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1 Introduction
1.1 Background

The Private Sector Promotion (PSP) SMEDSEP Program is implementing an
integrated approach for the development of the private sector in the Philippines
with a regional focus in the Visayas. It is jointly implemented by the Department
of Trade and Industry (DTI), representing the Philippine government, and the
German Technical Cooperation (GTZ) of the German government. The objective
of the Program is that the framework conditions for private sector development in
the Philippines, especially in the Visayas, are improved.

PSP SMEDSEP Phase 2 started in September 2006 and will run until the end of
August 2009. Currently PSP SMEDSEP Phase 2 has three components, namely
(1) Harmonization of the Small and Medium Enterprise Development (SMED)
Plan, (2) Replication of Business and Investment Climate (BIC) Models and (3)
support for the National Competitiveness Council (NCC). The third component is
the newest addition, joining the other two components at the end of 2007.

Coming to the end of another year, PSP SMEDSEP needs to assess where it
stands, what progress had been made and what direction and concrete activities
to take in 2009. For this, a Monitoring and Replanning Meeting (MRM) back to
back with an Operational Planning (OP) workshop was conducted from 15 to 18
December 2008 in Bohol.

There are two major challenges for the Monitoring and Replanning Meeting and
the Operational Planning Workshop. The first challenge is how to end Phase 2
which is drawing to a close and the second is how to design and conceptualize a
possible new direction for a Phase 3. For Phase 3, a Strategic Planning
Workshop is going to be held in April 2009. Given this perspective, the OP needs
to keep the overall changing directions post Phase 2 in mind when planning
activities for the upcoming year. To aid in this preparation, the completed
Program Progress Reviews (PPRs), done for the PSP SMEDSEP jointly with
other GTZ programs in September 2008, already provided an indication of the
strategic direction the program could take.

1.2 Workshop Objectives
The participants sought to achieve this overall event objective: to focus PSP
SMEDSEPOGs activities for the remainder of Ph

strategic orientation for Phase 3 of the program.

At the end of the four day event, the participants were supposed to have
achieved greater clarity on



which deliverables are to be completed by when to ensure the fulfilment of
PSP SMEDSEP Phase 2 Commission Indicators

what needs to be done by when to wind up on those BIC Models where
PSP SMEDSEP support is due to end by August 2009

which resources will be needed from whom to ensure completion of Phase
2 and

what new activities can already be taken up to move towards the
proposed focus for Phase 3.

> > > >

1.3 Methodology and Participants

The workshop was divided into the following three thematic parts

Part 1 (one day) - Looking Back focused on reviewing the 2008 achievements
of the program.

Part 2 (one day) - Looking Forward provided the participants an opportunity to
articulate possible strategic focuses for Phase 3.

Part 3 (two days) - Learning from the Past, Preparing for the Future enabled
the participants of the operational planning workshop to identify actions that
will lead to the achievement of Phase 2 indicators and prepare for Phase 3.

Twenty three participants from the DTI National, NCC, DTl Region 6 (R6),
Region 7 (R7) and Region 8 (R8) and GTZ participated in Part 1 and Part 2.
Another 18 participants composed of the Provincial Directors of DTI Visayas and
the Deutscher Entwicklungsdienst (DED German Development Service) expert
seconded to DTI Leyte R8 joined the group in Part 3. DTl Regional Operations
and Development Group (RODG) Undersecretary (Usec) Merly Cruz arrived on
the last day of the workshop in time for the presentation of the operational plans.
Joining her on the last day were the two representatives from the GTZ
Decentralization Program (DP) to listen to the presentation of the operational
pl ans. This was to concreti zimzeGyne&gie®Phi | i ppi
between and among GTZ programs (Annex 1).

The participatory approach, using the metaplan method and a modified version of
strategy development process in the GTZ Management Model Capacity WORKS
(CW) Toolbox Success Factor 1: Strategy was employed. Carmela Ariza
Deiparine facilitated in the workshop and prepared the workshop report.
Supporting her for the workshop documentation is the team headed by Arvin de
la Cruz, together with Rhodora May Raras and Janelle Dumalaon and the
program interns, Kathleen Wabrowetz, Bastian Becker and Stefan Zwazl. Cherie
Canfete, Victor Marius Tumilba and Peter Pajo provided the logistics and
administrative support.



2 Part 1. Looking Back - Introduction and Performance
Review

2.1 Introduction

As the head of the host region, DTI Region 7 Regional Director (RD 7) Aster
Caberte warmly welcomed the participants and assured them that they will enjoy
the natural beauty of Bohol as exemplified by the workshop venue, Panglao
Nature Resort and Spa.

GTZ PSP SMEDSEP Visayas Coordinator Volker Steigerwald briefly presented
the context of the planning workshop, highlighting the importance of planning for
the completion of the set indicators of Phase 2, the proper phasing out or winding
up of some BIC models and the challenge of thinking strategically for Phase 3.

2.2 Expectations

To check if the participantsd expect
and workshop content, the participants shared what they want to check in and
what they think and feel should not be part of the workshop. All expectations
were in sync with the set objectives and content of the workshop. Notably, RD 7
Caberte expected that commitments will be firmed up by deciding which ones are
go and no go. Anja Gomm also emphasized that she does not expect the group
to come up with final agreements particularly regarding Phase 3 (Annex 2).

Having clarified the expectations, the facilitator presented the workshop
objectives, framework and the schedule (Annex 3).

2.3 Personal Gains from PSP SMEDSEP

To set the tone for the performance review, each participant shared what he or
she has gained so far from the program, in terms of knowledge, skills, attitude
and relationships. Each was also made to express what he or she still want to
gain in the future. It is interesting to note that apart from gaining knowledge and
skills, many participants experienced transformation as they imbibed new values
and attitudes such as leadership through trust, appreciation for the value of
program partnership and learning the value of being neutral. The long list of
individual gains was an affirmation that while the program has achieved much in
the past, it also contributed to the growth of the individuals who were involved in
it. Moreover, many of the participants have gained relationships which they have
learned to value (Annex 4).

When asked about what else they would like to gain from PSP SMEDSEP in the
future, the participants pointed out the need for more capacity building, for

at
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example in policy advice and advocacy and results based management; more
partnerships, networking and improved synergies; institutionalization of PSP
SMEDSEP in the Regions and the strengthening of national and provincial Micro,
Small and Medium Enterprise Development Councils (MSMEDCs). There
seemed to be a clamour for more work and life balance among the GTZ
personnel as five participants expressed that they would like to achieve this in
the course of implementing PSP SMEDSEP (Annex 4).

