. Tile Municipality

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

The contributions of the selected municipalities will be
key to the success of LR.!'1 since the primary government linkage to the
beneficiaries is through the municipality. Establishing and maintaining this
link will require reorientin~ and training of municipal officials to actively
work with the intended benefl.ciaries to help them identify their needs,
evaluate alten1B.tives for meeting those needs, and decide upon a course of
action. To the extent that municipal development staff are available and
capable, the municipality will be directly involved in subproject design and
implementation.

Under Track 3, (Beneficiary Participation), selected
municipalities will work with provincially based private sector organizations
(e.g. PVO's) in developing beneficiary organization models and J.l1tegrating
lessons derived from testing these nndels into future provincial planning.
LRM-financed resource institutions will also collaborate with municipal
officials to assist the beneficiary groups in design and implementation of the
separately funded subprojects. The municipality is responsible for the
approval of the design of these beneficiary group subprojects, and their
continual roonitoring and evaluation.

B. Project Implementation

1. Scope of P~se I

Over the Phase I period, six provinces in the three regions
will participate. Three provinces will be inducted into the program. beginning
in late (;'{ 82, followed by an additional three in mid-CY 1983. ..
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Basic requirements for provincial participation include
canmitment to IRM concepts, a fully staffed PDS, and executed agreements with
the ROC which comnit 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 fonmI1ation 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 ROC will review and approve each of these documents 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
induction 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 municipal officials and with the assistance of NEDA, line agencies,
and resource institutions such as AIM. Criteria for ROC approval include,
BIOOng others: adequacy of the poverty group analYRis; extent to which the
focus is on improving the livelihood of target group members; evidence of
consultation with municipalities, barangays, and beneficiaries; extent to
which the strategy provides for private sector initiatives in its implementa­
tion; and extent of local mobilization of financial and nonfinancial resources.

(2) The Provincial Annual Program Plan

Annual program planning is an established government
practice which LRM will also observe. The program plan, developed by the PDS,
is tied to the regional budget cycle and provides a general description and
estimated cost of local subprojects proposed for funding. The Provincial
Development COlmcil approves the plan and budget estimates for su1:mission to
the ROC. Once approved by the ROC, the plan is incorporated in the Regional



r
}

- 35 -

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.

(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 ROC. Technical personnel from the national
line agencies and lRM financed resource institutions will assist in these
efforts. Subproject development will involve 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 prOlOOte local private sector involvement in local development.

Proposals submitted to the ROC will be reviewed for
conformity with the basic LRM eligibility criteria, which include, aIOOng
others: consistency with an approved poverty group strategy; sound design as
indicated by adequate feasibility analysis; potential for significant economic
and spread effect; adequacy of countetpart funding; evidence of beneficiary,
barangay, and municipality involvement7consultation in project selection and
design; and adequacy of the evaluation plan.

Following approval of subproject proposals by the
ROC, funds will be released by the OBM tq the province for one year's
subproject implementation requirements ..!.! Project costs will be of a local
cost nature. Labor for subproject implementation will be provided by the
comnunity or provided through a cost-share arrangement involving LRM funding.

(4) Research Administration and Utilization

I..RM will support the development of capacity in the
ROC IS, provincial governments, and local research organizations to understand
local poverty dynamics, thereby making possible improved provincial planning.
A research fund administered by NEllA central will finance studies proposed by
both provinces and regions. The proposals will be evaluated for relevance to

17 The amoun.t_ of funds released for ongoing mUlti-year subprojects will
depend upon the progress in implementing them. up to that point.

•
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provincial strategy formulation, annual program planning, and subproject iden­
tification and design; soundness of methodology; and appropriateness of scope .

Use of rapid reconnaissance methods \;I'ill be
encouraged in poverty-related research, particularly initial efforts directed
at selection and characterization of beneficiary 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 physical 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 regional level, research \vill 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 1.

