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Report Number : ICRR0020668

1. Project Data

Project ID Project Name 
P064925 PH-SUPPORT FOR STRATEGIC LOCAL DEV & INV

Country Practice Area(Lead) 
Philippines Social, Urban, Rural and Resilience Global Practice

L/C/TF Number(s) Closing Date (Original) Total Project Cost (USD)
IBRD-48330,TF-58154 30-Jun-2012 192,800,000.00

Bank Approval Date Closing Date (Actual)
29-Jun-2006 30-Apr-2016

IBRD/IDA (USD) Grants (USD)

Original Commitment 100,000,000.00 0.00

Revised Commitment 80,741,877.86 0.00

Actual 103,821,147.82 0.00

Prepared by Reviewed by ICR Review Coordinator Group
Victoria Alexeeva John R. Eriksson Christopher David Nelson IEGSD (Unit 4)

2. Project Objectives and Components

a. Objectives
According to the loan agreement dated October 3, 2006 (p.17) and the project appraisal document (PAD, 
p.6), the project development objective (PDO) was “to improve local public service provision and 
management by facilitating access by local government units to viable financing to implement strategic 
infrastructure investments”.

b. Were the project objectives/key associated outcome targets revised during implementation?
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Yes

Did the Board approve the revised objectives/key associated outcome targets?
No

c. Will a split evaluation be undertaken?
PHEVALUNDERTAKENLBL

No

d. Components
1. Subprojects for Infrastructure and Finance Improvement (appraisal estimate US$99 million; actual 
cost US$92.3 million). The component aimed to provide sub-loans to local government units (LGUs), public 
utilities and private sector participating institutions providing local infrastructure services, to support 
strategic local infrastructure and financial management improvements. Infrastructure sub-loans included 
financing for water supply, sanitation, drainage, solid waste disposal, housing and new site development, 
roads and bridges, markets, bus terminals and other income-generating projects. Sub-loans for financial 
management improvement were to support TA and equipment for revenue-generation, through improved 
real property and business tax operations, codification, updating of records, automation of tax 
assessments. Sub-loans could also support municipal enterprises, public service utilities for improving 
financial management and reporting.
 
2: LGU Capacity Building and Project Implementation Support (appraisal estimate US$9.75 million; 
actual cost US$2.6 million). The component sought to provide assistance to participating LGUs in sub-
project preparation and implementation, and to support the Land Bank of the Philippines (LBP) in the 
screening and evaluation of subprojects, strengthen its capacity to provide technical guidance and support 
to its subborrowers in subproject identification, preparation and implementation. Component funding was to 
be allocated to match grant resources that could be mobilized to support capacity building activities.

e. Comments on Project Cost, Financing, Borrower Contribution, and Dates
Project cost: Total actual project cost was US$91.9 million, 16% lower than the appraisal estimate of 
US$109 million.
 
Financing: This was a financial intermediary loan in the amount of Japanese Yen 11,710 million (US$100 
million equivalent) provided to the Land Bank of the Philippines (LBP) with the guarantee of the Republic 
of the Philippines. The loan was disbursed at US$83.9 million, and US$16.1 million designated for the 
Haiyan and Bohol reconstruction subprojects were cancelled for non-utilization. There was no co-
financing.
 
Borrower commitment: The Borrower, LBP, contributed an estimated US$8 million; this amount would 
be higher if the LBP resources and staff time for implementation and supervision, and the local 
government units’ land and staff time, were included. The appraisal estimate was US$9 million.
 
Dates: The project closing date was extended three times by about four years from the original project 
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closing date of June 30, 2012 to April 30, 2016. The first extension from June 30, 2012 to February 28, 
2014 was to complete the ongoing sub-projects and utilize project cost savings generated by favorable 
peso/yen exchange rate.  The second one was an interim closing date extension from February 28, 2014 
to April 30, 2014 to process project restructuring after two major natural disasters that hit the Philippines in 
the last quarter of 2013: Bohol earthquake and Typhoon Haiyan (Yolanda). Following these catastrophes, 
the Government of the Philippines (GOP) identified the project as a vehicle of quick response to 
rehabilitation and reconstruction needs of the disaster-affected areas. The third and final project extension 
was from April 30, 2014 to April 30, 2016 to reallocate US$9.4 million of uncommitted loan proceeds at 
the request of the national government to support reconstruction and rehabilitation of the areas affected 
by Typhoon Haiyan and Bohol earthquake of October 15, 2013. During the 2014 restructuring, the key 
performance indicators were revised. The two other project restructurings were (i) on December 15, 2010 
to increase the threshold for commercial practices, and (ii) on November 27, 2015 to revert to the original 
financing plan and cancel US$16.07 million in savings; the results framework was revised by dropping the 
indicators related to the reconstruction activities.

