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=2 his report analyzes natural resource management
and governance in the Philippines, identifying te-
cent trends, current challenges, and future goals.
The first half of the report summarizes the status of
the country’s natural resources, describes sector policies, insti-
tutions, and budget mechanisms, and identifies impediments to
improvements. The second half focuses on three crucial issues
for natural resource governance: property rights, institutions, and
financing. As part of its analysis of these three overarching is-
sues, the report considers cross-cutting governance concepts
such as participation, accountability, transparency, corruption,
and service delivery. The report’s final section offers conclusions

and recommendations.

The primary audience for this report is the government of the
Philippines—particularly national and local agencies and offi-
cials with mandates for natural resource management. For aca-
demics and researchers the report provides an overview of
problems in natural resource management and governance. For
civil society the report might create opportunities to engage in
dialogue with other stakeholders. And for donors it sheds light
on the challenges involved in developing and implementing
natural resource management projects in the Philippines.

The report’s analysis draws on many studies conducted over the
past decade—including studies commissioned for this report,

unpublished academic reports, and reports by government agen-
cies, nongovernmental organizations (NGOs), universities, the
Asian Development Bank (ADB), the United Nations Environ-
ment Programme (UNEP), the United Nations Development
Programme (UNDP), the World Bank, and bilateral donors.

The analysis for the report was carried out between September
2002 to June 2003. During this period, a new Secretary of De-
partment of Environment and Natural Resources was appointed,
and many of the recommendations proposed in the report are
currently in the process of being implemented.

The Study was carried out by a team of Filipino researchers and
World Bank Staff and consultants. Members of the team included:
Giovanna Dore and Gilbert Braganza, Brenda Phillips and Patricia
Morente from the World Bank, Ame Jensen, Charles Barber, En-
vironmental Sciences for Social Change, Floredema Eleazar, and
Paul Holtz. The overall Task was managed by Asmeen Khan. The
Study benefited from comments provided by Kathy Mackinnon,
William Magrath, Stephen Mink, and Emie Guiang. The team
would like to acknowledge the substantial help and assistance
provided the Department of Environment and Natural Resources,
particularly the Director for Foreign Assisted Projects and his staff.
The Study was financed by the World Bank with additional sup-
port from the Global Environmental Facility and the Danish Gov-
ermment through a Trust Fund.




Ithough the Philippines was once one of the
richest biological regions on Earth, 50 years of
severe natural resource degradation have
taken a catastrophic toll. As a result the country
now has among the lowest forest cover per capita in the tropics,
and many mangrove and coral reef ecosystems have collapsed.
The main direct causes of this degradation include pollution,
urbanization, sedimentation, conversion to other land uses,

and—most important—overexploitation, often involving de-
structive approaches to resource extraction. These problems have
been exacerbated by weak natural resource management, lim-
ited financial resources, and ineffective environmental institu-
tions. (In this report natural resources refers to forests, coastal
waters, mangroves, coral reefs, watersheds, and protected ar-
eas. Mineral resources are covered by a separate initiative be-
tween the Department of Environment and Natural Resources
and the World Bank).

Over the past decade the government has tried to reverse these
trends, introducing innovative institutional and legal reforms
for sustainable natural resource management—including, in
the early 1990s, a comprehensive decentralization program that
promotes resource management by local governments, indig-
enous groups, and resource-dependent communities. For ex-
ample, new tenurial instruments have granted a variety of
property rights to local and indigenous communities—particu-
larly for public forests—and a national system of protected ar-

eas has been created.

In addition, in recent years many donors have supported efforts
to improve natural resource management by building the ca-
pacity of the Department of Environment and Natural Resources
(DENR), local governments, nongovernmental organizations
(NGOs), and local communities, and by supporting innovative
partnerships among them.

Despite these efforts, natural resource management in the Phil-
ippines has a mixed record of performance. The main reasons

for failure are:

% Unclear institutional mandates between central agencies and
local governments.

2 Lack of sustained financing at the national level and revenue
generation at the local level to finance natural resource
management.

B Delays and other problems in issuing and enforcing the new
tenurial instruments for public forests.

® Lack of equivalent tenurial instruments for coastal waters and
resources.

& Administrativeimpediments.

& Insufficient capacity, accountability, and transparency in public
and private institutions responsible for managing natural

resources.