. b. Local Financial Administration (Track Two)

This track will strengthen local governments' financial
position through development of cost-effective and systems and procedures of
local revenue administration, including revenue mobilization and financial
management. Systems development will follow closely pilot efforts undertaken
in the RSC project, whereby decision mal~rs are trained to understand and more
fully tap the revenue generating capacity of the province and municipalities.
Local government financial management teams will be created to bring together
key decision makers and to analyze financial reports generated by an improved
monitoring system. This will help staff develop a clearer understanding of
problems and resources needed to meet local development goals and to develop
realistic revenue and expenditure budgets for planning and development
activities.

c. Beneficiary Participation (Track Three)

NEDA technical and management staff will work closely with
both the province and the municipalities to seek ways to initiate and expand
beneficiary participation in the provincial strategy formulation and subpro­
ject generation process. The objective will be to increase the responsiveness
of local government development efforts to locally identified needs. For
purposes of administrative efficiency, it is planned that one or more private
sector organizatiQns will be engaged to take on the task of developing
processes/models for linking private sector efforts in beneficiary .
organization to municipal governments' development activities. The national
organization(s), in turn, will engage local organizations to assist in the
day-to-day oversight of the community proj ects and other beneficiary group
related activities.
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As appropriate, 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 I.RM subproject
funding, subject to the usual ROC review/approval process. A separate, more
flexible "community project" fund will also be established to finance the
smaller local activities which result fran local organizations' work and which
will be managed and implemented by the beneficiar~s themselves. The
community project fimd will be administered for NEDA by the national organiza­
tion(s) and will finance subprojects with costs of up to ;120,000
($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
responsive to the needs of the poor.

3. Technical Assistance Requiremants

Technical assistance requirements for the project have received
special attention during project design since LRM efforts will extend beyond
more traditional approaches to planning, budgeting, and resource mobiliza­
tion. The following provides a brief background statement and summary of the
terms of reference for technical assistance:

a. Technical Assistance Requirements for .Strategy and .Local
Project Development ('I!aCk one)

(1) The technical assistance requirements for this track
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, methodologies refined, and the
existing planning systems and procedures modified to utilize targeted
approaches which prove successfIJI.

Requiremants: 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 I.ID1 concepts,
and a demonstrated ability to help the imple.uenting units evolve new planning
approaches and management systems.

The Asian Institute of Management (AIM) has been
identified as one institution \mch can provide the necessary support
services. It has been involved in developing new management concepts and
methodologies such as those on which I.RM is based, has worked on targeted
approaches to regional agricultural planning much as LRl'1 proposes, and has
developed an applied institutional learning approach in carum.mal irrigation
work under the Philippine National Irrigation Administration.

..
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(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: lm individual with experience and training
in the area of government 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. 'I.

(3) A low-cost information management system to facili­
tate a continual flow of information to various GOP agencies and local
government units is basic to lRM's institutional learning process.

. Requirements: lm experienced U. S. or Filipino information
management consultant(s) with demonstrated ability to help the implementing
agency design and test a low-cost informatioq management system and provide
training to national, regional, and provinci:.a"l staff in its use.

(4) Other Technical Assistance Requirements for Track One

(a) Research: Philippine and U.S. consultants will
be contracted as needed to assist Regional NEllA 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 infonnation 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
institutions develop their capacity to respond effectively to research
requests in1.tiated by the provinces and regions.

(b) Planning: lmother important source of technical
assistance will be the experienced PrOvincial Development Staff who will
provide advice and guidance to their counterparts in other less prepared
provinces through short-term TDY' s arranged through I.RM.

b. Technical Assistance Requirements for Local Financial
Administration (Track T\'iO)

. The experience of PDAP, the Rural Service Center project,
and other USAID-supported projects points to the serious 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. A1 though the RPTA
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Project is now developing systems for improved real property tax administra­
tion, the deficiencies go beyond just tax collection.

Requirements: A local resource institution with a good
understanding of the existing government structures and operations; an
understanding of local government finance; a capacity to help local govern­
ments evolve new financial 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 officials in the utilization of such systems.

'The Local Government 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 coordinated by PIDS and has extensive experience in
working with local governments. The LGC administers various career develop­
ment courses for senior local government officials and has an established
relationship with most of the local government units.

In addition, aU. S. financial management specialist has
been identified to backstop this effort. He is 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.

Technical Assistance ~uirarents for Beneficiary
Participation (Track ee)

Under this track, I.RM seeks to link the expertise of
private sector agencies experienced in beneficiary organization to municipal
level development activities supporting provincial strategies. PVOls and
other private sector civic and social organizations will be engaged to assist
local governments and poverty groups in organization, planning, and self­
development. Through this process JIDdels related to beneficiary participa­
tion will be developed.

