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I. PROJECT  DESCRIPTION 

A. Rationale 
 
1. The Development of Poor Urban Communities Sector Project (the project) 1  was 
conceived in 2001. At that time, the Philippines continued to urbanize rapidly. Over half of its 
population resided in urban areas, and this proportion was expected to reach 60% by 2010 if the 
trends continue. Housing and land markets had not kept pace with rapid urban growth. 
Consequently, shelter was not affordable for the poor—more than 40% of urban families lived in 
makeshift dwellings in informal settlements. 
 
2. Official data indicated that only about 20% of the 7.5 million urban households fell below 
the poverty income line (P13,915 per capita per year as of 2001). The poverty income line alone 
did not capture the dire situation of informal settlers. The urban poor lacked access to (i) 

                                                
1
  ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Development Bank of the Philippines for the Development of Poor Urban Communities 
Sector Project. Manila. 
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affordable, tenured, and serviced land; (ii) appropriate housing; (iii) shelter financing; (iv) 
targeted and sustainable subsidies; and (v) means to provide their own shelter. All of these 
problems required sustainable solutions.  
 
B. Expected Impact 

 
3. The project was expected to reduce urban poverty and improve the quality of life for the 
urban poor in the Philippines.  
 
C. Objectives or Expected Outcomes 
 
4. The purpose of the project was to put in place systems that provide affordable housing 
and serviced land for the poor by (i) improving the access of low income urban families to 
tenured, serviced plots and providing opportunities for upgraded and new housing; (ii) providing 
appropriate finance for shelter and livelihood development; (iii) strengthening low-income 
communities and local government unit (LGU) support for such communities; and (iv) mobilizing 
communities and LGUs to participate in shelter provision and finance parts of the project. The 
project addressed the underlying weaknesses in the present subsidy policy and institutional 
environment that contribute to widespread urban poverty, to the vulnerability of the poor, and 
their exclusion from mainstream society.  
 
D. Components and Outputs  
 
5. The project was designed in the following three parts.  
 
6.  For part A, new and existing sites were to be developed to provide affordable secure 
tenure and infrastructure services for urban families in the lowest five income deciles. About 
20,000 households were expected to gain access to land tenure with basic infrastructure and 
services. Upon completion, only about 2,017 households2 gained such access. The project’s 
assumption that LGUs would invest in housing projects for the urban poor appeared to be very 
optimistic. In 2007, the government instructed public housing finance agencies to lower interest 
rates for social housing to 6%, i.e., below market rates. The low cost of housing finance through 
alternative mechanisms, such as the Home Development Mutual Fund (HDMF), acted as a 
disincentive to LGU borrowing. However, subproject development through private investors was 
reasonably successful, but was not fully utilized due to its relatively late introduction within the 
project’s implementation period.  
 
7.  For part B, shelter-financing mechanisms were to be established through microfinance 
institutions (MFIs) and other qualifying intermediaries. The Development Bank of the Philippines 
(DBP) established shelter financing and microcredit facilities for beneficiaries to support 
financing for (i) serviced plots and house improvements, (ii) housing loans, and (iii) 
microenterprise credit facilities. The project delivered (through microfinance institutions) 10,929 
enterprise loans out of the target 10,000 loans, 8,023 home improvement loans out of the target 
2,300 loans, and 11 housing loans (for the construction of complete units) out of the target 
12,000 loans. The number of beneficiaries for part B for the microenterprise and home 
improvement loans exceeded targets, except for the loan component for new housing 
construction.  
 

                                                
2
  According to the PCR, 1,603 housing units and 414 buildable plots were delivered outside the National Capital 

Region to urban poor families. 



3 

 

8. Part C aimed to provide capacity building and implementation support to improve 
decentralized shelter delivery. DBP and the Housing and Urban Development Coordinating 
Council (HUDCC) undertook capacity building and project implementation support programs for 
communities and LGUs to strengthen the decentralized shelter delivery mechanism. Around 
1,479 persons participated in training events. Topics covered at the national level included 
project design and management, housing finance, land management, and shelter planning. At 
the regional level, the project designed and conducted workshops focusing on housing 
microfinance, participatory community action planning, slum upgrading and new site 
development for the poor, subproject development and implementation, environmental impact 
assessment, and city shelter strategies. The project was also able to contribute to several 
innovations, which covered (i) housing microfinance for home improvements, (ii) the 
homeowners’ association (HOA) lending modality, (iii) the nongovernment organization (NGO) 
lending modality, and (iv) LGU–private sector partnerships.  
 
