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I. PROJECT DESCRIPTION 
 

A. Rationale 
 

1. The Comprehensive Agrarian Reform Law and its implementing framework were 
introduced in 1988 by the government to address the limitations of the previous programs that 
had been focused on land distribution, by incorporating a package of support services in land 
redistribution. The agrarian reform communities (ARCs) that were selected by the Agrarian 
Reform Communities Project (the project) 1 financed by the Asian Development Bank (ADB) 
were among the most disadvantaged communities in the Philippines, both in terms of income 
and living standards. This could be attributed to the lack of agriculture support services, rural 
infrastructure development, and policy reforms in the sector that could have complemented land 
distribution in the past. Although many beneficiaries had already received titles to their lands, 
their ARCs lacked farm-to-market roads, potable water, communal irrigations, post-harvest 
facilities, and ancillary support services. The government’s strategy for ARC development was 
meant to complement the land distribution activity. It involved comprehensive participatory 
bottom-up planning processes to identify the priority needs of agrarian reform beneficiaries 
(ARBs) and implement measures to meet their needs.  

                                                 
1
 ADB. 1998. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the 

Agrarian Reform Communities Project in the Philippines. Manila.  
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2. The project supported this strategy and sought to address rural poverty within ARCs and 
key constraints on agricultural production through the introduction of demand-driven, integrated 
area development. Following the enactment of the Local Government Code in 1991, the local 
governments were envisaged to play a key role in project implementation, with the national 
government agencies supporting them. 

 
B. Expected Impact 

 
3. The project’s envisaged impact was increased opportunities for improving the 
socioeconomic status of selected ARCs. Impact indicators and/or targets indicated in the design 
and monitoring framework (DMF) at both appraisal and project completion were: (i) household 
income raised from an average of P36,000 to P60,000 by 2003; (ii) depth of poverty reduced; 
(iii) farm and nonfarm employment increased by 40%; and (iv) access to potable water improved  
in 75 barangays.2  
 
4. About 28,000 households in 140 ARCs (from 984 ARCs nationwide) were to directly 
benefit from investments in agriculture and rural infrastructure. Some 200,000 people were to 
benefit from the improved road network. The incremental increase in farm income was 
estimated at 36%. About 17,000 person-years of incremental employment were to be 
generated.  

 
C. Objectives or Expected Outcomes 

 
5. The intended outcomes of the project, as indicated in the report and recommendation of 
the President (RRP) was the following: (i) increased and sustainable agricultural production and 
productivity in selected ARCs; (ii) agribusiness job opportunities; (iii) improved access to potable 
water (local government units [LGUs], nongovernment organizations [NGOs]); (iv) improved 
access to infrastructure; and (v) sustained ownership and support services by local 
stakeholders.  
 
6. Seven outcome performance indicators were also indicated: (i) yields of crops and/or 
livestock grown in ARCs raised by 15%; (ii) alternative farming systems and high-value crops 
introduced in at least 80 ARCs; (iii) assistance in management and credit to agri-based small 
enterprises provided in at least 80 ARCs; (iv) access to potable water improved by 60% in 75 
barangays; (v) transport and handling cost reduced by 30%; (vi) NGOs and/or people’s 
organizations active in all ARCs; and (vii) at least 70% of the LGUs and beneficiaries met their 
counterpart requirements and maintained the infrastructure.  
   
D. Components and Outputs  
 
7. The project had four components: (i) rural infrastructure improvement focusing on rural 
roads, community irrigation systems, and potable water supply; (ii) land survey for about 
100,000 hectares (ha) of public lands, including survey and distribution of alienable and 
disposable public lands to ARBs; (iii) ARC development that provided support to agricultural and 
rural enterprises; and (iv) capacity building and project management.  
 
 
 
 

                                                 
2
  Villages or subdistricts under a city or municipality. 
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E. Provision of Inputs 
 

8. At appraisal, the project cost was estimated at $168.9 million. The actual project cost at 
loan closing was $119.7 million or 29% lower than the appraisal estimate. The PCR3 attributed 
the lower overall project cost to (i) the depreciation of the Philippine peso against the dollar; (ii) 
the assumption that the remaining loan proceeds could not be fully utilized because of time 
constraints; and (iii) the reduced contribution of the Land Bank of the Philippines (LBP) (PCR, 
para. 20). At appraisal, the estimated contribution of Asian Development Bank (ADB) to project 
costs was $93.2 million or 55%, while that of government was $75.7 or 45%. At loan closing, 
ADB’s actual contribution was $72.6 million or 61%, while that of the government was $47.1 
million or 39% (PCR, Appendix 7). 
 
