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I. HIGHLIGHTS 

 
1. Objectives and Scope. In 1988 the Bank introduced a new policy of lending for rehabilitation 
after disasters. The Infrastructure Restoration Project was the Bank's first under the new policy 
and was intended to help the Philippines cope with the aftereffects of a series of unusually severe 
typhoons. The aim was to promptly restore damaged schools, flood control structures, ports and 
roads which were essential to local communities or economies. The loan funded the selection, 
design, and implementation of a range of small-scale rehabilitation civil works under an emergency 
sector loan approach. 
 
2. Cost, Financing, and Schedule. The Bank provided a loan from its Special Fund resources of 
SDR14.72 million ($20 million equivalent) towards a total Project cost of $25 million, including a $5 
million component in Government funds. The actual Project cost amounted to $27.08 million 
equivalent with Bank financing of $20.23 million. The slight increment of the Bank loan was due to 
the depreciation of the US dollar against the Special Drawing Rights (SDR). Implementation of the 
Project took 34 months longer than expected because of delay in completing detailed design and 
the expansion of the scope of the Project. 
 
3. Implementation. The Project was implemented to a Department of Public Works and Highways 
(DPWH) technical standard which was accepted by the Bank. The Project included more 
subprojects than had originally been expected. As the Loan Agreement did not bind the 
Government's fiscal agencies responsible for budgetary allocations to adhere to the emergency 
schedule, their procedures for fund release had to be followed by DPWH and this slowed 
construction. The quality of work completed was generally satisfactory but reflected the larger 
number of subprojects and a shortage of engineering skills among implementing staff. Completed 
structures generally just met DPWH minimum service-life standard. The Bank's objective of 
restoring structures to conditions which would minimize the risk of future typhoon damage was not 
fully achieved. 
 
4. Institutional Aspects. The organizational and coordination arrangements adopted were 
adhered to and generally benefited the Project. The creation of a project inspectorate (Pl) of 
consultants was useful and justified its funding from the loan amount. The lack of an interagency 
steering body to oversee implementation as an emergency project, however, exposed the Project 
to major delays. 
 
5. Environmental Aspects. Lack of post-construction maintenance and casual use of some flood 
control structures as garbage dumps poses a public health hazard; no other significant 
environmental impacts were observed. However, the Project experience illustrated that the 
growing threat of floods and landslides to coastal communities in central Philippines continues 
because of deforestation of nearby uplands. The Government should have a long-term plan to 
promote afforestation and watershed protection. 
 
6. Cost/Benefit Assessment. A survey of selected subprojects confirmed that the Project was 
socially and economically beneficial. The 53 surveyed subproject clusters showed economic rates 
of return (EIRR) ranging from negative to 75 percent. The (Project cost) weighted average of the 
rates of all surveyed subprojects approximates 23 percent. Although no rates of return were 
calculated at appraisal or completion, this bears out the Project justification at appraisal. The 
Project is economically viable. 
 
 7. Overall Performance and Sustainability. The Project helped to restore essential physical 
facilities damaged by typhoons, thereby enabling the affected communities to maintain normal 
levels of economic and social activities in the aftermath of the calamities. Most subprojects 



performed well at postevaluation, generating a relatively high level of socioeconomic benefits. The 
Project is rated generally successful However, there is an urgent need to improve the maintenance 
of the restored structures to ensure the sustainability of the Project.  
 
8. Feedback. Speed of implementation is essential to the success of rehabilitation projects after 
disasters. The Project experience illustrates the disruptive potential of interagency coordination 
lags in the Philippines. While not all problems can be foreseen at appraisal, such emergency 
projects require the agreement of all lead agencies involved to the emergency implementation 
schedule and, as the case may be, an interagency steering body to ensure adherence to this 
commitment. Further, even where the Bank (in the interest of an effective crisis response) 
delegates its normal operational control functions to the executing agency and its advisors 
(consultants), the Bank must retain final controls. The Project indicates that it is essential for the 
Bank to remain actively involved in the determination of requisite skills, the selection process of 
advisors and, on a random basis, the supervision of subproject design. The monitoring and 
intervention rights of the Bank during implementation should be stressed in the Loan Aqreement. 
 

II. BACKGROUND 

 

A. Rationale 

 
9. In late 1980, many of the Bank's developing member countries experienced natural disasters 
that often caused great hardship and economic disruption, with governments being ill-prepared to 
deal with such events. To supplement existing forms of emergency assistance which aim at relief 
and are grant-funded, the Bank introduced in 1988 a loan facility for rehabilitation projects after 
disasters. 
 
10. The Philippines is situated in an active geotectonic zone and a major tropical cyclone belt, 
hence it is prone to natural calamities. Because of the country's geography, settlement patterns 
and a lack of infrastructure, such events have disruptive effects on livelihood activities of mostly 
rural communities. 
 