This report focuses on three crucial aspects of natural resource
governance and the extent to which they explain failures in im-

proving it:

& Property rights—tenurial and use rights for natural resources
have not been fully implemented, hindered by rigid bureau-
cratic procedures.

= Institutions—a profusion of underfunded, centralized institu-
tions have unclear and overlapping mandates, ineffective pro-
cesses for stakeholder participation, and inadequate mech-
anisms to ensure accountable performance and service delivery.

® Financing—an inefficient, erratic system sets budgets for
natural resource management, leading to a multitude of
underfunded policies and programs for protected areas,
community-based forest management, rights of indigenous

peoples, and so on.

This report draws on the extensive literature on natural resources
and governance in the Philippines, and complements it with data
from the DENR and National Economic Development Author-
ity (NEDA). In addition, case studies from resource-rich prov-
inces are used to provide local perspectives that illuminate overall
problems—and offer examples of how to improve institutional
performance in resource management. The report’s main mes-

sages are summarized below.
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reverse the cuurent open access situation and provide incentives
for sustainable community-based coastal resource management.

Although the 1991 Local Government Code and 1998 Fisheries
Code devolved control over coastal waters up to 15 kilometers

from the shore to municipal and city governments, there is no

system of tenurial instruments for coastal waters equivalent to
those for forestlands. As a result most of the country’s coasts
remain de facto open access areas—with attendant over-
exploitation and use of destructive fishing methods.

The forest-related tenurial instruments show that while ten-
ure is insufficient to ensure sustainable natural resource man-
agement, it is an important foundation for sustainable
management in situations where poor and growing popula-
tions depend on local resources for their livelihoods. The same
dynamic applies to fisheries, coral reefs, and other coastal re-
sources—as has been well documented by sites where local
governments and communities have instituted de facto tenur-
ial regimes over coastal waters.

Devolution of natural resource governance and tenurial
rights to local governments and communities must be
complemented by a strong governing hand from the
DENR—to facilitate and enforce observance of the
responsibilities that accompany devolution

Neither devolution of governance under the Local Govern-
ment Code nor creation of local tenurial rights over forest-
lands was driven by evidence that such measures would
improve natural resource management. Rather, both largely
resulted from the democratization of Philippine society since
the fall of Ferdinand Marcos’in the 1980s—and, in the case
of community-based forestry, from the failure of top-down,
state-led forest management to provide ecological sustainability

or social equity.

But local management and control do not necessarily lead to
sustainable natural resource management. Devolution of rights
to natural resources must be accompanied by devolution of re-

sponsibilities to manage them sustainably, in accordance with
national and local standards and priorities. The DENR should
enforce these responsibilities and standards—and provide local
governments and communities with the services and tools they

need to observe them.

Thus the DENR needs to evolve in three directions. First, it needs
to complete the devolution of natural resource management
functions mandated by the Local Government Code and other
legislation. Second, the DENR needs to recast its role—becom-
ing the guardian of national minimum standards for natural re-
source management and building its capacity to ensure that local
governments and communities observe them. Finally, the DENR
needs to strengthen its capacity to help local governments and
communities meet those standards. To fulfill these new roles,
the DENR needs to restructure, redefine its programs, and re-
orient its staff.

The DENR’s budget management process needs
to be overhauled

Between 1998 and 2002 just 5 percent of the DENR’s budget
went to development expenditures—that is, actual investments
in natural resource management. During the same period the
DENR'’s overall budget dropped 43 percent. The department’s
limited budget is spread across too many programs and projects,
and is fragmented among the DENR's four bureaus—signifi-
cantly limiting any bureau’s ability to effectively implement natu-

ral resource policies.

“Banner programs”—created by DENR secretaries to put their
personal and political mark on the DENR's overall program—
are one reason that resources are allocated inefficiently across
too many program. (The fast turnover of DENR Secretaries is
also a problem: there were four during 1998-2002.) Banner
programs are supposed to provide focused budget resources
to environmental and natural resource management challenges
requiring special attention and immediate intervention. New

banner programs are adopted each year without DENR evalu-
ations of existing ones—which tend to take on bureaucratic
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¥ he Philippines was once one of the world's richest
biological regions, with extensive and diverse
tropical forests (including large coastal mangrove
areas), high levels of species endemism, and 27,000
square kilometers of coral reefs containing enormous marine
biodiversity. But while the country is still home to biodiversity
of global importance,' over the past 50 years its natural re-
source base has undergone catastrophic degradation—a pro-
cess that has accelerated in the past 20 years (box 1). Causes
of this damage include overexploitation, urbanization, pollu-
tion, sedimentation, and conversion to other land uses. And
despite impressive strides toward establishing a comprehen-
sive policy, legal, and institutional framework for sustainable
management of natural resources, implementation has been

uneven.

