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I. PROGRAM DESCRIPTION 
 
A. Rationale 

 
1. Economic growth in the Republic of the Philippines over the years had not been effective 
in reducing poverty, which at 27.9% (2012) was above the prevailing rates in neighboring 
countries. Geographically, the poor remained concentrated in the southern Philippines and in rural 
areas. In some provincial areas, for example, less than 80% of the population had access to 



 2 

electricity (national capital area 99% had access) and infant mortality rates were more than 50% 
above the national average.1  
 
2. After an ambitious start to decentralize local government, the fiscal framework did not keep 
pace with the evolving vision of local government, resulting in an inequitable system of 
intergovernmental fiscal relations. A number of issues constrained the equitable services under 
the system of decentralized local government: (i) flaws in the design of the local government unit’s 
(LGU) revenue base were partly responsible for the geographical disparities observed in the 
access to services; (ii) public financial management (PFM) systems were not well calibrated to 
support efficient delivery of services; (iii) systems to promote and enhance local accountability 
and good governance were poorly developed; and (iv) the local government fiscal framework was 
not adjusted to support growth, autonomy, and accountability.2  
 
3. The Philippines Development Plan 2011–2016 identified specific difficulties LGUs faced 
in achieving of its main goals: (i) promoting inclusive growth (high growth that is sustained, 
generates mass employment, and reduces poverty); (ii) improving governance and human 
development standards; and (iii) achieving macroeconomic and fiscal sustainability. 
The overarching theme of each intervention was good governance and anticorruption.3  
 
4. In February 2014, the Asian Development Bank (ADB) approved a proposed 
programmatic approach for the Local Government Finance and Fiscal Decentralization Reform 
Program for the Philippines (the program) to improve service delivery by assisting the 
development of efficient and transparent local governments within an adequate and equitable 
fiscal framework. ADB approved a policy-based loan for the first of two subprograms to support 
local government reform spending through (i) creating a conducive fiscal framework for fiscal 
sustainability, (ii) developing an adequate and suitable resource framework for fiscal 
sustainability, (iii) strengthening  PFM to assist efficient LGU service delivery, and (iv) fostering 
good local governance transparency and accountability. 4 Subprogram 1 achieved significant 
milestones and laid the foundation of the second subprogram for broader PFM reform and its 
expanding engagement with LGUs.5  
 
5. The second subprogram, with the objective of achieving efficient and transparent local 
government financial management systems, was approved in December 2016 (footnote 5). 
 
B. Expected Impacts, Outcomes, and Outputs 

 
6. The program’s expected impacts were: (i) improved delivery of services by LGUs for 
subprogram 1, and (ii) improved governance and human development standards through more 
efficient service delivery for subprogram 2. The expected outcome of both subprograms was 
efficient and transparent local governments with an adequate and equitable fiscal framework. 

 
1 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 

Approach and Policy-Based Loan for Subprogram 1 to the Republic of the Philippines for the Local Government 
Finance and Fiscal Decentralization Reform Program. Manila. 

2 ADB. 2019. Completion Report: Local Government Finance and Fiscal Decentralization Reform Program in the 
Philippines. Manila. 

3 Government of the Philippines, National Economic and Development Authority (NEDA). 2011. Philippine 
Development Plan, 2011–2016. Manila. 

4 ADB. 2014. Loan Agreement (Ordinary Operations) for Subprogram 1 with the Republic of the Philippines for the 
Local Government Finance and Fiscal Decentralization Reform Program. Manila. 

5 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 
Approach and Policy-Based Loan for Subprogram 2 to the Republic of the Philippines for the Local Government 
Finance and Fiscal Decentralization Reform Program. Manila. 
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Outputs under subprogram 1 included (i) a conducive fiscal framework for inclusive growth; 
(ii) an adequate and equitable local resource framework for fiscal sustainability; (iii) strengthened 
PFM to assist efficient LGU service delivery; and (iv) good local governance, transparency, and 
sustainability. For subprogram 2, the outputs were: (i) resource framework for fiscal sustainability 
developed; (ii) PFM system to assist efficient LGU service delivery strengthened; (iii) local 
governance, transparency, and accountability systems established; and (iv) fiscal framework for 
inclusive growth created. 
 