11. In 1987 and 1988, severe typhoons occurred in the Philippines requiring disaster relief and 
rehabilitation measures in Southern Luzon, Eastern Visayas, and Mindoro. Damage to 
infrastructure in coastal zones was especially heavy, prompting emergency assistance from 
bilateral donors. The Bank could not respond promptly to a Government request for assistance in 
1987 as a bankable project had to be prepared, based on approved policy. This was done in late 
1988 when a further similar calamity occurred. The Bank therefore addressed the aftereffects of 
several storms1 with a single loan and project proposal, the Infrastructure Restoration Project. 
 
 

                                                           
1 The storms were named Sisanq, Unsanq, and Urinq. 
 



B. Formulation 

 

12. The Project was an emergency sector loan with specific subprojects to be chosen and 
designed during implementation. To assist DPWH, the Executing Agency, a special Pl staffed with 
15 consultants was established; this was funded from the loan. There was no project preparatory 
technical assistance as this would have delayed the Project. 

 

C. Objectives and Scope at Appraisal 

 
13. The Project had twin objectives: (i) to support an economy then emerging from a prolonged 
political crisis and economic stagnation, and (ii) to help rural communities concerned to quickly 
overcome the threat to their livelihood from the destruction of local infrastructure. 
 
14. The Project was part of a larger Government rehabilitation program. At inception, a 
Government field survey had identified 250 eligible core subprojects representing school buildings, 
and civil works for roads, bridges, ports, wharves, and flood control structures in need of 
rehabilitation or strengthening, as well as associated consulting services. These were to be 
augmented by additional subprojects during Project implementation. 
 

D. Financing Arrangements 

 
15. The Bank loan of $20 million was from the Bank's Special Funds resources with a service 
charge of 1 percent per annum, 10 years' grace period, and 35 years maturity. The loan was to 
finance the entire foreign exchange component of the Project amounting to $11.6 million, and $8.4 
million equivalent in local expenditures. Total Project cost as appraised was $25 million equivalent 
including $5 million equivalent in Philippine Government funds. The Borrower was the Republic of 
the Philippines. 
 

E. Completion 

 
16. The Loan Agreement between the Bank and the Borrower was signed in February 1989 and 
became effective in April 1989. At appraisal, the Project was expected to be completed within a 
period of 18 months by 30 September 1990. However, after three extensions, the Project was 
completed in June 1993 and the loan account closed in August 1993. A Project Completion Report 
(PCR) prepared by the Bank in October 1993 discussed the design, scope, and implementation 
aspects of the Project and provided further information. However, it made only a sketchy 
assessment of Project benefits. 
 

F. Postevaluation 

 
17. This Project Performance Audit Report (PPAR) focuses on pertinent aspects of the Project and 
presents the findings of a Postevaluation Mission, which held discussions with officials of DPWH 
and Government agencies concerned, and visited selected Project sites during October 1995. The 



PPAR assesses the Project's effectiveness in terms of achieving its objectives and generating 
benefits; it also deals with other important issues related to Project design and results. 
 
 18. The PPAR is based on a review of the PCR, the Report and Recommendation of the 
President (RRP), material in Bank files, and on discussions with staff members of the Bank, the 
Executing Agency and other agencies of the Borrower. A major source of information was a 
Bank-financed socioeconomic study, prepared by a team of consultants during May-October 1995, 
which surveyed the Project and reported on its status and performance.2 Details of the Survey are 
provided in Appendix 1. Copies of the draft PPAR were provided to the Borrower, the Executing 
Agency and Bank staff concerned for review. Their comments were taken into consideration in 
finalizing the Report.  
   

 III. IMPLEMENTATION PERFORMANCE  

   

A. Design  

 
 19. The selection of subprojects3 including sites was more difficult than expected. As new 
cyclone occurred in the Project regions during Project implementation and the original cut-off date 
(March 1991) was extended; subproject identification continued well into 1993. The role of Pl as 
mediator between DPWH, its regional/district offices, and the Bank benefited the Project; it clearly 
strengthened the selection process and the quality of projects.4 
 
20. Technical design of subprojects presented a challenge. As existing design guidelines of 
DPWH (traditionally a road agency) were not suited for instant repair of small shore protection 
structures or portworks, Pl formulated design standards for the Project (October 1989). These 
were used for detailed design and construction plans of subprojects by DPWH regional and district 
offices before review by the local consultants, and approval by the Chief of the Bureau of 
Maintenance (BOM), who was also the Project Director. As design could not be preceded by field 
surveys, subprojects were often built to assumed rather than site-specific loads. As a result, the 
Project generally restored structures to their pre-disaster strength rather than to conditions 
whereby the risk of future typhoon damage would be minimized. 
 