F. Implementation Arrangements 
 
9. The Department of Agrarian Reform (DAR) was the executing agency. The central 
project management office was established to undertake day-to-day operations. The 
implementing agencies were the LGUs, civil society organizations, and the private sector. Other 
government agencies involved were the Department of Agriculture, the Department of 
Environment and Natural Resources, Municipal Development Fund Office, LBP, and the 
government of the Autonomous Region of Muslim Mindanao. Area project offices were 
established in Luzon, Visayas, and Mindanao to support operations and LGUs in these areas.   

 
10. The loan covenants were realistic and relevant to the needs of the project. The PCR 
noted that there were no significant delays in complying with each covenant. The project did not 
envisage recruiting international consultants. National consultant inputs totaled 4,701 person-
months against the appraisal estimate of 4,212 person-months. Around 21 civil society 
organizations were recruited for community-managed investments. Infrastructure subprojects 
were relatively small and not attractive to international contactors. Hence, all contracts were 
awarded through national competitive bidding and/or implemented through force accounts 
following the government’s standard procedures, which were acceptable to ADB. The PCR 
rates the performance of consultants, contractors, and suppliers satisfactory. The services 
provided were generally satisfactory and work undertaken was finished properly (PCR, para. 
31). The project had no related technical assistance.  

 
II. EVALUATION OF PERFORMANCE AND RATINGS 

 
A. Relevance of Design and Formulation 

 
11. At a strategic level, the project was consistent with the government’s ARC development 
strategy, which aimed to address rural poverty in ARCs and key constraints affecting agricultural 
production.4 The project was also in line with ADB’s assistance program to the Philippines, 
which was to prioritize poverty reduction, social and rural development, and equitable growth. 
The PCR indicated that there were no major changes in the project design during 
implementation and rated the project relevant.   
 

                                                 
3
  ADB. 2009. Completion Report: Agrarian Reform Communities Project in the Philippines. Manila. 

4
  Government of the Philippines.1998. Philippine National Development Plan (1998–2005). Manila. 
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12. However, this validation noted the following design changes in project components: (i) 
cancelation of seven irrigation subprojects due to lack of LGU equity; (ii) revision of potable 
water supply design from public taps to indoor connections, which may have reduced poor 
households’ access to services due to additional installation cost and lack of technical capacity 
in some systems to serve all targeted households; and (iii) provision of concrete roads over 
gravel as originally envisaged. The latter affected the overall project portfolio since roads 
accounted for 57% of the total investment for the rural infrastructure component.  
 
13. Changes made during implementation, especially on rural infrastructure were 
appropriate and helped ensure that the project remained relevant. These changes in design and 
scope did not detract from the project’s overall relevance. However, a more thorough 
assessment of the government’s procedures and ability to generate counterpart funds, 
especially from LGUs, should have been done during appraisal. Eventually, most of the 
envisaged outputs were largely met during implementation as LGUs’ capacity to provide 
counterpart funding generally improved. Overall, this validation rates the project relevant.   
 
B. Effectiveness in Achieving Project Outcomes 

 
14. The PCR rated the project effective and this validation concurs. The project met or 
exceeded most of the targets set at appraisal. Irrigation facilities helped improve crop 
productivity in ARCs. Rice yields grew by 29%, higher than the 19% appraisal target. Alternative 
farming systems and high value crops were introduced to 165 ARCs, exceeding the target of 80 
ARCs. Management assistance to agri-based enterprises was also provided to these 165 
ARCs. However, the LBP was not able to provide the credit portfolio at a level intended for 
ARBs because ARC cooperatives and/or individual borrowers were not able to meet the LBP’s 
eligibility criteria. The project aimed to provide potable water supply to 75 barangays. At project 
completion, 195 barangays gained access to potable water, reducing water-fetching time from 
25.56 to 19.32 minutes per trip, or a 24% reduction.  
 
15. As regards the land survey, the project intended to finance the subdivision survey of 
about 100,000 ha and the distribution of land titles to individual beneficiaries. At project 
completion, the project completed the subdivision survey of 101,084 ha or 101% of the 
appraisal target. Land titles and/or patents were processed and distributed to 43,185 ARBs and 
farmer beneficiaries. Land titles covering 84,560 ha, or 85% of target were distributed. The PCR 
attributed the shortfall to limited counterpart funds for hiring personnel in the Department of 
Environment and Natural Resources and complex issues encountered in generating, 
documenting, and processing individual titles.  

