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ADB-Philippines Development Partnership 
 

As a long-term development partner, living and working in Manila, ADB understands the 
challenges and shares the aspirations of achieving a Philippines free of poverty. We are 
committed to working with all Filipinos to move more rapidly to this goal. 
  

EXECUTIVE SUMMARY 
 

Circumstances coalesce to provide an opportunity to revitalize the ADB-Philippines 
development partnership. The second Arroyo administration has settled in though economic and 
political vulnerabilities remain. In the first year of its new term the Government has shown strong 
ownership and commitment to formulate and implement a conducive macroeconomic 
management framework for achieving its development agenda.  A beginning has been made to 
reduce the consolidated fiscal deficit through a combination of new revenue measures, 
improved tax administration and actions to address inefficiencies of government corporations, 
especially in the power sector. The new strategy capitalizes on this framework, the 
Government’s Medium-Term Philippine Development Plan for 2004-2010, and derives from 
lessons-learned that flow from recent evaluations of the effectiveness of ADB’s past operations.   

 
The strategy will benefit from ADB’s emerging responses to addressing in new ways 

challenges faced by middle-income countries. The Philippines has crossed the threshold of per 
capita incomes (beyond ADF norms of $925 in 1997 prices) but exhibits high poverty incidence. 
Growth has been stifled by the weak investment climate, distortions in industrial 
competitiveness, and governance problems in the administration and regulatory frameworks.  
The ADB-Philippines partnership is defined in the context of the emerging managing for results 
framework and application of best development practice coupled with the anticipated adoption 
of new financial approaches and modalities as well as new cost eligibility sharing arrangements.  
The strategy reinforces and complements support from other development partners, and 
corresponds to the capacity and comparative advantage of ADB to deliver its program.    
 
 The strategy builds ADB’s responses cautiously on the changing economic scenario. 
There is cause for optimism on grounds that fiscal reforms are being legislated and efforts 
launched to address sector reforms to revitalize infrastructure.   However, the pace of reforms 
has yet to gain full momentum and in some areas structural reforms have yet to unfold to take 
stronger hold.  In this emerging situation ADB has discussed engagement for a 3 year CSP 
which aims to be fiscally-responsive and investor friendly by addressing the country’s short, 
medium, and long-term structural reforms in key sectors.  In addition to these broad objectives, 
the CSP proposes selective project interventions—health, water supply, slum upgrading, and 
SME development—to support progress toward MDG targets and poverty reduction. 
 

Foremost, the CSP aligns with the priorities of the Government, supporting the focus on 
“fiscal responsibility” and the need to act urgently before the narrowing window of opportunity 
precludes effective corrective measures. The fiscal imbalance affects all aspects of the ADB-
Philippines partnership, and requires ADB to eschew a “business as usual” approach. For 
example, the persistent annual negative net resource transfers since 1998 from ADB to the 
Government, despite evident large financing needs, reflects ADB’s difficulty to respond to a 
client in fiscal stress. Second, the CSP supports development of an enhanced investment 
climate and improved governance, as a necessary complement to the constraints on public 
spending. Policy engagement will stimulate private activity and improve productivity and 
competitiveness. ADB’s public sector operations support reforms that improve the fiscal outlook, 
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investment climate, governance and the judicial system, while private sector operations will help 
mobilize resources into the improved business environment. Thus, ADB’s public and private 
sector operations will be catalytic and reinforcing.   Third, the CSP supports faster achievement 
of the Millennium Development Goals. Fourth, the CSP aligns ADB’s operations with 
Government priorities, as well as with the operations of other development partners, to ensure 
synchronized and coordinated responses that reinforce economy-wide structural reforms. The 
CSP for Philippines contextualize the focus of ADB’s Poverty Reduction Strategy on pro-poor 
sustainable growth, good governance, and inclusive social development.   
 

The CSP enhances the quality of the ADB-Philippines partnership to accelerate poverty 
reduction. It rests on embodying a break with past practice. First, the CSP has greater strategic 
focus. Second, it adopts tighter selectivity for operational activities—a clear set of criteria 
determines what activities qualify for ADB support. Third, it emphasizes quality-at-entry for all 
new activities. Fourth, it is anchored in a results framework. The CSP process involved high 
levels of rigor and participation, based on relevant facts and significant issues; the product 
introduces significant change in the mode of engagement. 