21. The key design feature of the Project was procedural. To complete the Project within 18 
months, procedures phased-in design with Bank approval, bidding, civil works, and disbursement, 
to reduce coordination and Bank appraisal requirements. To supplement its in-
                                                           
2 TA No. 2287-PHI: Socioeconomic Survey for the Infrastructure Restoration Project, for $50,000, approved on 12 
January 1995. The Survey covered roads, flood control structures, and ports. School buildings were excluded from the 
Survey for various reasons. Available records indicated that most subprojects for rehabilitation and furnishing of school 
buildings were fairly simple and straighfforward and were completed more efficiently compared to subprojects of other 
facilities. In addition, while information on the use of school buildings could be obtained from secondary sources, the 
operational data on roads, ports, and flood control facilities were scanty. Since there were a large number of small 
subprojects (486) which were scattered over a wide area in each of the four targeted regions, the inclusion of school 
buildings subprojects in the Survey would entail high cost on one hand and, on the other hand, limit the sample size of 
subprojects for roads and bridges, tert,ary ports and wharves, and flood control facilities. Given the small TA amount, the 
exclusion of school buildings permitted the Survey to cover significantly large samples of subprojects for roads and 
bridges, tertiary ports and wharves, and flood control structures. 
 
3 Including their identification, screening/evaluation, inspection and approval/rejection, and involving DPWH and Pl at 
national, regional, and district levels, as well as Local Government Units (LGUs) and the Bank. 
 
4 Project choices were endorsed by the Bank based on recommendations from the consultants. The selection process of 
subprojects is generally undocumented in Bank or DPWH files. 
 



house capabilities, DPWH established the PI consisting of consultants operating under its 
directions. This arrangement was effective and fully justified, though it could not prevent the delays 
that occurred. 
 
 
 

B. Contracting, Construction, and Commissioning 

 
22. All bidding was governed by reduced DPWH procedures. These involved public sealed bidding 
(limited to three prequalified bidders later in the Project) with bids opened in the presence of the 
bidders' representative and with the lowest complying bid awarded contract by the Regional 
Director, DPWH. To attract local bidders, contracts were packaged combining subprojects that 
were complementary or very small. Altogether, 364 contract packages (741 subprojects) were 
bidded out. 
 
23. Construction work was carried out under Government implementation rules (Presidential 
Decree [PD] 1594). A field team of (three) Pl local consultants was assigned to each region to 
work with the DPWH Regional Project Manager. Because of the heavy workload due to the large 
number of subprojects, the consultants played a major role in subproject identification, 
construction management, and engineering supervision as well as coordination and monitoring, 
jointly with DPWH regional staff. Inspections at first and final billings by the Commission on Audit 
were also held. In general, supervision and monitoring during construction were adequate. 
 
24. Commissioning of subprojects followed DPWH procedures involving the Commission on Audit. 
Based on successful testing and a recommendation by the DPWH Project Engineer, the DPWH 
Regional Director approves commissioning and awards a certificate of acceptance. This procedure 
has been generally followed. 
 

C. Organization and Management 

 
25. The Project was implemented mainly by BOM relying for subproject design, site selection, and 
construction supervision on its regional and district offices. From the loan and under the Loan 
Agreement, BOM organized the Pl and recruited its personnel to act as implementation advisors. 
Pl functioned under a Coordinating Consultant (foreign) who served as complementary staff to 
BOM and reported to the Director, BOM. He directed the work of the local consultants and 
assigned roles as necessary.5 As budgeting and counterpart funding bodies, the Department of 
Finance (DOF) and BOM were also involved in implementation of the Project. Except for a limited 
role in the screening and approval of subprojects and indirect supervision through progress 
reports, the Bank's involvement in implementation was minor.6 
 
26. This arrangement has, on the whole, served the Project well. Cooperation among BOM, Pl, 
and DPWH regional offices was close; the consultants were competent and performed their tasks 
adequately, resulting in a satisfactory overall rate of technical achievement. The need for DPWH to 

                                                           
5 Pl had a total staff of 15, mostly engineers. Three were assigned to head office duties and 12 (local consultants) were 
deployed in four field teams at the regional and district levels. Under the Project, the regional staff of DPWH involved in 
design and construction received extra pay for their services which provided incentives and clearly raised their 
performance. 
 
6 Project staff objects to the statement, quoting regular, mostly unrecorded contacts with the consultants during 
implementation. 
 



follow standard fiscal/budgetary procedures (despite the emergency clauses in the Loan 
Agreement), slowed progress, however. This should have been foreseen at appraisal and 
addressed in loan negotiations with the Borrower.7 At any rate, the Bank should have intervened at 
an early stage to insist on procedures suitable for an emergency scheme when budget procedures 
emerged as a threat to key Project objectives.  
   

D. Actual Cost and Financing 

 27. Because of depreciation of the US dollar (and the Philippine peso) against the SDR during 
implementation, the actual cost of the Project denominated in dollars, rose to $27.08 million from 
the appraisal estimate of $25 million, of which the Bank loan financed $20.2 million ($11.6 million 
in foreign exchange, $8.6 million equivalent in local cost). The balance was funded by the 
Philippine Government from the national budget; an unutilized loan amount of $0.32 million 
equivalent was cancelled. Of the total Project cost, civil works accounted for $24.5 million (90.4 
percent), and consultants' fees including service charges for $2.6 million (9.6 percent). 
Consultants' fees tripled from $0.8 million to $2.4 million on account of three contract extensions to 
cover a total of 44 months from originally 18 months for local consultants, and 37 months from 
originally 20 months for the international consultant. A comparison of the appraisal and actual 
Project costs is shown in Appendix 2. 
 