E. Provision of Inputs 
 
9. Total planned capital investment is $48.8 million (Table 1). 
 

Table 1: Investment by Project Component 
Cost Component Cost  

($ million) 

 
A. Site Development and Tenure Distribution 

 
18.5 

1. Site Upgrading 7.3 

2. New Sites 11.2 

B. Shelter Finance for Low Income Communities 22.3 

3. Microfinance for Home Improvements  1.1 

4. Microfinance for Small Enterprises 6.1 

5. Housing Loans for Shelter 15.1 

C. Capacity Building and Implementation Support 6.3 

6. Sector Strengthening and Implementation Support 1.3 

7. Local Government Unit Financial Strengthening for Shelter Provision 5.0 

Interest during Construction 1.8 

Total 48.8 

Source: ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan 
and Technical Assistance Grant to the Development Bank of the Philippines for the Development of Poor 
Urban Communities Sector Project. 

 
 
10. Table 2 is a summary of the financing plan. The actual cost of the project was $25.60 
million, of which ADB financed $17.79 million. This is 58% of the estimated ADB financing plan 
($30.5 million). The funding from ADB was used to fund civil works and microfinance loans.  
 

Table 2: Financing Plan 
Source Cost  

($ million) 

ADB 30.5 

Grant Cofinancing 1.3 

Finnish Concessional Cofinancing 5.0 

Government 3.5 

Development Bank of the Philippines and Microfinance Institutions, etc. 1.1 

Local Government Units 6.3 
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Source Cost  
($ million) 

Beneficiaries 1.1 

Total 48.8 
ADB = Asian Development Bank. 
Source: ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan 
and Technical Assistance Grant to the Development Bank of the Philippines for the Development of Poor Urban 
Communities Sector Project. 

 
 

F. Implementation Arrangements  
 

1. Project Management 
 
11. DBP was the executing agency for parts A and B. For part C, the HUDCC was the 
executing agency for the sector strengthening activities, while DBP was the executing agency 
for activities related to project implementation support. The HUDCC established a project 
management office (PMO) and designated a full-time project manager to undertake the 
technical and administrative aspects of strengthening the decentralized shelter delivery 
framework. DBP also established a PMO to (i) promote the project to the targeted end 
beneficiaries, (ii) assist LGUs, MFIs, and other proponents in subproject development and 
implementation, (iii) evaluate the technical, financial and economic, social, and environmental 
viability of proposed subprojects, (iv) supervise and monitor the project, and (v) establish the 
project performance monitoring system (PPMS). An interagency project steering committee 
(PSC), chaired by HUDCC, was formed to provide policy guidance, implement policy reforms, 
and give overall direction. Committee members included representatives from the Department 
of Finance, DBP, Home Guaranty Corporation, National Economic Development Authority, and 
other appropriate agencies and stakeholders. The PSC oversaw project implementation in 
conformity with the project’s development objectives and scope, and assisted in coordinating 
government agencies involved in project implementation and policy reforms. The project 
management secretariat, comprising HUDCC and DBP personnel, constituted the PSC 
technical working group. It was tasked to ensure project implementation activities and was 
efficiently coordinated. 
 
12. A team of consultants assisted the PMO in project implementation and capacity building. 
Each participating LGU or other project proponents set up a subproject implementation unit 
(SPIU). For LGUs, the SPIU was attached to the city or municipal planning and development 
office or its housing board. A representative of the local housing board, supported by leaders of 
the local community organizations or NGOs, headed the SPIU. It was responsible for 
implementing the subproject components in coordination with DBP’s PMO. The SPIU was 
assisted by a team of local consultants in (i) preparing community action plans, detailed 
engineering designs, community contracting or local bidding arrangements, and bid documents; 
(ii) evaluating bids; (iii) awarding and supervising construction contracts; and (iv) exercising 
quality control strategies and schemes. 
 

2. Implementation Period 
 
13. The project was implemented from 2003 to 2009. A nationwide advocacy program (a 
component of part C), and organizational arrangements among the executing agencies, LGUs, 
NGOs, and communities, complemented parts A and B. Part C had two components, the first of 
which engaged consultants for sector strengthening and project implementation support. 



