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Figure 1 Overview of the Program Provinces on Panay and Negros (with pre-
selected sites by DENR) 
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EXECUTIVE SUMMARY 

 
 
1 SITUATION ANALYSIS 

 
The proposed Community Based Forest and Mangrove Management Program targets 
the islands Panay and Negros in the Western and Central Visayas. The Panay 
program area includes the 4 provinces Aklan, Antique, Capiz and Iloilo, and on Negros 
the 2 provinces Negros Occidental and Negros Oriental. The latter province has been 
added upon request of the provincial government during the last Philippine-German 
bilateral consultations, and the FS team confirms that Negros Oriental should be 
included in the program. 
 
Like everywhere in the Philippines, also in Panay and especially Negros natural forests 
were depleted in the last decades. According to recent DENR statistics only 32% of the 
declared forest land is actually covered with trees. Large parts of Panay and Negros 
(around 1/3) are occupied by steep mountains, and many critical watersheds are 
barren and prone to erosion. To restore the forest cover, DENR carried out a massive 
reforestation campaign in the last 15 years. Despite impressive results there are still 
large areas in need of reforestation, including critical watersheds and unproductive 
wasteland (900,000 ha or 36% of Panay and Negros are only covered with unproduc-
tive shrubs and cogon grass).  
 
Community Based Forest Management (CBFM) was declared the national strategy to 
ensure sustainable development of the country’s forest resources in 1995. The 
approach is to award long-term forest user rights (Community Based Forest Manage-
ment Agreements or CBFMA) to People’s Organizations within villages. Within the last 
10 years, 147 CBFMAs covering 65,000 ha have been awarded to POs in the 6 
program provinces. The established POs received support through WB or ADB-
assisted projects in community organizing, capacity building and management plan 
preparation during the initial phase. After awarding the CBFMA, most of them were left 
alone, however, before being able to manage their forests properly. The recent logging 
moratorium and the cancellation of several CBFMAs added to the frustration of many 
POs involved in CBFM. Unless the existing CBFMA become a success story and 
provide positive examples for other interested POs, CBFM looses its attraction to 
communities. The proposed CBFMMP shall therefore support POs with existing 
CBFMA to manage their forests properly and gain tangible benefits. 
 
The inherently low soil fertility of most upland soils and high rates of soil erosion are 
major problems with the permanent cultivation in the uplands. Widespread growing of 
sugar cane and corn without soil conservation measures is a major cause of land 
degradation. The poverty resulting from low yields and incomes per hectare in Panay 
and Negros, despite fairly high labor inputs, indicate the final stage of the land-use 
development system has been reached. The way out of this typical low-level of 
equilibrium is to switch the farming system to perennial (fruit) tree crops on slopes, 
intensive corn and rice production on small suitable patches, with irrigation in the valley 
bottoms, and vegetable production near the house. 
 
The major constraints in rural infrastructure are the limited accessibility to the 
communities and the production sites, lack of potable water supply in many upland 
villages, under-developed irrigation systems and the absence of economic support 
infrastructure such as village whole-sale markets for the produce. An average of 33% 
of all families in the program provinces fall under the poverty threshold. This is 
significantly more than the Philippine average of 24.4%. 
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2 PROGRAM GOALS AND TARGET GROUPS 

 
The overall goal of the program is to contribute to the improvement of environmental 
conditions and reduction of poverty in Panay and Negros. The immediate objectives of 
the program are to enable participating POs and village households to manage forests 
and mangroves sustainably, to adopt sustainable and productive upland farming 
systems, to improve food security, income and living conditions and to improve access 
to markets. This shall be achieved through a balanced program of investment in forest 
and mangrove management, rural infrastructure, natural resource based income 
earning activities, and capacity development.  
 
Following DENR’s and KfW’s strategic concepts, the CBFMMP shall follow a program 
approach. The program shall be fully integrated in the national CBFMP. Not the 

afforestation of a few selected sites is the objective of the program, but the 
improvement of community based forest and mangrove management in the whole of 
Panay and Negros. This includes the improvement of legal and administrative 
framework conditions for CBFM, capacity building for all DENR staff in the program 
provinces involved in CBFM, and elaboration of forest rehabilitation models and PO / 
site selection criteria for general application throughout Panay and Negros.  
 
The primary beneficiaries will be POs with CBFMA, farmers and fisher folks in the 
environmentally fragile areas requiring program intervention. These should be poorer 
villages and farmers (but capable/ eligible to take a loan at LBP terms) with strong 
vested interests (short-medium term income generation opportunity and longer-term 
natural resource sustainability) in the program interventions offered. Women and the 
poorer segments of society shall be actively encouraged to participate in program 
planning and implementation.  
 
The secondary target group would include DENR and LGU management staff and 
technicians on province and CENRO / municipality level. Especially field staff engaged 
in community based resource management shall be capacitated to provide the required 
extension support. In addition, multiplicators like village leaders, key farmers and 
genuine NGOs are seen as target group for capacity building. 
 
 
3 PROGRAM COMPONENTS 

 
Four components were identified for inclusion in the 7-years program: 

 Rehabilitation of forests and mangroves and proper management through POs 
and/or rural households, 

 Introduction of livelihood options that increase income and contribute to 
sustainable forest and mangrove management, 

 Improve rural infrastructure in support of livelihood 

 Capacitate all major stakeholders to plan, implement and monitor the program and 
support CBFM 

 
 
3.1 Forest / Mangrove Rehabilitation and Management 

 
(1) Sustainable management of existing forest plantations. Under the condition that 

the DENR will lift the logging ban at least for plantations (which is in place in 
natural forest and plantations except in Region 11 and 13), the program will 
demonstrate proper management of existing plantations (thinning, utilization and 
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reforestation, appropriate silvicultural treatments, felling, yarding and sorting). This 
will create immediate tangible benefits for tree farmers and reinforce their interest 
in forestry.  

 
(2) Forest and mangrove rehabilitation and afforestation, with 4 models: 

 Multi-purpose timber plantation, to improve environmental conditions, especially 

reduce erosion and increase water retention during heavy downpours, and provide 
additional income through wood and non-wood forest products, including food, 
medicine, fiber, fuel and fodder. 

 Enrichment planting, to enrich degraded natural forest and shrub land in CBFMAs 

with medium-rotation, pre-dominantly indigenous timber trees. This shall transform 
unproductive stands into productive ones, raise medium-term income possibilities 
for POs through production of high-value timber and stimulate active management 
and protection. Most of the natural vegetation will be maintained, conserving the 
biodiversity of tropical rainforest ecosystems 

 Rattan enrichment planting, to enrich degraded natural forest (and possibly 

plantations with medium rotation) in CBFMAs with rattan. The non-destructive 
harvest of rattan canes shall raise income possibilities for POs and stimulate 
protection of natural forest.  

 Mangrove plantation / enrichment, to reforest barren stretches of former mangrove 

areas along the coast as protective buffer strip, to reduce wave damage to coastal 
villages, to improve spawning grounds for fish and crustaceans and to increase 
production. In some sites also eco-tourism shall be promoted. 

 
 
3.2 Improvement of Livelihood Options 

 
(1) Processing and marketing of forest and agro-forest products, to obtain higher 

prices for forest products through joint marketing (bigger volume), optimal sorting 
and further processing, e.g. lumber production, kiln drying, furniture making, mat 
and basket weaving. Other livelihood options are production and processing of 
abaca fibers, virgin coconut oil or etheric oils. 

 
(2) Improvement of upland agriculture, to promote a change in the farming system 

from unsustainable rainfed annual cropping to sustainable perennial cropping. For 
this change to be successful the program must ensure the upland farmer achieves 
his priority of food security for his family. This shall be achieved through dualistic 
farming, i.e. intensifying food production on suitable small patches, establishment 
of high-value vegetable beds near houses, and changing from arable farming on 
slopes to multi-storey tree orchards.  

 
(3) Mangrove related livelihood options, to increase the income of coastal POs, their 

members and coastal barangays involved in mangrove rehabilitation and 
protection. The suggested options mud crab fattening, grouper farming and oyster 
culture depend on an intact mangrove ecosystem, thus it is expected that the 
beneficiaries protect their mangroves. 

 
 
3.3 Improvement of Rural Infrastructure 
 
(1) Farm-to-market roads, improvement of existing poor or damaged roads to enable 

upland farmers to market their products (including wood), buy agriculture inputs 
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and to allow traders to come to the villages. Besides, the improved road access 
shall benefit school children and sick persons in need of medical treatment.  

 
(2) Village drinking water supply, for villages without clean and safe drinking water, 

piped into the houses. 
 
(3) Community based irrigated agriculture, to enhance agricultural productivity in 

valley bottoms as one strategy to increase food security, reduce poverty and to 
discourage unsustainable upland farming and over-extraction of forest products.  

 
(4) Village whole-sale markets, to create opportunities for farmers in remote villages to 

market their products (agricultural products and livestock) and to reduce transport 
costs. 

 
 
3.4 Capacity Building 

 
For program management staff. To ensure efficient program implementation, the 
program will support capacity building of DENR, LBP and LGU management staff 
through seminars, workshops, on-the-job training and coaching. 
 
For service providers. The CBFM staff of DENR and the ENROs (if appointed or 

designated) and other extension staff from LGUs shall receive capacity development 
and training prioritizing decentralized hands-on training in participatory CBFM 
processes, livelihood improvement and in inter-agency collaboration, as well as 
provision of essential equipment and vehicles. 
 
For POs. The most critical path in the program is the preparation of eligible project 
proposals and financing requests. Most POs are not eligible yet to access LBP funds or 
capable to prepare sound project proposals. The first 2 years (and beyond as long as 
required) shall be dedicated to awareness campaigns, support to meet LBP eligibility 
criteria, identification of viable project packages combining forest management, 
livelihood improvement and rural infrastructure, preparation of feasibility 
studies/business plans and submission of financing requests. 
 
 
4 Institutional Arrangements 
 
The Program Executing Agencies (PEA) are the DENR Central Office and the LBP 
Central Office. They are responsible for signing program documents, the accounting of 
program expenses and submission of reimbursement requests to KfW (by LBP). For 
supervision of the overall program implementation a National Steering Group will be 

created. The members shall come from DENR Central Office, FMB, LBP, NEDA, DOF, 
DILG, and KfW Manila Office. Only DENR, LBP and KfW shall have decision making 
power. The other members are observers and shall be invited on call basis. DENR 
shall have the lead in technical matters, LBP in financial matters..  
 
The Program Implementing Agencies (PIA) in the program provinces shall be the 
DENR with its regional, provincial and CENRO offices, the LBP with (sub-)regional, 
provincial and branch offices, the provincial governments and LGUs, and POs. Both 
DENR and LBP will establish their Project Management Office (PMO) for Region 6 in 
Iloilo and the PMO for Negros Oriental (Region 7) in Dumaguete. For program 
management, an inter-agency Program Working Group shall be established. Chairman 

will be the DENR RED for Region 6. The members will include representatives from 
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DENR Regional Offices R6 and R7, the 6 involved PENROs, LBP Lending Center staff 
from Iloilo, Bacolod and Dumaguete, DILG, the Provincial Governments, the consultant 
Chief Technical Adviser and a GTZ representative. Like in the National Leading Group, 
only DENR and LBP will have decision making power and can call a meeting. The 
Program Working Group will have the mandate to coordinate the 4 PMOs (one PO 
each of DENR and LBP in Region 6 and 7), to screen interested LGUs, POs and 
NGOs, to prioritize and screen project proposals and to monitor program progress and 
impact. The PWG will have a Screening Committee (to screen applications and 
proposals from LGUs, POs and NGOs) and an inter-agency Project M&E Team (to 

monitor project progress and impacts). The PWG Screening Committee has the 
mandate to identify at an early stage if a LGU or PO is eligible for program participation 
and shall receive capacity building or not. It sets standards and priorities for 
(sub)projects and carries out the technical screening of proposals. LBP shall be 
responsible for the credit evaluation of prospective borrowers using LBP’s standard 
accreditation criteria. The PWG will hold office in Iloilo and shall be the “docking 
station” for technical advisors.  
 
The PIAs shall be supported by a team of national and international consultants and by 
participating German development agencies like GTZ, DED and CIM. 
 
Package of loan and grant funds for implementation of projects. Both the loan and 
grant component of the German financial contribution shall be managed by the LBP. 
Suggested borrowers/intermediaries for project implementation are (i) LGUs, (ii) 
Cooperatives/POs and (iii) NGOs. The LGUs have the option to either use the funds for 
implementation of own projects (like infrastructure) or to pass on a portion to POs 
and/or individual households. 
 
The program is designed for 7 years and will follow a (partly overlapping) phased 
approach: (i) capacity building, promotional activities and screening/approval of 
proposed project packages, concentrating on the first 2 years, (ii) implementation 
phase starting in year 2 until year 7, and (iii) phasing out in year 7. 
 
 
5 Program Cost and Financing 
 
Available German FC. According to the TOR and communication by KfW, German FC 
funds of EUR 3 million grant and EUR 4 million loan shall be available for Panay and 
Negros Occidental, plus IDF funds of EUR 3.5 million (suggested 40% or EUR 1.5 
million grant and 60% or EUR 2 million loan). So the total FC funds for Panay and 
Negros would be EUR 4.5 million grant and EUR 6 million loan (scenario 1). In case 
the IDF funds could not be used in the intended form, at least the original EUR 3 million 
grant and EUR 4 million loan would be available (scenario 2). The FS team suggests to 
include Negros Oriental even under a reduced budget because of strong commitment 
and great potential. 
 
Cost. According to the Cost and Financing Plan (for scenario 1), total program costs 
(without beneficiaries’ free labor contribution) are estimated to amount to PHP 882.79 
million (EUR 13.58 million at an exchange rate of 1 EUR = 65 PHP). Most program 
costs will be local costs (around EUR 11.58 million or 88.2%). All program costs 
besides payments for international consultancy will be local costs (around EUR 12.83 
million or 94.4%). The term local costs applies here to payments for goods and 
services within the Republic of the Philippines. Vehicles procured in the Philippines are 
considered local costs. They include also taxes and duties, e.g. 12% VAT on 
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equipment. The free labor contribution of the beneficiaries amounts to additional PHP 
17.5 million or 13% of the total reforestation costs.  
 
Out of the total budget of around PHP 883 million, PHP 682.5 million (equal to EUR 
10.5 million or 77.3%) are earmarked for the 3 investive components. For forest 
rehabilitation measures PHP 136.5 million have been budgeted (20%), for livelihood 
improvement PHP 273 million (40%) and for rural infrastructure also PHP 273 million 
(40%). This allocation is only tentative and is an implication of the present scenario of 

1/3 grant and 2/3 loan funds. If a higher grant portion were available, (grant financed) 
forestry measures could come close to 50%. There has to be a certain leeway for 
LGUs and POs to adjust the budget allocation according to their priorities, within the 
overall grant/loan allocation, according to the demand-driven nature of this program. 
 
Vehicles and equipment will cost PHP 19.8 million (2.3%). For program management 
and operation a budget of PHP 61.8 million (7.0%) will be required, including PHP 28.7 
million for DENR technical personnel. For training and extension another PHP 24.6 
million (2.8%). PHP 63.5 million or 7.2% have been earmarked for consulting services. 
All mentioned budgets include already price contingencies of around 5%. Physical 
contingencies have been calculated with PHP 30.5 million or 3.6% (assuming that the 
disbursement of loan/grant packages will automatically stop when the budget line is 
exhausted). A summary of project cost and funding is shown in Table 1. There shall be 
some degree of flexibility for the implementers on the cost allocation, however, 
especially for the investive measures. 
 
Table 1: Program Cost Summary 
 

Description Total Cost
% of   

Total

Maximum German 

FC 
1)

PHP Euro in % PHP Euro in % Total Euro

1 Investive measures 682,500,000 10,500,000 77.3% 20.0% 136,500,000 2,100,000 80% 8,400,000

1.1 Afforestation / rehabilitation 136,500,000 2,100,000 15.5% 20.0% 27,300,000 420,000 80.0% 1,680,000

1.2 Livelihood improvement 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

1.3 Rural infrastructure 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

2 Vehicles 14,600,000 224,615 1.7% 0.0% 0 0 100.0% 224,615

3 Equipment and materials 5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

3.1 Office, training, extension, sat images5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

4 Program management/operation 61,782,014 950,493 7.0% 73.3% 45,290,000 696,769 26.7% 253,723

4.1 DENR maintenance & operation 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

4.2 DENR technical personnel 28,700,000 441,538 3.3% 100.0% 28,700,000 441,538 0.0% 0

4.3 LBP grant mgnt. fee 6% 
2)

13,132,014 202,031 1.5% 0.0% 0 0 100.0% 202,031

4.4 LGUS 5,250,000 80,769 0.6% 100.0% 5,250,000 80,769 0.0% 0

4.5 M&E (baseline, progress, impact) 4,200,000 64,615 0.5% 20.0% 840,000 12,923 80.0% 51,692

5 Training and extension 24,630,000 378,923 2.8% 42.6% 10,500,000 161,538 57.4% 217,385

5.1 PO capacity build., AWP, RUP 7,000,000 107,692 0.8% 0.0% 0 0 100.0% 107,692

5.2 Training for DENR, LGUs, NGO 1,500,000 23,077 0.2% 0.0% 0 0 100.0% 23,077

5.3 On-site demonstrations 5,000,000 76,923 0.6% 0.0% 0 0 100.0% 76,923

5.4 Extension of DENR/LGU to benef. 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

5.5 Study tours 630,000 9,692 0.1% 0.0% 0 0 100.0% 9,692

6 Consultancy 63,540,000 977,538 7.2% 0.0% 0 0 100.0% 977,538

Sub-total 852,252,014 13,111,569 96.5% 22.7% 193,330,000 2,974,308 77.3% 10,137,262

7 Contingencies 30,537,866 469,813 3.5% 22.8% 6,959,880 107,075 362,738

TOTAL 882,789,880 13,581,383 100.0% 22.7% 200,289,880 3,081,383 77.3% 10,500,000

Exchange rate: Peso/Euro        = 65

Philippine Public 

Contribution

 
 
Financing. Based on this estimate, the overall cost to be financed from the German FC 
and Philippine Government contributions is estimated at PHP 882.79 million 
(equivalent to Euro 13.58 million). EUR 3 million (PHP 195.0 million) shall be provided 
by KfW as a grant, EUR 4 million (PHP 260 million) as a loan. An additional EUR 1.5 
million grant (PHP 97.5 million) and EUR 2 million loan (PHP 130 million) shall come 
from interest differential funds (IDF). Cash counterpart contribution from LGUs and 
DENR are supposed to add another PHP 200.3 million (EUR 3.1 million). Provisionally 
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the costs have been allocated as 77.3% KfW and 22.7% Government but these will be 
adjusted during finalization of program costs as will the use of IDF funds.  
 
The DOF will pass on all German FC funds (grant and loan portion) to the LBP. The 
LBP Lending Centers will on-lend packages of 2/3 loan funds and 1/3 grant funds to 
eligible and interested LGUs, POs and NGOs. Grant funds for capacity building shall 
be released to the two DENR PMOs and to participating LGUs, by LBP at a 
management fee. It is understood that the borrowers will be responsible for repayment 
of the loan portions. All grant subsidies do not have to be paid back. The Philippine 
side will be responsible to secure the full financing of all counterpart contributions in 
time. Table 2 shows the proposed financial contributions, by source. 
 
Table 2: Program Funding Contributions, by Source 
 

Sources of Finance Amount 

(EUR million) 

Amount 

(PHP million) 

Share in % 

Philippine public financial contribution 

(DENR funds and LGU funds and equity 

 3.1  200.3  22.7% 

German FC grant  4.5  292.5  33.1% 

  German FC grant (originally for R 6)  3.0  195.0  22.1% 

  German FC grant (IDF, proposed)  1.5  97.5  11.0% 

German FC loan  6.0  390.0  44.2% 

  German FC loan (originally for R 6)  4.0  260.0  29.5% 

  German FC loan (IDF, proposed)  2.0  130.0  14.7% 

Total planned funding cost estimate  13.6  882.8  100.0% 

 
 
6 Implications of Suggested Loan / Grant Mix and Possible Alternatives 

 
According to the TOR the FS assumed a German FC of around 40% grant and 60% 
loan. Since capacity building has to be 100% grant financed, for investive measures a 
financial mix of 1/3 grant and 2/3 loan will be available. A program predominantly 
financed through commercial loans at market rates may not achieve the intended 
objectives sustainable management of forest resources and poverty reduction, 
however. Necessarily the program will shift from Community Based Forest 
Management (only 20% of investment funds for forestry) and PO support to a more 
general LGU loan program.  
 

The WB Community Based Resource Management Program chose an average mixture 
of 2/3 grant and 1/3 loan funds and was able to allocate a minimum of 55% of the LGU 
sub-project budget to natural resource management. The CBFMMP should offer a 
similar grant/loan mix if it is still the main objective to support forest and mangrove 
management. The optimal solution would be that KfW increased the grant portion or 
the GOP absorbed part of the loan. The less preferred (but also feasible) option would 
be that parts of the loan will be transferred to the KfW/LBP LGU loan program for the 
Visayas, so the grant portion for the CBFMMP and thus its forestry and poverty focus 
will increase. Another option worthwhile to explore is that the GOP (DOF, DENR) will 
absorb parts of the loan and pass on the funds to POs for forest rehabilitation in form of 
a grant. 
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7 Program Impacts, Risks and Recommendations 
 
7.1 Program Impacts 
 

It is assumed that around 50 POs with 4,000 households will directly benefit from 
program support through material and labor subsidies for forest rehabilitation. In 
addition, livelihood development and infrastructure improvement may benefit another 
3,000 households. A high degree of target group participation has been foreseen in 
planning and implementation of program measures. The strengthening and capacity 
building of POs with CBFMA will be one of the main socio-economic benefits and will 
have a great impact on the CBFM program in Panay and Negros 
 

Of the three types of investment, the major impact on farm-level poverty alleviation is 
likely to come from the livelihood improvement interventions since these support 
activities with a direct and relatively short-term impact on poverty alleviation. The 
forestry and mangrove management activities will eventually improve household 
incomes but their impact in early years will be minimal and related largely to the 
subsidies that are proposed to be finance under the project. Similarly for rural 
infrastructure, the income generating impact from rural roads and water supply systems 
are likely to be indirect impacts since they will release household labor for use on more 
productive activities. Only in the case of community-based irrigation systems is there 
expected to be a significant impact on poverty alleviation. 
 
The ecological impacts of forest rehabilitation and improved upland agriculture on 
watersheds will be very positive, especially on soil erosion, soil properties, peak flood 
levels, dry season flow and water quantity. 
 
Under the program no new organization structures shall be created. All activities shall 
be carried out by existing offices of DENR, LBP and LGUs. The POs shall be 
strengthened to manage their CBFM without much outside help and to become eligible 
to access loan funds.  
 
 
7.2 Risks 
 
Project complexity and institutional risk. The proposed approach of funding a forest 
rehabilitation project through a package of loan and grant funds and channeling these 
funds through the LBP is new in the Philippines. The functioning of the new approach, 
integrating the DENR, LBP, LGUs, POs and other relevant government agencies/ 
NGOs will need strong political will and commitment, apart from careful planning and 
coordination of activities at political, administrative and technical levels.  
 
Policy framework for CBFM. One critical assumption is that DENR policies will further 

support community based forest and mangrove management. The recent cancellation 
of CBFMAs (42 in the program provinces, often without any prior site check) and the 
logging moratorium also prohibiting thinning and harvesting in plantations has deeply 
discouraged POs and farmers to engage in CBFM. Before the program can 
successfully start, all cancellation orders shall be reviewed and eligible CBFMAs shall 
be reinstated, and the logging moratorium shall be lifted for plantations.  
 

Loan absorption capacity. Loan and grant funds have to flow together. So the critical 
assumption is that enough eligible borrowers for the loan component can be found to 
provide the necessary grant incentives to POs/farmers. Assuming that 50 POs may 
participate in the program and an average loan amount of PHP 500,000 per PO, the 
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overall absorption capacity is estimated at PHP 25 million or EUR 385,000 (less than 
10% of the offered loan volume). So they can only access up to 10% of the grant, 
unless the corresponding LGUs avails of the financial package. 
 
 
7.3 Issues for Further Discussion during Program Appraisal Mission 

 
Recent developments re. policy framework for CBFM. As outlined above the CBFMMP 
depends on a favorable policy framework. During the appraisal mission the latest 
developments may be assessed, especially (i) the review and reinstatement of 
cancelled CBFMAs, (ii) the lifting of the logging moratorium for plantations and (iii) the 
processing of new applications for CBFMA. These 3 milestones are considered vital for 
program implementation. 
 
Use of Interest Differential Funds. As understood by KfW, an amount of EUR 3.5 
million Interest Differential Funds (IDF) may be available for program implementation in 
Negros Oriental, in addition to the EUR 7 million for Region 6 (Panay island and 
Negros Occidental). The DOF is supposed to provide the IDF in the form of 40% grant 
and 60% loan. According to discussions with the DOF, however, the IDF funds can 
only be used as a loan and are meant to augment own funds. KfW, DOF and NEDA 
are kindly requested to explore possibilities to access IDF funds for the CBFMMP, 
preferably (at least partly) as grant. 
 
Partial loan absorption by GOP. As understood it would basically be an option for the 
CBFMMP that GOP (DOF or DENR) absorbs parts of the loan and passes the funds on 
to POs in the form of a grant. Since it would greatly improve the chances to achieve the 
program objectives environmental improvement and poverty reduction, this may be an 
issue for further discussions. 
 
DENR counterpart funds. For grant financed projects the DENR is only entitled to use 
regular funds. Since the loan is handled by the LBP, the DENR cannot avail of 
additional counterpart funds for the program, but has to rely on regular funds. The 
issue of sufficient and timely Philippine counterpart (including the assumed 20% LGU 
equity for investments) funds should be further discussed during the project appraisal. 
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1 INTRODUCTION 
 

In response to a request from the Republic of the Philippines for German assistance to 
the Community Based Forest and Mangrove Management Project (suggested to be 
renamed Program) in Panay and Negros, a team of consultants carried out a feasibility 

study (FS) from 31 March to 16 June 2006. The FS was divided into an inception 
phase 31 March to 21 April and an implementation phase 02 May to 16 June. The 
consultants’ recommendations as reflected in this FS report are based on the DENR 
project proposal from November 2005, the tender documents, the information received 
during briefings with KfW, DENR and LBP and extensive field visits, information review, 
interviews and discussions with all major stakeholders. 
 
The FS team comprised 3 international consultants and 8 national consultants.1 The 
mission undertook extensive fieldwork from 06-19 April and 03-31 May in all proposed 
program provinces, i.e. in Aklan, Antique, Capiz, Iloilo (all in Panay) and Negros 
Occidental and Oriental. Due to the complex structure of the proposed program, 
special emphasis was given to discussions of implementation and financing 
arrangements with DENR, LBP, LGU and PO personnel at all levels. Interim findings 
were presented and discussed in the inception report (submitted 21 April) and the 
inception meeting 09 May. The team conducted a two-day planning workshop in Iloilo 
on 25/26 May with 50 participants, including representatives from LGUs, POs, NGOs, 
GTZ, CIM and DED. They provided valuable suggestions and feed-back and 
elaborated the details of the overall program and the logical framework. In a final 
workshop in Manila on 15 June 2006, the findings and proposals of the FS team were 
presented to decision makers from DENR, LBP, NEDA and DILG and documented in a 
MoU. The de-briefing for KfW in Frankfurt took place on 06 July. 
 
The consultant team wishes to express its sincere appreciation for the contributions 
and assistance of all stakeholders at the central, provincial, municipality and village 
level in ensuring the smooth operation and success of the feasibility study. 
 
 
2 GENERAL FORESTRY/NATURAL RESOURCE SITUATION OF THE 

PROGRAM PROVINCES 
 
2.1 Location of the Program Area 

 
Originally the DENR has submitted a proposal for a Community Based Forest and 
Mangrove Management Project in Panay and Negros Occidental. The spatial coverage 
of project interventions included the provinces Aklan, Antique, Capiz, Iloilo (all within 
Panay), and Negros Occidental. All 5 provinces are located in Region 6 Western 
Visayas. The DENR proposal included the following project components: watershed 
rehabilitation, mangrove rehabilitation, purchase of equipment, and program 
management. All components were originally meant to be grant financed. DENR and 
LGUs have already pre-selected 11 project sites with a total area of 17,660 ha. Five 
sites are suggested for mangrove rehabilitation (2,690 ha) and 6 sites for watershed 
rehabilitation (14,970 ha).  
 

                                                
1
  International consultants were the Team Leader/CBFM Program Specialist, Upland Agriculture 

Specialist and Economic/Financial Analyst. National consultants were a CBFM Specialist, Institutional 
Development Specialist, Mangrove Rehabilitation Specialist, Socio-economist/Gender Specialist, Rural 
Infrastructure Specialist, Micro-finance Specialist, Logframe Moderator and a Resource Person from the 
KfW/GTZ Quirino Project. The team was permanently accompanied by the SUSTEC Vice President as 
Backstopping Specialist. 
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During the Philippine-German Government Negotiations in 2005, the Governor of 
Negros Oriental (Region 7 Central Visayas) proposed to include also Negros Oriental in 
the planned program. The additional project measures should be financed through IDF 
funds. As stated in the consultant’s TOR, the FS team included Negros Oriental in the 
feasibility study and the proposed program. As directed by KfW and DENR, the 
consultant designed one program for the 6 provinces Aklan, Antique, Capiz, Iloilo, 
Negros Occidental and Negros Oriental following one approach and suggesting the 
same set of interventions. The FS team concluded that Negros Oriental should be 
included in the program  
 
It has been understood by DENR, LGUs and POs that pre-selection of sites at this 
stage can only be tentative. The final site selection shall be carried out during program 
implementation in a participatory bottom-up planning process, based on forest 
rehabilitation models and selection criteria developed by the FS. That means additional 
sites can be included and there is no guarantee that all pre-selected sites will be 
eligible for program support. 
 
 
2.2 Physical Features of the Program Provinces 
 
2.2.1 Topography of the Provinces 

 
The proposed program covers the islands Panay and Negros in the Western and 
Central Visayas (Figure 1). Panay has a total land area of approximately 11,700 km2, 
Negros of 13,300 km2. Roughly 2/3 of the area are plains and rolling hills and 1/3 steep 
hills and mountains. The highest elevations are Mt. Nangtud in Panay (2,049 m) and 
Mt. Canlaon in Negros (2,465 m).  
 
Topography. Around 50% of Aklan are wide plains or rolling hills with gentle slopes, 

devoted to the production of rice and other agricultural crops. The other 50% consists 
of steep hills and mountains with patches of natural forest. Over 80% of Antique is 

dominated by hills and mountains with slopes above 30%. The narrow coastal and the 
interior plains account for the remaining land area. Capiz is characterized by plains, 

gently rolling hills and extensive swamps and marshes along the coast. Steep 
mountains account only for 10% (along the Antique-Capiz border to the west). Over 
30% of Iloilo are flat plains used mainly for rice cultivation, about 40% gentle hills and 

20% mountains (towards the provinces of Antique and Capiz). The northern and 
western parts of Negros Occidental are largely level plains and gently rolling slopes 

separated from the eastern sea coast and neighboring Negros Oriental by mountain 
ranges with volcanic peaks ranging in elevation from 1,532 m to 2,467m. Negros 
Oriental is characterized by low serrated mountain ranges which are mostly close to 
the shoreline. Volcanic peaks, hills and occasional plateaus occur in the interior.  
 
Soils. Except some small areas of volcanic soils in Negros, upland soils developed 
under humid tropical conditions from acid sedimentary rocks tend to be inherently 
infertile. As well as being acid, upland soils can be expected to be deficient in 
phosphorus, potassium, calcium and magnesium. Organic matter content and soil CEC 
are generally low. Aluminum and manganese levels can be toxic to plants, and have a 
high rate of P fixation. The main physical constraints are low available water holding 
capacity, and susceptibility of these soils to erosion, exacerbated by the very steep 
slopes in the uplands. Upland soils, although marginal for growing annual crops under 
traditional agricultural systems, can still be suitable for tree crops, provided the soils 
are over 50 cm deep, and the slopes are below 50%. 
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2.2.2 Climate 

 
Climate type. The climate in Panay and Negros is tropical and characterized by 

relatively high temperature (mean annual temperature 26C with little variation), high 
humidity, and abundant rainfall. Two distinct climate types can be identified (Philippine 
climate type 1 and 3), depending on rainfall distribution due to the direction of the 
moisture-bearing winds and the location of mountain ranges (see Table 2-1).  
 
Table 2-1: Occurrence of Climate Types by Province 

 

Climate Type 1 (red): pronounced dry season Dec-
May, wet Jun-Nov, growing season for annual crops 
210-270 days/year, good for mango, soil water 
conservation needed (mulching) 
Southern part of Antique, Iloilo, Negros Occidental 
and Negros Oriental 
 
Climate Type 3 (green): shorter dry season of 1-3 
months Jan-March, longer growing season for annual 
crops to 270-320 days, on slopes erosion control  
Aklan, Capiz, northern part of Antique and Iloilo, 
central and northern part of Negros Occidental and 
Oriental 

 
Rainfall data. Annual rainfalls vary from 1,165 mm in Dumaguete (southern Negros 

Oriental), 2,000 mm in Iloilo and Capiz, to 2,903 mm in Aklan. In Negros Oriental 
rainfalls fluctuated between 2,400 mm and 770 mm in a five-year period. A monthly 
overview of rainfall data is shown in Table 2-2. 
 
Table 2-2: Rainfall Data for Dumaguete/Negros Oriental (Type 1) and Roxas/Capiz 
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2.2.3 Consequences for Landuse 
 
A hot, humid tropical climate poses some of the most troublesome problems for tropical 
agriculture. Although permanent arable cultivation in a humid environment can be 
economically successful on soils of alluvial and volcanic origin, on other soil types, it 
runs into a number of problems: 

Panay 

Negros 
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 Physical constraints include steep slopes; inherently low infertile fragile soils subject 
prone to severe land degradation with a dramatic reduction in soil depths from 
erosion. Iloilo and Capiz are estimated to have 63% respectively 55% of their total 
area eroded. 

 The poor water-retention capacity of most upland soils means a few days of 
moisture stress can reduce yields of annual crops, even during the rainy season.  

 Intense rainstorms wash out nutrients and cause severe soil erosion unless the 
rainfall is broken up by a plant canopy or surface mulch. 

 High soil temperatures inhibit the accumulation of organic matter, complicating the 
replacement of nutrients.  

 Weed control is particularly serious under permanent cultivation systems. The 
noxious cogon grass, (Imperata cylindrica), is particularly difficult to eradicate using 
traditional techniques making land preparation expensive.  

 High rates of fertilizer applications are needed to be effective. 
 
The acceptable rate of annual soil loss from areas smaller than 1 ha, in mountainous 
terrain with high rainfall, is estimated as 25 tons/ha. Reported soil losses of 400 t/ha/yr 
under arable farming on steep hills are clearly unsustainable and show the fragility of 
the uplands. Field visits and discussions with farmers indicate erosion has reduced soil 
depths to less than 60 cm, with dramatic decreases in yields. Soils will soon become 
too shallow to support any crops within a few years under current rates of erosion.  
 
Faced with these problems, the simplest option for an upland farmer without any fallow 
land to use is to encroach into forested land. The more difficult but sustainable option 
to be promoted by the program is to shift from annual cropping on steep slopes to 
perennial tree cropping. 
 
Most water resources in Panay are limited in terms of quality and quantity. Coastal 
areas are prone to saltwater intrusion. Water sources are limited to shallow wells or 
dug wells. This is true in Zarraga, Barotac Nuevo, Dumangas, Banate, Concepcion, 
Estancia and Balasan. This is the reason why Metro Iloilo Water District tapped a 
surface water source 35 km inland. The denudation of the watershed areas has 
contributed to the deterioration of the quality of surface water. In coastal areas, the 
destruction of the forest cover in the watersheds and the massive pumping of 
groundwater for fishponds and prawn farms has caused the intrusion of saltwater. 
 
 
2.2.4 Landuse and Vegetation Cover in the Project Provinces 

 
The total land area of the 6 project provinces is 2.47 million ha (Table 2-3). Around 
896,570 ha or 36% are classified as (public) legal forest land, 1.574 million ha or 64% 
are classified as (private) A&D land. Out of the classified forest land, according to 
recent DENR statistics only 271,000 ha or 30% are actually covered with trees. 
Another 28,000 ha of forests stock on private land. So the overall forest cover is close 
to 12% of the total area. Remaining natural forests (mainly dipterocarp forest and 
mossy forest) cover 234,000 ha. Mangroves stock on 7,860 ha (55% on forest land, 
45% on A&D land). Most mangroves have already been converted into fish and shrimp 
ponds, covering now over 70,000 ha in Panay and Negros (especially in Capiz, Iloilo 
and Negros Occidental). Forest plantations account for 57,000 ha, including 2,160 ha 
on private land (this figure is too low, other DENR statistics suggest 14,400 ha of 
private plantations, a figure considered credible by the consultant). Large areas of 
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former forest (729,000 ha) have been degraded to “other wooded lands” (mainly shrubs 
and wooded grassland). Grass land formations (mainly degraded cogon grass land) 
and barren land occur on 185,000 ha. Cultivated land covers 1.16 million ha or almost 
47%, including 100,000 ha cultivation on legal forest land. Annual crops account for 
856,000 ha, perennial crops for 302,000 ha.  
 
Table 2-3: Landuse and Vegetation Cover in the Project Provinces  

Landuse Cover (ha) Province 

 Aklan Antique Capiz Iloilo Neg. Occ Neg. Or. Total 

Total land area 181,789 252,201 263,317 471,940 792,607 508,373 2,470,227 

A & D land 106,795 133,566 169,547 357,857 540,386 265,506 1,573,657 

  Natural forest 0 11,092 1,510 1,510 4,315 3,851 22,278 

  Mangrove forest 77 69 0 880 725 1,811 3,562 

  Forest plantations 0 0 92 0 164 1,904 2,160 

  Other wooded land 4,022 69,695 30,421 77,537 28,823 130,791 341,289 

  Grassland, barren 3,240 2,645 840 14,150 1,335 63,491 85,701 

  Cultivated land 92,416 47,630 128,194 248,564 480,560 59,436 1,056,800 

    Annual cropping 19,480 41,515 103,776 159,408 452,426 16,387 792,992 

    Perennial cropping 72,936 6,115 24,418 89,156 28,134 43,049 263,808 

  Fishponds 4,890 240 8,264 7,796 12,115 1,372 34,677 

  Built-up areas 1,315 1,529 224 6,350 8,730 3,011 21,159 

  Inland water bodies 835 667 2 1,070 3,619 285 6,478 

Forest land 74,994 118,635 93,770 114,083 252,221 242,867 896,570 

  Forest  48,177 60,862 28,606 38,800 63,654 30,910 271,009 

    Natural forest 45,290 48,084 24,549 27,497 45,973 20,295 211,688 

    Mangrove forest 347 425 862 650 1,590 424 4,298 

    Forest plantation 2,540 12,353 3,195 10,653 16,090 10,191 55,022 

  Other wooded land 16,528 53,566 35,376 38,974 102,184 140,659 387,287 

  Grassland, barren 1,430 3,812 250 9,944 26,904 57,508 99,848 

  Cultivated for. land  4,159 150 15,448 18,546 49,942 12,477 100,722 

    Annual crop 2,458 25 8,969 4,116 38,279 8,869 62,716 

    Perennial crop 1,701 125 6,479 14,430 11,663 3,608 38,006 

  Fishpond 4,310 107 13,960 7,819 8,890 1,180 36,266 

  Built-up areas 170  129  10 117 426 

  Inland water 220 140   638 16 1,014 

Source: 2003/2005 Validated Landuse and Vegetative Cover Maps and Summary Statistics provided by 
the LEP, DENR as validated and submitted for the Forestry Master Plan 

 
 
2.3 Forest Resources Management in the Project Area 
 
2.3.1 Forest Resources 

 
Natural forests. Like everywhere in the Philippines, also in Panay and especially 
Negros natural forest were depleted in the last decades. Most forests are degraded 
and the standing volume is rather low (average below 100 m3/ha). The remaining 
natural forests are now all officially protected, no logging is allowed. At present, 
however, there is practically no management scheme in place, outside of declared 
protected areas. As of 2003, there were 9 watershed forest reserves in Region 6 with a 



- 6 -  

 

land area of 131,777 ha and 2 national parks with together 23,505 ha. Also Negros 
Oriental has several protected areas, e.g. the Twin Lakes National Park near 
Dumaguete. The total of 155,282 ha in Region 6 is significantly less than the forest 
reservation area in 1977 with 267,500 ha. This rapid depletion of forest reserves during 
the last 3 decades is accompanied by an equally rapid loss in biodiversity. Exact losses 
in species diversity are not known, but are expected to be substantial. The major timber 
producing dipterocarps (shorea, parashorea, dipterocarpus) and narra have practically 
disappeared from most parts of the region. Species loss in terms of vines, shrubs, 
herbaceous plants and especially animals could be staggering, considering that many 
of these species depend on natural forests. The contract reforestation during the 90s 
restored large forest areas, but mainly monocultures of exotic tree species like gmelina, 
acacia mangium and mahogany. So the conservation (and hopefully restoration) of 
biodiversity in the project provinces shall be one aspect of the project measures. 
 
There is still a utilization pressure on the remaining natural forests, also fueled by the 
shortage of legally cut timber. Due to the inaccessibility of most remaining forests, the 
issuance of tenurial rights and the resulting better protection by local communities (e.g. 
through own Bantay Gubat or forest guards in the Mau-it watershed, Antique), the 

forest area did not decline substantially in the last 10 years. 
 
Forest plantations. To restore the forest cover, DENR carried out a massive 

reforestation campaign in the last 15 years, supported by international donors. The 
common approach was contract reforestation. According to DENR summary statistics 
(Table 2-3), in the project provinces around 57,000 ha of plantations have been 
established since 1990. Latest figures provided by the DENR Offices Region 6 and 7 
indicate that as of May 2006 around 27,000 ha of plantations stock in CBFMAs and 
additional 14,000 ha on private land. The total area of together 41,000 ha is considered 
to be realistic and shall be used as basis for the FS. The best plantations were found 
on private land and individual ISF plots. The DENR noticed the better maintenance of 
privately owned plantations and awarded CBFMAs to most POs previously engaged in 
contract reforestation. In most plantations, however, hardly any thinning ha been 
carried out and many stands have still the original number of often more than 2,500 
trees per ha (ERDB investigations showed up to 5,000 trees per ha). Despite this 
former afforestation campaign, there are still large areas in need of reforestation, 
including critical watersheds and unproductive wasteland (large parts of the 900,000 ha 
shrubs and grassland are potential afforestation sites). 
 
Non-timber forest products. Most NTFPs like rattan, vines, orchids and palms, are co-

existent with the natural forest and consequently, their availability has dwindled with the 
natural forest. Nito vine, a preferred material, for basketry and other handicraft, is still 

found in the forested provinces of Aklan and Antique, but has practically disappeared 
elsewhere in the region. Natural groves of bamboo still grow in abundance in the 
Maasin Watershed in Iloilo province, although it is traditionally grown in private lands 
along waterways. Some rattan is inter-planted in existing mahogany plantations (e.g. in 
Tabun-acan, Pilar, Capiz).  
 
 
2.3.2 Forest Management 

 
DENR issues 4 types of tenurial instruments on forest land to qualified participants 
granting them usufruct rights under the CBFMA program. These include (i) Community 
Based Forest Management Agreement (CBFMA) which has a duration of 25 years and 
is renewable for another 25 years to participating POs, (ii) the Certificate of 
Stewardship Contract (CSC) of the Integrated Social Forestry Program (ISFP) which 
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has the same tenure as CBFMA but for individual families occupying or tilling forest 
land, (iii) the Certificate of Ancestral Domain Claim (CADC) for communities of 
indigenous people, and (iv) the Certificate of Ancestral Land Title (CALT), similar as 
CADC but a legal communal land title. The tenurial instruments include both man-made 
and natural forest. 
 
Within the last 10 years, 147 CBFMAs have been awarded to POs in the 6 program 
provinces. They often include former contract reforestation areas planted under Loan I 
(ADB/OECF) and Loan II (FSP). The established POs received support through WB or 
ADB-assisted projects in community organizing, capacity building and management 
plan preparation during the initial phase. After awarding the CBFMA, most of them 
were left alone, however, and received only sporadic support by DENR (some 
seedlings and visits of extension staff a few times per year). Unless the existing 
CBFMA become a success story and provide positive examples for other interested 
POs, CBFM looses its attraction to communities. The proposed CBFMMP shall 
therefore support POs with existing CBFMA and individual households with CSC to 
manage their forests properly and gain tangible benefits. Table 2-4 illustrates the status 
of CBFMAs in the program provinces and shall assess the potential for cooperation.  
 
Table 2-4: Number and Status of CBFMAs and Private Forest Plantations in the 

Proposed Program Provinces (DENR, as of 03 March 2006) 

 

Province Number of 
CBFMA 

Total area 
(ha) 

Planted 
area 

Cancelled / 
cancellation 

order 2) 

Private 
plantations 

(ha) 

Region 6 1)  89  40,591  10,690  16  4,383 

Aklan  23  5,816  2,363  4  407 

Antique  15  3,746  1,096  4  210 

Capiz  9  2,064  765  1  1,166 

Iloilo  20  9,022  4,302  3  330 

Negros Occ.  22  19,943  2,164  4  2,270 

Region 7 1)  58  24,008  16,000  26  10,000 

Negros Or.  58  24,008  16,000  26  10,000 

Total  147  64,599  26,690  42  14,383 
Source: DENR Regional Offices 6 and 7 
1)

 only program provinces 
2)

 review almost finished as of September 2006, see 3.1.1 

 
According to Table 2-4, close to 140 POs with CBFMA can be expected as potential 
program partners (provided most of the cancelled CBFMAs will be reinstated). This is a 
sufficiently large number for selecting eligible POs for program participation.  
 
The average number of participants per PO is 109, between 17 (HAFFDA, Buruanga, 
Aklan) and 1,437 (KAPAWA, Maasin, Antique). That means the total number of PO 
members (potential project beneficiaries) reaches around 12,000 households (multiple 
membership within one household is possible). Generally between 10% and 30% of all 
village households are members of a PO, normally the former contract reforestation 
beneficiaries, raising some equity concern.  
 
According to Table 2-4, over 26,000 ha of tree plantations have already been 
established on CBFMAs in Panay and Negros (information from DENR Regional 
Offices). Together with another 14,000 ha of private tree plantings, the overall man-
made forest area in the 6 program provinces reaches 41,000 ha. Negros Oriental alone 
covers about 26,000 ha or 2/3 of all forest plantations in the program area. This 
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underlines the importance to include this province in the program. The most common 
species are gmelina, mahogany and acacia mangium (esp. in Negros Oriental). Many 
plantations are already 10 to 15 years old and need thinning respectively can already 
be harvested. Assuming an average annual bole volume increment of 9 m3/ha (rapid 
inventories by the consultant) and 80% harvesting efficiency, on 41,000 ha around 
295,000 m3 could be sustainably harvested per year. At a log price of PHP 3,000 per 
m3 the tree farmers in Panay and Negros could earn as much as 885 million Peso 
(gross income) annually. 
 
Due to the DENR logging ban also in plantations, however, farmers have difficulties to 
cut and sell trees, even if they have planted them. This has led to widespread 
frustration of tree farmers and little interest to engage in further forest tree planting. 
They rather prefer fruit trees. The FMB has requested the lifting of the logging ban in 

plantations (expected to be lifted by the DENR Secretary within 2006). After this 
condition has been fulfilled, the program shall focus on management and sustainable 
utilization of existing plantations, creating tangible benefits for tree farmers. Only then 
the program shall propagate the establishment of new forest plantations.  
 
ISF/CSC. Around 27,000 CSCs covering 68,000 ha of forest land have been allocated 

to individual households in Panay and Negros for 25 years, renewable for another 25 
years. The average area per household is 2.5 ha (see Table 2-5). The greater part of 
the lot is used for food crops, but usually 0.5 ha is planted to forest trees. The ISF sites 
have partly been integrated into CBFMAs, the households maintained their individual 
rights. Due to their individual ownership and combination of both food crops and 
agroforestry crops the ISF sites shall also be integrated into the program. Besides, 
most ISF sites have been devolved to the LGUs and are jointly supported by DENR 
and LGUs. 
 
Table 2-5: Number and Area of ISF Sites in Panay and Negros 

Province Number 
Sites 

Devolved 
to LGUs 

Number 
CSC 

Total area 
(ha) 

Average 
Size (ha) 

Aklan  44  39  2,229  4,260  1.9 

Antique  98  96  3,939  10,900  2.8 

Capiz  59  51  2,717  8,107  3.0 

Iloilo  149  141  2,988  4,590  1.5 

Negros Occidental  100  98  8,778  25,790  2.9 

Negros Oriental      6,739  14,720  2.2 

Total      27,390  68,367  2.5 
Source: DENR Regional Offices Region 6 and 7 

 
Tenure in protected areas. For forest reserves and other protected areas, local 
communities can obtain a Protected Area Community Based Resource Management 
Agreement (PACBRMA) from DENR. This instrument is issued to POs for 25 years, 
renewable for another 25 years. Several POs in northern Negros Oriental are applying 
for a PACBRMA, but none has been issued yet. At present there are 10 CBFMAs and 
30 ISF sites with 3,457 CSCs in the buffer zone of North Negros Natural Park. Hence, 
there is still need to harmonize provisions of the National Integrated Protected Area 
System (NIPAS) vis-à-vis the existing tenures under CBFM and CSC under ISFP. The 
protected area system NIPAS has stricter zoning (protection, buffer, multiple use) and 
is stricter on utilization aspects than the CBFM/ISF program. The community based 
protected area management is implemented by the PAMB through the Protected Area 
Superintendent and in coordination with the concerned CENROs. It requires also a 
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protected area management plan. Agroforestry activities are allowed, also rattan 
growing and gathering, but no cutting of trees. 
 
Timber volume increment. According to ERDB records (research bureau of the DENR), 
the average volume increment for gmelina should be 20-25 m3/ha per year (above 
bark). ADB studies in the Philippines indicate similar volume increments for plantation 
species: gmelina 20-25 m3/ha, acacia mangium 20-40 m3/ha, mahogany 10-20 m3/ha. 
The suggested rotation period for sawn timber is 15 to 20 years, for mahogany 20-40 
years. The actual increment can be much lower, however, especially for afforestations 
on degraded cogon grassland. Records from DENR Region 6 on the actual harvest 
from private plantations indicate only an increment of 5 m3/ha. The consultant, 
therefore, carried out rapid inventories in 4 mahogany plantations with known age. The 
average volume increment was calculated at 11 m3/ha bole volume above bark, that 
means around 9 m3/ha bole volume inside bark (basis for harvest calculation). Records 
from the former RP-German Dipterocarp Forest Management Project and the TSI 
Project indicate a similar increment for fast and medium fast growing dipterocarps 
(white lauaan, bagtikan, mayapis, almon), so for afforestation with these indigenous 
species the same increment like mahogany can be assumed. 
 
Seed and seedling supply, nursery operation. Most forest nurseries in Panay and 
Negros are operated by the DENR. As of 2005, the DENR in Region 6 was operating 4 
nurseries in Aklan, 2 in Antique, 1 in Capiz, 4 nurseries in Iloilo and 2 nurseries in 
Negros Occidental. Some LGUs operate their own nurseries, such as the municipalities 
of Cadiz City (Negros Occidental) and Bayawan (Negros Oriental). Also many POs and 
private households run seasonal backyard nurseries upon demand. The total capacity 
for all nurseries is 1.2 million seedlings, good to plant around 1,000 ha/year. Seeds are 
locally sourced or centrally procured. There are no certified seed stands in the 
Philippines, certified seeds have to be procured from abroad, notably from Australia, 
Malaysia, and Indonesia. Seedlings raised in these nurseries are mainly exotic species 
(mahogany, gmelina, acacia mangium), but also indigenous species such as 
dipterocarps, narra, rain tree, pagsahingin, calumpit, talisai, agoho, palosanto, 
carabdab, bas-an, and magabatan have been found. In deed many farmers interviewed 
prefer indigenous species nowadays. Fruit bearing tree seedlings are jackfruit, antipolo, 
anubing, atis, chico, and marang. Available stock at the time under report was only 
50,000 seedlings for all nurseries (good for 45 ha), indicating the presently reduced 
priority given to reforestation.  
 
 
2.3.3 Wood Production and Processing 

 
Log production and processing industry. The total log production in 2005 for the 6 
project provinces was 25,970 m³ (DENR 2006, preliminary figures), where Aklan  
produced 4,723 m³; Antique 1,419 m³; Capiz 3,246 m³; Iloilo 1,534 m³, Negros 
Occidental 3,043 m3 and Negros Oriental 12,005 m³. This amount does not even 
correspond to 5 percent of the log supply 20 years ago. The logging ban and 
suspension of timber cutting in the region had led to the rapid demise of the log 
processing industry. Once vaunted as the lumber producer of the Visayas, Region 6 
today can only boast of 5 processing plants, one new and another suspended pending 
clearance from the DENR. There is a mini sawmill in Castellana, Negros Occidental, 
two (2) wood chipping plants, one each in the cities of Victorias and Sagay, Negros 
Occidental, a specialized sawmill for manufacturing fish boxes in Pontevedra, Capiz 
(which is under suspension), and a newly-built plywood plant in Dumalag, Capiz. All 
plants are utilizing only privately grown timber. The mini sawmill uses mostly gmelina 
logs produced from private lands. The chippers use an assortment of species and a 
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variety of sizes and dimensions. The new plywood mill uses falcata logs from Butuan 
City as well as locally grown private mahogany and gmelina logs. As of March 2006, 
the DENR Region 6 office has accredited a total of 147 lumber dealers. These dealers 
trade mostly locally produced lumber from private plantations as well as imported 
lumber.  
 