C. Provision of Inputs 
 
7. The ADB Board approved subprogram 1 on 13 February 2014 and subprogram 2 on 
13 December 2016. Both parties signed the loan agreements on 14 February 2014 and 
15 December 2016. The date of loan effectiveness for subprogram 1 was 14 May 2014 with an 
actual effectiveness date of 27 May 2014. The date of the loan effectiveness for subprogram 2 
was 14 March 2017 with an actual effectiveness date of 22 February 2017.  
 
8. The expected completion date for subprogram 1 was 31 December 2014, but its actual 
completion date was 15 August 2014. The expected subprogram 2 completion date of 30 June 
2017 (loan agreement) was extended to 30 December 2017 as the Department of Finance (DOF) 
was concerned on the negative carry issues of unspent funds that might be caused by an early 
drawdown on funds. The actual completion date was 19 October 2017. 
 
9. The program loan cost financed by ADB from its ordinary capital resources was 
$500 million at appraisal and completion ($250 million for each subprogram). The Agence 
Française de Développement (AFD) provided $150 million for subprogram 1 and $119 million for 
subprogram 2.6  
 
10. An ADB-funded project preparatory technical assistance (TA) provided the required 
technical and logistical resources to assist the government-led review of the Local Government 
Code (LGC).7 The TA was implemented from 17 December 2013 to 30 December 2017. A total 
of 18 individual consultants and one consulting firm helped implement the TA activities and 
contribute to achieving the program’s performance targets. National consulting inputs and 
international consulting inputs totaled 75.75 person-months and 8.59 person-months, 
respectively. 
 
11. The program was classified as Category C for environment, involuntary resettlement, and 
indigenous peoples. Although, program included some gender elements (gender analysis, and 
quantitative and qualitative data to inform the review and development of all policies and programs 
on local budgeting, expenditure and revenue assignments, and fiscal transfers), it was classified 
neither with gender equity as a theme, nor under effective gender mainstreaming. Key actions 
envisaged were consultations with women’s groups as part of the review of the legal framework 
for intergovernmental fiscal relations, improvement of representation by women in LGU 
committees, and implementation of gender sensitive planning and budgeting systems. 
 

 
6 ADB and AFD had previously granted two loans to cofinance the second subprogram of the Local Government 

Financing and Budget Reform program in 2009. ADB (Southeast Asia Department). 2012. Joint Appraisal Mission to 
the Philippines: Local Financial Management and Fiscal Decentralization Program. Back-to-Office Report.  
18–25 June (internal). 

7 ADB. 2013. Local Government Finance and Fiscal Decentralization Reform Program Concept Paper and Project 
Preparatory Technical Assistance. Manila.  
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D. Implementation Arrangements 
 
12. The program’s implementation arrangements were as planned—DOF was the executing 
agency and was responsible for the entire implementation of both subprograms; the Coordinating 
Committee on Decentralization served as the steering committee; and the implementing agencies 
included DOF, the Department of the Interior and Local Government, the Department of Budget 
and Management, and the National Economic and Development Authority for both subprograms. 
 
13. The project preparatory TA helped implement both subprograms and directly contributed 
to achieving the program’s performance targets for subprogram 1 and 2 outputs through the 
(i) review of the 1991 LGC and approval of a corporate and financial policy framework for LGU 
alliances, (ii) upgrade of the performance management system, and (iii) redesign of LGU 
productivity and performance measurement system (footnote 7). The government complied with 
all general and special covenants of the loan agreement. 
 
14. Subprogram 1 identified 18 risks in four categories (PFM, procurement, corruption, and 
political economy) of which 2 were low, 7 were medium, and 9 were high. The entire risk was 
considered high, but the mitigation measures taken by government with support from 
development partners were considered credible to address the risks. 
 