2.4 Review of Achievements: SME Finance

The review of the program achievements for the year 2008 started with GTZ
Micro, Small and Medium Enterprise (MSME) Financial Adviser, Dant e Por tul ads
presentation of the achievements of SME Finance (Annex 5 and Annex 6).
Symbols were used to distinguish between outputs that have been achieved
according to plan (J), outputs that has a high achievement probability (P),
outputs that may not be achieved on time due to some difficulties (?) and those
that might not be achieved due to serious problems (!). While SME Finance is on
track in terms of developing the capacity of training service providers (TSPs) to
regularly market and organize fee based SME finance trainings particularly on
credit, product development and marketing, the main challenge now is to build
the capacity of more than one TSP and also to develop trainers for bank
coaching. Furthermore, having two banks that have adopted the risk based SME
lending is not enough to create a bandwagon effect. Dante said that the Central
Bank has pointed out that it may require at least ten banks for a new approach to
gain wider support. Having only two partner banks was a strategic decision made
when Phase 2 started. The reason was to have intensive support to the banks
given the budget limitation. Phase 1 used to work with nine pilot banks. The SME
Finance trainings are now being accessed by many banks and nonbank financial
institutions nationwide. However, attendance to such classroom trainings alone
would not bring them to the level of success attained by the two partner banks
because bank coaching takes a longer process and is more expensive.

There is a Memorandum of Agreement (MOA) between DTI National and
Development Bank of the Philippines (DBP) for the latter to provide the credit
needs of One Town, One Product (OTOP) participating enterprises. A key issue
raised in the discussion is the lack of clear orientation and mandate of DTI
Regional and Provincial offices to support the initiatives. RD7 Caberte mentioned
the risks that this may entail on the part of DTI. The risk she referred to is in
terms of making the DTI staff become the guarantors of the loans they have
recommended to DBP. Furthermore, other participants pointed out the need for
clarifying DTl 6s role, the services tthat wil
DTI shall derive from such arrangement, the mechanism that will be most
effective and how the business development services (BDS) model may be
introduced into the OTOP requirement for credit.

10



Other concerns raised included (1) the readiness and capacity of the banks to
invest in capacity building of their staff and in setting up its SME Unit, (2) what
will be the role of DTI officers in SME Finance development? and (3) what
mechanisms must be put in place to ensure that the previous gains are not
wasted as this model winds up? (Annex 13).

2.5 Review of Achievements: Competitiveness

Adviser Vicky Antonio presented the Competitiveness Component report. As the
latest addition to the program, the Competitiveness Component has achieved
some of the initial steps needed to accomplish the set targets (Annex 7). Notably,
the participants lauded the much improved revised results chain for the
Competitiveness Component. There were requests to share these revised results
chains to all the program stakeholders.

A main concern raised was how to increase the sense of ownership of NCC and
other stakeholders for this component. Several suggestions were made such as
(1) proper information dissemination, (2) increasing exposure of national players
in the regions and vice versa, (3) linking with the local government unit (LGU)
competitiveness forum and (4) harmonizing efforts with existing local structures
and mechanisms. The Knowledge Management (KM) Specialist may also
provide valuable service to help achieve this Component @®lsjectives (Annex 13).

2.6 Review of Achievements: National (Component 1 and Component
2)

DTI Bureau of Micro, Small and Medium Enterprise Development (BMSMED)
Division Chief Elvira Tan presented the achievements at the national level. Micro,
Small and Medium enterprise Development (MSMED) Council meetings and
consultations were conducted within the year and provincial MSMED plans have
been reviewed by BMSMED. For replication and upscaling purposes, the
documentation and dissemination of information on the different BIC Models
were done (Annex 8). However, two issues were raised related to the use of KM
products in the upscaling efforts (1) how to monitor the utilization of these KM
products? and (2) how to determine the impact of these KM products? In the
case of the Business Processing and Licensing System (BPLS) Toolkit, there
was a suggestion to make use of National Economic Research and Business
Assistance Center (NERBAC) to monitor the LGUs who were given the toolkit
and whether these LGUs have streamlined their BPLS.

Some DTI personnel suggested that PSP SMEDSEP should involve the BDS
providers in Japanese International Cooperation Agency (JICA)'s Small and
Medium Enterprise (SME) Shindan for Philippine SME Counselors Program. To
improve the coordination mechanisms among and between provincial, regional to
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the national government agencies (NGAs) and other players, Anja Gomm asked
whether an order from the Undersecretary level would help, particularly in
ensuring the systematic link of the three components of PSP SMEDSEP at the
national level.

On the listing of BDS providers, it was suggested that a clear distinction must be
made between what DTI and other private BDS could offer i in terms of services
T and what their different roles are (Annex 13).

2.7 Review of Achievements: Region 8 (Component 1 and Component
2)

Regional accomplishments on Component 1 and Component 2 were presented

in the afternoon of Day 1. DTl Leyte PSP SMEDSEP Focal Person Faustino

Gayas presented t he Re gienx M)0 #ctiviles hunderv e me nt s
Component 1 have been achieved although not all were implemented due to lack

of human resources. Even though Provincial Micro, Small and Medium

Enterprise Development (PMSMED) Council Dialogues have been supported

throughout the year, only Leyte has a strong council. The other provinces

(Southern Leyte, Biliran, Samar, Eastern Samar and Northern Samar) have weak

Provincial Micro, Small and Medium Enterprise Development Councils
(PMSMEDCS).

While most MSMEs are still unwilling to pay for private BDS services, there were

some SMEs who availed of the services. For Component 2, Region 8 met their

targets and even surpassed some of their 2007 achievements. However, lack of

funds was identified as the main constraint in the full implementation of the Local

and Regional Economic Development (LRED) action plans. Moreover, there is a

need to clarify the roles of different stake
in service market facilitation.

A major concern that affected all three regions that was tackled was how to
institutionalize the SMED Monitoring and Evaluation system at the national level.
There were three suggestions made (1) explore possibility of linking it with the
existing monitoring system and reporting system of the DTI, (2) share the
experiences of the Regional Monitoring and Evaluation (M&E) help desks in
coaching DTI and other PAP managers in filling out the monitoring and reporting
forms for increased level of buy in of the national MSMED Plan PAP managers
and (3) continue using the monitoring forms to generate status of national
MSMED Plan implementation.