Lifting the logging ban for plantations and the controlled management and utilization of 
plantations (calculation and monitoring of AAC) would greatly increase investments in 

the ailing timber industry and improve income opportunities from wood processing, on 
a sustainable basis.  
 
As pointed out in Annex 4.5, the estimated production from the presently established 
41,000 ha of forest plantations may reach around 295,000 m3/year. Based on the 
estimated present population of 7.8 million for the six provinces and an estimated 
annual wood consumption of about 0.2 m³ / person / year (including firewood), the 
annual wood demand is in the range of 1.5 million m³. That means there is a strong 
need for additional plantations to meet the wood demand, especially in coming years. 
 
Bamboo products. There is a flourishing trade in bamboo and laminated products in the 
form of home furnishings. There are at least 9 registered exporters of such bamboo 
products in the Region and 33 producers catering to the local market. There are also 
31 registered traders in bamboo raw materials and products in the form of slats, mats, 
shingles, and finished products such as bamboo furniture (figures provided by DTI 
Region-6). 
 
Wood furniture. There is a modest trade in “tablons” or squared logs supplied to a few 
custom furniture makers in Antique and Iloilo. Minimum size of tablons accepted is 
8”x8”. The industry faces several problems that impede operation and expansion, 
namely (i) the unpredictability of log supplies, (ii) short supply of skilled carpenters, (iii) 
the absence of kiln-drying facilities, and (iv) the shortage of logs in the required 
dimensions. The Iloilo Furniture Manufacturers Association (IFMA) has a small 
membership of only the big manufacturers and exporters. The privilege of membership 
in IFMA includes discounted cargo rates on ocean carriers. Expectedly, membership 
dues are beyond reach of the small players.  
 
 
2.3.4 Mangrove Resources and Management 
 
Remaining resources. Panay has 3,310 ha of mangroves left, Negros 4,550 ha, all 6 
project provinces together 7,860 ha (Table 2-6). From a total of 35 mangrove species 
in the country, 33 species occur on Panay and Negros (Annex 6.2). The provinces with 
the largest remaining mangroves are Negros Occidental, Negros Oriental and Iloilo. 
Capiz, which had formerly the largest mangrove areas, converted almost all into 
fishponds.  
 
Four distinct zones of mangrove distribution are observed in the region. The seaward 
zone or those areas facing the open seas are normally dominated by frontline species 
like the genera Sonneratia, Avicennia, Aegiceras, Camptostemon, and few Rhizophora. 
The middle zone is Avicennia, Aegiceras, Bruguiera, Ceriops and Scyphiphora while 
the back mangrove species or landward group is dominated by Heritiera, Bruguiera, 
Nypa and Scyphiphora. The species found along the river or stream bank near the 
estuary are combinations of Rhizophora, Avicennia, Aegiceras, Bruguiera and few 
Xylocarpus and Nypa.  
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Table 2-6: Mangrove Area in Forested and A & D Sites (ha) 

 

  Aklan Antique Capiz Iloilo  Neg. Occ Neg. Or. Total 

A&D 77 69 0 880 725 1,811 3,562 

Forest land 347 425 862 650 1,590 424 4,298 

Total (ha) 424 494 862 1,530 2,315 2,235 7,860 

Source: DENR 2005 

 
The rapid decimation of mangrove area (loss of about 70 to 80%) is mainly attributed to 
aquaculture. Coastal provinces have converted more than 14,000 hectares of 
mangroves into fishponds. The widespread depletion of mangroves has left many 
coastal villages without protection against strong waves and has reduced the spawning 
ground for fish and crustaceans (and thus the catch). 
 
Ownership and management. In 1992, through Republic Act (RA) No. 7586 the 
National Integrated Protected Areas System (NIPAS) was created. Also the remaining 
mangrove areas became part of the NIPAS and any cutting was prohibited, including 
planted mangroves. Thus the project participants will only derive indirect benefits from 

mangrove rehabilitation, such as protection against high waves, spawning ground for 
fishes and crustacean, and an area to raise mud crabs.  
 
During the site visits it became obvious that there are conflicting assumptions as to 
who “owns” the mangroves. As for any forest land, the DENR has the official mandate 
over existing mangrove areas. The LGUs share the responsibility in the sustainable 
management and development of the resource within their territorial jurisdiction, 
especially for newly planted mangroves on denuded shores and in municipal waters. 
For productive fishponds (including mangroves growing there), however, the Bureau of 
Fisheries and Aquatic Resources (BFAR) has the sole jurisdiction, unless they are 
abandoned and not productive for the last 5 years.  
 
Most of the proposed mangrove rehabilitation sites are not covered by any tenurial 
instrument. Only few have a CBFMA, total area around 700 ha. Often mangrove 
contract reforestation failed, because of unclear ownership and responsibility. The POs 
and households claimed that they own the mangroves planted by them, the DENR and 
the LGUs saw it differently. Before any mangrove rehabilitation takes place under the 
program, the ownership has to be clearly defined. The involved POs or individual 
households must have long-term land use rights, preferably a CBFMA (for POs) or a 
co-management agreement with DENR and LGUs (with a formal MOA specifying each 
party’s responsibilities, rights and benefits, also for private households). Considering 
the need for collective management of mangrove resources and that the whole village 
benefits from the mainly ecological impacts, a co-management agreement involving the 
whole village may be the best option. 
 
Although direct utilization of mangrove is not allowed (except in some pilot sites for 
branch wood cutting), the indirect benefits such as protection against high waves and 
breeding ground for fish and crabs seem to be sufficient incentives to protect the 
mangroves. There is still considerable utilization pressure on mangrove areas, 
however, especially for firewood cutting. The main threat does not come from within the 
village, but the illegal wood collectors are often outsiders and operate it as a business. 
This shows even more the need for proper ownership and protection of newly 
established plantations, including proper law inforcement. 
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Past mangrove afforestation and lessons learned. Representative afforestation sites 
evaluated in situ have mostly disappointing performance as to physical 

accomplishments. Plantations developed both in pure open plantation and degraded 
natural stand by enrichment planting have less than 10 % survival. This is primarily due 
to wrong site and species selection coupled with poor and inadequate maintenance. In 
many occasions, after 4 months a high survival rate of 80 % or even 100 % was 
achieved, but gradually declined after 2 to 3 years to 10% or less, especially in areas 
directly facing the open sea.  
 
The reasons for this disappointing success and lessons learned can be summarized as 
follows: 

(1) Choice of mangrove species. Often only Rhizophora species have been planted, 

as these are the most numerous and readily available propagule almost all year 
round, regardless of the sites selected. Under the program a careful site-species 
matching shall be observed (for guidance see Annex 6.2). 

(2) Site selection. Mangrove seedlings will not survive in areas exposed to periodic 
high wave energy or persistent wind-generated turbulence. Thus sites should be 
sheltered from wave energy in semi enclosed lagoons or bays. Sheltered localities 
generally exhibit stable substrates due to absence of erosions or accretion of 
sediments. Vast expanse of sand and mudflats were often the choice sites for 
government reforestation projects even though they are vulnerable to periodic 
wave action. Similarly, areas that have proven to be susceptible to barnacles and 
marine borer infestation should be avoided as these are one of the main causes of 
massive mortality in the field.  

Sites covered by deep water during high tide should be avoided. Planted 
mangrove seedlings need at list 3 hours a day exposure to direct sunlight for 
optimal photosynthesis. Besides, fishing boats passing over the young plantation 
during high tide can damage the plants with their nets. 

(3) Quality of planting materials. In contract reforestation projects, selection of low 
quality propagules, in terms of maturity and/or presence of physical damages, has 
been identified as one sources of low survival. Also, often the origin of the stock is 
completely neglected. In the Philippines, the use of nursery-raised mangrove 
seedlings has seldom been practiced (additional cost, time consuming). High 
success of plantation establishment in neighboring ASEAN countries, however, is 
due to utilizing nursery raised seedlings. It is recommended to use a mixture of 
propagules and seedlings, depending on site conditions.  

(4) Hands on training. Many POs and households have not been trained properly. 
Classroom lectures devoid of actual field demonstration is normally the current set-
up. More time should be spent for on-site demonstration of mother tree selection, 
propagule collection, proper seed germination, planting and maintenance. 

 
 
2.4 Agriculture, Horticulture and Animal Husbandry  

 
2.4.1 Review of the Agriculture Sector in the Western Visayas 

 
In 2002, agricultural land area accounted for 32.4 percent of the in Western Visayas’ 
total land area. While the number of agricultural farms increased from 411,600 farms in 
1991 to 429,500 farms in 2002, the farm area declined from 754,400 hectares to 

666,900 hectares (i.e. a decrease in the average farm size from 1.8 ha in 1991 to 1.6 
ha in 2002). The region reported an average of two parcels per farm in 2002. 
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Palay (rice) was the major temporary crop in the region in terms of area planted. This 
crop was planted in an area of 471,400 ha in 292,500 farms. Sugarcane followed next 
with 43,900 farms covering 136,000 ha. Corn ranked third with 68,200 farms, covering 
55,700 has. All the major crops except leguminous plants decreased in terms of area 
planted. Corn posted the biggest decrease of 53.5% from the 1991 estimates.  
 
Sugarcane was the dominant crop in Negros Occidental which accounted for 86.2% of 
the total area planted with sugarcane in the region. The other provinces in Western 
Visayas reported palay as their top temporary crop. Banana was the dominant 
permanent crop in terms of the number of trees/vines/hills planted, with eight million 
hills planted in 228,700 farms. This was 29% lower than the 1991 figure of 11.3 million 
hills and 34% lower in terms of the number of farms reporting. Coconut trees followed 
with 221,400 farms planted with 5.8 million trees. Coffee robusta ranked third with 
7,600 farms planted with 3.5 million trees. Across the provinces, banana and coconut 
were the common top permanent crops. Coconut was the number one crop in Aklan 
and Antique; banana in Capiz, Iloilo and Negros Occidental; and kalamansi in 
Guimaras.  
 

Individual system of irrigation is common in Western Visayas. In 2002, Western 
Visayas had about 193,000 farms with an irrigated area of 256,400 ha, or 38.4 percent 
of the total agricultural land. The most common system of irrigation was the individual 
system, which supplied water to 50,600 farms with an irrigated area of 94,100 ha. 
Communal system of irrigation followed next, with 47,300 farms which covered 47,300 
ha, while the national irrigation system came in third, supplying water to 42,000 farms, 
covering 58,900 ha of agricultural land. There were also a number of farms (89,100) 
utilizing other systems of irrigation such as windmills, waterwheels, water fetching, etc.  
 
Fruit production. The projected volume of fruits needed by the Philippine Fruits 
International Corp (PFIC) for its operations in 2005 is 76.26 million kilograms. This 
almost tripled the previous year's requirement of 26 million. Among the fruits needed by 
the company are: mango 60 million kg, papaya 6 million kg, pineapple 6 million kg, 
cavendish banana 3 million kg, passion fruit, coconut, guayabano, and kalamansi.2 
 

Asia’s demand for fruit, both tropical/sub-tropical and temperate, is projected to 
continue growing significantly. Annual demand for tropical/sub-tropical fruit could be 
23 - 39 million tons higher by 2010 compared to 1997, and temperate fruit could be 15 -
 25 million tons higher. Volume demand for the overall category of fruit (and vegetable) 
juice may have plateaued in higher income economies, but all across Asia, there is 
increasing demand by higher income consumers for 100 per cent pure juice of better 
quality, instead of lower cost diluted juice drinks3. 
 
 
2.4.2 Farming systems 

 
The main farming systems observed in the six provinces are: (i) permanent cultivation of 
upland in which annual crops (upland rice, corn, etc) are grown on small plots, (ii) 
perennial field crops, mainly sugar cane, and (iii) perennial tree crops, mainly coconuts. 
In Negros, even steep forest lands (>50%) are used to grow sugar cane extensively 
without soil conservation measures. Soil erosion rates of over 360 t/ha/year losses would 
not be surprising. Crop yields and farm incomes are very low in all cases despite the use 

                                                
2
 Sun Star: Monday, January 31, 2005, Demand for fruits to increase this year, by Jenny Molbog-Mendoza 

3 Agrifood Globalisation and Asia. Volume III: Asian Agrifood Demand Trends and Outlook to 2010  
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of substantial amounts of labor and with ploughing. Irrigation farming is practiced on 
terraces on the poorly drained broad alluvial plains, lower river terraces and collu-alluvial 
plain land management units.  
 
Especially the type 1 climate with pronounced dry season leaves long breaks in the 
cropping calendar (Table 2-7), and off-farm employment opportunities are limited. 
 

Table 2-7: Farm Work Calendar  
 
Crop J F M A M J J A S O N D 

Native corn inter-cropped with peanuts and beans (Carol-an, Negros Occidental, type 1 
climate) 

Corn x     x x x x x x x 

Peanut x         x x x 

Beans x      x x x x x x 

Upland Rice Farmer (Capiz, type 3 climate) 

Rice x X x   x x x x x  x 

Mongo    x x x        

Veg x X x x x x x x x x x x 

The great variation in the length of the dry season, which may occur in the winter or the 
spring months or both, means site-specific cropping strategies are needed.  
 
Arable farming in the uplands. Due to the inherently low soil fertility of most upland 
soils, and difficulties with weed control, the permanent cultivation of upland in a hot, 
humid climate “presents some of the most troublesome problems of tropical 
agriculture”.4 Upland farmers growing corn and upland rice for home consumption 
frequently fail to meet their household requirements and have to sell their other crops 
just to buy their staple diets. The formerly intractable fertility problem, in permanent 
upland farming in the tropics, can be overcome by using inorganic fertilizers. Fertilizers 
can be replaced by manures and composts in exceptional cases only. There are simply 
not enough nutrients in the available organic matter to sustain a vigorous crop vege-
tation.  
 
Widespread growing of sugar cane without soil conservation measures is a major 
cause of land degradation. Four ratoon crops are harvested before replanting even 
though successive ratoon crops produce progressively lower yields. Steep terrain 
makes it difficult to apply yield increasing innovations such as sprinkler irrigation and 
tractor cultivation etc. It is apparent that sugar cane is not a suitable perennial crop for 
the uplands.  
 

Arable irrigation farming in minor valleys in the uplands. Irrigated rice generates higher 
net incomes per hectare than sugar cane. Small-scale irrigated rice earned a 
respondent the equivalent of PHP 38,160/ha/year from 3 harvests totaling 1,800 kg/ 
harvest. Using high-yielding varieties will improve incomes. 
 
Coconuts. Coconut palms usually produce about 80-90 nuts/tree/yr but farmers are 
now only getting an average of 50. The lowest performing trees are in the type 1 
climates with long dry seasons. Many farmers only have 50 palms with estimated net 
incomes in the region of PHP 12,000-13,000/ha. An estimated 90% of coconut farmers 
live below the poverty line. According to the PCA in Capiz, intercropping citrus, 
lanzones and rambutan can add PHP 30-50,000 per hectare a year.  
 

                                                
4
 Ruthenberg, H (1983). Farming systems in the tropics. Clarendon Press, Oxford 
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The way forward. The poverty resulting from low yields and incomes per hectare in 
Panay and Negros, despite fairly high labor inputs, indicate the final stage of the land-
use development system (that began with shifting cultivation, and was followed by 
fallowing), has been reached. The way out of this typical low-level of equilibrium is to 
follow the development path for permanent upland cultivation and switch the farming 
system to perennial crops on rain-fed land, with irrigation in the valley bottoms, and 
intensive vegetable production near the house. 
 
 
2.4.3 Livestock Production 
 

Hog raising was the dominant livestock raising activity in Western Visayas, as of March 
2003, with 480,100 heads reported being raised on 186,600 farms. The number of 
hogs tended was 9.9% higher than the 1991 hog population of 436,700 head.  
 
Carabao raising was the next important livestock activity in the region, with 236,000 
heads tended, despite a decrease of 15.4% compared to the 1991 headcount of 
278,800. Similarly, goat raising which ranked third, declined to 154,400 heads in 2002 
from 189,000 in 1991.  
 
Chicken-raising was the primary poultry production activity in the Western Visayas. An 
estimated 7.3 million chickens were raised on 352,300 farms in the region, an increase 
of 26.2% over the 1991 figures. Iloilo and Negros Occidental provinces contributed 
35.5% and 33%, respectively. Duck raising ranked second, with 762,200 as of March 
2003, up from 712,500 ducks in 1991. Quail raising, which ranked third, increased to 
56,400 heads.  
 
 
2.5 Aquaculture in Mangrove Areas 

 
Almost 71,000 ha of former mangroves have been developed into fishponds on Panay 
and Negros. Capiz has the largest fishpond area (22,200 ha) followed by Negros 
Occidental with 21,000 ha and Iloilo with 15,600 ha. Approximately 51% of fishponds 
are on (public) forest land and 49% on (private) A&D land. A group or individual could 
enter into a fishpond lease agreement (FLA) for 25 years, renewable for another 25 
years. The licensing, development and management/ control of the fishponds on public 
domain rest on BFAR (Bureau of Fish and Aquatic Resources) while DENR is 
responsible for zonification and delineation of the proposed area. Despite a 1980 
government ban on further conversion of mangroves to fishponds, some fishponds are 
still being developed. On the other hand, in the last 10 years 25 FLAs with a combined 
area of 730 ha have been abandoned and cancelled in Region 6. The main reason 
according to FLA holders is the significant reduction of fish produced due to increased 
sulphate concentration and the spread of diseases which require enormous amount of 
inputs to control.  
 
BFAR has no jurisdiction over privately owned fishponds but their produce are being 
documented including rendering assistance in the form of marketing for export, 
technical assistance especially in times of outbreak of diseases and issuance of 
certificate to transport goods, among others. 
 
Fishpond production in the region fell slightly by 2.3% from 397,814 tons in 2004 to 
388, 640 tons in 2005. This included 90 % milkfish and 10 % prawns. Other promising 
aquaculture products for exports are seaweeds which are found mostly in the coastal 
towns of Antique. Besides milkfish and shrimps, Region 6 (2003) produced 59,500 tons 
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of oyster, mussel and seaweeds. Compared to the amount of fish production from 
fishponds, the catch from the Visayan open seas and municipal waters is rather low, 
25, 650 tons in 2005. This indicates that the Visayan sea is severely over-fished. 
 
 
2.6 Rural Infrastructure 

 
The sites visited for the FS were primarily rural barangays suggested/reviewed for 
possible participation in forest and mangrove management. The field visits revealed 
that the major constraints in infrastructure consisted of limited accessibility to the 
communities and the production sites, lack of potable water supply for the 
communities, under-developed irrigation system and absence of economic support 
infrastructure such as village drop-off market for the produce. Maintenance of 
infrastructure is generally very poor due to the lack of secured funding and organized 
maintenance groups. Minor repairs are done by village groups, but more extensive 
repairs depend on the availability of funds from higher levels. 
 
Rural roads. In general, the road network is reasonable although some farmer groups 
in more remote areas are still not connected to the main network. In several of the 
visited villages the farmers have to walk for almost one hour over dilapidated (former 
logging) roads or do ride a motorbike “taxi”. A significant part of the established 
network is in need of repairs. The existing gravel roads are already eroded, with the 
gravel toppings washed away by runoff water or overland flows. Unstable areas 
suffered collapse and slides thus limiting the access of four-wheeled vehicles. In hilly 
and mountainous areas, the slides and erosion drastically cut the carriageway, thus 
making it dangerous to motor vehicles. Rapid flows from elevated areas also cut and 
scoured sides of bridges, thus contributing to their structural instability. Some portions 
of the roads are submerged or are underwater especially during rainy season making 
passage difficult if not impossible. 
 
Potable water supply. In several upland communities visited, there is a noticeable lack 
of potable water supply due to a number of reasons: (i) the source of water is not 
optimized, thus during the dry season, when the supply is low, the villages suffer acute 
shortage of water supply, (ii) new sources of water have to be identified due to 
increasing population, (iii) the distribution facilities are somehow limited, and with 
increasing population and establishment of new settlement areas, the current 
distribution facilities need to be expanded making, (iv) the deteriorated state of the 
water supply infrastructure makes these infrastructure inefficient in supplying the needs 
of the people, thus repair and rehabilitation becomes necessary. As observed in the 
site visits some intake structure for spring sources need to be rehabilitated to optimize 
the collection of water. This improvement works consist of increasing the intake 
capacity of the spring boxes or minimize losses from the sources. In some cases, 
spring boxes were not constructed at all and the pipes are situated directly to the 
discharging spring. There were also instances when the reservoir capacities need to be 
increased or additional reservoir boxes need to be constructed to extend water delivery 
to other members of the community. The project components for water supply require 
additional or improvement of intake facilities, construction of additional reservoir boxes, 
extension of supply and distribution lines to the members of the communities. 
 
Agricultural irrigation. The studied irrigation systems were often found to be in a poor 
state of repair, having received little maintenance since construction. Irrigation systems 
were predominantly based on field-to-field flows with little canal infrastructure. Repair is 
technically feasible but is costly compared to benefits. Besides, the irrigation schemes 
are often still under NIA and are not yet owned by the POs/farmers. Several villages 
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requested support to the construction of new irrigation schemes. This FS has prepared 
a generic design for irrigated rice and elaborated a set of criteria regarding site 
qualification and cost recovery system. Before actual implementation, however, more 
detailed feasibility studies are required for each proposed site. 
 
Enhancement of agricultural productivity through irrigation is viewed as one strategy to 
increase food security and to discourage arable farming on steep slopes and over-
extraction of forest products. Water sources are primarily surface waters, consisting of 
streams and rivers, in which diversion works are necessary. These consist of low dam 
and diversion canal toward a sluice gate or gated canal. In some instances, water 
impoundment can be used as a source of irrigation water, as in existing gullies and 
natural depressions to allow water to accumulate during rain period and to be utilized 
during the dry period. Riprap-cladded, earth-filled or rock filled embankments were 
constructed as the impoundment structure with the rest of the periphery naturally 
provided by side-slopes of mountains and hills. The irrigation works needed consist of 
intake structure, concrete-lined main canals, and lateral ditches. In areas where natural 
spring can be a source of irrigation, impoundment works need to be constructed 
including conveyance works to bring the water to intended service areas. 
 
Village whole-sale market. High transport cost is one of the major constraints in the 
marketability of product of the village farmers in the CBFMAs. Due to lack of hauling 
vehicles and the difficulty of bringing produce to suitable markets on the part of the 
farmers, the sale and distribution of farm products are limited to nearby towns or 
barangays only, thus, limiting the income of farmers from their produce. By having a 
village drop-off or whole-sale market where wholesale buyers can come and see the 
produce, whether crops or livestock, the farmers will find it easier to market their 
products. Consolidation of produce and bidding can take place at the village whole-sale 
market, which is advantageous to the farmers since they just have to bring the produce 
for short distances.  
 
 
3 NATIONAL AND REGIONAL CONTEXT FOR COMMUNITY BASED 

FOREST AND MANGROVE MANAGEMENT 

 
3.1 Policy and Institutional Framework  

 
3.1.1 The CBFM Program 
 
Community Based Forest Management (CBFM) was declared the national strategy to 
ensure sustainable development of the country’s forest resources by Executive Order 
263 signed by President Fidel Ramos on July 19, 1995 (pls refer to Annex 1.1). CBFM 
became the banner program of the DENR. There are today 5,322 CBFM project sites 

all over the country covering a total program area of 3.467 million hectares and 
involving about 600,000 households.  
 
Although being the banner program of the DENR, the CBFM Program is not without 
controversy. Cases of abuse of the Resource Use Permit (RUP) in natural forest (to 
increase the allowable cut) have been observed in the past, leading to forest depletion. 
The disastrous land slides in Quezon and Aurora in November 2004 were finally the 
reason for the DENR Secretary to suspend all logging permits nationwide (including 
Community Based Forest Management Agreements (CBFMAs) on December 8, 2004. 
With Memorandum Order dated March 7, 2005 the cutting ban was lifted in Regions 11 
(Davao) and 13 (Caraga). In all other regions, timber harvesting remains banned or 
suspended, whether involving natural-grown timber or planted timber. 
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On August 12, 2005, the DENR Secretary suspended the processing of applications for 
Industrial Forest Management Agreements (IFMA), Social Industrial Forest Manage-
ment Agreements (SIFMA) and CBFMA (that means no more CBFMA can be issued 
up to now). In addition, on November 30, 2005, the Secretary issued an order 
canceling 233 CBFMAs with unsatisfactory performance. Finally, on January 5, 2006, 
the DENR Secretary issued an order to cancel all existing IFMAs, ITPLA, SIFMA, and 
CBFMA ,subject to revalidation and certain exceptions (only partly implemented, 
though).  
 
Following interventions by DENR senior officials and foreign donors, the new 
Secretary’s clarification dated March 13, 2006 stopped all further cancellation orders 
and called for review of cancelled CBFMA. As of September 2006, the review has been 
finished for Luzon and Mindanao. For the program provinces in Region 6, out of 16 
CBFMAs cancelled or with notice of cancellation 9 have been reinstated, 4 are 
suggested for reinstatement, and 3 cancellations were sustained. For Region 7 (whole 
region), out of 41 cancelled CBFMAs 9 have already been reinstated, 30 have been 
recommended for reinstatement and 2 remain cancelled. That means in the 6 program 
provinces close to 140 POs with valid CBFMAs can possibly participate in the program. 
 
To further improve the legal framework conditions for CBFM, the Forest Management 
Bureau (FMB) proposed to allow tree harvesting at least in plantations. At present the 
utilization and even thinning of planted trees is only possible upon written permission of 
the DENR Secretary (a major deterrent and disincentive for farmers to plant more 
trees). In addition, with memorandum from 27 March 2006 the FMB requested to allow 
again processing of new CBFMA. These two requests are vital for CBFM 
implementation and are considered a pre-condition for a successful program. 
 
Implementing guidelines. The most recent set of guidelines for CBFM are given by 

DAO 2004-29 (Annex 1.2). This amended DAO prescribes the requirements and 
milestones such as  

 the Comprehensive Resource Management Framework (CRMF), the long-term 
plan for the development of the project area and capacitating of the PO,  

 the 5-year Work Plan which subsumes the resource use plan (RUP) and translates 
the CRMF into workable annual targets and resource use allocations. 

Only upon existence of an approved CRMF and a 5-year work plan a PO is entitled to 
undertake any timber or non-timber harvesting operation within its project area. Most 
POs have been supported to prepare a CRMF under the TA of Loan I and II. Since 
timber utilization has been banned, no resource use permit has been issued and thus 
no 5-year work plan has been prepared by almost any PO. Even if the logging 
moratorium in plantations will be lifted, all 140 POs or so in the project provinces have 
first to be supported to prepare the 5-year work plan including the resource use plan. 
The cost and finance table (Appendix 3 Table 1 and 2) foresees an average of PHP 
100,000 for capacity building including work plan preparation for each of the estimated 
70 POs committed to the program. This amount will allow some support to work plan 
preparation but additional technical assistance from GTZ, DED and CIM will be 
required. 
 
According to DAO 99-35, which is still valid, separate RUPs have to be prepared for 
each indicated resource: natural timber, planted timber, rattan, resin, etc. This shall 
address the technical requirements for each resource in regeneration, growing and 
harvesting. DAO 2000-29 further provides guidelines for regulating harvesting and 
utilization of forest products within CBFM areas. In addition to the CRMF and 5-year 
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work plans, also an Environmental Compliance Certificate (ECC), the actual delineation 
of the harvesting area, a 100% (!!) forest inventory, sustainable cut calculation, and 
other requirements are imposed, depending on the resource indicated. After a PO has 
obtained all required certificates and permits and starts harvesting trees, it further 
needs DENR transport permits for wood, charcoal or other forest products (for each 
truck load). 
 
All these guidelines are meant to safeguard sustainable forest management, but the 
multitude of requirements is also subject to criticism and complaints. Each plan, 
certificate and especially the 100% forest inventory requires substantial inputs and 
expertise not available to most POs. If a PO applies to harvest a 10 ha block of planted 
gmelina, first around 25,000 trees have to be measured (diameter and height). Even if 
the PO manages to carry out the inventory, the DENR still has to do a control 
inventory, charging PHP 0.7 for each measured tree. According to many studies and 
assessments (e.g. FAO/DENR, JICA, CIFOR) these guidelines have to become more 
user-friendly, and the POs still need continuing support in resource use planning and 
management. The difficult task of the DENR is to both prevent misuse of 
harvesting/transport permits and to make legal timber harvesting easier for POs. The 
streamlining of guidelines and procedures should be supported by the program, 
together with other projects and coordinated by the FMB. The present policy allowing 
utilization in plantations upon written permission of the DENR Secretary is already a 
step in the right direction, but still very bureaucratic. The target should be to have one 
general harvesting permit based on the approved 5-year work plan (for a 5-year period, 

giving AACs). This would strengthen the interest of farmers in forestry and encourage 
them to maintain their plantations and to plant more trees.  
 
 
3.1.2 Co-management Agreements 

 
The Local Government Code of 1991 provides that LGUs shall share with the National 
Government, the responsibility in the management and maintenance of ecological 
balance within their territorial jurisdiction, subject to the provisions of national policies. 
For this purpose they can enter into a memorandum of agreement with the DENR. The 
DENR Officer authorized to sign such a MOA with the LGU on devolved forest 
management functions and projects shall be as follows (DENR/DILG JMC 2003-01, 
Annex 1.4):  

 for forest areas up to 1,000 ha CENRO  

 more than 1,000 ha up to 5,000 ha PENRO  

 more than 5,000 ha up to 15,000 ha RED  

 more than 15,000 ha up to 30,000 ha Undersecretary for Field Operation 

 more than 30,000 ha Secretary  
 
The devolution of the management of forest land areas based on approved LGU forest 
land use plans (FLUPs). All FLUPs of LGUs shall be approved by their respective City / 
Municipal Development Councils and need to be enacted as ordinances by their 
respective Sangguniang Panglungsod / Bayan as part of their comprehensive land use 
plans. A MOA with DENR shall provide for the commitments of the two parties toward 
the full implementation of the FLUP.  
 
Basically, what it involves is for the DENR and the LGU to execute a Memorandum of 
Agreement (MOA) defining the objectives of the partnership, the participation functions 
and responsibilities of each party, the mode of sharing benefits (must be in accordance 
with the Constitution and existing laws) in relation to work and financial participation, 
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delegation of powers/authorities from the DENR to one or more of the partners, and 
penalty provisions for breach of the MOA, mechanism for abrogating, nullifying or 
amending the MOA, and other pro-forma provisions of MOAs. 
 
In the project area already 4 municipalities in Negros Oriental (e.g. Bayawan) and 
others in Aklan and Capiz (small areas only) have entered into MoA for co-
management with the DENR. The concept of co-management can take the form of any 
of the 3 allowed modalities in the 1987 Constitution: production-sharing, co-production, 
and joint venture. The usual length of tenure is 25 years, renewable for another 25 
years. During the initial program phase the co-management agreements in Negros and 
Panay (and elsewhere in the Philippines) shall be analyzed and reviewed. Co-
management agreements can be an interesting option for CBFM under the program, 
including for the management of mangroves or protected areas (as already practiced in 
the Mau-it watershed, Antique). 
 
An example co-management agreement from the municipality of Bayawan (Negros 
Oriental) is attached in Annex 1.6. In Bayawan, the LGU has distributed the area to 
individual households for planting of rubber and fruit trees. The Municipal Engineer’s 
Office has assisted in delineating the boundaries, speeding up the process 
considerably. A co-management agreement is no tenurial instrument, though. 
Accordingly it is still the DENR issuing tenurial instruments on forest land (for POs and 
households). It is mandatory for DENR offices to submit for comments by the LGUs 
any application for tenurial instruments, including resource extraction permits, before 
said instruments or permits are issued. Since the LGU is a strong partner in this co-
management, a unilateral cancellation by DENR will be less likely and security of 
tenure is more assured. With support from the LGU the boundary delineation and 
issuance of tenurial instruments will be much faster. Besides, since all farmers residing 
within the co-management area will benefit and not only a few members of a PO, 
participation and benefit sharing will be more equal. Co-management between DENR, 
LGU and the local populace will definitely be an interesting option for the program for 
areas not yet covered by a CBFMA. 
 
To effectively implement the devolved and partnership activities, and to fully capacitate 
the LGUs in forest management activities, the concerned LGU my appoint or designate 
an Environment and Natural Resources Officer. The creation of an ENR Office in the 
LGUs shall also be encouraged.  
 
In areas where the LGUs cannot yet afford to hire an ENR Officer, or is not yet ready to 
appoint or designate an ENR Officer, the LGU concerned may enter into administrative 
arrangement with the local DENR Office such that the latter may second to the LGU 
either on a full time or part time basis one of its environmental officers who shall act as 
ENRO for the LGU. Due to limited funds, however, the DENR has hardly made use of 
this legal provision to second personnel to LGUs. Usually the LGUs designate existing 
personnel as ENRO (47 municipalities out of 125 in the project provinces of Region 6), 
appoint an ENRO (4 municipalities) or leave it as is (74 municipalities). To ensure LGU 
capacitation in forest management and other ENR activities, the DENR shall conduct 
continuous training activities for LGU officials and their respective technical staff. 
 
Establishment of new communal forests. Besides provisions for co-management, the 

DENR/DILG MC 98-01 also contains provisions to create communal forests. 
“Communal forest” refers to a tract of forest land set aside by the Secretary of the 
DENR upon the recommendation of the concerned LGU for the use of the residents of 
a municipality/city. Said residents may cut, collect and remove forest products for their 
personal use in accordance with existing laws and regulations and subject to the 
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provision that utilization of resources therein shall be in accordance with sustainable 
development. For this purpose, the concerned LGU with the assistance of the DENR 
shall prepare sustainable operations plan prior to any utilization. 
 
The establishment of new communal forests shall be governed by the following 
guidelines:  

(1) DENR, through its CENRO, together with the concerned city/municipal LGU shall 
jointly identify potential communal forest areas within the geographic jurisdiction of 
the concerned city/municipality.  

(2) Communal forests to be established shall be identified through a forest land use 
planning to be undertaken jointly between the DENR and the concerned LGU. The 
ensuing forest land use plan shall indicate, among others, the site and location of 
the communal forests within the production forest categorized as such in the forest 
land use plan,  

(3) Once the forest land use plan has been affirmed, the local chief executive shall 
initiate the passage by the LGU’s sanggunian of a resolution requesting the DENR 
Secretary to issue an Administrative Order declaring the identified area as a 
communal forest. The required administrative order shall be issued within sixty 
(60) days after receipt of the resolution,  

(4) Upon acceptance of the responsibility for the communal forest, the city/municipal 
LGU shall formulate the management plan and submit the same to its ENR 
Council. The management plan shall include provision for replanting by the 
communities and the LGUs of the communal forests to ensure sustainability.  

 
The communal forests of each municipality shall in no case exceed a total of 5,000 
hectares. No “communal forest” has yet been established in Panay and Negros known 
to the consultant. It may, however, be an option worthwhile to discuss with DENR and 
LGUs. Before propagating the creation of communal forests by the program, it has to 
be clarified if participants can only use forest products for subsistence or if they are 
allowed to sell them. Also it has to be analyzed which impediments and disincentives 
have up to now discouraged the creation of communal forests. 
 
 
3.1.3 Upland Agroforestry Program (UAFP) 
 
Consistent with the National Forestation Program to enhance forest land productivity, it 
is the policy of the GOP to promote equitable distribution of opportunities, income and 
wealth through development of agroforestry systems in open and unproductive forest 
land. Private-public partnerships and other similar arrangements shall be encouraged 
in the pursuit of this endeavor (for details see DAO 2005-25, Annex 1.5). The 
objectives of this Upland Agroforestry Program are:  

 To reduce rural poverty by increasing productivity and employment in the uplands 
through the development of upland agroforestry farms and plantations nationwide, 

 To enhance forest cover of forestlands by planting economically beneficial crops in 
addition to timber species, 

 To ensure sufficient supply of agricultural and fruit tree crops through private-public 
participation and by encouraging all sectors to engage in the development of 
agroforestry farms and plantations, 
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At least 4 million hectares and unproductive forestlands shall be made available for the 
establishment and development of agroforestry farms and plantations under the Upland 
Agroforestry Program (UAFP). These areas shall be comprised by cultivated areas, 
shrub lands, wooded grasslands and grasslands that are within the forest lands. 
Identified suitable forestlands of 50 hectares and above may be granted to Filipino 
organizations, corporations, cooperatives, associations, NGOs and other interested 
parties e.g. LGUs which possess the following qualifications: 

 Duly registered with the Security and Exchange Commission (SEC) or the 
Cooperative Development Authority (CDA) 

 Financially capable to support agroforestry development, including but not limited 
to bank guarantee 

 Track record in forest development / agroforestry / agribusiness and other relevant 
business activities 

 
Within the 6 project provinces, 7,226 ha have already been earmarked for the Upland 
Agroforestry Program: 110 ha in Aklan, 3,306 ha in Negros Occidental and 3,810 ha in 
Negros Oriental. This program mainly targets business men interested in joint ventures 
with POs or villages to develop large-scale plantations (minimum 50 ha). DENR field 
personnel and PO representatives were somewhat apprehensive to link the CBFMMP 
with the UAFP, because they fear business men will dominate (and exploit) the POs. 
With proper support by the program, however, this option may be feasible. The big 
advantage would be that private business endeavors may take substantial parts of the 
offered loan. In case UAFP areas will be included under the program, standards have 
to be set for species selection and forest management, and MOAs have to be signed 
between entrepreneur and village or PO (witnessed by DENR and LGU) specifying 
roles, responsibilities and benefit sharing. 
 
 
3.2 Land Use Planning Procedures 

 
3.2.1 Assessment of Existing Land Use Plans  
 

Provincial Physical Framework Plans (PPFP) Each of the provinces has a PPFP which 
serves as the link between national/regional and city and municipal land use plans. 
Policies enunciated at the top levels of government are effectively translated into a 
lower level provincial plan to be more responsive to local conditions. However, as the 
10-year plans were produced in the early 1990s, some of the land use policies outlined 
need revising. The descriptions of the physical environment: climate, topography, 
slopes, soils, etc. cover only the macro-level and are very general. Basically, apart from 
outlining policies, the PFPP is of little relevance for program preparation and 
implementation regarding the conservation and management of forest lands. 
 
Municipal Comprehensive Land Use Plans (CLUP). The CLUP looks into the entire 
territorial jurisdiction of the LGU to determine the available supply of land resources. 
Annex 2.1 gives an example of a CLUP for the municipality of Cauayan. Salient 
features of the CLUP are: 

 “Comprehensive” means encompassing the entire territorial jurisdiction long-term 
management of local territory  

 Skeletal framework which defines the desired physical pattern of growth of locality 
and identifies areas where development can and cannot be located and directs 
public and private investments accordingly. 
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 Four policy areas cover – production, settlements, protection and infrastructure. 

 Local equivalent or counterpart of the physical framework plan at the national, 
regional and provincial levels. 

 Legally enforceable through the zoning ordinance. 

 The CLUP looks at entire land (and water, for some LGUs) resources within the 
territorial jurisdiction of the LGU and their appropriate uses.  

 The CLUP defines the available land resource and indicates desired location of land 
using activities within the territorial jurisdiction of the LGU.  

 Timeframe of the CLUP is 10 or 15 years depending on the pace of development/ 
urbanization of the LGUs 

 
The following plans, that impinge on local land and water resource use, are supposed 
to be into the CLUP: 

 Forest Land Use Plan (FLUP). According to DENR/DILG MC 1998-01, DENR and 
the concerned LGU shall jointly undertake forest land use planning (FLUP), the 
output of which shall become an integral part of the concerned LGUs comprehen-
sive land use plan. 

 Agriculture and Fisheries Management Plan, including the Strategic Agriculture and 
Fisheries Development Zone (SAFDZ). 

 Sustainable Integrated Area Development Plan or Local Agenda 21 (SIADP). 

 Integrated Watershed Management Plan (IWMP). 

 Ancestral Domain Sustainable Development and Protection Plan (ADSDPP). 

 Protected Area Management Plan (PAMP). 

 Coastal Resources Management Plan (CRMP) 
 
The CLUP is more specific than the PFPP regarding natural resource management. 
Objectives include promoting sustainable development, and conserving prime 
agricultural lands and environmentally critical areas. The planning maps are at a rather 
small scale, though (1:100,000 and smaller). The conclusion is that the CLUP, while 
giving more details on land use than the PPFPs, can only provide general guidance for 
program planning.  
 
Proposal. A more effective way to ensure the protection of forests in the watershed is 
to gain the support of the communities living adjacent to the forests. They may be the 
problem but they can become part of the solution. The upland community is usually 
aware of changes in the local environment and natural resources in the barangay. 
Involving the upland community in formulating a barangay land use plan (BLUP) will 

help assure the long-term survival and well-being of the community.  
 

 
3.2.2 Adequacy of Maps and Reliability of Available Database  
 
Topographic maps. NAMRIA has produced recent topographic maps at 1:50,000 scale 
for most of the country. They are quite accurate and can be used for general program 
planning purposes (forest rehabilitation sites, infrastructure). For detailed planning and 
monitoring, however, they have to be enlarged to 1:25,000 or 1:10,000 (with the usual 
limitations of course). More detailed maps than 1:50,000 do not exist for the uplands. 
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Satellite image maps. NAMRIA sells also digital files and printouts of Landsat ETM-7 
images in the format of the topographic map sheets 1:50,000 (examples see Annex 
13.3). These satellite maps are quite useful for landuse planning and strategic site 
selection and are suggested to be used in program planning. 
 
Land resource data. The available land resources data are only of limited use for 
detailed land use planning in the uplands. Climatic records are extremely limited with 
only three PAGASA meteorological stations on Panay and one in Negros Oriental. 
Determining where the boundaries are between climate types 1 and 3 relies on 
knowledge at the municipal level. 
 
The Bureau of Soils and Watershed Management (BSWM) has mapped the soils and 
land resources of Panay and Negros, but at scales of 1:250,000. Occasionally an LGU 
may give BSWM a contract to carry out a land resources evaluation survey of the 
municipality. However, even though these maps are at scale 1:25,000 (i.e. the 
minimum area that can be mapped is 10 ha) not enough detail is available for planning 
upland farms which are 0.5 to 7 ha on dissected terrain. Areas of gently sloping land 
suitable for growing annual crops are scarce in the uplands, with blocks rarely 
exceeding 0.5 ha, and too small to be shown on the BSWM maps. 
 
The Land Management Unit (LMU) maps at 1:250,000 scale offer the best potential for 
enhancement as they tend to describe recognizable landscapes, e.g. karst plain with 
isolated hills, shale stone/ sandstone hills, volcanic mountains, etc., each with their own 

slope ranges. However, within a LMU dominated, for example, by slopes ranging from 
30-50%, there are areas with flat to gentle slopes etc. These are extensive enough to 
support some forms of sustainable agriculture, but the areas are too small to be shown 
on the current maps.  
 
 
3.3 External Assistance and Lessons Learned 
 
3.3.1 Foreign Assisted Programs and Projects Relevant to CBFM 

 
The Philippine CBFM Program has received substantial international assistance for the 
last 15 years. The major projects and programs include: 

 Community Forestry Component/Project Quirino, 1989 – 2003, GTZ and KfW 

 Community Forestry Program, 1989 – 1997, SIDA 

 Community-Based Management of Logged-Over Areas, 1989 -1997, SIDA 

 Low Income Upland Communities Project (LIUCP), 1990-2000, ADB 

 The Natural Resource Management Program (NRMP), 1990-2002, USAID 

 ENR-Sectoral Adjustment Loan Program (ENR-SECAL), 1991-1999, WB/IBRD 

 Forestry Sector Project (FSP), 1992 – 2004, JBIC 

 Forestry Sub-Project, 1993-2000, OECF Japan 

 Quirino Community-Based Forestry Program, Debt-for-Nature Swap Initiative 
(DFNSI), 1998-2002, KfW  

 Community-Based Resource Management Project (CBRMP), 1998 – 2007, WB 

 River Basin and Watershed Management Program (RBWMP), Ligwasan Marsh 
Biodiversity Conservation Project, 2000 - 2004, GEF/WB/UNDP 
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 Mindanao Rural Development Project (MRDP), 2001-2005, GEF/WB 

 Environment and Rural Development Program in the Visayas, CBFM Component 
Leyte, 2001 – 2009, GTZ 

 NRMP Philippine Environmental Governance Program (EcoGov), 2001-2004, 
USAID 

 Participatory Control of Burning and Timber Poaching, 2003-2004, JICA 

 EcoGov- Phase 2 (EcoGov-2), 2004-2009, USAID 

 Enhancement of CBFM Program in the Philippines, 2004 – 2008, JICA 

 In-Depth Studies in CBFM, 2004 (FAO Forestry Program Support Facility) 

 Mainstreaming Ecotourism into the Community Based Natural Resources 
Management, 2004-2008, NZAID 

 
Institutional linkages and structural integration. With the exception of the WB CBRMP, 
all other programs and projects provided grant funds, or loan funds shouldered by the 
Government and passed on to DENR and beneficiaries in the form of a grant. The 
CBRMP provided a mixture of loan and grant funds channeled through the Municipal 
Development Fund Office (MDFO) of the DOF to LGUs, which have to pay back the 
loan component and are responsible for project implementation. 
 
All other financial cooperation projects passed the funds through DENR, which 
administered the budget, contracted NGOs and POs, and was responsible for 
disbursement and technical support. The donor agencies maintained project 
management offices attached to DENR (central, regional or provincial office) to provide 
guidance and technical assistance. Most technical cooperation projects were attached 
to DENR at central, regional and/or provincial level and partly also to LGUs (e.g. the 
RP-German CBFMP Quirino).  
 
Recommended cooperation. For the CBFMMP a close coordination and cooperation is 
specially recommended with the Environment and Rural Development Program in the 
Visayas, CBFMP Leyte (assisted by GTZ), the DENR-USAID Philippine Environmental 
Governance (EcoGov) Project and the Enhancement of CBFM Program in the 
Philippines (JICA). The GTZ-assisted Environment and Rural Development Program in 
the Visayas could extend its mandate to Panay and Negros and cooperate through 
providing TA and promoting the CBFM process. The EcoGov Project focuses on 
innovative approaches like co-management with LGUs, forest land use planning 
(FLUP), orientation on FLUP rationale, process, concepts, policies, action planning for 
social preparation, profiling, mapping and legitimization of the plan. The JICA 
Enhancement of CBFM Program will be helpful to consolidate recommendations to 
improve CBFM and to mainstream proposed approaches. 
 
To assemble a critical mass and to focus individual proposals, it is suggested to form a 
CBFM Working Group in DENR on national level, chaired and coordinated by the FMB 
CBFM Division. All projects mentioned above shall be represented, including the 
proposed CBFMMP. The working group should meet regularly, analyze lessons 
learned and propose improvements for CBFM to DENR decision makers. Of special 
concern is the revision of CBFM guidelines and practices to make them more user-
friendly and target-oriented.  
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3.3.2 Problems Encountered and Lessons Learned 

 
Problems encountered. Among other issues and problems found in various 
assessment and evaluations conducted by various sectors and agencies, and which 
are cross-cutting and/or overlapping within some categories are as follows (from FAO 
in-depth study on CBFM, Pulhin e.a. 2005): 

 Weak collaboration among concerned agencies resulting in weak support to PO’s, 
weak support to forest protection by the PO’s 

 Internal problems within the POs related to financial and leadership concerns 

 Weak forest management capabilities of PO’s resulting from lack of highly trained 
DENR field personnel to guide them 

 Delays in various activities such as preparation of IEE, issuance of ECC, and 
CBFMA, formulation and affirmation of CRMF, AWP, processing of transport 
documents like certificate of origin, certificate of lumber origin 

 Too much requirement for the PO’s to understand and do, yet less to comply due to 
too much technicality 

 Lack of clear cut policies on the issuance of resource use permits (RUP) 

 Lack of understanding about CBFM by other sectors of the society 

 Abuse of CBFM papers, allegedly being used in various illegal activities 

 Unclear understanding of government procedures by the PO’s 

 Inequity of providing technical and financial support to CBFM projects, some sites 
are well funded with foreign support, some have no funds at all 

 
Lessons learned. To help address these problems and issues that contribute to the 
realization of CBFM’s objectives, DENR availed of the support of the National Program 
Facility through the FAO, of CIFOR and JICA. The assessment studies revealed that 
capacity building through training is a key component for successful implementation of 
CBFM. Some other key findings, including observations by the consultant, are 
highlighted underneath. 
 
CBFM process. The preparation of the community resource management framework 
(CRMF) and the 5-year work plan with all requirements like 100% inventory, resource 
use plans, environmental impact assessment etc. is itself a complex project. The POs 
can only do this with external assistance, expertise and funding. The great majority of 
POs do not have access to foreign assistance (the local assistance is minimal) and are 
thus unable to prepare their CRMFs and 5-year work plans. The program must support 
all 140 targeted POs to acquire the necessary planning documents and permits before 
any project implementation can take place (esp. thinning and harvesting 
demonstrations). Besides, DENR may have to be advised how to make the CBFM 
process more user-friendly and sustainable without massive outside support to POs.  
 
Policy and institutional support remains weak due to internal inconsistency between 
DENR structure and needs and demands of CBFM, inefficiencies due to current 
functions of DENR offices in different levels, complex procedures and too many 
restrictions imposed on timber harvesting, absence of CBFM special account to help 
finance DENR support for CBFM, insufficient implementation of progressive policies 
soliciting the participation of NGOs, LGUs and other sectors, weak monitoring and 
evaluation and management information systems of DENR. 
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All projects need to obtain approval of their Resource Use Plans and obtain harvesting 
permits which can be hard to secure due to tedious bureaucratic requirements (CIFOR 
2006). Lack of clarity at the field level about policies, which are constantly changing, 
also makes it difficult to issue permits. DAI (1999) says that the DENR approves only a 
fraction of the harvesting volume that forest inventories and affirmed management 
plans show to be sustainable. An unstable policy environment and poor support for 
forest production may be increasingly affecting rehabilitation and long-term sustainable 
management, particularly by communities and the private sector (FMB-FAO 2003). 
Since 1998, resource utilization permits have been suspended three times nationwide 
which negatively affected timber production at rehabilitation project sites. As the very 
base of CBFM, the PO must have the opportunity to harvest timber that will provide 
much needed income to finance various activities. 
 

Support for livelihoods was often ill conceived and not sustainable. In most cases the 
POs started a business without proper feasibility study or business plan. Management 
of financial resources was very poor and reflects lack of transparency in business 
transactions, poor record keeping, and absence of effective auditing system. During the 
first 2 years under the program, detailed studies shall be carried out to identify viable 
livelihood options adapted to the specific situation, and to train PO members in 
technical and financial aspects.  
 
The CIFOR analysis5 states that 5 investigated projects mentioned good results with 
fruit production, particularly for mangoes. Communities benefited and the income 
helped protect the rehabilitated sites. Four PO projects expected to harvest and market 
the fruits in a few years but faced problems with survival and growth, including lack of 
species-site matching for species such as mango and coffee. These projects had few 
maintenance activities. Bamboo has been harvested on three-year rotations since 1998 
in one project, but found marketing plantation bamboo difficult because it could not 
compete with informal natural forest extraction of bamboo. International demand was 
good for abaca fibers.  
 
As stated by JICA (and stressed by LBP), the contracting with business partners needs 
to be encouraged and facilitated. Also the CBFMP Leyte supports this approach and 
has already entered into PPP with a car manufacturer to support abaca growers. 
 
Small infrastructure. According to experiences from LIUCP, the construction of small 
infrastructure projects such as access roads, potable water sources, overflow bridges 
requiring counterpart labor from the community is an effective means to build and 
strengthen the self-help spirit in the community. 
 
Upland agriculture. On forest area development and management, the forest areas 
were maintained and even extended due to plantation establishments and forest 
protection. However, soil and water conservation under agriculture should be 
enhanced. 
 
Financial viability. According to CIFOR (2006), ADB loan I, DENR and many OGA-
funded projects proved not to be financially viable in the long-term. They had little or no 
long-term support and funds were stopped after the establishment phase. More recent 
foreign-assisted and private sector projects planned for reinvestment through income 
generation from timber and non-timber products and/or livelihood schemes, but these 

                                                
5
 One Century of Forest Rehabilitation in the Philippines, Approaches, Outcomes and Lessons, CIFOR 

2006, ISBN 979-24-4643-5 
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plans often ran into trouble due to production and marketing problems and/or livelihood 
schemes not being viable. 
 

Seven mainly non-government projects (3 PO, 2 NGO, 1 private, 1 LGU) were doing 
well financially, with ongoing reinvestment from income earned or funds attracted from 
other sources. Another 12 projects were potentially viable in the long term, having 
reinvestment plans (2 LGU and 3 private, 1 PO) or where farmers could harvest the 
products and maintain the areas (6 LGU, NGO and OGA). Projects with better financial 
status also tended to be better maintained and protected. The detailed list of lessons 
learned from the CIFOR study on one century of forest rehabilitation in the Philippines 
is shown in Annex 5.2. 
 