3. Relevance of Objectives & Design

a. Relevance of Objectives

Despite the increase in local revenue authority under the 1991 Local Government Code that devolved 
extensive powers to local government units (LGUs), the LGU own source revenue mobilization remained low 
and covered one-third of LGU expenditures on average at appraisal. Internal revenue allotment or 
unconditional transfer financed the majority of LGU expenditures, private sector financing to LGUs was 
limited, and LGU borrowing still represented a small share of LGU spending. Government financial 
institutions that provided credit finance for LGUs also faced difficulties in financing LGUs with low revenues 
that limited their capacity to borrow as well as their capacity to plan and execute investment projects. In this 
context, GOP requested the World Bank to assist LGUs in carrying out their mandate to improve service 
delivery and build capacity to manage such services.
 
The project development objectives were aligned with the GOP’s Medium Term Philippine Development Plan 
2005-2010 (MTPDP) that laid out the agenda for poverty reduction, good governance, and efficient delivery 
of basic services. The objectives remain relevant to the new Philippine Development Plan 2017-2022 that 
promotes infrastructure development.
 
The PDO remained relevant to the Bank’s country strategies for the Philippines throughout the project 
implementation (2006-2008, 2010-2012) and closure (2015-2018). These country strategies highlight better 
public service delivery, strengthened good governance, including improved LGU performance for more 
effective service delivery.

Rating Revised Rating
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High ---

b. Relevance of Design

The statement of the project development objectives was clear, and the project’s activities were appropriate to 
meet the PDO. The first component provided financing for infrastructure investments to improve access to 
local services and support revenue generation while the second component provided technical assistance 
(TA) that could ensure that these investments were adequately prepared, implemented, operated and 
maintained. While the project’s logical chain was sound with respect to improving the provision of local public 
services, it was less so with respect to management. The project results framework suggested that the 
‘management’ aspect of the PDO was meant to improve the overall LGU management and not just the 
management of project services. The outcome of increase in proportion of infrastructure investment to total 
expenditure among participating LGUs was not directly supported by the project activities. The results 
framework was subsequently adjusted during the second half of project implementation period to better reflect 
the causal chain between the project interventions, its expected outcomes and the PDO.
 
The project’s framework approach was relevant to its objectives given the varying needs of the LGUs and its 
design provided flexibility to LGUs to choose subprojects most needed by their constituents. It aimed at 
supporting local government finance by introducing more commercially based lending for creditworthy LGUs 
and public utilities operating within those local governments. Project design took into account the wide 
institutional reach of the Land Bank of the Philippines (LBP) to implement a nationwide investment operation. 
With numerous branches nationwide, LBP was well structured to reach to a large number of LGUs, despite its 
limited technical capacity. The LBP was the largest player with a 75% share in the credit finance market for 
LGUs that was provided mostly by government financial institutions that also included the Development Bank 
of the Philippines and the Municipal Development Fund Office in the Department of Finance.
 

Rating Revised Rating
Substantial ---

4. Achievement of Objectives (Efficacy)

PHEFFICACYTBL

Objective 1
Objective
To improve local public service provision by facilitating access by local government units to viable financing 
to implement strategic infrastructure investments.

Rationale
Outputs
75 subprojects of construction, upgrading or rehabilitation of local infrastructure were completed, surpassing 
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the target of 70 subprojects. The majority of sub-projects comprised water supply systems (US$21.54 
million, 23% of loan), public markets and bus terminals (US$21.2 million, 23% of loan), and multi-purpose 
sports complexes (US$21.08 million, 23% of loan). Other investments included roads (4% of the loan); 
sanitary landfills (6% of the loan); drainage (2% of the loan); slaughterhouses (1% of the loan); and three 
sub-projects to improve shoreline protection, memorial park, and construct a government center.
                