Volker Steigerwald pointed out that the success in Region 8 is mainly focused on
Leyte, hence the need to think strategically on how to spread the good outcomes
to other parts of the R8. To address this concern, three suggestions were made,
namely (1) assess quality and integrity of the monitoring information especially

12



on the outcome level indicators, (2) DTI Leyte to support other DTI provincial
offices in their effort to coach provincial PAP managers and implementers in
filling out the monitoring and reporting forms and (3) document the experience of
DTI Leyte to facilitate knowledge and skills transfer to PAP and outcome portfolio
managers in R8, within the Visayas and beyond.

A question was raised pertaining to the turnover of Environment and Rural
Development Program (EnRD) and DP LGU partners to PSP. It was suggested
for the concerned programs to have a dialogue to better prepare for the turnover
(Annex 13).

2.8 Review of Achievements: Region 7 (Component 1 and Component
2)

RD7 Aster Caberte presented the achievements of Region 7. In terms of
capacitating PSMEDCs under Component 1, the provinces of Bohol, Negros
Oriental and Siquijor have functioning PMSMEDC. Cebu is yet to reactivate its
MSMED Council. Although Component 2 targets on capacity development
initiatives on the different BIC models have been accomplished, there is still a
need to sensitize the DTI personnel on Value Chain (VC) before they can
effectively sensitize other agencies. In addition, other government agencies need
to be sensitized on the development of the service market (Annex 10).

Again, the issue of ensuring the utilization of the KM products was raised. It was
suggested that while marketing KM products, sensitization must already be done
by making the target users understand how they can benefit from using these
products.

Another concern that must be addressed at the national level is how to sensitize
stakeholders at that level on the BIC models so that upscaling efforts will be
adequately supported. Also, the Joint Administrative Order (JAO) on NERBAC
must be signed in order to get the full support of all NGAs who are part of
NERBAC. In this way, the upscaling of NERBAC can generate the support of
these NGAs.

As requested by RD7 Aster Caberte during the expectation setting, she wanted

clear commitments particularly for identified interventions in the VC. Another
concern is how to ensure and maintain the quality of BDS providers (Annex 13).
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2.9 Review of Achievements: Region 6 (Component 1 and Component
2)

DTl PSP SMEDSEP Regional Focal Person Lea Gonzalez presented the
accomplishments of Region 6 (Annex 11). Targets for Component 1 were
achieved except for the Guimaras PSMEDC which was not able to craft their
annual work plan. A major difficulty was capacitating Portfolio Managers and
Champions to fill out the monitoring and reporting forms and institutionalizing the
MSMED Plan M&E system. For Component 2, most targets were met. The
sensitization of PMSMEDCs on the BDS model was postponed to a later date
after the conduct of the DTI training on Service Market Delivery Facilitation.
Selling the idea of streamlining BPLS to the LGUs was relatively easy as it has a
direct effect of improving delivery of services to their clients. It was mentioned
that other government agencies also participated in the trainings on streamlining
BPLS.

Capacitating LGUs on LRED is underway. However, R6 needed further
gualification and indicators of the phrases, capacitated LGUs and capacitated
private business sector.

During the discussion, it was suggested that the BPLS training modules crafted
by the Center for Local and Regional Governance (CLRG) must be utilized for
the Visayas replication and nationwide rollout of the Streamlining BPLS Model. It
was also pointed out that the Local Development Councils (LDCs) can help in
monitoring the implementation of the LRED action plans.

A major concern raised earlier was again mentioned, that is, how to integrate any
customized monitoring tools in the replication of the BIC Models (Annex 13).

2.10 Review of Achievements: Program Management and Overall
Assessment of 2008 Performance

DTI PSP SMEDSEP Program Coordinator Geraldine (Dina) Rodriguez presented
the program management performance review (Annex 12). Most of the targets
for the year were achieved. The main challenges posed to the program
management team were (1) the need to focus more on impact i for example,
take time to assess the impact of the BIC Models and (2) to put more effort in
making DTI at all levels, especially at the national level, understand its role in
service market facilitation.

14



2.11 Lessons Learned and Overall Assessment of 2008 Performance

After listening to all the inputs and sharing, the whole group was asked what they
have learned from their PSP SMEDSEP experiences in 2008. Box 1 below
presents the lessons learned for 2008 (Annex 13).

Box 1 Lessons and Insights: 2008 Performance Review

Ownership is ensured in everything that we did. We were understood in why we were doing these.
Sincerity of all players resulted from proactive and participatory leadership support.
Cooperation between the private sector and the LGUs ensured success.

Good documentation of successful interventions inspired the other provinces leading to local and
regional development

fi R e & from top to the bottom - clarification of roles and mandates is a success factor

To be AStrategico we must work with partners
Work-life balance as a major concern and this must be addressed!

Need for more focus in what we do.

We have to |l earn how to say fAnoo.

Stronger networking between GTZ and CIDA enables us to tap more resources, thereby reaching
out to more areas.

A stronger integration of Components & Models is needed.

There is a need to formulate a clear KM strategy to have a shared understanding of
terms/concepts and roles, to manage expectations and capacitate partners to expand themselves.

To be more focus on my job in KM.
We need to focus on impact, that is, to know the impact of the BIC Models, etc.
The need for DTI to understand and fulfil its role in service market facilitation.

OO0 00 O000000 O-O0-O0-O0

After all the presentations and discussions, the participants rated the overall
performance of PSP SMEDSEP using green dot stickers on a graphic rating
scale with four categories of, excellent, very satisfactory, satisfactory and needs
a lot of improvement. Figure 1 shows that eleven participants rated the
performance as very satisfactory. Six ratings were on the borderline between
very satisfactory and satisfactory. Three said the program performance was
satisfactory. Another two were on the borderline between excellent and very
satisfactory. Overall, the participants were happy and satisfied with the 2008
performance of PSP SMEDSEP.