28. As the Philippine currency weakened against both the SDR and the US dollar during 
1988-1991, the peso equivalent of the loan amount rose to P568.12 million (from P427.86 million). 
The additional funds were used to finance more subprojects as agreed with the Bank. 
 

E. Implementation Schedule 

 
29. Originally scheduled to be implemented over an 18-month period to end in September 1990, 
the Project's completion date was extended three times. The first extension, to June 1992, was 
made to allow for delays in recruitment of consultants and completion of detailed design of 
subprojects as well as to include additional subprojects, the second extension, to December 1992, 
to include restoration of structures damaged by a subsequent storm (Uring). The third extension, to 
July 1993, was made to allow time for physical completion and for liquidation of expenditures. The 
Project was completed in June 1993 and the loan account closed in August 1993. A total of 741 
subprojects were restored, far exceeding the appraisal target of 399 (see Appendix 3). 
 
30. Overall, Project implementation delay totaled 34 months. Although this was due to late 
recruitment of consultants (3 months and 6.5 months, respectively, for the international and local 
experts)8 and to inclusion of more subprojects, the applicability of standard DOF and DBM 
appropriation and fund release practices was a major underlying cause. 
 

                                                           
7 Although the Government allotted a Project budget after release of Bank loan funds to an imprest account with Bangko 
Sentral ng Pilipinas, budgeting and fund release to the Project remained, subject to normal budgetary procedure, despite 
its emergency nature. Thus, DPWH's annual Project budget was treated like its operating budget by the 
DOF/Department of Budget and Maintenance (DBM) and had to be defended in the various budget committees. This led 
to late recruitment of consultants and to long delays in payment of contractors and regional DPWH staff. The poorly 
functioning impress mechanism, the lack of special procedures and of an interagency steering body to expedite the 
Project became a major stumbling block to rapid implementation. 
 
8 Delays were mitigated by the consultants' providing services before the signing of their contracts. 
 



F. Compliance with Loan Covenants 

 
31. A schematic overview of compliance with provisions of the Loan Agreement is given in 
Appendix 4. In general, the Borrower and the Bank fulfilled their contractual obligations. The only 
major exception was the Borrower's failure to provide adequately for the maintenance of restored 
subprojects, especially flood protection structures and ports. 
 

IV. PROJECT RESULTS 

 

A. Operational Performance 

 
32. The assessment of operational performance of subprojects for roads and bridges, tertiary 
ports, and wharves, and flood control and drainage structures was based on the results of a Bank 
TA-funded survey (see pare. 18 and Appendix 1). The Survey covered 75 subprojects, chosen by 
random sampling from a total subproject population of 225 grouped into 170 subproiect package, 
to ensure representativeness. 
 
33. In general, the large majority of subprojects have operated in a satisfactory manner since 
commissioning during mid-1990—mid-1993. Most structures have been rehabilitated to normal 
DPWH standard and are functioning as intended, but some have been upgraded to conditions 
which would minimize the risk of future typhoon damage as envisaged at appraisal. However, a 
significant number of structures, where restoration works have been poor have been found to be in 
deteriorating condition either because of new damage due to recent storms and other calamities 
(earthquakes) or lack of maintenance. This is cause for major current and future concern. 
 
34. The following paragraphs provide a brief discussion on operational performance of the 
facilities and structures restored under the Project. 
 

 1. Roads and Bridges 

 
35. Surveyed roads/bridges numbered 33 structures (23 packages), including 25 roads and 8 
bridges out of a total of 138 subprojects. Twenty-five (76 percent) were small-scale costing less 
than P5 million. While damage due to faulty design was notably absent with this type of civil works 
(reflecting the capabilities of DPWH), deterioration resulting from poor maintenance and drainage 
was common, especially on gravel and unpaved roads. Of surveyed gravel roads, only one in four 
structures was in good condition; common problems were eroding shoulders and loss of support 
and foundation settlement due to poor consolidation. Some gravel roads also showed lack of 
surfacing indicating poor drainage and maintenance. Paved roads, on the other hand, have 
generally performed well without signs of premature wear or major cracks. The general 
observations made for roads do not apply to bridges, which showed serious faults at inspection. Of 
eight sample structures, only two were undamaged, the majority have damaged abutments (from 
scouring due to poor drainage), river bank slope protection and slope approach, indicating inferior 
design or poor workmanship. A major casualty was the Daet Bridge (a gravity dam in Region V 
built to prevent scouring of the bridge pier) which was destroyed by strong river currents but which 
was being reconstructed at the time of the Survey. 
 