15. Subprogram 2 identified 10 risks of which 3 were low, 6 were medium, and 1 was high. 
Its risk average was medium except for corruption, which was considered high since efforts to 
reduce and eliminate corruption were constrained by political interference, inefficient coordination 
mechanisms, and a lack of enforcement capacity (footnotes 1 and 5). Implementing a 
comprehensive and results-based anticorruption action plan, supported by development partners 
including ADB, was seen to mitigate the risk.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
16. The program completion report (PCR) rated the program cluster highly relevant as it was 
explicitly linked with the government’s reform agenda targeting improved governance and 
oversight mechanisms, fiscal performance, and resource mobilization to support local service 
delivery. The program relevance was reflected in a carefully designed framework with mutually 
reinforcing reform areas. It was described as transformative as it led to the first systematic review 
of the LGC in almost 30 years. 
 
17. The validation considers that the program design and formulation was appropriate as a 
way of contributing to inclusive growth through efficient LGU service delivery. It aligned with the 
priorities of the Philippine Development Plan, 2011–2016 (footnote 3) and the Philippines Country 
Partnership Strategy, 2011–2016.8 This was demonstrated by the program’s contribution to the 
ADB results framework, as shown in policy reforms to address decentralization and improve local 
governance, and an emphasis on intergovernmental fiscal relations, transparency of local 
government PFM, and improved performance at the LGU and sector-agency levels. 
 
18. The stated outcome performance indicators, of improved average LGU Public Financial 
Management Assessment Tool (PFMAT) score, increased real property tax collection, 
and an increase in local government expenditures were more output- than outcome-oriented. 

 
8  ADB. 2011. Philippines: Country Partnership Strategy, 2011–2016. Manila. 
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The program design could have been improved with an emphasis on what program success 
would have looked like. For example, the design could have included performance indicators that 
demonstrated how increased local government expenditure assisted poverty reduction or 
inclusive growth, or how the citizens benefited from improved local service delivery. Although the 
two impact statement performance indicators in subprogram 1 were citizen-oriented,9 this was 
not repeated in subprogram 2.10 Noting that program design could have had a greater focus on 
outcomes, the validation assesses the program formulation and design relevant. 
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
19. The PCR rated the program effective for meeting or exceeding targets for all design and 
monitoring framework (DMF) outcomes. Subprogram 1 targets by 2015 were: (i) LGU PFMAT 
average score improved by 20% (2013 baseline 2.3), (ii) real property tax collection increased by 
20% (2010 baseline ₱29.6 billion), and (iii) local government expenditures increased by 20% 
(2011 baseline 17% of total expenditure). Similarly, subprogram 2 targets by 2017 included: 
(i) real property tax collection increased by 20% (2010 baseline ₱33.1 billion), 
(ii) local government recurrent expenditures increased by 20% (2011 baseline ₱266.2 billion), 
(iii) LGU PFMAT average score improved by 20% (2013 baseline 2.3), and (iv) LGU PFMAT 
average national satisfaction score in the Citizen Satisfaction Index System (CSIS) improved 
(2013 baseline 58.8). Real property tax collections increased by more than 20%, the LGU PFM 
performance increased by approximately 20%, and the citizen satisfaction weighted average 
survey results increased by approximately 3% in 2015 from 2013.  
 
20. The PCR11 also considered that the program (both subprograms) successfully achieved 
all the performance indicators for all four outputs suggesting a meaningful contribution from 
program interventions to higher level outcomes and strengthened local governance and 
accountability. Each of the two subprograms had four outputs (para. 6). On the whole, LGU 
operating expenditures grew at an average of 5.8% from 2010 to 2016 and local PFM 
transparency and accountability improved. Achievements are summarized below: 
 

(i) Output 1: Resource framework for fiscal sustainability developed. 
Subprogram 1. The Performance Challenge Fund was established to incentivize 
efficient financial management; new credit worthiness and debt management 
modules for the electronic Statement of Receipts and Expenditure LGU system 
were established; 37 provinces and 38 cities updated their schedule of values for 
real property tax collections by the start of 2016; LGU investment incentives were 
rationalized; and to improve LGU access to private credit, the Bureau of Local 
Government Finance took on the function of a single LGU loan monitoring agency.  
 
Subprogram 2. The Seal of Good Local Governance 12  was completed and 
implemented; electronic Statement of Receipts and Expenditure module was 
completed and implemented; and performance standards for local treasurers were 
introduced. 
 