 
Enhancing the Quality of the ADB-Philippines Partnership for Poverty Reduction:  

Areas for Continuity and Change 
 

Partnership Item Lessons Learned 
 

CSP Response 

Strategy Past strategies have been 
appropriate and relevant, but … 

Continue high level of participatory dialogue to validate 
ADB’s results based approach 
Continue to broaden stakeholder participation 
Continue to ensure alignment with Government’s 
strategy  
Continue to reflect findings of operations evaluations 
 

 … development impact is not 
commensurate with the high level of 
financial support 

Continue analytical and knowledge products to support 
to enhance likelihood of success in priority areas 
Change to more flexible strategy formulation 
Change to greater focus, selectivity, and quality at 
entry 
Change to results-based framework 
 

Program High attrition (programmed loans vs. 
approved loans) incurs high cost for 
Government and ADB 
 
 

Change to more robust screening of new entries to the 
program at an early stage 
Change to no PPTAs without assurance from all 
stakeholders of the priority of the project and intent to 
mobilize financing 

 Lower lending levels reflect lower 
absorptive capacity and demand for 
new products 
 

Continue to promote full range of products 
Continue to clean up existing portfolio to allow new 
lending 
Change to activities, including new client partnerships, 
to enhance absorptive capacity 
 

Portfolio Quality-at-entry is necessary (but not 
sufficient) for high development 
impact 
 

Continue to ensure loan and TA approvals do not run 
ahead of the political, sector, and macroeconomic 
supports 
Continue intensive and frequent joint portfolio reviews 
 

 
 
 
 
 

Maintaining a quality portfolio is staff 
intensive 
 

Continue to manage the portfolio as an on-going 
process and not as a series of events 
Continue to assign appropriate priority and staff 
resources to portfolio management 
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 ADB assistance for fiscal consolidation, an improved investment climate, strengthened 
governance and judicial system, and the Millennium Development Goals, will involve support for  
  

• deeper structural reforms—(i) in the power sector to enhance financial solvency, 
regulation, and governance; (ii) in finance, to improve efficiency of intermediation; 
and (iii) 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 (i) strengthening 
governance through legal and judicial reforms; and (ii) promoting infrastructure 
and finance development; 

• the Millennium Development Goals—through (i) improved health sector 
management and administration; (ii) water supply and sanitation; and (iii) micro-
finance, and small and medium enterprise development; 

• mitigating economic and social disparities—through sub-regional development, 
which will be reinforced by ADB’s Regional Strategy and Program. 

 
The support will be provided by  
 

• investment lending that does not encroach on national Government finances; 
• policy lending for sector reforms. This will depend on a conducive macro-

economic environment and commencement of substantive sector reforms; it will 
not run ahead of the necessary political cover, macro-economic fundamentals, 
and sector readiness; 

• Use of ADB’s sub-sovereign, own recourse, and guarantee operations and 
private sector instruments; 

• new financial instruments, approaches, and new procedures being adopted by 
ADB, including those being considered under the innovation and efficiency 
initiative;  

• Technical assistance for knowledge management products. 
 
The CSP’s three year coverage is flexible: rapid fiscal consolidation will diminish 

uncertainties sooner and a medium-term CSP will be produced earlier. The reverse holds for 
less successful fiscal consolidation.   The CSP’s results framework will assist in determining 
timing for a medium-term CSP.   

 
Over the three years, ADB’s lending scenario is critically linked to the pace of fiscal 

adjustment and sector reforms which help to reinforce and contribute to alleviate the fiscal 
burden by reducing the key sectors reliance on budget for financing their operations and 
investments as well as strengthening Local Government’s public finances.  ADB, the World 
Bank, and IMF, have reached a common understanding of the fiscal consolidation process. 
Since the Government has taken adequate tax measures including reforms of VAT to lead to 
fiscal sustainability, ADB’s lending level support the upfront fiscal adjustment while reinforcing 
additional measures to feed into fiscal consolidation.  Subject to continued improvements in 
fiscal consolidation process, ADB is contemplating lending levels could rise to the range of $1-
$1.5billion to be supported sequentially by a set of cluster program loans during 2005-2007. The 
shift of the Philippines towards normal operations and the processing of projects that rely on 
budgetary resources would depend on the size of the actual adjustment effort achieved over 
2005-2007 relative to 2004.   
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 The CSP has six chapters: (i) the introduction provides its rationale, summarizes the five 
thematic assessments supporting its preparation, and describes stakeholder participation; 
(ii) chapter 2 reviews experience and lessons of the ADB-Philippines partnership; (iii) chapter 3 
describes the development context, and the major constraints to more rapid poverty reduction; 
(iv) chapter 4 provides the strategy and program, coordination with development partners, and 
the results-based management framework; (v) chapter 5 assesses risks to implementation and 
achievement of outcomes; and (vi) chapter 6 considers the resources needed to deliver the 
CSP.  
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I. INTRODUCTION 