The program contribution towards overcoming the identified problems shall focus on 
capacity building for POs and assistance in preparing viable project proposals and 
financing requests, provide access to capital, capacity building for DENR, LBP and 
LGU extension staff, elaborate proposals to improve CBFM guidelines and policies 
together with other projects, support existing POs in work plan preparation and 
sustainable forest utilization, and support links to markets and business partners. 
 
 
4 SOCIO-ECONOMIC CONDITIONS OF THE PROJECT AREA  
 
4.1 Demographic Features of the Program Provinces 

 
The 6 proposed program provinces in Panay and Negros include 23 cities (3 are 
considered highly urbanizing cities), 132 municipalities and 4,509 barangays 
(administrative villages). The total population was 6.4 million at the last published 5-
year census in 2000. Based on the average population growth rate of 1.7% the 
population in 2006 may be around 7.1 million people. Negros Occidental has the 
largest population (2.1 million), followed by Iloilo with 1.6 million and Negros Oriental 
with 1.1 million.  
 
Iloilo is the most densely populated area with 319 persons occupying every one square 
kilometer, higher than the registered regional population density of 302 persons. The 
regional average household size was registered at 5.1, close to the national average 
household size of 5.0. The sex ratio indicates that there are more males than females, 
which may indicate an out-migration of females from the region. The rural population 
accounts for 74% in Panay and Negros. The highest concentration of rural households 
are found in Antique and Negros Oriental with around 80%. The simple literacy rate is 
over 90% in all provinces except Negros Oriental (86%). The labor force (persons 
between 15 and 64 years) amounts to around 57% of the total population or 4.08 
million in 2006. For more details pls. refer to Table 4-1. 
 
 
4.2 Socio-economic Features of the Program Provinces 
 
4.2.1 Sources of Income 
 
Farming is the predominant income source of the households across program 
provinces. In all the provinces and POs visited, farming or agriculture where a large 
majority of the poor households are located, registers the highest percentage of labor 
force employed. In the coastal areas, fishing was considered as the primary source of 
income.  
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The following Table 4-2 presents the means of income mentioned during farmer 
interviews in the villages. It can be observed that these activities do not provide a 
regular income, but what farmers call “hardly make the ends meet“. The various ways 
of income opportunities were described by beneficiaries and/or PO members as 
indicated below. The official minimum wage in Panay ranged from PHP 110 to 
PHP 125 per day, and from PHP 123 to PHP 145 in Negros. The difference lies on the 
fact that in the sugar plantation area, sugar workers receive more than non-sugar 
workers. The actual wages received was often much less, however, sometimes as low 
as PHP 70 per day. An actual daily wage of PHP 100 may be the realistic average. 
 
Table 4-1:  Demographic Features of the Program Provinces 

Indicator Aklan Antique Capiz Iloilo Negros
Occid. 

Negros 
Oriental 

Total 

Total land area 
(sq.km) 1,818 2,552 2,633 4,719 7,926 5,402 25,051 

 
No. of cities   1 3 14 5 23 

No. of 
municipalities 17 18 16 42 19 20 132 

No. of baran-
gays villages) 327 590 473 1,901 661 557 4,509 

Total population 
(,000) 451.3 472.8 654.2 1,559.2 2,136.6 1,130.1 6,404.1 

Aver. population 
growth (in %/yr) 2.1 1.9 1.0 2.1 1.1 1.9 1.7 

Sex ratio (men 
per 100 women) 101.5 102.3 101.2 101.7 103.6 101.7 102.0 

No. of 
households 87,883 93,298 128,569 298,593 416,222 227,160 1,251,725 

Average 
household size 5.1 5.1 5.1 5.2 5.1 5.0 5.1 

Proportion of 
urban population 24.2 19.5 28.6 29.9 35.1 20.8 26.4 

Population 
density (km

2
) 248.3 185.3 248.4 330.4 269.6 209.2 255.6 

Median age 
(years) 22 21 21 22 20 21 21.2 

Age group %        
0-14 36.4 37.9 37.1 35.5 38.6 38.7 37.4 
15-64 57.7 56.1 58 58.6 57.2 56.8 57.4 
65 and over 5.9 6 4.9 5.9 4.2 4.5 5.2 

Dependency 
ratio 73.2 78.4 72.4 70.5 74.9 76.0 74.2 
Young dependts 63.0 67.7 64.0 60.4 67.6 68.0 65.1 
Old dependents 10.2 10.7 8.4 10.1 7.3 8.0 9.1 

Persons with 
disabilities (%) 1.4 1.7 1.3 1.4 1.2 1.2 1.4 

Simple literacy 
rate 92.4 91.8 92.0 93.8 91.2 86.0 91.2 

Source:  2000 Census of Population and Housing, Census Facts and Figures, National Statistics Office, Manila 

 

 
 
 
 
 



- 30 -  

 

Table 4-2: Economic Activities and Estimated Income of PO Members (results from 
field interviews May 2006) 

Province/POs 
(members) 

Economic Activities Estimated 
Income (PHP) 

Aklan 

Malinao (50) Farming, copra making  

Kalibo (Buswang, 63) Deep sea fishing, piña weaving PHP 18,000/yr 

Tangalan (Panayakan 
& Lanipga, 120) 

rice farming, fishing, copra making, nito weaving, 
village store, buy and sell of palay, backyard 
piggery, livestock raising 

PHP 10,000 to 
PHP 20,000/yr 
 

Antique 

Fagante & Pandan (93)   

Malalubi Upland 
Planters Assn, Inc. 
Mablad, Barbaza (88 
but only 13 are active) 

Farming (rice, corn, peanut, backyard hog 
raising, chicken, farm laborers, house helpers, 
factory workers in urban areas, sale of 
agricultural crops and livestock 

No income 
estimates 

Carawisan II San 
Remigio (33) 

Farming, as laborers, carpenters, weaving 
(bamboo mat and tabungos) and nipa wine or 
coconut wine gathering and teaching 

 

Capiz 

Traciano & Dumarao 
(65) 

Intensive farming (rice and other crops), village 
store(sari-sari store), livestock raising 

 

Tabun-acan, Pilar (26) Sugar and rice farming, fruit and vegetable 
gardening 

 

Iloilo 

Katilingban sang 
Pamuluyo nga naga-
Atipan sa Watershed 
sang Maasin 
(KAPAWA, 1,437) 

Production of seasonal crops, e.g. rice, corn, 
peanuts, rootcrops and vegetables, coffee, 
coconut, abaca, banana an other fruit trees 
Livestock raising 
Production of bamboo products(bamboo mat) 
and bakag (mesh container) 

 
P1.200-
2,000/month 
family income 
 
 

Del Castillo, Sara (172) Agro-forestry, agri-farming  

Nazuni, Dingle (169) Farming(rice,corn,bananas, sugarcane and other 
cash crops, livestock raising, carpentry, buy and 
sell of livestock, employment(gov’t and private 
and overseas), lumber and charcoal making 

 

Negros Occidental 

Baslay, Talacdan (61) Farming, buy and sell of farm products and 
livestock, fuelwood gathering and charcoal 
making, livestock raising, fattening, goat raising, 
poultry and swine production 

 

Gatuslao, Candoni (49) Farming (sugarcane,rice, corn), livestock raising, 
buy and sell of farm products 

P45,000/yr 

Carol-an, Kabankalan 
(CADT, > 1,000) 

Vegetable growing (cabbage, carrots, brocolli and 
cauliflower), peanuts 

P3,000/mo 
 

 
 

4.2.2 Household Income and Poverty 
 
There is difficulty in estimating household income from various activities because most 
of its production goes to home consumption. Rarely do they market their produce. In 
cases where the respondents bring their farm produce to the market, the income they 
get in return is used to buy household items. They also indicated that they cannot save 
for education of their children. Thus, it can be observed that there is a high visibility and 
sustained poverty in the program provinces. The data suggests that many of the 
households do not have income enough to meet their basic needs. 
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Western Visayas contributed the 4th largest share to the Philippines’ Gross Regional 
Domestic Product (GRDP) for 2004 as reported by the regional National Economic and 
Development Authority. Agriculture and fishery posted a growth of 7.3%, compared to 
3.5% in 2003. However, in terms of income distribution, the region exhibits a strong 
income disparity. Despite the GRDP growth the poverty situation in the region has 
worsened from 1997 to 2003. On the other hand, Negros Oriental exhibited a 
remarkable decrease in poverty incidence during the same year (Socio-economic 
Profile, Negros Oriental, 2003).  
 
The National Statistical Coordination Board indicated the annual per capita poverty 
thresholds for the program provinces between PHP 9,017 (Negros Oriental) and 
PHP 13,221 (Iloilo). The average is around PHP 11,500 per capita (Table 4-3), corres-
ponding to a family income of PHP 58,650 based on the average household size of 5.1 
members. An average of 33% of all families in the program provinces fall under the 
poverty threshold. This is significantly more than the Philippine average of 24.4%. The 
poorest provinces are Antique (43.4% below poverty threshold) and Negros Oriental 
(37.1%). 
 
In the field interviews, most respondents declared an annual family income between 
PHP 50,000 and PHP 60,000, less than the average threshold of PHP 58,650. 
Assuming a normal distribution of household incomes above and below the average, 
this indicates that in the potential project villages at least 50% of all families are 
considered poor. 
 
Table 4-3: Annual per Capita Poverty Threshold and Incidence in the Program 

Provinces 

 
 Aklan Antique Capiz Iloilo Negros 

Occidtl 
Negros 
Oriental 

Average 
Program 

Average 
Philipp. 

Annual per 
capita poverty 
threshold 

11,980 11,377 11,298 13,221 12,131 9,017 11,504 12,309 

Number of 
poor families 

31,068 42,389 28,711 121,067 164,313 89,654 79,534 4,022,695 

Incidence of 
poor families 

33.5% 43.4% 21.6% 31.1% 31.4% 37.1% 33.0% 24.4% 

Source:  National Statistical Coordination Board, 2005 Philippines Statistical Yearbook 

 
The national statistics further show a strong income disparity in the program provinces, 
more or less in the range of the Philippine average (Gini coefficient of 0.46). The Gini 
coefficient is a value between 0 and 1 to indicate income inequality. A value of 0 means 
total equality, of 1 total inequality. According to Table 4-4 Iloilo shows the strongest 
income disparity among the project provinces (rich people in Iloilo City and poor rural 
people), Aklan the lowest disparity (all poor). 
 
Table 4-4: Gini Coefficients, Income Gap and Severity of Poverty in Panay and 

Negros  

Poverty 
dimension 

Aklan Antique Capiz Iloilo Negros 
Occ 

Negros 
Oriental 

Gini coefficient 0.42 0.44 0.46 0.48 0.44 0.46 

Income gap 28.1 27.3 26.8 30.5 29.7 32.1 

Severity of poverty 3.9 3.7 4.0 3.5 5.0 4.4 
Source:  2005 Philippines Statistical Yearbook, National Statistical Coordination Board 
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An income gap of 28.1 means the average income of households is 28.1% below the 
amount required to purchase food and non-food items. A severity of poverty of 3.9 tells 
us that 3.9% of households have income below the minimum required to purchase 
food. Poverty is not measured by income alone. Other factors like health, education 
and status of employment or labor are also indicators of poverty.  
 
Health situation. Despite the poverty situation in the region, there has been a general 
improvement in the health status. The infant mortality rate in the Western Visayas 
declined from 77 per 1,000 life births in 1995 to 42 in 1998, but interestingly increased 
again to 50 in 2003. 
 
Education and literacy situation. The simple literacy rate (basic reading and writing 
skills) is reported at 91.2% for the project regions. The more meaningful functional 
literacy rate of the population 10 - 64 years old was close to 82% both in the Western 
and in the Central Visayas. Interestingly, the female population has a higher literacy 
level than the male population:  
 
Region Literacy rate 2000 (%) Literacy rate 2003 (%) 

Total Male Female Total Male Female 

Western Visayas 80.9 77.3 84.8 81.5 77.7 85.2 

Central Visayas 80.9 78.5 83.2 81.7 79.8 83.6 
Source:  2005 Philippines Statistical Yearbook, National Statistical Coordination Board 

 

Labor and employment situation. For the 5 program provinces in Region 6 (without 
Negros Oriental) the population 15 years old and above (labor force, including senior 
citizen) was reported at 4.1 million in year 2004 by the regional NEDA office. Around 
66% or 2.7 million participated in the labor market. The employment rates varied 
between 82.3% in Antique and 94.5% in Capiz, with an average of 90.5%. An average 
of 45% (between 34.3% and 51.2%) found employment in the agricultural sector. 
 
Table 4-5: Labor Force above 15 Years by Province 

Province Population 
15 yrs and 
over (,000) 

Labor force 
participation 

Employment 
rate 

Unemploy-
ment rate 

Employed in 
agriculture 

sector 

Aklan 299 59.3 93.6 6.4 34.3 

Antique 310 64.8 82.3 17.7 48.9 

Capiz 452 74.1 94.5 5.5 51.2 

Iloilo 1,291 62.0 88.9 11.1 43.6 

Negros Occidental 1,784 69.9 93.0 7.0 47.7 

Total (w/o Negros 
Oriental) 

4,136 66.0 90.5 9.5 45.1 

Source: NEDA Regional Office Region 6 

 
Land tenure and access to land resources. Most households in the program provinces 
farm on private A&D land (1.057 million ha). Land cultivation on public forest land 
amounts to 100,000 ha or 10%. For 68,000 ha individual land tenure instruments 
(CSC) have been issued, an average of 2.5 ha per family. For another 65,000 ha of 
forest land (only partly cultivated, can also include CSC) communal CBFMA have been 
issued. A large tract of land in Negros Occidental has been granted to indigenous 
people through a CADT. There are still numerous settlers on forest land without proper 
land use rights, but the majority of farmers also in the uplands have legal tenure 
instruments. 
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4.3 Gender Aspects 
 

The National Commission on the Role of Filipino Women (NCRFW) leads the effort to 
improve women’s status through gender responsiveness in government policies and 
programs. In close coordination with NEDA and major line agencies/departments in 
government, it formulated the Philippine Plan for Gender Responsive Development 
(PPGD), 1995-2025. The PPGD outlined the policies and strategies that government 
must implement to address gender inequality. One of the most noticeable indicators for 
gender inequality, however, is the ratio of female to male income earnings of 0.59, 
meaning for every peso earned by men, women received only 59 centavos. 
 
In some of the villages and POs visited, women are the major target of micro finance 
programs like TSK or similar to KALAHI (Kapit Bisig Laban sa Kahirapan) programs in 

the project area. From the observation, POs are quite accessible to women. In the 16 
POs interviewed, between 13% and 55% of all members were women, an average of 
34%. Thus, women shall play a major role in project planning, decision-making, training 
and capacity building.  
 
Education. The Western Visayas region has one of the most gender responsive 
policies with regards to education. In particular, literacy classes integrated with income 
generating projects attracted more women enrollees (77.9%) than men (22.1%). More 
men (78.5%) than women (65.5%), however, completed the classes.  
 

No. of classes Enrollees Completers 

 Women Men Women Men 

602 8,953 2,543 5,862 1,995 

 77.9% 22.1% 65.5% 78.5% 
Source: NSCB Fact sheet, National Statistical Coordination Board, March 16, 2006 

 
 
Male / female activities. Rural women in the program areas have always played an 
important role in the economic production both uplands and coastal areas. Women in 
Panay and Negros mentioned especially the following activities: vegetable growing and 
selling, planting, net (lambat) weaving, clearing or removing vernacles from young 

mangroves, mangrove replanting, tying of bamboo poles, domestic chores, domestic 
helper outside village. As predominantly male activities were mentioned: rice farming, 
corn growing, deep sea fishing, fish pond management, farm workers. 
 
 
4.4 Target Group Analysis 
 
4.4.1 Primary and Secondary Target Groups in the Regional Context 

 
The primary target group will be poor farmers and fisherfolks in the environmentally 
fragile areas of the 6 proposed program provinces. They cannot individually participate 
in the program, but only through eligible POs or LGUs. These organizations shall be 
commited to livelihood improvement and natural resources management according to 
program terms, and must be capable and eligible to take a loan at LBP conditions. 
Low-income POs, LGUs, women and the poorer segments of society shall be actively 
encouraged to participate in the program. The influence on target group selection is 
limited, however, since participation depends on which PO or LGU will/can take a loan, 
and how they will involve their constituents. The program has to define criteria and 
procedures for POs and LGUs, therefore, to ensure participation of the intended target 
group and equal benefit sharing. 
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The secondary target group would include DENR, LBP and LGU management staff 
and technicians on province and CENRO / municipality level. Especially field staff 
engaged in community based resource management shall be capacitated to provide 
the required extension support. At present DENR has 19 CBFM staff in the 6 program 
provinces. In addition, multiplicators like village leaders, key farmers and genuine 
NGOs are seen as target group for capacity building. 
 
Poverty incidence. As mentioned above, an average of 33% of all families in the 
program provinces fall under the annual poverty threshold of around PHP 58,650 for 
the 6 program provinces (between 21% and 43%). Field interviews indicated an even 
higher poverty incidence in the potential project villages (around 50%). The infant 
mortality rate is around 5% (as of 2003), the functional literacy rate 82%. Officially 90% 
of the labor force in the program area is employed, mainly in agriculture and fishery. 
 
Number of beneficiaries. An average PO with CBFMA represents about 80 households, 
with 5 members each. Assuming that 50 POs will finally become eligible for program 
support, around 4,000 households are expected to benefit from assistance to POs. 
Another 3,000 households may directly participate and benefit from project measures 
in an estimated 25 municipalities. Up to 18,000 villagers will indirectly benefit through 
improved rural infrastructure or improved mangrove shelter belts (60 barangays with 
300 households). Women will be well represented in the program. In the interviewed 
POs an average of 34% of all members were women, also occupying key positions. 
 
Perceived problems. The interviewed POs were very much aware of the problems 
affecting their livelihood, natural resources management and PO organization, such as  

 slash-and-burn farming practiced in the proposed project areas 

 unregulated cutting of timber in the forest areas 

 proliferation of (illegal) tax declared properties within the watershed 

 no silviculture practices applied, uncontrolled coppicing of gmelina 

 low farm productivity on the slope 

 Soil erosion and siltation damage agricultural crops and affect irrigation schemes 

 absence of access road from the CBFMA site to the barangay and town 

 absence of irrigation dam, not enough water for crops 

 lack of pipes for the drinking water system 

 disinterested PO members, especially those who do not believe to get benefits 
from the CBFMA. 

 boundary disputes between barangays and between PO members 

 lack of livelihood opportunities 

 many failed former livelihood projects due to wrong techniques, bad organization, 
insufficient planning, support and monitoring  

 
Aspirations. Quite a number of issues have been expressed by interviewed POs what 
they expect from the program. The overwhelming aspiration was “as long as the project 
will improve our income…“. In view of this, they suggested projects like training and 
support to livelihood activities, provision of credit facilities to buy agricultural inputs, 
infrastructure development like water for irrigation and for drinking, farm to market 
roads, home gardens and fruit trees. Almost nobody expressed interest in forest tree 
planting, but often farmers and POs mentioned that they are eager to start utilizing their 
existing plantations.  
 
Commitment. The respondents generally gave positive responses towards involvement 
of DENR and LGUs as their partner agencies, based on the experience of the last 10-
15 years. Although the past CBFM projects were not perfect, the villagers obtained 
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security of tenure and substantial economic benefits through participation and 
partnership for that matter. One indicator observed by the consultant was a significantly 
improved peace & order situation in former rebel strongholds. Many PO members and 
villagers are committed to protect their forests and provide own resources for CBFM. 
Some PO members (like in the Mau-it watershed, Antique) act as bantay gubat (forest 

guard) to protect the Sibalom nature reserve. Others protect mangroves and fish 
sanctuaries or carry out small repairs at barangay roads. The consultant concluded that 
most POs are committed to provide labor contributions and to protect and maintain 
forest resources, provided they can harvest the trees they plant and derive tangible 
economic benefits to pay for protection and maintenance. 
 
 
4.4.2 Conceptual Aspects Relevant to the Target Groups  

 
The intended target group – poor farmers and fisherfolks in environmentally fragile 
areas – can only participate in the program if their PO or LGU is eligible to borrow and 
the project proposal and financing request will be accepted by the Screening 
Committee. The concept is therefore to capacitate POs and LGUs to fulfill the 
requirements of LBP, to submit viable proposals and to implement them successfully. 
This task shall be done by DENR CBFM staff, LBP personnel in the lending centers, 
and specialized NGOs. These mediators have already a long track record of working 
with POs, LGUs and individual households, are generally capable to provide the 
required services and are accepted by the target group. As mentioned in chapter 5, 
however, also these organizations need first technical assistance, capacity building, 
additional staff and especially enough operational funds to support interested POs and 
LGUs.  
 
Participating POs and LGUs shall be informed on all options, rights and obligations and 
shall have the lead role in selection of relevant measures from a menu (self-selection, 
according to program rules). The extension staff will provide technical expertise and 
advice, and will assist in feasibility studies, project and financing proposals. The POs 
and LGUs shall be finally responsible for their proposal, though. As outlined in chapters 
7.2 and 7.3, POs and LGUs shall provide around 20% equity (in cash, kind or labor 
contribution) and will receive financial assistance in form of loan and grant funds. POs 
and LGUs have experience with mainly grant funded forestry and livelihood projects 
and are capable to implement them. They have little experience, however, with loan 
funded projects (except LGUs with infrastructure loans). Of special importance is 
therefore TA and capacity building to increase the loan absorption capacity (see 
chapter 6.8). 
 
As mentioned in chapter 3, the administrative and legal conditions for CBFM have to be 
improved, before the target group will enthusiastically engage in forestry activities. 
Especially the regulations for management planning and utilization have to become 
more user-friendly.  
 
The program shall be implemented as an open approach. There are no pre-determined 
POs or LGUs, program interventions or sites. The participating LGUs and POs shall be 
jointly selected during the initial 2 years. They can avail of a fixed package of loan and 
grant funds, to implement self-selected measures from a menu and following program 
criteria. Under the present set-up a mix of 1/3 grant and 2/3 loan funds shall be offered. 
This ratio may not be very attractive to LGUs and POs. Especially the primary target 
group – poor farmers and fisherfolks – will be largely excluded from program 
participation, since they often cannot absorb and pay back a commercial loan. As a 
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conceptual alternative it is therefore suggested to change the mix to 2/3 grant and 1/3 
loan (details see chapter 9.3).  
 
All proposed program interventions and approaches have been jointly developed with 
DENR, LBP, LGUs, POs, farmer and fisher representatives, and TA organizations. So 
it is anticipated that beneficiaries and institutions show acceptance and ownership for 
the proposed program measures. Later conflicts of interest shall be discussed and 
settled in the Steering Group, the Program Working Group, and in participatory project 
planning sessions. A socio-economic baseline study right at the beginning, a mid-term 
review in year 3 and the annual progress monitoring shall analyze the impact on the 
target groups and allow for conceptual modifications and plan adaptations. 
 
 
4.4.3 Expected Program Impacts on the Target Groups 
 
Poverty reduction. For the participating beneficiary households, the income is 
supposed to increase by at least PHP 7,500 and up to PHP 50,000 per family, 
depending on chosen measures (see chapter 10.1.3). This would provide a substantial 
impact on poverty alleviation (increase of 14% to 90% of the present income). For the 
agroforestry and agriculture investments the short-term benefits are relatively modest, 
but in the longer term the income gained is much larger and typically about PHP 
75,000/household. 
 
Equally important is the expected structural impact on POs. Through capacity building 
they will become eligible to access capital from LBP and probably also from other 
sources. Assistance in the preparation of 5-year work plans and improved CBFM 
regulations will increase interest in forest management and create substantial 
economic benefits for POs with CBFMA. The DENR CBFM staff and LGU personnel 
will become more experienced and effective, LBP staff will develop their skills in 
working with POs.  
 
Women universally showed great enthusiasm to be involved and to learn anything 
which can improve their livelihoods and reduce the present drudgery they endure. The 
program is expected to create additional income opportunities for women (e.g. through 
vegetable growing) and to make daily life easier (tab water, farm-to-market roads, 
village markets, improved supply of food, fruits and fuel wood).  
 
Participation / good governance. A high degree of target group participation has been 
foreseen in planning and implementation of program measures. The strengthening and 
capacity building for CBFM POs is one of the main objectives, and is seen as condition 
and means for program planning and implementation. The improvement of government 
services, administrative and legal conditions for CBFM (“governance”) shall be a 
fundamental part of the program. 
 
 
4.5 Rural Finance in the Program Provinces 
 
4.5.1 Loans to Agriculture, Fishery and Forestry (LAFF) 

 
Share of major providers of LAFF6 In the Philippines the major financial institutions that 
provide LAFF are the Government Banks such as the Land Bank of the Philippines 

                                                
6
 Source of Data: BSP, DBP and LBP. Some were estimates due to non-availability of data, except for 

DBP and LBP 
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(LBP) and Development Bank of the Philippines (DBP), and the Private Banks such as 
Commercial Banks (PKBs), Thrift Banks (TBs) and Rural Banks (RBs). The TBs are 
further classified into Private Development Banks (PDBs), Savings and Mortgage 
Banks (SMBs) and Stock Savings and Loans Associations (SSLAs). 
 
The total amount of LAFF in 2005 was PHP 524 billion. The share of the two 
government banks was only 3.8% (DBP 0.4% and LBP 3.4%). The reason is that DBP 
and LBP do not lend to individual farmers, the main borrowers of agriculture loans. The 
bulk of LAFF in 2005 therefore came from the private banks (96.2%). The rural banks, 
including the coop banks, provided 7.8% of the total. 
 
Share of the program area. It was difficult to know the proportion of the total granted 
LAFF to the two regions covered by the program. A big amount of loans was put under 
the “no breakdown category”, whose approval above a certain amount was done in the 
bank head offices, usually in Manila. The overall share of Region 6 was only 0.82% 
(corresponding to 4.3 billion) and for Region 7 it was computed at 1.67% (including 
also Cebu, besides Negros Oriental). Table 4-6 shows the number of rural financing 
institutions in the program area. 
 

Table 4-6: Number of Operating Units of Selected Rural Finance Providers  
 

Rural finance providers Number of units1) 

Land Bank of the Philippines 36 

Development Bank of the Philippines 11 

Philippine National Bank 24 

Rural Banks2) 96 
1) Including Regional Offices, 

2) Excluding those who are not members of RBAP. The number of units of 

RBs includes branches of mother RBs. 

 
 
4.6.2. Microfinance in the Project Area 
 
Microfinance wholesale institutions (MFI). 

 
People’s Credit and Financing Corporation (PCFC). PCFC provides wholesale funds to 
retail MFIs for on-lending to poor clients. It is the only government agency mandated by 
law to provide financial services to the poor through wholesale funds to retail MFIs. 
PCFC borrowers are rural banks/cooperative banks, cooperatives and NGOs and are 
called conduits. PCFC has more than 201 conduits nationwide7. As of April 2006 the 

total loan outstanding of these conduits was PHP 3.161 billion in the program area. 
PCFC had 28 conduit MFIs with 279,879 clients and outstanding balance of PHP 523.9 
million in Region 6, as of April 2006. In Negros Oriental, as of the same date the 
number of active clients was 9,716 from 9 conduit MFIs.  
 
Small Business Corporation (SBC). The SBC is the result of the merger between the 
Small Business Guarantee and Finance Corporation (SBGFC) and the Guarantee 
Fund for SMEs (GFSME). It was mandated by the government to undertake 
microfinance operations only in 2002 under the provision of the Barangay 
Microenterprise and Business Enterprise (BMBE) Act. As of 2003 it had only a 
microfinance loan portfolio of PHP 40 million8. In the program area (only in Iloilo), SBC 

                                                
7
 Microfinance Country Profile, Philippines 

8
 Microfinance Country Profile, Philippines 
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could release a total of PHP 7.5 million in 2005 and PHP 1.6 million in the first 5 
months of 2006. 
 
Development Bank of the Philippines (DBP). DBP, like SBC, is relatively new to 
microfinance. Its mandate to undertake microfinance operations was given by the 
government only in 2002 under the provision of the BMBE Act. At the end of 2003 it 
microfinance portfolio reached only PHP 36 million. In the program area, as of June 
2006 DBP had no microfinance exposure. It was, however, processing some applica-
tions from conduits from the two islands. 
 
Land Bank of the Philippines. The mandate of LBP to undertake microfinance 
operations is spelled out in two laws: RA 8425 known as the Social Reform and 
Poverty Alleviation Act and RA 9178 known as the BMBE Act of 2002. Both laws 
mandate the LBP and other GFIs to set up special credit window for microenterprises 
and to promote microfinance for the poor. LBP's current involvement in microf inance is 
the guarantee that it has provided to the loans obtained from ADB-IFAD Rural 
Microenterprise Finance Project (RMFP) and the WB for funding the needs of the 
PCFC. As of Dec 2004, the loans of LBP to PCFC amounted to PHP 1.52 billion. In the 
program area the LBP Iloilo Lending Center had just started its microfinance activities 
and in fact, had lent out only PHP 3 million (equal to Euro 46,000) at the time of the 
Feasibility Study in May 2006. 
 
Major retailers of microfinance in the program area. 

 
Rural Banks in the program area. There are 50 Rural Banks,9 including Coop Banks in 

Panay Island of which only 12 or 24% are microfinance-oriented or with microfinance 
operations. In the 2 provinces of Negros there are 27 RBs/Coop Banks and only 6 or 
22% carry out microfinance operations. 
 
Microfinance NGOs 
Taytay SA Kauswagan, Inc (TSKI), as of April 2006 was considered the biggest conduit 

of FCFC. In the program area it had 65,926 active clients with outstanding loans of 
PHP 241 million. This number of clients was 33% of the total number of clients of 
PCFC’s conduits in the area. 
 
Life Bank Foundation, Inc, had, as of Jan 2006, 40,000 clients all over the 5 provinces 

of Panay and the 2 provinces of Negros. The total loan portfolio stood at more than 
PHP 200 million. It is also a client of PCFC, the second biggest in the island of Panay, 
next to TSKI.  
 
Negros Women For Tomorrow, Inc. NWFT is the biggest microfinance NGO in the 
island of Negros as a big majority of its 66,071 clients is from the island of Negros. As 
the name indicates its clients are 100% women.  
 
Multipurpose NGO involved in Microlending 
Multisectoral Alliance For Development (MUAD) is one of the NGOs in the program 

area that is involved in microlending. It is promoting integrated farming system in the 
upland farms of Negros and has revolving funds amounting to almost PHP 20 million. 
 
Some Coops and POs. Some cooperatives and even some POs that are not clients of 

microfinance wholesalers are, on very small scale, engaging in microfinance. POs in 
the program area such as MAKABATA, KAPAWA, PACEDA, and the Multipurpose 

                                                
9
 As distinguished from Rural Bank Units (Rural Bank Units include the branches of a Rural Bank) 
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Cooperative of Buswang were microlending their own funds, even if such operation 
involved lending only PHP 1,000 per borrower. 
 
Government Agency 
Quedancor is a government credit and guarantee organization that is engaged in 

microlending. In the program area, as of April 2006, it had 805 Self-Reliant Teams 
(total of 4,025 individuals) as its clients. The total amount released from January to 
April 2006 reached a total of PHP 68.6 million.  
 
 
5 CHARACTERISTICS AND CAPACITIES OF PROJECT EXECUTING 

AND IMPLEMENTING AGENCIES 

 
5.1 Program Executing Agencies 
 
The program executing agencies on central level will be the DENR Project Operation & 
Management Services and the LBP Program Management Department. Both agencies 
have a long track record in executing foreign assisted projects and are well organized 
and experienced to carry out their respective roles and functions. The DENR Central 
Office has administered CBFM projects and programs supported by WB, ADB, KfW, 
GTZ, JBIC, JICA, USAID, SIDA, EU, UNDP/FAO and is familiar with donor 
requirements re. program execution and financial management. DENR FASPO will be 
technically supported by the Forest Management Bureau (FMB), which coordinates all 
CBFM activities nationwide. The LBP Project Operation & Management Services is 
familiar with KfW requirements in financial cooperation, since it executes already 2 
other KfW-supported loan programs for LGUs in the Visayas. As learned from LBP 
senior staff, the LBP has already experience in extending grant funds to DENR for a 
project under the Montreal Protocol. In short, DENR and LBP have sufficient qualified 
management personnel and capacities on central level to execute the CBFMMP. For 
funding of recurrent costs, LBP asks a management fee from FC funds. DENR will 
finance maintenance and operation expenses from GOP contribution.  
 
As suggested by the two PEAs, the FS team proposes individual PMOs of DENR and 
LBP, with a shared Steering Group on national level and a Regional Working Group 
covering the 6 participating provinces (for details pls. refer to chapter 7.1).  
 
 
5.2 Project Implementing Agencies 

 
5.2.1 DENR 

 
The DENR’s Regional, PENRO and CENRO staff will be responsible to plan, 
implement and supervise the forestry components of the program. Figure 5-1 shows 
the DENR offices involved in program implementation. 
 
The national CBFM program is actually implemented in a decentralized manner and 
the DENR’s regional, PENRO and CENRO staff has more than 15 years experience in 
CBFM project planning and implementation. The DENR has 19 CBFM extension 
technicians assigned to PENROs and CENROs: 4 in Aklan, 3 in Antique, 4 in Capiz, 2 
in Iloilo, 3 in Negros Occidental and 3 in Negros Oriental. These technicians attended 
CBFM training courses between 14 and 120 days (average 60 days) and have worked 
for an average of 4 years for CBFM projects (between 2 and 13 years). They 
accompanied the FS team during the site visits and gave a very knowledgeable, 
dedicated and competent impression.  
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The field operators are backed up by 8 Regional Office personnel who all underwent 
technical training and managerial training. The average time of technical CBFM training 
is 50 training days, plus around 12 days of management training. 
 
Figure 5-1 DENR organigram for program provinces 

 

 
 
In the 6 program provinces there are about 140 active POs with CBFMA. Thus the ratio 
extensionist / PO ratio is one technician to 7 POs with together over 700 members. 
This is too taxing for the technicians, especially considering the very limited resources 
for extension. Many technicians mentioned the following fundamental problems 
hampering an effective DENR extension service: (i) insufficient number of field 
operatives/technicians, the present 19 extensionists cannot support 140 POs, (ii) lack 
of transport and funds for travel expenses, limiting site visits very much, and (iii) the 
technicians are not well prepared in providing assistance to PO’s in organization 
development, business plan preparation for livelihood projects and financial 
management. For program implementation a ratio of 1 extensionist for every 4 POs is 
deemed necessary, thus 18 CBFM technicians are required for 70 participating POs. 
Since 9 extensionists will still have to attend to the other 70 POs, an additional 8 CBFM 
staff will be required. The additional staff has to be seconded from other DENR offices 
or hired as contractuals, so no follow-up costs will occur. 
 
The total CBFMP budget of DENR Region 6 for FY 2005 was PHP 3,573,000 
(Regional Office PHP 575,000 and 6 provinces PHP 2,998,000). Around PHP 2 million 
were allocated for personnel expenses and PHP 1 million for maintenance and 
operation expenses (MOE, pls. refer to Table 5-1). Spread among 6 PENROs and 12 
CENROs that makes an average of PHP 55,900 (EUR 860) per DENR field office and 
year for CBFM operation.  
 
The conclusion is that DENR field offices – the main project implementers - need more 
funds for extension (GOP counterpart fund in cash). The resources on PENRO and 
especially CENRO level to implement CBFM are not sufficient. They have very 
dedicated staff, but not enough and only very little operation funds. Besides, the 
technicians need additional training and capacity building. Additional DENR 
extensionist have to be detailed from the regional offices or hired on a contractual 
basis, additional support by LGU technicians is urgently needed, and experienced 
NGOs have to be hired to capacitate an estimated 70 POs in 2 years. 
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Table 5-1: CBFMP Budget for Region 6 in FY 2005 

 

Province Personnel Services 

(PHP) 

MOE 

(PHP) 

Budget Total 
(PHP) 

Negros Occ. 529,000 405,000 934,000 

Antique 199,000 112,000 311,000 

Capiz 302,000 93,000 395,000 

Iloilo 585,000 233,000 818,000 

Aklan 376,000 125,000 501,000 
Guimaras1) - 39,000 39,000 

Total 1,991,000 1, 007,000 2,998,000 
1)

 not part of program 
Source of Information: CBFMP Budget for the Region VI Office-FY 2005 

 
Technical personnel involved in the program. Together with DENR central and regional 
offices, the technical personnel that shall be involved in the program has been 
identified. Table 5-2 shows the DENR regular staff and additionally required contractual 
staff to implement the program on regional, PENRO and CENRO level, the required 
salaries and allowances. The total budget for incremental costs (salaries of newly hired 
staff and project allowances to permanent staff) amounts to PHP 4.1 million annually or 
PHP 28.7 million for 7 years. This amount has been included in the final Cost and 
Finance Table Appendix 3.  
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Table 5-2: Technical Personnel to be Involved in Program Implementation 

 

per Year

REGION 6 PMO Manager 1 DENR Staff 30,000.00        30,000.00       

PMO, Iloilo Asst. PMO 1 DENR Staff 30,000.00        30,000.00       

Technical Staff 1 Hired (new) 194,394.96     194,394.96     

Technical Staff 5 DENR Staff 150,000.00      150,000.00     

Administrative Staff 1 DENR Staff 18,000.00        18,000.00       

Driver 1 DENR Staff 12,000.00        12,000.00       

Sub-Total 194,394.96     240,000.00      434,394.96     

Regional Office CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

Sub-Total 30,000.00        30,000.00       

PENRO, Aklan CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO Staff 2 DENR Staff 60,000.00        60,000.00       

Technical Staff 1 Hired (new) 194,394.96     194,394.96     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 291,898.92     120,000.00      411,898.92     

PENRO, Antique CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO Staff 2 DENR Staff 60,000.00        60,000.00       

Technical Staff 1 Hired (new) 194,394.96     194,394.96     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 291,898.92     120,000.00      411,898.92     

PENRO, Capiz CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 3 DENR Staff 90,000.00        90,000.00       

Technical Staff 2 Hired (new) 388,789.92     388,789.92     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 486,293.88     120,000.00      606,293.88     

PENRO, Iloilo CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 3 DENR Staff 90,000.00        90,000.00       

Technical Staff 2 Hired (new) 388,789.92     388,789.92     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 486,293.88     120,000.00      606,293.88     

CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 2 DENR Staff 60,000.00        60,000.00       

Technical Staff 4 Hired (new) 777,579.84     777,579.84     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 875,083.80     90,000.00        965,083.80     

REGION 7 PMO Manager 1 DENR Staff 30,000.00        30,000.00       

PMO Dumaguete Technical Staff 1 Hired (new) 194,394.96     194,394.96     

Technical Staff 1 DENR Staff 18,000.00        18,000.00       

Driver 1 DENR Staff 12,000.00        12,000.00       

Sub-Total 194,394.96     60,000.00        254,394.96     

CBFM Coordinator 1 DENR Staff 30,000.00        30,000.00       

CBFM-SMO 2 DENR Staff 60,000.00        60,000.00       

Technical Staff 1 Hired (new) 194,394.96     194,394.96     

Driver 1 Hired (new) 97,503.96       97,503.96       

Sub-Total 291,898.92     90,000.00        381,898.92     

GRAND TOTAL 3,112,158.24  990,000.00      4,102,158.24  

Total PHPPosition No.
DENR Staff or 

to be hired

PENRO, Negros 

Occidental

PENRO, Negros 

Oriental

Salary Allowances 

and Other 

Benefits/Year

 
 
 
5.2.2 Land Bank of the Philippines 

 
Number of offices. There are 2 regional offices of LBP in the program area. The Iloilo 
Regional Office covers the 5 provinces of Panay Island and Negros Occidental (Region 
6), and the LBP Office in Dumaguete the province Negros Oriental in Region 7. 
Program implementation will be the task of the LBP Iloilo Lending Center and the 
Negros Oriental-Siquijor Lending Center. All in all, LBP maintains 35 offices in the 
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program provinces, including branch offices (Table 5-3). That means practically all POs 
and LGUs can reach the next LBP office within less than 1 hour. It is assumed that 
additionally required staff for program implementation will be paid from the 6% 
management fee. 
 
Table 5-3: Number of LBP Banking Units/Offices in the Program Area, by Province 

Area Number of units1) 

Panay Island 18 

Aklan 2 

Antique 3 

Capiz 1 

Iloilo 12 
Negros Island 17 

Negros Occidental 11 

Negros Oriental (Including Siquijor) 6 
1) Units include Regional Offices, LCs, DACs, AOCs, ACs and Branches 
 
LBP clients and project focus. Table 5-4 shows that the biggest group of clients of LBP 
in the program area were the SMEs which accounted for 39% of the total outstanding 
loans (mainly for agribusiness, fishponds and infrastructure). The second biggest client 
were the LGUs which accounted for 33% of the outstanding amount. Almost all of the 
LGU loans (99.7%) went into infrastructure, 0.3% into social projects. LGUs have not 
taken any loan for agriculture or forestry purpose from LBP. The third biggest group of 
clients were the cooperatives, accounting for more than 21% of the total exposure of 
LBP. Loans to agriculture, forestry and fishery (LAFF) accounted for more than 92% of 
all loans to coops. Countryside financial institutions such as rural banks and others 
availed of 7.3% of outstanding loans, all LAFF. 
 
Overall LAFF was 49% of the total exposure of LBP in the program area. The 
remaining loans went to infrastructure (50%) and social projects (1%). Exposure by 
province was reported from highest to lowest as: Negros Occidental (PHP 1,537 
million), Iloilo (PHP 877 million), Negros Oriental (PHP 571 million), Aklan (PHP 133 
million), Capiz (PHP 98 million), and Antique (PHP 85 million).10 
 
Table 5-4: Loans Outstanding by Type of Borrower and Projects Financed, as of April 

2006 

 

Projects SMEs LGU COOPS CFIs1) Total % 

LAFF  725.202  -  671.512  248.491   1,645.205  48.6% 

Infrastructure  577.929   1,099.207  17.465  -  1,694.601  50.1% 

Social Projects  4.442   3.156   37.672  -  45.270  1.3% 

Total  1,307.573   1,102.363   726.649   248.491   3,385.076   

% 38.6% 32.6% 21.5% 7.3%   
Source: LBP Iloilo Lending Center and Negros Oriental-Siquijor Lending Center 
1) Countryside Financial Institutions such as rural banks and other banks engaged in rural lending  

 
LBP lending programs to target clients of CBFMMP 

LGU lending program. Eligible borrowers are provinces, cities and municipalities and 
loan amount is based on the requirement of the project but not to exceed the net 
borrowing capacity of the LGU. Eligible projects are those falling under the LGU 
Support Units Credit Program and Water District Development Program. According to 

                                                
10

 Source of Data: Submissions of two Regional Lending Centers. 
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Table 5-4, LGUs mainly borrow for infrastructure (99.7%), none has borrowed for 
agriculture or forestry projects yet. As far as the Consultant knows LGUs have not 
taken LAFF from other financial institutions either (with the exception of project funds 
through MDFO). Some of the interviewed mayors expressed interest, however, to 
borrow for rubber and fruit tree plantations under the program (see Table 5-6).  
 
LBP cooperative lending programs. LBP considers cooperatives as its partners in 
bringing credit to individual households, businesses, and microenterprises that will help 
to augment income, generate more economic activities, and transform people’s lives. 
With its mandate to catalyze progress, LPB offers credit facilities especially designed 
for cooperatives. Agricultural Production Loans (crops, livestock, and fisheries), Fixed 
Asset Acquisition Loans and Working Capital Loans are available to eligible coops. 
Amount of loans depend upon the project needs but usually not to exceed 80% of the 
project cost. 
 
Innovative financing scheme: Special Agricultural Financing Window cum Guarantee. 
The main objective of this new scheme is to improve credit access of collateral-short 
farmers/fisherfolk by encouraging rural lending agents to lend to them. LBP will provide 
liquidity assistance to rural lenders in 2 modes: (i) rediscounting of eligible loans of 
rural lenders at 100%, (ii) credit line to non-bank lending agents. The government credit 
and guarantee agency Quedancor will provide credit guarantee cover of up to 85% of 

non-collateralized farmer/fisherfolk loan portfolio of banks/lending agents against all 
risks (except willful default). Lending agents include: 

 universal banks, commercial banks, rural banks, cooperative banks, thrift banks (to 
include savings and loan associations) and private development banks, 

 cooperatives duly registered with the CDA, 

 agriculture-based enterprises (ABEs) with asset size above PHP 1.5 million, 

 non-government organizations (NGOs), people’s organizations (POs) 
 
For NGOs and POs and other intuitions the total amount of the credit line shall be the 

credit requirement of its borrowers but not to exceed twice its existing loanable funds 
(excluding borrowed funds). 
 
LBP also has 4 kinds of loan facilities for SMEs (Easy Pondong Pang-Asenso, Special 
Financing Assistance to Small and Medium Exporters, Sugar Financing Program, and 
SULONG11) Another LBP Lending Program is Loans for CFIs who are servicing the 
clients falling under the CBFMMP. 
 
LBP requires all clients to open a bank account at one of their offices, where the loan 

funds will be deposited. Currently LBP charges the following interest rates to its clients: 
to LGUs 9-11%, to rural banks around 9-10%, and to cooperatives 12% (-14%). 
Without doubt LBP is capable to administer the loan and grant funds of the program. 
The question is only how many LGUs and POs/cooperatives will be interested and 
eligible to avail of the offered loan/grant mix for eligible project measures. 
 
 
5.2.3 LGUs 
 

Devolved functions of DA and DENR. The term Local Government Unit (LGU) refers 
generally to provincial, municipal and barangay governments. In the context of program 
implementation, however, specifically the 132 municipalities and 23 cities within the 6 

                                                
11

 SME Unified Lending Opportunity for National Growth. 



- 45 -  

 

program provinces are meant. Statistically an average 45,000 people live within each 
municipality/city. The Local Government Code of 1991 devolved all field functions of 
the DA and some of the DENR to the LGUs. That means the agricultural extension 
service is now under the LGUs, an average of 5 agriculture technicians per LGU. 
These technicians hold office at the Municipal Agriculturist’s Office but are required to 
visit their assigned barangays periodically. They are specialized in lowland agriculture.  
 
The DENR devolved only the ISF projects to the LGUs and a few technicians, but 
maintained important functions such as issuance of tenurial instruments on forest land 
and forestry extension. Any agro-forestry project in the uplands needs thus the close 
cooperation of LGUs and DENR. To effectively implement the devolved and 

partnership activities, and to fully capacitate the LGUs in forest management activities, 
the concerned LGU my appoint or designate an Environment and Natural Resources 
Officer and create an ENR Office (see Table 5-5). Not many LGUs created an 
additional ENRO, but designated somebody else (often the Municipal Agricultural 
Officer) with these tasks. Some LGUs (e.g. Kabankalan, Sibalom, San Joaqin, Dingle) 
have sufficient technicians, but most LGUs need more qualified and trained 
extensionists for upland development, particularly to support POs in capacity building, 
business plan preparation, organization and (financial) management.  
 
Table 5-5: LGUs with Appointed Environment and Natural Resource Office (ENRO) 

 
Province Prov. 

Government 
No. of LGUs with 
appointed ENRO 

No. of LGUs with 
designated ENRO 

No. of LGUs 
without ENRO 

Aklan designated 4  9 

Antique designated   16 

Capiz designated 3 2 12 

Iloilo appointed 3 15 29 

Negros Occ. appointed  30 2 

Negros Or. designated  25  
Source: DENR Regional and PENRO offices 

 
Interest and loan absorption capacity. Almost all LGU’s expressed interest in the 
program, including the offered package of loan and grant funds. However, most mayors 
were somewhat apprehensive to make firm commitments, considering the local 
government elections early next year. Around 60% of all mayors serve their last term 
and cannot be re-elected. Assuming a 50:50 chance for the remaining mayors to win, 
only around 20% of the present mayors may be involved in the program. In other 
words, a firm commitment and reliable planning can only be expected after July 2007.  
 
Around 60% of all mayors expressed interest to avail of the offered loan and grant 
funds, mainly for rural infrastructure and to support villages through livelihood projects 
and (fruit) tree growing. 40% indicated that they would not borrow money at the offered 
rate at 9-11%, they had enough Internal Revenue Allotment (IRA) or they have already 
an outstanding loan to pay back (see Table 5-6).  
 
The average IRA of 14 analyzed municipalities was PHP 33 million, varying between 
PHP 23 million and PHP 40 million. From that 20% (average PHP 6.6 million) can be 
allotted for development projects and can be used as collateral for loans. The average 
additional tax base was PHP 4.8 million (collection efficiency only 50%, however). 
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Table 5-6: Interest Expressed by Municipal Mayors for Project Loans  

LGU Interest in project loans for 

Antique 

Tibiao Heavy equipment for road construction 

Sibalom Potable water and irrigation, farm to market road 

San Remigio Potable water and irrigation system 

Patlongon Potable water and irrigation system 

Pandan No interest in loan expressed 

Sebaste No interest in loan expressed 
Iloilo 

San Joaquin Cattle fattening, water system, fruit tree planting 

Nazuni, Dingle Water distribution system 

Maasin Bamboo Village, an ecotourism project 

San Dionisio Projects on behalf of PO if PO is not qualified to borrow 

Carles No interest in loan expressed 

Aklan 

Tangalan Interested in principle, but no idea what to finance yet 

Kalibo New sanitary land fill 

Malinao Rural road construction, but have already other loan 
Capiz 

Sapian Possibly for essential oil production 

Traciano, Dumarao Not interested 

Negros Occidental 

Candoni No interest in loan expressed 

Cauayan Has already an outstanding loan 

Kabankalan City No interest in loan expressed 

Ilog Has already an outstanding loan 

Negros Oriental 

Bindoy Like PHP 5 million loan/grant to support PO on reforestration 

Bayawan Interested in PHP 15 million to support households in 
conversion of sloping sugarland into rubber plantation 

Sibulan Rubber and fruit tree plantations 

Provincial Governor Rubber and fruit trees, eco-tourism 

 
The interpretation of the FS team is that presently only very few municipalities are 
willing to express their firm commitment to avail of a project loan (e.g. Bayawan in 
Negros Oriental). The main reason is the coming LGU election in May 2007, where 
80% of all mayors are expected to change. In order to increase interest and loan 
absorption capacity of LGUs, during the initial phase of the program an intensive 
information campaign must be carried out for the newly elected officials. The LGUs 
also need support in preparing project proposals and financing requests. It has to be 
considered that only measures included in the municipal development plan and agreed 
by the Sanguniang Bayan can be financed. Assuming that 20% or 26 out of the total of 
132 municipalities would be interested and eligible to borrow under the program and 
like to take loans up to 50% of their borrowing capacity (20% of IRA = average PHP 6.6 
million), they might avail of up to PHP 86 million (EUR 1.3 million) per year. 
 
 
5.2.4 People’s Organizations 

 
Origin and status of POs. Most of the 147 POs with CBFMA in the program provinces 
have been created in the years 1999 to 2002, to manage forestry plantations recently 
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established under ADB Loan I and II. They were organized by DENR under the CBFM 
program and received assistance in community organizing up to registration with the 
appropriate government agencies, mainly with the Security and Exchange Commission 
(SEC) or the Bureau of Cooperatives. DENR field technicians supported the PO’s in 
preparing framework plans for the CBFMAs and plantation establishment.  
 
On the average, a PO has around 100 members. Women are well represented. In the 
interviewed POs an average of 34% of all members are women. Many key positions 
like treasurers, secretaries and at times chairman or president are occupied by women. 
Only 10-30% of all village households are members of CBFM POs, however, mainly 
the people formerly engaged in contract reforestation (not only the social elites, but 
also average and many poor farmers). POs are non-stock associations, therefore there 
are no shares to be bought by members, but a membership fee is required. It is 
generally within the range of PHP 25 to PHP 100 per member, paid only once and non-
refundable. Projects or activities of the PO are usually funded through membership 
contributions collected on an ad-hoc basis. The average CBFMA area per PO member 
is 4.5 ha. 
 
If a PO is a cooperative or is converted into a cooperative, a member pays a 
membership fee from PHP 50 to PHP 100, depending on the provisions of the PO’s By-
Laws. A few may charge more than this amount. This amount is non-refundable and it 
goes into a common fund for organizational, operational or sunk costs of the 
cooperative. Under the existing Cooperative Laws of the Philippines a cooperative is a 
stock entity, therefore, each member buys shares of stocks and its by-laws require a 
minimum number of paid up stocks at the time of registration of the cooperative or at 
the time of membership acceptance. The par value of each stock ranges from PHP 1 to 
PHP 100. Table 5-7 provides an overview on the PO status per province. 
 
Table 5-7: Status of POs in the Program Provinces  
 

Province Associations Cooperatives Federations 

Aklan  18  4  1 

Antique  12  3  

Capiz  7  2  

Iloilo  15  3  2 

Negros Occidental  20  2  

Negros Oriental  56  1  1 

Total  128  15  4 

 
After termination of the contract reforestation, the POs received the final payment of 
around 10% and were mainly left to themselves. Due to the very tight budget situation 
of DENR, technicians visited the POs only occasionally. Only minimal assistance was 
extended to the POs in organization, management (especially financial management), 
business plan preparation for plantations or livelihood endeavors. It has been observed 
that often basic documents (registration certificates, minutes of meetings, payrolls) 
have been misplaced or scattered among PO officials, the POs had no meetings during 
the last three years or their finances have not been accounted.  
 