Figure 1 2008 PSP SMEDSEP Overall Performance
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3 Part 2: Looking Forward - Strategic Orientation for Phase 3

3.1 Proposed Timeline for the Strategy Development of PSP
SMEDSEP Phase 3

Anja Gomm organized and presented a timeline for the Strategy Development
Process for PSP SMEDSEP Phase 3. This initiativeistor e spond t o GTZb6s c.
design all its development cooperation programs with a specific bearing of
strategic orientation. Such strategic orientation is one that allows key actors to
orient all their efforts and activities toward those aspects and objectives that are
crucial to the success of the planned programs. Put more simply, GTZ is keen in
having the program implementers to be aware on whether they are doing the
right things. This question is to assess the relevance of the envisaged
development cooperation intervention measure. Anja Gomm presented the
Strategy Development Process Timeline. She enjoined national and regional
planning teams to take note of the timeline when they prepare their respective
2009 Operational Plans. Table 1 below shows the version that was presented to
and affirmed by the members of the Steering Committee when they met on 22
January 2009.

16



Table 1 Timeline of PSP SMEDSEP Phase 3 Strategy Development Process

PSP SMEDSEP Phase 3 Strategic Orientation

The PPR recommended more but did not have the time, means, mandate

strategic orientation... to specify WHICH!

|
PSP SMEDSEP Phase 3 Strategy Development Process

To allowthe right form(s) To define the appropriate
In several steps

of participation management structure
To clarify respective
technical and financial
cooperation processes

To identify, discuss and
prioritize possible
strategic foci

To define the conceptual
approach jointly
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3.2 PSP SMEDSEP Strengths, Challenges, Opportunities and Threats
(SCOT)

Lorenzo Templonuevo summarized and presented the strengths and challenges
of PSP SMEDSEP as identified in the PPR Final Report. Rita Pilarca presented
the opportunities and threats. The participants were given an opportunity to
contribute to the SCOT matrix that Rita and Lorenzo started to build.
Opportunities and threats at the national and international levels were identified.

At the program | evel, t he f ol | o(®istrogg
commitment of partners, (2) BIC Models and tools can be easily adopted and
upscaled, (3) strong orientation towards capacity building, (4) significant
achievements with regard to the Component objectives and (5) BIC Models
relevant for local economic development (LED) have strong potential to be linked
among each other.

However, the challenges that must be hurdled at the program level are (1)
accentuating a common strategic orientation among the three components, (2)
improving relationship with other development partners and (3) strengthening
program orientation towards enhancing national policy and strategy. There is
also an uncertainty concerning future developments of some intervention areas
such as the NERBAC and the NCC.

Lorenzo Templonuevo culled from the PPR report 12 strengths and nine
challenges of the Components and BIC Models. Some of these strengths are (1)
BIC Models are considered successful, (2) 16 Visayas provinces have results
based harmonized MSMED plan, (3) BPLS led to higher efficiency, increased
revenues and is replicable and (4) LRED is suitable for MSME Development
nationwide. Some of the challenges are (1) need for greater focus on

strengthening the MSME policy framework, (2) c| ar i ty regarding

relations to MSME Centers of DTI Provincial Offices and sustainable provision of
support services and (3) need for quality assurance in replicating and upscaling
the BIC Models.

The list of opportunities generated by the group outnumbers the threats both at
the national and international arenas. Some of the opportunities identified are
focused on the enabling environment such as the passage or potential
enactment of laws and policies needed not only to support PSP SMEDSEP
initiatives but also to upscale current efforts. Foremost of these are the Magna
Carta for MSMEs, Agri Agra Law, Credit Bureau Law, Implementing Rules and
Regulations (IRR) and JAO of NERBAC and the 2007 Anti Red Tape Law.

There are possibilities for achieving greater aid effectiveness and impact if
players contributing to private sector development work synergetically, for
example, PSP SMEDSEP coordinating with other development partners like
Canadian International Development Agency (CIDA), Australian Aid (AusAID),
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European Union Trade Related Technical Assistance (EU TRTA) and the
intensified collaboration among different government agencies. The Paris
Decl arationdés challenge to harmonize
by the Government of the Philippines (GOP). This serious intent if pursued and
concretized down to the local level may help counter threats such as LGUs
experiencing confusions with the entry of LGSP LED. Internally, DTI functional
groups still need to synergize.

The national and international interest in competitiveness (competitiveness
rankings, competitiveness as GOP priority agenda) signals the seriousness of
governments, including the Philippines, in working towards improving their
count r i e givieness.olmppoririginational and regional competitiveness is
also a challenge to Association of Southeast Asian Nations (ASEAN) member
countries as they take steps towards regional economic integration.

The election year 2010 may be both an opportunity and a threat as this may
bring positive changes or a change in priorities and focus affecting the program.

The full impact of the global financial crisis is yet unknown but this may also pose
threats to the efforts to support the MSMEs and develop the private sector, in
general (Annex 15).

3.3 Possible Strategic Focuses: Anticipated Outcomes and Variable
Geometry (Strategic Profile)

Based on the inputs of Anja Gomm on the PSP SMEDSEP Phase 3 Strategy
Development Process and the results of the deliberat i ons on PSP
SCOTs, the group went into further discussions on Possible Strategic Focuses of
PSP SMEDSEP Phase 3. The process that the workshop participants were to go
through was anchored on Tool Number 1 of Success Factor Strategy of Capacity
WORKS. This tool is called The Pentagon of Variable Geometry (Figure 3).

The group embarked on a journey identifying possible strategic focuses starting
with the metaplan technique. Participants were asked to write down in meta
cards what they think must be the focus for Phase 3 which is important in
defining the strategic orientation for Phase 3. The group in plenum worked
together to cluster the cards and provide a title on each cluster. Following a set of
workshop guide questions, a workshop group was assigned to tackle a cluster of
cards (possible strategic focus).

In identifying a possible strategic focus for Phase 3, Anja Gomm suggested the
following considerations

C we need to further develop the PSP SMEDSEP approaches to achieve
greater impact
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there are less resources for Phase 3

we need to build on existing cooperation

we need to bundle up our experiences

our regional initiatives have to be tied in

we need to have national support for the change processes at subnational
level

we need to ensure the integration and connection between national and
regional initiatives.

O 00000

After naming the three possible strategic focuses, each working group was
assigned to tackle a strategic focus to identify the anticipated outcomes and
result. In evaluating each possible strategic focus or possible line of action, each
small group looked into the relationship and coherence or alignment of the
possible strategic focus with these five elements of the reference system (in
italics below). Guide questions for each element were provided for the small
group discussion.

1 Relationship to International Development Objectives and Obligations,
Regional ASEAN trends: Which international objectives does the strategic
focus correspond to?