 
9 An increase in the performance index and the Citizen Satisfaction Index System (CSIS). 
10 The 2015 updated DMF guidelines separated the impact level from the results chain. 
11 The four outputs in the PCR DMF results chain and the comparative DMF summary focused on those in RRP for 

Subprogram 2. The PCR DMF indicated that all the outputs were either achieved or substantially achieved.  
12 The Seal of Good Local Governance created additional incentives and monitoring mechanism for good expenditure 

management and fiscal governance.  
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(ii) Output 2: PFM system to assist efficient LGU service delivery strengthened. 
Subprogram 1. A medium-term LGU  PFM roadmap, originally planned to cover 
the period 2013–2015, was completed in 2015 but was issued for the period 2016–
2022 significantly extending its coverage, and while gender capacity building 
targets were not implemented, specific gender dimensions were reflected in the 
performance; Bottom-up Budgeting (BUB)13 was fully rolled out in 2014; a gender-
sensitive BUB project identification process was implemented; the Updated 
Budgeting Operation Manual for LGUs was completed in 2015 and the 
comprehensive development plan and BUB planning guidelines were harmonized 
by 2014; a series of departmental orders to contain personnel salary growth were 
adopted in 2015; and new guidelines for the establishment and operation of local 
economic enterprises were completed in 2016 later than 2014 as expected. 
 
Subprogram 2. A medium-term strategy for LGU PFM reform was approved in 
2014; guidelines for the harmonization of LGU planning and budgeting processes 
were completed and harmonization measures were implemented in 2015; 
the Assistance to LGU Program was fully implemented in 2014; the Updated 
Budgeting Operation Manual review was completed by 2015; and local economic 
enterprises guidelines to improve their governance were released. 
 

(iii) Output 3: Local governance, transparency and accountability systems established.  
Subprogram1. A full disclosure policy for local budgets and finances, bids and 
public offerings in 2011 was issued; by 2015, some 140 cities or 96.5% of total 
cities had adopted the CSIS incorporating gender topics and promoting 
downwards accountability and transparency; the government redesigned the Local 
Government Performance Management System, including alignment with the 
Seal of Good Local Governance in 2015. 
 
Subprogram 2. The government compiled CSIS reports in 2015 and 2016; 
the government redesigned LGU productivity and performance measurement 
systems by revising the Local Government Performance Management System. 
 

(iv) Output 4: Fiscal framework for inclusive growth created. 
Subprogram 1. Completion of a government-led review of LGC in 2013–2015. 
 
Subprogram 2. Recommendations for the amendment of the LGC submitted to 
the Good Governance and Anti-Corruption Cabinet Cluster and the Executive 
Secretary. 

 
21. The loan implementation did not result in any impacts to environmental safeguards as 
envisaged at the time of program appraisal. Although there was no need for a gender action plan, 
there were some gender initiatives to inform the review and development of all policies and 
programs on local budgeting, expenditure, and revenue assignments. The program has improved 
the formulation and submission of gender and development plans at the LGUs along with a 
compliance monitoring system.  

 
22. The TA was important for the formulation of the program and directly contributed to the 
achievement of the program performance targets. The TA supported the (i) approval of a 

 
13 BUB is a government program that is envisioned to institutionalize and incentivize grassroots participation, 

as represented by Civil Society Organizations, in local planning and budgeting in all cities and municipalities.  
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corporate and financial policy framework for LGU alliances, a subprogram 1 output; (ii) upgrading 
the performance management system, a subprogram 2 output; and (iii) redesign of the LGU 
productivity and performance measurement system, also a subprogram 2 output.  
 
23. Opportunities for corruption may have been reduced through improvement of 
transparency and accountability systems in local government given that the risk of corruption was 
considered high in both subprograms and the country rates poorly on the perceptions of 
corruption;14 and strengthened internal and external audit functions to provide more transparency 
and accountability to government processes. On the basis of these achieved outcomes, 
the validation assesses the program effective. 

 
C. Efficiency of Resource Use 

 
24. The PCR rated the program efficient in achieving its outcome and outputs as there was a 
strong mechanism of coordination and implementation across the range of key stakeholders. 
The government accomplished all policy triggers within the original time frame. 
 
