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Table 2. Philippines: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 1,030 1,020 1,060 1,170 …
GDP growth 1.8 4.4 4.5 6.0 5.1

(% change per year)
CPI (% change per year) 6.1 2.9 3.5 6.0 7.6
Unemployment rate (%) 11.1 11.4 11.3 11.8 11.4
Fiscal balance (% of GDP) -4.0 -5.3 -4.7 -3.9 -2.7
Export growth -16.2 9.9 2.7 9.8 3.7

(% change per year)
Import growth -13.3 6.3 3.1 8.0 7.4

(% change per year)
Current account -2.5 -0.5 0.4 1.9 2.4

(% of GDP)
External debt (% of GNI) 77.1 72.1 72.1 … …

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Philippines:
Development Indicators
• Population 85.2 million (2005)

2.26% growth per annum
(1990–2005)

• National poverty rate 30.4% (2003)
34% (2000)

• Population living on 14.1% (2003)
less than $1 a day 20% (1991)

• Under-5 mortality rate 34 (2004)
per 1,000 live births 63 (1990)

• Adult literacy rate 92.6% (2000–2004)*

94% (1990)
• Population in 48.1% (2000)

urban areas 47% (1990)
• Population with 85% (2002)

access to improved 87% (1990)
drinking water sources

* No single-year data is available. Data taken from
UNESCO Institute for Statistics website.

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.

www.adb.org/philippines

The Philippines made substantial progress in 2005 toward improving public
sector finances—its most urgent macroeconomic objective—as the
Government’s budget deficit declined to 2.7% of gross domestic product
(GDP) from 3.9% in 2004. As a leading indicator of the capacity to address the
broader economic development agenda, it helped improve investment
community perceptions of the country. It has also lowered borrowing costs,
creating an opportunity to boost spending in areas such as public
infrastructure, health, and education.

Of importance to the country’s development prospects is the way in which
the broad strategic thrusts and priorities of the Administration’s Medium-Term
Philippines Development Plan 2004–2010 have been endorsed and are being
supported by development partners.

The Philippines Development Forum, in which ADB is an active participant,
is a primary mechanism for facilitating substantive policy dialogue among an
inclusive constituency of stakeholders in the country’s development agenda.
Involving the three branches of government, the private sector, civil society,
academia, and bilateral and multilateral development partners, the Forum is
the vehicle through which greater clarity has been achieved for addressing
key development constraints related to economic and fiscal reforms, the
Millennium Development Goals (MDGs) and social progress, Mindanao’s peace
and postconflict development, decentralization and local government, growth
and investment climate, governance and anticorruption, and sustainable rural
development.

The Medium-Term Philippine Development Plan acknowledges the need to
lift the annual GDP growth rate to 7–8% from the current 5%. Continued
macroeconomic and sector reform is needed to support this target and to
strengthen the economy’s resilience to external events, such as poor weather,
higher energy prices, and cyclical swings in global markets.



Relationship with ADB
The Philippines has a special relationship with the Asian
Development Bank (ADB), being the host country for
headquarters and supplying essential support for ADB to serve
its other members. The Philippines is a founding member of
ADB and the 11th largest shareholder. Since 1967 and up to
December 2005, 195 loans amounting to $8.8 billion have
been approved, along with 316 technical assistance (TA)
projects totaling $142 million. Cumulatively, Philippines is
ADB’s fifth largest borrower and TA recipient, and ADB’s
largest client for approved private sector loan, equity
investment, and guarantee operations.

In the wake of the 1997 financial crisis, ADB’s new
lending to Philippines was constrained by a lack of fiscal space
for investment spending. Tax revenues dropped sharply, and
interest on debt consumed about one third of total budget
spending in 2005. New lending was affected also by weak
implementation of ADB’s active loan portfolio, and a
mismatch between ADB’s loan products and the needs of a
country (like the Philippines) with access to international
capital markets. Each of these issues has been addressed.

The active public loan portfolio has been dramatically
transformed from one of ADB’s weakest to one of the best,
providing a platform for processing new projects. Similarly, the
Government’s success with fiscal consolidation has improved

the opportunity for supporting ongoing and proposed
projects. ADB has improved its relevance and responsiveness
to ordinary capital resources (OCR)-only borrowers by
introducing new lending products, widening the eligibility of
expenditures that can be financed, and shortening processing.

The Philippines’ Country Strategy and Program (CSP) for
2005–2007 also makes a significant break with the past. The
strategy is more focused, emphasizing fiscal consolidation, an
improved investment climate, and accelerated attainment of
MDGs; and there is greater selectivity of projects to be
supported. To allow for uncertainty in the pace and strength
of reforms, individual projects are not assigned to specific
years for processing. The partnership aligns with the
Philippines’ own strategic priorities, and uses a results
framework with more attention to outcomes and impact than
inputs and outputs. To accommodate fiscal constraints, most
support is proposed as policy-based loans, with investment
projects directed to “off-budget” agencies. Total amount of
new public sector lending could be as high as $1.5 billion
over the next 3 years.