2 Relationship to Government of the Philippines National Policies and
Trends: Which national objectives does the strategic focus correspond to?

3 Relationship to DTI Strategies, Objectives, Major Final Outputs and
Systems

3a Which main actors in DTI need to be involved?
3b Which objectives of these actors does the focus correspond to?
3c Which systems can be utilized to make it happen?

4 Relationship to ongoing programs of other donors

Which donor programs do we need to harmonize this strategic focus with
and vice versa?

5 Rel ationshi p t o stierftRs aBdWwedRriesséso s
5a Which strengths of PSP SMEDSEP does it build on?
5b Which challenges of PSP SMEDSEP can it address?

Responses to these questions were presented in a matrix. At the end of the
discussion, the group used a Radar or Spiderweb Chart to visualize the strategic
profile of the possible strategic focus. It is used to plot ratings when assessing
coherence of strategic focus to a reference system. Using a rating scale of 1 to 5
(5 as highest), each group consensually decided on the extent of alignment or
coherence of the strategic focus with the five elements in the reference system
(Figure 2).

21



Relationship to
International Development
Objectives of Obligations

e

Relationship to National
Policies and GOP new
trends (2)

Relationship to PSP
SMEDSEP strengths &
challenges (5)

————— Relationship to DTI
strategies objectives, MFO
of systems (3)

Relationship to Programs
of other donors (4)

Figure 2 Radar Chart

In the Toolbox Success Factor 1 Strategy, this is referred to as the Pentagon of
the Variable Geometry of Strategy: fStrategies and projects emerge on the basis
of a variable geometry involving different perspectives that must be mutually
harmonized in relation to a reference system. The strategic orientation of
development cooperation projects must achieve maximum coherence with this
reference system. Orienting the program toward the pentagon (of variable
geometry) is expected to ensure ownership, alignment, donor harmonization,
managing for results, leverage, transparency and accountability. 0
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SUPRA-ORDINATE
OBJECTIVES
MDGs, human rights,
international conventions, BMZ
priorities and guidelines

REGIONAL PERSPECTIVE
) AUGNMENT positioning and relationships
alignment with partner- of the country within the
country needs, priorities and region, regional agreements,
reform agenda, e.g. PRSP anchor country approaches
HARMONISATION COOPERATION SYSTEM
harmonisation and coordina- consideration of the per-
tion of instruments and formance and cooperation
procedures with other bilateral capabilities of the key actors
and multilateral donors and other stakeholder groups

(7 The pentagon of variable geometry

Strategic profile of the project in year X

- Strategic profile of the project in year Y

Figure 3 The Pentagon of Variable Geometry of Strategy 1 The Reference
System
(From Capacity WORKS Toolbox Success Factor 1 Strategy)

Table 2 below shows the anticipated outcome and results of the three possible
strategic focuses which are (1) MSME Development, (2) Service Market
Development, (3a) Tourism Subsector Focus and (3b) Aquaculture Subsector
Focus.
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Table 2 Anticipated Outcome and Results of the Three Identified Strategic Focus
of PSP SMEDSEP for Phase 3

Possible Strategic
Focus 1 MSME
Development

Possible Strategic
Focus 2 Service
Market Development

Possible Strategic
Focus 3a Subsector
Focus Tourism

Possible Strategic
Focus 3b Subsector
Focus Aquaculture

Anticipated Outcome

and Results

} competitiveness
oriented MSMED Plan
implemented and
monitored by well
capacitated provincial
and national MSMED
Council

Anticipated Outcome
and Results
1 Supply: Private
Service Providers
U increased
Revenues
U increased number
of clients in BDS
market
U improved quality of
services
Facilitator
(Government
Service Providers)
U increased number
of SMEs referred to
PSP SMEDSEP
U no new operational
BDS offered
U capacity building
interventions to
private providers
U create demand with
relevance of
services
Demand (MSMEsSs)
U increased
productivity and
efficiency
U better access to
service markets
U better access to
finance
U percentage increase
of MSMEs availing
BDS (baseline
Aug09)

N

W

Utilization of tourism
sector as a driver for
local MSMEs and
service market
development
(upgrading of Tourism
VC to benefit MSMES)

Anticipated Outcome

and Results

U increased
competitiveness of all
actors in the chain

U increase in
investments in the
tourism industry
(including Overseas
Filipino Workers
OFW)

0 increased foreign
exchange earnings

U increase in tourist
spending in the
regions

U upgrading of
supporting supply
chains

U increased
employment in
tourism and allied
sectors

Upgrading of
Aquaculture VC

to meet the national
and international
demand to benefit
MSMEs

Anticipated Outcome

and Results

U increased revenues
for all actors in the
chain

U more value adding
processes in the
regions

U application and
enforcement of
appropriate
regulations

U convergence of
national agencies
(DTI, Department of
Agriculture (DA)...)

The strategic profiles of the three possible strategic focuses are shown in the
radar graph below (Figure 4).
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International Development
Objectives and Obligations,
Regional ASEAN Trends

/\\ SMEDSEP's Strengths an

National Policies and GOE
New Trends \ /\ Challenges

>N

O/

/N
/ N\
/ N\
( N\
\ /|

~

» =,
DTI Strategies, Objectigg Ongoing Program of other
MFOs and Systems Donors
—e—Tourism —@—Aquaculture Service Market Developmen —sm—MSME Development

Figure 4 Strategic Profile of the Three Strategic Focuses

Compared to the other strategic focuses, MSME Development got the highest

rating for all reference points in the variable geometry. The group gave MSME
Development the highest possible score on all reference points because they see

that this focus is very well aligned to international development objectives and
ASEAN trends such as the Millennium Development Goal (MDG)d s t ar get
poverty reduction, the Paris Declaration on Aid Effectiveness and the intensified
international interest in competitiveness. MSME Development is also aligned with
national developments and policies since this is one of the priorities in the
Medium Term Philippine Development Plan (MTPDP), the National
Competitiveness Agenda and the Export Development Plan.

In terms of alignment with DTI strategies and objectives, MSME Development
cuts across all Major Final Outputs (MFOs). There are several donors with whom
PSP SMEDSEP could possibly work with in this area, including International
Fund for Agriculture and Development (IFAD) i Rural Microenterprise Promotion
Programme (RUMEPP), JICA Shindan, British Council i creative sector,
Confederation of British Industry (CBI) i Export Marketing, ASEAN Pacific
Economic Cooperation (APEC) T special training programs, DED i Center for
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International Migration and Development (CIM) volunteer program, AusAID i CB
for SMEs, AMEIC i CB for MSMEs, Japanese Economic Trade Organization
(JETRO), Asian Development Bank (ADB) and Kreditanstalt fuer Wiederaufbau
(KfW German Bank for Reconstruction).

