
The Philippines’ recent economic performance is marked by the success of its fiscal consolidation 
efforts. After the national Government’s budget deficit peaked at 5.3% of gross domestic 
product (GDP) in 2002, it launched a rigorous campaign to increase tax revenue and improve 
public expenditure management. Benefiting from a revised value-added tax with a higher rate 
and wider coverage, along with an aggressive focus on improving administration of the tax 
system and tight spending controls, tax revenue jumped 20% in 2006—equivalent to 1.3% GDP 
and the largest increase in a decade. As a result, the deficit was just 1% of GDP in 2006.

This success has the potential for high pay-back. First, it confirms the willingness and 
capacity of the authorities to deliver on a key item of the reform agenda (tax), and raises 
confidence that similar progress can be made in other areas. Second, it has boosted market 
perceptions of the economy, with interest spreads declining sharply, international rating agencies 
upgrading their outlooks, and the peso strengthening. Third, it opens fiscal and policy space for 
more attention to other constraints on higher growth and faster poverty reduction, especially on 
spending for public infrastructure, health, and education. Fourth, it has already triggered larger 
financial support from official development partners, including the Asian Development Bank 
(ADB), and will contribute to a healthier environment for private investment.

Many challenges remain, however, the most important being raising annual GDP growth 
beyond the current 5–6% range, to provide productive employment for the rapidly growing and, 
often underemployed, workforce. Reforms must be widened and deepened, and the low rate of 
investment must be reversed. The Philippines has become a leader in customizing—for its own 
circumstances—the global principles of the Paris Declaration (March 2005), which provides a 
framework for more effective development partnerships. The Philippines Development Forum 
(PDF), led by the Government, is the platform for this effort, involving intensive, year-round 
participation by an inclusive range of stakeholders to support the agenda.

Relationship with ADB
Uniquely, the Philippines is host to ADB and is a founding member and 11th largest shareholder. 
It is the fifth largest borrower, accounting for about 7% of total sovereign and nonsovereign 
lending, while it is also one of the largest clients for private sector lending and equity 
investments, and is a supplier, winning bids under ADB loans and technical assistance projects. 

In 2006, new lending commitments—at $650 million—were the highest since 1998. 
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Table 1. Philippines:  
Development Indicators
Non-MDG 

Population in millions 88.71 (2007)

Annual population  2.0 (2005–2007) 
 growth rate (%)

Adult literacy rate (%) 92.6 (2003)

Percent of population  63.0 (2006) 
 in urban areas

MDG 

Percent of population  13.2 (2003)  
 living on less than  
 $1 a day

Percent of population  33 (2006) 
 living below the  
 national poverty line

Under-5 mortality rate  32 (2006) 
 per 1,000 live births

Percent of population  85 (2004) 
 using an improved  
 drinking water source

MDG = Millennium Development Goal. 
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Basic Statistics 2008. Manila. 
UNESCO. 2008. Institute for Statistics Data  
 Centre. 
UNSD. 2008. Millennium Development 
 Indicators Database Online.



CSP in mid-2005, ADB’s Board of Directors noted that new lending 
commitments could be in the range of $0–$1.5 billion for the 
3-year program period, depending on the pace and quality of 
fiscal consolidation and sector reforms. The approved new loan 
commitments for 2005–2006 totaled $830 million.

From 2007, ADB hopes to increase the proportion of 
new lending for investment projects. On the demand side, the 
Philippines’ success with fiscal consolidation has improved the 
opportunity for ADB to enlarge its support for project lending. On 
the supply side, ADB has improved its relevance and responsiveness 
to countries like the Philippines with new lending products that 
widen the type of expenditures that can be financed.

Impact of Assistance
Prior to the East Asian financial crisis in 1997, ADB supported 
large infrastructure projects, such as power, roads, and airports. 
Since the crisis, Philippines capacity to budget investment projects 
has been limited, and ADB responded by focusing support on 
reforms in key sectors, including power, finance, local government 
finance and budgeting, judicial reform, and microfinance. Since 
1998, 73% of new lending has been program loans, and two of 
the three new loans in 2007 were program loans. Much of the 
assistance is designed to address the challenge of reducing the 
fiscal imbalance.

The major impact of reforms in the areas of ADB’s support is 
likely to be revealed over time. However, the sharp improvement in 
the fiscal situation has already allowed the authorities to reorient 
priorities to more directly address poverty, joblessness, and limited 
access to services. Improved public expenditure management, a 
strengthened regulatory framework, greater certainty in the rule of 
law, and improved service delivery by local authorities are all areas 
being supported by ADB. As reforms gain traction, it is expected 
that investment will revive, jobs will be created, growth will 
accelerate, and faster inroads into poverty will be possible.

Significantly, ADB responded quickly to the devastation caused 
by a massive mud-slide in Southern Leyte, including a $3 million 
investment grant financed by the Japan Fund for Poverty Reduction 
for rehabilitation of infrastructure, markets, housing, clinics,  
and schools. At the national level, ADB is partnering with the 
United Nations Development Programme to support improved 
disaster risk management.

