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SECTOR ASSESSMENT (SUMMARY): ENERGY 
 

A. Sector Performance, Problems, and Opportunities 
 
1. Challenges. In 2012, the Philippines spent about $12.6 billion in oil import, 14% more 
than 2011. This heavy dependence on imported fuels makes the country vulnerable to energy 
supply disruptions and global price fluctuations. Reliable and secure electricity services at 
competitive rates are essential to improving the investment climate, especially as the Philippines 
has one of the most expensive electricity in Southeast Asia—in 2013, residential consumer paid 
in excess of $0.25 per kilowatt-hour.1 The main drivers of the high tariffs are: (i) archipelagic 
geography and reliance on diesel generation; (ii) inefficient and small generation, transmission, 
and distribution systems in some areas; (iii) low investments in the sector, coupled with the high 
cost stranded investments made during the country’s power crisis in the 1990s; and (iv) cost 
reflective tariffs with no Government subsidies. The main challenge for the energy sector is to 
ensure sustainable and reliable supply at reasonable cost for the long-term. A problem tree 
summarizing the issues in the energy sector is on page 4 of this document. 

 
2. Updates on power sector reform. Severe power shortages in the 1990s brought in 
additional generation on take-or-pay contracts, the financial obligations of which became 
burdensome when expected demand growth did not materialize and the currency depreciated 
significantly as a result of the Asian Financial Crisis. Against this background, the Asian 
Development Bank (ADB) supported the Government’s power sector restructuring program, 
including the passage of the Electric Power Industry Reform Act in June 2001.2 The reform was 
designed primarily to improve the efficiency in the sector, encourage competition and reduce 
public debt. The main features of the reform include (i) a separate and privately operated 
transmission company; (ii) competing generation companies bidding into a spot market; (iii) all or 
part of the retail market being open to competition; and (iv) the establishment of an independent 
regulatory body. The implementation of the various elements of the reform outlined above was 
substantially delayed however. As a result real declines in electricity prices have yet to be 
achieved. By the end of June 2013, most of the generation of electricity was already in private 
hands while retail competition and open access commenced commercial operations in Luzon 
and Visayas on 26 June 2013 paving the way for effective competition in the sector. Moreover, 
competition in generation has also brought in strong investors’ interest in power generation, for 
conventional sources to meet increasing demands of a growing economy. But growing public 
concerns on social and environmental safeguards have curtailed the development progress of 
some of these projects.   
 
3. Emissions and energy security. As most fossil fuels are imported, carbon dioxide (CO2) 
emissions can be a proxy for measuring import dependency or lower energy security in the 
Philippines. Under a scenario of “business as usual” from 2007 to 2030, the power sector’s 
greenhouse gas emissions were to increase by 400%, from 26 tons of CO2 equivalent to 140. An 
alternative scenario with a net increase of emissions of only 15%–30% by 2030 is possible to 

                                                 
1
 The Visayas and Mindanao suffered power shortages in mid-2010 because the dependable capacity of 

hydroelectric plants declined. Self-sufficiency—the use of indigenous oil, coal, natural gas, geothermal, hydro, wind, 
solar, biomass, coco methyl ester, and ethanol—was 68.11% in 2011. As of December 2012, installed 
electricity-generating capacity was 17,025 megawatts. Fossil-fuel power plants are mostly on the Luzon grid; the 
Mindanao grid depends heavily on hydropower.  

2
  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster 

Loan to the Republic of the Philippines for Power Sector Development Program. Manila; ADB. 2002. Report and 
Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of the Philippines for 
the Electricity Market and Transmission Development Generation Project. Manila. 

http://www.adb.org/Documents/CSPs/XXX/default.asp
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achieve with a 10%–15% improvement in energy efficiency across all sectors and increased use 
of renewable energy. Energy efficiency is the key component of this alternative scenario. 
 
4.  Energy efficiency in the transport sector. About 70% of the imported fuel (about $9 
billion) is used by the transport sector. Transport sector energy consumption will continue to 
grow at an average annual rate of 3.2%, with road transport accounting for 90% of energy 
demand for transport by 2030. The tricycles, jeepneys, and buses, contributes a large portion of 
CO2 emissions, as 3.5 million registered motorcycles and tricycles release 10 million tons of CO2 
into the atmosphere each year and consume close to $2 billion worth of fuel. Electric vehicles are 
3–5 times more efficient than gasoline-powered vehicles, and use of electric vehicles by the 
public transport sector can save a significant portion of imported energy and improve energy 
security.  
 