25. There were small extensions to some planned milestone dates, most actual dates for 
major milestones were as envisaged at the appraisal stage for both subprograms.15 All original 
triggers were accomplished in both subprograms. The validation assesses the program efficient. 
 
D. Preliminary Assessment of Sustainability 
 
26. The PCR rated the program most likely sustainable. The majority of reforms undertaken 
through the program constituted significant institutional changes to strengthen the autonomy, 
accountability, and effectiveness of local governments. The medium-term LGU PFM reform 
strategy provided a vision for responsibly managing public resources and a framework for 
evaluating progress and refining actions. The focus on institutional capacity development would 
help ensure that local officials are equipped with the skills to implement reforms successfully. 
 
27. The validation recognizes that there has been some institutional capacity development 
that provides a framework for improved PFM, which in turn should help LGUs perform better over 
the medium-term. The achievement of the outputs shows that the framework for improvement 
was in place, but there are some signs that may indicate that the system of decentralization may 
not be providing equitable services in the regions: (i) the perceptions of corruption in the country 
has not improved since 2015, averaging around 35 out of 100 with a global ranking of 113 out of 
180; (ii) random samples of LGU audit reports show a qualified opinion by the Commission on 
Audit (COA),suggesting that there is still room for PFM improvement;16 and (iii) the country’s 
national audit report provides limited comprehensive or useful information, and the legislature 
provides limited opportunity for the public to engage in the budget process and limited oversight 
during the budget cycle.17 

 

 
14 Transparency International’s Corruption Perceptions Index ranks 180 countries and territories by their perceived level 

of corruption, according to experts and businesspeople. 
15 These included dates of loan effectiveness, program completion, loan closing, and financial closing. 
16 Government of the Philippines, Commission on Audit. Local Government Units Annual Audit Reports. 

https://www.coa.gov.ph/index.php/local-government-units   
17 International Budget Partnership. 2017. Open Budget Survey. https://www.internationalbudget.org/open-budget-

survey/results-by-country/country-info/?country=ph 

https://www.coa.gov.ph/index.php/local-government-units
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28. The PCR noted that the Philippine Development Plan 2017–2022 18  shows that the 
government is striving to deliver a foundation for more inclusive growth by a lower poverty 
incidence in rural areas from 30% in 2015 to 20% in 2022. ADB’s ongoing support and planned 
new local governance program ensure that the policy dialogue with the government is sustained 
and that resources are available to help implement reforms. This indicates that sustainability is 
contingent upon ongoing ADB and other development partner support, including a follow-on 
program, ongoing policy dialogue, and continued ADB resources to help implement reforms. 
This continuing dependence on outside support is why the validation assesses the program likely 
sustainable, not most likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
  
A. Preliminary Assessment of Development Impact 
 
29. Considering the results of the assessment of multidimensional poverty,19 and the variance 
of household poverty incidence by province, the PCR rated the program’s development impact 
satisfactory. Although multidimensional poverty decreased from around 13% in 2008 to 7% in 
2017 and the slight increase in the variance of household poverty incidence by province from 187 
in 2009 to 199 in 2015 did show that government’s pro-poor reforms were working, more work 
was needed to help more impoverished provinces catch up. Local governance performance 
improved significantly as evidenced by the increase in the number of LGUs qualifying for the Seal 
of Local Governance from 254 in 2015 to 449 in 2017. 
 
30. The validation also assesses the program impact of improving governance and human 
development standards through more efficient service delivery satisfactory, while noting the 
concerns regarding the need for more work to help the more impoverished provinces catch up.  
 
B. Performance of the Borrower and Executing Agency 
 
31. The PCR rated the performance of the government highly satisfactory. The government 
was vocal on its need for decentralization and provided strong coordination through the 
Good Governance and Anti-Corruption Cluster, which strengthened public institutions and 
promoted transparency and accountability. A review of the 1991 LGC highlighted the borrower’s 
level of ambition. The executing agency (DOF) demonstrated strong ownership over the reform 
agenda and was effective in ensuring LGU buy-in and ownership of reforms. The validation 
assesses the performance of the borrower and the executing agency highly satisfactory. 
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
32. The PCR rated the performance of ADB highly satisfactory. There was a good two-way 
policy dialogue between ADB and the government agencies, and ADB contributed to more than 
half of the policy actions in subprograms 1 and 2 by providing TA. Other policy actions were 
supported through TA from other development partners. Close partnership with development 
partners led to parallel cofinancing by AFD for both subprograms, and for ongoing TA with 
implementing agencies to support sustainable infrastructure development at the local level. 
A strong post partnership framework provided the basis for ongoing policy dialogue and served 

