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I. POVERTY IMPACT AND SOCIAL DIMENSIONS 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy 
The Local Governance Reform Sector Development Program is consistent with the Philippine Development Plan,  
2017–2022 and responds to the development priority of “ensuring people-centered, clean, and efficient governance”.a 
It responds to priorities addressing subsector outcomes of improved service delivery and enhanced administrative 
governance. The proposed program will support government efforts to strengthen local governance and improve local 
service delivery in the Philippines. It is also in line with the country partnership strategy, 2011–2016 and is included in 
the Asian Development Bank country operations business plan, 2019–2021.b 

B. Poverty Targeting 
 General intervention Individual or household (TI-H) Geographic (TI-G) Non-income MDGs (TI-M1, M2, etc.) 

The reform measures do not specifically target groups of beneficiaries by income or location. However, the proposed 
program will indirectly benefit poor and vulnerable groups who rely on services provided by the government. The 
proposed sector development program will strengthen local government institutions with activities to include:  
(i) strengthening the legislative and planning frameworks for improved and more inclusive service delivery;  
(ii) addressing weaknesses in public financial management (PFM) at the local government level to ensure resources 
are prioritized for the most vulnerable groups; and (iii) addressing financing constraints faced by local government units 
(LGUs), which can affect local infrastructure development, increase vulnerability to natural disasters and negatively 
affect the business climate. Such activities will have an indirect impact on poverty reduction by improving local 
government service delivery, including access to improved infrastructure and financial resilience from natural disaster 
shocks, which disproportionately affect the poor. 

C. Poverty and Social Analysis 
1. Key issues and potential beneficiaries. 
Strong economic growth in the past decade in the Philippines has contributed to a declining national poverty rate, which 
dropped an average of 1.2 percentage points per year over 2012–2015, reaching 21.6% in 2015. This decline is driven 
by increases in wage income and movement of workers out of primary production agriculture. Annual gross domestic 
product (GDP) growth averaged 5.4% over 2006–2015 and amounted to about 3.8% in per capita GDP growth, with 
annual population growth of 1.7%. However, the robust GDP growth and declining national poverty rate mask persistent 
and structural inequalities. The Gini coefficient that has remained at 45% since 2010 and signals slower progress in 
tackling inequality than regional peers. In 2015, 22 million people (more than one fifth of the total population) still lived 
below the poverty line. The rural poverty rate is three times that of urban areas with poverty rates exceeding 30% in 
parts of Eastern Visayas and Southern and Western Mindanao. Household survey data indicate that less than 10% of 
the country’s population is classified middle class. Progress has been made in key socioeconomic indicators, including 
increased school enrollment; improvements in access to water, sanitation, and electricity; and increased use of health 
services. Significant challenges remain, with high dropout rates in education, limited access to basic health services, 
and increased vulnerability to natural disasters and conflict, which trap the poor in entrenched cycles of poverty. The 
potential beneficiaries are the public, who will benefit through strengthened national and subnational responsibilities, 
improved PFM processes for better service delivery, and local government access to financing for infrastructure 
investments and financial protection from natural disaster risks. 
2. Impact channels and expected systemic changes.  
Poverty reduction is built into the proposed program through (i) sustained, equitable, and inclusive long-term economic 
growth built on improved PFM and LGU service delivery, and (ii) improved access to financing for LGUs to plan for 
infrastructure investments and natural disaster risks. Empirical studies support this causal chain, showing PFM 
improvements can have a direct impact on the quality of infrastructure and on poverty reduction. Access to financing for 
local governments can enable quicker recovery from natural disasters and have a positive impact for poor communities, 
more likely to be adversely affected by natural disasters.  
3. Focus of (and resources allocated in) transaction technical assistance or due diligence.  
The groundwork for the review of the Local Government Code of 1991 was provided under the Local Government 
Finance and Fiscal Decentralization Reform Program TA and Support to Local Government Accountability Systems 
TA.c,d The Local Government Finance and Fiscal Decentralization Reform Program TA completed a comprehensive 
review of the Local Government Code; an in-depth consultation process with key stakeholders, including leagues of 
local governments, national government agencies, the private sector, and civil society; and technical position papers on 
local government financing. TA for Strengthening Tax and Fiscal Policy Capacity for Inclusive Growth supported 
revenue-strengthening measures through support to Tax Reform for Acceleration and Inclusion Act, 2017 and reforms 
planned under the valuation reform act to mobilize property revenues via reforms in the schedule of market values.e 
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Due diligence for the program will include a PFM and program impact assessment, consultations with a gender expert 
to identify opportunities to mainstream gender elements at the local government level, and a comprehensive risk 
assessment and risk management plan.  
4. Specific analysis for policy-based lending. 
This program impact is likely to be high and have a positive effect in the medium term, given the longer time frames for 
PFM reforms. Improved decentralized service delivery outcomes of local governments can strengthen planning and 
execution functions and impact LGU funding for increased investments.  