Bilateral and multilateral donors have supported numerous
interventions aimed at improving natural resource manage-
ment and strengthening the capacity of domestic entities—
including the Department of Environment and Natural
Resources (DENR), local government units, nongovernmen-
tal organizations (NGOs), and local communities—to address
the top natural resource priorities. Though there have been
some successes, the overall outcomes of these initiatives have

not been satisfactory.

Better outcomes in natural resource management are impeded
by several factors:

& Unclear institutional mandates between local governments
and the DENR.

@ Insufficient financing at the national level and revenue gen-
eration at the local level to finance natural resource manage-
ment programs.

& Delays in issuing tenurial instruments.

1. For detailed information on the current state of and trends in
Philippine biodiversity, see Ong, Afuang, and Rosell-Ambal(2002).

® Administrative obstacles at the local level.

# Lack of accountability and transparency anﬂong public insti-
tutions and NGOs involved in delivering services to upland
communities.

@ Inadequate institutional capacity.

Together these factors point to systemic problems in natural re-
source governance that must be addressed if current and future
efforts to improve natural resource management are to succeed.
Governance is generally defined as”the rules under which power
is exercised in the management of a country’s resources, and
the relationships between the state and its citizens, civil society
and the private sector” (Brown and others 2002). For the pur-
poses of this report, natural resource governance is seen as hav-
ing three main dimensions: :

i Property rights—the allocation and enforcement of rights to
ownership, access, and control over natural resources, as de-
termined by policies and laws.

Institutions—the mandates, functions, and capacities of
government agencies in charge of managing natural re-
sources, the relationships ‘among these agencies and with
civil society organizationé, the processes for stakeholder par-
ticipation in decisionmaking, and the mechanisms for stake-
holders to hold government agencies accountable for their
performance.

# Financing—the processes for financing, budgeting, allocating,
spending, and accounting for the use of resources for natural
resource management.

This report assesses the extent to which problems with these
dimensions of governance explain failures in implementing natu-
ral resource management policies in the Philippines, particu-
larly for forestry and marine resources. Emphasis is placed on
local-level analysis, focusing on regions rich in natural resources
but suffering from widespread poverty. The essential question
that this report seeks to answer is, why are national policies and
procedures for natural resource management not working at the
provincial and municipal levels?
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Box 1.
TRENDS iN NATURAL RESOURCES IN THE PHILIPPINES &

The Philippine archipelago comprises more than 7,000 islands with a land area of 298,170 squar'e'kirlometers and a" coastline ‘of IBOOO .
kilometers. The two largest islands——Luzon in the north and Mindanao in the south—make up the majority of the: countrys land area, while' -
the Visayas is an extensive group of islands and islets in the central part of the archipelago. Much of the country is Rilly or mountainous, with... '
nearty three-fifths defined as upfands. In 2000 the country’s populatlon was 75 million, up from 36 million in -] 970. Much of the populatnon——~;
especially rural poor people—depends directly on'natural resources, At least 40 million people resnde in some IOOOO coastal barangays (The
smaliest political unit), and another 12-13 million live in ecologicatly ﬁaclle uplands. B . : ; :

Changes in status

In 1900, 70 percent of the country (21 million hectares) was covered by a rich mosaic of tropical fores'ts lncludmg extens:ve commerclally o
valuable dipteracarp forests. But by 1999 forests accounted forjust 18 percent (5 million hectares) of the countrys land area; with lessthan; ...
| million hectares of old-growth natural forests. A 1997 survey of Earth's frontier forests—natural forest areas. that are“relatnvely undusturbed e

and big enough to maintain all of their buodwemxty ‘~—concluded that there are no such forests left i in The Phlhpplnes (Bryant. Nellsen ‘and =
Tangley 1997).Moreover, the country is among the | | poorest of the 89 countries in the tropucs (Borlagdan Gunang. and P hm 200! see also
DENR and UNDP-2002). . o . K