 
The PCR reported that due to improvements in infrastructure, average transport cost per person 
per trip was reduced by 11%, while hauling costs was reduced by 14% for paddy, fruit, coconut, 
livestock, and fertilizer. Transport availability was increased for all types of vehicles, while trips 
increased by an average of 2 to 4 times daily. NGOs were contracted for community 
organization and development in the ARCs, and 97% of the LGUs were able to provide equity 
counterpart funds. However, only 45% of the LGUs with completed subprojects were able to 
comply with project operation and maintenance (O&M) requirements.  

 
C. Efficiency of Resources Use in Achieving Outputs and Outcomes 

 
16. There was a 3-year delay for completing disbursements mainly due to delays in 
counterpart funds (PCR, paras. 22–23). This resulted in slow implementation of rural 
infrastructure subprojects during 1999 to 2003 and the cancelation of 5 roads out of the targeted 
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365 access roads. In view of this, the physical targets were revised following a recommendation 
from an ADB review mission.5 Delays in the release of counterpart funds affected the project 
implementation schedule. There were also difficulties encountered in other project components 
that caused delays such as in preparing bid documents and contract awards for the land survey 
(PCR, para. 24). Actual closing of the project was 26 December 2007 instead of the original 
closing date of 31 December 2005.  
 
17. The project was economically viable at project completion. At project completion, the 
PCR estimated the economic internal rate of return (EIRR) at 19.6% compared to 24% at 
appraisal. The lower than appraisal estimate was mainly due to the decrease in the EIRR of the 
development support component although this rate was still higher than the 12% social 
opportunity cost of capital. Sensitivity analysis undertaken by the PCR showed that the project 
would remain viable with 10% increase in project cost and 10% decrease in benefit. The 
underlying assumptions for the computation of the EIRR are plausible and robust. Appendix 8 of 
the PCR shows the detailed financial and economic analysis. The PCR concluded that overall 
the project is efficient and this validation agrees. 

 
D. Preliminary Assessment of Sustainability 

 
18. The PCR rated the project likely sustainable. The project provided significant economic 
and social benefits to the targeted ARBs and ARCs. About 1,204 kilometers of farm-to-market 
roads were constructed; 6,791 ha of agricultural land were irrigated; and 98 units of potable 
water supply established. These investments helped improve household incomes and quality of 
life in the ARCs and are likely to benefit the ARBs beyond the project period. The government 
has set in place the necessary requirements and mechanisms to ensure operation and 
maintenance (O&M) for the subprojects. Among other things, these include LGU annual 
allocations for O&M of subprojects, periodic monitoring and rating of subprojects by provincial 
team of inspectors, and stipulations in agreements between and among the DAR, LGUs, and 
partner organizations. Subprojects have so far been adequately maintained with 78% rated 
“good” and 14% rated “fair”. In terms of the distribution of land titles, 85% of targeted lands were 
distributed, benefiting beneficiaries in the long term. Continued coordination of concerned 
agencies and stakeholders will likely sustain the services to ARBs in ARCs. This validation also 
rates the project likely sustainable. 
 
E. Impact 

 
19. The PCR estimated incomes in ARC households to have increased to an average of 
$2,231 compared to the 2001 baseline estimate of $1,323. This increment of 69% was higher 
than the appraisal target of 39%. While this indicates that the project contributed in increasing 
household incomes, such increase cannot be attributed solely to the project as there were other 
factors that could have influenced incomes in the ARCs. Without a control group for 
comparison, the positive change in incomes cannot be attributed fully to the project. 
Furthermore, the impact on employment was not estimated by the PCR. Household incomes of 
ARB farming families rose from P55,590 in 2001 to P93,702 at project completion. 
20. The PCR noted the positive institutional impact of the project on the government and 
participating institutions through provision of training and technical assistance. The project 
helped improve their operational systems and procedures by providing more user-oriented 
services. It also promoted business development through collaboration with the private sector. 
Overall, this validation concurs with the PCR’s rating of project impact as significant.  