•  Water supply. Under the project, piped water systems were constructed, upgraded or rehabilitated in 23 
LGUs, with the potential of making 61,000 new service connections by their design year. 14,280 new 
service connections were provided as of 2015. Around 170,495 water consumers (existing and new) now 
have 24/7 piped water supply and an additional 87,060 consumers have improved service.

                                       
•  Public markets and bus terminals. Fourteen public markets (estimated additional 53,000 m2), five 
public markets with bus terminals and one stand-alone bus terminal were constructed or rehabilitated. The 
facilities resulted in 1,952 additional rentable spaces for business owners and 742 parking spaces for 
public transportation.

                                       
•  Multi-purpose sports complexes. Four multi-purpose sports complexes were constructed which cater 
to sports, cultural performances, business/professional, religious and civic conventions, educational 
activities, and tourism. These sports complexes have a total seating capacity of 24,908.

                            
Outcome
The number of direct beneficiaries of the project was double that of the target set for this sub-objective. The 
original target was “at least 100,000 HH” or about 500,000 people. The target was later revised to 1 million 
beneficiaries (200,000 HH). At closing, the number of people with improved public services was estimated at 
over 2 million, about half of which were female. Some LGUs had more than one subproject financed under 
the project, and to avoid double counting, the subproject with a higher number of beneficiaries for an LGU 
was considered. The following benefits were cited by the ICR with respect to the investments:
                

•  A total of 257,555 people have closer proximity to improved water sources, with time savings ranging 
from 30 minutes to five hours per day. These time savings accrue mostly to women who would have 
usually fetched water from deep wells or private water stations.
•  An estimated 702,000 consumers/public transport passengers benefit from cleaner, safer, more 
convenient and better organized public markets and/or public terminals, with public toilets and parking. 
The beneficiary survey of two sample project-supported public markets (Camiling, Tarlac and Sta. Rita, 
Ilocos Sur) reveals that consumers and tenants benefited from improved services such as cleanliness, 
order, comfort, and the availability of parking spaces.
•  Around 333,000 spectators and participants benefit from the multi-purpose sports complexes, with an 
average of 61 events held per year. The beneficiary survey for Dipolog Sports Complex reveals there are 
two major benefits that can be attributed to the construction of the facility: (a) an increase in land values 
from PhP 500 to PhP 2,000 per m2 in four barangays around the vicinity of the sports complex, and (b) 
additional income from expenditures of spectators or participants from other provinces or cities that attend 
regional or national annual events held within the facility.
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Rating
Substantial

PHREVDELTBL

PHEFFICACYTBL

Objective 2
Objective
To improve local public service management.

Rationale
A split rating is not used to assess the achievement of this sub- objective as the original outcome indicator 
that was dropped is not attributable to the project.   
Outputs
                

•  51 ordinances were enacted by participating LGUs governing the management of their assets, 
exceeding the target of 40 ordinances by 27%. Ordinances are the cornerstone of better management of 
local service delivery as they contain legal provisions for the collection of fees or user charges, the 
structure of these fees, the organizational set-up and the appointment of dedicated staff. LBP included the 
enactment of a local ordinance as a subproject requirement for operating and maintaining the project-
financed assets or facilities. The enactment or approval of the local ordinance was considered a pre-
requisite for actual completion and commissioning of the facility.

                                       
•  A total of 479 LGU and LBP staff were trained on various topics including O&M and project sustainability 
(the target was 415). Capacity building activities were carried out to strengthen the institutional capacity of 
the participating LGUs and LBP lending centers in project preparation, procurement, construction 
supervision, and M&E.

                            
 
Outcome
Local public service management was improved through enactment of ordinances that resulted in generation 
of revenues for O&M through fees and charges that are set by ordinances. A sample of revenue-generating 
subprojects (where information was available) reveals that over the past three years the sub-projects are 
financially sustainable (see Table 1 below).
 