 
A. The Rationale for the Country Strategy and Program 
 
1. The Asian Development Bank (ADB) Country Strategy and Program (CSP) for the 
Philippines benefits from longer term considerations of the Government’s Medium-Term 
Philippine Development Plan, 2005-2010 (MTPDP) and its commitment to the Millennium 
Development Goals (MDGs).  The CSP’s three-year horizon responds to the economic and 
political uncertainties facing the country but does not limit the long term perspective on the ADB-
Philippines partnership. The CSP, expected to be flexibly implemented, aims to help the country 
reinforce its fiscal consolidation program, while reducing poverty and regional imbalances.  The 
three-year CSP is a phase in the calibrated, continuous engagement to enhance ADB’s client 
responsiveness and increase flexibility in the face of uncertain and unfolding circumstances.  
The deepening fiscal consolidation will enable smooth transition to a medium-term CSP once 
circumstances are assessed as conducive for more detailed prescription of our partnership. 
 
2. To enhance effectiveness and impact of the ADB-Philippines partnership, the CSP 
introduces sharper focus, greater selectivity, and incorporates a tailored level of results-based 
design.   
 
3. First, the CSP 2005-2007 ensures pertinent focus. Six thematic constraints impair the 
Philippines capacity to reduce poverty more rapidly: (i) fiscal imbalance; (ii) weak investment 
climate; (iii) inadequate infrastructure; (iv) poor management of assets, land, and resources; (v) 
low institutional capacity; and (vi) geographical inequalities. Although each is relevant to longer 
term prospects, in view of the present economic distress, over the next three years the CSP  
concentrates on addressing two principal constraints i.e. uncertainty of the budget outlook, and 
the investment climate.  Tighter focus in these two areas will eventually help the Government 
reduce poverty as well as support faster achievement of the MDGs. Appendix 1 assesses 
progress and prospects for the MDGs in the Philippines. 
 
4. Second, the CSP incorporates enhanced relevancy and greater selectivity by 
supporting activities likely to have most impact on the two pre-eminent constraints. To 
effectively address these constraints, the CSP will intensify its policy engagement in three broad 
areas: power sector, financial markets, and governance including reforms of local government 
and the judicial system.  High policy engagement in these areas would manifest itself in 
program loans, while supporting the Government’s fiscal responsibility program.  At the project 
level, the CSP advocates withdrawal from a number of sectors in which ADB has traditionally 
been involved, such as livestock, agro-processing/agro-business, secondary ports, rail 
construction/operations, non-formal education, solid waste management, and tertiary education 
among others, and confining support for MDGs through either support for SME and 
microfinance development, rural infrastructure development and water supply services to the 
extent that government corporations are able to directly borrow and have capacities to deliver 
the services.  
 
5. Third, for managing for development results (MfDR), the CSP marks a clear shift from 
the focus of past strategies on inputs, activities and outputs to considering outcomes and 
impact. However, due to its 3-year span, the CSP’s shift to MfDR is necessarily less dramatic 
than will be the case for a medium-term CSP. The CSP provides (i) a set of metrics to monitor 
Government’s and ADB’s progress; (ii) mechanisms to determine what types, the size, and 
timing of ADB’s interventions; and (iii) a mechanism for moving to a medium-term CSP. These 
three items aid decision-making related to “doing the right things”. At a greater level of 
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specificity, ensuring that “things are done right” is also a critical element of MfDR: for this, the 
CSP establishes results-based guidelines at the project level.  
 
B. The Process of Formulation:  Thematic Assessments and Stakeholder 

Participation 
 
6. The CSP benefits from five comprehensive thematic assessments: poverty, governance 
and institutional capacity, private sector, gender, and environment, as well as a study on the 
investment climate conducted jointly with the World Bank. The analytical work was undertaken 
and validated through participatory consultations. Appendix 2 summarizes the key findings 
relevant to strategy formulation; the assessments are posted at the PhCO web site: 
www.adb.org/phco.  The CSP preparation entailed extensive and intensive dialogue with a wide 
range of stakeholders to ensure effective involvement of representatives of national and local 
governments; non-government organizations and civil society; academic institutions; private 
sector associations and chambers of commerce; beneficiary communities; and other official 
development partners, including multilateral and bilateral agencies. Workshops were held with 
stakeholders to validate the diagnosis and conclusions of the thematic assessments. A parallel 
review by ADB of its governance and anti-corruption policies provided additional opportunity for 
stakeholder feedback from a country-specific workshop. Several development partners, 
including World Bank and bilaterals, were preparing revised strategies on similar timetables, 
allowing synchronized efforts in several areas, including assessment of the fiscal consolidation 
program, the Government’s planning process, decentralization and forging partnerships with 
selected local government units (LGUs), and the results-based framework. Dialogue with 
Government counterparts covered technical-level meetings, as well as policy discussions with 
the oversight departments. Preparation of the CSP benefited from an informal Board seminar in 
December 2004. 
 