5 

 

Capacity building was implemented throughout the project, although much of it was 
concentrated in the early stages. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation  
 
14. The project completion report (PCR)3 rated the project relevant. PCR noted that the 
project was designed in accordance with the government’s poverty reduction and shelter 
strategies through decentralized investment projects and the country strategy of the Asian 
Development Bank (ADB) at the time of appraisal. These approaches helped to improve the 
capacity of key players such as LGUs, NGOs, and other community organizations to implement 
housing projects. It has also strengthened the HUDCC and DBP in helping to cope with the 
country’s ever-increasing housing need. 
 
15. The design of the project reflected lessons from JFPR-funded projects, 4  which 
highlighted the importance of participation in project design and implementation, and were 
instrumental in developing community action plans as the main tool for subproject preparation 
under part A. The project’s sector loan modality proved relevant, and allowed the executing 
agency to switch between LGU-driven, private sector-led, and NGO-initiated subprojects, and 
initiate sector-wide innovations. The project has experimented with various housing project 
initiatives under part A covering LGU-driven housing schemes, private sector-driven schemes, 
and NGO-driven subprojects. This validation concurs with the PCR rating and rates the project 
as relevant. 
 
B. Effectiveness in Achieving Project Outcomes  
 
16. The PCR rating for the project is less effective. For parts A and B, the project outcomes 
achieved was less than 50% of target during appraisal. But for part C, the project has 
successfully delivered, through the central bank’s approval of the Housing Microfinance Product 
Manual, the appropriate policy reforms that laid the groundwork for poor or low-income 
households to access shelter financing, particularly through housing microfinance. The intended 
project outcome—to develop sustainable systems for providing affordable shelter and services 
for the poor—has partly been achieved through the introduction of housing microfinance in the 
Philippines. Based on the low fund utilization and the low outcomes, the PCR rated the project 
as less effective. This validation concurs with the PCR and rates the project as less than 
effective. 
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

 
17. The PCR rated the project less efficient, quoting negative financial internal rates of 
return (FIRR) for three subprojects and the lower-than-estimated economic benefits for all the 
subprojects, both under project part A. The economic evaluation (PCR Appendix 13), 
recalculated following ADB guidelines, shows that those implemented five subprojects under 
part A have economic internal rates of return (EIRRs) higher than the economic opportunity cost 

                                                
3
  ADB. 2011. Completion Report: Development of Poor Urban Communities Sector Project in the Philippines. 

Manila. 
4
  Japan Fund for Poverty Reduction (JFPR) projects include the following: (i) Supporting the Off-Site and Off-City 

Relocation of Vulnerable Slum Communities of Muntinlupa City Project, and (ii) Supporting the On-Site Integrated 
Urban Upgrading for Vulnerable Slum Communities of Payatas Project both approved in 2000.   



6 

 

of capital. The recalculated EIRRs ranged from 14.8% to 19.3%. Although these results are 
much lower than the EIRRs estimated during project appraisal, which ranged from 21.0% to 
40.5%, they exceed the 12.0% level of the EIRR required for the project to be rated efficient. 
The negative FIRRs are not relevant for the project efficiency rating. 
 
18. Under part B, the FIRR for two microfinance subprojects—Alalay sa Kaunlaran (ASK) 
and Enterprise Bank—are confirmed as financially robust. ASK had an FIRR of 8.08% and 
Enterprise Bank had 6.87%. The short-term nature, low-capital input, and high-product turnover 
of the microfinance activities made the investment return robust. 
 
19. There were substantial delays in implementing parts A and B of the project due partly to 
the lengthy processing schedule. However, in the end, there were no loan extensions and the 
project was completed as scheduled. Given this and the resulting EIRRs form those 
implemented subprojects, which are higher than the 12% cut-off rate, this validation upgrades 
the project rating to efficient. 
 
D. Preliminary Assessment of Sustainability  
 
20. The PCR rated the project likely sustainable. One of the major long-term objectives of 
the project was to contribute to establishing a sustainable, market-based system for the delivery 
of housing finance to meet the borrowing needs of low- and middle-income households. Part A 
of the project has significantly contributed to establishing an LGU–private sector partnership 
modality that other projects can replicate. As the implementing agency for the credit portion of 
the project, DBP has also included the project in its medium-and long-term development plans. 
DBP’s continuing involvement with the project after its closure, through its second-generation 
funds, is a good indication of sustainability. The capacity building training received by the 
communities included estate management planning, which assists members in formulating 
activities related to the maintenance of communities.  
 