Table 1. Revenue as percentage of O&M cost, averages for 2013-15
Sample subrojects Revenue/O&M costs
Water Projects  
Bolinao, Pangasinan 432%
Palompon, Leyte 108%
Panandigan, Catanduanes 328%
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Iligan City, Lanao del Norte 203%
Sports Complex  
Dipolog, Zamboanga del Norte 134%
Public Market  
Sta. Cruz, Ilocos Sur 437%

 
Bolinao has expanded the water services to other barangays through a loan from LBP. Ordinances also 
formally designated a unit (and staff) responsible for management and O&M of the facility. This ensured 
accountability in the operation of the supported local service and allowed capacity building activities to be 
focused on and specifically designed for the designated staff.

Rating
Substantial

PHREVDELTBL

PHREVISEDTBL

5. Efficiency

As this was a financial intermediary operation that supported on-lending to LGUs for a broad range of 
municipal infrastructure projects that were not identified, the PAD suggested that cost-effectiveness or least-
cost analysis be applied on the desirability of subprojects as a means of achieving the objective in an efficient 
manner (PAD, Annex 9). At closure, a cost-benefit analysis and cost-effectiveness were carried out for a 
sample of subprojects under Component 1. 19 sample subprojects were analyzed, representing about 40% of 
the total value of project loan portfolio, or 32% of the total number of subprojects (excluding heavy equipment 
subprojects).
 
Cost-benefit analysis. A sample of piped water supply subprojects and a multi-purpose sports complex 
generated an average positive economic internal rate of return of 17% and a net present value of PhP95.53 
million on average. The benefits from water projects included time savings and additional water consumption, 
and the increase in land values and average expenditures of domestic travelers from a multi-purpose sports 
complex that also caters to conventions and other social events (ICR, Annex 3).
 
Cost-effectiveness. For public markets and public markets with bus terminals, a cost-effectiveness analysis 
was undertaken by comparing construction costs of project and non-project public markets funded through 
national government programs and public-private partnership. Unit costs in terms of per square meter and per 
capita of the sample subprojects are reported comparable to non-project public markets.
 
Financial analysis. At appraisal, the PAD carried out a financial assessment of the financial intermediary – 
LBP and local government units (PAD, Annex 9).  At closure, the analysis focused on assessing whether 
revenues collected could cover O&M costs. A sample of revenue-generating subprojects shows that the 
subprojects are financially self-sustaining and revenues are exceeding O&M costs.
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Administrative and operational efficiency. The project closing was extended by about four years. At the 
time of the original closing date, the project had achieved 96% of its target number of beneficiaries (around 
960,000 of one million). There were delays in implementation of the project activities, however more 
additional subprojects were completed by project closure resulting in an additional one million beneficiaries. 
The project cost per beneficiary is lower at the final closing date (PhP2,372) compared to the original closing 
date (PhP4,401).
 

Efficiency Rating
Substantial

a. If available, enter the Economic Rate of Return (ERR) and/or Financial Rate of Return (FRR) at appraisal 
and the re-estimated value at evaluation:

Rate Available? Point value (%) *Coverage/Scope (%)

Appraisal 0 0
Not Applicable

ICR Estimate 0 0
Not Applicable

* Refers to percent of total project cost for which ERR/FRR was calculated.

6. Outcome

Relevance of objectives is rated high and that of design is substantial. This was a financial intermediary 
operation, and through the provision of financing to local government units for implementing strategic 
infrastructure investments, the project substantially achieved its development objective of improving both the 
provision and management of local public services. Efficiency is assessed as substantial due to satisfactory ex-
post economic rates of return and cost effectiveness, albeit delays, including restructurings to respond to natural 
disasters in the Philippines.  

a. Outcome Rating
Satisfactory

7. Rationale for Risk to Development Outcome Rating

                
•  Financial/O&M. Most sub-projects financed under the project are financially sustainable. LGUs allocate 
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annual budget support to operate these services but they were encouraged through ordinances to impose 
proper tariffs to sustain these operations. LBP as a financial intermediary is bound to continuously monitor 
the activities it has financed.  There is a risk, however, of political commitment to maintain subprojects that is 
affected by political conditions in the LGUs, LGU capacity, and the commitment by LBP to continuously 
monitor the subprojects. While enacting LGU ordinances was a prerequisite for funding subprojects, the 
implementation of important provisions is still subject to local political preferences. Tariff setting for water and 
rental rates for public markets remains political.
•  LGU capacity for O&M. While the project carried out training activities for participating LGUs on project 
sustainability, capacity of LGUs is generally weak, and LBP should support LGUs in obtaining assistance to 
continue improving O&M capacity.
•  Completion and operation of landfills. Two subprojects require continued monitoring by LBP to ensure 
they function properly. LBP committed to monitor their compliance with technical and safeguards 
requirements.
•  Risk of Natural Disasters. The assets financed under the project are at risk of being damaged by natural 
disasters. Typhoon Haiyan damaged seven subprojects (out of 13) in the provinces of Eastern Samar and 
Leyte. The subprojects that were affected included four water supply systems, one set of shoreline protection 
works, one public market with bus terminal and one public market/multipurpose building. Except for the 
Basey shoreline protection subproject which was greatly damaged, the other subproject suffered minor 
damage and were repaired immediately.