 

II. THE ADB-PHILIPPINES PARTNERSHIP EXPERIENCE 
 
7. The CSP takes into account lessons from the partnership experience, covering upstream 
strategy formulation and programming, and downstream portfolio management and project 
implementation. It is informed by ADB’s assistance assessments, the intensive portfolio cleanup 
of the past two years, and economic and sector work.  
 
A. Lending Level and Modality 
 
8. The Philippines is 
a major client of ADB. 
With cumulative 
borrowing since 1966 of 
$8.1 billion for 177 public 
sector loans, Philippines 
ranks fifth largest among 
ADB’s borrowers, 
accounts for 8% of public 
sector lending, and has 
one of ADB’s largest loan 
portfolios under 
administration (Appendix 
3, Table 1). It is an active 
client for credit 
enhancements; it accounts for 19.3% of ADB’s private sector lending and equity investments; 

Figure 1: ADB Lending Commitments, 1990-2004
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and has one of the largest active private sector loan portfolios. Public sector annual lending 
levels have been highly variable, ranging from $853 million in 1998 (in part, a response to the 
regional financial crisis) to as low as $3 million in 1999. Smoothing the large annual fluctuations, 
three-year moving average lending levels show a decline: from $505 million during 1996–1998 
to $146 million during 2002–2004 (Figure 1).  Investment lending averaged $29 million per year 
during 2001–2004.  Concurrently, close to 90% of public sector lending during 2001-2004 was 
off budget through Government Owned and Controlled Corporations (GOCC)/Government 
Financial Institutions (GFIs).  Over 1990-2000, only one fourth of lending was being channeled 
through GOCC/GFIs.  The fall and shifts in lending commitments is explained by (i) low 
absorptive capacity, especially due to the growing fiscal constraint, (ii) the slower-than-expected 
pace of policy reforms, and (iii) a low quality portfolio and the overhang of implementation 
problems affecting opportunity for new loans.  
 
9. With the persistent decline in lending, there has been negative net resource transfers 
from ADB to the Government each year from 1998 to 2004. The Philippines graduated from 
access to Asian Development Fund resources in 1998. The Government converted all 
outstanding eligible pool-based loans to the ADB’s market-oriented LIBOR-based loans1 which 
was introduced in July 2001. Other adjustments to ADB’s loan products include changing the 
cost-sharing formula from January 20032—when ADB’s guideline limit for project loans to the 
Philippines was increased from 40% to 65% of total cost; and waiving the front-end fee from 1 
January 2004 to 30 June 2005.  
 
10. The usefulness of, and increasing Government preference for, policy-based support is 
reflected in the steep rise of program lending: program loans comprised only 4% of lending 
during 1990–1997, but 60% of lending during 1998–2004. Sector development program (SDP) 
loans have been an important component of total program lending; although recently the 
Government has become cautious of the SDP modality due to its experience with the Grains 
SDP.3 The Government’s demand for non-traditional support modalities is reflected in the 
significant (but irregular) use of ADB credit enhancements (e.g., a partial credit guarantee of 
$500 million in 2002). 
 
11. Based on the cumulative value of transactions, the Philippines is ADB’s largest client for 
private sector operations. Although there was a hiatus of new activity during 1995–2002, 
momentum has since developed considerably. Private sector loan and equity projects are 
innovative and promote development impact when aligned strongly with ADB’s public sector 
operations and the country’s needs.  
 
B. Development Impact of ADB Assistance 
 
12. The impact of ADB’s assistance is assessed in the Country Assistance Program 
Evaluation (CAPE).4 The CAPE acknowledges past strategies as appropriately flexible and 
pragmatic to respond to macroeconomic crisis, as well as the country’s development agenda in 
more normal times. It also confirms they closely tracked national priorities and provided a useful 
framework for ADB’s assistance program. Highlighting the difficulties of achieving sustained 
                                                 
1 ADB. June 2001. Review of ADB’s Financial Loan Products. R-79-01.  
2 ADB. November 2002. Review of Cost-Sharing Limits for Project Financing as an Element of ADB's 1998 

Graduation Policy. 
3 Slower-than-expected progress on policy reforms caused partial cancellation in 2003 of both the program and 

investment loans. Although progress on the investment component was satisfactory, the nature of the SDP 
product required the investment loan to be canceled at the same time the second tranche of the program loan 
was canceled.  