II. GENDER AND DEVELOPMENT 

1. What are the key gender issues in the sector and/or subsector that are likely to be relevant to this project or program?  
The Philippines has a strong legal and policy framework for gender mainstreaming in all branches and levels of 
government. All LGUs are mandated to mainstream gender perspectives in: (i) local planning, programming, and 
budgeting; (ii) local legislation; and (iii) project development, implementation, monitoring, and evaluation pursuant to the 
Magna Carta of Women. LGUs are also required to align their efforts with the government’s commitments on Gender 
and Development (GAD) and international declarations.f Several pieces of legislation cover LGU duties in regard to 
gender issues, including the establishment of rape crisis centers in every province and city,g the role of barangays in the 
protection of victims of intimate partner violence,h and ensuring women’s representation in local councils.i However, 
these laws on GAD are not implemented effectively and resources are often misused for non-GAD related activities 
(e.g., beauty pageants). About 50% of local government personnel were female in 2010.  However, women only 
occupied 21% of local elected leadership positions in 2016. Women’s membership in local special bodies is high for 
local school boards (48%) and health boards (50%), but low in development councils (16%) and peace and order 
councils (30%). In times of disaster, women are often excluded from post-disaster programs that prioritize male heads 
of households. The program will support improvements in local government service delivery outcomes, including 
women’s voices in decision making and their access to services. Strengthening PFM and local bureaucracy may include 
prioritizing resources for improved gender outcomes in the budget process. Improving local government capacity to 
recover from natural disasters can support recovery for women and girls, who are at increased risk from natural 
disasters.   
2. Does the proposed project or program have the potential to contribute to the promotion of gender equity and/or 
empowerment of women by providing women’s access to and use of opportunities, services, resources, assets, and 
participation in decision making?  Yes  No 
The program has the potential to contribute to strengthening women’s voices in local decision-making and increasing 
access to improved local services. Due diligence will further assess entry points in both the policy and project 
components, including gender-responsive budgeting and effective use of insurance proceeds under the Philippine City 
Disaster Insurance Pool to respond to needs of women and marginalized communities. A social and gender impact 
assessment of local revenue mobilization and taxation-related reforms will be completed, capacity building will be 
provided to local government actors in participatory budgeting that integrates gender perspectives, and mechanisms to 
strengthen transparency and accountability for improved local service delivery will be delivered. 

3. Could the proposed project have an adverse impact on women and/or girls or widen gender inequality? 
 Yes  No 

4. Indicate the intended gender mainstreaming category: 
  GEN (gender equity)                       EGM (effective gender mainstreaming)   
  SGE (some gender elements) j       NGE (no gender elements) 

III. PARTICIPATION AND EMPOWERMENT 
1. Who are the main stakeholders of the project, including beneficiaries and negatively affected people? Identify how 
they will participate in the project design. 
Consultations were held during program design to conduct policy dialogue with stakeholders. Potential primary 
beneficiaries are Department of Interior Local Government, the Bureau of Local Government Finance, the Department 
of Budget Management and local government who will benefit from improved service delivery.   
2. How can the project contribute (in a systemic way) to engaging and empowering stakeholders and beneficiaries, 
particularly, the poor, vulnerable, and excluded groups? What issues in the project design require participation of the 
poor and excluded?  

Successful implementation of the program will result in LGUs being able to strengthen their PFM processes to align 
policy priorities to service delivery outcomes that respond to citizens’ needs (including vulnerable and poor populations). 
Consultations with groups on strengthening poverty programs will take place as PFM reforms are implemented to ensure 
improved service delivery outcomes and access to services have improved for these groups. 
3. What are the key, active, and relevant civil society organizations (CSOs) in the project area? What is the level of civil 
society organization participation in the project design?  