                            

a. Risk to Development Outcome Rating
Substantial

8. Assessment of Bank Performance

a. Quality-at-Entry
Project design was based on an in-depth analysis of the demand for improved urban services and 
infrastructure, institutional context, and framework for local government financing at project inception, 
including the Bank’s accumulated knowledge and experience from its long-term engagement in this sector. 
The design was informed by lessons from previous Bank-supported municipal operations, including the 
following ones a) the LGUs had varying needs and priorities, therefore the project was designed as 'open 
menu' to give LGUs more choices and greater autonomy in determining their priority projects; b) local public 
services were not solely provided by LGUs, but also by local public utilities and private sector participating 
institutions, which were made eligible entities under the project; and c) LGUs had limited technical capacity to 
prepare and implement subprojects, therefore project design targeted capacity-building.
 
There were moderate shortcomings in project preparation that included:
                

•  Unrealistic expectation of mobilizing grant funding for capacity building that resulted in reduced training. 
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The Bank recognized the capacity and funding constraints in subproject preparation and mobilized 
resources to address some of these gaps, in particular, the need to match LBP loans with grants for 
capacity building. There was a built-in budget but LBP preferred that loan resources were not used for this 
purpose. In response, the Bank tried to mobilize resources, but the amount raised fell short of the Bank’s 
initial expectation of grant funds availability.
•  Underestimation of risks related to LGUs dropping out of the program. During implementation, many 
subprojects in the original pipeline were not funded by the project for several reasons that included 
changes in mayors in LGUs, availability of alternative funding (including grants), and perceived delays in 
LBP processing. More measures could have been put in place to mitigate the risk of LGUs dropping out 
risk of the program.
•  The Bank could have anticipated future movements in the capital market, including changes in the 
interest regime and their impact on the long-term demand for different financial products available to LGUs. 
Changes in market conditions affected the competitiveness of the project, and coupled with additional GOP 
requirements for securing loans, eventually led some subprojects to fall out of the pipeline during the first 
project extension period.
•  There were some weaknesses in the result framework and M&E design indicators that were either not 
relevant or were insufficient to capture PDO achievements. These were subsequently corrected.  

                            

Quality-at-Entry Rating
Moderately Satisfactory

b. Quality of supervision
The task team conducted regular supervision missions, in addition to being readily available in the Manila 
office. This enabled the team to stay in tune with reality on the ground, conduct 'just-in-time' meetings and 
missions, and recommend critical actions to help the client address major issues. The key technical specialists 
who formed the core of the team remained in place for the entire duration of the project.
The field- based task team was effective in helping LBP resolve critical implementation bottlenecks. For 
example, in the case of a sanitary landfill subproject, the team organized a series of meetings between the 
General Santos LGU and the private contractor to address implementation delays that were due to changes in 
the mayor and the local council members, and lack of knowledge and understanding by the LGU of the design-
build-operate (DBO) process. The Bank was responsive to the government request in urgent need of carrying 
out reconstruction after catastrophes in 2013 by restructuring the project in early 2014 to support emergency 
reconstruction.
Project performance was realistically rated. The project rating was downgraded to problem status twice. The 
mid-term review (MTR) issues raised in 2009 included the lack of progress in implementation of the capacity-
building component and poor performance of the project implementation consultant. No grant funding was 
mobilized for the capacity building component during the first half of the project, therefore no training took 
place. The capacity-building component showed progress after the mid-term review when LBP responded 
to the Bank requests by requiring the project implementation consultant (PIC) to mobilize a new team leader 
and hire additional consultants, thus intensifying review of technical designs and onsite support to LGUs. The 
team also recognized the need for extra capacity building funds and mobilized grants worth US$145,177 to 
support project supervision. The completion of the M&E manual and management information systems (MIS) 
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was, however, delayed, and the team addressed shortcomings in M&E design only in 2014.
 