Of the 89 POs in the program area in Region 6, around 40 have tried to implement 
some livelihood projects. Only about 20% were considered successful, 80% failed 
because of various technical, management and financial reasons. 
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Loan absorption capacity of POs. Practically all subsidies to CBFM POs in the program 
provinces have been in the form of grants, they have little experience in accessing 
credit facilities. A few POs, however, have already availed of loan (and grant) packages 
from NGOs, such as Peace and Equity Foundation (Manila), NEDF and MUAD (both 

Negros), and Negros Women for Tomorrow. The loans varied between PHP 50,000 and 
PHP 500,000. One PO (Buswang, Kalibo) has already applied for a LBP loan but was 
turned down because of an insufficient business plan.  
 
Due to the connection of grant and loan funds, only POs eligible and willing to take a 
loan can also avail of grant funds. It is assumed that around 50 POs may participate in 
the program (50% of the total 140 POs or 70 may be eligible and committed to 
participate, finally 50 proposals may be approved). Based on the field survey an 
average loan amount of PHP 500,000 per PO can be expected. So the overall 
absorption capacity is estimated at 50 x PHP 500,000 or PHP 25 million (EUR 
385,000), less than 10% of the offered loan. Since loans and grants have to flow 
together, POs may thus only be able to access 10% of the grant funds unless the 
respective municipality takes the package and passes on the grant to POs. It appears 
very unlikely, however, that LGUs will pass on only the grant portion to POs, it may 
rather be a mix of grant and loan funds like in the CBRMP. 
 
Most of the interviewed POs desire to obtain loan and grant funds under the program. 
Their willingness is very high because they see this as an opportunity to obtain funds to 
undertake livelihood projects. At present only very few would be eligible for a LBD loan, 
however, since they do not meet the formal requirements like a recent audit of finances 
and viable business plans. The FS team sees good chances to make 50 to 70 POs 
eligible for LBP financing through capacity building, support in documentation and 
auditing, identification of viable business options, preparation of sound business plans 
and financing requests. This applies only to POs with no negative loan history, known 
loan defaulters cannot be assisted.  
 
POs can take a loan directly from LBP if they are found eligible. Under certain 
circumstances (e.g. the WB CBRMP with funding via the MDFO) POs can also borrow 
money from LGUs, but this is rather the exception. In both cases DENR involvement in 
program planning and implementation is assured since DENR representatives sit in the 
Screening Committee and are involved in project selection. Besides, DENR has to 
approve forest management plans and all activities on forest land like utilization, 
reforestation etc. and provide extension service.  
 
Although many POs still need substantial capacity building before being eligible for a 
loan, some “early starters” could already apply within the first 2 years. They meet the 
criteria security of tenure, implement projects successfully, hold regular BOD meetings, 
have support of the LGUs, sufficient natural resources, and are development minded. 
Their names are written in italics in Table 5-8, illustrating the overall interest in program 
loan/grant funds. It is obvious that all POs will only borrow for projects which earn 
enough income to pay back the loan (i.e. not for forest plantations). 
 
Equity concerns. As mentioned above only 10-30% of all villagers are members of POs 
with CBFMA. In most cases these are the families involved in contract reforestation 
before, who have planted and maintained the trees. It has to be accepted that these 
will also be the beneficiaries if it comes to forest utilization. For new plantations and 
livelihood projects under the program, however, additional members shall be accepted 
to spread the benefits more equally. The field surveys showed that most PO members 
are poor and average farmers. In some instances, however, it was observed that local 
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businessmen or politicians dominate the PO. Under the program special attention shall 
be given to equal and just distribution of benefits (one criteria for participation). 
 
Table 5-8: Interest expressed by POs for project loan/grant packages  

Province, 
municipality, PO 

PO interested to avail of loan/grant funds for 

Aklan 

Tangalan MPC1), ecotourism development in 5 ha botanical garden and 
2,000 ha for trekking, lending to members for livelihood activity 

Kalibo, Kalibo Save 
the Mangrove MPC 
Buswang  

Expansion of mangrove plantation/ecopark, microlending to 
members (interested in PHP 1 million) 
 

Malinao Improvement of road leading to the barangay 

Antique 

Tibiao Livelihood activities (livestock), potable water system 

Sibalom Potable water system, draft animals, cattle fattening, fruit trees  

San Remigio, 
Carawisan II Agro 
Foresters MPC 

Wood harvesting/processing, furniture making, fruit trees, 
livestock raising and fattening 

Patnongon, Patnon-
gon ISF Farmers 
Association, Inc.  

Livelihood activities, fruit trees, corn, rice and root crops, 
purchase of cargo and passenger vehicle 

Sebaste Furniture making 

Capiz  

Dumarao, Traciano 
Timberland Farmers 
Association 

Irrigation scheme, road improvement 

Sapian, MPC microlending to members for fish smoking, boneless bangus, 
oyster sauce, hog and goat fattening, rice retailing, fishing, fruit 
and vegetable production 

Pilar, Samahan ng 
Magbubukid ng 
Tabun-acan  

microlending to members who presently depend on TSKI 
(major MFI in Panay), for catching and selling fish, shrimps and 
crabs, fish processing, culture of green mussels and oyster 

Iloilo 

San Joaquin No PO, but barangay associations, MPC like to borrow for 
relending, peanut brittle making, has pending application for 
PHP 350,000 with the LBP. 

Dingle, Nazuni 
Development 
Cooperative (NDC),  

Agroforestry, fruit trees, expansion of training center, water 
distribution system 

Maasin, Katilingban 
Sang Pumuluyo Sa 
Watershed, Inc. (16 
barangays) 

Microlending to its member associations who in turn will lend to 
their individual members to support their livelihood activities 

San Dionisio PACEDA with CBFMA for livelihood projects, plus other 
cooperatives and fisherfolk associations willing to borrow for 
seaweed production, fishing gear 

Carles, MAKABATA 
(mangrove CBFMA) 

Fish fry culture, grouper culture, crab meat processing, fishing 
gear, other barangay association for water system, tractor, 
thresher, rice trading, ecotourism  
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Province, 
municipality, PO 

PO interested to avail of loan/grant funds for 

Negros Occidental 

Candoni Gatuslao MPC for microlending to members to transform rice 
and corn farms into sugar cane farms, additional livelihood 
activities  

Cauayan Talagda PO, microlending to members for agricultural lively-
hood activities, rice, corn, peanut, bananas, bitter gourd, 
beans, vegetables 

Kabankalan City, 
Carol-an Tribal 
Community Asso-
ciation KATRICA 

KATRICA for wholesale market, irrigation facilities for vegetable 
growers, microlending 

Other MPC in barangay Balicaocao for microlending to 
members, multipurpose vehicle for villagers and tourists  

Ilog, Andulawan 
Fishermen’s 
Cooperative  

MPC, microlending for crab fattening, green shell and oyster 
production 
 

Negros Oriental 

Bindoy 
 

Earned enough own money to buy corn mill and other needs of 
the PO 

Bayawan Rubber plantation, fruit trees 
1)

 MPC multipurpose cooperative 

 
Alternatives to CBFMAs. Besides POs with CBFMA also farmers with individual land 
use rights on forest land (Certificate of Stewardship Contract or CSC, up to 7 ha per 
family,) can participate in CBFM. Most farmers are also organized in POs such as 
associations or cooperatives, but maintain their individual certificates. Some CSC have 
been aggregated to CBFMA, but most are still individual. In the program area around 
27,000 CSC have been issued under the ISF program, covering a total of 68,000 ha. 
Most ISF sites have already been devolved to LGUs (see Table 2-5). The CSC holders 
are also a potential target group for the program. They cannot avail individually of 
program support, but have to be members of POs or participate in a LGU project. 
 
Indigenous communities can obtain a Certificate of Ancestral Domain Title (CADT) or 
similar instrument covering forest and agricultural land (e.g. in Carol-an, Negros 
Occidental). These indigenous communities can also participate in CBFM. Another 
form of CBFM can be in the form of a co-management agreement between DENR and 
LGUs (where villagers are the ultimate beneficiaries) or possibly also in the form of a 
communal forest according to the Local Government Code. In the program area a good 
potential is seen for communal forests managed by an LGU, but the possibility has not 
been tried yet in Panay and Negros. If found acceptable and advisable (e.g. to include 
large forest and mangrove areas not covered yet by any tenurial instrument), the 
creation of communal forests may be supported by the program. Especially it has to be 
clarified if villagers can use forest products only for subsistence or are allowed to 
process and sell them. 
 
 
5.2.5 NGOs 

 
In Panay and Negros there are several reputable and experienced NGOs active in 
socio-economic and environmental development. Among them are the Peace and 
Equity Foundation, the Negros Economic Development Foundation (NEDF), the 
Negros Women for Tomorrow, and the Multi-Sectoral Alliance for Development 
(MUAD). They have a track record of over 10 years of successful work, including 
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cooperation with international agencies. The possible roles that these NGOs may play 
in the CBFMMP include (i) community organizing, (ii) capability building, (iii) 
microfinance conduits, and (iv) extension. 
 
Several socio-economic development NGOs in the program area are capable of 
providing these services, for a fee. As examples the 2 NGOs NEDF and MUAD shall 
be shortly presented. 
 
Negros Economic Development Foundation. NEDF was formed around 1970 by the 
Negrenses Missionaries. Its funds originally came from contributions and donations 
from Negros-based business companies, now also from other local and foreign 
sources. NEDF supports mainly livelihood improvement and natural resource rehabili-
tation, such as  

 livelihood assistance programs, food production, post-harvest facilities 

 agroforestry and mangrove development 

 capability building 

 microfinance helping 635 micro and small entrepreneurs 

 health related activities 
 
Multi-Sectoral Alliance for Development (MUAD). In the MUAD development process, 
micro-credit delivery is embedded in a program called IUDMP - Integrated Upland 
Development Program. This has the 4 components (i) technology development and 
extension, (ii) credit, (iii) marketing and (iv) capability building. 
 
MUAD has its own 16-hectare training complex in northern Negros. There farmer 
beneficiaries receive 5-day classroom and practical training in farming entrepreneur-
ship including farm and budget plans. MUAD employs 4 extension technicians and 2 
micro-credit specialists for extension and education. In addition, they have trained 25 
local key farmers as farming technicians. If needed they hire outside staff or specialists. 
MUAD offered to provide services also for the CBFMMP. 
 
The approach is to first support one-hectare pilot farms with groups of 5-10 neighboring 
farmers where the members actually prepare a farm plan and budget, learn improved 
farming techniques and how to handle credit. When the farmers feel they can manage 
on their own, then they can avail of loan funds for large-scale implementation. The loan 
proceeds are deposited in a bank account in the name of the farmer and the assigned 

technician. The farmer receives the loan proceeds based on the approved farm plan 
and budget. 
 
For marketing and loan repayment, MUAD has organized the Federation of Agricultural 
Resources Managers (FARM). It is composed of 10 POs, 2 market vendors and MUAD 

itself. FARM takes over the marketing for the participating farmers (products have to be 
delivered to pickup points). The farmer retains 50% of the sale, the other 50% are used 
for the amortization of his loan. MUAD charges 2% a month interest based on the 
diminishing balance. For livestock loan, it charges 1% a month on the diminishing 
balance. 
 
PROCESS Foundation Panay. The PROCESS Foundation has been involved in 
community organizing and M&E activities or several forestry sector projects in Panay. 
For more than 10 years the NGO has assisted POs in CBFM, socio-economic and 
livelihood projects. 
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USWAG Foundation. This NGO is based in Kalibo and has sustained partnership with 
the KASAMA multi-purpose cooperation (CBFMA holder) in its eco-tourism project in 
the Buswang mangrove area and its livelihood development assistance. 
 
Another NGO active in Region 6 is OIDCI, which has provided good assisting 
professionals in support of the Maasin watershed sub-project under the JBIC Loan 2 
program.  
 
 
5.2.6 Initial Core Sites for Program Implementation 
 
Based on site selection criteria, willingness and absorptive capacity the following LGUs 
and POs have been identified as possible early starters: 
 
Table 5-9: Possible Initial Core Sites for Program Implementation  

 

Province Municipality LGU PO 

Aklan Kalibo - KASAMA MPC 

 Malinao - Osman MPC 

 Tangalan Tangalan Panayakan MPC 

Antique Patlongon Patlongon P. ISF Farmers Ass. 

 San Remigio San Remigio Carawisan II MPC 

 Sebaste - PO ADA (?) 

 Sibalom Sibalom Sibalom PO (ISF) 

 Tibiao Tibiao TUPA (if reinstated) 

Capiz Dumarao - Traciano TLF Ass. 

 Pilar - Tabun-acan PO 

 Sapian Sapian Sapian MPC (ISF) 

Iloilo Carles - MAKABATA 

 Dingle Nazuni Nazuni NDC MPC 

 Maasin Maasin KAPAWA  

 San Dionisio San Dionisio PACEDA 

 San Joaquin San Joaquin MPC (no CBFMA) 

Negros Occidental Candoni - Gatuslao MPC 

 Cauayan - Talagdan SONFOPA 

 Ilog - Andulawan Coop 

 Kabankalan - Carol-an KATRICA 

Negros Oriental  Prov. Government  

 Bayawan Bayawan Bayawan PO (?) 

 Bindoy Bindoy Bindoy PO (?) 

 Sibulan Sibulan  
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6 PROJECT CONCEPT AND MAJOR COMPONENTS 

 
6.1 Program Rationale 
 
The core problems identified in the program area are: 

 Depletion and degradation of forest and upland resources, lack of raw material, soil 
erosion, destructive flash floods and siltation of irrigation schemes during rainy 
season and lack of water during dry season, loss of biodiversity. 

 Destruction and over-utilization of coastal resources, especially mangrove 
ecosystems, leading to low income from fishery and aquaculture and increasing the 
threat to coastal villages through typhoons and high waves. 

 Low levels of food security due to sub-optimum yields of rice, corn and other crops 
on degraded upland soils and high levels of risk due in particular to the lack of 
reliability of irrigation sources. 

 Limited opportunities for generation of income either from forest products, cash 
crops, livestock, aquaculture or off-farm employment, due to limited capacity, skills 
and capital. 

 Poor household conditions in upland barangays due to the lack of drinking water 
systems, poor road networks, limited marketing possibilities. 

 Limited availability and sub-optimal use of productive resources such as land, labor, 
and capital. 

 The poor status of women who traditionally have to undertake tasks with high levels 
of drudgery and have few opportunities for earning cash incomes. 

 
The program will therefore focus on a balance of investments in sustainable natural 
resource management and poverty reduction. Special emphasis will be placed on 
increasing gender awareness and promoting the role of women in all aspects of 
program planning and management during implementation. 
 
Justification. The POs as main social actors in CBFM do not have the knowledge, 
capacity and resources to manage their forests, to improve the environment and to 
uplift their living conditions. Without the program most of the 140 POs with CBFMA will 
sooner or later loose interest in protecting and maintaining their forests, turn again to 
shifting cultivation or convert the plantations to crops like sugarcane (as already 
observed in Negros). The vicious cycle of environmental degradation and poverty will 
start again, after largely being stopped through the CBFMP. Presently the CBFMP is at 
the cross roads. If the existing POs fail and close down, it will be very hard to convince 
anybody to invest in forest rehabilitation and management. The CBFMP will be dead. 
So a program is highly justified to capacitate the POs to manage the forest resources 
(includes harvesting), derive benefits, access capital and implement viable livelihood 
projects. 
 
 
6.2 Program Goals and Purpose 

 
The program goal, as formulated in the Logical Framework (Appendix 1), is to 
contribute to the improvement of environmental conditions and reduction of poverty in 
Panay and Negros. 
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The immediate objectives of the program is to enable participating POs and village 
households to manage forests and mangroves sustainably, to adopt more sustainable 
and productive upland farming systems, to improve food security, income and living 
conditions and to improve access to markets. This will be achieved through a balanced 
program of investment in forest and mangrove management, rural infrastructure, 
natural resource based income earning activities, and capacity development.  
 
Following DENR’s and KfW’s strategic concepts, the CBFMMP shall follow a program 
approach. The Program shall be fully integrated in the national CBFMP. Not the 

afforestation of a few selected sites is the objective of the program, but the 
improvement of community based forest and mangrove management in the whole of 
Panay and Negros. This includes the improvement of legal and administrative 
framework conditions for CBFM, capacity building for all DENR staff in the program 
provinces involved in CBFM, and elaboration of forest rehabilitation models and PO / 
site selection criteria for general application throughout Panay and Negros.  
 
 
6.3 Project Components 

 
Four components/result areas were identified for inclusion in the program: 

 Rehabilitation of forests and mangroves and proper management through POs 
and/or rural households. 

 Introduction of livelihood options that increase income and contribute to sustainable 
forest and mangrove management. 

 Improve rural infrastructure in support of livelihood. 

 Capacitate all major stakeholders to plan, implement and monitor the program and 
support CBFM. 

The discussions with DENR, LBP, LGUs, POs and village households confirmed a 
strong demand for these components and allowed an indicative assessment of scope 
and quantity of the planned interventions. Before actual program and financing 
proposals have been prepared by eligible borrowers (financed through a package of 
loan and grant funds) and were accepted by the LBP, however, precise quantities 
cannot be determined. This shall be done during early stage of implementation when 
program packages and village development plans are agreed. 
 
As determined by the TOR for this FS, all measures shall be financed through a 
mixture of loan and grant funds, approximately in the ratio 40% grant and 60% loan. 
Capacity building and forestry measures should be financed from the grant, livelihood 
improvement and rural infrastructure primarily from the loan. The 4 program 
components shall be outlined in the following section. 
 
 
6.4 Forest / Mangrove Rehabilitation and Management 

 
6.4.1 Sustainable Management of Existing Forest Plantations 
 
Justification. In the 6 program provinces around 41,000 ha of forest plantations have 
been established. Many plantations are already 10 to 15 years old and need thinning 
respectively can already be harvested. Assuming an annual increment (bole volume 
below bark) of around 9 m3/ha (confirmed by the consultant through sample 
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inventories) on 41,000 ha, around 370,000 m3 could be sustainably harvested per year. 
At a log price of PHP 3,000 per m3 the tree farmers in Panay and Negros could earn as 
much as 1 billion Peso (gross income) annually, plus additional income from wood 
processing. This would dramatically boost the interest in forest management and 
improve the livelihood conditions in Panay and Negros. 
 
Objectives. Under the condition that the DENR will lift the logging ban in plantations 
(expected to be lifted in 2006), the program will therefore first demonstrate proper 
management of existing plantations (thinning, utilization and reforestation, appropriate 
silvicultural treatments, felling, yarding and sorting). This will create immediate tangible 
benefits for tree farmers and reinforce their interest in forestry. All interested POs with 
CBFMA shall be supported in the preparation of the required planning documents such 
as CRMF, 5-years Work Plan and RUP, until they receive their Resource Use Permit. 
In selected pilot CBFMAs thinning demonstrations shall then be carried out for 
plantations and used as training sites for other POs. In CBFMAs with mature 
plantations, based on the Resource Use Plan harvesting demonstrations shall be 
carried out (using labor intensive, low-mechanized techniques like carabao/water 
buffalo yarding). The POs will be trained in proper felling and yarding techniques (incl. 
adapted tools and equipment), sorting and pre-processing of the timber. Initially the 
harvesting shall be carried out with own resources from the POs. After they are 
convinced that the operation is viable, that DENR really allows timber harvesting and 
that they receive a good price, POs may be interested to apply for a loan for better 
logging equipment, draft animals or a tractor, a small sawmill, a kiln dryer or furniture 
making tools. 
 
Inputs. Technical assistance in the preparation of AWP and RUP through DENR 
technicians, consultants, other German-assisted projects and NGOs. Capacity building 
for DENR technicians and POs, technical guidelines for thinning operations, subsidies 
for demonstrations, cross-site visits, support in preparing business plans and loan 
requests for improved wood harvesting and processing, advice in reforestation of 
logged area (financed through parts of the timber sale). For thinning operations the 
POs might enter into working arrangements where the laborers could utilize the 
thinning removals in lieu of wages. 
 
Criteria and scope. The POs must be willing to contribute free labor to the preparation 
of planning documents (including forest inventory) and thinning/harvesting demonstra-
tions. Condition of these demonstrations is an approved RUP. Out of the 140 potential 
POs it is assumed that at least 100 are willing to prepare 5-year work plans. For each 
province 3-5 thinning and harvesting demonstrations are foreseen, depending on the 
number of CBFMAs, i.e. a total of 25 thinning and 25 harvesting demos of 1 ha each. 
The stands for thinning should be 5-10 years old, for harvesting at least 15 years 
(depending on species and site). 
 
Expected results. The preparation of 5-year work plans is the essential requirement to 
harvest forest products. The POs will be allowed to carry out thinning and harvesting 
operations in their CBFMA, basic steps in forest management. After seeing the 
demonstrations they are expected to continue large-scale implementation with little 
guidance and supervision. The sale of timber, poles and firewood will greatly increase 
income of the POs, will motivate them to continue protecting and managing their 
forests, and will attract others to invest in tree planting and forestry. The sure source of 
income may encourage them to apply for a loan to finance advanced harvesting and 
processing equipment. As a spin-off effect of an assured and increased wood supply, 
private entrepreneurs will invest in wood processing and create additional employment. 
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Marketing and necessary support measures. As mentioned in chapter 2.3.3, the 
present log production in the 6 program provinces reaches only around 26,000 m3 or 
merely 5% of the supply 20 years ago. Formerly the sawmills in the Western Visayas 
had an annual log requirement of 315,000 m3. The depletion of forest resources and 
the recent logging moratorium led to the rapid demise of the wood processing industry. 
As of 2006 only around 5 wood processing plants are left in Region 6. Lifting the 
logging ban for plantations and the controlled management and utilization would greatly 
increase investments in the ailing timber industry and create ready markets for 
plantation timber. A new plywood plant in Dumalag/Capiz has started operation in 2006 
and is looking for 4,000 m3 plantation logs annually.  
 
The exact market demand, buyers and the market-chain to the end consumers cannot 
be determined as of now. This depends on the individual situation and shall be 
addressed in the sub-project feasibility studies during program implementation. 
Especially it has to be assessed if additional processing and value-adding (sawmill, kiln 
dryer, furniture shop) will be technically and financially feasible for a specific PO. It is 
save to assume, however, that a much higher population in the region and in the 
Philippines will have at least the same timber demand as 20 years ago. The market will 
have the capacity to absorb all timber produced in existing plantations (and from 
additional up to 5,000 ha established under this program). In order to sustain the 
income from forest plantations, harvested stands have to be reforested after logging 
(preferably within one year).  
 
In anticipation of a significant increase in wood supply, the business community should 
be encouraged to establish local sawmills, kiln dryers and furniture shops. DENR 
restrictions on sawmills should be reviewed and supportive policies be prepared in 
time. In addition, market outlets and marketing channels for plantation timber should be 
secured early enough to cope with the expected large amount of wood.  
 
 
6.4.2 Forest and Mangrove Rehabilitation and Afforestation 

 
Four forest and mangrove revegetation models have been developed together with 
POs, DENR and LGUs, to suit the range of sites found and appropriate for program 
implementation. A summary of each model is given in this section. For detailed design 
information, site selection criteria, pre-conditions, cost calculations and monitoring 
criteria please refer to Annex 6.1 Forest Revegetation and Rehabilitation Models.  
 
It is intended that the people who plant (mainly PO members) shall also have the 
utilization rights. Since now additional areas will be established, also additional 
members should be admitted. Maximum areas limitations for households’ project 
involvement have been suggested to ensure that the number of beneficiary households 
is as large as possible while at the same time providing a meaningful level of operation 
and cash supplement (labor subsidy) to households. For solid plantations, a limit of 
3 ha per household and year is suggested (equal to 300 ha for an average PO), for 
enrichment planting and mangrove reforestation a limit of 5 ha. These area limitations 
per household build on the average surplus labor per household of approx. 250 to 350 
days potentially available for project inputs over the establishment period. The 
calculated labor subsidies would provide for approximately PHP 40,000 per household. 
Since none of the POs and households interviewed would be willing to take a loan (at 
12% interest and above) for forest rehabilitation and tree planting, these measures 
have to be financed out of the grant portion. Since the available grant is rather limited, 
also the area to be rehabilitated is limited (ca. 6,800 ha for all 4 models, see Appendix 
3 Table 5). This is less than the 17,660 ha originally proposed by the DENR, but the 
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maximum area possible under the proposed loan/grant financing. The 4 models and 
indicative area estimates are shown below. 
 

Forest rehabilitation / afforestation 
model 

Indicative area and main focus 

F1 Multi-purpose timber plantation with 
short and medium rotation species 

3,550 ha, focus on open areas within 
CBFMAs, CADT or co-management 
agreements 

F2 Enrichment planting with diptero-
carps and other long-rotation species 

1,500 ha, CBFMA with areas of residual 
natural forest 

F3 Rattan enrichment in natural forest 
and medium/ 

500 ha, CBFMA with areas of residual 
natural forest  

F4 Mangrove plantation / enrichment 1,200 ha, coastal zones in need of pro-
tection and/or environmental improvement 

 
In the past most plantations were monocultures of introduced species (gmelina, acacia, 
mahogany, eucalyptus). Although it is understood that farmers want a fast return on 
their investments (especially when they have to use a package of grant and loan 
funds), the risk of pests and diseases affecting monocultures remains real and 
potentially dangerous. Also, indigenous species often command a better price. All solid 
plantations (model 1) should therefore be mixed plantations, with both fast growing 
indigenous and exotic species. The enrichment plantings (model 2 and 3) will almost 
exclusively use indigenous tree and rattan species planted in residual natural forest. 
These 2 models are specially meant to invaluate degraded natural forest and to 
conserve biodiversity. In mangrove reforestations (model 4) a mixture of site-adapted 
local species and provenances shall be planted.  
 
6.4.2.1 Forest Rehabilitation Model 1  Multi-purpose Timber Plantation  

 
Justification. Only 40% of the CBFMAs have been reforested, 60% equal to 37,900 ha 
are mainly covered by unproductive shrubland and cogon grassland. They have been 
earmarked for afforestation for timber production and soil & water protection in the 
CRMF plan, but the POs did not have sufficient resources to do this. Many watersheds 
are barren, causing erosion, flash floods and sedimentation during rainy season and 
drought in the dry season.  
 
Objectives. The POs shall be supported to establish multi-purpose timber plantations in 
suitable/critical parts of their CBFMAs. This shall both improve environmental 
conditions (especially reduce erosion and increase water retention during heavy 
downpours) and provide additional income through wood and non-wood forest products 
(including food, medicine, fiber, fuel and fodder). 
 
Inputs. Assistance in afforestation planning, labor subsidies (for site preparation, 

planting, beating-up, weeding, maintenance and guarding), free seedlings and training / 
extension to establish solid tree plantations (3 x 3 m spacing) of site-adapted relatively 
fast growing trees (mixture of indigenous and exotic species).  
 
Criteria and scope.  

 Sites: Parts of CBFMAs, CSC, CADT or co-management agreements suitable for 
timber production or in need of soil & water protection. If no open parts can be 
found within the present CBFMA boundaries, also adjacent areas can be 
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afforested (provided that they will be officially included in the CBFMA before 
planting). No natural forest shall be cleared for plantations.  

 Species: for pre-dominantly timber production: mahogany, gmelina, fast-growing 

dipterocarps (white lauaan, bagtikan, mayapis, almon), narra, pagsahingin, 
calumpit, talisai, agoho, palosanto, carabdab, bas-an, magabatan and other 
suitable indigenous species, according to micro-site conditions and farmers’ 
preferences 

 For pre-dominantly watershed protection: trees and shrubs yielding useful non-
timber forest products such as fruits (artocarpus), medicines (banaba, dita, 
sambong, lagundi), flowers for essential oil (ilang ilang), fibers (tiliaceae family), 
fodder (camachile, malunggay, ipil-ipil), fuelwood (ipil-ipil, kakawate, sibukao, etc).  

 Seedlings: Seedlings shall be preferably produced in private backyard nurseries, 

near to the sites. Only seeds of know origin shall be used (local seed tree stands, 
certified imported seeds) 

 Design: Relatively open spacing of 3 x 3 meter, to encourage fast growth and 

reduce thinning costs. This spacing is close enough to allow crown closure after 3 
years and shade out weeds. 

 Scope: CBFMA and other tenurial instruments with open areas, in all 6 provinces. 
A total area of 3,550 ha is foreseen for this category under the program, an 
average of 70 ha per PO assuming 50 POs will participate. The suggested area 
limit per household is 3 ha. 

Besides, all POs who want to harvest mature plantations have also to reforest the 
logged areas again. Assuming an average rotation period of 20 years on 41,000 
ha, each year around 2,000 ha have to be reforested. For most reforestations the 
suggested model would be a suitable approach. 

 
Expected results. Reversed degradation through soil protection, more regulated water 
flow for irrigation schemes and drinking water supply, increased production of timber, 
poles and firewood, reforestation model to reforest harvested tree plantations. 
 
Marketing and necessary support measures. As mentioned under chapter 6.4.1, the 
demand for logs, poles and wood chips will increase significantly as soon as logging in 
plantations is allowed and the timber industry is investing again. Under the program a 
total of 3,550 ha of multi-purpose timber plantations shall be established, producing 
around 25,000 m3 logs annually. This would increase the total log production in the 6 
program provinces to 320,000 m3 annually or 65% of the former production. With an 
increased population the markets can absorb this amount easily. Buyers would be 
wood processing plants and furniture shops in Panay, Negros and Cebu.  
 
Before POs are interested in any new reforestation, first a positive legal framework has 
to be created (lifting of logging ban) and thinning/harvesting demonstrations in existing 
plantations have to be carried out. While waiting for the trees to mature, farmers shall 
be encourages to interplant the sites with transitional agroforestry crops (e.g. lemon 
grass, citronella and patchoulli for essential-oil extraction business). 
 
The biggest setback to the proliferation of good quality trees anywhere in the 
Philippines is the lack of good quality planting materials. There are two things the 
DENR can readily do to solve this problem: (i) set up a national system of collecting 
and tagging superior and plus trees as seed sources, and (ii) for applicable species 
help to obtain good quality clonal materials for propagation. 
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6.4.2.2 Forest Rehabilitation Model 2  Enrichment Planting  

 
Justification. Most remaining natural forests and wooded lands are degraded and not 
very productive, but still contain a very high biodiversity. Rather than transforming them 
into plantations or letting them deteriorate further, enrichment planting would both 
increase the value of the forest and thus the willingness of POs to protect them, and 
conserve biodiversity. 
 
Objectives. To enrich degraded natural forest and shrubland in CBFMAs with medium-
rotation, pre-dominantly indigenous timber trees. This shall transform unproductive 
stands into productive ones, raise medium-term income possibilities for POs through 
production of high-value timber and stimulate active management and protection. Most 
of the natural vegetation will be maintained, conserving the biodiversity of tropical 
rainforest ecosystems. 
 
Inputs. Assistance in management planning, labor subsidies (for site preparation, 
planting, beating-up, weeding, maintenance and guarding), free seedlings and training / 
extension to establish rows of high-value timber trees (spacing 10 m between rows, 
2 m within row).  
 
Criteria and scope.  

 Sites: Parts of CBFMAs, CSC or CADT covered with degraded natural stands and 

shrubland, lower and middle slopes with sufficiently deep soil, crown cover of large 
trees below 40%. 

 Species: Site-adapted dipterocarps (white lauaan, red lauaan, bagtikan, mayapis, 

almon) and other suitable indigenous species, mahogany (up to 30%) 

 Seedlings: Hardened dipterocarp wildlings according to availability, collected and 

raised by local farmers, other seedlings shall be preferably produced in private 
backyard nurseries, near to the sites. For mahogany only seeds of know origin 
shall be used (local seed tree stands). 

 Design: Planting in rows 1.5 m wide and 10 m apart, preferably east-west direction 

for optimal sunlight, spacing within row 2 m. Eligible natural regeneration on strips 
shall be maintained. 

 Scope: CBFMA and other tenurial instruments with natural forest, in all 6 

provinces. A total area of 1,500 ha is foreseen for this category, an average of 
30 ha per PO assuming 50 POs will participate. The suggested area limit per 
household is 5 ha 

 

Expected results. Conservation of natural forest stands, biodiversity conservation, 
increased production of high-value timber, poles and firewood. 
 
Marketing and necessary support measures. For enrichment planting mainly 
dipterocarps and mahogany shall be used, species very much in demand by the wood 
industry and highly priced. Buyers would mainly be furniture shops in the Western and 
Central Visayas. The FIRR for enrichment planting of high value species is even higher 
than for timber plantations (see Appendix 7.2), due to lower establishment costs and 
higher timber prices. The gestation period is longer, though, which may be a deterrent 
for farmers to invest. 
 
Indigenous tree species are presently covered by the logging ban. It will be difficult to 
determine the origin of local species, since they could also come from natural stands 
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outside the CBFMA. A solution has to be found to allow also the harvesting of 
indigenous species within CBFMAs, following the prescription of the RUP. Otherwise 
farmers will only plant exotic species. 
 
6.4.2.3 Forest Rehabilitation Model 3  Rattan Enrichment 

 
Justification. Rattan is a valuable non-wood forest product and very much in demand 
for furniture making. The original resources have almost been depleted, raw material is 
becoming scarce. Rattan needs preferably a stand of natural forest to grow, thus 
farmers will be encouraged to protect these natural stands for rattan production. Rattan 
has been chosen for enrichment planting since DENR and farmers have experience in 
rattan planting and suggested it (farmers showed no interest to plant nito or other 
climbers), it is very much in demand especially by the furniture industry in Cebu, has a 
high FIRR of 30% incl. family labor (more than timber plantation), has a relatively short 
gestation period of around 12 years and is easy to transport. 
 
Objectives. To enrich degraded natural forest (and possibly plantations with medium 
rotation) in CBFMAs with rattan. The non-destructive harvest of rattan canes shall raise 
income possibilities for POs and stimulate protection of natural forest. Almost all natural 
vegetation will be maintained, conserving the biodiversity of tropical rainforest 
ecosystems. 
 
Inputs. Assistance in management planning, labor subsidies (for site preparation, 
planting, beating-up, weeding, maintenance and guarding), free seedlings and training / 
extension to establish rows of rattan (spacing 5 m between rows, 2 m within row), 
making use of natural gaps.  
 
Criteria and scope.  

 Sites: Parts of CBFMAs, CSC or CADT covered with relatively open natural stands 

(preferred), also in protected watersheds, or plantations with medium-rotation 
species like mahogany (not gmelina or acacia), lower/middle slopes and valleys, 
with sufficiently deep and moist soils 

 Species: High-value rattan species like palasan 

 Seedlings: Hardened rattan wildlings according to availability (e.g. from Tabun-

acan in Capiz), collected and raised by local farmers.  

 Design: Planting in rows 1 m wide and 5 m apart, making use of existing gaps, 

preferably east-west direction for optimal sunlight, spacing within row 2 m. Eligible 
natural regeneration on strips shall be maintained. 

 Scope: CBFMA and other tenurial instruments with natural forest (or plantations 

which will not be harvested in the next 12-15 years), in all 6 provinces. A total area 
of 500 ha is foreseen for this category, an average of 10 ha per PO assuming 50 
POs will participate. The suggested area limit per household is 5 ha. 

 

Expected results. Conservation of natural forest stands, biodiversity conservation, 
increased income generation through production and sale of rattan canes 
 
Marketing and necessary support measures. The Philippine rattan resources have 
largely been depleted. The furniture industry has difficulties to obtain enough raw 
material, especially large diameter palasan poles. Prices increased from PHP 40 to 
PHP 80 per pole within a few years. The rattan furniture industry is concentrated in 
Cebu. Prices there are much higher than elsewhere. The POs have to be supported in 
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establishing marketing links with buyers in Cebu, eventually also in joint marketing and 
shipping of canes in containers to Cebu. 
 
6.4.2.4 Forest Rehabilitation Model 4  Mangrove Plantation / Enrichment 

 
Justification. The natural mangrove stands have largely been converted into fishponds 
or cut for firewood. Large parts of the coastline are thus exposed to high waves during 
typhoons and damages to villages, fishponds and farmland. Besides, the spawning 
grounds for fish and crustaceans have been destroyed, resulting in declining harvests. 
Many coastal villages have realized the problems and want to rehabilitate their 
mangrove areas, but lack the knowledge and resources.  
 
Objectives. To reforest barren stretches of former mangrove areas along the coast as 
protective buffer strip, to reduce wave damage to coastal villages, to improve spawning 
grounds for fish and crustaceans and to increase production. In some sites also eco-
tourism shall be promoted.  
 
Inputs. Assistance in receiving tenurial rights, management planning, labor subsidies 
(for site preparation, planting, beating-up, maintenance and guarding), free seedlings 
and training / extension to establish solid plantations, buffer strips 50 m wide or to 
enrich open stands of mangroves (spacing 2 x 2 m).  
 
Approach and scope.  

 Sites: Lagoons, coves and bays, mud/sand flats not directly exposed to high 
waves, in need of protective measures or ecological improvement, preferably 
already with tenurial instruments (otherwise security of tenure has first to be 
obtained). 

 Species: A range of site-adapted local species such as Rhizophora apiculata, R. 
micronata, R. stylosa, Avicennia, Sonneratia. Rhizophora is not a pioneering 

species and should not be planted in mud- and sand-flats that are directly facing 
the open sea. Instead, pioneering mangrove species such as Avicennia should be 
used in such situations. 

 Seedlings: Locally collected propagules, under difficult conditions (areas exposed 

to the sea), propagules potted and hardened in nurseries shall be used for better 
survival. 

 Design: Planting at a spacing of 2 x 2 m, either as solid plantation, 50 m wide 

buffer strip or in gaps of degraded mangrove sites (crown cover below 40%). 

 Scope: Coastal areas especially in Capiz, Iloilo, Aklan and Negros Occidental (but 

also in Antique and Negros Oriental if requested and justified). A total area of 
1,200 ha is foreseen for this category. The suggested area limit per household is 5 
ha 

 
Expected results. Less damage to coastal villages through high waves, increased 
production of fish and crustaceans, improved livelihood in coastal communities. 
 
Viability and necessary support measures. The benefits from mangrove rehabilitation 
are mainly indirect, but the mentioned impacts like protection against high waves and 
higher fish and crustacean production make it viable for coastal barangays. Hardly any 
of the proposed mangrove rehabilitation sites is covered by tenurial instruments, 
however. Before any reforestation measures can start, the participating farmers / 
fisherfolks have to be supported to obtain security of tenure. This can be a CBFMA 
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(may take 1 - 2 years) or a co-management agreement with DENR and LGU (may be 
faster and better adapted to mangrove management, which does not yield much direct 
financial benefits). 
 
Additional inputs following the Guimaras oil spill. After termination of the FS field work 
the sinking of an oil tanker off Guimaras caused a massive oil spill affecting also the 
coasts of Iloilo and Negros Occidental. Several hundred hectares of mangroves have 
been polluted/damaged and may possibly die. Many inhabitants of coastal barangays 
lost their livelihood basis. It has to be seen how the situation developes until end of 
2007/early 2008 when the CBFMMP will start. The mandate of this program includes 
specifically rehabilitation of mangrove ecosystems and support to mangrove-based 
livelihood activities. For sure also mangrove sites affected by the oil spill may be 
eligible for program support. It is suggested to carry out a situation analysis right at the 
start of the program and assess, in which way the CBFMMP can help best to 
rehabilitate damaged mangroves and improve the livelihood situation of the affected 
population. 
 
 
6.5 Improvement of Livelihood Options 

 
The main focus of the livelihood component will be to improve the income earning 
capacity of poor households in the program area through advisory support, training, 
extension and provision of primarily loan funds. Based on the experience of the WB 

Community Based Resource Management Project, which also provided a mixture of 
loan and grant funds to LGUs, it takes more than a year until the potential borrower is 
fully aware of the program terms and conditions and can prepare an eligible package of 
program measures for funding. It is suggested, therefore, to use the first 2 program 
years for awareness campaigns, careful market analysis, preparation of micro 
feasibility studies and capacity building for POs to become eligible for LBP borrowing, 
and to prepare livelihood project proposals acceptable to LBP. Only after the first one 
or two years the actual demand for livelihood support and the specific details of 
suggested projects can be quantified. Therefore in this report no “off-the-shelf” sub-
projects shall be presented, but promising options which shall be further studied during 
program implementation. 
 
The analysis of available and potential markets and buyers will be of special 

importance for specific options. In this program feasibility study only a general 
assessment for selected options is possible. For specific locations and finally selected 
livelihood options and products detailed sub-project feasibility studies have to be 
carried out, to identify concrete markets and buyers. At that stage also the marketing 
chain to the end consumer shall be analyzed and the income opportunities for each 
segment of the marketing chain evaluated. This helps a PO e.g. to decide if it is better 
to buy a truck and deliver the vegetables to a central market or to sell to traders. 
 
The livelihood options presented in this FS are only meant to be examples. They are 
not exhaustive, other options can be included under the program if requested by the 
participants. Livelihood endeavors to be supported by the program can also include 
measures not directly linked to forest and mangrove management. In fact the options 

shall be left largely open, be demand-driven and encourage the spirit of “self-selection”. 
During the initial implementation phase, a set of conditions, criteria and requirements 
shall be defined to qualify for program support, e.g. who can participate, environmental 
impact criteria and poverty alleviation criteria. 
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Target group. Livelihood subprojects are meant to improve the incomes of POs with 

CBFMA participating in forest rehabilitation and their members (in case the PO avails 
of the loan/grant package). In the case of improving the incomes of POs it is expected 
that the proposed activity will provide the opportunity for individual members to also 
improve their livelihoods by supplying the basic inputs for the PO activity. Conversely, 
livelihood activities proposed for individual members (usually households) are likely to 
have benefits for POs in that they provide opportunities for processing or collective 
marketing of produce.  
 
In case a municipality will avail of the financing package, the whole population, 
selected barangays or POs may potentially participate in the program, depending on 
the decision of the LGU.  
 
It has to be kept in mind that LBP does not lend to individual farmers. So only farmers 
whose PO or LGU avails of a loan/grant package from the program can participate in 
livelihood projects! 

 
Livelihood options. Under the program the following 3 broad livelihood categories shall 
be supported: 

 Processing and marketing of forest and agro-forest products 

 Improvement of upland agriculture 

 Mangrove related livelihood options 
 
In the following sections the processing and marketing livelihoods, represented by 
wood processing and the production of virgin coconut oil, are well suited to POs and 
cooperatives, while at the same time offering households the opportunity to earn 
additional income. The agroforestry and agriculture livelihoods – multi-storey fruit 
orchards and abaca – and mangrove livelihoods – crab fattening, grouper raising, and 
oyster raising – are specifically suited improving the welfare of individual households, 
but at the same time offer opportunities for the POs to become involved in collection, 
processing and/or marketing of the raw products. Since all suggested livelihood 
activities generate income, they shall be financed through a package of 2/3 loan and 
1/3 grant, plus 20% equity from the LGU or PO.  
 
 
6.5.1 Processing and Marketing of Forest and Agroforest Products 

 
6.5.1.1 Processing and Marketing of Wood and Non-Wood Forest Products 
 
Justification. The POs will loose a large part of the potential income from forest 
resources if they only sell the raw material. Value-adding will create additional income 
to POs and members. Several surveys (e.g. DENR/FAO survey of CBFM operations 
2003, CIFOR 2006) judged processing and marketing of forest products as one of the 
most successful and sustainable livelihood endeavors of POs. It creates direct benefits 
from CBFM and encourages sustainable management of forestry and agroforestry 
resources. 
 
Objectives. To obtain higher prices for forest products through joint marketing (bigger 
volume), optimal sorting and further processing, e.g. lumber production, kiln drying, 
furniture making, mat and basket weaving 
 
Inputs. Assistance in forming federations of CBFM POs, facilitating contacts to buyers, 
market analysis and business plan preparation for small sawmills, kiln dryers, furniture 
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shops or handicraft cottage industry, assistance in preparing financing request to LBP, 
technical and management training in cooperation with DTI and other specialized 
organizations. 
 
Criteria and scope. POs with sufficient wood or non-wood (rattan, bamboo, nito) 
resources, eligible and willing to take a loan/grant package from LBP. Sufficient loan 
funds are available for 50 POs or more. A mini sawmill costs around PHP 500,000 
(production 2,500 bft (6 m3) per day, a kiln dryer with 2,500 bft capacity PHP 350,000, 
the buildings PHP 350,000. According to CIFOR (2006), market prospects in the 
Visayas for wood products are very good. For any mini-sawmill a detailed business and 
investment plan shall be prepared together with interested POs. Additionally a manual 
sawdust charcoal briquettor may be installed, production 25 kg/h, cost PHP 15,000. 
 

Expected results. POs are capacitated to get the maximum value from forest products, 
can access loan funds and operate small wood industries. 
 
Marketing and necessary support measures. The wood processing industry in Panay 
and Negros avails only of a few percent of its former capacity. Lifting the logging ban 
for plantations and the increase of timber supply will create very favourable conditions 
for the wood industry to expand and upgrade. The regional and national demand for 
wood products (especially kiln-dried sawn timber and furnitures) is increasing. This 
future economic environment will create viable opportunities for POs to operate small 
and medium-size wood processing plants, to add value and to market their produce. 
Large or complicated plants are better run by private enterprises. Arrangements with 
DTI, TESDA and CFIP-IFMA for technical advice and training, and contracting of 
specialists and NGOs shall help interested POs to prepare specific business plans. 
 
6.5.1.2 Processing of Agroforestry Products – Example 1 Virgin Coconut Oil 

 
Justification. Virgin coconut oil (VCO) production is a rapidly growing activity in the 
Philippines and is well suited to small to medium-scale production using fairly basic 
technology. As such it is an activity that can be readily adopted by POs as a means of 
increasing the incomes of their members and can be expanded if the operation proves 
successful.  
 
Objectives. Value adding in agro-forestry production, additional income for POs and 
members, reducing the pressure on surrounding forest land  
 
Inputs. Technical assistance in business plan preparation and financing proposal, loan 
and grant funds, extension support during implementation. 
 
Criteria and scope. VCP production, at its simplest level requires a small factory for all 
operations, a presser, grater and other miscellaneous equipment. For operation the 
factory will need an adequate supply of nuts, assumed to be 200/day of operation. A 
labor complement of 1 factory manager (PHP 400/day), 1 factory supervisor (PHP 
300/day) and 5 factory workers (PHP 100/day) should be sufficient to operate the 
factory.  
 
Expected results. VCO is sold at a price of PHP 500/litre. During a full year of operation 
(200 days) the factory can produce 2,000 liters of VCO with a gross value in excess of 
PHP 1.0 million. Details of the model, which assumes 150 operational days in year 1 
followed by 200 operational days in successive years, are shown in Annex 7. 
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Marketing and necessary support measures. The national and international demand for 
VCO for health products is rapidly increasing. According to the Philippine International 
Trade Corporation, VCO is one of the most promising agricultural exports. The main 
buyer is the Philippine Coconut Authority. Just recently also private companies have 
started to buy VCO and to export it to various countries. Close coordination with the 
Philippine Coconut Authority in planning and operation of VCO plants is a must, 
especially for marketing. 
 
6.5.1.3 Processing of Agroforestry Products – Example 2 Abaca Fibers 
 
Justification. Abaca fibers are very much in demand, since anti-pollution laws in 
industrialized countries (esp. Europe and Japan) are encouraging a shift form the 
use of synthetic-based materials to biodegradable fibers. Since the fiber can be 
stripped from the harvested plants in the field and the amount of material that 
needs to be carried to the collection point is limited, abaca fiber production is also 
viable in remote areas without road access. The production of abaca fibers in the 
program provinces is still low, however, due to continuous use of unidentified and 
low-yielding varieties, and insufficient technical knowledge.  
 
Objectives. To increase agroforestry production and value-adding in CBFMA, providing 
additional income to POs and members. 
 
Inputs. Information campaigns, cross-site visits, assistance in landuse planning, 
preparation of business plan and financing requests, provision of loan/grant funds for 
planting and fiber processing, extension during project implementation.. 
 

Criteria and scope 

 Sites: Open stands of natural forest in CBFMAs, lower and middle slopes 

 Seedlings: virus-resistant suckers of site-adapted high-yielding abaca varieties 

 Design: interplanting of open forest stands at spacing 2.5 x 2.5 m 

 Scope: Primarily for POs and their members involved in CBFM, but also for other 

LGUs and coops willing to borrow money for abaca growing and fiber processing, 
demand for several hundred hectares in all 6 provinces. 

 
Expected results. At an average fiber price of PHP 35/kg, the gross income from abaca 
increases from PHP 12,600/ha in year 2 to PHP 50,400/ha in year 5 and thereafter. 
 
Marketing and necessary support measures. The demand for abacca fibres has 
increased significantly in recent years. Buying centers in Iloilo and Bacolod indicated 
they could market much more than the present supply. The participants in the abacca 
marketing system are the farmer, the barangay assembler (can be the PO), the 
municipal assembler and the processor. A study in Davao showed that the barangay 
assembler makes around 60% profit on his margin, the municipal assembler around 
20%. This indicates that it will be profitable for PO members to market abacca fibres 
through their PO directly to municipal assemblers. In any aspect of sub-project 
planning and implementation (especially marketing), the close coordination with the 
Fiber Industry Development Authority (FIDA) is recommended. This includes training in 
fibre processing and grading.  
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6.5.2 Improvement of Agroforestry and Upland Agriculture 
 

The objective of the Upland Agriculture/Agroforestry component will be to promote a 
change in the farming system from unsustainable rainfed annual cropping to 
sustainable perennial cropping. For this change to be successful the program must 
ensure the upland farmer achieves his priority of food security for his family. This shall 
be achieved through dualistic farming. The term means the farm holding has 2 distinct 
(i.e. dualistic) operations: (i) an area of intensive food production on suitable small farm 
patches and high-value vegetable beds, and (ii) plantations of perennial crops and 
multi-storey tree orchards on slopes and other sites not suitable for arable farming. 
This way intensive labor and fertilizer inputs are concentrated on small productive 
patches suitable for long-term cultivation and achieve food security, while less suitable 
or erosion prone areas are planted to bananas and fruit trees (or rubber) for cash 
income. This approach was developed by the EC-assisted Mindanao Upland 
Development Project and has been implemented by farmers on several hundred 
hectares. Planting locally available high yielding variety seeds and using chemical 
fertiliser has reduced the area and labor needed to cultivate corn for home 
consumption by 80-90%. This released land and labor for planting the steep slopes 
with tree crops or for vegetable production and increased the annual cash income of 
farmers by an average of PHP 12,600.  
 
Under the program the following options to improve agro-forestry and upland 
agriculture shall be promoted: 

 Multi-storey fruit orchard 

 Coconuts intercropped with fruit trees 

 Corn patch 

 Raised vegetable beds 
 
6.5.2.1 Multi-Storey Fruit Orchards  

 
Justification. Unsustainable rainfed annual cropping in the uplands is the main reason 
for soil erosion, land degradation and disturbed water balance. Diminishing returns 
from their degraded fields drive farmers into poverty and increase the pressure to clear 
new forest land for agriculture. Experience from other projects (EC Upland Develop-
ment Project Southern Mindanao) has proven that multi-storey fruit orchards (including 
bananas) produce higher long-term income on slopes than arable farming, while 
conserving soil & water. 
 
Objectives. Reduce soil erosion and land degradation on upland slopes, increase 
farmer incomes through fruit production. 
 

Inputs. Information campaigns, cross-farm visits, assistance in farm planning, 
promotion of on-farm demonstrations, assistance in market studies and preparation of 
business plan and financing requests, provision of loan/grant funds, extension during 
project implementation. As the soil has been depleted of any nutrients by long-term 
cultivation of annual crops inorganic fertilizers will be needed for the first few years until 
the trees have well-established root systems. 
 
Criteria and scope.  

 Sites: Upland sites on forest land used for planting annual crops or sugar cane 

 Species: Banana, mango, guayabano. rambutan, lanzones, jackfruit, durian and 

others, selected according to climate type, micro-site conditions and local market.  
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 Seedlings: Grafted seedlings from commercial nurseries, if possible also from 

farmer nurseries 

 Design: Fruit trees shall be spaced 8 x 8 m to 10 x 10 m, depending on species, 

interplanted with bananas 

 Scope: Primarily for POs and their members involved in CBFM, but also for other 

LGUs and coops willing to borrow money for fruit tree growing, demand for several 
thousand hectares in all 6 provinces. 

 
Expected results. Reduced soil erosion on upland slopes, increased long-term income 
for farmer households, financial gross margin from fruit tree growing starting in year 5 
with PHP 6,000 per ha to PHP 80,000 per ha in year 10 
 
Marketing and necessary support measures. The increasing population and 
international demand boosts the sale of fruits like mango and bananas (mango sale 
increased by 7% from 2003 to 2004, banana by 3.6% annually for the last 15 years). 
After meeting international quality standards (especially for pesticide residues) the 
export has substantially increased. According to a study by the Visayas Chamber of 
Mango Industry, 81% of mango growers are currently into export. The study also 
shows that there are 113 major mango traders in the Central Visayas, potential buyers 
also for mangoes produced under the CBFMMP. In the Visayas there are also 11 
mango processing plants (dried mangoes, juice, mango concentrates), with production 
increasing annually between 25% and 49%. Mango processing is reportedly constraint 
by the lack of supply and low quality. The demand for processed bananas (chips) is 
estimated to increase by 10% annually. For sub-project planning, implementation and 
marketing of fruits, close coordination with the DA, the Visayan Chamber of Mango 
Industry and other relevant organizations will be required.  
 