Coral reefs have also suffered extensive degradation and face ongoing threats. Just 4 percent are in ex'cellent"cdndition (def ned'as havmg‘

more than 75 percent hard and soft coral cover), while 28 percent are in good condition (50-75 percent), 42 percent are in fair condition’
(25-50 percent),and 27 percent are in poor condition {less than 25 pergent) When only hard coral cover is consndered only 2 percent of the .
reefs are in excellent condttion (Licunan and Gomez 2000) tn addition, 70 percent of Philippine reefs a'e face hi - :
(BUI"I(E Sens and Spa’un’\g LOUL} : A

Coastal mangroves have not fared much betier, with their coverage falling from 450000 hectares m 191 20 '
138,000 hectares in 1993 (White and Cruz-Trinidad 1998), and 112400 hectares in. 1997 {DENR and UNDP 2002) What. remalns IS 95 o
percent secondary growth: most of the 5 percent that is primary or old growth is in Palawan (\Nhlte and- Cruz—Trlnldad 1998). '

Direct causes of degradatlon

Direct causes for the rapid degradatlon of ndtural resaurces and Ioss of biodiversity in the Phlhppmes lnclude. . ;
Qverexploitation of natural resources such as tlmber. mangroves wn”ldhfe and fisheries, somenme usnng destructlve and wasteful methods, =
(such as blast and poison fishing on coral reefs): : : T

B Conversion of natural ecosystems-—such as forests and mangroves—to other land uses, mcludmg subststence and cormmercial agrlculture :
and aquaculture. :

B Developrment of urban and industrial infrastructure, including roads, settlements, and mmlng and mdustnal facl es

B Pollution and sedimentation from urban and industrial centers and agricultural expansion. e

Indirect causes : k k : .
Dmect causes of resource degradatuon are driven by a complex structure of mdlrect causes, mcludnng

Limited availability of agricultural land for the fast-growing populatuon
Displacement and migration due to natural disasters and i |nsurgencxe_s
Skewed distribution of rights to land and natural resources.

De facto open-access tenure in many upland and coastal areas.
Insufficient government capacity to manage lands, waters, and natural resources under state }UHSdICtIOn a
An underfunded, incomplete system of protected areds, with many gaps in coverage of important ecosystems, :
Overlapping and conflicting laws and property rights for natural resources—particularly between con ervatlon b;ectlves and natural -
resource rights in-protected areas : g '
Overlapping institutional functions.and mandates. : :
Limited appreciation of and political support for natural resource conservation in govemment deCISIOﬂ making
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DECENTRAUZATION OF NATURAL RESOURCE MANAGEMENT
FUNCTIONS UNDER THE LoCAL GOVERNMENT CopEe OF 1991

’

Leve! of government:

" Function

National

Local

) Management of small Iocal hydroeler:tne bro;ects-*- S

Conservation, management, protection, development, and proper use of natural resources and promotion

of sustainable development
Management of. programs, projects, and activities funded by government agencies and foreign sources and

of items under. relevant executive orders and special laws, including the Agrarian Reform Program

Implementation and coordination of DENR policies, regulations, programs, projects and actlvmes

Enforcement of Forestry Laws related to community and social forestry projects

Management of communal forests with an ared of less than 5 000 hectares provuded they are used for

commuinity forestry projects. :
Management, protection, and rehabrlrtatlon of small watersheds that supply Iocal water (as |dent|f ed by the

i DENR) including extension and research servnces refated to water and soil use-and conservation projects

Establishment, protectuon and maintenance of tree parks; green beits;and other tourist ‘attractions in areas

-delineated by the DENR (except those covered by the national protected areas system) and’ collectlon of

fees for their services and the use of facilities established in them -
Regulation of flora outside protected areas and zmplememauon of Rehabthtatlon in Conserva*aon Hotspots

(RICH) and: Conservation of Rare and Endangered Species (CARE) activities in areas identtified by the DENR

i Implementatnon of land management agreements cadastral surveys lot surveys and isolated and special

surveys . .
Enfortement of smaJl-scale mumng Iaws : : e :
Issuance of permits and adjudication of conﬂ;cts over fees for coliectlon of guano and extractlon of sand

gravel, and other quarry rasolirces o

Issuance ‘of envmonmental comphance certificates for pmjects and busmesses
Irnplementatlon of solid waste’ dlsposal and other ‘énvironmental management systems and services -