 
 
 

Quality of Supervision Rating 
Moderately Satisfactory

Overall Bank Performance Rating
Moderately Satisfactory

9. Assessment of Borrower Performance

a. Government Performance
Government. The support to the project was strong on the part of the government, in particular at design 
stage. There was a continuous dialogue among the Bank, the government and LBP on LGU finance issues. 
During implementation, the oversight agencies participated in joint field supervision visits for some 
subprojects to better understand the implementation conditions in the field. There was willingness to 
reconsider government procedures that slowed down LGU subproject processing, including the Monetary 
Board agreement to allow LBP to disburse to LGUs while the prerequisite municipal council resolutions 
were being sought by LGUs. In 2013/2014, the government, especially the oversight agencies, made an 
earnest effort to use all available mechanisms to mobilize support from development partners for 
reconstruction under post-disaster conditions, and the proposal to use this project as a platform was 
supported by the Bank and LBP. However, the financing arrangement that was put forward, i.e., highly 
concessional funding through the intermediary operation, using largely government budget, proved difficult 
to execute due to domestic regulatory constraints.
 
LGUs. The participating local government units (LGUs) generally had weak capacity, particularly in 
subproject preparation and implementation, including construction supervision, and contract management. 
Implementation was also affected by LGU procurement activities (some LGUs insisted on following the 
government procedures that required more steps compared to the agreed procurement procedures in the 
operations manual), and prolonged decision-making on whether to continue with subproject implementation 
(as in the case of the landfill subprojects). At project, there was an ongoing case of right-of-way acquisition 
in one subproject, and one landfill subproject was incomplete.
 

Government Performance Rating
Moderately Satisfactory

b. Implementing Agency Performance
The Land Bank of the Philippines (LBP) implemented the project. LPB was fully committed to the project at 
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design stage and throughout project implementation. It had to double its efforts in assisting LGUs to 
prepare proposals, bid documents and help them in procurement activities after the initial pipeline of 
subprojects prepared with a Policy Human Resource and Development (PHRD) grant funding did not result 
in the proponent LGUs enrolling under the project. LBP ensured adequate documentation of 
subprojects and consistently deployed staff to carry out field work to LGUs that encountered 
implementation difficulties. LBP proactively sought solutions to address implementation bottlenecks, 
bringing to the Bank's attention issues involving critical safeguards and technical issues as they arose.
 
LBP could have achieved better implementation performance if it were more decisive in dealing with a 
poorly performing project implementation consultant (PIC). While LBP allowed the consultant firm to 
complete its contract, it made the firm change key personnel who were not providing the required amount 
and quality of support to LBP and LGUs. Overall, LBP implemented the project in accordance with the 
operations manual and complied with the Bank’s fiduciary and safeguards policies, despite the challenges 
of having poor consultant support in the context of weak LGU capacity.

Implementing Agency Performance Rating 
Moderately Satisfactory

Overall Borrower Performance Rating 
Moderately Satisfactory

10. M&E Design, Implementation, & Utilization

a. M&E Design
The original M&E design was simple and included two outcome indicators, i.e., number of beneficiaries 
(households), and increase in proportion of capital expenditures to total expenditures. The former was not 
sufficient to capture the PDO achievements, and the latter did not fully measure improved management and 
was not attributable to the project. It was subsequently revised to "number of ordinances enacted by 
participating LGUs to operate infrastructure facilities under the project." The ordinances pertained to tariff-
setting and establishing O&M arrangements for revenue-generating facilities. Quantifying targets and baselines 
at appraisal was not possible, as subprojects were financed on a demand-driven basis.
 