 



36. Overall, only 20 (65 percent) structures of the sampled roads/bridges component were found to 
be in good condition, 9 were classified as in fair and 2 in bad condition. Fourteen structures (45 
percent) suffered from inadequate drainage, 14 (45 percent) were badly maintained. The general 
profile of surveyed roads/bridges is thus less favorable than other components and 19 structures 
(61 percent) are not expected to reach their minimum service life if conditions remain unchanged. 
 

 2. Ports and Wharves 

 
37. The sample survey included 20 small ports/wharves (13 packages) out of a total of 67. Of the 
20 structures, 14 (70 percent) were found in good condition, 5 (25 percent) in fair condition, and 1 
(5 percent) in poor condition. The last mentioned subproject, the Calapan seawall, was a total loss 
after being struck by the Mindoro earthquake of 1994. Again a major share of structures was found 
to be damaged. Ten structures had suffered damage from berthing vessels or from weathering, 
two were affected by scouring. Design and construction materials were leading causes of damage. 
Poor maintenance was found to be common: 14 projects were seriously neglected; problems 
included removal of fenders, nonmaintenance of base protection, failure to remove aquatic growth 
from piers and dilapidation of wearing surfaces. Over 90 percent of structures were found to be 
sufficiently strong, however, to last to their minimum design life of ten years. 
 

 3. Flood Control and Drainage Structures 

 
38. Out of a subtotal of 50 flood control/drainage schemes, 24 projects grouped into 17 packages 
were surveyed. At inspection in mid-1995, all but one of these were operational but their physical 
condition varied. As surveyed, 15 structures (63 percent) were in good condition, 6 (25 percent) in 
fair condition and 3 (12 percent) in poor condition. Of the latter, Dulag seawall (Region VIII) was 
totally damaged by a 1994 typhoon; the Cawayan riverwall (Region V) collapsed one year after it 
was completed. 
 
39. Over one half of the surveyed structures were damaged. Six of the 24 sample structures 
showed scouring or foundation settlement. Pending further studies, main causes appeared to be 
(i) inadequate design, often due to lack of site-specific hydrological or geotechnical investigations; 
and (ii) the use of substandard construction materials. Damage was also caused by lack of 
maintenance affecting many structures, for example, inadequate maintenance of base protection 
resulting in scouring or cracks which were not sealed immediately leading to water intrusion. The 
Survey concluded that at present levels of maintenance only three structures would exceed their 
minimum service life of ten years, while five would fall short of this mark. 
 
 
 

 4. School and College Buildings 

 

 

40. Since the Bank TA-funded survey did not cover the school building component, the 
assessment of the school building component is based on information provided by DPWH staff 
and an ocular inspection of selected schools rehabilitated under the Project in Region IV. Most of 
the schools are still in operable condition. It is believed that the rehabilitation carried out under the 
Project would enable most schools to withstand typhoons and inclement weather. 



 
41. However, majority of the schools did not conduct routine maintenance and repairs because of 
financial constraints. The most common problems reported were leaking roofs and damaged 
gutters. In well-developed areas, local communities generally provide financial support to augment 
Government budget for maintenance and repairs of school buildings. However, this is not the case 
in remote and less-developed areas where local communities are poor and the maintenance and 
repairs of school buildings have to depend entirely from the Government budget. This situation 
places the sustainability of benefits at risk. Even if the rehabilitated school buildings were 
constructed to be typhoon-resistant, the failure to adequately maintain and regularly repair the 
structures will adversely affect their ability to withstand damages from typhoons and similar 
calamities in the future. 
 

B. Institutional Development 

 
42. The lead role for consultants in implementation of the Project, the work on revision of 
guidelines for emergency rehabilitation of small infrastructure systems, application of modern 
construction management engineering supervision methods, delegation of detailed design to 
DPWH field staff, and employment of small local contractors for civil works provided DPWH with 
(i) an experiment in organizing a crisis response; (ii) a review of its emergency procedures and 
amelioration guidelines; and (iii) multiple opportunities to upgrade staff skills. This learning 
experience has benefited DPWH and will be valuable in future emergency projects. It also 
highlighted weaknesses in DPWH’s internal financial systems and procedures in responding to 
emergencies. However, the Project was too small and concerned with implementation as well as 
dependent on outside expertise to have permanently enhanced the capabilities of DPWH and 
local Government entities concerned with economic reconstruction after disasters. For these 
reasons, the Project did not have explicit institution building goals. 
 

C. Financial and Economic Reevaluation 

 
43. Direct cost recovery from users of public transport infrastructure is not a well established 
concept in the Philippines and was not attempted under the Project as most facilities are very 
small or components of larger networks. In the case of roads, traffic is insufficient to justify the 
administrative cost of toll collection. Similarly, ports serve a relatively small number of direct users 
with marginal incomes (mostly small boat operators) who can easily evade docking charges. Flood 
protection structures typically serve poor coastal communities from which collection of user fees is 
without precedence and is not considered feasible. Both the social status of beneficiaries (lowest 
income group, small rural communities) and the emergency goals would have made introduction 
of cost recovery impractical. Given the non-liquidating nature of subprojects and the fact that they 
involve mostly reconstruction, no financial internal rate of return (FIRR) was computed for this 
analysis. 
 