Requirements: One or more Pl-dlippine organizations with
the capacity to administer the experimental model development. The assisting
organization(s) must have an understanding of and commitment to LRM concepts,
experience in working with local governments, and a good understanding of the
local conmunity generally. As the national entity or entities will be dealing
with local organizations, it (they) must have a proven capacity to manage and
monitor local organizations which will be engaged to organize local community
activities and develop capacities within beneficiary communities to plan and
implement barangay level activities.

Examples of national organizations which could undertake
this activity are Philippine Business for Social Progress (PBSP) and the
International Institute for Rural Reconstruction (IIRR):

•

•

•
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PBSP is a PVO sponsored by 123 members of the Philippine
business conmt..mity. PBSP provides ft.mding and technical assistance to some
100 local private volmtary development groups working at the barangay level
throughout the Philippines. It backstops these activities with a strong
monitoring and evaluation program. It has a full-tilDe core staff of some 30
professionals.

IIRR is an international PVO based in Cavite Province. It
provides technical, financial, and training support to affiliated national
rural reconstruction movements in Thailand, Colombia, Guatemala and the
Philippines. It has carried out its own community level development activi­
ties in Cavite Province, where it has worked closely with mtmicipal govern­
ments in Cavite. One attractive and effective IlRR concept is the People I s
School, which offers training to community selected leaders in basic technolo­
gies which are then shared with other community members. IIRR is presently
assisting Antique Province and is supporting efforts by World Vision in
Mindoro and other parts of the Philippines.

C. Illustration of How PlanningaResearch, and Project Identification
Might Unfold Under IBM (Roun 1)

•

let us assume that Antique will be one of the three initial
provinces selected for LRM and illustrate the process using it as the
example. (Note: Antique has already ideFitified fishermen for priority
attention and prepared an "action plan" for organizing available resources for
helping fishermen. This group has been selected in view of the significant
constituency they represent in that province (i.e. 15,000 households or 35
percent of rural households)!! and the Governor's personal concern for their
plight).

The first step in the strategy fotTJ1ulation process will be to map
the location by municipality of the greatest concentration of fishermen. The
province will then pick the priority mtmicipalities for local projects based
on such factors as concentration of fishermen within the muni.cipality, degree
of economic depression, etc. Then the province will undertake some quick
reconnaissance and group interviews with fishermen in some of the selected
mtmicipalities 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 ':\.ltique and \rlll 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 municipalities
will be developed to assess what commitments can be made from local revenue

17 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
Poverty Profile of \Vestern Visayas, Region VI, (USAID: January 1981) Table 3,
p. 8.
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resources. A survey of local private vohmtary, civic, and social organiza­
tions will be conducted to determine the extent to which they can provide
additional resources.

Following analysis of available data, and with assistance from lRM .
ma.nag~nt and technical staff and resource institutions, a multi-year
provincial strategy will be fonnulated which will outline the problems,
available 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 ROC for
approval. NEDA will then provide Antique with 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 annual program
identifying, say, two or three subprojects proposed to the ROC for LRM funding
and perhaps a couple of subprojects for financing by line agencies such as the
Bureau of Fisheries and Aquatic Resources (BF.AR). 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 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 municipal officials, detailed plans
including feasibility analyses for the subprojects, again assisted by I.RM
technical staff and line agencies. The feasible proposals will then be
reviewed against established criteria and approved by the ROC for impl~nta­

tion, following which the ROC will request the release of funds for approved
subprojects.

At the municipal level, local organizations such as PVO IS, 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 "Community 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 governments entering the IRM program.

Meanwhile, the province will refine the initial strategy by pursuing
more in-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 agencies and the Regional Data Bank (which Region 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 research
agenda on fishermen aimed at strengthening Antique's program and developing

•
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additional infonnation relevant to other provincial strategies and focusing on
fishermen.