Finally, focusing on MSME Development in Phase 3 builds upon PSP
SMEDSEPGO6s achievements and strengths.

On the other hand, Service Market Development got a perfect rating for
al i gnme nt s objectives, MFDS and systems. However, the group gave
this strategic focus a rating of three when it comes to its coherence with
international development objectives and obligations, even though this may
contribute to the attainment of poverty reduction, gender equality and clean
environment green objectives.

Between tourism and aquaculture as a subsector focus, tourism had a higher
rating on four of the reference points except on alignment with donor programs.
Tourism was given a higher rating because of the wider opportunities for tourism
development as the international market keeps growing and the increasing
number of Overseas Filipino Workers (OFWs) who have the financial capacity to
invest and travel around the country. The NCC has identified tourism as a priority
sector and the Visayas is touted as a tourism supra region. There is also a new
tourism development bill drafted. There are tourism champions from the national
to the LGU level. This fits neatly into the DTI MFOs and MSMED plan. And
finally, the participants perceived that coordination with the Department of
Tourism (DOT) will be relatively easy.

For the detailed analysis and strategic profiles of each possible focus, please
refer to Annex 16, Annex 17 and Annex 18.

3.4 Concerns and Questions Raised on Strategic Focuses

The following were the concerns and questions raised on the possible strategic
focuses. The documentation of the discussions for each issue is found in Annex
19.

34.1 Possible Strategic Focus 1: MSME Development

Four concerns were raised, namely (1) the long list of players may not be
manageable, (2) si nce DTI 6s mission is to promote M
strategic focus?, (3) how can this help the PSP SMEDSEP (DTl and GTZ)

implementing team have more focus than it did in the past? and (4) how does the

PSP SMEDSEP implementing team bring MSME policy down to the local level?
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A major point raised by GTZ Competitiveness Team Leader Uwe Sturmann was
that MSME policy is also included in the other possible strategic focuses (service
market facilitation and subsector focus). He asked where possibly there are
contradictions and how the variety of approaches may be narrowed down into
manageable chunks.

3.4.2 Possible Strategic Focus 2: Service Market Facilitation

Four concerns were raised, namely (1) currently, service market facilitation does
not have the_support it needs at the national level, why was this given a perfect
rating of 5 in the strategic profile?, (2) how would the focus on service market
development contribute to a green environment and gender equality?, (3) why is
this strategic focus rated low on alignment with international donor objectives?
and (4) is there an increasing demand and pressure for other NGAs to shift
toward service market facilitation?

3.4.3 Possible Strategic Focus 3: Subsector Focus i Aquaculture and
Tourism

Two main concerns were raised, namely (1a) should tourism be PSP
S ME D S E Bubsector focus when it is not really the focus of DTI?, (1b) how
should tourism be viewed i not as an end of itself but as a means to strengthen
other supply chain sectors and a driver for local MSME development and (2a)
how do other agencies perceive if PSP SMEDSEP pursues a tourism subsector
focus?, (2b) how can SMEDSEP Phase 1 problems experienced in Negros
Occidental be avoided in terms of clarifying roles and responsibilities among the
different players?

DTI Region 6 Regional Director (RD6), Dominic Abad, and R6 PSP SMEDSEP
Focal Person Lea Gonzales expressed some reservations on the idea of
choosing tourism as a subsector focus for PSP SMEDSEP Phase 3 because of
their SMEDSEP Phase 1 experiences. This calls for a review of past experiences
to look into the obstacles and how these may be prevented or overcome in the
future.

It was pointed out that the three possible strategic focuses may be linked
together. The three Regional Directors, together with DTI Director for BMSMED
RODG Rhodora Leafio and GTZ management team agreed to sit together to
move the discussion forward.
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4 Part 3: Learning from the Past and Preparing for the Future
i 2009 Operational Planning

As a starting point for the operational planning, a summary of the review of 2008
accomplishments and Phase 2 results chains were presented by Elpe Canoog.
This was followed by Lor e neda@reséntatiop of oha
PPR results primarily directed at the Provincial Directors who for the first time
were provided with this important information. DTI PSP SMEDSEP Program
Coordinator Geraldine Rodriguez presented the process undertaken in Day 2
and the strategic profiles of the three possible strategic focuses.

Taking off from the performance review results, lessons learned, issues and
concerns raised, the PPR results and the possible strategic focuses for Phase 3,
the participants embarked on a two day operational planning workshop.

Unlike in the previous operational planning workshops, in this workshop there
was only one workshop group crafting the national plan. The activities of the
Financial Services Model and of the Competitiveness Team were already
included in the national operational plan. Similar to the process of the January
2008 Operational Planning, each region prepared its operational plan which

uevoods

identified strategic activities to achieve

Commission Indicators in the remaining months of Phase 2 (January to August
2009), the Models that need to be wound up and the preparations needed for
Phase 3. Finalized versions of the Operational Plans after the versions drafted
during the Operational Planning Workshop were enhanced by the national and
regional teams in the first week of January 2009. These versions were the ones
presented to and affirmed by the members of the Steering Committee when they
met on 22 January 2009. In addition, Anja Gomm and Dina Rodriguez jointly
prepared the 2009 Program Management Operational Plan in the first week of
January 2009 to outline activities that project management needs to do to
support the implementation of the 2009 national and regional plans (Annex 20).

4.1 Highlights of the Discussions on the 2009 Operational Plans

DTI RODG Undersecretary (Usec) Merly Cruz listened to all the presentations and
participated in the discussions. Below are the highlights of the discussions.

4.1.1 Creating an Impact on National Policy at the Local Level

Usec Merly Cruz emphasized that the Regional Offices can create an impact on
national policy through the convergence mechanism. If a sector has identified
what must be done for a particular industry to have a conducive business
environment at the LGU level, the sector concerned stakeholders may have to
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collaborate with the LGU local chief executives and lawmakers for the passage of
appropriate local ordinances. When national action is required, DTI must make
sure that it is actively engaged with the Provincial Development Council (PDC) so
that concerns are mainstreamed from the PDC to the Regional Development
Council (RDC) level. The RDC can then elevate the issues to the different
agencies concerned from the regional up to the national level.