The marketing of fresh fruits is mainly through traders/agents who buy the produce 
from farmers. Often the farm-gate price does not cover the farmer’s production costs, 
and traders along the supply chain add substantial margins (30% to 100% of the farm-
gate price). A marketing study from Mindanao shows, however, that only 15-20% of the 
traders’ marketing margins are attributable to profits. So direct marketing by POs or 
farmer groups to processors or assembly centers may sometimes but not always be 
the better option. The sub-project feasibility studies shall assess this on a case-to-case 
basis. 
 
6.5.2.2 Improvement of Existing Coconut Plantations 

 
Justification. Statistics show that 90% of coconut farmers live below the poverty line. 
Low coconut production in the program provinces can be attributed to the senility of 
coconut trees and widespread use of poor or low-yielding varieties (only half those of 
hybrids). Inadequate intercropping of coconut lands contributes to low incomes per 
hectare. 
 
Objectives. This model aims to improve incomes from existing coconut plantations by 
gradually replacing old trees with high yielding hybrid coconut varieties, intercropping 
fruit trees and bananas, and introducing moisture-stress avoidance strategies.  
 
Inputs. Information campaigns, cross-farm visits, assistance in farm planning, 
promotion of on-farm demonstrations, assistance in market studies and preparation of 
business plan and financing requests, provision of loan/grant funds, extension during 
project implementation.  
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Criteria and scope.  

 Sites: Existing coconut plantations and adjacent sites on A&D land (no promotion 
of coconut plantations on forest land). 

 Species: Hybrid coconuts like Malayan Dwarf, intercropping with banana, 
guayabano. rambutan, lanzones, jackfruit, durian and others, selected according to 
climate type, micro-site conditions and local market.  

 Seedlings: Hybrid seedlings from PCA 

 Design: Hybrid coconuts 5 x 12 m, fruit trees 8 x 8 m, bananas planted in spaces 
between trees. 

 Scope: Primarily for POs and their members involved in CBFM, but also for other 

LGUs and coops willing to borrow money for improving coconut plantations, 
demand for several thousand hectares in all 6 provinces. 

 
Expected results. Increased long-term income for farmer households, financial gross 
margin from improved coconut production starting in year 3 with PHP 9,000 per ha to 
PHP 47,000 per ha in year 8, plus income from fruit tree intercropping of approx. 
PHP 40,000 in year 10. 
 
Marketing and necessary support measures. As the price of copra is a major factor in 
the viability of coconut growing, a key recommendation is for farmers to diversify the 
use of coconuts. Presently the copra price has increased, but also the processing of 
VCO (value adding, see above), fibre production and charcoal making, as well as 
handicrafts, are suggested. For copra, the marketing chain consists of the copra 
producer, the barangay assembler, possibly a municipal/provincial assembler, and the 
processor. In case the processing is undertaken by the PO, a close coordination with 
the Philippine Coconut Authority is foreseen. Besides, the PCA can also supply hybrid 
coconut seedlings. 
 
6.5.2.3 Increase Food Security: Example Corn Patch 
 
Justification. The corn patch intervention has the potential to be one of the most 
effective ways to reduce poverty and environmental degradation in the uplands. It 
makes extremely efficient use of land and labor to achieve household food security. A 
0.2 ha corn patch can achieve the annual food security target with only 33 days work 
over two harvests, and P4,160 worth of hybrid seeds and fertilizer. The 0.8 ha of land 
not used for corn could be planted with bananas and fruit trees. The traditional method 
on 1.0 ha, required 267 days work to achieve the same food security target. 
 
Objectives. The corn patch is seen as a temporary measure to ensure the household ’s 
food requirements until the bananas, fruit trees and coconuts are generating income. 
Once that happens it is expected the corn patch will be planted with the more lucrative 
bananas and fruit trees (based on experience from the EU Upland Development 
Program Southern Mindanao). 
 
Inputs. Information campaigns, cross-farm visits, assistance in farm planning, 
promotion of on-farm demonstrations, assistance in market studies and preparation of 
business plan and financing requests, provision of loan/grant funds, extension during 
project implementation. Mineral fertilisers can be replaced by manures and composts in 
exceptional cases only. There are simply not enough nutrients in the available organic 
matter to sustain a vigorous crop vegetation. 
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Criteria and scope.  

 Sites: 0.1 - 0.25 ha of flat to very gently sloping land on CSC or individually 

allocated lots within a CBFMA 

 Species: Hybrid corn seeds, alternatively hybrid rice seeds if site allows. Farmers 
are encouraged to plant monggo beans or peanuts a month before the corn is 
harvested, to benefit from any residual fertilizer in the soil and, being nitrogen 
fixers, will have some beneficial effect on the soil. 

 Scope: Primarily for PO members involved in CBFM, but also for other farmers if 

their LGUs or coops are willing to borrow money for improving upland agriculture, 
demand for several hundred hectares in all 6 provinces. 

 
Expected results. Experience elsewhere in the Philippines (Mindanao) has indicated 
that farmers can obtain all of the corn required consumption by the average household 
from intensive production of hybrid corn on 0.2 ha of double-cropped land. This will 
also leave a substantial amount of labor for other activities and 0.8 ha of land that can 
be interplanted with bananas for early income and other fruit trees for longer term 
income. A 0.2 ha hybrid corn patch is expected to produce 0.6 - 1 t of corn per crop 
with gross margin of PHP 5,675 including the cost of family labor and PHP 7,415 
excluding the cost of family labor (Annex 7). However, this crop requires the use of 
substantially more fertilizer. Since other crops like bananas give higher returns than 
corn, there is little danger that farmers will expand corn production beyond their 
subsistence needs. 
 
6.5.2.4 Intensive Production of Vegetables on Permanent Raised Beds 

 
Justification. Gardening has been the traditional solution to the problems facing 
permanent cultivation in the uplands throughout the humid tropics. Provided markets 
are available, vegetable gardening is a good way for upland farmers to generate quite 
considerable income from very small areas with a little labor. Properly managed raised 
garden beds can produce 1.4 to 2 times more vegetables per square meter than 
ordinary beds. 
 
Objectives. To intensify sustainable cultivation on suitable plots and relief pressure on 
the upland slopes, increase farmer income 
 
Inputs. Information campaigns, cross-farm visits, assistance in farm planning, 
promotion of on-farm demonstrations, assistance in market studies and preparation 
of business plan and financing requests, provision of loan/grant funds, extension 
during project implementation. There is a high demand for tomatoes but farmers 
say growing tomatoes is difficult because heavy rain damages the flowers. The 
model for vegetable production includes erecting a frame with plastic mosquito 
screening over the tomato beds to convert the raindrops into a fine spray.  
 
Criteria and scope.  

 Sites: Small sites of around 100m2, can be on terraces on steep slopes 

 Species: Mix of high value vegetables, such as tomatoes, sweet peppers, egg 

plants and ampalaya. 

 Scope: Primarily for PO members involved in CBFM, but also for other farmers if 

their LGUs or coops are willing to borrow money for improving upland agriculture, 
demand for several hundred hectares in all 6 provinces. 
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Expected results. Gross income of around PHP 30,000 from 100 m2 through vegetable 
production. 
 
Marketing and necessary support measures. Studies from Mindanao showed that 
tomatoe production and marketing through retailers is profitable and efficient for the 
farmer. The retailer sold the tomatoes with a margin of 60%, his profit accounting for 
77% of the margin (not considering losses through spoilage). The main marketing 
problem is that tomatoes are susceptible to bruising and spoilage. In case a PO 
considers direct marketing, proper packaging will be vital. Vegetable production and 
marketing will strongly benefit from infrastructure measures like road improvement and 
village whole-sale market. Like for any marketing of agricultural products, farmers have 
to coordinate production and marketing (economy of scale) to achieve a better 
bargaining position and higher prices. This will be best done through their PO.  
 
6.5.2.5 Strategies in Getting Innovations Adopted 

 
No risk-averse upland farmer will abandon the practices which have enabled him to 
survive thus far, without being totally convinced the new measures will succeed. 
Awareness of the technology is best spread by getting groups of interested farmers to 
agree to set up a trial on the farm of one of their group. These demonstrations shall 
function as start-up projects and be grant financed (included under 5.3 in the Cost and 
Finance Table). Selecting the right contact farmers is the key to successful introduction 
of innovations. The proven way of choosing suitable contact farmers is to leave the 
selection process to the farmers themselves. This approach minimizes the issue of 
jealousy over receipt of inputs. These demonstrations must be carefully planned, as 
imperfections arising from a casual approach will not impress the farmers and will 
probably deter other farmers from trying out the innovation.  
 
Demonstrations should ideally be set up in year 1 of the program so farmers can see 
the benefits to be derived and start adopting them. After a PO has submitted an 
expression of interest and has agreed to program terms and conditions (see Figure 
7.3), the program will provide assistance in preparing farm plans and budgets. Loan 
and grant funds can be made available via POs or LGUs so the farmers can purchase 
the inputs required to adopt the improved technology. 
 
 
6.5.3 Mangrove Related Livelihood Options 
 
The following livelihood options suggested by coastal POs and households have been 
identified as being financially viable and related to mangrove resources: 

 Mud crab fattening 

 Grouper raising 

 Oyster farming 
 
As all livelihood activities they shall be financed through a package of 1/3 grant and 2/3 
loan to POs and LGUs, plus 20% equity of the borrower. Details on technical approach, 
financial and economic analysis of these 3 livelihood options is given in Annex 6 
chapter 5.4. For all mentioned coastal-related livelihood options, the stocks (fingerlings, 
small crablets, baby oysters) shall be sourced from nearby areas to avoid high 
mortality. Crablets and baby oysters can be collected / bought from intact mangrove 
sites (e.g. Sapian bay). Grouper fingerlings are caught by local fishermen or artificially 
raised. There may be a shortage of grouper fingerlings in the program provinces, 
though, because of the high demand. Alternative sources are Palawan and Bohol 
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(relatively far away), and extra care is required to ensure a high survival percent (air 
supply to transport containers, no exposure to heat and direct sun light). 
 
6.5.3.1 Mud Crab Fattening 

 
Mud crab fattening, rather than crab farming, is widely promoted in coastal zones of 

Panay Island and has been adopted with apparent success by various groups. 
Fattening essentially involves the collection of young mud crabs (150-200 g) followed 
by their intensive feeding for up to a month prior to sale at about 250 g. Mud crab 
farming involves a significantly longer growing period, starting with younger crabs but 
achieving the same final target. Due to the possibility of mortality it is likely to be a 
riskier proposition and not particularly suited to the project beneficiaries. 
 
Justification. The utilization of mangrove wood is prohibited, so the only direct income 
POs and their members can get from mangrove stands is through aquaculture. Mud 
crabs are high in demand and easy to raise, and often fisherfolks mentioned mud crab 
raising among their first priorities. Often they lack the necessary starting capital, 
however. 
 
Objectives. To increase the income of coastal POs, their members and coastal 
barangays benefiting from co-management agreements between DENR and LGUs. 
Mud crabs depend on a mangrove ecosystem, thus it is expected that the beneficiaries 
protect their mangroves. 
 
Inputs. Technical assistance in preparation of project proposals, business plan and 
financing requests, provision of loan/grant funds for the purchase of young crabs, 
material and feeds, extension during project implementation. Pens are stocked 
monthly with juvenile crabs weighing 150-200 g Crabs are selectively harvested as 
they reach a weight of about 250 g. 
 
Criteria and scope. Suitable sites within or near mangroves (no cutting of mangroves), 
crab pens may range in size from 25m2 to 200m2 or possibly even larger. Pens are 
constructed from bamboo and other locally available materials. In coastal areas of all 6 
provinces, for POs and households involved in mangrove rehabilitation. 
 
Expected results. Net income (excluding family labor) of around PHP 25,000 from a 
200 m2 pen per year. 
 
Marketing and necessary support measures. Mud crab marketing is normally done 
through retailers, who buy them from producers and deliver best qualities to 
restaurants and markets in major cities, and lower qualities to local markets. Since 
aquaculture falls outside the core expertise of DENR, assistance of BFAR shall be 
sought in sub-project planning and implementation. 
 
6.5.3.2 Grouper Raising 

 
Grouper raising in cages is, in principle, a similar activity to mud crab fattening although 
only one cycle is possible per year and the activity cannot be carried out throughout the 
year.  
 
Justification. Live grouper are very much in demand and easy to raise, often POs and 
households lack the necessary starting capital, however 
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Objectives. To increase the income of coastal POs, their members and coastal 
barangays active in mangrove rehabilitation.  
 
Inputs. Technical assistance in preparation of project proposals, business plan and 
financing requests, provision of loan/grant funds for the purchase of young 
groupers, material and feeds, extension during project implementation. Each cage 
is stocked with 3-inch fingerlings which are raised for 7 months.  
 
Criteria and scope. Fish cages are located along the coast in shallow water, preferably 
protected by mangroves. Each grouper cage is around 75 m3 (5 x 5 x 3m) and is 
constructed of bamboo and other locally available materials, covered with a nylon net. 
In coastal areas of all 6 provinces, for POs and households involved in mangrove 
rehabilitation. 
 
Expected results. Net income (excluding family labor) of around PHP 12,000 from a 
200 m2 pen per year. 
 
Marketing and necessary support measures. Grouper marketing is normally done 
through retailers, who buy them from producers and deliver best qualities to 
restaurants and markets in major cities, and lower qualities to local markets. The 
highest prices are achieved through marketing of live groupers to top restaurants. 
Since aquaculture falls outside the core expertise of DENR, assistance of BFAR shall 
be sought in project planning and implementation. 
 
6.5.3.3 Oyster Production 
 

Oyster production is the simplest of the proposed mangrove related livelihood activities. 
Oyster “cages” of 54 m2 are constructed from bamboo and other local material. As with 
the other mangrove livelihoods, these cages last for about 2 years and must then be 
replaced. Only one crop per year is possible.  
 
Justification. Oysters are easy to raise and very saleable. They are cultured directly in 
mangrove stands. Again, POs and members often lack the necessary starting capital. 
 
Objectives. To increase the income of coastal POs, their members and coastal 
barangays benefiting from co-management agreements between DENR and LGUs. 
Oysters depend on a mangrove ecosystem, thus it is expected that the beneficiaries 
protect their mangroves. 
 
Inputs. Technical assistance in preparation of project proposals, business plan and 
financing requests, provision of loan/grant funds for the purchase of young oysters and 
material, extension during project implementation. The oyster cages are “seeded” with 
young oysters and then protected for 8-month production period.  
 
Criteria and scope. Suitable sites within or near mangroves (no cutting of mangroves); 
crab pens may range in size from 25m2 to 200m2 or possibly even larger. Pens are 
constructed from bamboo and other locally available materials. In coastal areas of all 6 
provinces, for POs and households involved in mangrove rehabilitation. 
 
Expected results. Net income (excluding family labor) of around PHP 7,500 from a 54 
m2 pen per year. 
 
Marketing and necessary support measures. Oyster marketing is normally done 
through retailers, who buy them from producers and deliver best qualities to 
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restaurants and markets in major cities, and lower qualities to local markets. Since 
aquaculture falls outside the core expertise of DENR, assistance of BFAR shall be 
sought in project planning and implementation. 
 
 
6.6 Improvement of Rural Infrastructure  

 
The 4 rural infrastructure models presented in this section are indicative models 
compiled from the team’s observation of the prevailing situation throughout the study 
area rather than specific analyses of proposals that were identified during field work 
and are expected to be financed through the project. This was necessary since it was 
not possible to identify individual proposals that had been developed sufficiently for 
evaluation. Besides, most LGUs first wait for the outcome of the local government 
elections in early 2007 before preparing any proposals. Rural infrastructure has to be 
financed from the loan component. 
 
The following rural infrastructure types have been found to benefit poor upland 
communities and support – directly or indirectly – CBFM: 

 Farm-to-market roads 

 Village drinking water supply 

 Community based irrigated agriculture 

 Village whole-sale market 
 
 
6.6.1 Farm-to-market Roads 
 
Observed problems and proposed practicable approaches. In the rural communities 

visited for the FS the existing roads are primarily earth and gravel roads. During the 
rainy season, due to torrential rains these roads suffer considerable damage. In 
general, the most common damages or deteriorations were observed: (i) washed out 
gravel topping and gullying, (ii) slope erosion or collapse, and (iii) lack or damage of 
water crossing and drainage structure (see Annex 6.5 for details).The priority in the 
program area is therefore to rehabilitate existing rural roads, rather than to construct 

completely new ones. Technical specifications and generic designs are given in Annex 
6.6. The following section describes the main problems observed and the proposed 
technical approach. 
 
Repair of washed out gravel topping and gullying. The most practical measure consists 
of re-grading and re-gravelling of eroded road base course. The road should be re-

graded using tractor graded to even out the formed gullies. New crushed gravel of 
around 25mm diameter should be placed on the road to be spread by tractor grader. 
Manual labor can be used to even out soil lumps and to assist in clearing other debris 
on the road. In the visited barangays the regravelling work will entail between 3-7 km. 
 
Rehabilitation of eroded or collapsed slopes. In order to stabilize the slopes a stable 
inclination or angle of repose has to be attained which is primarily governed by soil 
typology and maintained by the application of suitable vegetation. Structural measures 
to retain the loose or unstable soil should be constructed. Indigenous vegetation with 

good root systems for holding soil and filtering water should be introduced on unstable 
slopes. Catch drains should be provided to convey runoff flow to areas where they will 
not cause any soil collapse or failure. Manual labor can be used to clear debris that is 

difficult for equipment to reach. In the barangays visited an average of 500 m of slopes 
are considered as risky areas during rainy season and need to be stabilized. 
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Construction/improvement of water crossing structure. Often bridges are dilapidated 

and have to be reconstructed to provide access to the communities or sites. This work 
has to be contracted to private firms. Labor and material may be sourced at the site. 
Engineering expertise can be provided by the private sector with supervisory 
assistance of the LGUs. As an average bridges with an 8 meter span will have to be 
built. Alternatively a double box culvert of around 4 meter span can be constructed, 

since the traffic is not that much.  
 
Scoured water crossings and drainage. Part of the recurring maintenance problems is 
the scouring of soil embankment for water crossings (bridges and culverts) and 
drainage. This is brought about by strong water current in streams and rivers, and with 
the case of drainage, overland flow that rushed alongside drainage lines. To remedy 
this situation refilling and stabilization of scoured portions should be done. Cross drains 

larger than the provided carriage way of 7 meters, such as 8 meter or more, should be 
provided so as to prevent gully water to run over pavement. In spots where excessive 
current flows, structural stabilization is necessary such as riprap walls, retaining walls, 
grouted rock or boulders. Drainage lines must be realigned, with the scoured soil 
replaced by fill materials. Sodding using indigenous grass is necessary to arrest onset 
of erosion along drainage lines. In quite a number of barangays visited, their existing 
drainage lines are already deteriorated and over silted and needing maintenance work. 
An estimate to around 1-1.5 kilometers of drainage rehabilitation work may be needed 

in the barangays. 
 
Rural roads that climb to hilly and mountainous areas are designed to have a vertical 
grade of no more than 10%. This is to allow easier up-gradient climb of vehicles. The 

necessary cut and fill requirements along the road alignment are done to achieve this 
gradient. 
 
Cost requirements. The average cost of a new rural road ranges from PHP 1.8 million 

to PHP 2.5 million per kilometer. This includes the main road structure, some drainage 
works and minor water crossings such as culverts. In some instances bridges on rural 
roads are necessary and are often one-lane with an approximate cost of 
PHP 200,000/meter. In the program barangays, depending on the improvements to be 
done, the actual costs for regravelling and rehabilitation of drainage structure and 
bridges will be around PHP 600,000 per km or PHP 3 million for an average access 
road of 5 km. 
 
Coordination with public sector and institutional arrangements. For a road rural project, 

the immediate organizational linkage is the LGU since roads are interconnected to 
provide for the needed accessibility and mobility. Hence, the municipal and provincial 
government has to implement the project. Construction permits should be processed at 
appropriate offices in the municipality with proper coordination with the municipal 
engineer. The DPWH provide overall design and construction guidelines for the overall 
work requirements. 
 
Cost recovery and maintenance. Direct cost recovery for rural roads are difficult to 

apply and not a practice in the country. Annual maintenance of the road by the LGU is 
expected due to wear and tear. However, emergency repairs by the barangay people 
may be required after heavy rains. The maintenance will include re-graveling of 
washed out base courses, fixing of drainage ditch, erosion control by rip-rapping or 
revegetation, filling of road collapsed embankments, clearing of debris and 
maintenance of components of water crossings (bridges and culverts). Approximately 
3%-5% of the construction cost has to be allocated for maintenance. Major repairs for 
the subcomponent of the road infrastructure may be needed after 5 years. 
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The host barangay will have some Internal Revenue Allocations (IRA) coming through 
the LGU, which can be used for road maintenance. The LGUs (municipality and 
province) can also allocate some additional budget as part of their annual development 
fund for projects. 
 
Benefits for rural communities. Possible benefits identified for rural roads include a 

saving in travel cost and time for beneficiaries living along the road as well as their 
visitors, reduced operating costs of vehicles using the roads if it is an existing road, 
reduced cost of transporting agricultural inputs and outputs as well as household 
goods, increased production of agricultural commodities, reduced frequency of 
accidents, improved services (including fire fighting services in forested areas), and 
better access for emergency services.  
 
Environmental impacts. Since no new roads will be constructed, but only existing ones 
improved, the negative environmental impact through the construction work will be 
tolerable. The LGUs has to pay attention that the improved road connection will not 
cause uncontrolled influx of new settlers into the forest land.  
 
 
6.6.2 Village Drinking Water Supply 
 
Observed problems and proposed practicable approaches. Better facilities to tap clean 

and fresh water from its source need to be constructed, upgraded and/or rehabilitated. 
Some intake structure for spring sources need to be rehabilitated to optimize the 
collection of water. This improvement works consist of increasing the intake capacity of 
the spring boxes or minimize losses from the sources. In some cases, spring boxes 
were not constructed at all and the pipes are situated directly to the discharging spring. 
The project components for water supply require additional or improvement of intake 
facilities, construction of additional reservoir boxes, extension of supply and distribution 
lines to the members of the communities. Technical specifications and generic designs 
are given in Annex 6.6. 
 

If it is assumed that a daily water needs is 100 liters/capita-day for a village of around 
100 household, taking 5 persons per household there will be 500 people needing a 
total of 50 cubic meter daily. The usual water tank (volume 12.5m3) for impoundment is 
made of concrete boxes, with steel bars along walls and top and bottom slabs for 
reinforcement. In the barangays visited the main supply lines would be around 2 km of 
HDPE pipes from the source which is usually a spring box. The spring box should have 
a sustainable supply of no less than 10m3/hr. It is sometimes advisable to tap all 
possible spring sources in a certain spot in order to optimize the potential of the water 
sources. Among the infrastructure related issues in water supply are the following:  
 
Construction or repair of intake box structure. The source of water has to be secured 

properly so as to assure the community of supply sufficiency and acceptable quality. In 
certain village, the source needs to have an intake box structure to efficiently catch 
water from the source and convey water thru supply pipes to the community. In this 

instance the intake box or structure need to be constructed in order to efficiently 
contain water from spring sources. Labor and materials, with minimal assistance of 
equipment can be sourced from the locality. Engineering design will be necessary for 
appropriate structure and construction requirements. The size of intake box depends 
primarily from the yield of the spring. The dimensions can vary from a simple 1m x 1m 
box, or as big as 1m x 8 m box where water is coming from a strip aquifer outcrop.  
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Improvement of water reservoir and supply lines. Existing water reservoir and supply 

lines are already deteriorated and needing maintenance or replacement. In addition, 
assessment of existing source is necessary to determine the most viable rehabilitation 
and improvement option. Accordingly, to maintain essential potable water supply to the 
community, the water supply system needs to be rehabilitated. The work will consist of 
replacement and/or repair of the water system components to provide efficiency in 
supply and extend the service to other households in the community. Labor and 
material will be necessary for the rehabilitation with assistance of engineering/hydraulic 
expertise for the design and construction. 
 
Cost requirements. The cost of the system is estimated at about PHP 600,000, 

comprising intake box (PHP 20,000), main delivery pipe (PHP 300,000), concrete 
reservoir (PHP 30,000) and distribution network (PHP 250,000). If water is to be 
sourced from a groundwater supply the total cost will be higher, around PHP 1.25 
million, comprising the drill well (PHP 100,000), submersible pump (PHP 150,000), 
elevated water tank and tower (PHP 500,000), and distribution lines (PHP 500,000).In 
both cases a price contingency of 10% is also required. These alternative costs provide 
the basis for two analyses of drinking water supply. 
 
Coordination with public sector and institutional arrangements. For a community water 
supply project, the LGU must be among the organizational linkages, since the provision 
of water supply is one of the responsibilities of the LGUs. For proper guidance on water 
system such as technical specifications, beneficiaries can coordinate with the Local 
Water Utilities Administration or the local Water District. On the water quality and 
safety, the Department of Health can offer some guidance. 
 
Cost recovery and maintenance. The water tariff should be agreed beforehand by the 
people benefiting in accordance with actual cost for maintenance and repairs, 
repayment for capital expense and affordability. A water meter should be attached to 
each tapping point to determine the volume of consumption. 
 

Cost recovery for the water supply system can be estimated on the basis of either 
partial cost recovery or full cost recovery. For partial cost recovery a water price of PHP 
1.6/m3 and for full cost recovery a price of PHP 21/m3 may be required (see Annex 7 
for details). 
 
Monthly inspection of the intake boxes, reservoir, supply lines and delivery lines, 
including the meters is required. Maintenance work will include fixing of leaks, 
replacement of punctured or leaking supply lines, replacement of worn out parts, 
desilting and cleaning of intake boxes or reservoir tank. For groundwater sources using 
pumps, maintenance may include servicing of the pump and motor and replacement of 
worn-out parts. Approximately 5%-8% of the construction cost is allocated for 
maintenance. Major repairs for the subcomponent of the road infrastructure may be 
needed after 3-5 years 
 
Benefits for rural communities. A typical system will supply 100 households with an 

average household size of 5 persons with save drinking water.  
 
Environmental impacts. The year-round supply with sufficient drinking water requires 

an intact watershed. Several visited villages complained about flash floods during the 
rainy season and lack of drinking water during the dry season. The improvement of the 
village drinking water system will for sure sensitize the population to protect and 
rehabilitate the watershed. 
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6.6.3 Community Based Irrigated Agriculture 

 
Observed problems and proposed practicable approaches. The lack of irrigation 
facilities limits severely the agricultural productivity in many upland villages. Often 
irrigation schemes have been initiated but not finished, or the structures have already 
been dilapidated. Many farmers asked therefore for assistance to repair existing 
schemes or to construct new ones. In general, rice land needs water for pre-soaking as 
part of planting preparation. For an average scheme of 50 ha, the weekly water 
requirement will be 825 m3 or a daily requirement of about 120 m3/ha/day. In the sites 
visited the following irrigation needs were noted: 
 
Completion of water diversion/retention works. Water source for agriculture needs to be 

retained and conveyed through canals. In certain village, water source is existing but 
retention structure and conveyance and supply canals are non-existent. Water has to 
be tapped efficiently for agricultural production. Water diversion and retention works (in 
terms of a small dam/reservoir) need to be constructed to efficiently obtain and retain 
the water for agriculture. Likewise, water conveyance system needs to be constructed 
like canals, and ditches to production areas. Labor and materials with the use of earth 
moving equipment will be necessary for the construction of the water diversion works. 
Technical specifications and generic designs are given in Annex 6.6. 
 
Maintenance works for irrigation canals. A number of existing canals of irrigation 

system need maintenance in terms of embankment reconstruction and other structural 
works to efficiently convey water. Irrigation conveyance canals should be repaired in 
order to efficiently convey irrigation waters to the service area, minimize losses in 
irrigation water and considerably extend/expand the service areas. Structural measures 
will entail repair or replacement of damaged lines, realignment and embankment 
works. Clearing and desilting of the lines may also be necessary. Additional canal lines 
can be constructed. This work scope will require mostly labor, materials and some 
assistance of construction equipment. 
 
Cost requirements. The development cost per hectare of irrigation will cost about 

PHP 100,000-120,000, for infrastructure works consisting of new, complete with dam 
impoundment and conveyance. A rehabilitation of such infrastructure will entail about 
PHP 50,000-70,000. Assuming a service area of 50 ha, the construction of a new 
irrigation scheme will be in the range of PHP 5-6 million, the improvement of an 
existing one around PHP 3 million 
 
Coordination with public sector and institutional arrangements. An irrigation project has 

to be coordinated with the LGU, since the Local Government Code mandates the LGU 
to provide irrigation service to its constituents. On the national level, the Department of 
Agriculture (DA) and the National Irrigation Administration (NIA) act as coordinators to 
provide the necessary infrastructure for irrigation. 
 
NIA is mandated to provide technical assistance to LGUs and coops/POs if requested. 
P.D. 1067 otherwise known as the Water Code of Philippines provides the procedures 
for the issuance of water rights, and the regulation and development of water resources 
of the Philippines. It is the National Water Resources Board (NWRB) that grants water 
rights on the principle that the state owns the water resources of the country. Since the 
Board does not have an elaborate line organization, it deputizes certain local officers 
(LGUs or NGAs) such as NIA field officers, and LGU officers to act as water resources 
administrators in the provinces and municipalities.  
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The Department of Agriculture also have projects to construct small water impounding 
systems and diversion dams to provide reserve water for irrigation during the summer 
months. These infrastructures are turned over to the farmers with a constituted 
irrigators association. The association is then expected to manage and maintain the 
irrigation infrastructure. 
 
The local government unit (LGU) also, with its own funds or solicited funds through 
loans and grants, can provide the irrigation infrastructure. This infrastructure is later 
turned over to farmers organization for operation and maintenance. In some instances, 
the irrigators’ or farmers’ association seek assistance from the LGU for operation and 
maintenance purposes.  
 
Cost recovery. The farmers or irrigation association should be able to collect water fees 

from the member to be used for the cost of maintenance of the irrigation system. For a 
community-based irrigation system the required tariff for partial cost recovery is 
computed as PHP 2,100/ha/year, and PHP 18,800/ha/year for full cost recovery 
(details Annex 7). 
 
The maintenance of the irrigation infrastructure shall be delegated to the PO or 

irrigation association. For technical and engineering issues the Municipal Engineer can 
provide assistance. Annual inspection and maintenance of the source of water will be 
needed. Emergency maintenance maybe needed after taiphoons and heavy rains. 
Maintenance will include watershed protection and rehabilitation, stabilization of any 
impoundment works, realignment of canals and ditches, structural maintenance of 
intake or diversion structures. Approximately 8%-10% of the construction cost should 
be calculated for major repairs of canals and ditches and has to be shouldered by the 
PO / cooperative. 
 
Benefits for rural communities. With the development of an irrigation system most 

farmers initially reported expecting to triple-crop rice. Following more detailed 
discussions with farmers and the DA, together with observations of the prevailing 
situation in currently irrigated areas, it was decided that a 250% rice cropping intensity 
was more realistic. However, as argued by DA, it might be agronomically preferable to 
grow two rice crops followed by a high value crop (HVC) during the dry season.  
 
Environmental impacts. As for drinking water also the year-round supply with sufficient 

irrigation water requires an intact watershed. In support to potable water and irrigation 
projects, the population shall be sensitized to ensure sustainable water supply and 
protect and rehabilitate the watershed. Headwater sources shall be identified and 
rehabilitation measures undertaken (grant funded) in conjunction with infrastructure 
measures. 
 

 
6.6.4 Village Whole-Sale Markets 
 
Observed problems and proposed practicable approaches. Among the difficulties 

encountered in the rural upland and mangrove area barangays is the distance of 
markets to these villages. This results in constrained income of the farmers due to 
physical impediment in bringing produce and the cost requirement in doing so. Very 
few have viable markets (drop-off point market) found in the barangays, such as the 
one in Carol-an, Kabankalan, Negros Occidental. The construction of village whole-
sale markets is considered as a major contribution to increase income possibilities for 
upland farmers. 
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A usual village market would require 50-75 stalls. The buildings shall be made of 
normal truss roof shed, reinforced concrete columns, walls and flooring which will 
enable mobility of medium size crowd. Other site amenities may be necessary such as 
water supply and sanitary facilities. The infrastructure improvement work shall be 
undertaken by contractors within a partnering arrangement with the POs/farmers, who 
will contribute construction labour where appropriate. Based on the villages served by 
the roads, the program will facilitate establishment and support of road maintenance 
groups through technical and management training. 
 
Cost requirements. The main building may cost PHP 600,000 (for details see Annex 
6.7). Water supply may cost around PHP 75,000 if sourced from groundwater, or 
considerably less such as PHP 10-15,000 if to connect to existing water sources. 
Sanitary toilet facilities may cost PHP 15,000, while garbage disposal system will be 
another PHP 10,000. The average cost of the whole infrastructure, including the site 
preparation works and installation utilities needed, is around PHP 1 million. 
 
Coordination with public sector and institutional arrangements. The establishment of 
markets is among the mandated services of the LGUs. Construction permit, occupancy 
permit and later on business permits will be issued by the LGU, hence coordination is 
necessary. The barangay is the first level of coordination since a barangay business 
clearance will also be issued by this unit. Since revenues will be generated, the Bureau 
of Internal Revenue will have an interest in it. On the national level, the Department of 
Trade and Industry can be of assistance in promoting enterprise, trade and commerce 
for the community. 
 
Cost recovery and maintenance. People who will be using stalls in this market pay for 

the usage of the spaces or stalls. This shall be arranged according to the market 
management body that will be constituted. The payment shall be used for the operation 
and maintenance costs and for the loan repayment. 
 
A market management association shall be created to organize the maintenance of the 
facility. Hauling of garbage and proper waste water discharge has to be observed daily. 
Periodic (monthly/quarterly) inspection and maintenance will be necessary for 
replacement of deteriorated building components, repair and reinstallation of 
interrupted water and power services. Approximately 8%-10% of the construction cost 
is allocated for annual maintenance. Major repairs for the subcomponent of the road 
infrastructure may be needed after 5 years. 
 

Benefits for rural communities. As mentioned by the farmers in Carol-an, the village 
market is operating for a number of years now and has greatly increased their income. 
 
Environmental impacts. Proper garbage and wastewater disposal shall be observed to 
avoid negative environmental impacts. 
 
 
6.7 Capacity Building 

 
Requirements and steering of the capacity building component. The capacity building 
will focus on (i) program management staff, (ii) service providers, and (iii) implementing 
LGUs and POs. All personnel from DENR, LBP and LGUs involved in program 
management shall participate in the capacity building program (details see below). The 
DENR CBFM staff of the 6 program provinces, the LBP personnel responsible for 
financial screening and loan/grant management, the municipal officers for agriculture, 
infrastructure and land use planning (estimated 25-30 participating LGUs), and 
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selected NGOs shall attend information workshops on all program components and 
seminars on communication and extension techniques, participatory project planning, 
preparation of project proposals and feasibility studies.  
 
As a first step all potentially eligible LGUs and POs shall be informed on the program 
components, options, procedures, requirements, obligations and benefits. As a require-
ment for further support and capacity building, they have to submit a letter of interest to 
the Screening Committee and have to sign a MOA confirming their commitment to 
program conditions. An estimated 30 LGUs and 70 POs shall then be supported and 
capacitated to prepare project proposals and financing requests. This shall be done by 
the mentioned service providers and additional TA personnel, using standard packages 
and procedures. There is no fixed amount per LGU or PO foreseen for feasibility 
studies and project proposals (and no cash payment), but the TA and extension shall 
depend on potential and volume of proposals (i.e. proportional to the expected financial 
package).  
 
 
6.7.1 Capacity Building of DENR, LBP and LGUs 

 
For program management staff. To ensure efficient program implementation, the 
program will support capacity building through seminars, workshops, on-the-job training 
and coaching. Training and study tours (including international study tours and 
attendance at important conferences, if funding can be secured) will be provided for 
program management staff from the DENR, LBP and LGUs on regional, provincial and 
municipal level. The training will include all aspects of the participatory project planning, 
management and monitoring process. In addition, technical training will be provided on 
extension and demonstrations methods, preparation of feasibility studies and financial 
proposals, training of trainers, computer software etc. At the regional level, the DENR 
needs to enhance its managerial capability particularly with respect to project planning, 
monitoring and evaluation. Additionally, their field supervisors would need enhance-
ment of their supervisory knowledge and skill.  
 
For LGUs the DILG has prepared various training modules and has offered to 
cooperate in LGU capacity building. The municipalities will be the main implementers of 
the program, estimating that over 90% of all loan and grant funds will pass through 
LGUs. They will need special assistance during the first 2 years in preparing project 
proposals and financing requests, and guidance during project implementation.  
 
The capacity building for program management staff shall be provided through a team 
of national and international consultants, the cooperating German TA projects, and 
contracted specialists. A close co-ordination has to assure that everybody follows the 
same approach and standards.  
 
For service providers. The CBFM staff of DENR and the ENROs (if appointed or 
designated) and other extension staff from LGUs shall receive capacity development 
and training prioritizing decentralized hands-on training in participatory CBFM 
processes, livelihood improvement and in inter-agency collaboration, as well as 
provision of essential equipment and vehicles. The training of trainers will also include 
selected NGOs to be contracted for PO capacity building and the preparation of project 
proposals and financing requests. The Project Working Group shall screen eligible 
NGOs and suggest a short-list to the DENR and LBP PMOs for contracting. In the 6 
program provinces the 19 DENR CBFM staff (plus additionally assigned/contracted 
extension staff), the extension staff of participating LGUs plus NGO trainers (estimated 
total of ca. 60 service providers) shall be trained and capacitated within the first year 
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and coached for another 2 years. They shall also participate in cross-project visits and 
study tours. The specific training program shall be developed upon start of the 
program, after a careful training need assessment. 
 
At the PENRO level, the personnel would need to build up their capabilities as trainers 

and providers of technical assistance to back up the CENRO operatives as well as 
enhancement of their capabilities to do project planning, monitoring and evaluation.  
 
At the CENRO level, the personnel are the direct link to the PO’s and households. 

They will need to elevate their capabilities in transfer of technologies, providing 
technical assistance, including community mobilization and community management.  
 
The LBP Lending Centers and branch offices will be the contact point for potential 

borrowers and will finally decide who will receive financial assistance. So the staff shall 
be specially trained in assessing project proposals, dealing with POs and monitoring 
sub-project progress.  
 
For the LGUs, the need is to beef up the extension force of CENRO-DENR, especially 

for agricultural extension, livelihood and infrastructure projects, community organization 
and management, including financial management.  
 
 
6.7.2 Capacity Building for POs 
 
Preparation of project proposals and financing requests. The most critical path in the 
program is the preparation of eligible project proposals and financing requests. Most 

POs are not eligible yet to access LBP funds or capable to prepare sound project 
proposals. The first 2 years shall, therefore, be dedicated to awareness campaigns, 
support to meet LBP eligibility criteria, identification of viable project packages 
combining forest management, livelihood improvement and rural infrastructure, 
preparation of feasibility studies/business plans and submission of financing requests. 
As soon as the first project packages will be approved (expected in year 2), capacity 
building will shift to support POs and individual households in implementing the various 
sub-projects, including conflict resolution. Of special importance will be training in 
financial management, IEC and coaching throughout the fist years. A specific training 
program shall be developed at the start of the program, as soon as the final conditions 
for loan/grant financed projects become clear. The PO capacity building shall be done 
through DENR and LGU technicians (throughout the whole program period) plus 
through contracted NGOs during the critical first 2 years. The capacity building to POs 
is not limited to 2 years, though. If required it shall be extended as long as necessary. 
 
Forest management. The basic requirement for any forest utilization is an approved 5-
year work plan including a resource use plan. Extensive capacity building and technical 

support in forest management planning, resource inventories and resource utilization 
planning is required for the around 70 expected participating POs with CBFMA 
throughout the first 2 years. This shall be done through DENR technicians supported 
by GTZ, DED and CIM staff. The objective is that all participating POs have an 
approved 5-year work plan by project year 2. Then technical assistance, training and 
demonstrations shall be provided to POs on proper thinning, harvesting, low-impact 
skidding/yarding, sorting and reforestation. 
 
Introduction of improved upland agriculture methods. Problems are foreseen that at the 
beginning not many POs will apply for a loan/grant package to establish the suggested 
agroforestry systems like fruit tree orchards, intensively cultivated corn patches and 
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vegetable beds. They first have to be convinced that it works and pays. For this 
purpose a variety of capacity building measures are foreseen, such as farmer field 
schools, study trips, cross-farm visits and especially on-farm demonstrations. It is 
suggested to support a total of 250 demo sites of various options in the first 2 years 
with grant funds, i.e. around 40 per province or 5 per participating PO.  
 
Linkages to markets and financial institutions. The support to POs must not stop once 
their project proposal and financing request has been approved. The successful 
implementation will need continuous extension, training and advice. Special support 
shall be provided to develop linkages with potential buyers, markets and financial 
institutions / investors. Often an improved market chain provides substantially more 
income to participants (e.g. assembly of one container of rattan and shipment to Cebu 
may raise income by 100%).  
 
Need for additional assistance. The problem analysis and concept emphasize the need 
for capacity building and training. Yet the cost and finance table (Appendix 3 Table 2) 
shows that only PHP 24.6 million or 4.3% of the total budget are earmarked for training 
and extension. This does not reflect a low regard of the FS team for training but is 
simply the result of the limited available grant portion. Capacity building can only be 
financed through grant, and thus reduces the grant portion available for program 
implementation (especially forest rehabilitation). For capacity building of POs a total of 
PHP 7 million has been foreseen, for training to DENR, LBP, LGU and NGO staff 
another PHP 1.5 million, for on-site demonstrations PHP 5 million. More grant money 
cannot be used for capacity building without jeopardizing program implementation. The 
adequate training and capacity building can thus only be secured with additional TA 
inputs, especially from GTZ.  
 
 
7 IMPLEMENTATION ARRANGEMENTS AND PROJECT OPERATION 

 
7.1 Institutional Arrangements 

 
7.1.1 Program Executing and Implementing Agencies 

 
The Program Executing Agencies (PEAs) are the DENR Central Office and the LBP 
Central Office. They are responsible for signing program documents, the accounting of 
program expenses and submission of reimbursement requests to KfW (by LBP). Each 
PEA will maintain a separate office, but for supervision and coordination of overall 
program implementation a National Steering Group will be created. The members shall 

come from DENR Central Office, FMB, LBP, NEDA, DOF, DILG, and KfW Manila 
Office. Only DENR, LBP and KfW shall have decision making power. The other 
members are observers and shall be invited on call basis. DENR shall have the lead in 
technical matters, LBP in financial matters. 
 
The Program Implementing Agencies (PIA) in the program provinces shall be the 
DENR with its regional, provincial and CENRO offices, the LBP with (sub-)regional, 
provincial and branch offices, the provincial governments and LGUs, and POs. Both 
DENR and LBP will establish their Project Management Offices (PMO) for Region 6 in 

Iloilo and the PMO for Negros Oriental (Region 7) in Dumaguete. For program 
management, an inter-agency Program Working Group (PWG) shall be established. 

Chairman will be the DENR RED for Region 6. The members will include 
representatives from DENR Regional Offices R6 and R7, the 6 involved PENROs, LBP 
Lending Center staff from Iloilo, Bacolod and Dumaguete, DILG, the Provincial 
Governments, the consultant Chief Technical Adviser and a GTZ representative. Like 
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in the National Leading Group, only DENR and LBP will have decision making power 
and can call a meeting. The Program Working Group will have the mandate to 
coordinate the 4 PMOs (one PO each of DENR and LBP in Region 6 and 7), to screen 
interested LGUs, POs and NGOs, to prioritize and screen project proposals and to 
monitor program progress and impact. The PWG will have a Screening Committee (to 

screen applications and proposals from LGUs, POs and NGOs) and an inter-agency 
Project M&E Team (to monitor project progress and impacts). The PWG Screening 
Committee has the mandate to identify at an early stage if a LGU or PO is eligible for 
program participation and shall receive capacity building or not. It sets standards and 
priorities for (sub)projects and carries out the technical screening of proposals. LBP 
shall be responsible for the credit evaluation of prospective borrowers using LBP’s 
standard accreditation criteria. The PWG will hold office in Iloilo and shall be the 
“docking station” for technical advisors.  
 
The specific responsibilities and roles of the various stakeholders in the program are 
outlined in the following section. 
 
DENR. The DENR Program Management Offices in Iloilo and Dumaguete coordinate 

the technical program planning and implementation. They will jointly prepare the draft 
operations plan and annual budget and work plans, for submission to the Regional 
Working Group and the National Leading Group. The DENR PMO will be responsible 
for forestry-related screening of applications and project proposals, as part of the 
Screening Committee. They will be the home base for national/international consultants 
and contract NGOs and individual trainers and specialists. The DENR shall provide 
adequate and timely counterpart fund for program implementation, especially for 
extension activities by CBFM technicians.  
 
The PENROs and CENROs shall be responsible for forestry-related project planning, 

technical advice and extension to POs and LGUs. They will participate in the screening 
of proposed project packages and assist LGUs and POs in the preparation of detailed 
project proposals for forest rehabilitation. During implementation of forest rehabilitation 
measures, the DENR CBFM staff will provide extension services to LGUs and POs, 
and supervision and internal monitoring of planting activities. Only planting sites 
cleared by the CBFM staff shall be visited by the Project M&E Team and can be paid. 
 
LBP. The Landbank PMOs in Iloilo and Dumaguete will be responsible for the financial 

program planning on regional level, and coordinate the administration of loan and grant 
funds of the LBP Lending Centers. They will participate in the preparation of draft 
operations plan and annual work plans, and will be responsible for the financial 
screening of LGUs and POs. The LBP PMOs will administer all grant payments for 
capacity building to DENR and LGUs, including accounting and reimbursement. 
 
The LBP Lending Centers shall be responsible for administration of loan and grant 

funds. They will provide guidance regarding the preparation of project and financing 
proposals, will review the financing requests and conclude financing agreements (loan 
and grant package) with LGUs, POs and NGOs. They will participate in the project 
progress monitoring as basis for fund release and will be in charge of financial 
monitoring.  
 
LGUs. The provincial governments shall guide all program measures in the respective 

province, according to the priorities of the provincial development plan. They shall 
suggest infrastructure measures and other large program investments and coordinate 
with the respective mayors for financing. The provincial governments shall screen all 
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infrastructure proposals to be funded under the program The provincial ENRO shall 
participate in all forestry-related activities in the province. 
 
The municipal governments shall guide all planning and implementation of program 

activities within the municipality, according to the municipal development plan. The 
municipal LGUs are expected to be the main borrowers of loan funds and can 
determine how to spend the money (according to criteria to be agreed right at the start 
of the program). LGUs have 2 functions: (i) borrower of loan/grant funds and 
implementers of projects, and (ii) conduits for relending and extension agents for POs 
and barangays. So they shall both prepare project proposals and financing requests for 
LBP, implement own projects and provide extension to POs for agricultural 
development, rural infrastructure and livelihood projects. LGUs are expected to provide 
20% equity for all projects.  
 
People’s Organizations. The POs will be the implementers of project measures on 

village level. POs with CBFMAs are the key actors in community based forest 
management and the declared target group of the program. Together with their 
members the POs shall prepare landuse plans, AWP and RUP for their CBFMA (with 
program support) and are expected to submit project proposals for financing to LBP.  
 
NCIP. In areas covered by a Certificate of Ancestral Domain Claim (CADC) or 
Certificate of Ancestral Domain Title (CADT), the National Commission on Indigenous 
People has to be involved at all stages of project planning and implementation. 
 
Right at the beginning of project implementation, several MOA shall be signed at the 
regional, provincial and municipality levels to define the partnership arrangements 
between the major players DENR, LBP, LGUs (plus DILG), NCIP and POs to define 
their specific role and responsibility in project implementation. 
 
Technical assistance. The Program Implementing Agencies shall be supported by a 
team of national and international consultants and contracted NGOs in project 
planning, capacity building, supervision and monitoring. Other German assisted 
projects (by GTZ, DED and CIM) shall cooperate in the field of capacity building / 
training, coordination with LGUs and POs supported by them and provide professional 
guidance. The KfW consultants are supposed to be responsible for overall planning, 
coordination, steering and M&E, while GTZ, DED and CIM shall assist in training of 
DENR and LGU extension staff, advise POs in the preparation of 5-year forest 
management plans (as basis for any utilization in CBFMA), advise POs and LGUs in 
preparation of project proposals and financing requests (as basis for program 
participation), and in technical aspects during implementation. Contracted NGOs shall 
provide capacity building for POs including hands-on assistance in preparing 5-year 
work plans, (sub)project proposals and financing requests. 
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Figure 7-1: Organization Chart for the CBFMMP Panay and Negros 
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7.2 Financial Management 

 
Package of loan and grant funds for implementation of projects. Both the loan and 
grant component of the German financial contribution shall be managed by the LBP. 
Suggested borrowers/intermediaries for project implementation are (i) LGUs, (ii) 
Cooperatives/POs and (iii) NGOs. The LGUs have the option to either use the funds for 

implementation of own projects (like infrastructure) or to pass on a portion to POs 
and/or individual households. According to EO 138, LGUs are not supposed to on-lend 
loan funds to POs or households. A recent legal opinion, however, cleared the use of 
LGUs as conduits for relending to POs (already practiced under the WB CBRMP for 
several years). Also the Local Government Code of 1990 permits the LGUs to engage 
in corporate/ business activities. The LBP is still in a policy clearing process if LGUs 
shall be used as conduits of credit to POs. Unless decided otherwise the FS team 
assumes that LGUs can act as financial intermediaries towards POs and households 
also in the CBFMMP. Cooperatives and POs can avail of the funds for own projects or 
can on-lend (if their by-laws allow) a portion to members. NGOs will only act as 

financial intermediaries and on-lending all funds to POs or households. The fund flow is 
illustrated in Figure 7-2. Draft guidelines for discussion are presented in Annex 3.2. 
 
To ensure that loan and grant funds flow together, an approach similar to the WB 
CBRMP shall be followed. Any LGU, PO or NGO interested to participate has to avail 
of a package of loan and grant funds. Assuming an overall FC budget of around 4.5 
million EUR grant funds and 6 million EUR loan funds (see chapter 8.1) and a need of 
around 1.5 million EUR for capacity building and program management/monitoring, a 
total of 3 million EUR grant and 6 million EUR loan funds will be available for 
implementing projects. So to all borrowers a fixed proportion of 1/3 grant funds and 2/3 
loan funds may be offered. No matter who borrows, this way the grant and loan portion 
will automatically flow together. In addition to German FC funds the borrowers shall 
provide a counterpart contribution of 20% to the total project costs. 
 
Memorandum of Agreement. To assure that LGUs and POs use the loan/grant funds 
for the intended purpose and according to program regulations (e.g. a certain amount 
for forest rehabilitation) they have to sign a Memorandum of Agreement. This MoA 
shall also stipulate the exact disbursement of funds (e.g. instalments depending on 
certain criteria and milestones) and the repayment of loans. 
 
Grant funds for capacity building. The capacity building component such as essential 
vehicles and equipment, training, demonstrations (start-up projects), consultancy and 
partly M&E shall be entirely financed from the grant portion. Except payments to 
consultants, all grant payments shall be made through the LBP to the DENR PMO (for 
forestry-related capacity building) or the involved LGUs (for capacity building related to 
agriculture, infrastructure and livelihood projects based on the approved Work and 
Financial Plan). In addition to German FC funds, the involved DENR PENROs and 
CENROs will also receive Philippine counterpart funds primarily for extension and 
program operation through the DENR Regular Budget (budget allocation of PHP 4 
million from regular funds for 2007 has been proposed). 
 
Auditing. All auditing shall follow the prescribed GOP procedures and LBP regulations.  
 
Management fee and commitment fee. Since the packaging of project proposals and 
financing requests may take at least one year and will be entirely grant financed, during 
the first year mainly grant funds will be required for capacity building. The LBP will 
charge a management fee for administering the grant payments. Initially a fee of 6% 



- 87 -  

 

was mentioned, but this is open to further discussions and depends on the extent of 
administrative work and cost in fund management. 
 
LBP will have to pay a commitment fee on the unused loan amount. At the early stage 

of the program the activities will focus on grant-financed capacity building. LGUs and 
POs are expected to start borrowing at the end of year 1 and may use 50% of the 
available loan by the end of year 4 (see Table 8-3). So LBP will disburse mainly grant 
funds in the first years and pay commitment fee for around 50% unused loan. To soften 
this burden it is suggested to suspend the payment of commitment fees for the first 3 
years or to charge only a reduced rate. 
 
Saving accounts. As a routine the Landbank requires that borrowers (including 
cooperatives and POs) open an account at one of their braches. All payments go to 
this bank account. Also private households are eligible to open a bank account at LBP, 
with a minimal balance of PHP 500, but the LBP does not pay to individual farmers. 
 
 
Figure 7-2: Flow of Project Funds 
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7.3 Project Planning and Implementation 

 
7.3.1 Program Schedule 
 
Phase I: Capacity building and preparation of project proposals. It is expected that 
program implementation will start towards the end of 2007 or early 2008. Following 
experiences and recommendations from the WB CBRMP, the first 2 program years 
shall be explicitly used for capacity building of DENR and LGU staff, capacity building 
of POs and assistance to forest management plan / RUP preparation, participatory site 
selection and land use planning, identification of viable livelihood and business 
endeavors, preparation of business plans, viable project proposals and financing 
requests. Without sufficient support it cannot be assured that enough LGUs, POs and 
NGOs can submit acceptable funding proposals. Under the WB CBRMP in Negros 
Oriental, only 2 out of 22 municipalities were able to submit a project proposal and 
access funds within 5 years!  
 