21. The estate management plan outlines rules, regulations, responsibilities, restrictions, 
penalties, and other obligations related to the management and maintenance of their 
communities. This also includes members’ commitment to make regular financial contributions 
toward maintaining their communities. Private sector-initiated projects, however, assign an 
onsite estate manager to initially oversee management of the housing projects while community 
members are forming homeowners associations (HOA). Elected leaders of formed HOAs are 
trained to formulate and implement their own estate management plans. This validation concurs 
with the PCR and rates the project as likely sustainable. 
 
E. Impact  

 
22. According to the PCR, the overarching goal of the project was to reduce urban poverty. 
This was partly accomplished. The PCR points out that the level of urban poverty in the 
Philippines was reduced to 14.3% in 2006, but provided no baseline data. Furthermore, the 
PCR did not indicate a target poverty reduction rate (for the affected groups), so it is difficult to 
conclude whether it has in fact achieved its objective. Also, under part A, the poverty focus of 
the project was not fully achieved. Both the LGU and private sector modalities were not suited to 
reach the families working and living in the informal sector. Instead, these modalities reached 
low-paid formal sector employees and workers eligible for government support for socialized 
housing. Under part B, however, the poverty focus of the project has clearly been achieved. The 
approval by the Bangko Sentral ng Pilipinas of the housing microfinance and the accompanying 
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product manual in 19 March 2008 through Memorandum Circular M-2008 paved the way for a 
shelter-financing focus on poor households. It lays down the policy framework for pro-poor 
housing microfinance and the acceptance of rights-based secure tenure instruments as useful 
collateral substitutes in transactions with financial institutions such as banks. However, no MFIs 
or other financing institutions have accepted the proposed collateral substitutes. 
 
23. Participatory subproject planning under part A contributed to positive gender impacts for 
both women and men. Improved homes and residential environments contribute positively to the 
life of families and help to enhance their economic productivity.  
 
24. This validation rates the project impact as moderate.  
 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 
 
25. The PCR rated DBP’s performance as satisfactory. DBP replaced the entire project team 
after about 3 years, resulting in discontinuity and wasted institutional effort. However, the 
second DBP team showed an increased commitment to the project. DBP’s capacity to 
implement the project was limited by its small outreach to LGUs (only about 120 of 
approximately 1,600 LGUs were DBP customers). In addition, DBP’s outreach to the MFIs has 
also been rather limited, with few MFIs accredited by DBP. An additional weakness was in the 
operationalization of the PPMS under which DBP relied excessively on TA consultant support. 
The DBP central team and its regional branches (local marketing centers) often found it difficult 
to give ongoing assistance to LGUs and other possible subproject proponents. 
 
26. The PCR rated the performance of the HUDCC satisfactory. The HUDCC was very 
supportive during the preparation of subprojects and in liaison with LGUs (part A), and capacity 
development activities (part C). However, it failed to fully control the implementation of the 
PPMS. The HUDCC was able to use the TA consultants to further its policy agenda, particularly 
the promotion of the Housing Microfinance Manual of the central bank. The HUDCC found it 
difficult to provide continuous assistance to LGUs and other possible subproject proponents. 
Considering the above facts that both agencies had difficulties to follow through their support, 
this validation rates the performance of DBP and HUDCC as less than satisfactory.  
 
B. Performance of the Asian Development Bank 

27. The PCR rated ADB’s performance as satisfactory. ADB closely supervised the project 
preparation process, and helped guide the direction of the project, including the private sector 
lending modality under part A and the introduction of the supplementary e-tools activities. ADB 
fielded joint project review missions between ADB, DBP, HUDCC, and the National Economic 
Development Authority twice per year to monitor project progress. The review missions provided 
an opportunity to address subproject implementation issues and allowed ADB to provide 
insights into overall project progress. In general, ADB promptly and positively responded to DBP 
requests. However, in 2009, DBP made a request for project extension, but ADB did not agree 
as it did not expect that an extension would lead to substantial increases in loan disbursement. 
This validation concurs with the PCR and rates ADB’s performance as satisfactory. 
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C. Others  
 
28. The PCR did not mention any safeguard, gender, governance issues affecting the 
project. 

 
IV.  OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

 
A. Overall Assessment and Ratings 
 
29. Overall, the PCR rated the project partly successful. It was relevant, less effective, less 
efficient, likely sustainable, and borrower and/or executing agency and ADB performance were 
satisfactory. This validation concurs with the criteria ratings on relevance, effectiveness, and 
sustainability. However, the validation upgraded the rating on efficiency to efficient. Therefore, 
the overall assessment of the project was upgraded to successful (Table 3).  
 