4.1.2 Optimizing Convergence Mechanism to Support Industries

Usec Merly Cruz cited some examples on how the convergence mechanism may
be fully utilized to support the development of industries at the local level. She
explained that DTl could impact heavily in marketing, processing and
entrepreneurship through the convergence mechanism since DTI is not the only
agency supporting MSME development. For example, the Department of
Environment and Natural Resources (DENR), as well as other agencies, assists
wood based industries. In the industry plan, DTI must involve and needs to
interface with all the other responsible agencies to implement the wood based
industry plan. She further emphasized the importance of strengthening the
convergence efforts between January to August 2009 and to exactly agree with
the other agencies on their respective roles, responsibilities and corresponding
actions.

4.1.3 Strengthening PSMED Councils in Preparation for Phase 3

Through the MSMED councils, policy concerns may be addressed. However,
Usec Cruz reminded everyone that this will only work if the structure of the
PMSMEDC is in place and strong. Not all Councils are functioning. Some need to
be revived. Hence, Usec Cruz suggested that all the Regional Operational Plans
must include activities that reactivate and strengthen the PMSMEDCSs so that
they can do advocacies up to the national level. This is a good preparation for
PSP SMEDSEP Phase 3.

4.1.4 Need to Focus Efforts for Greater Impact

GTZ PSP SMEDSEP Program Manager Anja Gomm emphasized the need to
focus so as not to spread DTI efforts too thinly. She challenged the group to think
of focusing efforts on something (a showcase) which can serve as a basis for
replication. This may be deliberated upon by the joint GTZ DTI Think Tank Group
when it meets in January 2009. Members of the Think Tank Group are the three
DTI Visayas Regional Directors, BMSMED Director, GTZ PSP SMEDSEP Senior
Advisers for the three components, KM Specialist, Visayas Coordinator and
Program Manager (Annex 21).
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5 Workshop Evaluation

The participants evaluated the Day 1, Day 2 and Day 4 of the workshop using a
graphic rating tool 1 sticking green sticker dots on the mood barometer smileysJ .
The workshop elements evaluated included preparation, structure and agenda,
quality of discussions, quality of facilitation, time management, logistics support
and venue service package, achievement of objectives, and overall level of
satisfaction.

On Day 1, an overwhelming majority gave a very positive rating of the workshop.
There were five participants who were not very satisfied or were just quite
satisfied with the workshop preparation, quality of discussion, logistics support
and venue, and the attainment of objectives. In terms of overall satisfaction with
the workshop, two participants were not very satisfied while the rest were very
satisfied (Figure 5a).

Figure 5a End of Day 1 Figure 5b End of Day 2 Figure 5¢c End of Day 4
Assessment Assessment Workshop Assessment

On Day 2, majority of the participants were quite satisfied with all of the elements
of the workshop. Only eighteen participants were very satisfied. There were two
who were not satisfied but no one was utterly disappointed with the workshop
which focused on the discussion of the possible strategic focuses (Figure 5b). To
understand better the evaluation results of Day 2, feedback on the workshop
process and output of Day 2 were solicited the next day. There were mixed
reactions i some positive and others seemed disappointed with the output.

Some of the positive responses were (1) an interesting start, (2) a positive teaser
and (3) clarified our interests. The quite critical comments were (1) posed some
new questions, (2) difficult to accept that things are hanging (3) we were not
discussing on other alternatives and (4) foci can be combined.
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The participants did not evaluate Day 3 as each workshop group worked on their
operational plans at different times and pace. The end of workshop evaluation on
Day 4 shows that all participants were very satisfied with the workshop (Figure
5¢).
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6 Next Steps

To close the workshop, Usec Merly Cruz congratulated the group for the effort
and expressed sincere support for the program. GTZ PSP SMEDSEP Visayas
Coordinator Volker Steigerwald also thanked and congratulated the group. To
give the group a sense of direction after this workshop is concluded, he
presented the following immediate next steps

1 need to review the plans to check if
1.1 regional plans are realistic

1.2 schedules match i are there any conflicts, overlapping
schedules?

1.3 the regional activities support the national activities and vice
versa?

2 sort activities and plans according to component and model T national
and R6, R7, R8

3 determine required support from PSP SMEDSEP 1 GTZ for example on
VC and KM

continuation of the strategy development process for Phase 3
preparatory activities for Phase 3
agree on steps and activities for January 2009

~N o o1 b~

set the date of the Steering Committee Meeting within January 2009.

The workshop was concluded at 17h00 on 18 December 2008.
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ANNEX

Annex 1 Participants

PSP SMEDSEP Operational Planning and Strategic Workshop

15 to 18 December 2008

| NAME Position
DTI National
1 Rhodora Leafo Director, BMSMED - RODG
2 Geraldine (Dina) Rodriguez DTI SMEDSEP Program Coordinator
3 Elvira Tan Division Chief, BMSMED
4 Aurora dela Rea RODG Focal Person for SMEDSEP
NCC
5 | Mario Jusi Division Chief, CIC and NCC Secretariat
DTl Region 6
6 Dominic Abad Regional Director
7 Lea Gonzales SMEDSEP Focal Person
DTI Region 7
8 Aster Caberte Regional Director
9 Rosemae Quifianola SMEDSEP Focal Person
DTI Region 8
10 | Desiderio Belas, Jr OIC - Regional Director
11 | Faustino (Jojo) Gayas SMEDSEP Focal Person
GTZ
12 | Anja Gomm Program Manager
13 | Volker Steigerwald GTZ Coordinator Visayas
14 | Uwe Sturmann Team Leader
15 | Hanna Bucher Junior Expert
16 | Rita Pilarca Senior Adviser
17 | Lorenzo Templonuevo KM Specialist
18 | Dante Portula MSME Financial Adviser
19 | Ma Victoria Antonio Technical Adviser
20 | Rhodora May Raras Technical Assistant, Component 3
21 | Ben Arvin dela Cruz IT Specialist
22 | Janelle Dumalaon Executive Assistant
23 | Kathleen Wabrowetz Intern
24 | Bastian Becker Intern
25 | Stefan Zwazl Intern
26 | Rhea Ledesma Regional Coordinator, Region 6
27 | Raquel Capio Regional Coordinator, Region 8
28 | Miriam Bacalso Regional Coordinator, Region 7
29 | Elpe Canoog M & E Specialist
30 | Victor Marius Tumilba Technical Assistant, Region 6
31 | Cherie Cafete Office Manager , PSP Cebu
32 | Peter Pajo Administrative Assistant, PSP Cebu
DTI Region 6