 
18 Government of the Philippines, NEDA. 2017. Philippine Development Plan, 2017–2022, Manila. 
19 Measured by 13 indicators of degree of deprivation with respect to electricity, housing materials, tenure status of 

dwelling, source of water supply, toilet facility, ownership of assets, health insurance, food consumption, hunger, 
working children not in school, underemployment, educational attainment, and school attendance. A Filipino is 
identified as multidimensionally deprived if he or she is deprived in at least one third of the indicators. 
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as a foundation for developing a new program on local governance reform, which suggests strong 
and continued engagement by ADB on fiscal decentralization and local government topics even 
following the disbursement of the subprogram 2 loan. 
 
33. ADB’s performance contributed to the successful achievement of the program’s outcome 
and outputs. Its approval and subsequent implementation of a project preparatory TA helped 
implement both subprograms. Its coordination with development partners and timely acceptance 
and execution of the government’s request to extend the closing date contributed to the program 
achieving its policy actions. However, ADB could have assisted more with program design by 
developing an outcome that was less output focused. This could have been achieved by 
concentrating more on whether the program’s aim of improving more efficient, effective, and 
equitable service delivery by LGUs had been achieved or was likely to be achieved. The validation 
assesses the performance of ADB satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  
 
34. The PCR rated the program highly successful with ratings of highly relevant to the 
government’s reform agenda; effective for meeting or exceeding DMF targets; efficient as the 
government accomplished all policy triggers within the original timeframe; and most likely 
sustainable given the post-partnership framework and the government’s ability to mobilize 
continued support from the development partner community. 
 
35. The validation assesses the program (i) relevant as it was aligned with the country’s 
priorities with policy reforms to address decentralization and local governance; (ii) effective, 
although output performance measures would have been improved through the inclusion of  
anti-corruption measures given the high risk assessment of corruption in both subprograms and 
the need for strengthened internal and external audit functions to provide more transparency and 
accountability to government processes; (iii) efficient as most actual dates for program 
deliverables were as envisaged at the appraisal stage and all original triggers were accomplished 
in both subprograms; and (iv) likely sustainable as the Philippines Development Plan 2017–2022 
shows that the government is striving to deliver a foundation for more inclusive growth by lowering 
poverty incidence in rural areas. Overall, the validation assesses the program successful. 
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Highly relevant Relevant The program design could have 

benefited from a greater focus on 
outcomes. 

Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Most likely 

sustainable 
Likely 

sustainable 
There are indications that system of 
decentralization may not be providing 
equitable services in the region. 

Overall Assessment Highly  
successful 

Successful The program could have benefited from 
a greater focus on outcomes and 
equitable services in the region. 

Preliminary assessment 
of impact 

Satisfactory Satisfactory  
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Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Borrower and executing 
agency 

Highly 
satisfactory 

Highly 
satisfactory 

 

Performance of ADB Highly 
satisfactory 

Satisfactory ADB could have focused the program 
design on outcomes more so than 
outputs.  

Quality of PCR  Satisfactory Para. 40. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program completion report. 
Source: ADB (IED). 

 
B. Lessons 

 
36. The PCR identified a number of lessons: (i) the reform of central-local fiscal relations is 
extremely difficult, but program results justify the effort involved, for example, in introducing 
downward, incentive-driven accountability mechanisms that lead to measurable improvements in 
local governance, such as the Seal of Good Local Governance; (ii) there is a strong link between 
the TA activities and the achievement of program outcomes and outputs; (iii) changes to tools 
and regulations must be accompanied with measures to align local incentives to maximize impact 
and should include an incentive mechanism related to sustainable capacity development for core 
local PFM officials; and (iv) future support efforts should explore expanding the scope of service 
delivery to include the business community. 
 