                                                 
5
  ADB mission fielded on 31 August to 15 September 2004. 
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III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Performance of the Borrower and Executing Agency 
 
21. DAR was the executing agency for the project and the borrower’s representative for 
project administration. DAR was able to comply with the loan covenants and deliver most of the 
expected outputs and outcomes. It coordinated well with the implementing agencies in project 
planning, project management, and project components implementation. In the face of funding 
constraints in 2003–2005, DAR was able to make timely adjustments in the work program. The 
project was DAR’s first experience in implementing an ADB-financed project. Its extensive 
experience with similar aid-funded projects helped resolve implementation constraints and 
issues. Performance of the project was rated satisfactory during project implementation (PCR, 
Basic Data C.5). This validation concurs with the PCR’s satisfactory rating of the borrower and 
executing agency.  
 
B. Performance of the Asian Development Bank 
 
22. ADB’s performance is rated satisfactory. The 12 missions fielded during project 
implementation were effective in monitoring progress and in addressing implementation issues. 
ADB provided the government with the necessary assistance to ensure that the expected 
outputs and outcomes are realized. There were no major disagreements between ADB and the 
government regarding the loan agreement, procurement, and matters pertaining to 
implementation. This validation agrees with PCR’s satisfactory rating. 
 
C. Others 
 
23. No major resettlement issue and negative environmental impact was encountered during 
project implementation.  
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 

A. Overall Assessment and Ratings 
 
24. Overall, the project is rated successful by PCR and this validation concurs with it (see 
table). The project largely met the goal of increasing opportunities aimed at improving 
socioeconomic status in selected ARCs. Agricultural productivity was increased, alternative 
farming systems were introduced in ARCs, employment opportunities were expanded, access to 
potable water was improved, rural infrastructure increased availability of transport and reduced 
transport cost, and land was distributed to farmer beneficiaries. The income of farmers in 
selected ARCs increased and the quality of life of ARBs improved.  

 
Overall Ratings 

Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Relevance Relevant Relevant  

Effectiveness in achieving 

outcome 

Effective Effective  

Efficiency in achieving outcome 

and outputs 

Efficient Efficient  

Preliminary assessment of 

sustainability 

Likely 

sustainable 

Likely 

sustainable 
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Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Overall assessment Successful Successful  

Borrower and executing 

agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Impact  Significant Satisfactory  

Quality of PCR  Satisfactory  

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 

 
B. Lessons 
 
25. This validation agrees with the following lessons identified by the PCR: (i) the use of a 
clear and sound DMF to direct project implementation and coordination; (ii) promoting 
stakeholder participation and ownership in the project for greater probability of success; (iii) 
flexibility in specific investments to achieve intended outputs; (iv) importance of detailed 
feasibility studies of enterprises and agribusinesses to assure viability; (v) use of external 
sources of LGUs other than their regular allocations for equity on the subprojects; and (vi) 
unsuitability of ARC cooperatives in target areas for LBP lending due to pre-existing past due 
accounts or inability to meet LBP’s cooperative accreditation criteria.  

 
C. Recommendations 

 
26. This validation supports the PCR’s recommendations. Participation of LGUs in any 
envisaged follow-up project should not be limited to rural infrastructure and could also include 
rural enterprises, social capital formation, and capacity development in project management and 
procurement. Access to credit by farmers particularly those without bankable collateral need to 
be assessed and looked into. This suggests that institutional capacity of farmer cooperatives 
need to be strengthened. The recommendation to explore public–private partnership for various 
revenue-earning investments (e.g., harbors, slaughterhouses, processing companies, etc.) to 
boost economies of scale may be explored. Also, this validation agrees that the availability of 
counterpart funds to support project implementation should be carefully assessed to avoid 
delays in meeting targeted outputs.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 

A. Monitoring and Evaluation Design, Implementation, and Utilization 
 
27. The project benefit monitoring and evaluation system was developed and utilized 
following the design and monitoring framework. In general, data and information were available 
on time for decision making. The monitoring and evaluation system-generated data enabled 
adequate assessment of project achievements. Project reports were generated regularly.  
 
B. Comments on Project Completion Report Quality 
 
28. The PCR was clear, concise, and well written. It was consistent with the PCR Guidelines 
(Project Administration Instructions 6.07). Project design and monitoring framework (Appendix 
1) clearly showed actual performance in relation to targets. Assumptions used for reestimating 
the EIRRs were plausible. The ratings on project performance were adequately supported with 
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data and evidence. The lessons and recommendations were sound and drawn from the findings 
of the report.  
 
C. Data Sources for Validation 
 
29. Back-to-office reports, aide memoires, midterm evaluation report, minutes of the 
management review meeting, minutes of the interdepartmental meeting, PCR, and RRP.  
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
30. Since there is no significant deviation from the PCR, this validation is of the view that a 
project performance evaluation report may not be warranted.  
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