4 ADB. 2003. Philippines’ Country Assistance Program Evaluation. Operations Evaluation Department. The 
evaluation’s objective is to assess the relevance, effectiveness, sustainability, institutional and other 
development impacts of ADB’s overall assistance program for the Philippines.  
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impact from official development assistance (ODA) in the Philippines, the CAPE finds that, 
although there are exceptions, in the aggregate ADB’s significant volume of support has not 
translated to a commensurate level of intended outcomes. Causes of the less than expected 
outcomes include: (i) lack of prioritization; (ii) overly complex design of project and program 
loans; and (iii) lack of government human and financial resource capacities. From a 
comprehensive diagnosis of what has worked well, and what has not, the CAPE questions the 
lack of discrimination in pursuing a highly diversified portfolio, and cautions against being 
overambitious. It recommends ADB provides lending which is steady, modest, and selective, 
with relatively simple project designs; and it supports continuing with nonlending 
activities/knowledge products and services (KPS) for policy reform, capacity building, and 
institutional strengthening, each of which is found to be an area of weakness for the country. To 
enhance more inclusive development, the CAPE recommends ADB to deepen its relationships 
with broader society (NGOs, women’s groups, and ethnic societies). At a more specific level, 
the CAPE finds merit in supporting microfinance for income-generating activities for the poor, 
education and health facilities, potable water supplies, road transport in rural areas, and 
development of lagging regions, particularly in southern Philippines.  
 
13. The Philippine power sector has been a major area for support, and ADB’s consistent 
and comprehensive involvement—both in financial terms and as a lead interlocutor on the 
reform agenda—sets it apart from other development partners. The sector’s technical and 
financial performance is of critical importance to the health of the economy; while the nature, 
size and timing of support impacts significantly on ADB’s relationships with the Government and 
other development partners. A Power Sector Assistance Program Evaluation (PSAPE)5 
highlights the often complex political economy of the Philippines, brought into strong relief by 
the way in which resolution was sought for the extreme difficulties experienced during the power 
shortages of the mid-1990s, and preparation of the landmark omnibus Electric Power Industry 
Reform Act (2001) which set the ground work for unbundling the sector, establishment of an 
independent energy regulator, and the development of a wholesale spot market for electricity. 
Preliminary findings of the PSAPE suggest ADB has pursued responsive sector strategy, but 
the ADB investment programs were overly ambitious based on complex project formulation and 
weak implementation.  A combination of lack of effective prioritization of investments, heavy 
financial burden of Independent Power Producers (IPPs) and inefficiencies of sector entities and 
their accounting practices together generated financial difficulties which have economy wide 
impacts. Especially relevant to the present financial difficulties, the PSAPE notes the need for 
ADB to strengthen the quality of its financial review of the sector’s performance. The report 
recommends that ADB should address perceptions of collusion in the procurement process, 
even when ADB procedures have been followed and there is no “hard evidence” of corrupt 
behavior. The lessons of the PSAPE have helped formulate ADB’s response to the priority 
needs of the sector.  Given its overwhelming impact on the consolidated fiscal deficit, close 
attention has been focused on the assessment of the financial viability of the sector which has 
called for adjustment of power tariffs and upfront debt absorption by the National Government 
(NG) of close to P200 billion of the NPC liabilities, strengthening of regulatory framework and 
greater transparency in both regulation and the privatization process. Planned interventions will 
support actions that will immediately reduce the fiscal drain, improve the financial status of 
sector agencies, accelerate the privatization process, and reduce debt and debt service 
commitments.  
 
14. Geographic Focus. Southern Philippines, especially Mindanao, lags the rest of the 
country significantly in most development indicators. To address the geographic inequality, ADB 

                                                 
5 ADB. Power Sector Assistance Program Evaluation. 2005, forthcoming. Operations Evaluation Department. 
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has had a special focus on Mindanao.6 With other development partners, ADB is fully involved 
in the initiating work for establishing the Mindanao Multi-Donor Trust Fund, as a “peace 
dividend” to communities affected by the Government-Moro Islamic Liberation Front conflict, 
and coordinating its implementation. During the first stage, ADB contributed substantively to, 
and hosted finalization workshops for, the Joint Needs Assessment (JNA) for conflict-affected 
communities in Mindanao, which identified priority reconstruction and development activities, 
and effective delivery mechanisms. However, the development impact of the high level of ODA 
support to Mindanao7 has not been fully realized because of relatively low absorptive capacity, 
implementation problems and poor security. Absorptive capacity is especially weak in the six 
provinces of the Autonomous Region in Muslim Mindanao (ARMM)—the only regional 
government in Philippines, established in 1998 as part of the peace accord with the Mindanao 
National Liberation Front—where congestion of development support and the need for a high 
degree of coordination are evident.  
 