The Philippines portfolio has been transformed dramatically 
from one of ADB’s weakest several years ago to one of the 
best. Project components unlikely to deliver their expected 
outcomes have been redesigned or canceled; policy reforms 
have been accelerated to facilitate program loan disbursements; 
implementation oversight has been strengthened; portfolio reviews 
have been enhanced, and more attention is given to quality at entry 
for new activities. All of these actions mean fuller and faster delivery 
of project outputs to stakeholders.

In this context, 2006 was a stellar year. ADB’s disbursement 
of $836.63 million was the highest ever, resulting in the first 
positive net resource transfer of $268.45 million from ADB to the 
Philippines since 1997.

In response to assessments that ADB’s large program with 
the Philippines had yielded less than expected, and taking into 
account economic uncertainties, the Country Strategy and Program 
(CSP) for 2005–2007 was framed to make a significant break with 
past practice. In alignment with Philippine priorities, it has a tight 
strategic focus on fiscal consolidation, an improved investment 
climate, and the accelerated attainment of the Millennium 
Development Goals. There is greater selectivity of projects to be 
supported, and in order to accommodate political and economic 
uncertainties, no annual lending targets have been set. The CSP’s 
flexibility has served its purpose well, allowing patience in the 
ADB–Philippines partnership and ensuring new operations do not 
run ahead of the political, macroeconomic, and sector supports 
needed for sustainability and high impact. While endorsing the 

Table 2. Philippines: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 1,080 1,200 1,290 1,420 ...

GDP growth  
 (% change per year)

4.9 6.4 4.9 5.4 7.3

CPI (% change per year) 3.5 6.0 7.6 6.2 2.8
Unemployment rate (%) 11.3 11.8 11.5 8.0 7.3
Fiscal balance (% of GDP) -4.6 -3.8 -2.7 -1.1 -0.2
Export growth  
 (% change per year)

2.7 9.8 3.8 15.6 6.0

Import growth  
 (% change per year)

3.1 8.0 8.0 10.9 8.1

Current account (% of GDP) 0.4 1.9 2.0 4.5 4.4
External debt (% of GNI) 73.2 65.4 57.9 47.2 ...

... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources: ADB. 2008. Asian Development Outlook 2008. Manila. 
 World Bank. 2008. Global Development Finance Online. 
 World Bank. 2008. World Development Indicators Online.

Table 3. Philippines: 2007 Loan, TA, and Grant Approvals  
($ million)

Loans

Sovereign Nonsovereign TA Grants Total

583.80 – 2.65 9.00 595.45

– = nil.

Cumulative Lending (as of 31 Dec 2007) : $9,832.83 million
Cumulative Disbursements (as of 31 Dec 2007) : $7,536.31 million

Table 4. Philippines: Cumulative ADB Lending  
as of 31 December 2007
 
 Sector

Loans 
(no.)

Amount  
($ million)

 
%a

Agriculture and Natural Resources 47 1,572.26 15.99
Education 8 252.06 2.56
Energy 28 2,733.60 27.80
Finance 21 1,166.00 11.86
Health, Nutrition, and Social Protection 6 317.41 3.23
Industry and Trade 12 225.82 2.30
Law, Economic Management, and  
 Public Policy

3 553.00 5.62

Multisector 28 1,175.76 11.96
Transport and Communications 26 1,105.85 11.25
Water Supply, Sanitation, and  
 Waste Management

20 731.06 7.43

Total 199 9,832.83 100.00

a Total may not add up because of rounding.



Future Directions
A Country Partnership Strategy (CPS) 2008–2012 will be prepared 
and will build on the binding constraints format of the existing CSP. 
The CPS is likely to include a higher proportion of project lending, 
made possible by (i) the national Government’s improved budget 
position, (ii) the Government’s renewed prioritization of public 
infrastructure and social sectors, (iii) the use of ADB’s new lending 
modalities, and (iv) the adoption by ADB of more liberal cost-
sharing for project lending.

Operational Challenges
ADB’s engagement with the Philippines will continue to be linked 
to the pace of fiscal consolidation and sector-specific reforms. 
Subsequent reforms can be expected to be more difficult to frame 
and implement, with implications for ADB’s ability to maintain 
high lending levels. As such, ever more focus may fall on non-
lending supports. For project lending, opportunities for ADB 
to support more investment projects will depend on sustained 
fiscal reform, as this will determine the degree of budget cover 
available. For example, notwithstanding the excellent progress on 
deficit reduction, the agenda remains daunting if the effort is to 
be sustained as the tax–GDP ratio needs to be increased further, 
requiring difficult decisions on new taxes and more vigorous action 
to improve tax administration. It also requires an improvement 
in the operations of Government-owned corporations, the 
implementation of civil service reforms, and a wider application of 
the new procurement process to reduce leakage. ADB’s program is 
crafted to support these initiatives.