Phase II: Implementation. Program years 3 to 7 (starting already in year 2) are the 
main implementation phase for program measures such as forest management and 
utilization, tree planting, mangrove rehabilitation, introduction of sustainable agriculture, 
livelihood projects and rural infrastructure improvement. From the beginning a close 
progress monitoring will take place of the afforestation success in newly established 
plantations (condition for subsidy payment), as well as of the socio-economic and 
ecological program impacts. Program beneficiaries shall be further supported in the 
management of their plantations and livelihood endeavors. POs shall receive support in 
financial auditing. At the end of year 7, a final program evaluation is planned. 
 
Phase III: Phasing out of external assistance. Partly overlapping with phase II, starting 
from year 6 the external support to POs shall gradually phase out. The POs shall be 
coached to handle all affairs by themselves. Annex 8 presents details of the schedule. 
 
 
7.3.2 Participatory Program Planning and Implementation Process 
 

Figure 7-3 illustrates the proposed planning and preparation process, Figure 7-4 the 
implementation process and supporting organizations. 
 
Preparation and screening of project financing proposals. The program has to focus its 
resources. After the initial awareness campaign and explanation of program details the 
interested LGUs, POs and NGOs have to submit a letter of interest accepting the terms 
and conditions. If they do this capacity building and preparation of project proposals 
and financing requests will start, if not they cannot receive further support. The number 
of eligible LGUs and POs is not limited to the pre-selected sites, others can join.  
 
The project proposals and financing requests shall be prepared by the respective 
borrowers POs, LGUs and conduit NGOs (the latter on behalf of the farmers they want 
to assist). The proponents will receive support from DENR, LBP, consultants, GTZ, 
DED and CIM personnel and contracted NGOs. The Screening Committee of the 
Program Working Group will aggregate, screen and approve/send back the proposals 
according to program criteria and standards. The financial screening will be done by 
the LBP Lending Centers following their gudelines. The financial assistance shall be 
paid as fixed package of grant and loan funds (the exact percentages shall be defined 
in the Financing Agreement), to assure that grant and loan funds move together.  
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Accepted potential beneficiaries shall receive support in the identification of viable 
projects and submission of tentative proposals to the Screening Committee. If the draft 
project proposal will be accepted the applicant shall receive further support in the 
preparation of detailed market und feasibility studies, business plans and elaboration of 
final project proposals and financing requests. These proposals shall be endorsed by 
the Screening Committee (or sent back for improvement) and submitted to the LBP 
Lending Centers for approval. If it meets the criteria the Lending Centers will sign a 
financing agreement with the borrower and transfer the loan/grant package to the 
respective LGU, PO or NGO.  
 
Flow of funds and implementation of sub-projects. The flow of program funds to LGUs, 
POs and individuals is illustrated in Figure 7-2. LGUs can borrow directly from the LBP. 
POs can borrow from LBP (if found eligible) or from their LGU in case it avails of 
program funds and is willing to pass them on to POs as loan and/or grant. Individuals 
cannot borrow from LBP but can avail of loan and/or grant funds from POs (if they are 
members), from LGUs (if those are willing to pass on funds) or from participating 
conduit NGOs active in the area. 
 
The LGUs have 3 options: (i) they implement the measures themselves, e.g. infra-

structure improvement, (ii) they pass on the funds as loans and/or grants to POs, or (iii) 
they pass on the funds to individual households, e.g. under a co-management 
agreement. If they implement the measures themselves, the respective office (munici-
pal engineer for infrastructure, MAO and ENRO for agroforestry and livelihood) takes 
over the planning, tendering and supervision. For forestry-related activities DENR shall 
provide technical advice and extension services. The work progress will be monitored 
by the Program M&E Team and LBP staff. Payments (installments) will be based on 
monitoring results and meeting of previously agreed criteria. 
 
POs have 2 options: they can (i) implement projects in the name of the PO, or (ii) pass 

on the loan and/or grant funds to their members. Before any harvesting of forest 
products can take place they need an approved RUP (supported by DENR staff and 
TA). If the PO implements measures by itself, the Board will be responsible for sub-
project planning and implementation. Depending on the nature of the activity, extension 
staff from DENR, LGUs, BFAR and contracted NGOs will support the PO. Payments 
will be in installments, upon acceptance of the measures by the Project M&E Team and 
the disbursing organization (LBP, LGU or NGO) according to agreed criteria. 
 
Individual households cannot access loan or grant funds directly, but depend on their 

LGU, PO or a micro-finance NGO active in their area. In planning and implementation 
of measures they will be assisted by extension staff from DENR, LGUs, BFAR, 
contracted NGOs and other involved organizations. Households will be paid by their 
respective PO, LGU or NGO according to agreed criteria. 
  
NGOs will only act as financial intermediaries and pass on the funds to interested POs 
and households for project implementation. 
 
Phasing of grant and loan based activities. During the first and second year mainly 
grant-funded TA, capacity building and extension, feasibility studies and preparation of 
project proposals shall be carried out (for estimated phasing of program costs see 
Table 8-3). Also in the initial phase, around 250 grant-funded on-site demonstrations 
for improved agriculture shall be established. Starting in year 2 and culminating in year 
5, LGUs and POs shall implement investive measures financed through a fixed 
package of grant and loan funds. The fixed ratio of grant and loan funds is necessary to 
ensure that both grant and loan financed measures will be implemented together. 
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Figure 7-3:    Participatory Project Planning Process 

 

 
 
 

LGUs POs NGOs 

Identification of potential partners according 
to set of criteria 

Awareness campaign, explanation of project 
measures, terms and conditions 

Expression of interest, commitment to 
program terms and conditions out no 

Capacity building, project development, 
support to become eligible for LBP borrowing 

yes 

Project proposal for program support 

Screening of project proposal by working 
group committee out no 

Preparation of detailed feasibility studies and 
project proposals, financial package 

yes 

Package of measures for project funding, 
endorsed by project working group 

Financial screening of proposal and financing 
request by LBP Lending Center out no 

Signing of financing agreement (loan and 
grant portion) with LBP Lending Center 

yes 

Provision of loan and grant fund package 
through LBP Lending Center 

LGUs POs NGOs 

Takers of grant/loan 
package, financial 

intermediaries 

Screening Committee 

DENR, LBP Lending 
Centers, LGUs, NGOs, 
TA 

DENR, LBP Lending 
Centers, LGUs, NGOs, 
TA 

Screening Committee 

DENR, LBP Lending 
Centers (guidance), 
LGUs, NGOs, TA 

LBP Lending Centers 



- 91 -  

 

Figure 7-4:  Implementation of Project Measures and Support Organizations 
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7.3.3 Site Selection, Land Allocation and Land Use Planning 

 
Criteria for site selection. Since the program measures will largely be loan financed, the 
sites cannot directly be selected but depend on eligible and interested LGUs and POs. 
The program can only suggest criteria to be considered by LGUs and POs. 
Afforestation measures should concentrate on (i) critical watersheds in need of 

rehabilitation within CBFMA, PACBRMA or covered by a co-management agreement, 
and (ii) open areas within CBFMA with sufficient potential for productive timber 
plantations. Suitable sites for enrichment planting with timber trees or rattan are 
degraded natural forests within CBFMA. Mangrove rehabilitation shall be concentrated 
on coastal areas threatened by high waves and/or where spawning grounds for fish 
and crustaceans have been destroyed. Further selection criteria for specific forest 
rehabilitation models are given in chapter 6.5.2.  
 
The improvement of upland agriculture and other livelihood support measures should 

ideally be connected to forest rehabilitation (i.e. reserved for PO members active in 
forest rehabilitation, or barangay households in case the LGU borrows). The site 
selection for infrastructure rehabilitation will de-facto be done by the borrowing LGU. 

Also the improvement of rural roads, drinking water supply, agricultural irrigation 
systems and village whole-sale markets should ideally focus on barangays involved in 
forest rehabilitation. 
 
Land allocation. Security of tenure is a vital pre-condition for any support to forest 
rehabilitation or agroforestry improvement. So the land has first to be allocated to POs 
(CBFMA, PACBRMA, CADT) or individual households (private titles, CSC or tenurial 
instruments within co-management agreements). Since many POs and households 
with tenurial instruments need support, first these partners shall be targeted. During 
program implementation new tenurial instruments can be issued and additional POs 
can be included, but the program will not actively promote the issuance of new CBFMA 
etc. 
 
Land use planning. For identification of critical watersheds and coastal zones in need 
of rehabilitation and other strategic land use planning, satellite images have proven to 
be a very useful tool. NAMRIA offers Landsat TM scenes in digital form and in 
mapsheet format at 1:50,000 scale (see examples in Annex 13). It is suggested that 
the program purchases a complete set for Panay and Negros as basis for strategic 
land use planning. For detailed afforestation planning these maps may have to be 
enlarged to 1:25,000 or 1:10,000. 
 
With eligible POs a bottom-up participatory land use planning (PLUP) shall be carried 
out prior to actual project implementation. During this planning exercise on village level, 
NGO, DENR and LGU technicians shall help farmers to identify areas to be kept under 
agriculture or as pastures, to carry out a suitability mapping and to match the appro-
priate rehabilitation model and species combination to a specific site. The suggested 
approach is land system mapping, identifying landform, soils, vegetation, drainage and 

microclimate for small patches of land. An integrated approach for land system 
mapping and presentation of land use data is given in Annex 6-8. 
 
For program afforestation the CBFMA shall be considered as compartment and the 
proposed afforestation areas as sub-compartments. The size of one sub-compartment 

should not be more than 50 ha and planted to only one afforestation model. In one 
CBFMA several sub-compartments can be planted under the program, with the same 
or different models. The sub-compartment shall be the monitoring and payment unit. It 
has to be mapped accurately at the scale of 1:10,000, using a GPS. Before any 
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afforestation activities will start a reforestation contract has to be signed between PO 
and DENR, specifying the area, model, monitoring criteria and subsidy installments. 
 
 
7.3.4 Mechanisms to Avoid Regulatory and Financial and Bottle-necks 

 
The following regulatory and financial and bottle-necks may affect a smooth progam 
implementation: 

 Some CBFMAs in the program provinces suggested for reinstatement may not be 
finally approved until program start. 

 The logging moratorium may not be lifted for plantations; utilization may still be 
only possible upon written permission by the DENR Secretary. 

 The preparation and approval of 5-year management plans incl. resource use 
plans may take longer than expected, partly due to cumbersome regulations 
(100% forest inventory). 

 Mechanisms for co-management of forests and mangroves and for communal 
forests according to the Local Government Code may not be sufficiently 
developed. 

 The DENR may have difficulties to obtain/mobilize the required counterpart funds, 
especially for additional staff and maintenance & operation expenses. 

 The DENR counterpart funds may not be released fully and in time, e.g. not in the 
first quarter, thus jeopardizing extension to POs in the first months of each year. 

 LGUs and POs may have difficulties to provide the required 20% equity/ 
counterpart contribution for afforestation, livelihood projects and rural infrastructure 
in cash. 

 
To avoid these bottle-necks and to ensure a successful program implementation, the 
following mechanisms are suggested: 

(1) Start with POs having a valid CBFMA (most of them anyway) and follow-up the 
reinstatement process if still necessary 

(2) The DENR is asked to make CBFM regulations more user-friendly, especially lift 
the logging ban for plantations and review the 100% inventory requirement 
(should be replaced by a sample inventory). At the initial stage of the program 
special emphasis shall be given to co-ordination with DENR/FMB and other 
relevant projects, to review and streamline CBFM regulations. 

(3) The DENR and LGUs are asked to consolidate experiences and lessons learned 
from co-management, the Upland Agroforestry Program, and communal forests if 
already piloted anywhere in the country. The CBFMMP shall support this review 
and elaborate mechanisms for further development and introduction, especially 
for forest and mangrove areas not covered by other tenurial instruments. 

(4) It is understood that DENR can only dedicate a small part of its normal budget 
allocation to program implementation, under the present scenario that all loan 
and grant funds are managed by LBP. It has been discussed and shall be further 
investigated if the GOP (on behalf of DENR) can shoulder parts of the loan and 
pass it on to DENR. Possibly a certain percentage can be used to cover 
management expenses (as practiced under the WB CBRMP). 
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(5) If Philippine program funds pass through the usual channels via regional offices, 
payments are often delayed. It is therefore suggested that DENR counterpart 
funds shall be directly disbursed to the 2 PMOs in Iloilo and Dumaguete. 

(6) Several LGUs mentioned that they will have difficulties to raise cash counterpart 
funds, but can offer to provide services, equipment, materials, and to cover 
maintenance costs. This applies even more to POs. It shall be considered, 
therefore, that LGUs and POs can provide their equity (at least partially) in kind. 

 
 
7.3.5 Alternative Approaches in the Event the Credit Demand in the Area is 

low 

 
The FS has shown that many LGUs and POs are somewhat reluctant to take a loan 
under the offered conditions, or they are not eligible yet. The main approach will be to 
capacitate potential borrowers to meet LBP accreditation criteria, prepare viable project 

proposals and financing requests. Besides, the offered loan/grant packages would be 
more attractive to borrowers if the grant component could be increased (e. g. the GOP 
shoulders part of the loan). In some areas the credit demand may still remain low, 
however. In this event the following alternative approaches are proposed, if loan funds 
are not moving: 

(1) The POs will have to pass the strict standard LBP accreditation criteria, if they 
want to avail of project funds. It will be hard for many POs to meet these criteria 
(at least initially), even if given assistance for capacity building. This will be the 
major cause that the expressed demand will not be converted into effective 
demand. The strategy, while continuing and even expanding capacity building for 
POs, is to make these POs qualify to borrow from LBP accredited conduits 

operating in the area. These conduits may include Quedancor and Rural Banks, 
NGOs and other CFIs willing to participate in the CBFMMP.  

(2) Another strategy (will take time) shall be to convert PO associations into 
cooperatives and have these coops pass the accreditation criteria. 

(3) It shall be allowed that also POs (associations and cooperatives) without a 
CBFMA but with ISF areas or involved in co-management, communal forests or 
the UAFP may apply for program support and access loan and grant funds.  

(4) Livelihood project proposals shall not only be limited to forestry-related activities, 
but also other options which pass certain (to be determined) environmental and 
poverty reduction criteria. 

(5) As practiced in the current ADB Farm-to-Market Road Project under the 
Department of Agrarian Reform (includes Panay), LGUs are excempted from 
repaying the loan if they cover all maintenance costs for 10 years. A simlar option 
may be discussed with DOF/KfW, since it will definitely increase the interest to 
avail of a loan (and make the CBFMMP loan program more competitive to the 
ADB/DAR scheme).  

(6) Some LGUs showed interest to borrow for infrastructure not supported by the 
CBFMMP, such as heavy equipment, sanitary land fills, slaughter houses, public 
markets etc. These investments are financed, however, under the KfW/LBP LGU 
Loan Program for the Visayas. In case these LGU loan funds flow fast, there may 
be the possibility to transfer some CBFMMP loan funds to that program (and 
make the remaining loan/grant ratio more attractive to borrowers). 
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7.4 Monitoring System 

 
Overall set-up. The program M&E system has to cover the following aspects: (i) 
program progress monitoring, (ii) socio-economic impact monitoring, (iii) and 
environmental impact monitoring. Based on the recommendations from the CBFMP 
Quirino, no separate program monitoring center shall be created, but a multi-agency 
M&E team (around 10-15 members) shall be attached to the Program Working Group. 
Members of the composite M&E team will come from the DENR regional offices, the 
provincial governments, LBP, DILG and NGOs. The respective agencies shall shoulder 
their salaries, while operation expenses shall be borne by the program. For specific 
impact studies specialized NGOs or research institutes shall be contracted. The 
financial M&E will be done by LBP staff and the Commission on Audit. 
 
 
7.4.1 Program Progress Monitoring 

 
The main elements of a program progress monitoring system providing critical 
information, indicators, adjustment and feed-back mechanisms are presented in Table 
7-1. 
 
Table 7-1: Critical Information, Indicators, Adjustment and Feed-back Mechanisms 

for Program Progress Monitoring 

 
Program component Critical information, 

indicators 
Sources of 
information 

Feed-back 
mechanisms 

1)
 

Capacity building Acceptance of project 
proposals and finan-
cing requests 

LBP Lending Centers Re-focus of training 
and extension to LGUs 
and POs 

Number of resource 
use permits issued 

DENR Regional 
Offices R6 and R7 

Increased technical 
support and extension  

Amount of loan and 
grant funds disbursed 

LBP Lending Centers Re-focus of training 
and extension to LGUs 
and POs 

Forest and mangrove 
rehabilitation 

Area of thinning and 
harvesting demos 

Project M&E Team Increased technical 
support and extension  

Successful implemen-
tation of each model 

Project M&E Team Increased technical 
support and extension 

Livelihood 
improvement 

Number of POs and 
households participate 

Project M&E Team Increased technical 
support and extension 

Area of demonstrated 
techniques adopted 

Project M&E Team Re-focus of demos, 
review of approach 

Loan/grant amounts 
spent on each option 

Project M&E Team, 
POs, LGUs, LBP 

Re-focus of extension 

Infrastructure 
improvement 

Quality and quantity of 
infrastructure type 

Project M&E Team, 
LGUs 

Re-focus of TA to 
LGUs 

Loan/grant amounts 
spent on each option 

Project M&E Team, 
LBP, LGUs 

Re-focus of TA to 
LGUs 

1) in case M&E indicates negative development or calls for action 

 
Common performance indicators. In the Plan of Operation the implementers shall 
formulate key result areas and expected results. A list of suggested indicators for the 4 
results is shown in Appendix 2 Logical Framework and Table 7-1 to 7-3. In the Plan of 
Operation the quantity, quality and time shall be specified, at mid-term review in year 3 
and end-of-project evaluation in year 7. Of special importance will be the number of 
LGUs and POs with approved project proposals/financing requests in year 3. At least 

50% of the expected target group should have access to program funds then, i.e. 13 



- 96 -  

 

LGUs and 25 POs. By year 5, the remaining 50% should have started to implement 
sub-projects. On this basis the respective agencies (especially DENR and LBP) shall 
define mile stones and individual performance indicators to synchronize their activities 
and to achieve the intended results. A useful guideline to define major final outputs 
(MFO), performance indicators and activities has recently been compiled by DENR. It 
contains the following 3 MFOs with corresponding objectively verifiable indicators and 
necessary activities: 

 MFO 1: Plans and policies developed, promoted, implemented, monitored and 
evaluated. 

 MFO 2: Ecosystems and natural resources developed, protected, conserved, 
enhanced and degraded ones rehabilitated. 

 MFO 3: Appropriate and comprehensive regulations and standards implemented, 
monitored and enforced. 

 
Afforestation monitoring. A specific part of the program progress monitoring is the 
check of survival rates / reforestation success of forest rehabilitation measures. Since 
they are grant financed, the release of subsidies requires that they meet certain 
standards. The monitoring and acceptance of reforested sites by the Project M&E 
Team is the basis for all reimbursement of material cost and labor subsidies. The cost 
for M&E has been calculated according to figures supplied by the DENR and included 
in the Cost and Finance Table (Appendix 3). Generally each sub-compartment will be 
monitored three times: (i) after planting as outlined in the model design, (ii) survival 
check after one year, and (iii) final survival check 3 years after planting. 
 
Criteria. The sub-compartment (SC) is the basis of assessment and payment. The PO 
President should sign the contract at the time of PLUP. According to the usual DENR 
standard a survival rate of 80% will be required, respectively a number of surviving 
seedlings equal to 80% of the design standard.  
 
Documentation. As generally required for KfW assisted projects, the following 

documents must be available for inspection by the monitoring team: 

 Completed and signed afforestation contract 

 Tenurial instrument 

 PLUP documents including a village land use sketch map 

 Up-to-date sub-compartment record sheet 

 Sub-compartment map at 1:10 000 
 
Sub-compartment area. For payments to the PO the net planted or treated area 

applies. At the time of PLUP, a planning map of the sub-compartment will have been 
drawn and an area estimated for planning and planting purposes. For planted SCs, 
after planting, the SC boundary of the actual planted area and not the planned area 

must be drawn or adjusted from the planning map boundary using GPS information. 
This map adjustment and area recalculation can be done either manually or preferably 
using a computer and downloaded GPS information. The M&E Team shall check the 
SC area with a GPS. 
 
Species mixture. To support the project aim of increasing biodiversity in the region, a 

minimal requirement of planting or seeding two species applies (with exception of 
rattan enrichment). To be eligible, a species must have a minimum of 20 percent 
representation at the time of monitoring.  
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Protection. For all sub-compartments an allowance for guarding is provided. Therefore 

the condition of protecting the sub-compartment from damage by grazing animals or 
wood collecting within the first 3 years will be strictly applied.  
 
Acceptance of livelihood and infrastructure projects. At the time of the FS the detailed 
approach and criteria for monitoring and acceptance of livelihood and infrastructure 
projects by LGUs, LBP and DENR were not known. The detailed procedures have to 
be developed and agreed upon during operations planning. 
 
 
7.4.2 Environmental Impact Monitoring 

 
The purpose of environmental monitoring is to determine positive and negative impacts 
of program measures on soil and water, vegetation cover and biodiversity. Positive 
impacts are expected from revegetation of denuded watersheds and reduction of soil & 
water erosion on unsustainably farmed slopes. Potentially negative effects may occur 
through increased/wrong use of fertilizer and pesticides and infrastructure measures. 
The monitoring will show if mitigating measures are successful or have to be increased. 
As most of the project activities are expected to be ecologically beneficial, a lean EIA 
will have to be supplemented by sustainability criteria, by assessments of erosion 
control impacts and other relevant aspects (e.g. groundwater recharge). Of special 
importance are photo plots revisited and documented each year. Routine checks can 
be carried out by the Project M&E Team, for special studies the University of the 
Western Visayas or specialized NGOs shall be contracted. The main elements of an 
environmental impact monitoring system providing critical information, indicators, 
adjustment and feed-back mechanisms are presented in Table 7-2. 
 
Table 7-2: Critical Information, Indicators, Adjustment and Feed-back Mechanisms 

for Environmental Impact Monitoring 

 
Program component Critical information, 

indicators 
Sources of 
information 

Feed-back 
mechanisms 

1)
 

Forest and mangrove 
rehabilitation 

Soil erosion through 
harvesting demos 

Special environmental 
impact assessment 

Review of harvesting 
techniques, training 

Soil & water conserva-
tion through refo 

Special environmental 
impact assessment 

Adjustment of models, 
site selection criteria 

Conservation/increase 
of biodiversity 

Special environmental 
impact assessment 

Adjustment of models, 
site selection criteria 

Livelihood 
improvement  
(esp. upland farming, 
aquaculture) 

Soil & water conserva-
tion through improved 
upland agriculture 

Special environmental 
impact assessment 

Re-focus of demos, 
review of approach 

Use of fertilizer, herbi-
cides and pesticides 

Special environmental 
impact assessment 

Increased extension 
and supervision 

Protection of 
mangrove resources 

Project M&E Team Increased extension 
and supervision 

Infrastructure 
improvement 

Soil erosion through 
road improvement 

Project M&E Team Increased extension 
and supervision 

Watershed protection/ 
rehabilitation to assure 
water supply for irrig. 

Project M&E Team,  Review support to irrig 
and drinking water, 
increased extension 

1) in case M&E indicates negative development or calls for action 
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7.4.3 Socio-Economic Impact Monitoring 

 
Socio-economic monitoring shall be carried out to assess the impact of the program on 
participating households and changes in the livelihood of program-affected villages. 
Program and control POs, villages and households will serve as universe to distinguish 
program impact from external influences. Benchmarks will be set by a baseline survey 
(with benchmark parameters used by NEDA), whilst period monitoring and a mid-term 
impact assessment will allow proper steering of the program by the PEAs and KfW. 
Additional case studies may be decided upon ad-hoc to get information on issues 
arising during implementation, such as the degree of participation of beneficiary 
households or the gender effectiveness of project implementation mechanisms. For 
socio-economic impact monitoring the University of the Western Visayas or specialized 
NGOs shall be contracted. 
 
Table 7-3: Parameters, Source of Information and Feed-back Mechanisms for 

Socio-economic Impact Monitoring 

 
Program component Parameters Sources of 

information 
1)
 

Feed-back 
mechanisms 

2)
 

Capacity building Loan absorption 
capacity of POs 

LBP Lending Centers Increased technical 
support and extension 

Proportion of women 
membership in POs 

Project M&E Team Increased gender 
sensitive extension  

Proportion of women 
members in decision-
making positions 

Project M&E Team Increased gender 
sensitive extension 

Number of PO 
members 

Project M&E Team Increased technical 
support and extension 

Forest and mangrove 
rehabilitation 

Price of wood and 
non-wood products  

Project M&E Team Review of marketing 
strategy  

Number of PO mem-
bers finding income in 
forestry 

Project M&E Team Increased technical 
support and extension 

Increase of household 
income from forestry 

Special investigation Increased technical 
support and extension 

Livelihood 
improvement  

Increased income of 
PO and members by 
implemented option 

Special investigation Review options and 
approach 

Proportion of families 
below poverty line 

Special investigation Review approach 

Number of farmers 
working off-farm 

Special investigation Increased technical 
support and extension 

Percent of wood 
production processed 

Project M&E Team More assistance in 
wood processing 

Price for fruits and 
vegetables 

Project M&E Team Review marketing and 
propagation of option 

Price for fish, oysters 
and crabs 

Project M&E Team Review marketing and 
propagation of option 

Number of families 
with access to piped 
drinking water 

Project M&E Team Re-focus and increase 
TA / extension 

Number of farmers 
with access to irrigat. 

Project M&E Team Re-focus and increase 
TA / extension 

Infrastructure 
improvement 

Transport volume of 
commodities 

PO and barangay 
records,  

Assess need for better 
infrastr., marketing 

1) initial information comes from baseline survey by contracted institute or NGO 
2) in case M&E indicates negative development or calls for action 
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Socio-economic baseline study. The impact monitoring shall be implemented in the 
form of an ex-ante project impact assessment which will estimate the potential project 
and post-project impacts by comparing them against selected actual parameters from 
extensive baseline studies including chain of impacts. These baseline studies should 
be initiated after the first POs and LGUs have been able to access program funds, but 
before implementation of project measures has started. This would ensure that the 
baseline studies really cover villages actually participating in the program. The follow-
up impact survey would not take place before 5 years (ideally 6) after completion of the 
baseline study, so that forestry, livelihood and infrastructure interventions had a chance 
to show some impact. Such study would necessarily be completed in advance of 
closure of the donor-investment phase in year 7. In addition, a mid-term review of the 
program would be concluded no later than 30 months after acceptance of the 
operations plan. The end of program technical audit could be usefully combined with 
the results publication from the impact study. The proposed parameters for baseline 
studies and socio-economic impact assessment are shown in Table 7-3. 
 
 
7.5 Technical Assistance Support Services  

 
7.5.1 Requirements for Technical Assistance and Training 

 

The proposed program includes several new components which require capacity 

building, technical assistance and training. Technical assistance is considered to be 

necessary in the general fields of: 

 Advisory support and management training to program management staff, support 
in preparing the plan of operation and annual work plans, procurement documents 
and tender specifications, program progress monitoring 

 Institution and capability building for POs, support in preparation of forest 
management plans, annual work plans and resource use plans, assist in project 
proposals and financing requests for livelihood measures and infrastructure 
improvement 

 Participatory afforestation/land use and project planning, train DENR and LGU 
technicians in participatory communication, planning, extension and training 
techniques, coach them on-the-job, 

 Silviculture / general forest and mangrove management, plantation establishment, 
tending and maintenance, forest management and sustainable utilization, 
trials/demonstrations, improvement of upland agriculture, dualistic farming, 
establishment of on-farm-demonstrations 

 Data processing and data bank design, trouble shooting, train PMO, 
PENRO/CENRO and Project M&E Team computer operators, satellite data 
interpretation, land use mapping and planning, use of GPS and GIS, 

 Design and set-up monitoring system, prepare monitoring guidelines, carry out 
M&E of survival rates and fulfillment of payment criteria, baseline studies and 
socio-economic M&E. 

 
 
7.5.2 Proposed Technical Assistance Inputs 

 
Technical assistance in the above fields is best provided using a mix of both national 
and international consultant specialists and expertise. For a program such innovative 
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and complex, at least 36 WM of international and 36 WM national consultants are 
deemed necessary, spread over a period of 7 years. In order to avoid confusion and 
excessive familiarization time, it is considered to be more advantageous to have a few 
specialists for longer periods on site in order to do in-depth work, than many specialists 
for short periods each. Thus the different specialties of the national and international 
specialist inputs shall be limited as indicated in Table 7-4. The roles of the CTA shall be 
broadened to also include program building, institutional strengthening, co-ordination 
with other agencies and programs, set up of demonstrations and monitoring of program 
progress until the arrival of the M&E quality control specialist in program year 3.  
 
Table 7-4: Technical Assistance Input Requirements 

 

 International Consultants Working-months 

1 CTA (CBFM Program Specialist), incl. planning, manage-
ment, monitoring and institutional strengthening 

 24.00 

2 Forest management, resource use planning and extension 
specialist (incl. GPS, land use mapping) 

 3.00 

3 Upland agriculture specialist  3.00 

4 Socio-economic M&E specialist  2.00 

5 M&E quality control specialist  4.00 

 Total international WM  36.00 

 National Consultants  

1 CBFM specialist (incl. capacity building and PLUP)   10.00 

2 Livelihood development specialists (for various options)  9.00 

3 Engineer, infrastructure specialist  3.00 

4 Mangrove and aquaculture specialist  2.00 

5 Marketing specialist  2.00 

6 Computer and data base training specialist (incl. GIS)  3.00 

7 Socio-economic and gender specialist  2.00 

8 Financial management / microcredit specialist  2.00 

9 Unallocated  3.00 

 Total national WM  36.00 

 
While the consultants will be allocated to the PMO, most support will be provided on 
provincial level to ensure efficient program implementation. The mentioned consulting 
input is the absolute minimum considering the complexity of the program and the 
amount of capacity building required. It is way below the standard in comparable 
German FC projects, but it will be hard to use more of the grant portion for consulting 
services. The TA has therefore to be augmented by other German development 
agencies or other budget lines. The timing of consulting inputs will depend on program 
requirements and progress. Table 7-5 gives a tentative schedule for program year (PY) 
1 to 7 consistent with the proposed overall implementation schedule in Annex 8. 
 
Table 7-5: Tentative Schedule of Consultant Inputs 

 

Consultant PY 1 PY 2 PY 3 PY 4 PY 5 PY 6 PY 7 
International        

CTA        

Forest Mgnt.        

Upland Agric.        

Socio-ec M&E        

Quality M&E         
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Consultant PY 1 PY 2 PY 3 PY 4 PY 5 PY 6 PY 7 
National        

CBFM Sp.        

Livelihood Sp.        

Infrastructure        

Mangrove Sp.        

Marketing        

Data base        

Socio-ec, gen        

Financial Sp.        

Unallocated        

 
 
7.6 Provision of Vehicles and Equipment 
 
The current level of transport, office, training and technical equipment of the DENR is 
not sufficient to warrant an effective and efficient implementation of the program. In 
order to capacitate the PMO, PENRO and CENRO, the program shall provide essential 
means to strengthen the operating capacity of the CBFM staff. The detailed 
specifications will be prepared during the operations planning of the program and 
submitted to KfW for approval. The following equipment categories are foreseen: 

 Transport. One 4WD station wagon, 7 4WD pick-ups and up to 30 motorbikes for 
CBFM technicians are proposed. 

 Office, training and mapping equipment. computers plus software, printers, photo 
copiers, fax, cameras, projector, pinboards, books, training manuals and extension 
materials, scanners, plotter, topographic maps, satellite images, survey equipment, 
GPS, binoculars, fire fighting tools. 

 
Special attention is given to CENRO extension staff with essential means of transport 
and equipment, like motor cycles, GPS, office furniture (chairs, tables, cabinets), 
whiteboards, books and extension material.  
 
 
7.7 Cooperation with other German Development Agencies 

 
It is the wish of the German Government that all German development agencies should 
network and use synergy effects. The Visayas are a priority region for German 
development assistance and several agencies are active here. All of them have been 
contacted and a close cooperation has been agreed (to be formalized in a cooperation 
agreement). 
 
The German Agency for Technical Cooperation (GTZ) provides technical assistance to 
the Environment and Rural Development Program in the Visayas. It includes the 
components Community Based Forest Management in Leyte (offices in Tacloban and 
Baybay), Coastal Fisheries Resources Management (offices in Iloilo and Maasin/ 
Leyte), and Solid Waste Management. Within the CBFM component valuable 
experiences have been made regarding capacity building, participatory project planning 
and implementation, forest management planning and extension to POs. Starting with 
the implementation of the CBFMMP Panay and Negos, GTZ is expected to extend its 
CBFM support program from Leyte also to the Western Visayas. Technical assistance 
support will be especially required for the preparation of 5-year work plans including 
resource use plans of CBFMAs and the support to POs in developing project and 
financing proposals. The TA may include an international adviser, short-term 
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consultants, national project staff, training and capacity building. Like in the Coastal 
Fisheries Resources Management Program, a satellite office may be established in 
Iloilo. In return, the CBFMMP could provide much needed capital to implement 
measures suggested by the GTZ CBFM program.  
 
The close cooperation with the coastal fisheries component would be vital when 
coastal livelihood projects shall be financed. In fact, the CBFMMP can only provide 
such contributions in the framework of a specialized coastal resources management 
project.  
 
The German Development Service (DED) provides technical assistance in upland and 
coastal resources management primarily to LGUs. The DED has detailed advisers to 
Negros Occidental (San Carlos) to support watershed rehabilitation and to Cebu and 
Sipalay / Negros Occidental for coastal resources development. As a possible 
cooperation, the DED staff could assist in PO capacity building and the preparation of 
project and financing proposals. The CBFMMP could provide financial inputs to POs 
capacitated by the DED project. 
 
Under the German integrated expert program (Center for International Migration or 
CIM), 2 advisers have been working already for several years in Bacolod / Negros 
Occidental and Kalibo / Aklan. They give advisory support primarily to NGOs on 
sustainable forestry and agroforestry development. As mentioned above, under a 
cooperation agreement the CIM staff could assist in PO capacity building and the 
preparation of project and financing proposals. The CBFMMP could provide financial 
inputs to POs capacitated by CIM. Since the CIM position in Bacolod will expire within 
2006, it has to be extended for at least 3 years if a cooperation should materialize. 
 
 
7.8 Model Function and Transfer of Results 

 
The program shall introduce the following innovations which may have model functions 
for the national CBFMP and other programs: (i) support to POs after they have 

received a CBFMA through capacity building and investive measures, (ii) management 
and sustainable utilization of established plantations, creating income for tree farmers, 
(iii) decisive role of LGUs in project planning and implementation, (iv) processing, value 
adding and marketing of forest and agroforest produce, (v) improved upland farming 
methods like dualistic cropping, diversified farming and multi-storey tree cropping, (vi) 
bottom-up participatory land use planning and site suitability mapping, (vii) capacitate 
POs to access financial services, package of grant and loan funds to avoid dole-out 
attitude, and (viii) a multi-agency program monitoring team to check the afforestation 
success before any payment.  
 
The CBFMMP shall be fully integrated in the national CBFMP. All experiences shall be 
shared with other programs (preferably moderated by the Forest Management Bureau 
(FMB) CBFMP Office) and lessons learned by others shall be considered. Whenever 
necessary, the program shall also submit proposals for improving the legal and 
administrative framework for CBFM. 
 
 
7.9 Exit Strategy 
 
After termination of external assistance, the beneficiaries shall be in a position to 
independently protect, manage and utilize their forest resources on a sustainable basis. 
Realistically seen, most government support and extension to project beneficiaries will 
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phase out after termination of outside support. POs cannot expect any financial or 
material support after the program ends, besides extension support from DENR within 
its regular CBFM program. The exit strategy, therefore, has to start already during 
project implementation and has to focus on building self-help capabilities. It will include 
the following components: 

 Improve CBFM guidelines to make them more user-friendly and to allow the 
harvesting of forest plantation products. 

 Capacitate POs to obtain resource use permits, to prepare medium-term forest 
management plans, to utilize their forests and to earn enough income to manage 
their CBFMA without much outside help. 

 Make POs eligible to access loan funds from LBP and financial intermediaries and 
capable to prepare project proposals, business plans and financing requests 

 Upgrade knowledge and skills of POs and farmers through specialist training, 
seminars and demonstrations (e.g. on viable livelihood options, wood processing, 
marketing, improved upland farming, aquaculture), 

 Train farmer extensionists (key farmers who volunteer to pass on knowledge to 
others) in all relevant techniques, support on-farm demonstrations and provide 
extension material 

 Facilitate cost recovery and maintenance systems for rural infrastructure through 
POs and LGUs 

 Capacitate the extension staff of DENR and LGUs to further provide the required 
services to POs, even after termination of external assistance. 

 
The strategy of supporting improved technologies through pilot projects, promotion 
projects and micro-projects is designed to build sustainability into the upland 
agriculture/ agrofrestry component. By end-of-project most farmers in the program 
areas will have been exposed to improved production technologies for a range of 
commodities through training sessions on the pilot and promo project farms and 
cross-farm visits. Once farmers have been convinced that the production systems 
are profitable enough to improve their quality of life and family welfare they are 
more likely to want to fund their own micro-projects. Contact with the program will 
have made them aware that support is available from outside their communities. 
 
 
8 OVERALL COST AND FINANCING 

 
8.1 Overall Cost 

 
Available budget. According to the TOR and communication by KfW, German FC funds 
of EUR 3 million grant and EUR 4 million loan shall be available for Panay and Negros 
Occidental, plus IDF funds of EUR 3.5 million (suggested 40% or EUR 1.5 million grant 
and 60% or EUR 2 million loan). So the total FC funds for Panay and Negros would be 
EUR 4.5 million grant and EUR 6 million loan (scenario 1). In case the IDF funds could 
not be used in the intended form, at least the original EUR 3 million grant and EUR 4 
million loan would be available (scenario 2). The FS team suggests to include Negros 
Oriental even under a reduced budget because of various reasons explained in chapter 
11. Appendix 3 contains indicative cost and financing plans for both scenarios (Tables 
1 and 2). Under scenario 1, 77.3% of the budget could be used for investive measures, 
under scenario 2 only 70.2% (capacity building costs can only partly be reduced). In 
the text below mainly scenario 1 shall be highlighted. 
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Costs. According to the Cost and Financing Plan (for scenario 1 see Table 8-1 and 
Appendix 3 Table 1, for scenario 2 Table 2), total program costs (without beneficiaries’ 
free labor contribution) are estimated to amount to PHP 882.79 million (EUR 13.58 
million at an exchange rate of 1 EUR = 65 PHP). All program costs besides payments 
for international consultancy will be local costs (around EUR 12.83 million or 94.4%). 
The term local costs applies here to payments for goods and services within the 
Republic of the Philippines. Vehicles procured in the Philippines are considered local 
costs. They include also taxes and duties, e.g. 12% VAT on equipment. The free labor 
contribution of the beneficiaries amounts to additional PHP 17.5 million or 13% of the 
total reforestation costs.  
 
Out of the total budget of PHP 882.8 million, PHP 682.5 million (equal to EUR 10.5 
million or 77.3%) are earmarked for the 3 investive components. For forest 
rehabilitation measures PHP 136.5 million have been budgeted (20%), for livelihood 
improvement PHP 273 million (40%) and for rural infrastructure also PHP 273 million 
(40%). For details pls. refer to chapter 8.1.1. This allocation is only tentative and is an 

implication of the present scenario of 1/3 grant and 2/3 loan funds. If a higher grant 
portion were available, (grant financed) forestry measures could come close to 50%. 
There has to be a certain leeway for LGUs and POs to adjust the budget allocation 
according to their priorities, within the overall grant/loan allocation, according to the 
demand-driven nature of this program. 
 
Vehicles and equipment will cost PHP 19.8 million (2.3%). For program management 
and operation a budget of PHP 61.8 million (7.0%) will be required, including PHP 28.7 
million for DENR technical personnel. For training and extension PHP 24.6 million 
(2.8%) shall be required. PHP 63.5 million or 7.2% have been earmarked for consulting 
services. All mentioned budgets include already price contingencies of around 5%. 
Physical contingencies have been calculated with PHP 30.5 million or 3.6% (assuming 
that the disbursement of loan/grant packages will automatically stop when the budget 
line is exhausted). 
 
Management and operation costs include travel expenses and per diems for extension 
staff, review of RUP and mapping, quality check / M&E, hiring of additional staff, 
incentives, meetings, office expenses and materials, communication, vehicle repair and 
maintenance, gasoline, road fees, registration etc. Under management cost, 
PHP 13.1 million have been calculated for LBP management fee and PHP 4.2 million 
for M&E (baseline surveys, progress and impact monitoring). 
 
Under training and extension costs, PHP 1.5 million have been calculated for training of 
DENR and LGU staff, PHP 7 million for PO capacity building (including services of 
NGOs), and PHP 5 million for on-site demonstrations. Extension services through 
DENR and LGUs are valued at PHP 10.5 million. A summary of project cost and 
funding is shown in Table 8-1. The detailed breakdown is given in Appendix 3 to this 
main report (for scenarios 1 and 2). 
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Table 8-1: Program Cost Summary 
 

Description Total Cost
% of   

Total

Maximum German 

FC 
1)

PHP Euro in % PHP Euro in % Total Euro

1 Investive measures 682,500,000 10,500,000 77.3% 20.0% 136,500,000 2,100,000 80% 8,400,000

1.1 Afforestation / rehabilitation 136,500,000 2,100,000 15.5% 20.0% 27,300,000 420,000 80.0% 1,680,000

1.2 Livelihood improvement 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

1.3 Rural infrastructure 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

2 Vehicles 14,600,000 224,615 1.7% 0.0% 0 0 100.0% 224,615

3 Equipment and materials 5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

3.1 Office, training, extension, sat images5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

4 Program management/operation 61,782,014 950,493 7.0% 73.3% 45,290,000 696,769 26.7% 253,723

4.1 DENR maintenance & operation 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

4.2 DENR technical personnel 28,700,000 441,538 3.3% 100.0% 28,700,000 441,538 0.0% 0

4.3 LBP grant mgnt. fee 6% 
2)

13,132,014 202,031 1.5% 0.0% 0 0 100.0% 202,031

4.4 LGUS 5,250,000 80,769 0.6% 100.0% 5,250,000 80,769 0.0% 0

4.5 M&E (baseline, progress, impact) 4,200,000 64,615 0.5% 20.0% 840,000 12,923 80.0% 51,692

5 Training and extension 24,630,000 378,923 2.8% 42.6% 10,500,000 161,538 57.4% 217,385

5.1 PO capacity build., AWP, RUP 7,000,000 107,692 0.8% 0.0% 0 0 100.0% 107,692

5.2 Training for DENR, LGUs, NGO 1,500,000 23,077 0.2% 0.0% 0 0 100.0% 23,077

5.3 On-site demonstrations 5,000,000 76,923 0.6% 0.0% 0 0 100.0% 76,923

5.4 Extension of DENR/LGU to benef. 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

5.5 Study tours 630,000 9,692 0.1% 0.0% 0 0 100.0% 9,692

6 Consultancy 63,540,000 977,538 7.2% 0.0% 0 0 100.0% 977,538

Sub-total 852,252,014 13,111,569 96.5% 22.7% 193,330,000 2,974,308 77.3% 10,137,262

7 Contingencies 30,537,866 469,813 3.5% 22.8% 6,959,880 107,075 362,738

TOTAL 882,789,880 13,581,383 100.0% 22.7% 200,289,880 3,081,383 77.3% 10,500,000

Exchange rate: Peso/Euro        = 65

Philippine Public 

Contribution

 
 
 
8.1.1 Costs by Component 

 
Appendix 3 Table 3 illustrates the effects of loan/grant ratios on the budget shares of 
the 3 components. From the total FC grant of EUR 4.5 million about EUR 1.7 million 
are needed for capacity building, leaving EUR 2.8 million (PHP 182 million) for 
investive measures. Forest rehabilitation has to be 100% grant financed, no PO would 
take a loan for that. Livelihood improvement measures (like fruit tree plantations, crab 
fattening etc) need at least 1/3 grant financing to be attractive to POs and LGUs. Rural 
infrastructure will supposedly be loan funded. For each proposed project the LBP 
expects 20% equity contribution from the borrower. A possible budget allocation under 
these conditions is suggested in Table 8-2. Appendix 3 Tables 5, (6), 10 and 11 show 
the possible differentiation of fund allocations to reforestation types, livelihood options 
and infrastructure measures. The final selection and budget allocation will be up to the 
borrowers, but these tables show a feasible scenario. 
 
Table 8-2: Suggested Budget Allocation by Component 
 

% EUR % EUR % EUR % EUR

Total available 10,500,000 53.3% 5,600,000 26.7% 2,800,000 20% 2,100,000

Forest rehab. 20% 2,100,000 0.0% 0 80.0% 1,680,000 20% 420,000

Livelihood 40% 4,200,000 53.3% 2,238,600 26.7% 1,121,400 20% 840,000

Infrastructure 40% 4,200,000 80.0% 3,360,000 0.0% 0 20% 840,000

Total cost 100% 10,500,000 5,598,600 2,801,400 2,100,000

EquityFC GrantFC LoanPart of total cost

 
 
 
8.2 The Phasing of Project Costs 
 
Program expenditures will be phased over a period of 7 years. Expenditures for 
capacity building, equipment and vehicles will mainly occur in the first 2 years, while 
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costs for investments will slowly increase with main expenditures in year 4 to 6. Table 
8-3 gives an estimate of the program expenditures by year.  
 
Table 8-3: Estimated Phasing of Project Cost (in PHP) 
 
Expenditure Total PY 1 PY 2 PY 3 PY 4 PY 5 PY 6 PY 7

Investive measures 682,500,000 34,125,000 68,250,000 102,375,000 136,500,000 170,625,000 136,500,000 34,125,000

  Afforestation / rehabilitation 136,500,000 6,825,000 13,650,000 20,475,000 27,300,000 34,125,000 27,300,000 6,825,000

  Livelihood improvement 273,000,000 13,650,000 27,300,000 40,950,000 54,600,000 68,250,000 54,600,000 13,650,000

  Rural infrastructure 273,000,000 13,650,000 27,300,000 40,950,000 54,600,000 68,250,000 54,600,000 13,650,000

Vehicles 14,600,000 14,600,000

Equipment and materials 5,200,000 4,160,000 520,000 520,000

Project management/operation 61,782,014 8,826,002 8,826,002 8,826,002 8,826,002 8,826,002 8,826,002 8,826,002

Training and extension 24,630,000 9,852,000 7,389,000 2,463,000 1,231,500 1,231,500 1,231,500 1,231,500

Consultancy 63,540,000 25,416,000 19,062,000 6,354,000 3,177,000 3,177,000 3,177,000 3,177,000

Sub-total 852,252,014 96,979,002 104,047,002 120,018,002 149,734,502 184,379,502 149,734,502 47,359,502

Contingencies 30,537,866 12,215,146 12,215,146 6,107,573

Total 882,789,880 96,979,002 104,047,002 120,018,002 149,734,502 196,594,648 161,949,648 53,467,075

Training, consultancy % 40% 30% 10% 5% 5% 5% 5%

Investment % 5% 10% 15% 20% 25% 20% 5%  
 
 
8.3 Financing 

 
8.3.1 Overall Financing and Sources 
 
Based on the Indicative Cost and Financing Plan (Appendix 3 Table 1), the overall cost 
to be financed from the German FC and Philippine Government contributions is 
estimated at PHP 882.79 million (equivalent to Euro 13.58 million). EUR 3 million (PHP 
195.0 million) shall be provided by KfW as a grant, EUR 4 million (PHP 260 million) as 
a loan. An additional EUR 1.5 million grant (PHP 97.5 million) and EUR 2 million loan 
(PHP 130 million) shall come from interest differential funds (IDF). Cash counterpart 
contribution from LGUs and DENR are supposed to add another PHP 200.3 million 
(EUR 3.1 million). Provisionally the costs have been allocated as 77.3% KfW and 
22.7% Government but these will be adjusted during finalization of program costs as 
will the use of IDF funds.  
 
Beneficiaries will contribute unpaid labor worth around PHP 17.5 million for forest 
rehabilitation measures and a yet unknown amount of free labor for livelihood and 
infrastructure projects.  
 
The DOF will pass on all German FC funds (grant and loan portion) to the LBP. The 
LBP Lending Centers will on-lend packages of 2/3 loan funds and 1/3 grant funds to 
eligible and interested LGUs, POs and NGOs. These funds will be released in the form 
of a “supervised loan”. According to the LBP Lending Center Iloilo that means, the loan 
shall be released in instalments according to accomplishment of certain milestones and 
criteria. Grant funds for capacity building shall be released to the two DENR PMOs and 
to participating LGUs, by LBP at a management fee. It is understood that the borrowers 
will be responsible for repayment of the loan portions. All grant subsidies do not have 
to be paid back. The Philippine side will be responsible to secure the full financing of all 
counterpart contributions in time. Table 8-4 shows the proposed financial contributions, 
by source. 
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Table 8-4: Program Funding Contributions, by Source 
 

Sources of Finance Amount 

(EUR million 

Amount 

(PHP million) 

Share in % 

Philippine public financial contribution 

(DENR funds and LGU funds and equity 

 3.1  200.3  22.7% 

German FC grant  4.5  292.5  33.1% 

  German FC grant (originally for R 6)  3.0  195.0  22.1% 

  German FC grant (IDF, proposed)  1.5  97.5  11.0% 

German FC loan  6.0  390.0  44.2% 

  German FC loan (originally for R 6)  4.0  260.0  29.5% 

  German FC loan (IDF, proposed)  2.0  130.0  14.7% 

Total planned funding cost estimate  13.6  882.8  100.0% 

 
 
8.3.2 Beneficiary Labor Contributions 
 

The total beneficiary contribution of voluntary labor for reforestation shall be 
PHP 17.5 million. This equals a provision of voluntary labor of 17.7% of the total labor 
costs. Table 8-5 shows the details for the 4 forest rehabilitation categories. Since 
practically all project categories will provide ecological benefits but little direct economic 
benefits to participating farmers, their labor input shall be subsidized by 80% for multi-
purpose timber plantations, enrichment planting with trees and rattan, and 100% for 
mangrove rehabilitation.  
 
Table 8-5: Proposed Labor Contribution of Beneficiaries 

 

Category

ha 

(estimat

e)

Material 

cost

Labor 

cost

Labor 

subsidy

Total 

subsidy 
1)

Total

PHP/ha PHP/ha PHP/ha PHP/ha PHP

1 Multi-purpose timber 3,600 8,525 18,846 15,077 23,602 84,966,480

2 Enrichment planting 1,500 6,000 9,016 7,213 13,213 19,819,200

3 Rattan enrichment 500 6,000 12,628 10,102 16,102 8,051,200

4 Mangrove rehabilitation 1,200 10,550 9,342 9,342 19,892 23,870,400

Total 6,800 136,707,280
1)

 100% of material and 80% of labor, for mangroves 100% of labor

Total labor subsidy: 81,357,280

Free labor contribution:17,536,720

Unit Costs

 
Additional voluntary labor valued more than PHP 100 million will be provided for 
livelihood measures and infrastructure improvement (all measures partly or fully loan 
funded). The free labor contributions for fruit tree planting, corn patches, vegetable 
beds, mud crab fattening, grouper raising etc. will significantly reduce the 
establishment costs and thus the required loan amount  
 
 
8.3.3 Proposed Financing of Reforestation Costs by Design 

 
The unit costs for the 4 forest rehabilitation designs were calculated according to the 
material and labor inputs needed for establishment and subsequent maintenance, 
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using the standard labor rate of PHP 170/day applied by DENR for reforestation 
projects. The detailed cost calculations for each of the revegetation designs are shown 
in Annex 6.1 Tables 1-4. Calculated costs include allowances for losses and beating-
up. In actual practice, some good sites may need less expenditure on seedlings than 
the average calculated cost/ha, but other poorer sites may need more beating-up 
expenditure. The cost differences will balance out over a large number of sub-
compartments or sites. 
 
As explained earlier, due to limited grant funding the targeted afforestation area can 
only be 6,800 ha (under scenario 2 only 4.210 ha). The total financial cost of afforesting 
6,800 ha of land shall be PHP 136.7 million of which 20% or PHP 27.3 million shall 
come from Philippine public funds and 80% or PHP 109.4 million from German FC 
(grant). For details refer to Appendix 3 Table 5. 
 
The POs have to produce or buy the seedlings ahead of planting. They have to 
receive, therefore, an advance as part of the loan/grant package from the LBP 
(suggestion: 60% of calculated seedling costs). The other material and labor subsidies 
shall be paid in 2 installments subject to acceptance by the M&E team: the remaining 
40% of material subsidy and 40% of the labor subsidy 1 year after planting, the 
remaining 60% labor subsidy 3 years after planting. Appendix 3 Tables 7-9 show 
details of the proposed phasing and sharing of subsidy payments. Although the labor 
subsidies to be paid by the program have been calculated as being equivalent to a 
percentage of the calculated labor costs respectively the overall costs of forest 
rehabilitation, they shall be paid purely on a “lump sum per hectare” basis subject to 
satisfactory results being achieved.  
 