 
 
 44. The Socioeconomic Survey carried out economic impact assessments of 53 subproject 
clusters (17 flood control structures, 13 ports/wharves, 23 roads/bridges) in regions IV, V, and VIII. 
Projects were evaluated in terms of impacts "with" and "without" Project based on field inspections, 
interviews, and questionnaires. Methodologies and assumptions for economic assessment and 
EIRR results are presented in Table 1, Appendix 1. The 53 subproject clusters showed ElRRs 
ranging from negative to 75 percent, with about three-fourths of the subproject clusters having 
ElRRs above 12 percent. Weighted by subproject cost, the overall EIRR for all the surveyed 
subprojects was estimated at 23 percent. Details of the EIRR results are summarized below. 



  
Economic Internal Rates of Return (ElRRs) 

of Selected Subprojects 
 
 REGION IV REGION V  REGION VlII 
 
Flood Control 
 
. 
 
 Wawa River Wall 19% Daet River Control  1% Tigbso River Control 15% 
 Gasang River Wall 30% Rubi-San Nicolas  31% Daguitan River Control 22% 
 Boad River Control 14% Gubat Seawall  21% Sibugay River Control 13% 
 Cabilogan-Cavasi River 14% Sorsogon and Cawayan  13% Malbasag River Control 5% 
 Control and Bobonsoran Spillway  River Controls   Anilao River Control 10% 
 Camalig Flood Control and 28% Tublijon, Sangkayon, and  29% 
 Kilicso Flood Control  Bacon River Walls 
 Mamburao River Control 18% 
 Armado Flood Control 24% 
 
Ports and Wharves 
 
 Gasang Seawall 21% Mercedes Fishing Port  10% Naval Port 54% 
 Mainaga Fishing Port, 22% Bagombong Wharf.  9% Naval Seawall 24% 
 Talaga Wharf and Wawa Seawall  Cabusao Seawall  25% San Juan Port 29% 
 Ambulong and Balete Ports 64% Virac Port  16% Balanggiga Seawall 1 and 2 35% 
   Pio V. Cruz Causeway  37% Pagbabangnan Seawall 30% 
 
Roads and Bridges 
 
 MSR Rep. Lined Canals, 56% Legazpi-Bonot Bypass Road  9% Ormoc-Baybay Talisayan 31% 
 Sto. Tomas  Panicuan Bridge  19% Merida Bridge 49% 
 Tanauan-Trapiche Road 4% Virac-Bato Road  21% Ormoc-Merida Road 23% 
 Sarisya-Tumbaga Road 35% Buenavista-Cawayan Road  negative Ormoc-Alegria Road 51% 
 Lucena-Tayabas-Lucban Road 1% Milagros-Tawad Road  11% Valencia Road 75% 
 Luchan-Louisiana Road negative    
   Tinag-an Bridge 17% 
Mogpog-Sta. Cruz Road negative Catbalogan North Road I 41% 
 Mogpog-Balanacan Road  negative Palanog Bridge 17% 
Tibag-LumangUayan Road  23%                   

  Buraen-Lapaz and Buraen- 6% 
 Calapan South JCT-Minas Road 29%  
   Julita-Ulag Roads; Daguitan 
   Bridge and Approaches; and Marabong Bridge 
 
 

D. Socioeconomic Results 

 

 

45. A sample of beneficiaries have been surveyed for this review. Questionnaire-based interviews 
in Project service areas with community leaders and selected households indicate that subprojects 
were generally important to local economies and that restoration had significant, if mostly indirect, 
economic impacts. Typically, beneficiaries are small, poor, and remote communities with a 
livelihood base of marginal farming/fishing and service-oriented seasonal wage-employment, 
though larger commercial or industrial enterprises are sometimes represented. Median household 
incomes were very low at P2,500-3,000 per month (mid-1995). The rehabilitation of school 
buildings has prevented class disruptions, enabling the schools to maintain the quality of 
education for the benefit of a large number of students. 

 



E. Women in Development 

 
46. Socioeconomic Survey results indicate that the Project benefited women. Although few women 
participated in the design and construction, women earned income as food vendors while, after 
construction, women whose livelihood depends directly on the operation of rehabilitation 
structures as in the case of portworks or farm/market roads, benefited directly. Beneficiary 
households typically include a high proportion of female members. 
 

F. Environmental Impacts and Control 

 
47. As a reconstruction undertaking, the Project did not by itself present environmental problems 
or issues. The Survey observed that many communities were experiencing increasing and severe 
flooding after storms or prolonged rains due to the effects of the growing denudation of forested 
uplands and watersheds. It is evident that infrastructure near rivers/streams will continue to be 
increasingly under stress unless reafforestation is undertaken. Direct impacts from the Project 
were relatively minor. While flood control and slope protection generally helped reduce the erosion 
of arable soils, lack of community involvement in the subprojects has led to the accumulation of 
refuse near structures, posing health hazards. Seawall and river control structures have, in some 
cases, encouraged encroachment or squatting in communities protected by these facilities. 
 