33 | Ermelinda Pollentes

Provincial Director, Capiz

33




NAME Position
34 | Maricar lturralde OIC - Provincial Director, Guimaras
35 | Rebecca Rascon Provincial Director, Negros Occidental
36 | Wilhelm Malones Provincial Director, lloilo
37 | Jose Divinagracia Provincial Director, Antique
38 | Diosdado Cadena, Jr Provincial Director, Aklan
DTI Region 7
39 | Espenranza Melgar Division Chiefi TIDS, Cebu
40 | Ma Elena Arbon Provincial Director, Bohol
41 | Javier Fortunato, Jr Provincial Director, Negros Oriental
42 | Nimfa Virtucio Provincial Director, Siquijor
DTI Region 8
43 | Ma Delia Corsiga OIC - Provincial Director, Leyte
44 | Michael Nunez Provincial Director, Southern Leyte
45 | Celerina Bato Provincial Director, Biliran
46 | Asisclo Belena Provincial Director, Samar
47 | Eleanor Alido Provincial Director, Eastern Samar
48 | Stanley Tabiando Provincial Director, Northern Samar
DED
49 | Wojtek Nieszporek DED Expert

Decentralization Program

50 | Menchie Kho BPLS Coordinator, Cebu

51 | Olivia Filone Program Adviser

52 | Merly Cruz Usec, DTI RODG

53 | Carmela Ariza Consultant, Workshop Moderator
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Annex 3 Workshop Agenda and Program

t Z Private Sector Promotion Program
Small and Medium Enterprise Development for

E— Sustainable Employnent Program

DEPARTMENT OF

TRADE & INDUSTRY
PHILIPPINES

Points of Departure:
1 Program Progress Review (PPR) Assessment and Recommendations

1 BMZ initial discussions with NEDA for Phase 3

Objective:

To focus our activities for the remainder of Phase 2 and agree on a strategic orientation f
Phase3 of the program

Clarity shall be reached on:

1. which deliverables are to be completed by when to ensure the fulfilment of our
indicators for Phase 2
2. what needs to be done by when to wind up on those models where PSP / SMEDSEP
support is due to end 2009
3. which resources will be needed from whom to ensure completion of Phase 2.
4. what new activities can already be taken up to move towards the proposed focus for
Phase 3
The outcome of the Operational Planning process will be instrumental in meeting the se
targds for Phase 2.
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Conceptual Framework

Joint Workshop

Phase 2 Phase 3

Review of
Achievements 2nd Operational Plan 2009 Strategic orientation
semester 2008

ONINNV1d WNOILVHIIdO ‘MIAINTH WHLSINTS

Joint vision, first
rough idea of
milestones

Accomplishment of
indicators
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Monday LOOKING BACK- Review of Achievements

Day, Time
15 December 2008
08:3071 10:00
10:0071 10:45
10:457 11:30
11:3071 12:15

12:1517
13:1517

13:15

14:00
14:0071 14:45
14:457 15:30

15:3071 16:15
16:15-17:15

17:157 17:30
17:30

Content, Session

Pre-Workshop Activities

Review of Achievements of 2008:
Review of Achievements of 2008:
Review of Achievements of 2008:

and 2
Lunch Break

Review of Achievements of 2008:

2

Review of Achievements of 2008:

2

Review of Achievements of 2008:

2
Program management input

SME Finance
Competitiveness
NATIONAL i Component 1

REGION 81 Component 1 and
REGION 71 Component 1 and

REGION 61 Component 1 and

Looking at the Big Picture and Rating our Whole Year Performance
(common issues of regions/national)

End of day Feedback

Loboc River Cruise and Dinner, C h |

|l drends Choir

Tuesday LOOKING FORWARD 1 Strategic Orientation for Phase 3
Content, Session

Day, Time
16 December 2008
08:0071 08:30
8:3071 09:00

09:00 7
09:30 7

09:30
10:30

10:30 171
11:007
12:007
13:00 71
15:0071 16:00
16:0071 17:00
17:00 - 17:15
17:157 17:30
19:00

11:00
12:00
13:00
15:00

Energy Circle, Recap, Agenda for the day

Capacity Works: Presentation of Suggested overall process and
Overview of MRM Strategic Orientation Process

Review of PPR Results

PSP/ SME D EEaRdgng Environment: Social, Economic and
Political-Institutional Environment (including national and
international frames of reference: Policy Directives and Principles)

Mechanics of the Development of Strategic Focuses

Possible Strategic Focuses (Plenary Session)

LUNCH

Group Work on Strategic Focuses

Plenary Discussion on Focuses
Review of Vision

Looking Forward i Next Steps
End of day Feedback

Christmas Party
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Wednesday and Thursday

Learning from the

Past, Preparing for the Future 7 Strategic Actions in Phase 2:

Leading to Phase 3

Day,Time

Content, Session

WEDNESDAY, 17 December 2008

08:0071 08:15
08:15171 08:45
09:00 - 10:00
10:00 - 11:00
11:007 12:00
12:007 13:00
13:007 13:15
13:157 17:15
17:157 18:30

Welcome Remarks, Context and Rationale

Introduction of Participants, Agenda for the day

Review of Accomplishments and Results Chains of Phase 2
Presentation of PPR Results

Presentation of Strategic Focuses Worked out in Day 2
Lunch Break

Introduction to Operational Planning

Operational Planning Workshop 1

End of day Feedback

THURSDAY, 18 December 2008

08:0071 08:15
8:1517 10:00
10:007 12:00
12:007 13:00
13:30171 14:00
14:007 14:30
14:307 14:45
14:457 15:00

Energy Circle, Recap, Agenda for the day
Continuation of Operational Planning Workshop
Presentation of Operational Plans

Lunch Break

Statements and Feedback on presentations made
Next steps

Workshop Evaluation

Closing Remarks

COOPERATION

Republic of the Philippines

Federal Republic
of
Germany

38
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Annex 5 SME Finance Performance Report
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By Dante Portula for SME Finance
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Financial Institutions (Fis) increase loan portfolio to SMEs
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