“Adoption of adequate measures to protect the environment and conserve land, mineral, marine, forest and

other resources in their jurisdiction
Provision af necessary-financial technical, staffing, and other resources to ensure efficient, effective

implementation of devolved functions

similar to the National Integrated Protected Areas System

development in Palawan through conservation and careful use
and development of natural resources. A main focus is forest
conservation and protection, including a ban on commercial log-
ging. Key features of the plan include:

8 Developing a strategic environmental plan to guide local gov-
ernment units.
2 Establishing an Environmental Critical Areas Network—

(see below)—that controls development in ancestral and
other lands and in coastal and marine areas. The network is
widely used in land use planning.

Creating the Palawan Council for Sustainable Development
to review applications for environmental compliance certifi-
cates and land use plans and to conduct compliance moni-
toring for the DENR.




422 he Philippines’s policy and institutional framework
for natural resource management has undergone

sweeping changes since Ferdinand Marcos’s re-
gime was ousted in 1986. Government functions
have been decentralized. Numerous mechanisms have been
implemented to strengthen stakeholder participation in
decisionmaking. The role of NGOs has expanded. The rights
of indigenous peoples have been recognized. And a compre-
hensive national system of protected areas has been estab-
lished. In addition, a wide variety of new and restructured
institutions have been put in place to administer the new policy
and legal framework.

THE Poricy FRAMEWORK—
A suirT Towarp DECENTRALIZATION

In 1991 the Philippines introduced the Local Government

Code, among the most comprehensive decentralization poli-
cies undertaken by a developing country in the 1990s. This
“revolution in governance” devolved substantial powers, re-
sponsibilities, and resources from the national to local govern-

ments (Rood 1998). The country’s three tiers of local

government units consist of 78 provinces in the first tier, 83

cities and 1,537 municipalities in the second, and 41,939

barangays in the third. In addition, for administrative purposes

the country is divided into 16 regions that contain the.

deconcentrated regional offices of central departments and

agencies.

The Local Government Code devolved numerous aspects of
governance from the DENR to local government units—in-
cluding some natural resource management functions such
as community forest and communal watershed management,
law enforcement through the issuance of local ordinances,
and control over water within 15 kilometers of shore. The main
provisions of the code affecting natural resource management
are summarized in table 1. Despite the transfer of these func-
tions, the DENR is ultimately responsible for managing for-
est resources, and implementation of these functions by local

government units is subject to its supervision, control, and

review.” Moreover, in some areas responsibilities are blurred,
and there is a need to clarify and harmonize the roles of the
DENR and local governments. The DENR has taken steps to
this end by issuing several administrative orders and circulars
which help define roles and responsibilities for local govern-
ments in areas such as communal forests, community water-
sheds and reforestation areas. However, only 4 percent (895
employees) of DENR personnel were devolved to local gov-
ernment units—compared with the Department of Agricul-
ture, where nearly 60 percent were devolved. As a result most
Jocal governments have insufficient capacity to carry out the
decentralization mandate, and significant human resource
development is required to improve matters. Local govern-
ments face challenges in securing financing, have limited
capacity to deliver environmental services, and possess in-
complete information for monitoring environmental perfor-
mance. At the same time, it is important to have a strong core
agency, and the DENR should continue to be the main agency

for managing natural resources and take the lead in guiding

and assisting the decentralization of environmental and natu-

ral resource management.

In addition to the Local Government Code, the 1992 Strategic

Environment Plan for Palawan and the 1998 Indigenous Peoples
Rights Act are de facto measures further decentralizing natural
resource management in Palawan Province and territories con-

taining indigenous peoples,

The Strategic Environment Plan for Palawan created a unique
arrangement for environmental and natural resource manage-
ment. This was done largely because of Palawan's reputation as
the Philippines’s“last frontier” of untrammeled nature, and be-
cause of the perception that special measures were needed to
preventits ecosystems from experiencing the degradation com-
mon in other parts of the country. The plan promotes sustainable

2, Elaboration of the DENR functions devolved under the Local
Government Code can be found in DENR DAQ 92-30,“Guidelines tor
the Transfer and Implementation of DENR Functions Devolved to Lo-
cal Government Units.”