G. Gestation and Sustainability 

 
48. Inadequate maintenance was found to affect a number of surveyed structures as well as the 
school buildings inspected. This has caused incipient damage or deterioration in flood control 
structures, many of which require maintenance works (rechanneling, desilting and, in some cases, 
riverwall reconstruction) and in roads/bridges, especially gravel structures. Plant growth and 
accumulation of refuse were frequently observed, the latter posing health and safety hazards. For 
school buildings, inadequate maintenance has resulted in leaking roofs and damaged gutters. 
While most structures were soundly constructed and still in good to adequate condition, continued 
lack of maintenance will eventually reduce the service life of subprojects and their respective 
benefits. 
 
49. The maintenance of Project facilities is complicated by its inclusion of national and 
municipal/provincial subprojects corresponding to different Government levels of maintenance 
responsibility. Practically all funding is from the national budget. However, national structures are 
maintained by DPWH from a regular maintenance appropriation, but maintenance of local 
infrastructure was transferred to LGUs. The latter are subject to the competing expenditure 
obligations of LGUs and are usually residual. Since most subprojects are in this category and 
since the equipment pools/technical know-how of LGUs fall short of requirements, the findings of 
the Survey are not surprising.9 
   

V. KEY ISSUES FOR THE FUTURE  

   
                                                           
9 Although maintenance was evident as a major project risk at appraisal, the RRP did not highlight it appropriately, nor 
state options open to the Bank to safeguard project facilities, if any. Irrespective of this omission, it is recognized that 
lack of maintenance of public infrastructure in the Philippines is endemic and has long weakened the Bank's lending 
operations, raising larger institutional and fiscal issues which the Bank needs to pursue through its policy dialogue at the 
country and program level. 
 



 

A. Implementation Issues 

   
 50. Of major concern to the implementation process was the presence of two operating tracks, 
one for construction and another for fund release. While DPWH was committed to carry out the 
Project in the time frame of an emergency effort, all financing (including the Bank loan) was 
formally budgeted by DBM/DOF and disbursed only after compliance by executing agencies with 
standard release procedure for public works including the appropriation time cycle, documentation 
and budget hearings. This slowed the pace of implementation and prevented the Project from 
quickly restoring vital infrastructure, its main objective. Failure by the Bank to anticipate the 
problem and to bring about a joint interagency commitment to the emergency goals including a 
consultation mechanism as a condition of loan effectiveness made the Project more vulnerable.  
   
 51. Neither DPWH nor the Bank sufficiently adapted its internal procedures for the Project. In the 
case of the former, for example, approval of contractors' payments involved six levels of 
responsibility within DPWH and could take several months and even longer in cases involving cost 
increases. The Bank, in turn, needs to give more consideration to the additional workload on the 
consultants if its own obligation to "closely monitor" a project is in actual practice delegated to 
them. 
 
 52. Timeliness in the delivery of benefits is the essence of an emergency intervention and has 
provided the rationale for introducing emergency lending after disasters in the Bank. Unless the 
rapid delivery goal is observed, the case for applying the Bank's emergency facility is weakened 
and other forms of lending may be more suitable. A realistic assessment of the implementation 
time schedule and inherent institutional/country-specific risks is therefore basic to the choice of 
modality, approach to implementation, and design of the Project. In this respect, the Project 
suggests the presence in the Philippines of serious administrative and interagency pitfalls of which 
the Bank, with its long history of involvement with lending to public works, must be aware. In this 
respect, the assurances given in the RRP on implementation risks were not borne out. The need to 
reinforce the commitment of Government fiscal agencies to the emergency goals should be 
appropriately considered in future Bank lending. 
 
 

B. Project Quality 

 

53. The Project aimed to restore damaged structures to a higher than pre-existing standard of 
serviceability and physical endurance. This objective was not fully achieved, however, as the 
majority of structures were constructed to no more than the minimum service life standard. It 
appears that DPWH chose to utilize the Bank funds to rehabilitate more structures rather than to 
raise construction standards of subprojects over pre-emergency standards intended under the 
Project. While this did not violate specific provisions in the Loan Agreement, the Project had 
clearly aimed to raise construction standards of subprojects over pre-emergency standards. 
However, the Bank was not definite about this and failed to ensure compliance during design and 
construction. Future Bank projects should avoid this ambiguity. 

 
54. The preparation of new design guidelines by the consultants did not substitute for necessary 
technical expertise which DPWH specifically lacked in the areas of flood control/ports/wharves. 
DPWH regional offices, too, lacked skills in hydrology and geotechnical investigation, nor were 
such skills represented in the consultants' team. Many subprojects, specially in flood control, did 



not have site-specific designs and were thus either over- or under-designed. Underdesigns 
predominated among surveyed projects. 
 