15. The development impact of ADB’s completed loans for Mindanao is mixed, with many 
projects facing implementation problems, thus delaying benefits delivery—until recently, a 
characteristic of the Philippines portfolio at large. The uncertain peace and order adversely 
affected implementation of some components and complicated preparation of forward 
programs. Implementation problems associated with the civil disturbances have been most 
intense in the ARMM, as well as in conflict-prone areas where the MILF has been active. In the 
past 3 years, Mindanao-directed loans have also accounted for a disproportionately large 
amount of program attrition; of six that were dropped, two were exclusively for Mindanao8 and 
three others had Mindanao components. 
 
16.  Private Sector Development and Operations. ADB’s private sector operations in the 
Philippines since 1986 have had mixed results in terms of performance and development 
impact.9 BOT power plants supported by ADB were profitable, a loan to the Philippine Long 
Distance Telephone Company has been fully repaid, while loans approved for water services 
and an air terminal encountered serious difficulties and were cancelled before financial close. Of 
the seven operations with financial institutions, one was a line of equity not drawn, another was 
fully divested, and the remaining five each have a positive rating. Two country-focused venture 
capital funds have been comparatively successful.  The BOT power projects—highly 
demonstrational, as they were undertaken with the most progressive legal framework in the 
region—played an important role in addressing the power crisis of the early 1990s. Together 
with public sector loans, they acted as catalysts to attract other financing and brought about a 
rapid resolution to the crisis. ADB’s public sector support for capital market development led to 
restructuring of the Philippine Stock Exchange, and improved its efficiency, transparency, and 
accountability, thus making a contribution to enhancing governance in the financial sector and 
fostering private sector development. Public sector policy support and program lending for 
financial markets provided the underpinning for the recent equity investment in the Local 
Government Unit Guarantee Corporation (LGUGC).10 LGUGC bond guarantee operations 
provide a key financial instrument to support ADB’s policy dialogue and operations to broaden 
                                                 
6 The $2.5 million loan for the Cotabato Irrigation Project approved in 1969 was among the first loans approved by 

ADB. Almost 10% of all loans to the Philippines(19% by amount) have been exclusively for Mindanao, while 
considerably more have been for projects with components in Mindanao. 

7  ODA to Mindanao increased substantially in recent years, triggered initially by the Peace Accord with the Moro 
National Liberation Front in 1996; by prospects generated by resumption of peace talks in March 2001 with the 
secessionist Moro Islamic Liberation Front; and by the “General Framework for Unity” between the two groups in 
August 2001, providing for a single set of institutional arrangements for peace and development. 

8 Enhancement of Rural Livelihood in Mindanao Forestlands, and Mindanao Basic Education Development 
Projects, both of which were in advanced stages of processing.  

9 See (i) ADB. 2005. Philippines: Private Sector Assessment, and (ii) ADB. 2003. Philippines’ Country Assistance 
Program Evaluation. 

10 ADB 2004. LGU Guarantee Corporation (Loan No. 7193).  Approved on 19 January 2004 for $2 million. 
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the LGU revenue base and improve local planning and budget expenditure and revenue 
management.  
  
C. Portfolio Management and Development Impact11 
 
17. The Philippines active loan portfolio has been transformed from what was for a long time 
one of ADB’s weakest performers to what is today among the best. The achievement represents 
a major shift towards results-based portfolio management, paving the way for more effective 
future assistance. ADB and Government counterparts have learned valuable lessons about 
project design, implementation, and monitoring procedures, positioning both to maintain 
portfolio quality and, looking forward, to improve quality at entry. The cooperative ADB-
Government effort has substantially raised understanding on both sides of the development 
partnership, and the sorts of hard decisions needed to get there and stay there. A snapshot of 
how the portfolio’s quantitative indicators have improved is provided in Table 1, which shows 
that, for the first time in many years, some portfolio performance indicators for the Philippines 
are better than ADB averages.  
 

Table 1: Improvement in Portfolio Quality Indicators 
 

Portfolio Quality Indicator 2004 2000 
Disbursement ratio (%) 
    All loans 
    Project loans 

 
22.9 
13.6 

 
11.3 
10.4 

Implied average implementation period for project loans (years) 7 10 
Undisbursed loan balance ($’000)  740 1,779 
Number of active loans 27 51 
Projects at risk - number  
             - % of loans in portfolio  

3* 

11* 
15 
29 

Commitment fees paid by the Government ($ million) 4.3 7.2 (av., 2000-2003) 
     *By end April 2005, there were only 2 projects at risk, representing 8 percent of loans in portfolio. 

Source: ADB, Loan Financial Information System. 
 