Partnership
ADB’s financial and technical resources will complement those 
from development partners, under the paradigm of “moving from 
coordination to cooperation.” The range of development partners 
is widening to include more intensive dialogue with civil society, 
members of Congress, and the private sector. In conjunction with 
its lending program, ADB will continue to pursue cofinancing from 
other official and commercial sources, and private sector partners.

ADB works closely with the World Bank and Japan Bank for 
International Cooperation through joint portfolio reviews and 
regular technical working group meetings. ADB is working with the 
Government and other development partners on the commitments 
made under the Paris Declaration on Aid Effectiveness (March 
2005). To reduce the Philippine transaction costs of dealing with 
development partners, ADB is implementing a technical assistance 
project on Harmonization and Management for Development 
Results, focused on financial management, audit, gender, 
environment assessment, resettlement, and procurement.

ADB cooperates extensively with civil society organizations 
in the Philippines to strengthen the effectiveness, quality, and 

Table 7. Cumulative Nonsovereign Operations Portfolio 
Distribution by Top Countries, 1983–2007

 
Country

 
No. of Projects

Total ADB Approvals 
($ million)

India 33 1,400.73
People’s Republic of China 20 1,290.02
Indonesia 16 824.15
Pakistan 27 721.38
Kazakhstan 5 550.00
Philippines 26 448.15
Thailand 10 318.53
Viet Nam 8 300.00
Sri Lanka 13 280.08
Bangladesh 8 242.18
Other DMCs 26 438.20
Regional 36 849.57

DMC = developing member country.
Source: ADB. 2007. Statistical Database System.

Table 5. Philippines: Project Success Rates
 
 

By Sector

 
 

Percentage

No. of Rated  
Projects/ 
Programs

Agriculture and Natural Resources 38.5 26
Education 0.0 5
Energy 62.5 16
Finance 56.3 16
Health, Nutrition, and Social Protection 66.7 3
Industry and Trade 0.0 2
Law, Economic Management, and Public Policy 0.0 1
Multisector 46.2 13
Transport and Communications 52.9 17
Water Supply, Sanitation, and  
 Waste Management

46.2 13

Total 46.4 112

By Year of Approval

1970s 51.5 33

1980s 37.5 32

1990s 47.6 42
2000s 66.7 3

Table 6. Philippines: Portfolio Performance Quality Indicators 
for Sovereign Lending, 2006–2007
Number of Ongoing Loans  
(as of Dec 2007)

18

2006 ($ million) 2007 ($ million)

Contract Awards/Commitments 844.13 373.93
Disbursements 832.98 419.17
Loans at Risk (%) 9.5 11.1

sustainability of the services it provides. For example, ADB is 
providing health and safety nets to poor female market vendors 
in several communities in Mindanao through a project run by 
the Notre Dame Foundation for Charitable Activities–Women in 
Enterprise Development, a nongovernment organization (NGO). 
The NGO is providing infant day-care facilities, basic health care for 
mothers and children, and washing and storage facilities.



About the Philippines and ADB
The Philippines is the eighth largest shareholder among regional members and 
the 11th largest overall.

ADB Membership
Joined 1966
Shares held 84,304 (2.38%)
Votes  97,536 (2.20%)

Marita Magpili–Jimenez is the Executive Director and Sibtain Fazal Halim  
is the Alternate Executive Director representing the Philippines on the ADB 
Board of Directors.

Neeraj Jain is the ADB Country Director for the Philippines. The Philippines 
Country Office (PhCO) was opened in 2001 and provides the primary 
operational link between ADB and the government, private-sector, and civil-
society stakeholders in its activities. PhCO engages in policy dialogue and acts 
as a knowledge base on development issues in the Philippines.

The Philippine government agency handling ADB affairs is the Department  
of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the 
region and 19 from other parts of the world. ADB’s main instruments for 
helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance (TA). Over the last  
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion,  
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

Contacts
Philippines Country Office
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 683 1000
Fax +63 2 683 1030
phco@adb.org

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Department of Finance
6th Floor, Department of Finance Building 
Roxas Boulevard corner P. Ocampo Street
Metro Manila, Philippines
Tel +63 2 524 7011
Fax +63 2 527 4511
information@adb.org

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/philippines

Asian Development Outlook
www.adb.org/Documents/Books/
ADO/2008/PHI.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2007/

Depository Libraries
www.adb.org/Publications/
Depositories/phi.asp

In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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Cofinancing and Procurement 
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing of ADB 
projects. The additional funds are provided in the form of grants, 
official loans, or credit enhancement products. 

In 2007, the Integrated Coastal Resources Management 
Project was provided with a $9.0 million grant from the Global 
Environment Facility.

As of year-end 2007, cumulative direct value-added 
cofinancing for Philippines amounted to $2.7 billion for  
32 investment projects and $18.8 million for 27 technical  
assistance projects. A summary of investment projects with 
cofinancing is available at www.adb.org/Documents/Fact_Sheets/
Philippines/cofinancing.asp.

A summary of procurement contracts awarded to companies 
and consultants from the Philippines for goods and works, and 
consulting services can be found at www.adb.org/Documents/ 
Fact_Sheets/Philippines/procurement.asp.