5.  Renewable energy law and investment. The potential for renewable energy is high and 
the Government plans to triple renewable energy generation by 2030. The estimated potential for 
renewable energy (2011–2030) is 80 megawatt (MW) for biomass; 5,300 MW for hydropower; 
300 MW for solar; 70 MW for ocean power; 1,160 MW for geothermal; and 1,975 MW for wind. 
To catalyze investment in renewable energy, in 2008, the Government approved the Renewable 
Energy Law. The law provides for various incentives to encourage investments in the renewable 
energy sector.3 However, delays in the implementation of most of these incentives, has led to 
only a miniscule investment in the sector to date. For the desired objectives of the Renewable 
Energy Law to be achieved, a broad market transformation is needed. The transformation would 
involve adoption of large-scale new technology, more responsive regulation and consumer 
acceptance.  
 
6.  Electricity demand forecast. Total household consumption is expected to more than 
double under current energy policies, while adopting energy-efficiency standards could shave as 
much as 9.5% off residential power demand. In its 2012–2030 Philippine Energy Plan,4 the 
Department of Energy (DOE) forecasts average annual electricity demand growth of 4.79%, 
which means that the country will need to add 10,500 MW of generation capacity from 2013 to 
2030. 
 
B. Government’s Sector Strategy 

 
7. Government’s policy thrust is based on the following: (i) ensure energy security by 
expanded use of renewable energy and accelerated exploration of petroleum and coal; (ii) 
expand energy access; (iii) promote low-carbon future by making energy efficiency a way of life 
for Filipinos and promoting use of clean alternative fuels and technologies; (iv) climate proof the 
sector; (v) develop regional energy; (vi) promote investment in the sector; and (vii) identify and 
implement sector reforms.  
 
8.  The Government also aims to achieve universal access to modern electricity services 
with a target of 90% household electrification by 2017 by connecting about 1.5 million 
households. To continue its policy intent of effective competition and optimum investments, the 
Government plans to undertake an expert review of the performance of the Electric Power 
Industry Reform Act, and make appropriate changes that will support achieving the 
Government’s principal objectives of reform and creating consumer benefits.  

                                                 
3
  The incentives include a renewable energy certification scheme, feed-in tariffs, renewable energy portfolio 

standards, net metering schemes, priority dispatch options, and support for renewable energy host communities. 
4
 Available at: http://www.doe.gov.ph/PEP/ 
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9. Fueling sustainable transport. The DOE has aggressively introduced alternative fuels 
including the use of liquefied petroleum gas and compressed natural gas (CNG) to diversify 
tranpsort fuel resources and decrease emissions. The DOE plans to implement a CNG refilling 
station in Metro Manila by 2015. The DOE has a comprehensive Government program to lessen 
dependence on oil, and encourage migration from gasoline- and petrodiesel-fueled vehicles to 
low- and zero-emission vehicles. This will accelerate the promotion of alternative fuels, as well as 
new technologies such as electric buses, cars, jeepneys, and tricycles. The DOE has set a target 
for 30% of all public vehicles running on alternative fuels nationwide by 2030, and targets by 
2015: 1,000 CNG buses, 100 CNG taxis, 20,000 auto-liquefied petroleum gas, and 50,000 
e-trikes. 
  
C. ADB Sector Experience and Assistance Program 

 
10. ADB is a lead development agency in the Philippine energy sector. Since 1971, ADB has 
provided 31 loans totaling $3.26 billion and 40 technical assistances ($20.6 million) to the energy 
sector. In 2009, ADB approved a loan and grant for the Philippine Energy Efficiency Project that 
implemented comprehensive energy efficiency programs and a range of pilot projects that will be 
scaled-up with concessional financing in the future.5 Through its Private Sector Operations 
Department, ADB has provided financial support for the (i) acquisition and rehabilition of the 600 
MW Masinloc coal-fired power plant in 2008 and (ii) construction of a 200 MW base load 
coal-fired power plant in Visayas in 2009.6 
 