D. Implementation Schedule

The following lists major project activities for the first 18 mnths
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 infonnation and experience. USAID, of course, understands that
there may be no disbursements of AID funds, nor even approval of documentation
pursuant to which disbursements will be made, prior to the OOP 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 ~P, or will be a preliminary action with commitment and disbursement
only after the CPs are met.
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I
X
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: Agreement USAID/GOP X

CondHi ons Precedent Met GOP X

PROJECT MOBILIZATION
I Province Project Orientation NEDA/USAID X X X - an ~ c nt nu ng )-
Isultation - Seminars/Workshops*
:i a1 Selection: RDC

X
I X

!ntral/Regional Offi.ces Estab.;
~nt &Technical Staff Assigned X X

~source Inst. Agmt./Cont:
laration of Scope of Wdrk for NEDA/USAID X X
Inical Assistance

.

lest for Technical Proposal NEDA X
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~sal Received/Reviewed NEDA X
Its and Contracts Awarded X

ty Procurement: (Vehicles,
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IS and Specs NEDA/USAID X X
'C's Issued NEDA/USAID X

B

C

A

D

E

B
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1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18III PROJECT IMPLEMENTATION Project

< . <

A. Planning and Information Systems
Development: i

1. Strategy Formulation -
(a) Group 1* X X X. -ROC Approva1 . X

(b) Group II X X X
-ROC Approval X

2. Annual Program Planning
(a) Group I Plan/Budget

CY 84 (Round 1)# X X X
CY 85 (Round 2) X X X

ROC Review/Approval X X
(b) Group II Plan/Budget

CY 85 (Round I) X X X
ROC Review/Approval X

3. MOB Regional Budget Review X X X X
4. Sub-Project Development -

(a) Group I (Round 1) X -(a nd I'"on tir uir g)-

-RDC Approval X
-Budret Release X
-Imp ementation X· X(

(b) Group II (Round 1) X X(

*Ini ti a1.financi 1)9. of i n~uts ~p
pre-proJect actlvltles rom

".... . - - - .. ...
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1984 .1983 Project Months
Project Tasks/Activit· es

JTJIA S 0 N 0 J F M A M J J A S 0 N 0 J F

Action Pre 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
5. Research/Studies Project

{a} Baseline/Impact Surveys NE~MR{S. iIns ltU lon<
-Group I provinces II X X (ar ~ cpnt inu ~nc )-
~Group II provinces II X X (ar d cpnt i nu ~ ng ) --•

(b) Other Surveys/Studies/
Feasibility Studies

-Group I provinces II X X {an d (on im. ing ) --
-Group II provinces X X - (and conti nUi hg) -

B. Financial Administrative Systems NEDA/Res.
and Capaci.tyDevel opment Insti tuti on~

Training; Seminars/Workshops X X - ( am co nti nUi ng) -
C. Testing of Pa rti.cipatory Approaches NEDA/.Prov./

X X (ar d ( inu ing ) -Mun.I.Res, - on
InstitutlOn

D. Monitoring and Evaluation for
. Repl anning :

1. Information-Management System NEDA/
(IMS) Development Consultant X X - {am c( nt nui ng -

2. Impl ementation/Status Reports Province X X X X

3. Process Documentation Res. Inst. X X - (an< C( nt nui ng -
4. Research Reports Res. Inst. as pr du( ed

5. Evaluation/Assessment NEOA/USAID X

6. Reports Issued from IMS NEDA X X X

.
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PART VI. EVAUJATION PLAN

Continuous, intensive monitoring, self-evaluation, and redesign is a
critical feature of lliM. lRM evaluation systems will enable local officials
to assess for themselves project perfol~ce in promoting greater self­
-reliance, productive employment, and real incomes among the rural poor.
Strategy and program formulation and refinement will depend on information
provided through research, nxmitoring, and evaluation. Subproject design and
implementation will also require timely monitoring and evaluation informa­
tion. Project technical and management staff will 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 and act on problems and steer
project implementation toward achievement of project goals.

A. The Self-Evaluation Process

The technical assistance and research resources being provided under
lRM are intended to support institutional learning within NEllA, other
participating agencies, and local governments. This will be achieved through
intensive evaluation of systems and modes of working 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 involve implementing entities at each level and supporting resource
institutions. A resource institution 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, identifying needed action on policy
issues, coordinating activities of the various resource institutions and
government agencies, and assigning responsibilities for follow-up actions.

Primary sources of data for these workshops will include the
following:

1. .and iDcal

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 implemo...ntation 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 made, the nature of relationships
between mtmicipal, provincial and regional levels in the planning, funds
release, and project implementation processes, and any barriers to application
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of I.RM concepts posed by existing procedures and policies. Each quarter a
S\JDIDB.ry will be prepare~ based on the roonthly process documentation reports
which will sUlIlDB.rize Track CAle lessons, issues, and matters needing priority
attention.

I

2.