Table 2: Structure of the Reduction in the Undisbursed Loan Balance 

 Contribution (2003-2004) 

Item $ million % of total 
Undisbursed balance Jan 2003 1,177  
Plus new loans approved 409  
Total available for disbursement 1,586  
   
Project loan disbursement 184 21.1 
Program loan disbursement 310 38.5 
Cancellation   
 - project loan proceeds 282 31.7 
 - program loan proceeds 70 8.7 
Reduction in un-disbursed amount 846 100.0 
   
Undisbursed balance (Dec 2004) 740  

                                          Source: ADB Loan Financial Information System 
 
18. Over the past two years, the undisbursed loan balance has been reduced through a 
combination of activities (Table 2), including (i) improving the pace and quality of policy 

                                                 
11 Appendix 3 provides a more thorough discussion of portfolio management and its impact, summary of the status 

of ADB’s current engagement in priority sectors, and of the project portfolio. 
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implementation under program loans, and achieving successful program completion;12 
(ii) redesign and restructuring to improve the scope of project loans; (iii) removing impediments 
to facilitate effective disbursement; and (iv) partial cancellation of loan proceeds and closure of 
poorly performing loans. Most projects have picked up momentum in terms of improved 
implementation and resource mobilization, yet project implementation still suffers from a number 
of weaknesses. To address this, during 2004, the Government and ADB strengthened portfolio 
monitoring and performance evaluation through the semi-annual Country Portfolio Review 
(CPR) and quarterly joint ODA reviews (Government, ADB, Japan Bank for International 
Cooperation, and World Bank), supplemented by introduction of a monthly portfolio monitoring 
mechanism. There is also a gradual shift to bring a greater focus on management for results 
and development effectiveness—monitoring for development impact, not simply implementation 
performance. This should reinforce the planning-budget-implementation linkage and ensure 
activities align with the MTPDP, promote performance-based budgeting, and encourage both 
ownership and quality-at-entry. 
 
19.  Achieving and maintaining a quality portfolio highlights the need to treat its management 
as a continuous process, not as event driven. The portfolio cleanup integrated the downstream 
lessons of portfolio implementation with the upstream efforts of strategy formulation and 
programming, and forged heightened understanding between ADB and Government 
counterparts. In the short term, this has been an important means for generating greater fiscal 
space for Government for priority spending in a period of severe budget constraint. Of longer-
term significance, the overriding lesson of the portfolio cleanup is that quality-at-entry (including 
project readiness in terms of establishment of project management office, budget allocation, 
securing rights-of-way and preparation of resettlement action plans) is prerequisite for high 
development impact.13  

 
D. Program Attrition 
 
20. There has been a significant level of program attrition: a high proportion of programmed 
projects (43% by number, 47% by value since 2000) were not brought for Board consideration, 
despite being partially or nearly fully processed. This erodes the effectiveness of the partnership 
as it causes inefficient and expensive use of ADB and Government resources, with greatly 
reduced or no development impact. The causes relate to (i) difficulties the Government has in 
providing budget cover, particularly during the current period of fiscal stress; (ii) less-than-full-
ownership by either oversight or executing agencies; and (iii) the appropriateness and 
competitiveness of ADB’s loan modalities. ADB has already addressed insufficient budget cover 
through more careful screening of TA and loan projects proposed to enter the program. 
However, their resolution needs to be complemented by a better match between client demands 
and services offered by ADB. The enhanced Poverty Reduction Strategy14 acknowledges this 
issue; and the working group on ADB’s engagement with middle-income countries and the 
Innovation and Efficiency Initiatives (IEI) are considering new instruments to support the 
changing needs of clients. 
 
 
 
                                                 
12  From Table 2, this item has contributed the most (38%) to reducing the undisbursed loan balance, and begins to 

reverse the perception that the Philippines is an underperformer under program loans. 
13  On a cautionary note, strict “quality-at-entry” criteria may improve loan portfolio quality but not necessarily 

accelerate the effectiveness of development projects. For example, if a project envisaged to take five years to 
implement experiences a 5-year delay in the right-of-way acquisition, whether the delay is experienced before or 
after the loan is approved only affects the “quality” of the loan project; regardless, the beneficiaries still have to 
wait 10 years instead of five for its development impact to be felt. Thus, quality at entry should not be viewed as 
a palliative to defer addressing the fundamental obstacles that delay project development and implementation.  