A summary of these unit costs under each revegetation design, together with the 
proposed sources of funding, is given in Table 8-6. 
 
Table 8-6: Proposed Sharing of Subsidies between German and Philippine FC (per 

ha) 
 

Category

Material 

cost

Labor 

subsidy

Total 

subsidy 
1)

PHP/ha PHP/ha PHP/ha % PHP/ha % PHP/ha

1 Multi-purpose timber 8,525 15,077 23,602 80% 18,881 20% 4,720

2 Enrichment planting 6,000 7,213 13,213 80% 10,570 20% 2,643

3 Rattan enrichment 6,000 10,102 16,102 80% 12,882 20% 3,220

4 Mangrove rehabilitation 10,550 9,342 19,892 80% 15,914 20% 3,978

Total 80% 20%

Unit Costs

German FC

Philippine Finan-

cial Contribution 

Finance

 
 
 
8.3.4 Possible Allocation of Livelihood Funds 

 
Livelihood measures shall be financed through a package of 33.3% grant and 66.7% 
loan funds. In addition, the borrower has to provide equity worth 20% of the total 
project costs. It is hard to predict the funding requirement for individual options, since it 
will depend on the preference of the borrowers. Table 8-7 tries to present a possible 
allocation of funds to various options. All mentioned options have been suggested by 
interviewed POs and farmers/fisherfolks. The possible allocation has been estimated 
by the consultant. It appears feasible that LGUs and POs will request funding and 
implement measures for the calculated PHP 273 million. 
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Table 8-7: Possible Allocation of Livelihood Funds to Various Options 

 
Livelihood option Unit Unit cost (PHP) Estimated no. 

of units

Estimated budget 

(PHP)

Mini sawmills w/kiln dryer sawmill 1,200,000 18 21,600,000

Virgin coconut oil factory 2,542,000 3 7,626,000

Abaca growing material/ha 10,640 3,000 31,920,000

Multi-storey fruit orchard material/ha 11,300 4,000 45,200,000

Coconut intercropping material/ha 12,100 2,000 24,200,000

Corn patches material/0.2 ha 2,100 5,000 10,500,000

Raised vegetable beds material/100m
2

5,200 5,000 26,000,000

Mud crab fattening crab pen 200 m
2

52,000 500 26,000,000

Grouper farming grouper cage 5x5m 41,000 500 20,500,000

Oyster farming Oyster cage 54m
2

1,300 500 650,000

Others (rubber, goats, etheric oils, basket weaving etc) 58,804,000

Total 273,000,000  
 
 
8.3.5 Possible Allocation of Infrastructure Funds 

 
The improvement of rural infrastructure can only be financed through loan funds. 
According to LBP requirements, borrowers have to provide 20% equity to the total 
project costs. Due to the large amounts involved probably only LGUs will be eligible to 
borrow funds for rural infrastructure. They can borrow up to 20% of their IRA (as an 
average PHP 6.6 million annually per municipality). It is difficult to predict if the future 
mayors are committed to borrow PHP 273 million for the 4 suggested infrastructure 
types. Table 8-8 attempts to present a possible scenario. 
 
Table 8-8: Possible Allocation of Infrastructure Funds to Various Options 

 

Infrastructure type

Unit Unit cost (PHP) Estimated no. 

of units

Estimated budget 

(PHP)

Rural road km 600,000 100 60,000,000

Drinking water (spring) village system 630,000 48 30,240,000

Drinking water (deep well) village system 1,240,000 20 24,800,000

Irrigation scheme scheme á 50 ha 7,000,000 18 126,000,000

Village market market 1,000,000 32 32,000,000

Total 273,040,000

 
 
9 IMPLICATIONS OF SUGGESTED LOAN / GRANT MIX AND POSSIBLE 

ALTERNATIVES 
 
According to the TOR and discussions between KfW, DOF and NEDA, the FS has to 
assume a German FC of EUR 3 million grant and EUR 4 million loan, plus IDF funds to 
be mainly used in the form of a loan (at least 60% loan). The flow of program funds 
shall be channeled and controlled by LBP and its branch offices. Grant and loan funds 
have to flow together. According to Philippine regulations, the LBP has to offer loans to 
LGUs and POs at the prevailing market rates (between 9% and 12%) and cannot give 
concessional loans at lower rates. 
 
The FS team has prepared a program proposal along these TOR. The team feels, 
however, that a program predominantly financed through commercial loans at market 
rates may not achieve the intended objective “The project shall contribute to 

sustainable development, protection and utilization of forest resources in selected 
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watersheds and to poverty reduction of the local rural population whose livelihood 
depends on forest resources.” The following sections shall highlight some implications 
of loan-funding on the CBFMMP and suggest possible alternatives.  
 
 
9.1 Implications on Program Focus 
 
Shift from forest and mangrove rehabilitation to rural development. The rehabilitation of 
forest and mangrove resources (especially in degraded watersheds) does not yield 
financial returns fast enough and high enough to convince POs (or LGUs) to take up a 
commercial loan. All reforestation and enrichment measures have to be grant financed. 
With the limited grant portion, only 6,800 ha of reforestation can be carried out (with 
only EUR 3 million grant even only 4,200 ha), much less than the 17,660 ha originally 
mentioned in the DENR proposal (assuming only grant funds). As pointed out in 
chapter 8.1.1, only 20% of program investments can be in forestry, 80% of funds will go 
to livelihood measures and rural infrastructure. It is only logical for the borrower to 
invest in financially attractive endeavors, which will often only vaguely be related to 
forest and mangrove rehabilitation.  
 
Focus not on poverty and environmental problems, but on “loan absorption capacity”. 
Originally the program wanted to achieve poverty reduction of the local rural population 
whose livelihood depends on forest resources. Since these poor people are rarely 
eligible for a LBP loan and want to take the risk, only better-off POs with assets and 
collaterals will be able to access project funds. Since “grants and loans have to flow 
together”, poor communities not able to access loan funds are excluded from grant 
funds. The same holds true for poor LGUs with low IRA or existing loans. They have 
less chances to participate (and even pay higher interest rates) than richer 
municipalities. 
 
Shift from CBFM to LGU loan program. It is the fundamental basis of the national 
Community Based Forest Management Program to capacitate POs to manage their 
forest resources sustainably The CBFMMP should and wants to do exactly this. Due to 
the connection of grant and loan funds, however, only a PO which is eligible and willing 
to take a loan can also avail of grant funds. As pointed out earlier, the PO loan 
absorption capacity may be less than 10% of the offered loan. So they can also access 
only 10% of the grant. The program has necessarily to shift to LGUs as main borrowers 
and beneficiaries of both loan and grant. For LGUs just recently another loan program 
has been initiated by KfW, however, also focusing on the Visayas.  
 
 
9.2 Implications on Fund Flow 
 
Competition from other budget lines and programs. The LGUs finance most public 
infrastructure measures from their IRA or through dedicated grant funds from their 
Congress Men/Women. Also in future they will prefer this option, because they do not 
have to pay interest. Besides, LGUs can already now borrow money from LBP or 
through donor-supported LGU loan programs (WB, KfW). They would not need another 
budget line. The WB CBRMP offers even better conditions (channeled through the 
Municipal Development Fund Office): low-income municipalities (4th-6th class) can avail 
of financial packages of 70% grant, 20% loan and 10% equity, 2nd and 3rd class 
municipalities of 50% grant, 35% loan and 15% equity (figures from DoF). Under the 
present scenario the CBFMMP can only offer 53% loan, 27% grant and 20% equity. 
Even under the favorable conditions of the CBRMP the availment rate of loans was 
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only 74% after 6 years. There is a danger that under less favorable conditions the fund 
flow may even be slower. 
 
Grant funds only move together with loan funds. Grant funds for forest rehabilitation 
can only be obtained together with loan funds for livelihood measures and 
infrastructure. If the loan funds will be disbursed slowly or only partly, then the same 
will happen to the grant funds. During the WB CBRMP the link of the natural resources 
management component with the livelihood and rural infrastructure components was 
often not discernible. Often it was not possible to find a municipality or village with 
environmental problems or high poverty rate which was also interested to invest in 
infrastructure or livelihood options. So the WB program review suggested “The 
implementation of the SSI (small-scale infrastructure) and livelihood sub-project 
components should not be hinged on the completion of the NRM (natural resources 
management) component, but rather should be implemented on the basis of proper 
timing, LGU/PO readiness and technical standards. This was one of the key design 
features that hindered implementation since LGUs and communities manifested 
waning interest.” 
 
Low repayment rate on loans from LGUs. Under the WB CBRMP the LGUs were 
onlending packages of loan and grant funds to POs and barangays. The last CBRMP 
evaluation in October 2005 found a very low repayment rate. The average loan 
repayment in 4 Regions was only around 30%, ranging from 8.2% in Region 7 to 
70.1% in Region 8. A similar situation can be expected for the CBFMMP, if the LGUs 
act as financial intermediaries. The LBP, therefore, is still hesitant to accept LGUs as 
micro-finance organizations. 
 
 
9.3 Suggested Alternatives 

 
More favorable loan/grant ratio. The problem is a loan/grant mix unfavorable for forest 
rehabilitation and poverty reduction. There are basically 2 alternatives: (i) to accept that 
the program has a new focus on LGU development, and less on environmental 
rehabilitation and poverty reduction, or (ii) parts of the German FC loan has to be 
absorbed by the Philippine Government (DOF or DENR) and passed on as grant to the 
POs. Another option would be to increase the FC grant or to decrease the loan (e.g. 
parts of the loan could be added to the KfW LGU loan program in the Visayas, also 
managed by LBP). The WB CBRM Program chose an average mixture of 2/3 grant and 
1/3 loan funds and was able to allocated a minimum of 55% (!) of the LGU sub-project 
budget to natural resource management. The CBFMMP should offer a similar 
grant/loan mix if it is still the main objective to support forest and mangrove 
management. The optimal solution would be that KfW increases the grant portion or 
the GOP absorbs part of the loan. The less preferred (but also feasible) option would 
be that parts of the loan will be transferred to the KfW/LBP LGU loan program for the 
Visayas, so the grant portion for the CBFMMP and thus its forestry and poverty focus 
will increase. 
 
Partial loan absorption by GOP. Under the JBIC loan program for forestry support it is 
the National Government which absorbs the loan and passes the funds on to the 
beneficiaries as a grant. As understood from NEDA this would basically also be an 
option for the CBFMMP (at least for parts of the loan), but only to fund environmental 
improvement measures. Loan proceeds cannot be used for capacity building, and not 
be passed on as grants for income-generating investments. The ICC discourages 
presently the absorption of loans by the GOP because of the tight budget situation, but 
during the KfW appraisal mission this may be an issue to discuss. 
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Fund channeling through MDFO. Alternatively to LBP the KfW funds could also be 
channeled through the MDFO of the DOF. The advantage would be that the DOF can 
add a significant grant portion and the MDFO could pass on the funds to similar 
conditions as the WB CBRMP. The problems are: direct payments can only be made to 
LGUs, not to POs. If the LGUs on-lend funds to POs, they are again faced with the 
poor repayment rate of only 30%. Even LGUs prefer therefore that all loan 
disbursements to POs go through the LBP. The involvement of the MDFO is not an 
option under the given circumstances. 
 
Modular interventions. All suggested interventions in this FS are modular and can be 
combined and prioritized according to financial packages and program objectives. If the 
grant portion would increase, also the grant-financed forest rehabilitation measures 
through POs would increase. All funds are still managed by LBP. For the administration 
of additional grant funds they could also charge an additional management fee. The 
implementation and financing arrangements described in this FS will largely be the 
same, independent from the overall budget and loan/grant ratio. 
 
 
10 PROJECT JUSTIFICATION 

 
10.1 Financial and Economic Analysis 
 
10.1.1 Financial Analysis 
 
Financial models have been formulated for each of the proposed forestry and 
mangrove management models, selected rural infrastructure proposals, and a range of 
livelihood activities considered to be indicative of options appropriate to the project 
area. Financial analysis of rural infrastructure proposals was restricted to rural roads 
and community irrigation systems. No financial analysis was conducted for domestic 
water supplies since local organizations (LGUs, barangays or POs) will be responsible 
for the collection of user charges, which will be used to finance O&M as well as to 
establish a development and depreciation fund for future investments, Consequently 
there will be no fixed financial revenues and a financial benefit: cost analysis is not 
relevant. Village-level markets were identified as a potential investment during the latter 
part of field work but no financial or economic analysis was included since they are 
anticipated to be a very minor part of overall investment and any analysis would be 
severely limited by the lack of data. 
 
Financial models were prepared based on “with” and “without” project scenarios, the 
without project scenario being represented as a continuation of the current situation. 
For investments in forestry and mangrove management this was represented by a do-
nothing scenario. The key assumptions built into all the models were: 

 Unless otherwise stated all investments were assumed to be completed in one 
year, although not the first year of program implementation. 

 The productive life of the investment was assumed to be 20 years unless crop 
maturity required that it should differ. In particular the forestry enrichment model 
was estimated for a 40-year project life due to the long time required for obtaining 
harvestable trees, while the rattan model was estimated for a 12-year project life. 
Similarly, investment in vegetable production in raised beds was estimated for a 
project life of only four years 

 At the end of the project life the assets were assumed to have no salvage value 
and there was assumed to be no further flow of benefits. This assumption is 
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extremely conservative, in particular for the proposed infrastructure investments, 
which should last longer given proper operation and maintenance (O&M). 

 The forest and mangrove management models were specified with a labor cost of 
PHP 170/day in line with the prevailing rates used by the DENR. For all other 
models a rate of PHP 100/day was used in line with the prevailing market wage in 
the project area. These rates were used for both family and hired labor. 

 Draught animals, including a hired operator, were charged at PHP 150/day in line 
with the prevailing situation at data collection. All other of input and output costs 
were based on average values for the project area although a considerable range 
was observed. 

 The analyses are all based on the assessment of direct and quantifiable benefits. 
Indirect and non-quantifiable benefits have not been estimated but might contribute 
to the viability of investments. 

 
Table 10-1: Summary of Financial Analyses of Project Interventions 

 
 

Model 
Including Family Labor Excluding Family Labor 

FIRR 
(%) 

FNPV 
(PHP ,000) 

B:C 
ratio 

FIRR 
(%) 

FNPV 
(PHP,000) 

B:C 
ratio 

Forest Management 
Multipurpose timber plantation 
Forestry enrichment 
Rattan plantation 

 
16.6 
25.7 
19.9 

 
46.6 

143.0 
24.0 

 
2.75 
9.50 
2.44 

 
23.8 
31.6 
32.6 

 
63.2 

151.4 
35.4 

 
7.32 

19.05 
7.59 

Mangrove Rehabilitation 
Mangrove Enrichment 

 
8.0 

 
(3.2) 

 
0.82 

 
12.7 

 
3.3 

 
1.30 

Rural Infrastructure 
Rural roads 
Drinking water supply 
Spring water supply system 
Groundwater supply system 

Community-based irrigation 
Single rainfed to irrigated rice 
Double rainfed to irrigated rice 
Single r’fed to irr rice + HVC 
Double r’fed to irr rice + HVC 

 
8.4 
 

na 
na 

 
3.4 
3.9 

12.1 
12.4 

 
(543.0) 

 
na 
na 

 
(2.7) 
(2.5) 
1.05 
1.20 

 
0.99 

 
na 
na 

 
0.63 
0.65 
1.14 
1.17 

 
ne 

 
na 
na 

 
13.7 
7.2 

21.2 
16.1 

 
ne 

 
na 
na 

 
1.64 

(1.13) 
5.88 
5.88 

 
ne 

 
na 
na 

 
1.28 
0.84 
1.87 
1.87 

Livelihood Improvement 
Processing & marketing 
Virgin Coconut oil 

Agroforestry & Agriculture 
Vegetables in raised beds 
Abaca 
Interplanting coconuts, bananas 
& fruit trees 
Multi-storey orchard with corn 
patch replacing 
Corn/peanuts/Baguio beans 
Upland rice 
3-year sugarcane crop 
4-year sugarcane crop 

Mangrove related 
Mud crab fattening 
Grouper raising 
Oyster production 

 
 

13.6 
 

na 
27.7 

 
57.1 

 
 

56.6 
70.6 
30.0 
34.8 

 
60.0 

213.0 
na 

 
 

505.6 
 

58.4 
41.2 

 
514.9 

 
 

286.2 
303.5 
207.1 
243.3 

 
6.3 

12.5 
(2.4) 

 
 

1.19 
 

4.74 
1.15 

 
3.16 

 
 

3.94 
4.80 
2.17 
2.74 

 
1.01 
1.03 
0.97 

 
 

na 
 

na 
111.7 

 
64.3 

 
 

20.2 
22.7 
32.9 
38.3 

 
na 
na 
na 

 
 

na 
 

62.5 
252.1 

 
565.6 

 
 

127.5 
150.0 
30.0 

260.8 
 

205.2 
101.9 
33.6 

 
 

na 
 

6.28 
2.80 
 

4.37 
 
 

ne 
ne 
ne 
ne 

 
1.38 
1.31 

11.60 
FIRR = Financial internal rate of return; FNPV = Financial net present value at 10% per annum discount; 
B:C = Benefit:cost; na = not applicable; ne = not estimated. 
Source: Consultant’s estimates based on data collected during field work. 
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The financial internal rate of return (FIRR), financial net present value (FNPV) and 
benefit: cost (B:C) ratio was estimated for the models both including and excluding the 
cost of family labor.12 The latter case reflects an extreme situation of farmers not taking 
into account the opportunity cost of their own labor. The calculations and results are 
detailed in Annex 7 and estimated financial indicators summarized in Table 10-1. 
 
All of the three forest management models are financially viable - having a FIRR in 
excess of 10%, a positive NPV and a B:C ratio in excess of 1.0 – even when the cost of 
family labor is included. For mangrove rehabilitation, the FIRR of 8.0%, FNPV of –
PHP 3,200/ha and B:C ratio of 0.82 all indicate that the model is not financially viable if 
family labor is valued at the market rate. If the cost of family labor is excluded from the 
analysis the FIRR increases to 12.7%, FNPV to PHP 3,300 and B:C ratio to 1.30. 
These results suggest that mangrove rehabilitation is financially viable at a family wage 
rate of about PHP 70/day. Furthermore the financial viability of individual investments is 
likely to vary between sites and site-specific analyses are required. 
 
For investment in rural roads the financial benefits were identified as beneficiaries’ 
savings in travel time, reduced costs of transporting inputs and outputs of agriculture 
and agroforestry products, and the value of losses avoided due to improved fire 
protection. In addition there it was assumed that the increased certainty provided by 
road construction/upgrading would result in a higher real growth rate in benefits. Based 
on observations of the number of households and cropped area that would likely 
benefit from a 2-km road section, the benefits were quantified for a generic model. The 
FIRR of 8.4% (Table 10-1), together with the FNPV of PHP 543,000 and B:C ratio of 
0.99, indicates that the investment is likely to be marginally non-viable. 
 
The financial analysis for a community-based irrigation system of 50 ha investigated 
the potential benefits of shifting from single- or double-cropped rice under rainfed 
conditions to 2.5 crops of irrigated rice either alone or with a high value crop (HVC). 
The results suggest that developing a community irrigation system for increased rice 
production alone is not financially viable if the value of family labor is included (FIRRs 
of 3.4% for the single rice crop model and 3.9% for the double rice crop model13). 
Excluding the cost of family labor increases the FIRRs to 13.7% and 7.2% respectively. 
If a HVC is introduced to part of the irrigated area in addition to the proposed rice 
crops, there can be a major impact on the FIRR (12.1% and 12.4%, respectively) even 
where the value of family labor included. 
 
Three groups of livelihood improvement activities with different targets have been 
identified and analyzed. Processing and marketing activities are targeted at POs but 
are expected to have a benefit for PO members as they will be the main suppliers of 
the raw materials, agroforestry and agriculture activities are predominantly targeted to 
upland farmers/PO members in the forestry areas, and mangrove-related activities are 
targeted at the PO members in the coastal/mangrove areas. 
 
Production of virgin coconut oil using a very basic technology including hand-extraction 
of the coconut oil is already being promoted in the project area and the introduction of 
simple machinery could greatly improve the efficiency of production. This model 
examines the financial (and economic) viability of the more likely option of complete 
investment in a new simple VCO plant, including the building, equipment, staff, etc. and 

                                                
12

 The model excluding the cost of family labour was not estimated for rural roads or virgin coconut oil 
production since these activities will not be conducted at the household level. 
13

 The results are affected by the negative gross margin for rainfed rice if the cost of family labour is 
excluded) 
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was developed from data collected from an existing producer. Coconuts have been 
valued at their price in the alternative use, i.e. for copra. Assuming minimum levels of 
production the VCO model yields a FIRR of 13.6% and a FNPV over 20 years of 
PHP 505,600. The B:C ratio is 1.19 further confirming the financial rationality of the 
investment. The allocation of financial benefits between producers and the processor 
can be adjusted by changing the price paid for coconuts. 
 
Agroforestry and agriculture activities analyzed included small-scale (10m2) production 
of vegetables in raised beds, production of abaca in depleted forest areas, 
improvement of existing traditional coconuts by replacement with interplanted dwarf 
hybrid coconuts, bananas and fruit trees, and replacing traditionally produced crops 
with intensive production of high yielding staples plus a multi-storey orchard on surplus 
land. The fruit crop models are also applicable to the agroforestry activities of the forest 
and mangrove management component. No FIRR could be estimated for the vegetable 
model since the returns from crop production in the first year far exceeded the 
investment in the raised beds, ensuring that the cash flow is positive for all years. The 
FNPV of PHP 58,400 over 4 years and the B:C ratio of 4.74 confirm the financial 
viability and attractiveness of this model. Abaca production was estimated to yield an 
FIRR of 27.7% together with a FNPV of PHP 41,200 and a B:C ratio of 1.15. If the cost 
of family labor is excluded the financial indicators or increase substantially. Hence 
abaca production is viewed to be financially viable but sensitive to the cost of labor. 
The two fruit tree models were also estimated to have high FIRRs, FNPVs, and B:C 
ratios, well in excess of the requirements for financial viability. 
 
The three mangrove related models – mud-crab fattening, grouper raising, and oyster 
production – have similar characteristics. They all involve a small capital investment in 
the cages that need to be reconstructed every other year, relatively high production 
costs if the value of family labor is included (much lower if it is excluded), and high 
returns if the price is reasonable and mortality can be limited. Production costs for mud 
crabs and groupers are higher than for oysters due to the quantity of purchased feed 
that must be fed. The financial analysis suggests that even including the cost of family 
labor, mud-crab fattening and grouper raising are viable with highly attractive 
indicators. No FIRR could be estimated for oyster production and the negative FNPV 
reveals this to be due to a negative cash flow. The B:C ratios for all of the activities 
suggest that these FIRRs are very sensitive and that the results are highly dependent 
on the estimated costs and benefits. If the cost of family labor is excluded no FIRRs 
can be estimated since all activities have a positive cash flow (FNPVs are positive). 
The B:C ratios provide further confirmation of their financial feasibility. 
 
 
10.1.2 Economic Analysis 
 

The costs of inputs and prices of outputs for all models were converted to their 
economic values based on the following assumptions: 

 The sub-project lives were the same as for the financial analysis as were the 
residual values 

 Economic analyses were based on a domestic price level numeraire with a 

shadow exchange rate factor (SERF)14 of 1.05 and an opportunity cost of surplus 
labor (OCSL) of 0.85. For skilled labor the financial price was assumed to reflect 
the economic price and an OCL of 1.0 was used.  

                                                
14

 The SERF is the inverse of the standard conversion factor (SCF), which is generally accepted to be 
about 0.95 for the Philippines 
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 The economic values of other non-traded inputs and outputs were estimated as 
the financial value less any taxes since local prices are considered to reasonably 
reflect the market values. 

 For traded commodities import/export parity prices were based on world market 
prices less taxes and duties and adjusted by transportation and processing costs 
to a farm gate/assembly point value, either at import or export parity. Based on 
trade data published by the Bureau of Agricultural Statistics, import parity prices 
were used for rice and fertilizers, export parity for sugarcane and average parity for 
corn. Estimate of the key economic parity prices is shown in Annex 7 Appendix 1. 

 For capital investments involving lump sum amounts (predominantly for rural 
infrastructure) an estimate was made of the breakdown into unskilled labor, local 
currency costs and foreign exchange, and the relevant conversion factors applied. 
It was assumed that the government would absorb the cost of taxes. 

 
The economic evaluation of the water supply systems differed to that for the other 
models but followed a standard procedure for such projects.15 In this case the 
economic benefits were separated into benefits relating to the cost savings in collection 
of the existing water and the economic benefits of the incremental water. For the 
existing water the benefit was assed as the economic value of the time that will be 
saved by the new system plus an allowance for water used away from the home. Since 
water treatment is minimal and collection equipment has little cost, no account was 
taken of these savings. Incremental water was valued at the average of the value of the 
existing water and the cost of the new system. 
 
The estimated economic indicators are shown in Table 10-2. The EIRRs of the forest 
and mangrove management activities are all somewhat higher than the FIRRs due 
predominantly to the economic value of labor, the outputs having been assessed to be 
used for the local market and to be non-traded. While the forest activities are all 
economically viable the mangrove enrichment model remains marginally non-viable. 
 
Table 10-2: Summary of Economic Analyses of Project Interventions 
 

 
Model 

Economic Indicator 

EIRR 
(%) 

ENPV 
(PHP ,000) 

B:C 
ratio 

Forest Management 
Multipurpose timber plantation 
Forestry enrichment 
Rattan plantation 

 
17.4 
26.3 
21.1 

 
49.8 

144.7 
25.7 

 
3.08 

10.58 
2.71 

Mangrove Rehabilitation 
Mangrove Enrichment 

 
8.7 

 
(2.0) 

 
(0.88) 

Rural Infrastructure 
Rural roads 
Drinking water supply 
Spring water supply system 
Groundwater supply system 

Community-based irrigation 
Single rainfed to irrigated rice 
Double rainfed to irrigated rice 
Single r’fed to irr rice + HVC 
Double r’fed to irr rice + HVC 

 
10.0 

 
108.0 
52.0 

 
14.3 
21.8 
19.3 
26.1 

 
(3.0) 

 
5,900 
5,200 

 
2.6 
7.7 
6.5 

11.6 

 
1.00 
 

9.91 
4.76 
 

1.28 
1.89 
1.70 
2.31 

                                                
15

  See ADB Economic and resource Development Center (2005), Handbook for the Analysis of Water 
Supply Projects, Manila, Philippines (internet version, www.adb.org). In particular, Appendix C. Case Study 
for Rural Water Supply Project. 

http://www.adb.org/
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Model 

Economic Indicator 

EIRR 
(%) 

ENPV 
(PHP ,000) 

B:C 
ratio 

Livelihood Improvement 
Processing & marketing 
Virgin Coconut oil 

Agroforestry & Agriculture 
Vegetables in raised beds 
Abaca 
Interplanting coconuts & fruit trees 
Multi-storey orchard with corn patch replacing 
Corn/peanuts/Baguio beans 
Upland rice 
3-year sugarcane crop 
4-year sugarcane crop 

Mangrove related 
Mud crab fattening 
Grouper raising 
Oyster production 

 
 

13.8 
 

na 
44.7 
60.0 

 
73.0 
17.1 

117.1 
133.5 

 
na 
na 
na 

 
 

537.2 
 

67.8 
82.7 

498.4 
 

307.5 
94.0 

343.9 
365.2 

 
36.1 
25.9 
7.8 

 
 

1.20 
 

4.82 
1.34 
3.59 
 

6.63 
1.36 

19.80 
ne 

 
1.05 
1.06 
1.12 

EIRR = Economic internal rate of return, ENPV = Economic net present value at 10% per annum discount, 
B:C = Benefit:cost, na = not applicable. 
Source: Consultant’s estimates. 

 
The EIRRs, ENPVs and B:C ratios for all of the rural infrastructure indicate that these 
activities are generally economically viable. However, rural roads are marginally non-
viable – while the EIRR is reported to be 10.0%, the ENPV is marginally negative. This 
further confirms the need to look at each proposed rural road as a specific case. 
Drinking water supplies are highly economically viable, confirming the high value that 
rural communities place on these facilities. For community-based irrigation systems the 
EIRRs indicate that all of the models are economically viable, a distinct difference to 
the financial analysis. This is due to a combination of the relative abundance of family 
labor and the economic value of producing rice in the project area. On this basis it is 
concluded that community-based irrigation systems should be supported from an 
economic perspective, irrespective of the proposed crops. 
 
For livelihood improvements the EIRRs and ENPVs are generally higher than the 
respective FIRRs and confirm the economic viability of these investments. However, in 
the case of the multi-storey orchard models the reverse is apparent, which can be 
explained by the substantially higher labor inputs of the “without” project scenario 
compared to the “with” project scenario. However, this does not impact significantly on 
the economic viability of the proposals. In the case of mangrove-related livelihoods, the 
lower economic value of labor resulted in a positive cash flow for all years so that no 
EIRR could be estimated, although the FNPVs and B:C ratios confirm the economic 
viability of the activities. 
 
 
10.1.3 Impacts at Farm Level / Poverty Alleviation 
 

Of the three types of investment, the major impact on farm-level poverty alleviation is 
likely to come from the livelihood improvement interventions since these support 
activities with a direct and relatively short-term impact on poverty alleviation. The 
forestry and mangrove management activities will eventually improve household 
incomes but their impact in early years will be minimal and related largely to the 
subsidies that are proposed to be finance under the project. Similarly for rural 
infrastructure, the income generating impact from rural roads and water supply systems 
are likely to be indirect impacts since they will release household labor for use on more 
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productive activities. Only in the case of community-based irrigation systems is there 
expected to be a significant impact on poverty alleviation. 
 
The short-term (immediate) and long-term (full project gestation) impacts on household 
income (poverty alleviation) can be derived from the models used for the financial 
analysis. These estimates (Table 10-3) are based on the assumptions that a household 
can only adopt one unit of the proposed activity (or 0.5 ha of irrigated agriculture) and 
that the average household size is 5 persons. If multiple activities are promoted for 
households the poverty alleviation impact will be greater. The benefits shown represent 
the payments to family labor, land and capital. 
 
Table 10-3:  Summary of Short- and Long-term Impacts of Program Interventions for 

Benefiting Households 

 
Activity Short-term benefit 

(PHP/capita/year) 
Long-term benefit 
(PHP/capita/year) 

Community-based irrigation system   

Single rainfed to irrigated rice 
Double rainfed to irrigated rice 
Single rainfed to irrigated rice + HVC 1 
Double rainfed to irrigated rice + HVC 1 

2,316 
1,586 
3,401 
2,671 

3,536 
2,806 
4,960 
4,230 

Livelihood Improvement   

Agroforestry and Agriculture 

Vegetables in raised beds 2 
Abaca 
Interplanting coconuts & fruit trees 1 
Multi-storey orchard with corn patch 
replacing 
Corn/peanuts/Baguio beans 
Upland rice 
3-year sugarcane crop 
4-year sugarcane crop 

 
4,642 
1,320 

765 
 
 

- 
- 
- 
- 

 
4,642 
8,280 

30,985 
 
 

14,171 
14,700 
16,573 
17,503 

Mangrove related 

Mud crab fattening 2 
Grouper raising 2 
Oyster production 2 

 
3,085 
1,796 
1,430 

 
9,985 
2,423 
1,550 

1
 Short-term estimates are for year 3 due to slower response. 

2
 Short term estimates are for year 1 due to rapid return from investment. 

Source: Consultant’s estimates from financial analysis 

 
With 0.5 ha of land in a community-based irrigation system a household is expected to 
receive benefit of between PHP 2,800 and PHP 4,960 per capita per year. This would 
provide a substantial impact on poverty alleviation (increase of 30-50% of the present 
income). For the agroforestry and agriculture investments the short-term benefits are 
relatively modest and, in the case of the multi-storey orchard are affected by the loss of 
income from short-term crops, but in the longer-term the income gained is much larger 
than from the irrigation system, and is typically about PHP 15,000/capita. 
 
For the mangrove related livelihoods the per capita short-term impact ranges from 
PHP 1,430 to PHP 3,085, while the long-term impact ranges from PHP 1,550 to 
PHP 9,985, with the highest returns from crab fattening, which permits multiple 
production cycles during the year. Due to the relatively low returns to these activities it 
may be necessary for each household to have several units in order to have a 
significant poverty impact. 
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10.2 Sociocultural Impacts 
 

Expected number of beneficiaries. It is assumed that around 50 POs will actively 
participate in forest rehabilitation and agroforestry-based livelihood activities. With an 
average of 100 members each, and assuming that 20% of the members are spouses, 
around 4,000 households are expected to directly benefit from PO support. In addition, 
livelihood development and infrastructure improvement may affect another 60 
barangays in 25 municipalities. Assuming that 50 households each will directly be 
affected, another 3,000 households may benefit from the program. So the total number 
of direct beneficiaries is estimated at 7,000 households with 35,000 members. 
Assuming an average of 300 households in each of the 60 barangays, up to 18,000 
villagers households may indirectly benefit from improved rural infrastructure. 
 
Expected socio-economic impacts from adopting the proposed agroforestry strate-
gies include: 

 An increase in income and food security. With surplus income, farmers can send 
their children to school. The educated children may prefer to work in the lowlands 
rather than returning to the uplands. 

 Achieving a better return per unit of inputs (seed, fertilizer or labor) or achieving 
the same production with less labor. The 2-4 months labor saved by switching from 
growing corn for consumption to producing fruit for sale, can be used more 
productively, e.g. earning off-farm income, tending vegetable gardens of high value 
crops, or tending fruit trees.  

 Groves of trees and perennial crops are viewed as “pension funds”, “education 
plans” and perhaps even “funeral plans” by upland farmers. That is, they are 
investing in the future.  

 
Gender issues. Especially amongst the upland communities, the opportunity for women 
to leave the village for off-farm work is restricted. Women are a major driving force in 
the village agricultural activities. The labor availability would be expected to be from 
both men and women. Women universally showed great enthusiasm to be involved 
and to learn anything which can improve their livelihoods and reduce the present 
drudgery they endure. The participation of women in the program shall be enhanced 
through sensitization campaigns and training by specialized NGOs. 
 
Special attention shall be given throughout project planning and implementation that 
particularly women are given full opportunities to participate. This would provide an 
excellent example of development synergy promoting reduced impoverishment and 
enhanced quality of life for women in the target communities. Actions are foreseen to 
enhance and to monitor gender specific impacts and to avoid overburdening of women.  
Women will be well represented in the program. In the interviewed POs an average of 
34% of all members are women. Many key positions like treasurers, secretaries and at 
times chairman or president are occupied by women. 
 
Participation / good governance. The degree of participation in the program is primarily 
a function of the nature of the interventions proposed (especially answering “what are 
the benefits for us farmers?”) and the level of commitment of the implementing 
agencies. Farmers are very quick to point out technical or social barriers in the course 
of discussion on any of these measures and it is essential that from the very outset the 
project implementation agencies engage as wide an audience when initially contacting 
a target community. Farmer participants will want to know what to do (technical 
process) as much as what will happen if things go wrong (risk assessment). These are 
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the specific areas of capacity building critical to the project support services, to those 
delivering these measures to the target households. As such the “good governance” 
attributes are those of the implementing authorities that will receive technical and 
managerial supportive training, TA backup and appropriate mobilization funding. 
 
A high degree of target group participation has been foreseen in planning and 
implementation of program measures. The strengthening and capacity building for 
CBFM POs is one of the main objectives, and is seen as condition and means for 
program planning and implementation.  
 
The planned socio-economic baseline studies and the impact monitoring in year 3 and 
7 shall evaluate how far the assumed impacts have materialized. 
 
 
10.3 Initial Environmental Examination 
 
10.3.1 Improvement of Rural Infrastructure  
 
During rural road construction it is expected that the immediate environment will 

somehow be affected. The transport of materials to the construction site by hauling 
trucks especially during the dry season will increase the concentration of dust or air-
suspended particles. Excavation and cutting of slope will disturb the soil surface and 
makes the area prone to surface erosion. During the construction of drainage and 
bridges, local hydrology will be affected and increase the turbidity in receiving bodies of 
water. In view of these aspects, it is necessary that environmental measures be 
incorporated in the design and construction guidelines to minimize any untoward 
impact.  
 
During the construction and establishment of water supply system certain 

environmental disturbance is expected but mainly localized in areas such as intake 
structure and reservoir system. The impacts are in terms of local disturbances of the 
specific sites such as clearing of vegetations and terrain grading for the space of the 
infrastructure. There may be some linear disturbance also along the alignment of the 
main pipe and delivery pipes but these are somewhat temporary and minimal. In the 
course of planning and design of the components of the water supply infrastructure it is 
important that the effects be minimized, if not avoided. 
 
Irrigated agriculture. In terms of environmental impact, an impoundment may 

considerable area to be designated to be for the water reservoir purposes. Depending 
on the area, this may entail considerable variation of the immediate environment. 
Vegetation in the area to be flooded will be removed or relocated. Earthmoving 
activities will alter the landscape, increase erosion and possibly siltation of downstream 
bodies of water. These are among the environmental impact which should be 
considered in the detailed engineering and construction of the communal irrigation 
system. Environmental management and mitigation measures should be in place 
during construction and operation of the irrigation system. 
 
 
10.3.2 Forest Rehabilitation, Agroforestry and Upland Agriculture 

 
As the program’s objectives are environmental protection and conservation the 
proposed interventions will not deliberately damage the environment. Any negative 
impacts, e.g. from using herbicides and fertilizers, are very slight due to the small 
amounts used (high costs). Objections in principle to their use must be balanced 
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against their over-riding benefits in reducing environmental degradation and in 
alleviating poverty. Experience across the tropics lead farming systems analysts 
(e.g.Ruthenberg) to emphasize the importance of using chemicals in a hot, humid 
tropical environment to overcome the constraints of low soil fertility and weed control 
and to promote mulch-based agriculture.   
 
Promoting a switch from annual crops to multi-storey tree crops reduces the degree of 
ecosystem disturbance brought about by ploughing and exposing soil to sun, rain and 
wind. The cumulative effects of a diversified orchard of trees of different species and 
heights include minimizing direct raindrop impact on the ground and a build-up of leaf 
litter covering the soil with a protective mulch which encourages infiltration of rainfall 
and run-off. The program impacts on watershed protection will be very positive, 
especially on soil erosion, soil properties, peak flood levels, dry season flow and water 
quantity. This assumption is also based on the analysis of other reforestation projects 
in the Philippines (CIFOR 2006, see Figure 10-1). 
 
Figure 10-1 Impact of Forestry Projects on Water and Soil Properties 
 

 
Source: One century of forest rehabilitation in the Philippines, CIFOR 2006 

 
 
10.4 Technical and Institutional Sustainability 

 
All suggested forest rehabilitation and agroforestry models have been proven to be 
feasible and sustainable in the Visayas and elsewhere in the Philippines. The concept 
is to combine protection and rehabilitation (like watershed afforestation and fruit 
orchards on sloping agricultural land) with utilization and production (like harvesting 
mature plantations or intensive corn and vegetable planting on suitable patches). Most 
livelihood options proposed for the program are connected to forestry, agroforestry and 
aquaculture. Generally POs and farmers are familiar with these measures and there is 
little risk for failure (much less than for newly introduced technologies unknown to the 
farmers and difficult to manage). The suggested (simple) rural infrastructure measures 
have a long life-time and can be maintained by POs and barangays, with routine help 
by LGUs. Sustainability requires an appropriate cost recovery and maintenance 
scheme, however.  
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Under the program no artificial structures shall be created. All activities shall be carried 
out by existing offices of DENR, LBP and LGUs. Also the PMOs shall be integrated into 
the regional offices of DENR and LBP. The CBFM and technical staff of DENR and 
LGUs shall be capacitated to provide extension services to POs even after termination 
of external support. The POs shall be strengthened to manage their CBFM without 
much further help and to become eligible to access loan funds.  
 
 
11 ISSUES, RISKS AND RECOMMENDATIONS 

 
11.1 Sensitivity of Suggested Program Measures 

 
Sensitivity tests were undertaken for cost increases, benefit decreases and benefit lags 
for all of the models analyzed, and switching values were estimated for cost increases 
and benefit decreases. The results are set out in detail in Annex 7 and the major 
financial and economic switching values are summarized in Table 11-1. 
 
Table 11-1: Summary of Switching Values for Project Activities 

 
 Financial Economic 

 Cost 
increase 

(%) 

Benefit 
decrease 

(%) 

Cost 
increase 

(%) 

Benefit 
decrease 

(%) 

Forest and Mangrove Management     

Multipurpose timber plantation 175 64 207 67 

Forestry enrichment 11 11 11 11 

Rattan plantation 144 59 171 63 

Mangrove enrichment (18) (22) (12) (14) 
Rural Infrastructure     

Drinking water systems 
Spring water supply 
Groundwater supply 

 
ne 
ne 

 
ne 
ne 

 
891 
376 

 
90 
79 

Community-based irrigation system 
Single cropped r’fed to irr rice 
Double cropped r’fed to irr rice 
Single cropped r’fed to irr +HVC 
Double cropped r’fed to irr +HVC 

 
(37) 
(35) 
15 
17 

 
(81) 
(54) 
13 
14 

 
83 
29 

124 
70 

 
45 
22 
55 
41 

Livelihood Improvement     

Processing and Marketing 
Virgin coconut oil 

 
19 

 
16 

 
20 

 
17 

Agroforestry and Agriculture 
Vegetables in raised beds 
Abaca 
Coconut, banana, fruit tree interplant 
Multi-storey fruit orchard replacing 

corn/peanuts/Baguio beans 
rainfed rice 
3-yr sugarcane 
4-yr sugarcane 

 
870 

12 
250 

 
295 
380 
117 
174 

 
79 
11 
71 

 
79 
79 
54 
63 

 
380 

34 
300 

 
563 

36 
>1,000 

ne 

 
79 
26 
75 

 
85 
26 
95 
ne 

Mangrove related     

Mud crab fattening 
Grouper raising 
Oyster farming 

1 
3 

(3) 

1 
3 

(3) 

5 
7 

12 

5 
6 

11 
ne = not estimated, values in parentheses are negative 
Source: Consultant’s estimates 
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These suggest that most of the proposed project activities are sufficiently robust with 
respect to cost increases or benefit decreases. In the forest and mangrove 
management component the main concern is with mangrove rehabilitation, although 
this relates to the benefits rather than risks. 
 
For community-based irrigation systems there is a risk that farmers will continue to 
focus on rice production rather than diversifying into HVC. This strategy will reduce the 
financial returns and make them sensitive to reduced prices. Diversifying into HVCs is 
shown to be an effective strategy for increasing incomes and reducing risks. 
Agroforestry and agriculture livelihoods are generally shown to be extremely robust and 
able to withstand significant price reductions, particularly with respect to output prices. 
This is not considered to be a major risk. Mangrove related livelihoods, by contrast, are 
shown to be highly sensitive to either cost increases or benefit decreases and will 
require careful attention if risks are to be minimized. 
 
 
11.2 Program Risks 
 
As reflected in the risk assessment in Appendix 2 Logical Framework, the Project will 
have an overall medium risk, at medium influence to mitigate the risks. 
 
Project complexity and institutional risk. The proposed approach of funding a forest 
rehabilitation project through a package of loan and grant funds and channeling these 
funds through the LBP is new in the Philippines. The functioning of the new approach, 
integrating the DENR, LBP, LGUs, POs and other relevant government agencies/ 
NGOs will need strong political will and commitment, apart from careful planning and 
coordination of activities at political, administrative and technical levels. Sufficient TA 
will be needed to guide and support the implementation process (despite the very 
limited budget for TA). Other German development agencies like GTZ, DED and CIM 
will have to be tapped, they have to follow the same approach and standards, however. 
 
Risks regarding the distribution of benefits. Whereas lower income farmers are 
importantly targeted, there is no guarantee that the poor will be meeting the eligibility 
requirements for participation. Benefits are most likely to be distributed amongst the 
average income strata of villages that show the capability to prepare project proposals 
and to obtain loans.  
 
Risk and influence for achieving results. One medium risk is seen in the timely and 
sufficient provision of Philippine counterpart budgets. The DENR staff is convinced that 
enough funds for project management and operation expenses can be provided, but no 
contributions to material and labor subsidies for reforestation. The assumed 20% equity 
has to come from LGUs or POs (?) availing of the loan/grant packages. A fully 
operational DENR extension service is vital for program success, so the counterpart 
funds need to be paid fully and in time (also for the first quarter of each year). 
 
Risk that the output produced by the program may exceed the demand. The absorption 
capacity for wood and other forest products in the Visayas is much higher than the 
present supply (close to zero), so no problem is foreseen to market timber and NTFP. 
The risk is higher for other products. Under the program some thousand hectares of 
fruit tree orchards may be established, plus several hundred small ponds/cages for 
crabs, groupers or oysters. The production may saturate local markets and assistance 
in marketing and/or further processing will be required.  
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Risk and influence for achieving overall objective. One critical assumption is that DENR 
policies will further support community based forest and mangrove management. The 

recent cancellation of CBFMAs (39 in the program provinces, often without any prior 
site check) and the logging moratorium also prohibiting thinning and harvesting in 
plantations has deeply discouraged POs and farmers to engage in CBFM. Before the 
program can successfully start, all cancellation orders shall be reviewed and eligible 
CBFMAs shall be reinstated.  
 
The utilization of plantation timber is an integrated part of forest management, 
environmentally acceptable and would provide substantial income to tree farmers. The 
DENR is therefore kindly requested to review the logging moratorium and lift it for man-
made plantations. In any case, the utilization has to follow accepted resource use plans 
supported by the program. In addition, with memorandum from 27 March 2006 the 
FMB requested to allow again processing of new CBFMA. These 3 requests are vital 
for CBFM implementation and are considered milestones for a successful program. 
 

Problems for POs to access funds. Under the present setup, POs can only avail of 
grant funds when they are also eligible to borrow loans. Knowing their low loan 
absorption capacity of less than 10% of the offered loan volume, they may also access 
only 10% of the grant. This would be too little to reforest any sizeable area. Provisions 
have to be made that POs receive most of the grant, since they are the primary target 
group and social actors for CBFM. 
 
 
11.3 Issues for Further Discussion during Program Appraisal Mission 

 
Recent developments re. policy framework for CBFM. As outlined above the CBFMMP 
depends on a favorable policy framework. During the appraisal mission the latest 
developments may be assessed, especially (i) the review and reinstatement of 
cancelled CBFMAs, (ii) the lifting of the logging moratorium for plantations and (iii) the 
processing of new applications for CBFMA. These 3 milestones are considered as 
preconditions for program implementation. 
 
Use of Interest Differential Funds. As understood by KfW, an amount of EUR 3.5 
million Interest Differential Funds (IDF) may be available for program implementation in 
Negros Oriental, in addition to the EUR 7 million for Region 6. The DOF is supposed to 
provide the IDF in the form of 40% grant and 60% loan. According to discussions with 
the DOF, however, the IDF funds can only be used as a loan and to augment own 
funds up to about 25%.  
 
It is the consultant’s opinion that Negros Oriental should be included in the program, 
independent from IDF funds, due to the strong commitment of the provincial 
government and LGUs, their high loan absorption capacity, the piloting of forest co-
management agreements between LGUs, DENR and households in already 5 
municipalities, the experience with the WB CBRMP and its large area of forest 
plantations in need of management. KfW, DOF and NEDA are kindly requested to 
explore possibilities to access IDF funds for the CBFMMP, preferably (at least partly) 
as grant.  
 
Partial loan absorption by GOP. As understood it would basically be an option for the 
CBFMMP that GOP (DOF or DENR) absorbs parts of the loan and passes the funds on 
to POs in the form of a grant. Since it would greatly improve the chances to achieve the 
program objectives environmental improvement and poverty reduction, this may be an 
issue for further discussions. 
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DENR counterpart funds. For grant financed projects the DENR is only entitled to use 
regular funds. Since the loan is handled by the LBP, the DENR cannot avail of 
additional counterpart funds for the program. Based on the requested (not yet 
approved) allocation of PHP 4 million for 2007, it may be assumed that the total DENR 
counterpart fund within 7 years will amount to at least PHP 28 million, as the project 
progresses. This would be enough to cover the estimated costs for additional staff, 
project management, operation and training/extension, but no contribution to the 
afforestation costs may be expected. The issue of sufficient and timely Philippine 
counterpart funds should be further discussed during the project appraisal. 
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livelihood improvement and rural infrastructure 
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1 BACKGROUND 

 
In response to a request from the Republic of the Philippines for German assistance to 
the Community Based Forest and Mangrove Management Project (suggested to be 
renamed Program) in Panay and Negros, a team of consultants carried out a feasibility 

study (FS) from 31 March to 16 June 2006. The FS was divided into an inception 
phase 31 March to 21 April and an implementation phase 02 May to 16 June. The 
Consultants’ recommendations as reflected in this MoU are based on the DENR project 
proposal from November 2005, the tender documents, the information received during 
briefings with KfW, DENR and LBP and extensive field visits, information review, 
interviews and discussions with all major stakeholders. 
 
The FS team comprised 3 international consultants and 8 national consultants.1 The 
mission undertook extensive fieldwork from 06-19 April and 03-31 May in all proposed 
program provinces, i.e. in Aklan, Antique, Capiz, Iloilo (all in Panay) and Negros 
Occidental and Oriental. Due to the complex structure of the proposed program, 
special emphasis was given to discussions of implementation and financing 
arrangements with DENR, LBP, LGU and PO personnel at all levels. Preliminary 
findings were presented in an inception report (submitted 21 April) and a multi-partite 
inception meeting 09 May.  
 
The team conducted a two-day planning workshop in Iloilo on 25/26 May with 50 
participants, including representatives from LGUs, POs, NGOs, GTZ, CIM and DED. 
They provided valuable suggestions and feed-back and elaborated the details of the 
overall program and the Logical Framework. In a final workshop in Manila on 15 June, 
the findings and proposals of the FS team were presented to decision makers from 
DENR, LBP and NEDA.  
 
This MOU presents a summary of the program area, components, costs and benefits 
that will form the basis for the elaboration of the feasibility study report. It is intended to 
serve as a basis for future discussions and to facilitate agreement in principle for 
program design and funding. 
 
The consultant team wishes to express its sincere appreciation for the contributions 
and assistance of all stakeholders at the central, provincial, municipality and village 
level in ensuring the smooth operation and success of the feasibility study. 
 
 
2 PROGRAM AREA 

 
2.1 Program Provinces 
 
Originally the DENR has submitted a proposal for a Community Based Forest and 
Mangrove Management Project in Panay and Negros Occidental. The spatial coverage 
of project interventions includes the provinces Aklan, Antique, Capiz, Iloilo (all within 
Panay), and Negros Occidental. All 5 provinces are located in Region 6 Western 
Visayas. The DENR proposal includes the following project components: watershed 
rehabilitation, mangrove rehabilitation, equipment and program management. All 

                                                
1
  International consultants were the Team Leader/CBFM Program Specialist, Upland Agriculture 

Specialist and Economic/Financial Analyst. National consultants were a CBFM Specialist, Institutional 
Development Specialist, Mangrove Rehabilitation Specialist, Socio-economist/Gender Specialist, Rural 
Infrastructure Specialist, Micro-finance Specialist, Logframe Moderator and a Resource Person from the 
KfW/GTZ Quirino Project. The team was permanently accompanied by the SUSTEC Vice President as 
Backstopping Specialist. 
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components were originally meant to be grant financed. DENR and LGUs have already 
pre-selected 11 project sites with a total area of 17,660 ha. Five sites are suggested for 
mangrove rehabilitation (2,690 ha) and 6 sites for watershed rehabilitation (14,970 ha). 
It has been understood by DENR, LGUs and POs that this pre-selection can only be 
tentative. The final site selection shall be carried out during program implementation in 
a participatory bottom-up planning process, based on forest rehabilitation models and 
selection criteria developed by the FS. That means additional sites can be included and 
there is no guarantee that all pre-selected sites will be eligible for program support. 
 
In addition to the planned program in Region 6, the Governor of Negros Oriental 
(Region 7 Central Visayas) proposed another project for Negros Oriental during the 
Philippine-German Government Negotiations in 2005. The suggested focus is on 
establishment of rubber and fruit tree plantations. As stated in the consultant’s TOR 
and directed by KfW and DENR, the FS team included Negros Oriental in the feasibility 
study and the proposed program.  
 
So the consultant designed one program for the 6 provinces Aklan, Antique, Capiz, 
Iloilo, Negros Occidental and Negros Oriental following one approach and suggesting 

the same set of interventions.  
 
 
2.2 Forest Resources and Tenureship 

 
Within the last 10 years, 146 CBFMAs have been awarded to POs in the program 
provinces. Often the CBFMAs cover former Integrated Social Forestry (ISF) sites with 
already established tree plantations. Many POs received support through WB or ADB-
assisted projects in community organising, capacity building and management plan 
preparation during the initial phase. After awarding the CBFMA, most of them were left 
alone, however, and received only sporadic support by DENR (some seedlings and 
visits of extension staff a few times per year). Unless the existing CBFMA become a 
success story and provide positive examples for other interested POs, CBFM looses its 
attraction to communities. The proposed CBFMMP shall therefore support POs with 
existing CBFMA to manage their forests properly and gain tangible benefits. Table 2-1 

illustrates the status of CBFMAs in the program provinces and shall assess the 
potential for cooperation.  
 