Recent policy dialogue has stressed reforms covering
health, power, financial intermediation and regulation,
small- and medium-sized enterprises (SMEs) development,
governance and judicial independence and accountability,
and strengthening local government units.

Table 3. Philippines: Cumulative ADB Lending as of
31 December 2005

Loans Amount
Sector (no.) ($ million) %

Energy  27  2,283.6  26.0
Agriculture and Natural Resources  46  1,538.5  17.5
Multisector  28  1,175.8  13.4
Finance  21  1,166.0  13.3
Transport and Communications  26  1,105.9  12.6
Water Supply, Sanitation, and

Waste Management  20  731.1  8.3
Health, Nutrition, and Social Protection  6  317.4  3.6
Education  8  252.1  2.9
Industry and Trade  12  225.8  2.6
Law, Economic Management, and

Public Policy  1  3.0  0.0

TOTALa  195  8,799.0  100.0

a Total may not add due to rounding.



Table 4. Philippines: Improvement in Portfolio
Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 24.2 28.0
Project loans 14.4 12.8

Implied average implementation period
for project loans (years)a 7.4 7.4

Undisbursed loan balance
($ million) 739.7 631.9

Active loans (no.) 27 23
Projects at risk—(no.)b 3 1

% of loans in portfolio 11.1 4.3

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.

In 2005, ADB approved the Microfinance Program
($150 million) and the SME Support project ($25 million).
Three private sector operations were approved: the SME
project was complemented by a partial credit guarantee and
equity investment totaling $19.4 million and a $5 million loan
to support asset restructuring in a commercial bank. Seven TA
projects were approved for $4.6 million, and one Japan Fund
for Information and Communication Technology project for
$700,000. In October 2005, ADB successfully launched its
first Peso Bond on the local market, the first by a foreign
issuer, to fund asset restructuring in the local housing sector.

Impact of Assistance
The impact of ADB’s assistance is assessed in the Country
Assistance Program Evaluation (CAPE, 2003) of the Operations
Evaluation Department. The CAPE highlights that in the
aggregate ADB’s significant volume of support to Philippines
during 1986–2002 did not translate to a commensurate
level of intended outcomes. In keeping with the CAPE
recommendations, CSP lending is more prioritized and uses
relatively simple project designs.

ADB’s private sector operations in the Philippines since
1986 have had mixed results. For example, infrastructure
projects under the build-operate-transfer framework have
been successful; the North Luzon tollway project is an
excellent example. However, loans for water services and a
major air terminal in Manila were canceled before any
disbursements were made. There is strong synergy between
ADB’s public and private sector operations. For example,
public sector support for financial markets provided the
underpinning for a recent equity investment in the Local
Government Unit Guarantee Corporation, which facilitates
wider access to financial resources by local government units.

Future Directions
ADB’s future operations will contribute to an acceleration of
poverty reduction through
• support for deeper structural reforms—in the power

sector to enhance financial solvency, regulation, and

governance; in finance, to improve efficiency of
intermediation; and for local government units, to
strengthen fiscal management, capacity, and governance;

• private investment—to offset shortfalls in public
investment due to fiscal consolidation, while restoring
investor confidence, especially by strengthening
governance through legal and judicial reforms and
promoting infrastructure and finance development;

• the MDGs—through improved health sector
management and administration, water supply and
sanitation, microfinance and SME development, and
integrated coastal resource management; and

• mitigating geographic economic and social disparities—
through subregional development.

Operational Challenges
Over the next couple of years ADB’s engagement with the
Philippines will be linked to the pace of fiscal consolidation
and sector-specific reforms. While the Philippines entered
2005 on a fairly firm fiscal footing, strong management is
needed to ensure incremental tax revenues are realized from
recent policy changes. Improved performance of the main
revenue agencies will be critical.

In partnership with the Government’s oversight agencies,
ADB will pay close attention to the quality-at-entry of new
projects to protect the hard-won gains of portfolio quality.

To maintain its attractiveness as a development partner,
ADB will take every opportunity to minimize transaction costs
for its Philippine public and private sector counterparts. Some
of these efforts will flow from ADB-wide initiatives related to
new products and processes, which provide opportunities to
meet the changing demands of a middle-income borrower.

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.
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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 TA 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
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.

Cofinancing and Procurement
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
For every US dollar lent by ADB in 2005, cofinancing brought in an additional $1.27.

A summary of loan 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 related

services, civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Philippines/procurement.asp.

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/
2006/documents/phi.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

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

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 (2.385%)
Votes 97,691 (2.211%)

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

Thomas Crouch 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 dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.
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