11. The supply of sustainable, reliable electricity from diverse sources and broad-based 
energy efficiency programs are particularly important for promoting sustainable growth in the 
Philippines. ADB's strategy is based on an assessment of current sector issues, the Philippine 
Development Plan, 2011–2016, and ADB’s Energy Policy. 7  The program addresses the 
recommendation made in the country assistance program evaluation regarding the need to 
expand support for more efficient energy use and enhanced capacity in generation using 
renewable energy.8  With the Philippines’ success in securing $250 million from the Clean 
Investment Funds, the prospect of immediate scale up of current energy efficiency initiatives 
makes the Philippines ready for large scale climate mitigation projects, especially using 
concessional resources from the newly established Green Climate Fund.  
 
12. ADB will (i) continue to support power sector restructuring through private sector lending; 
(ii) build regulatory capacity to ensure that regulatory decisions balance investor and consumer 
interests; (iii) support the development and use of low-carbon fuel and technology alternatives to 
improve long-term energy security and reduce short-term pollution and health problems; (iv) 
promote renewable energy and energy efficiency through public or private sector lending; and (v) 
support household and rural electrification programs. A sector results framework (page 5) 
summarizes the country outcome, country sector outputs, and ADB sector operations. 

                                                 
5
 ADB. 2009.  Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Republic of the Philippines for the Philippine Energy Efficiency Project. Manila.  
6
 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 

of the Philippines for the Acquisition and Rehabilitation of the Masinloc Coal-Fired Thermal Power Plant. Manila; 
ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 
of the Philippines for the Visayas Base-Load Power Development. Manila. 

7
 ADB. 2009. Energy Policy. Manila. 

8
 ADB. 2008. Country Assistance Program Evaluation: Philippines—Increasing Strategic Focus for Better Results. 

Manila. 
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Problem Tree for Energy Sector 
 
 

Effects

Causes

Sub-causes

Core Problem Unsustainable energy use

(status quo) 

Patterns of power usage (supply 

and demand) not sustainable

Emissions to increase 

by many times by 2030
Risk of high energy price and 

shortage

Long-term impact on 

economic growth and 

investments

Risk of slowing 

economic growth and 

lower quality of life

Contribution to global

 warming and sea 

level rise in 

archipelagic areas

Growing peak demand in all 

regions 

Natural disasters and 

associated losses of 

lives, crops and 

quality of life

Lack of investment in 

indigenous renewable 

energy

Small market for 

renewable energy and 

high margin making 

retail price 5 times 

wholesale

Market expecting 

more price 

incentives

High local prices for 

renewable energy

Consumers unaware 

of daily energy 

savings potential

Old, inefficient 

appliances in use

Inefficient use of fuel by individuals 

and mass transport systems 

Using diesel or gasoline 

requiring more primary 

energy per kilometer 

travelled

tricycles, Jeepneys, and 

buses use old, inefficient 

energy conversion 

technology

Poor investment in the sector

Fragmented 

market and 

low 

technology 

penetration

Very old and 

inefficient used 

engines 

imported on a 

large scale

Lack of credible, 

proven market 

model for newer 

technologies

High entry cost 

and lack of 

large projects 

blocking 

adoption of 

new fuels

Lack of finance 

and adoption of 

old technology 

by incumbent 

suppliers

Low awareness 

and low capacity 

to adopt new 

technology

Lack of financing for market 

transformation

Heavy reliance on 

imported fuel

Absence of credible 

product labeling

Market failure in 

solar rooftop 

despite falling 

prices 
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Sector Results Framework (Energy Sector, 2011–2016) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector 
Outcomes with 

ADB 
Contribution 

 
Indicators with 

Targets and 
Baselines 

 
 

Sector Outputs with 
ADB Contributions 

 
Indicators with 

Incremental 
Targets  

 
 
 

Planned and Ongoing ADB Interventions 

Main Outputs 
Expected from 

ADB 
Interventions  

Ensure reliable 
and secure 
supply of electric 
power at 
competitive 
rates   
 
 
 
 
 
 
 
 
 
 
 
 
 