Table 2-1 Number and Status of CBFMAs and Private Forest Plantations in the 
Proposed Program Provinces 
 

Province Number of 
CBFMA 

Total area 
(ha) 

Planted 
area 

Cancelled / 
cancellation 

order 2) 

Private 
plantations 

(ha) 

Region 6 1)  89  40,591  10,690  15  4,383 

Aklan  23  5,816  2,363  4  407 

Antique  15  3,746  1,096  3  210 

Capiz  9  2,064  765  2  1,166 

Iloilo  20  9,022  4,302  2  330 

Negros Occ.  22  19,943  2,164  4  2,270 

Region 7 1)  57  24,008  16,000  24  10,000 

Negros Or.  57  24,008  16,000  24  10,000 

Total  146  64,599  26,690  39  14,383 
1)

 only program provinces 
2)

 review supposed to be finished by July 2006 
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According to Table 2-1, close to 140 POs with CBFMA can be expected as potential 
program partners (provided most of the cancelled CBFMAs will be reinstated). This is a 
sufficiently large number for selecting eligible POs for program participation (according 
to criteria elaborated by the FS).  
 
Over 26,000 ha of tree plantations have already been established on CBFMAs in 
Panay and Negros. Together with another 14,000 ha of private tree plantings, the 
overall forest plantation area in the 6 program provinces reaches 40,000 ha. Negros 
Oriental alone covers about 26,000 ha or 2/3 of all forest plantations in the program 
area. This underlines the importance to include this province in the program. The most 
common species are gmelina, mahogany and acacia mangium (esp. in Negros 
Oriental). Many plantations are already 10 to 15 years old and need thinning 
respectively can already be harvested. Due to the DENR logging ban also in 
plantations, however, farmers are not allowed to cut and sell trees, even if they have 
planted them. This has led to widespread frustration of tree farmers and little interest to 
engage in further forest tree planting. They rather prefer fruit trees. The FMB has 

requested the lifting of the logging ban in plantations (expected to be lifted by the 
DENR Secretary within 2006). After this condition has been fulfilled, the program shall 
focus on management and sustainable utilization of existing plantations, creating 
tangible benefits for tree farmers. Only then the program shall propagate the 
establishment of new forest plantations. 
 
 
2.3 Coastal and Mangrove Resources Management  
 
In Region 6, only around 3,900 ha of mangroves are left on forest land, another 1,800 
ha grow within A&D areas. The rapid decimation of mangrove area (about 70 to 80% 
loss in Panay and Negros Occidental) is mainly attributed to aquaculture. Coastal 
provinces have converted more than 14,000 hectares of mangroves into fishponds. In 
order to arrest the incessant depletion of mangrove resources, DENR passed EO No. 
263 (1995) adopting CBFM as a national strategy for the sustainable development also 
of mangrove areas. Region 6 has awarded a total of 264 CBFMA, of which 16 are in 
mangrove areas. Representative afforstation sites evaluated in situ have mostly dismal 

performance as to physical accomplishments. Plantations developed both in pure open 
plantation and degraded natural stand by enrichment planting have less than 10 % 
survival. This is primarily due to wrong site and species selection coupled with poor 
and inadequate maintenance.  
 
 
2.4 Agriculture  

 
Land use. Forest lands with actual forest cover amount to just under 40% of the forest 

land area or 13.28% of the total land area of 1,961,854 ha of the four Panay provinces 
and Negros Occidental. Due to the very small area of idle A&D lands, expansion of 
upland agriculture is into forest lands. In Negros, steep forestal lands are being used to 
plant sugar cane extensively without soil conservation measures. Soil erosion rates of 
over 360 t/ha/year losses would not be surprising. Soil depths in some area are 
reported to be less than 50 cm depth. The high soil losses from growing corn and sugar 
cane on unprotected steep slopes are reducing the capability of the land to support to 
tree crops. Land use change is needed. 
 
Agriculture. The inherently low soil fertility of most upland soils, high rates of soil 

erosion and difficulties with weed control, are major problems with the permanent 
cultivation of upland in a hot, humid climate. The poverty resulting from low yields and 
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incomes, despite high labour inputs, indicate the final stage of the land-use 
development system that began with shifting cultivation, has been reached. The way 
out of this typical low-level of equilibrium is to switch the farming system to perennial 
crops on rain-fed land, irrigation in the valley bottoms, and intensive vegetable 
production near the house. 
 
350 well-managed banana hills can earn the cash needed to buy the average 
household’s annual rice or corn needs within 18 months. Small 0.1 to 0.2 ha patches 
planted with HYV of corn or rice will produce the family’s food in the short-term and 
release labour and land for more productive activities.  A one hectare multi-storey fruit 
orchard will generate higher incomes within 8 years enabling the farmers to buy their 
household staples, while practicing more environmental-friendly agriculture.  Improved 
management of coconut plantations, introducing high-yielding hybrid coconuts, and 
tending under-planted fruit trees will also boost yields. The choice of fruit trees will 
depend on the amount and distribution of rainfall at each location.  
 
Rainfall. Annual rainfalls vary from 1,185 mm in southern Negros Occidental, 2,000 
mm in Iloilo and Capiz, to 2,903 mm in Kalibo. In Negros Oriental rainfalls fluctuated 
between 2,400 mm and 770 mm in a five-year period. Dry seasons vary from 3 to 6 
months.  
 
Rubber needs 2,000 mm of evenly-distributed rain, whereas mangoes prefer a dry 
season. When coconut palms suffer severe moisture stress, copra yields are lowered 
for up to 2.5 years. Accurate knowledge of the onset and length of the dry seasons, 
and long-term trend in rainfall, will therefore improve the selection and management of 
tree crops for given locations, and lower the risk to investments and loans.  
 
The three PAGASA meteorological stations on Panay and one in Negros Oriental do 
not provide sufficient coverage to show the boundaries of areas with dry seasons 
lasting from 3-6 months. It would be useful if rainfall data collected by other agencies 
(e.g. the Philippines Sugar Research Institute Foundation in Negros Occidental) could 
be obtained and made available to DENR, DA, PCA, etc. 
 
 
2.5 Poverty Situation in Provinces of Negros and Panay  
 

According to the NEDA Regional Office, poverty incidence in Western Visayas has 
worsened from 1997 to 2000 as Table 2-2 shows and the living standard is below the 
national average. Data will be updated through recently provided information from 
NEDA.  
 
Table 2-2  Poverty Situation in the Western Visayas 

 

Poverty Data Region VI 
Western Visayas 

Philippines 

 1997 2000 1997 2000 

Poverty Threshold (PhP)     

Annual Per Capita 10,560 12,646 11,318 13,916 

Monthly Per Family 5,280 6,323 5,659 6958 
Incidence (%)     

Population 45.9 51.2 36.8 40.0 

Families 39.9 43.4 31.8 34.2 
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Table 2-3 below shows poverty threshold and incidence in the 6 program provinces (as 
of 2000, data will be updated through recently provided information from NEDA). 
 
Table 2-2  Poverty Threshold in the Program Provinces 
 

Province Annual Per Capita 
Threshold (PHP) 

Incidence of 
Families 

Incidence of 
Population 

Philippines 11, 605 28.4 34.0 

  Region VI 11,553 37.8 45.7 

     Aklan 11,870 36.3 42.9 

    Antique 10,924 35.1 45.9 

    Capiz 12,220 51.0 57.4 

    Iloilo 12,145 29.8 37.1 

 Negros Occidental 11,111 41.6 50.2 

Region VII 9,791 32.3 37.4 

Negros Oriental 8,490 28.9 36.4 
Source: Provincial Poverty Statistics, 2000 
National Statistical Coordination Board 

 

 
2.6 Rural Infrastructure  
 
The sites visited for the FS were primarily rural barangays suggested/reviewed for 
possible participation in forest and mangrove management. The field visits revealed 
that the major constraints in infrastructure consisted of limited accessibility to the 
communities and the production sites, lack of potable water supply for the 
communities, under-developed irrigation system and absence of economic support 
infrastructure such as village drop-off market for the produce. A brief situational 
analysis of the rural infrastructure is presented here as initial findings of the feasibility 
study. 
 
Maintenance of infrastructure is generally very poor due to the lack of secured funding 
and organized maintenance groups. Minor repairs are done by village groups, but more 
extensive repairs depend on the availability of funds from higher levels. 
 
Rural roads. In general, the road network is reasonable although some farmer groups 

in more remote areas are still not connected to the main network. In several of the 
visited villages the farmers have to walk for almost one hour over dilapidated (former 
logging) roads or do ride a motorbike “taxi”. A significant part of the established 
network is in need of repairs. The existing gravel roads are already eroded, with the 
gravel toppings washed away by runoff water or overland flows. Unstable areas 
suffered collapse and slides thus limiting the access of four-wheeled vehicles. Some 
portions of the roads are submerged or are underwater making passage difficult if not 
impossible. In hilly and mountainous areas, the slides and erosion drastically cut the 
carriageway, thus making it dangerous to motor vehicles. Rapid flows from elevated 
areas also cut and scoured sides of bridges, thus contributing to their structural 
instability.  
 
Potable water supply. In several upland communities visited, there is a noticeable 

lack of potable water supply due to limited distribution facilities, making it difficult for the 
people to access clean drinking water. Hence, better facilities to tap clean and fresh 
water from its source need to be constructed, upgraded and/or rehabilitated. Some 
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intake structure for spring sources need to be rehabilitated to optimize the collection of 
water.  
 
Agricultural irrigation. The studied irrigation systems were often found to be in a poor 

state of repair, having received little maintenance since construction. Irrigation systems 
were predominantly based on field-to-field flows with little canal infrastructure. Repair is 
technically feasible but is costly compared to benefits. Besides, the irrigation schemes 
are often still under NIA and are not yet owned by the POs/farmers. Several villages 
requested support to the construction of new irrigation schemes. This FS will prepare a 
generic design for irrigated rice and elaborate a set of criteria regarding site 
qualification and cost recovery system. Before actual implementation, however, more 
detailed feasibility studies are required for each proposed site. 
 

 
3 LEGAL FRAMEWORK FOR CBFM 

 
Community based forest management (CBFM) was declared the national strategy to 
ensure sustainable development of the country’s forest resources by Executive Order 
263 signed by President Fidel Ramos on July 19, 1995. CBFM became the banner 
program of the DENR per se. There are today 5,322 CBFM project sites all over the 
country covering a total program area of 3.467 million hectares and involving about 
600,000 households.  
 
Although being the banner program of the DENR, the CBFM Program is not without 
controversy. Cases of abuse of the Resource Use Permit (RUP) in natural forest (to 
increase the allowable cut) have been observed in the past, leading to forest depletion. 
The disastrous land slides in Quezon and Aurora in November 2004 were finally the 
reason for the DENR Secretary to suspend all logging permits nationwide (including 
Community Based Forest Management Agreements (CBFMAs) on December 8, 2004. 
With Memorandum Order dated March 7, 2005 the cutting ban was lifted in Regions 11 
(Davao) and 13 (Caraga). In all other regions, timber harvesting remains banned or 
suspended, whether involving natural-grown timber or planted timber. 
 
On August 12, 2005, the DENR Secretary suspended the processing of applications for 
Industrial Forest Management Agreements (IFMA), Social Industrial Forest Manage-
ment Agreements (SIFMA) and CBFMA (that means no more CBFMA can be issued 
up to now). In addition, on November 30, 2005, the Secretary issued an order 
cancelling 233 CBFMAs with unsatisfactory performance. Finally, on January 5, 2006, 
the DENR Secretary issued an order to cancel all existing IFMAs, ITPLA, SIFMA, and 
CBFMA ,subject to revalidation and certain exceptions (only partly implemented, 
though).  
 
Following interventions by DENR senior officials and foreign donors, the new 
Secretary’s clarification dated March 13, 2006 stopped all further cancellation orders 
and called for review of cancelled CBFMA. In Region 6 and 7 this review is supposed 
to be finished by July 2006. 
 
To further improve the legal framework conditions for CBFM, the Forest Management 
Bureau (FMB) proposed to allow tree harvesting at least in plantations. At present the 
utilization and even thinning of planted trees is only possible upon written permission of 
the DENR Secretary (a major deterrent and disincentive for farmers to plant more 
trees). In addition, with memorandum from 27 March 2006 the FMB requested to allow 
again processing of new CBFMA. These two requests are vital for CBFM 
implementation and are considered a pre-condition for a successful program. 
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4 THE PROPOSED PROGRAM 

 
4.1 Program Rationale 
 
The core problems identified in the program area are: 
 

 Depletion and degradation of forest and upland resources, lack of raw material, soil 
erosion, destructive flash floods and siltation of irrigation schemes during rainy 
season and lack of water during dry season, loss of biodiversity. 

 Destruction and over-utilization of coastal resources, especially mangrove 
ecosystems, leading to low income from fishery and aquaculture and increasing the 
threat to coastal villages through typhoons and high waves. 

 Low levels of food security due to sub-optimum yields of rice, corn and other crops 
on degraded upland soils and high levels of risk due in particular to the lack of 
reliability of irrigation sources. 

 Limited opportunities for generation of income either from forest products, cash 
crops, livestock, aquaculture or off-farm employment, due to limited capacity, skills 
and capital. 

 Poor household conditions in upland barangays due to the lack of drinking water 
systems, poor road networks, limited marketing possibilities. 

 Limited availability and sub-optimal use of productive resources such as land, 
labour, and capital. 

 The poor status of women who traditionally have to undertake tasks with high levels 
of drudgery and have few opportunities for earning cash incomes. 

 
The program will therefore focus on a balance of investments in sustainable natural 
resource management and poverty reduction. Special emphasis will be placed on 
increasing gender awareness and promoting the role of women in all aspects of 
program planning and management during implementation. 
 
 
4.2 Program Goals and Purpose 

 
The program goal, as formulated in the Logical Framework (Appendix 1), is to 
contribute to the improvement of environmental conditions and reduction of poverty in 
Panay and Negros. 
 
The immediate objectives of the program is to enable participating POs and village 
households to manage forests and mangroves sustainably, to adopt more sustainable 
and productive upland farming systems, to improve food security, income and living 
conditions and to improve access to markets. This will be achieved through a balanced 
program of investment in forest and mangrove management, rural infrastructure, 
natural resource based income earning activities, and capacity development.  
 
Following DENR’s and KfW’s strategic concepts, the CBFMMP shall follow a program 
approach. The Program shall be fully integrated in the national CBFMP. Not the 
afforestation of a few selected sites is the objective of the program, but the 
improvement of community based forest and mangrove management in the whole of 
Panay and Negros. This includes the improvement of legal and administrative 
framework conditions for CBFM, capacity building for all DENR staff in the program 
provinces involved in CBFM, and elaboration of forest rehabilitation models and PO / 
site selection criteria for general application throughout Panay and Negros.  
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4.3 Target Groups 

 
The primary beneficiaries will be farmers and fisherfolks in the environmentally fragile 
areas requiring program intervention. These should be poorer villages and farmers (but 
capable/ eligible to take a loan at LBP terms) with strong vested interests (short-
medium term income generation opportunity and longer-term natural resource 
sustainability) in the program interventions offered. Women and the poorer segments of 
society shall be actively encouraged to participate in program planning and 
implementation.  
 
The secondary target group would include DENR and LGU management staff and 

technicians on province and CENRO / municipality level. Especially field staff engaged 
in community based resource management shall be capacitated to provide the required 
extension support. In addition, multiplicators like village leaders, key farmers and 
genuine NGOs are seen as target group for capacity building. 
 
 
4.4 Program Components 

 
Four components/result areas were identified for inclusion in the program: 

 Rehabilitation of forests and mangroves and proper management through POs 
and/or rural households, 

 Introduction of livelihood options that increase income and contribute to 
sustainable forest and mangrove management, 

 Improve rural infrastructure in support of livelihood 

 Capacitate all major stakeholders to plan, implement and monitor the program 
and support CBFM 

 
The discussions with DENR, LBP, LGUs, POs and village households confirmed a 
strong demand for these components and allowed an indicative assessment of scope 
and quantity of the planned interventions. Before actual program and financing 
proposals have been prepared by eligible borrowers (financed through a package of 
loan and grant funds) and were accepted by the LBP, however, precise quantities 
cannot be determined. This shall be done during early stage of implementation when 
program packages and village development plans are agreed. 
 
All measures shall be financed through a mixture of loan and grant funds, 
approximately in the ratio 1/3 grant and 2/3 loan. Capacity building and forestry 
measures should be financed from the grant component, livelihood improvement and 
rural infrastructure primarily from the loan component. 
 
 
4.4.1 Forest / Mangrove Rehabilitation and Management 

 
In the 6 program provinces around 40,000 ha of forest plantations have reportedly 
been established. Many plantations are already 10 to 15 years old and need thinning 
respectively can already be harvested. Assuming an annual increment of around 10 
m3/ha (confirmed by the Consultant through sample inventories) and an actual 
plantation area of 20,000 ha, this area could yield 200,000 m3 wood every year on a 
sustainable basis and provide up to 600 million PHP gross income annually to tree 
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farmers!. Under the condition that the DENR will lift the logging ban in plantations 

(expected to be lifted in 2006), the program will first demonstrate proper management 
of existing plantations (thinning, utilization and reforestation). This will create immediate 
tangible benefits for tree farmers and reinforce their interest in forestry. Only then the 
program will undertake to establish new plantations. 
 
On barren land covered by CBFMAs or other land use certificates, multi-purpose timber 
plantations shall be established (both with production and protection function). Residual 
natural forest shall be enriched with valuable timber species or rattan. Coastal areas in 
need of protection or rehabilitation shall be planted to mangroves. The 4 forest 
rehabilitation / afforestation categories F1 to F4 are summarized below. Since these 
plantations will not yield any significant financial returns within the next 12 to 15 years, 
farmers shall receive free seedlings and labor subsidies financed from the grant 
portion.  
 
In all project provinces farmers were especially interested to receive incentives for fruit 
tree planting. Permanent fruit tree crops shall be supported as alternative to 
unsustainable annual cropping on upland slopes and as a form of livelihood 
improvement. The 2 suggested agro-forestry / livelihood improvement categories AFL1 
and 2 are summarized underneath, details are shown in Appendix 3. Since they will 
yield tangible economic benefits to the farmers and the available grant portion is 
limited, these 2 models shall be financed through a package of grant and loan funds. 
 
The following forest and mangrove rehabilitation models have been developed together 
with POs, DENR and LGUs (with indicative area in brackets, distributed among the 6 
project provinces Aklan, Antiques, Capiz, Iloilo, Negros Occidental and Negros Oriental 
according to site conditions and requirements): 
 

Forest Rehabilitation / Afforestation 
Category 

Indicative area and main focus 

F1. Multi-purpose timber plantation with 
short and medium rotation species 

4,500 ha, focus on open areas within 
CBFMAs, CADT or co-management 
agreements 

F2. Enrichment planting with 
dipterocarps and other long-rotation 
species 

2,200 ha, all CBFMA with areas of 
residual natural forest 

F3. Rattan enrichment 
 

800 ha, CBFMA with areas of residual 
natural forest  

F4. Mangrove plantation / enrichment 1,500 ha, coastal zones in need of 
protection and/or environmental impro-
vement 

 

Agro-forestry / Livelihood Improvement 
Category 

Indicative area and main focus 

AFL1. Multi-storey fruit orchard 1) 
 

4,300 ha, on forest land, change from 
annual cropping on unsuitable sites to 
sustainable tree crops 

AFL2 Coconuts intercropped with fruit 
trees 1) 
 

620 ha, on A&D land, improvement of 
ecological balance and productivity in 
coconut plantations 

1) considered measures to improve livelihood of farmers, seedlings shall be partially loan financed, labor 

will be provided for free by the participants 
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In addition, some LGUs and POs have requested support for rubber (latex production) 
and jatropha (bio-fuel production) plantations. These income-generating plantations 
have to be financed through a package of loan and grant funds and shall be subject to 
site-specific feasibility studies during program implementation. The Consultant has 
some doubts with regard to the economic feasibility of jatropha plantations (no known 
buyer and price) and the climatic conditions for rubber plantations (the rainfall in 
Negros Oriental varies widely between 750 mm and 2,400 mm per year, may be too 
dry/unreliable for rubber). These categories have not been included in the proposed 
project models, therefore, but can be supported upon later specific feasibility studies. 
 
 
4.4.2 Improvement of Livelihood Options 

 
The FS identified the following income generating livelihood options for POs and 
individual households directly or indirectly contributing to the sustainable management 
of forest and mangrove resources: 

 Improved processing, sorting and marketing of plantation timber through the POs 
or tree farmer associations 

 Multi-storey fruit tree orchards (on forest land) and improved coconut plantations 
(on A&D land), mentioned already under agro-forestry measures 

 Introduction of more productive and site-adapted upland farming systems, through 
cross-farm visits, on-farm-demonstrations and a loan/grant package for large-scale 
implementation 

 Abacca growing and fibre processing 

 Latex production (in Negros Oriental) 

 Production of virgin coconut oil (in cooperation with the Philippine Coconut 
Authority 

 Production of etheric oil from ilang-ilang and lemon grass (specially in Capiz) 

 Introduction of high quality fruit trees and support in marketing 

 Raising of mud crabs and shells in mangrove areas (in cooperation with BFAR) 

 Fish culture in near-shore cages (in cooperation with BFAR) 

 Other demand-driven options which will be found feasible and eligible during 
program implementation 

 
The main focus of the livelihood component will be to improve the income earning 
capacity of poor households in the program area through advisory support, training, 
extension and provision of primarily loan funds. Based on the experience of the WB 

Community Based Resource Management Project, which also provided a mixture of 
loan and grant funds to LGUs, it takes more than a year until the potential borrower is 
fully aware of the program terms and conditions and can prepare an eligible package of 
program measures for funding. It is suggested, therefore, to use the first 2 program 
years specifically for awareness campaigns, capacity building for POs to become 
eligible for LBP borrowing and to prepare livelihood project proposals / micro feasibility 
studies acceptable to LBP. Only after the first one or two years the actual demand for 
livelihood support can be quantified. 
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4.4.3 Improvement of Rural Infrastructure 

 
Rural roads. Good roads are essential for the produce in these villages or barangays 
to reach the markets in towns and cities. This access and connectivity facilitated by 
roads are important for people to be able to avail of social services such as health, 
education, etc faster. As part of the strategy to improve the village economy by 
providing improved accessibility, thus weaning them out from over-extraction of forest 
resources, the rural farm-to-market roads need to be constructed and/or rehabilitated. 
 
Potable water supply. Better facilities to tap clean and fresh water from its source 
need to be constructed, upgraded and/or rehabilitated. Some intake structure for spring 
sources need to be rehabilitated to optimize the collection of water. This improvement 
works consist of increasing the intake capacity of the spring boxes or minimize losses 
from the sources. In some cases, spring boxes were not constructed at all and the 
pipes are situated directly to the discharging spring. There were also instances when 
the reservoir capacities need to be increased or additional reservoir boxes need to be 
constructed to extend water delivery to other members of the community. The project 
components for water supply require additional or improvement of intake facilities, 
construction of additional reservoir boxes, extension of supply and distribution lines to 
the members of the communities. To ensure sustainability, the village households have 
to agree on a cost-recovering water pricing system, before any financial assistance can 
be given. 
 
Small-scale Agricultural Irrigation. Enhancement of agricultural productivity in 
existing agricultural farmlands is viewed as one strategy in discouraging over-extraction 
of forest products and ensuring the success of the reforestation/watershed protection 
efforts. Water is one essential component of agricultural productivity without which, 
production efforts will be constrained. Water sources are primarily surface waters 
consisting of streams and rivers in which diversion works are necessary. This consists 
of low dam and diversion canal toward a sluice gate. In some instances, water 
impoundment can be used as a source of irrigation water, as in existing gullies and 
natural depressions. Riprap-cladded, earthfilled embankments were constructed as the 
impoundment structure with the rest of the periphery provided by side-slopes of 
mountains and hills. Among the irrigation works needed consists of intake structure, 
concrete-lined main canals, and lateral ditches. In areas where natural spring can be a 
source of irrigation, impoundment works need to be constructed including conveyance 
works to bring the water to intended service areas. As mentioned before, the village 
households have to agree on a cost-recovering water pricing system, to assure 
maintenance of the irrigation facilities. 
 
Village Drop-off Market. Transport cost is one of the major constraints in the 
marketability of product of the villages farmers in the CBFMAs. Due to lack of hauling 
vehicles and difficulty of bringing produce to markets on the part of the farmers, the 
income of farmers from their produce is limited. By having a village drop-off market 
where buyers can come and see the produce, whether crops or livestock, the farmers 
will have it easier to market their products. Consolidation of produce and bidding can 
take place at the village drop-off market which is to the advantage of the farmers since 
they just have to bring the produce to short distances. The market building shall be 
made of truss roof shed, reinforced concrete columns, walls and flooring which will 
enable mobility of medium size crowd. Other site amenities may be necessary such as 
water supply, sanitary facilities, power and communication. 
 
The infrastructure improvement work will be undertaken by contractors within a 
partnering arrangement with the POs/farmers, who will contribute construction labour 
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where appropriate. Based on the villages served by the roads, the program will 
facilitate establishment and support of road maintenance groups through technical and 
management training. 
 
 
4.4.4 Capacity Building and Program Management 

 
For program management staff. To ensure efficient program implementation, the 

program will support provision of essential equipment and vehicles as well as capacity 
building. Training and study tours will be provided for program management staff from 
the DENR, LBP and LGUs. The training will include all aspects of the participatory 
project planning and management process. In addition, technical training will be 
provided on extension and demonstrations methods, preparation of feasibility studies 
and financial proposals, training of trainers, computer software etc. The training of 
trainers will also include selected NGOs to be contracted for PO capacity building and 
the preparation of project proposals and financing requests. The Project Working 
Group shall screen eligible NGOs and suggest a short-list to the DENR and LBP PMOs 
for contracting. The DILG has prepared various training modules for LGUs and has 
offered to cooperate in LGU capacity building. 
 
TA staff from co-operating organizations shall be included in capacity building to 
ensure the co-ordinated implementation of activities according to the same approach 
and standards. 
 
In addition, consulting services totalling about 30 person months of international 
consultants and 30 person-months of national consultants shall be provided over the 
program period of 7 years. The focus will be on program planning and coordination, 
monitoring and selected technical issues. While they will be allocated to the Program 
Working Group, most support will be provided to the program provinces in order to 
ensure efficient program implementation. The mentioned consulting input is the 
absolute minimum considering the complexity of the program and the amount of 
capacity building required. It is way below the standard in comparable German FC 
projects, but it will be hard to use more of the grant portion for consulting services. The 
TA has therefore to be augmented by other German development agencies. 
 
For potential borrowers/financial intermediaries. The most critical path in the 
program is the preparation of eligible project proposals and financing requests by 
LGUs, POs and NGOs. The first 2 years shall, therefore, be dedicated to awareness 

campaigns, support to meet LBP eligibility criteria, identification of viable project 
packages combining forest management, livelihood improvement and rural infra-
structure, preparation of feasibility studies/business plans and submission of financing 
requests. As soon as the first project packages will be approved (expected in year 2), 
capacity building will shift to support POs and individual households in implementing 
the various sub-projects, including conflict resolution. 
 
 
4.5 Implementing and Financing Arrangements 
 
4.5.1 Program Executing and Implementing Agencies 

 
The Program Executing Agencies (PEA) are the DENR Central Office and the LBP 
Central Office. They are responsible for signing program documents, the accounting of 
program expenses and submission of reimbursement requests to KfW (by LBP). For 
supervision of the overall program implementation a National Steering Group will be 
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created, with members from DENR Central Office, FMB, LBP, NEDA, DoF, DILG, and 
KfW Manila Office  
 
The Program Implementing Agencies (PIA) in the program provinces shall be the 
DENR with its regional, provincial and CENRO offices, the LBP with (sub-)regional, 
provincial and branch offices, the provincial governments and LGUs, and POs. Both 
DENR and LBP will establish their Project Management Office (PMO) for Region 6 in 
Iloilo and the PMO for Negros Oriental (Region 7) in Dumaguete. For program 
management, an inter-agency Program Working Group shall be established. Chairman 
will be the DENR RED for Region 6. The members will include representatives from 
DENR Regional Offices R6 and R7, the 6 involved PENROs, LBP Lending Center staff 
from Iloilo, Bacolod and Dumaguete, DILG, the Provincial Governments, the consultant 
Chief Technical Adviser and a GTZ representative. The Program Working Group will 
have a Screening Committee (to screen applications and proposals from LGUs, POs 
and NGOs) and an inter-agency Project M&E Team (to monitor project progress and 
impacts).  
 
The LBP Lending Centers shall be responsible for administration of loan and grant 

funds. They will provide guidance regarding the preparation of project and financing 
proposals, will review the financing requests and conclude financing agreements (loan 
and grant package) with LGUs, POs and NGOs. They will participate in the project 
progress monitoring as basis for fund release and will be in charge of financial 
monitoring. The DENR offices will offer forestry-related project planning and extension 

to POs and LGUs, will participate in the screening of proposed project packages and 
assist LGUs and POs in the preparation of detailed project proposals for forest 
rehabilitation. During implementation of forest rehabilitation measures, the DENR 
PENRO and CENRO staff will be responsible for technical advice and extension to 
LGUs, POs and NGOs, and the supervision and monitoring of planting activities. The 
DENR shall provide adequate counterpart fund for program implementation. The LGUs 

shall be involved in planning and implementation of all program activities within the 
municipality, provide extension for agricultural development, implement rural 
infrastructure projects and provide LGU counterpart funds (generally 20% of total cost). 
The POs will be the implementers of project measures on village level.  

 
The FS Report will provide suggestions towards the specific roles and responsibilities 
of the implementing agencies (especially DENR and LBP) concerning planning, 
screening, implementing and monitoring of project measures. Right at the beginning of 
project implementation, a MOA shall be signed at the regional and provincial levels to 
define the partnership arrangements between the major players DENR, LBP, LGUs, 
DILG, NCIP, POs and NGOs to define their specific role and responsibility in project 
implementation. 
 
The Program Implementing Agencies shall be supported by a team of national and 
international consultants and contracted NGOs in project planning, capacity building, 
supervision and monitoring. Other German assisted projects (by GTZ, DED and CIM) 
shall cooperate in the field of capacity building / training, coordination with LGUs and 
POs supported by them and provide professional guidance. 
 
In areas covered by a Certificate of Ancestral Domain Claim (CADC) or Certificate of 
Ancestral Domain Title (CADT), the National Commission on Indigenous People has to 
be involved at all stages of project planning and implementation. 
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Figure 4-1: Organization Chart for the CBFMMP Panay and Negros 
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4.5.2 Loan Demand and Absorption Capacity of LGUs and POs 

 
More than 50% of the interviewed LGUs and POs showed interest to avail of the 
package of loan and grant funds to be offered by the program. The provincial 
government of Negros Oriental and 4 municipalities alone expressed interest to avail of 
3 million EUR loan/grant. The possible measures mentioned most often were village 
water supply, irrigation schemes, rural roads, fruit tree and rubber plantations, furniture 
shops, crab fattening and grouper (fish) raising. Some NGOs active in rural 
development mentioned a capital need for on-lending to households for farming system 
improvement (e.g. MUAD in Negros Occidental).  
 
Most LGUs and POs, however, had only vague ideas on possible interventions. Many 
POs at present would not meet the LBP eligibility criteria and need substantial capacity 
building. Due to the forthcoming local government elections in May 2007, many mayors 
were hesitant to make any firm commitment. In fact over 60% of all mayors in Panay 
and Negros are on their last term and cannot be re-elected. The FS team concluded, 
however, that around 50% of all municipalities are principally interested to participate. 
Many of them want to borrow money at LBP terms (9%-12% interest to LGUs) only for 
self-financing investments, though. 
 
It is the fundamental basis of the national Community Based Forest Management 
Program to assist POs in receiving CBFMAs and to capacitate them to manage their 
forest resources sustainably. The CBFMMP wants to contribute exactly to this 
objective. Due to the connection of grant and loan funds, however, only a PO which is 
eligible and willing to take a loan can also avail of grant funds. Even under an optimistic 
scenario (1/3 of all POs with CBFMA in Panay and Negros can be made eligible to 
borrow) only up to 50 POs may participate in the program. Assuming an average loan 
amount of PHP 500,000 per PO, the overall absorption capacity is estimated at PHP 
25 million or EUR 385,000. This represents just 6.4% of the offered loan of EUR 6 
million. An additional option is to use eligible NGOs as financial intermediaries for on-
lending to POs and households, which cannot access funds directly. 
 
The FS team agrees however with the LBP, that LGUs are the most capable partners 
to absorb the offered loan/grant package. They have thus to be targeted as takers of 
the project funds and implementers of project measures. DENR staff and POs showed 
concern, however, that the mayors may have their own agenda and priorities for using 
the project funds (as experienced in the WB CBRMP). A very careful selection of LGUs 
(i.e. mayors) with a proven track record in rural development, a joint planning of project 
measures and strict monitoring of fund flow and project implementation will be essential 
for the program success, therefore.  
 
 
4.5.3 Financial Management 

 
Package of loan and grant funds for implementation of projects. Both the loan and 

grant component of the German financial contribution shall be managed by the LBP. 
Suggested borrowers/intermediaries for project implementation are (i) LGUs, (ii) 
Cooperatives/POs and (iii) NGOs. The LGUs have the option to either use the funds for 
implementation of own projects (like infrastructure) or to pass on a portion to POs 
and/or individual households as grant or in the form of a production sharing agreement. 
According to EO 138, LGUs are not allowed to on-lend loan funds to POs or 
households. Cooperatives and POs can avail of the funds for own projects or can on-
lend (if their bylaws allow) a portion to members. NGOs will only act as financial 
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intermediaries and on-lending all funds to POs or households. The fund flow is 
illustrated in Figure 4-2. 
 
To ensure that loan and grant funds flow together, an approach similar to the WB 
CBRMP shall be followed. Any LGU, PO or NGO interested to participate has to avail 
of a package of loan and grant funds. Assuming an overall budget of around 4.5 million 
EUR grant funds and 6 million EUR loan funds and a need of around 1.5 million EUR 
for capacity building and program management/monitoring, a total of 3 million EUR 
grant and 6 million EUR loan funds will be available for implementing projects (see also 
chapter 5). So to all borrowers a fixed proportion of 1/3 grant funds and 2/3 loan funds 
may be offered. No matter who borrows, this way the grant and loan portion will 
automatically flow together. In addition to German FC funds the borrowers shall provide 
a counterpart contribution of 20% to the total project costs. 
 
To assure that the borrower uses the loan/grant funds also for forest rehabilitation (with 
very little short-term financial returns), he has to sign an agreement that at least 30% of 
the overall project package (representing a large portion of the grant component) will 
be used for the forest and mangrove rehabilitation models in Appendix 3. 
 
Grant funds for capacity building. The capacity building component such as 
essential vehicles and equipment, training, consultancy and partly M&E shall be 
entirely financed from the grant portion. Except payments to consultants, all 
transactions shall be made through the LBP to the DENR PMO (for technical capacity 
building) or the LBP PMO (for capacity building related to financial issues). The LBP 
has already experience in administering a grant for DENR within the Montreal Protocol, 
in the form of a disposition fund. In addition to German FC funds, the involved DENR 
PENROs and CENROs will also receive Philippine counterpart funds primarily for 
extension and program operation through the DENR Regular Budget (budget allocation 
of PHP 4 million from regular funds for 2007 has been proposed). 
 
Since the packaging of project proposals and financing requests may take at least 1 
year and will be entirely grant financed, during the first year mainly grant funds will be 
required for capacity building. The LBP will charge a management fee of 6% for 
administering grant payments. 
 
Saving accounts. As a routine the Landbank requires that borrowers (including 

cooperatives and POs) open an account at one of their braches. All payments go to 
this bank account. Also private households are eligible to open a bank account at LBP, 
with a minimal balance of 500 Peso. The LBP does not pay to individual farmers, 
though. 
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Figure 4-2:  Flow of Project Funds 
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and livelihood endeavors. POs shall receive support in financial auditing. At the end of 
year 7, a final program evaluation is planned. 
 
In the first 2 program years, the selection of priority areas for watershed and mangrove 
rehabilitation shall be carried out. For identification of critical watersheds and coastal 
zones in need of rehabilitation, satellite images have proven to be a very useful tool. 
NAMRIA offers Landsat TM scenes in digital form and in mapsheet format at 1:50,000 
scale.  
 
In order to begin with success stories and create positive examples to follow, the 
project measures shall start in selected LGUs and POs with good potential for success. 
During the following years additional LGUs and POs shall be included. The PO and site 
selection shall follow transparent criteria to be elaborated in the FS report. The number 
of eligible LGUs and POs is not limited to the pre-selected sites, others can join. 
 
With eligible POs a bottom-up participatory land use planning (PLUP) shall be carried 
out prior to actual project implementation. During this planning exercise on village level, 
NGO, DENR and LGU technicians shall help farmers to identify areas to be kept under 
agriculture or as pastures, to carry out a suitability mapping and to match the appro-
priate rehabilitation model and species combination to a specific site. 
 
Monitoring and evaluation. The program M&E system has to cover the following 

aspects: (i) monitoring of afforestation success as basis for subsidy payment, (ii) 
environmental impact monitoring, (iii) socio-economic impact monitoring, (iv) efficiency 
monitoring, and (v) financial monitoring. Based on the recommendations from the 
CBFMP Quirino, no separate program monitoring center shall be created, but a multi-
agency M&E team shall be attached to the Program Working Group. Members of the 
composite M&E team will come from the DENR regional offices, the provincial 
governments, LBP, DILG and NGOs. The respective agencies shall shoulder their 
salaries, while operation expenses shall be borne by the program.  
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Figure 4-3: Participatory Project Planning Process on Macro Level 
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Figure 4-4:  Implementation of Project Measures and Support Organizations 
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4.5.5 Cooperation with other German Development Agencies 

 
It is the wish of the German Government that all German development agencies should 
network and use synergy effects. The Visayas are a priority region for German 
development assistance and several agencies are active here. All of them have been 
contacted and a close cooperation has been agreed (to be formalized in a cooperation 
agreement). 
 
The German Agency for Technical Cooperation (GTZ) provides technical assistance 

to the Environment and Rural Development Program in the Visayas. It includes the 
components Community Based Forest Management in Leyte (offices in Tacloban and 
Baybay), Coastal Fisheries Resources Management (offices in Iloilo and Maasin/ 
Leyte), and Solid Waste Management. Within the CBFM component valuable 
experiences have been made regarding capacity building, participatory project planning 
and implementation, forest management planning and extension to POs. Starting with 
the implementation of the CBFMMP Panay and Negos, GTZ could extend their CBFM 
support program from Leyte also to the Western Visayas. Technical assistance support 
will be especially required for the preparation of work plans and resource use plans of 
CBFMAs and the support to POs in developing project and financing proposals. Like in 
the Coastal Fisheries Resources Management Program, a satellite office may be 
established in Iloilo. In return, the CBFMMP could provide much needed capital to 
implement measures suggested by the GTZ CBFM program.  
 
The close cooperation with the coastal fisheries component would be vital when 
coastal livelihood projects shall be financed. In fact, the CBFMMP can only provide 
such contributions in the framework of a specialized coastal resources management 
project.  
 
The German Development Service (DED) provides technical assistance in upland 

and coastal resources management primarily to LGUs. The DED has detailed advisers 
to Negros Occidental (San Carlos) to support watershed rehabilitation and to Cebu and 
Sipalay / Negros Occidental for coastal resources development. As a possible 
cooperation, the DED staff could assist in PO capacity building and the preparation of 
project and financing proposals. The CBFMMP could provide financial inputs to POs 
capacitated by the DED project. 
 
Under the German integrated expert program (Center for International Migration or 
CIM), 2 advisers have been working already for several years in Bacolod / Negros 

Occidental and Kalibo / Aklan. They give advisory support primarily to NGOs on 
sustainable forestry and agroforestry development. As mentioned above, under a 
cooperation agreement the CIM staff could assist in PO capacity building and the 
preparation of project and financing proposals. The CBFMMP could provide financial 
inputs to POs capacitated by CIM. Since the CIM position in Bacolod will expire within 
2006, it has to be extended for at least 3 years if a cooperation should materialize. 
 
 
4.6 Model Function and Transfer of Results 
 
The program shall introduce the following innovations which may have model functions 
for the national CBFMP and other programs: (i) support to POs after they have 

received a CBFMA through capacity building and investive measures, (ii) management 
and sustainable utilization of established plantations, creating income for tree farmers, 
(iii) decisive role of LGUs in project planning and implementation, (iv) processing, value 
adding and marketing of forest and agroforest produce, (v) improved upland farming 
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methods like dualistic cropping, diversified farming and multi-storey tree cropping, (vi) 
bottom-up participatory land use planning and site suitability mapping, (vii) capacitate 
POs to access financial services, package of grant and loan funds to avoid dole-out 
attitude, and (viii) a multi-agency program monitoring team to check the afforestation 
success before any payment.  
 
The CBFMMP shall be fully integrated in the national CBFMP. All experiences shall be 
shared with other programs (preferably moderated by the Forest Management Bureau 
(FMB) CBFMP Office) and lessons learned by others shall be considered. Whenever 
necessary, the program shall also submit proposals for improving the legal and 
administrative framework for CBFM. 
 
 
5 APPROXIMATE PROGRAM COSTS AND FINANCING 
 
Program costs have been estimated in Philippine Peso (PHP) using an exchange rate 
of PHP 65.00 = Euro 1.00. Price contingencies were calculated at 1.5% annually on the 
costs for the positions vehicles/equipment, program management, capacity building 
and consultancy. Physical contingencies were included in the component costs. For the 
loan/grant package for project implementation no contingency costs were calculated 
(demand driven and process oriented). 
 
Initial estimates of the program cost by components, as well as a break down by 
financier, are summarised in Table 5-1. The draft Overall Cost and Financing Plan is 
attached in Annex 2. Based on this estimate, the overall cost to be financed from the 
KfW loan and grant and Philippine Government contributions is estimated at PHP 
853.125 million (equivalent to Euro 13.125 million). Around 4.5 million EUR (290 million 
PHP) shall be provided by KfW as a grant, 6 million EUR (390 million PHP) as a loan, 
and 170 million PHP (2.6 million EUR) as cash counterpart contribution from LGUs and 
DENR. Provisionally the costs have been allocated as 80% KfW and 20% Government 
but these will be adjusted during finalisation of program costs as will the overall cost.  
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Table 5-1: Estimated Cost and Financing of Components (in PHP million, assumed 
loan funds in italics) 

 
Program Component Total  

 
Government 

 
KfW 

 
Beneficiary  
contrib.

1)
 

A. Implementation Projects 
2)
 716.91 131.91 585.00 

(EUR 9 mio) 
107.85 

1. Forest and mangrove 
rehabilitation 

229.41 34.41 195.00 
(EUR 3 mio) 

57.85 

2. Rural infrastructure / livelihood 487.50 97.50 390.00 
(EUR 6 mio) 

50.00 

B. Capacity Building and 
Program Management 

    

3. Vehicles 14.60 0.00 14.60  

4. Equipment and materials 5.20 1.04 4.16  

5. Program 
management/operation 

25.55 22.47 3.08  

6. Training and extension 26.60 10.50 16.10  

7. Consultancy 52.80 0.00 52.80  

C. Sub-total 841.66 165.92 675.74  

8. Price contingencies (1.5%/a on 
B) 

11.46 4.70 6.76  

TOTAL  853.13  170.63  682.50 
(EUR 10.5 mio) 

 

Source: Consultants estimates 
1)

  Mainly free labor contribution, indicated but not included in program cost 
2)

  German financial contribution 3 million EUR grant and 6 million EUR loan, the grant is supposed to be 
mainly used for forest rehabilitation, the loan for infrastructure and livelihood projects 

Note: Totals may not add up exactly due to rounding errors. Physical contingencies have been included in 
the component costs. 

 
Based on the activities that beneficiaries are expected to participate in the value of their 
contribution (mainly free labor) has been estimated at around PHP 108 million or 15% 
of the costs to be born by KfW and the Government. 
 
 
6 OUTSTANDING ISSUES AND RECOMMENDATIONS 
 
Program area Negros Oriental. As understood by KfW, an amount of EUR 3.5 million 

Interest Differential Funds (IDF) will be available for program implementation in Negros 
Oriental, in addition to the EUR 7 million for Region 6. The DOF is supposed to provide 
the IDF in the form of 40% grant and 60% loan. According to discussions with the DOF, 
however, the IDF funds can only be used as a loan (interest around 6%) and will be 
released on a first-come first-served basis to eligible LGUs and government agencies. 
IDF funds are only meant to augment own funds up to about 25% and cannot be used 
as only fund source.  
 
As advised by KfW the Consultant has designed one program using one approach for 

Region 6 and Negros Oriental, assuming an overall German FC of around EUR 4.5 
million grant and EUR 6 million loan. During the Appraisal Mission KfW, DOF and 
NEDA are kindly requested to agree finally on the funding for Negros Oriental. Due to 
the strong commitment of the provincial government and LGUs, their high loan 
absorption capacity, the piloting of forest co-management agreements between LGUs, 
DENR and households in already 5 municipalities, the experience with the WB CBRMP 
and its large area of forest plantations in need of management, it is the Consultant’s 
opinion that a solution should be found to include Negros Oriental in the program.  
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Policy framework for CBFM. The recent cancellation of CBFMAs (39 in the program 

provinces, often without any prior site check) and the logging moratorium also 
prohibiting thinning and harvesting in plantations has deeply discouraged POs and 
farmers to engage in CBFM. Before the program can successfully start, all cancellation 
orders shall be reviewed and eligible CBFMAs shall be reinstated.  
 
The utilization of plantation timber is an integrated part of forest management, 
environmentally acceptable and would provide substantial income to tree farmers. The 
DENR is therefore kindly requested to review the logging moratorium and lift it for man-
made plantations. In any case, the utilization has to follow accepted resource use plans 
supported by the program.  
 
In addition, with memorandum from 27 March 2006 the FMB requested to allow again 
processing of new CBFMA. These 3 requests are vital for CBFM implementation and 
are considered a pre-condition for a successful program. 

 
Risk of low loan absorption capacity of POs. The ultimate program objective is to 
enable POs with CBFMAs to manage their forest and mangrove resources sustainably 
and to improve their livelihood. While it is understood that loan and grant funds have to 
flow together as one package, a problem may arise for many POs. If they are not 
eligible or capable to take a loan, they cannot avail of a grant and cannot participate in 
the program. This way especially poor and disadvantaged POs will be excluded. As a 
mitigating measure the Consultant suggests an intensive capacity building for POs in 
the first 2 program years, to make them eligible for LBP borrowing. On the other hand, 
the standard LBP requirements are very strict and very hard to meet for POs, and the 
interest rates are relatively high (12% up). In order to allow POs to access program 
funds the LBP is kindly requested to review its terms and conditions and make them 
PO-friendly as far as possible. 
 
DENR counterpart funds. For grant financed projects the DENR is only entitled to use 
regular funds. Since the loan is handled by the LBP, the DENR cannot avail of 
additional counterpart funds for the program. Based on the requested (not yet 
approved) allocation of PHP 4 million for 2007, it may be assumed that the total DENR 
counterpart fund within 7 years will amount to at least PHP 28 million, as the project 
progresses . This would be enough to cover the estimated costs for project 
management, operation and training/extension, but no contribution to the afforestation 
costs may be expected. The issue of sufficient and timely Philippine counterpart funds 
should be further discussed during the project appraisal. 
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Appendix 3 Proposed Forest and Mangrove Rehabilitation Models 
 





APPENDIX 2: LOGICAL FRAME WORK 
 



LOGICAL FRAMEWORK
Assessment of risks

Shaded areas require input in this table Risk Influence

none/little medium high very high none/little medium high

I. Risks and influence for achieving Results

(a) caused by variations from plans and schedules regarding

- Design X X

- Time schedule X X

- Costs X X

(b) caused by deviations from assumptions made

Counterpart funding assured fully and in time X X

Sufficient qualified full-time staff is available to implement project X X

 

Overall Risks and influence for achieving Results X X

II. Risks and influence for achieving Project Objective

(caused by deviations from assumptions made)

DENR policies will support community based forest and mangrove management X X

Rural population is willing to invest labour in forest and mangrove 

rehabilitation X X
Enough eligible borrowers for the loan component can be found to 

provide the necessary grant incentives to POs/farmers X X

Overall Risk and Influence for Achieving Project Objective X X

III. Risks and Influence for Achieving Overall Objective

(caused by deviations from assumptions made)

POs and farmers protect and manage their forest and mangrove resources also after the end of external assistanceX X

Livelihood endeavours will be continued and replicated by the POs and/or households after project endX X

Rural infrastructure can be maintained through an adequate cost recovery system X X

Overall Risk and influence for achieving Overall Objective X X

IV. Overall Risk and influence X X



APPENDIX 3: COST AND FINANCE TABLES 
 



Appendix 3 Table 1  Indicative Overall Cost and Financing Plan CBFMMP Panay and Negros (Version 1, FC grant EUR 4.5 mio, loan EUR 6 mio)  
Version 09/27/2006

Description Unit Quantity
Eligible Unit 

Cost
Total Cost

% of   

Total

Maximum German 

FC 
1)

(PHP) PHP Euro in % PHP Euro in % Total Euro

1 Investive measures 682,500,000 10,500,000 77.3% 20.0% 136,500,000 2,100,000 80% 8,400,000

1.1 Afforestation / rehabilitation ha n/a n/a 136,500,000 2,100,000 15.5% 20.0% 27,300,000 420,000 80.0% 1,680,000

1.2 Livelihood improvement n/a n/a n/a 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

1.3 Rural infrastructure n/a n/a n/a 273,000,000 4,200,000 30.9% 20.0% 54,600,000 840,000 80.0% 3,360,000

2 Vehicles no. 38 n/a 14,600,000 224,615 1.7% 0.0% 0 0 100.0% 224,615

2.1 4WD Vehicle no. 1 1,700,000 1,700,000 26,154 0.2% 0.0% 0 0 100.0% 26,154

2.2 4WD Pickups no. 7 1,500,000 10,500,000 161,538 1.2% 0.0% 0 0 100.0% 161,538

2.3 Motor cycles no. 30 80,000 2,400,000 36,923 0.3% 0.0% 0 0 100.0% 36,923

3 Equipment and materials n/a n/a 5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

3.1 Office, training, extension, sat imagesls n/a n/a 5,200,000 80,000 0.6% 20.0% 1,040,000 16,000 80.0% 64,000

4 Program management/operation 61,782,014 950,493 7.0% 73.3% 45,290,000 696,769 26.7% 253,723

4.1 DENR maintenance & operation yrs 7 1,500,000 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

4.2 DENR technical personnel yrs 7 4,100,000 28,700,000 441,538 3.3% 100.0% 28,700,000 441,538 0.0% 0

4.3 LBP grant mgnt. fee 6% 
2)

grant 6% 218,866,896 13,132,014 202,031 1.5% 0.0% 0 0 100.0% 202,031

4.4 LGUS yrs 7 750,000 5,250,000 80,769 0.6% 100.0% 5,250,000 80,769 0.0% 0

4.5 M&E (baseline, progress, impact) yrs 7 600,000 4,200,000 64,615 0.5% 20.0% 840,000 12,923 80.0% 51,692

5 Training and extension n/a 24,630,000 378,923 2.8% 42.6% 10,500,000 161,538 57.4% 217,385

5.1 PO capacity build., AWP, RUP PO yrs 70 100,000 7,000,000 107,692 0.8% 0.0% 0 0 100.0% 107,692

5.2 Training for DENR, LGUs, NGO yrs 3 500,000 1,500,000 23,077 0.2% 0.0% 0 0 100.0% 23,077

5.3 On-site demonstrations demos 250 20,000 5,000,000 76,923 0.6% 0.0% 0 0 100.0% 76,923

5.4 Extension of DENR/LGU to benef. yrs 7 1,500,000 10,500,000 161,538 1.2% 100.0% 10,500,000 161,538 0.0% 0

5.5 Study tours MD 300 2,100 630,000 9,692 0.1% 0.0% 0 0 100.0% 9,692

6 Consultancy WM 72 n/a 63,540,000 977,538 7.2% 0.0% 0 0 100.0% 977,538

6.1 Internat. Cons. (incl. misc.cost) WM 36 1,365,000 49,140,000 756,000 5.6% 0.0% 0 0 100.0% 756,000

6.2 National Cons. (incl. misc. cost) WM 36 400,000 14,400,000 221,538 1.6% 0.0% 0 0 100.0% 221,538

Sub-total 852,252,014 13,111,569 96.5% 22.7% 193,330,000 2,974,308 77.3% 10,137,262

7 Contingencies n/a n/a n/a 30,537,866 469,813 3.5% 22.8% 6,959,880 107,075 362,738

7.1 Price contingencies 
3)

7.2 Physical contingencies 3.6% n/a n/a n/a 30,537,866 469,813 22.8% 6,959,880 107,075 362,738

TOTAL 882,789,880 13,581,383 100.0% 22.7% 200,289,880 3,081,383 77.3% 10,500,000

Exchange rate: Peso/Euro        = 65.00
1)

 Max. German FC: total grant EUR 4.5 million, total loan EUR 6 million
2) 

Calculated as 6% on EUR 4.5 mio grant minus 3.5% physical contingencies, consulting costs and fee for LBP
3)

 Ca. 5% price contingencies included in component budgets

Philippine Public 

Contribution