55. Although construction supervision and materials testing/quality control were nominally the 
tasks of DPWH, much of the work actually fell to the consultants. While this benefited the Project, 
it also diverted consultants' staff time from other urgent work and interfered with the consultants' 
work plan. Generally, the capabilities of DPWH were overestimated, resulting in much unforeseen 
work for the consultants. A survey of DPWH staff capabilities in the technical fields covered by the 
Project prior to recruitment of consultants would have enabled DPWH to recruit consultants on the 
basis of a more realistic assessment of skill requirements. 
 

C. Maintenance 

 
56. The Project facilities were found to be inadequately or not maintained with the majority of 
subprojects not expected to remain serviceable beyond the DPWH minimum service life.10 
Inadequate maintenance will reduce the benefits from the rehabilitated structures and their 
long-term sustainability. Flood control and gravel roads are particularly vulnerable to neglect and 
require special attention from an early date. 
 
57. While maintenance of public infrastructure is a recognized constraint in the Philippines, 
considerable progress has been made since 1990 in funding maintenance of national 
infrastructure. Unfortunately, this is not yet the case for structures under the jurisdiction of 
municipal or provincial Governments, that is, most subprojects. Since LGUs with few exceptions 
lack the funds, know-how and equipment to carry out their maintenance responsibilities, the Bank 
should in future emergency projects involving local Government, obtain assurances from the 
Borrower that project facilities will be maintained on a regular basis and ensure that this 
commitment is adhered. 
 
 

                                                           
10 The DPWI I standard defines minimum service life as 15 years for roads and bridges, 10 years for flood control 
structures and ports and wharves. 
 

Vl. CONCLUSIONS 

 

 

 

A. Overall Assessment 

 

 

58. The Project helped to restore physical infrastructure damaged by typhoons Sisang, Unsang, 
and Uring during 1987-1991 in regions IV (A and B), V and Vlil. The restoration of national, 
provincial, and barangay (smallest administrative unit) roads/bridges, tertiary ports/wharves and 
flood control structures has assisted the affected communities to overcome quickly the threat to 
their livelihood. The rehabilitation of school buildings including provision for school furniture has 



helped prevent class disruptions, enabling a large number of schools and colleges to provide 
continuous educational services to the students. 
 
59. The Socioeconomic Survey shows that the Project generally met a genuine need and yielded 
relatively high socioeconomic returns. Of the 53 subproject clusters on which ElRRs were 
calculated, 39 or 75 percent had ElRRs above 12 percent (see para. 44). The Project is rated 
generally successful. However, to ensure the long-term sustainability of the Project, adequate 
maintenance of restored structures must be provided. 
 

B. Lessons Learned 

 
60. In future emergency projects in the Philippines where meeting a shortened construction 
schedule is a prime concern and where Bank involvement is reduced, a joint and monitorable 
commitment by Government agencies involved in implementation to the emergency schedule has 
to be negotiated and included in the Loan Agreement. It is unrealistic to assume that an executing 
agency such as DPWH can bring procedures of powerful fiscal agencies in line with its own in the 
course of implementation. An efficient coordination among agencies concerned at the central and 
local levels is essential for ensuring speedy and effective implementation of emergency projects. 
This implies also that the Bank has to give more attention to the implementation supervision. 
 
 61. In projects which include engineering design work outside the traditional field of competence 
of an executing agency, a survey of technical skills/expertise represented in the  agency prior to 
implementation should be held by the Bank to be able to determine with some accuracy the 
skill-mix to be recruited for a project directorate of consultants. Even though funding of consultants 
is from the loan, this choice should not be left only to the executing agency which, as the Project 
shows, may not be the best judge of its own capabilities. 
 
 62. If the Bank specifies a standard for the physical quality of construction of subprojects, that 
standard must not be allowed to be altered by either the executing agency or the Pl without the 
Bank's express consent. The Bank must ensure that this standard is adhered to the design and 
construction stages as a key criterion of successful implementation. To this end, a minimum of 
design and construction supervision by the Bank is necessary in emergency projects. At the same 
time, greater attention has to be placed on post-construction maintenance of Project facilities and 
monitorable assurances have to be sought. The practice to include a maintenance clause in the 
Loan Agreement needs to be reinforced by measures to ensure that the Government can raise 
revenues to fund maintenance of public infrastructure. 
 

C. Follow-up Actions 

 

 
 
 

 1. For the Government/Executing Agency 

 

 

63. It is important for the Government to provide adequate budgets for the maintenance of the infrastructure facilities restored under the 
Project. For future emergency projects, the Government should establish (i) special procedures to ensure timely reimbursing of funds to 



meet with the emergency timetable; and (ii) suitable mechanisms to ensure efficient coordination of rehabilitation efforts of all agencies 
concerned. 
 

 2. For the Bank 

 
64. The Bank s current policies and procedures on rehabilitation assistance after disasters ought to be reviewed to determine more 
clearly the criteria for identifying rehabilitation projects. In particular, the practicality of improving the quality of damaged infrastructure 
beyond pre-project conditions would need to be reviewed. 
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