Reduced energy 
consumption 
from  
environmentally 
unsustainable 
energy sources 
and improved 
energy 
efficiency 

90% household 
electrification by 
2017 (2010 baseline: 
74%) 
Current values: 
2011 = 74.78% 
2012 = 77.6%  
 
 
 
 
 
 
 
 
 
 
 
 
Share of biofuels in 
total fuel 
consumption 
increased, with 
share of biodiesel 
increased from 2% 
in 2010 to 5% in 
2016 and share of 
bioethanol increased 
from 5% in 2010 to 
10% in 2016 
Philippine transport 
sector emissions 
reduced by 
259,007.5 tons in 
2015 (2010 baseline: 
1,870,000 tons) 
Current values: 

Continued structural 
reforms and 
expanded power 
supply  
 
Diversified power 
sources, especially in 
Mindanao 
 

Effective consumer 
participation in key 
decisions 
 

Review of power 
reforms, performance 
assessment and 
alignment with current 
incentives  
 
Increased 
development and 
utilization of 
renewable energy, 
environmentally 
friendly alternative 
energy sources; and 
improved energy 
efficiency 
 
Domestic electric 
tricycle industry 
established 

At least 10% of 
power traded in 
the wholesale 
electricity spot 
market 
 
No regulatory 
lags 
 
Consumer 
consultative 
group 
established to 
support ERC 
 
 
 
 
 
100% increase in 
renewable- 
based 
electricity-genera
ting capacity in 
10 years from 
2014 
Renewable 
energy share 
increased to 40% 
by 2016 (2009 
baseline: 32% of 
installed 
capacity) 
Current values: 
2011=40.36% 
2012=not yet 
available 

Planned key activity areas 

Expanded power supply and rural electrification  
 
Pipeline projects 

PATA: Review of Philippine Power Sector Reform 
(2013: $1.0 million) 
 
Ongoing projects 

CDTA: Air Quality Management for the Visayas 
Base-Load Power Development Project (2013: $1.0 
million) 
PATA: Consumer Protection in a Competitive 
Electricity Market with Open Access (2012: $0.5 
million from EAKPF) 
PPTA: Single Well Engineered Electrical Turbine 
System Geothermal Power Project (2011: $0.43 
million)  
 
 
Planned key activity areas 

Energy efficient vehicles, renewable energy 
 
Mainstreaming roof-top solar power and energy 
efficiency in public buildings (2014: $2 million) 
 
Roof-top solar power and building efficiency  
investment with Clean Technology Fund (2014: $150 
million)  
 
Pipeline projects 

Nonsovereign: Renewable Energy Project (2014: $75 
million) 
 
Ongoing projects 

Market Transformation through Introduction of Energy 
Efficient Electric Vehicles (2012: $300 million) 
Philippine Energy Efficiency Project (2009: $31.1 

 
200 MW 
developed with 
ADB financing  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Peak load power 
reduced by at 
least 300 MW in 
2012 from 2008 
 
20% savings  in 
energy used in 
public buildings in 
2012 compared 
with 2008 
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Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector 
Outcomes with 

ADB 
Contribution 

 
Indicators with 

Targets and 
Baselines 

 
 

Sector Outputs with 
ADB Contributions 

 
Indicators with 

Incremental 
Targets  

 
 
 

Planned and Ongoing ADB Interventions 

Main Outputs 
Expected from 

ADB 
Interventions  

2011 & 2012 = no 
data 
Note: Reductions in 
transport sector 
emissions are 
expected starting 
2014 with start of 
operation of electric 
tricycles in the 
Philippines. 

  
100,000 electric 
tricycles 
operating in the 
Philippines by 
2016 
Current values: 
2011 & 2012 = 
no data 

million) 
 
PPTA on Mitigation of Climate Change through 
Increased Energy Efficiency and the Use of Clean 
Energy (2010: $0.925 million) 
 
PATA on Rural Community-Based Renewable Energy 
Development in Mindanao (2011: $2 million) 

ADB = Asian Development Bank, CDTA = capacity development technical assistance, EAKPF = East Asia and Knowledge Partnership Fund, ERC = Energy 
Regulatory Commission, MW = megawatt, PATA = policy and advisory technical assistance, PPTA = project preparatory technical assistance. 