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 managem:mt problems, the
organization and functioning of the local financial managem:mt 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. '!he supporting resource institution will
also assist in forming a small advisory group comprised of members of NEDA's
teclmical and management staff, local government officials, and external
advisors to serve as a· focal point for continuous evaluation of Track Two
activities.

3.

The supporting national organization (e.g. PBSP/IIRR) will
prepare a quarterly report on the process of working with local private sector
organizations (such as PVO's) and the development of approaches to supporting
private sector organizations organizing activities which are complementary to
the provincial strategy. It will highlight the methods being used, the nature
of relationships between the various institutional actors, the barriers being
encountered to building collaborative working relationships between private
sector organizations and local governments, and the lessons being learned
about how to overcome these barriers. It will also record progress, major
issues ,and priorities for the following quarter. The national organization
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
special studies involving in-depth 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 within and between the
agencies concerned. By year two, as field level activities get fully II
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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 I field workers and local beneficiaries. This will be used to
help IBM managers better understand the nature of the comrmmity level
interactions 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 '\mich information generated from the foregoing
activities can be used most effectively for self-evaluation and selfcorrection
in national and regional workshops.

B. AID and OOP Project M:mitoring and Evaluation Requirements

In addition to the ongoing evaluation and redesign process '\oJhich is
integral to the project itself, there are AID and GOP evaluation and roonitor­
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
funds to the ROC 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 1IDI1itor 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 OOP needs to verify that the self-evaluation process
is functioning as intended, that critical issues are not being neglected by
responsible parties, and that EOPS indicators are being achieved; (2) provide
an independent assessment of readiness for expansion and justification for
Phase II ftmding; (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 experience 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 inputs and outputs, and will recoomend 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 institutional development and
target group responsiveness to determine whether to proceed to the
next phase of the program. This evaluation will look specifically at:
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1.
t

Is 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 existing regional
planning and budget systems?; is it encouraging private
sector participation in local development?; and is it
reshaping the thinking of PDB toward helping specific target
groups help themselves?;

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

Af~_ Track 3 activities proving that closer cooperation
between local private sector organizations and municipal
governments can lead to greater beneficiary participation in
local development activities?

•

2.

training modules incorporating rnM concepts and methods
developed and in use, and

provinces, NEDA and local resource institutions working
effectively as a support network for I.RM expansion.

'Ibis evaluation will serve as a basis for recommendations for Phase II funding
requirements.

Each of these external evaluations will be designed and carried out
jointly by the OOP and USAID using project funds. The members of the
evaluation teams will be drawn from participating OOP agencies, USAID, and
AID/W. External resource persons may also be included. It would be highly
desirable to maintain continuity of personnel for both evaluations. Each
evaluation will be reviewed by the IBM Advisory and Coordinating Council and
will be used as an input to p1amed national and regional workshops on LRM.
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PART VII - OONDITIONS PRECEDENT TO DISBURSEMENT AND NEGCYfIATING STATUS

A. Conditions Precedent

1. First Disbursement

Prior to the first disbursement under the Assistance, or the issuance
by AID of documentation pursuant to which disbursement will be made, the
Cooperating Cotmtry will furnish to AID in form and substance satisfactory to
AID:

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

b. A statement of the name of the person 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 rnM,
and an indication of the types of expertise to be provided for the Project by
the coordinating agency responsible for the Project.

2. AID Approval 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 fumish to AID:

a. A copy of the executed protocols between NEDA and OBM, and NEDA
and MOFestablishing 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 accotmts 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
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proposals has been completed and is consistent with LRM criteria, and that
pesos for ap~roved subprojects have been released by the GOP and deposited in
the province s account(s) for the IBM subprojects.

B. Negotiating Status

I.RM 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. Potential resource institutions, Le. AIM, I£C, DAP, and lIRR 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 orient local officials to LRM concepts and implementation
requirements.

Region VI has already tentatively identified Antique as the first pilot
province for IBM. In anticipation of project activities, Antique has
identified 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 I.RM interventions. Additional pre-implementation activities are antici­
pated during the next two IOOnths.

NEDA/Manila in its capacity as lead agency has already designated' project
executive and deputy executive coordinators to manage IBM.

Given the collaborative design of IBM and ongoing pre-impleoentation
activities being tmdertaken by the GOP, we anticipate no difficulties in
concluding a project agreement as soon as LRM is authorized.
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