37. The validation supports the above lessons, and adds the following: 
 

(i) Sector lesson. Public sector finance and management programs could use 
information on transparency and accountability of government administration from 
institutions such as COA when designing and evaluating programs. These reports 
normally provide an indication of the state of the financial management of a country 
and its public sector entities. 

 
(ii) Results framework and methodology lesson 

(a) The impact level of the DMF could be connected to the results chain.  
Results-oriented outcomes are required to ensure that program success can 
be evaluated. Showing that outputs are achieved is not adequate to assess the 
entire performance of a systems development or policy initiative. For example, 
the outcome of this program required evidence that the service delivery in 
LGUs has improved. 
 

(b) Output performance measures could have been improved through the 
inclusion of (1) anti-corruption measures given that the risk of corruption was 
considered high in both subprograms and the country rates poorly on 
perceptions of corruption; and (2) strengthened internal and external audit 
functions to provide more transparency and accountability to government 
processes. 

 
C. Recommendations for Follow-Up 
 
38. The validation supports the three PCR recommendations that: (i) sustaining and 
expanding on reforms initiated under this program cluster be a priority of ADB and the 
government, and TA programs be used to help the government sustain and expand reform efforts; 
(ii) a TA, as part of the programmatic approach, be prioritized to support local business and 
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business climate reform as well as introducing a systematic framework for career development 
and assessment at the local level; and (iii) a program performance evaluation report be 
scheduled. The validation considers that the evaluation should occur in 2021 or 2022, not in 2020 
due to COVID-19 prioritization of efforts. Although evaluation should focus on the achievement of 
outcomes that demonstrate that the aim of the program has been achieved or on track to be 
achieved, it should also examine the extent to which the reforms are attributable to ADB support 
(i.e., ADB’s value add) along with the quality of the TA and the government’s engagement in the 
reform. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
39. The ADB fact finding and review missions, mostly conducted jointly with AFD, 
demonstrated that the timely and constructive partnership between both parties contributed to the 
success of the program. The ADB–ADF joint appraisal, reconnaissance, and pre-fact-finding 
missions were conducted in June 2012, February 2013, and April–May 2013. The ADB review 
mission (November–December 2014) concluded that the implementation of the policy triggers 
and milestones included in subprogram 2 was very substantive, and given similar progress in 
2015, the loan could be processed in 2016. The joint ADB–AFD review mission (April 2015) noted 
satisfactory progress towards the set of triggers and milestones, although some activities required 
sustained attention and improve interagency coordination to achieve the subprograms’ initial 
milestone targets. The joint review mission in December 2015 reported that the subprogram 2 
triggers and milestones had been completed with the support of TA programs from ADB and AFD, 
and other development partners, and that both agencies would continue to work with government 
with the aim of preparing for the loan approval in the fourth quarter of 2016. The reporting 
mechanisms established under the program should continue to provide the information necessary 
to assess the implementation and effectiveness of the reforms.  

 
B. Comments on Program Completion Report Quality 

 
40. The PCR is a detailed document that gives a good description of the need for the program, 
its design and formulation. It provided analysis of the program’s outcomes and output 
achievements, and the linkages between the two subprograms and the TAs that were used to 
help implement both programs. The PCR did not address the program’s risk or the mitigation 
strategies, which with the validation’s downgrade of the sustainability rating weakened the report 
quality. Additionally, the PCR text did not make its recommendations immediately clear. It would 
be advantageous if recommendations clearly state and explain what should be undertaken, 
by whom, and in what timeframe. Although the PCR does not provide clear attribution of success 
to ADB support through the PBL, TA, analytical work, policy dialogue, or project supervision, 
the validation assesses the PCR quality satisfactory.  
 
C. Data Sources for Validation 
 
41. Data sources used for this validation were the program’s reports and recommendation of 
the President and the attached program documents including the loan agreement, mission review 
reports and risk assessment and risk management plans, the PCR, and reports from the 
World Bank, the Philippines’ COA, and Transparency International. 
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D. Recommendation for Independent Evaluation Department Follow-Up 
 
42. The validation is of the same view with the PCR that a program performance evaluation 
report should be produced. The evaluation should occur in 2022 to evaluate the achievement of 
program outcomes. 
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