  Information generation and sharing   Consultation       Collaboration       Partnership 
4. Are there issues during project design for which participation of the poor and excluded is important? What are they 
and how should they be addressed?   Yes        No 

IV. SOCIAL SAFEGUARDS 

A. Involuntary Resettlement Category  A    B    C    FI 
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1. Does the project have the potential to involve involuntary land acquisition resulting in physical and economic 
displacement?   Yes         No     
2. What action plan is required to address involuntary resettlement as part of the transaction TA or due diligence 
process? 

 Resettlement plan                    Resettlement framework                       Social impact matrix 
 Environmental and social management system arrangement                   None 

B.  Indigenous Peoples Category   A    B    C    FI 
1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood 
systems, or culture of indigenous peoples?         Yes         No    

2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim, as their 
ancestral domain?    Yes        No    The program supports policy reform and capacity development. It does not 
involve any direct land-based activities. 

3. Will the project require broad community support of affected indigenous communities?   Yes     No  
The program supports policy reform and capacity development at the local government level.  

4. What action plan is required to address risks to indigenous peoples as part of the transaction TA or due diligence 
process? 

 Indigenous peoples plan      Indigenous peoples planning framework    Social impact matrix   
 Environmental and social management system arrangement                     None 

 

V. OTHER SOCIAL ISSUES AND RISKS 

1. What other social issues and risks should be considered in the project design? 

 Creating decent jobs and employment     Adhering to core labor standards     Labor retrenchment 
 Spread of communicable diseases, including HIV/AIDS     Increase in human trafficking   Affordability 
 Increase in unplanned migration      Increase in vulnerability to natural disasters   Creating political instability  
 Creating internal social conflicts      Others, please specify __________________ 

There are no other social issues and risks foreseen under the program. 

2. How are these additional social issues and risks going to be addressed in the project design? Not applicable. 
 

VI. TRANSACTION TA OR DUE DILIGENCE RESOURCE REQUIREMENT 

1. Do the terms of reference for the transaction TA (or other due diligence) contain key information needed to be 
gathered during transaction TA or due diligence process to better analyze (i) poverty and social impact, (ii) gender 
impact, (iii) participation dimensions, (iv) social safeguards, and (v) other social risks. Are the relevant specialists 
identified?  

 Yes    No  There is no need at present for additional due diligence. However, the advisory technical assistance 
that is supporting the government in implementing the agreed reforms has contingencies that will allow hiring of 
specialists if unforeseen issues arise. 
2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social, and/or 
gender analysis, and participation plan during the transaction TA or due diligence?   
Resources have been allocated to hire a gender expert to conduct gender analysis and promote mainstreaming of 
gender sensitivity in reforms and project activities.    

a Government of the Philippines, National Economic and Development Authority. 2017. Philippine Development Plan, 
2017–2022. Manila. 

b ADB. 2011. Country Partnership Strategy: Philippines, 2018–2023. Manila; and ADB. 2018. Country Operations 
Business Plan: Philippines, 2019–2021. Manila. 

c ADB. 2013. Philippines: Local Government Finance and Fiscal Decentralization Reform Program. 
https://www.adb.org/projects/44253-012/main#project-overview. 

d  ADB. 2016. Philippines: Support to Local Government Accountability Systems. https://www.adb.org/projects/44253-
014/main.  

e ADB. 2016. Philippines: Strengthening Tax and Fiscal Policy Capacity for Inclusive Growth. https://www.adb. 
org/projects/50331-001/main. 

f Government of the Philippines, Philippine Commission on Women. PCW-DILG-DBM-NEDA Joint Memorandum 
Circular 2013-01, Guidelines on the Localization of the Magna Carta of Women. https://www.pcw.gov.ph/law/pcw-dilg-
dbm-neda-joint-memorandum-circular-2013-01.  

g Government of the Philippines, Philippine Commission on Women. Republic Act 8505: Rape Victim Assistance and 
Protection Act of 1998. https://www.pcw.gov.ph/law/republic-act-8505.  

h Government of the Philippines, Philippine Commission on Women. Republic Act 9262: anti-violence against women 
and their children act of 2004 and implementing rules and regulations. https://www.pcw.gov.ph/publication/republic-act-
9262-anti-violence-against-women-and-their-children-act-2004-and-implementing-rules-and-regulations.  

i Government of the Philippines, Philippine Commission on Women. Republic Act 7160: Local Government Code of 1991 
An Act Providing For a Local Government Code of 1991". https://www.pcw.gov.ph/law/republic-act-7160. 

j  While the intended gender category for subprogram 1 is some gender elements, possibilities of elevating subprogram 
1 and having subprogram 2 as effective gender mainstreaming will be explored during due diligence. 
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