There were some weaknesses in the intermediate indicators. For example, the indicator “at least 50 
subprojects completed" did not define the type and extent of services to be improved. The other one on "non-
performing loan of LBP's LGU portfolio remains low" (below 2%) was not relevant as the components did not 
contain technical assistance to affect this. Other indicators (such as length of roads and number public markets, 
slaughterhouses, drainage systems completed) measured the intended outputs.

b. M&E Implementation
Early implementation mostly focused on measuring the construction outputs, mostly resulting from the poor 
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quality of PIC support in monitoring the project. M&E was initially fragmented and inadequate in flagging 
issues in a timely manner. In response, the PMO increased the frequency of field monitoring, documented 
issues, and provided updates on the ground. Following the mid-term review in 2009, the Bank team improved 
the data collection methodology and the M&E system.
 
The M&E manual and MIS became operational only in June 2012 --five years after effectiveness. The M&E 
system eventually consolidated all reporting, providing basic information on the subprojects, including 
disbursements, safeguards and procurement status. Despite these long delays, the PMO carried out 
monitoring that focused on addressing technical issues facing subprojects and generating date on project 
outcomes. The M&E manual provided adequate guidance in rectifying the measurement of the project's 
performance vis-à-vis the indicators. Based on the utilization of the M&E manual, the weaknesses in the 
results framework were addressed in April 2014, seven years after effectiveness but just two years before 
project closure in April 2016.
 

c. M&E Utilization
Despite shortcomings and delays in its establishment, the M&E system including the MIS was useful as it 
was utilized to a) inform LBP management of the status of the project; b) provide inputs to the Bank’s 
supervision mission reports; c) assist in subproject completion report preparation; and d) produce semi-
annual progress reports for the Bank. The MIS was particularly useful as it facilitated reporting progress 
while in the field. However, the MIS developed used a freeware which the LBP IT unit believed could 
compromise the security of the internal IT system of LBP. As such, it was only utilized for this project. 
Overall, the MIS served as a template for monitoring various other LBP programs or projects.
 

M&E Quality Rating
Substantial

11. Other Issues

a. Safeguards
The project was classified as Financial Intermediary (FI) under an environmental screening category. It 
triggered the following safeguard policies at appraisal: Environment Assessment (OPIBPIGP 4.01), 
Involuntary Resettlement (OPIBP 4.12), Natural Habitats (OPIBP 4.04), and Cultural Property (OPN 1 1.03). 
Two additional policies -Indigenous Peoples OP.4.20 and Safety of Dams OP 4.37- were triggered during 
the 2014 restructuring.
 As this was a financial intermediary operation, an Integrated Environment and Social Safeguards 
Framework (IESSF) was drawn up and disclosed (March 9, 2006 in DC, May 10, 2006, Manila) by GOP 
before appraisal. The ICR (p.12) reports that the project complied satisfactorily with Bank safeguards 
policies throughout implementation.
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Involuntary resettlement. Land acquisition of 534,423 m2 was necessary for 25 subprojects and was 
carried out through voluntary donations. One subproject (Iligan water supply) involved expropriation. For 
subprojects whose land was acquired through donation, the feedback obtained from affected land owners 
through face to face interviews by the Bank was generally positive: they were willing to donate as they 
anticipated increased land values as a result of the subproject. In two cases where relocation was required, 
the 236 affected families reported generous compensation packages and were satisfied with their relocation 
sites. For the Iligan water supply, the expropriation case was brought to the regional trial court and the local 
government already deposited payment for the land. The Bank concluded that the process complied with 
Bank policy but noted that the case would remain unresolved for some time after project closing. LBP 
committed to monitoring the expropriation case until it is resolved by the court and agreed to submit 
quarterly monitoring reports to the Bank until the case is satisfactorily closed (ICR, p.12).
 
Implementation of two landfill subprojects involved the dislocation of 291 waste-pickers at open dumpsites 
(not located in the project landfill sites) that eventually were closed due to the operation of two new sanitary 
landfills. In the case of the General Santos landfill, there were 251 affected waste-pickers. The LGU 
requested the United Nations Industrial Development Organization (UNIDO) to provide part of the funding 
for infrastructure to close the dumpsite and for the livelihood restoration plan. The 40 waste-pickers working 
in the Ozamis open dump were planned to be re-skilled by a program designed by the city government in 
partnership with private sector partners. LBP is monitoring the programs that both LGUs committed to 
implement to assist the affected waste pickers.

b. Fiduciary Compliance
Financial management. The early FM issues included delayed LGU provision of counterpart funding and 
inadequate documentation of LGU expenditures and payments to contractors that resulted in delayed 
disbursements. The PMO addressed this effectively as the implementation progressed. The project was 
audited by the Commission on Audit (COA), the Philippines’ Supreme Audit Institution. The audit of COA is 
considered acceptable to the Bank. All audit reports for the project, although received with delays, received 
unqualified (clean) audit opinions from the external auditor. The ICR (p.13) reports that the project complied 
with the Bank’s fiduciary policies satisfactorily.
 