Table 3: Overall Ratings 
 

Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Relevance Relevant Relevant  

Effectiveness in 
achieving outcome 

Less effective Less than 
effective 

 

Efficiency in achieving 
outcome and outputs 

Less efficient Efficient The resulting EIRRs are higher than 
12% cut-off rate. The project was 
completed as scheduled (para. 21). 

Preliminary assessment 
of sustainability 

Likely Likely 
 

Overall assessment Partly successful Successful  Based on criteria ratings. 

Borrower and executing 
agency 

Satisfactory Less than 
satisfactory 

Both executing agencies had 
difficulties to follow through their 
support (para. 29).  

Performance of ADB Satisfactory Satisfactory  

Impact No rating Moderate Refer to paras. 25–27. 

Quality of PCR  Satisfactory See Section V.B. 
ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation 
Department, PCR = project completion report. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 

uses this terminology for its own rating categories to improve clarity. 

Source: ADB Independent Evaluation Department. 

B. Lessons 
 

30. This validation agrees with all the PCR lessons identified and would like to emphasize 
the following:  
 

(i) LGU-driven projects are important and strategic for targeting the urban poor. LGUs could 
have played a crucial role in provision of land, particularly land that the President of the 
Philippines has proclaimed for social housing purposes. HDMF lending needed to open 
up to LGU-initiated socialized housing projects, even if they were for non-HDMF 
members. To serve the urban poor, LGUs needed to innovate and provide guarantee 
funds (guaranteed by the IRA] or other forms of collateral) for HDMF lending operations 
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to the urban poor. In addition, implementation of socialized housing projects needed to 
make use of MFI collection practices. 
 

(ii) Private developers needed to be given incentives to allocate part of their housing 
projects to the urban poor. The private sector modality could have worked out if 
established in tandem with a take-out mechanism from HDMF. 

 
C. Recommendations 
 
31. This validation agrees with all the PCR recommendations and would like to emphasize 
the following: 
 

(i) Clarify the role of LGUs in housing programs for the urban poor. LGUs have an 
important role to play in provision of land, and in forging cooperation with private 
developers. 
 

(ii) Reform of the HDMF is required to allow for a more broad-based housing program for 
the urban poor, one that is financially guaranteed by the LGUs and implemented in 
tandem with MFIs to ensure collection of housing loan payments. 

 
(iii) The capacity of the private sector to deliver socialized housing should be harnessed by 

forging cooperation and partnerships between private sector builders or landowners, 
LGUs, and NGOs in preparation of joint public–private partnership housing projects. 

 
(iv) Encourage broader MFI engagement in housing through broadening of the MFI 

customer base, and enrolment of clients beyond their traditional client base. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Evaluation Design, Implementation, and Utilization 
 
32. The TA consultants undertook an innovative effort to develop a web-based PPMS. 
Unfortunately, the PPMS did not serve the intended purpose as it was significantly delayed, and 
data management by the executing and implementing agencies was not given the necessary 
attention. 
 
B. Comments on Project Completion Report Quality 
 
33. The PCR quality is assessed to be satisfactory based on its quality and completeness of 
evidence, consistency with PCR guidelines and relevant IED guidelines, and plausibility of 
assumptions underlying economic and financial analyses, and assumptions on project 
sustainability. 
 
C. Data Sources for Validation 
 
34. This PCR validation refers to the following reports and documents: 

(i) PCR, report and recommendation of the President, loan agreement; 
(ii) minutes of management review meetings; 
(iii) TA monthly summary reports; and 
(iv) other IED evaluation reports, including PCR reviews. 
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D. Recommendation for Independent Evaluation Department Follow-Up 

 
35. None. 
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