Procurement. There were delays in procurement due to a) low capacity; b) confusion on which rules or 
procedures should apply to LGU subprojects (e.g. in the Iligan water supply project, under which procurement 
was contested in court by a losing bidder contending that procurement by LGUs was not covered by the Bank-
GoP covenants on procurement; the court case progressed to a stage that reached the Supreme Court); c) 
change in political leaders that affected the timely authorization of contracts (as was the case of Iligan, General 
Santos, Cantillan, Sta. Rita) and d) failed bidding (Iligan). The initial procurement issues included incorrect 
filings, contract forms not harmonized with bidding documents and slow claims processing for completed 
works. The Bank declared one instance of misprocurement (Iligan) due to a lapse in following the procedures. 
Procurement experience significantly improved after the MTR when the PMO carried out procurement 
orientation for all LGUs and provided continuous technical support.
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c. Unintended impacts (Positive or Negative)
---

d. Other
---

12. Ratings

Ratings ICR IEG Reason for 
Disagreements/Comment

Outcome Satisfactory Satisfactory ---
Risk to Development 
Outcome Modest Substantial Significant risk categories 

entail substantial risk.

Bank Performance Moderately 
Satisfactory

Moderately 
Satisfactory ---

Borrower Performance Moderately 
Satisfactory

Moderately 
Satisfactory ---

Quality of ICR High ---

Note
When insufficient information is provided by the Bank for IEG to arrive at a clear rating, IEG will downgrade the 
relevant ratings as warranted beginning July 1, 2006.
The "Reason for Disagreement/Comments" column could cross-reference other sections of the ICR Review, as 
appropriate.

13. Lessons

Three lessons were selected by IEG from a longer list provided in the ICR, with some adaptation of the 
language:
 
                

•  A highly volatile local political environment may have far reaching and disruptive effects during 
project implementation that should be fully understood and factored in design in order to mitigate the 
impact. In the Philippines, local elections take place every three years and usually result in changes in local 
administration as well as in composition of the local council. In turn, these changes often result in a) lack of 
support to LGU loan proposals formally submitted by the previous leaders; b) another review by the new 
council of the proposal; c) inadequate support of O&M of completed subprojects. Possible measures include 
considering fully the 3-year political cycle in project design; providing incentives for LGUs to sustain support 
for the subprojects already in the pipeline of an LGU finance program, and streamlining and simplifying 
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national government requirements on LGU borrowing.
                            
 
                

•  Pricing of sub-loans is critical to timely implementation of financial intermediary operations 
supported by the Bank. It should be transparent, flexible, and market driven. Special care is necessary 
during the design stage particularly in assessing competitiveness of pass--on rates vis-à-vis other credit 
financing available to LGUs. In an environment where LGUs have more competitive options, direct lending 
might not be suitable for financial intermediation to LGUs.

                            
 
                

•  Municipal ordinances entail political processes (as they involve local councils with elected 
members) and can therefore be time consuming, however they are invaluable to improving 
sustainability and ensuring adequate O&M of local services. Design can include technical assistance in 
formulation of such ordinances, in facilitating the dialogue necessary to reach broad support to the proposed 
ordinance, and in implementation of the ordinance.

                            
 
 

14. Assessment Recommended?

No

15. Comments on Quality of ICR

The ICR is analytical, outcome-oriented, and internally consistent. Its evidence is robust, drawing from a 
variety of data sources. The report is candid in providing a comprehensive overview of the project preparation 
and implementation experience. There is an adequate level of detail covering the issues that affected project 
implementation. The ICR provides a solid analysis of the M&E design, implementation and utilization, 
including revisions in the indicators covered in a separate annex. The lessons are based on evidence and 
analysis. The overall quality of the ICR is assessed as exemplary and rated high.   

a. Quality of ICR Rating
High