14  ADB. June 2004. Review of the Asian Development Bank’s Poverty Reduction Strategy. 
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III.  THE DEVELOPMENT CONTEXT 
 
A. Window of Opportunity  
 
21. Between 1999 and 2004 the share of NG revenues set aside to cover interest 
expenditures rose from 22% to 37%. NG debt as a share of GDP increased from 55% to 74%. 
When the debts of GOCCs, such as the National Power Corporation, are included, the 
debt/GDP ratio rose from 84% to 101%. These numbers demonstrate two critical aspects of the 
fiscal challenges the Philippines face; first, the sharp decline in the share of government 
resources that can be used for development expenditures, and second, the growing perception 
that the Philippines has come close to fiscal unsustainability. These fiscal problems have had a 
negative impact on the investment climate. Investor perception of risk of macroeconomic 
instability has been one of the main obstacles to foreign investment. Furthermore, other 
weaknesses in the investment climate that have been identified by businesses are a direct 
result of inadequate government budget resources for infrastructure investment and for 
provision of essential public services.  
  
22.  Participants at the 2005 Philippines Development Forum15 acknowledged the limited 
window of opportunity for the Philippines to initiate the difficult measures needed to reduce fiscal 
vulnerability. Political uncertainty eased temporarily after President Arroyo’s election in May 
2004 to a 6-year term, with solid majority support of pro-administration members of both houses 
of Congress.16 The new administration has been able to push through a number of key fiscal 
measures, including unpopular ones such as; elimination of many Value-Added Tax (VAT) 
exemptions and granting presidential authority to increase the VAT from 10% to 12% effective 
January, 2006; increases in excise taxes on alcohol and tobacco products (the “sin taxes”); and 
increases in power tariffs. On the economic front, the robust domestic growth of 2004 and a 
relatively favorable international environment provide a good platform for undertaking initiatives 
that have financial and economic short–term costs. However, conditions are likely to become 
less conducive for tough reforms as international oil prices and interest rates rise, with the 
prospect for slower global growth, and as the midterm Philippine elections approach.17   
   
B. The Political Economy 
 
23. The Philippines’ complex political economy impacts on the pace and quality of reforms. 
Political alliances do not always translate to legislative support needed for meeting the 
administration’s schedule for economic reforms. While public debate is vigorous and 
increasingly well-informed, reform initiatives are often subject to prolonged legislative due 
diligence, with outcomes uncertain, as illustrated by the divided views on tax initiatives to 
support fiscal consolidation. At the same time, consensus building is influenced by the effective 
lobbying of vested interests, including strong non-secular views that affect policy formulation. 
The three-year terms for local government officials affect incentives for strategic planning and 
project prioritization. The sound legal and institutional regulatory framework, an important 
determinant of the investment climate, is not always independent of political considerations. 
These all contribute to the uncertain context in which the ADB-Philippines partnership operates. 
 
24. Low levels of private investment compound the fiscally constrained public investment  
and further compromise growth prospects in the Philippines. Opportunities for the country to 
successfully compete with its neighbors and attract private investment are undermined by 
governance issues. The 2004 ADB-World Bank Investment Climate Survey found corruption to 
                                                 
15  ADB. Board Information Paper. March 2005. 2005 Philippines Development Forum.  
16  Proadministration members hold 77% of the House’s 236 seats, and 61% of the Senate’s 24 seats. 
17  In June 2007, midterm elections will be held for half the Senate seats, all the House seats, and all LGU elected 

positions.  
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be the second critical investment constraint, after the macroeconomic instability. There are 
strong perceptions of weak regulators and regulatory frameworks, and a still largely inefficient 
judiciary. Recognizing the cancerous impact of corruption on Philippine society, the Government 
is moving aggressively on a number of fronts — lifestyle checks, tax evasion, money laundering, 
smuggling, electoral fraud, and public procurement among others — but more needs to be done 
to address the debilitating effects of corruption on public administration and economic growth.  
There are also the issues of high utility rates, low public service efficiency, and inadequate 
infrastructure. Essential to combating these problems is the Government’s role in prescribing 
appropriate policy and regulatory frameworks, providing the necessary public infrastructure, and 
supporting broader governance efforts such as the reforms in the judiciary and anti-corruption 
prosecution, enhancing the rule of law, and supporting high profile efforts against tax evasion. 
 
C. Six Constraints to More Rapid Poverty Reduction  
 
25. Economic developments and prospects were reviewed comprehensively in the 2004 
Country Economic Review,18 which highlighted the fiscal imbalance as the primary challenge for 
economic management in the near-term. The findings of the thematic assessments, lessons 
learned from operational evaluations, results and lingering issues arising from portfolio 
management and project administration, and other economic and sector work were coalesced 
to identify the major economic constraints to more rapid poverty reduction in the Philippines. 
The six constraints, distilled from the analytical work for preparing the CSP, include (i) fiscal 
imbalance, (ii) uncertain investment climate, (iii) inadequate infrastructure, (iv) poor 
management of assets, land and resources, (v) weak institutional capacity, and (vi) 
geographical inequalities (Appendix 4). These six constraints are viewed as fundamental 
strategic parameters to identify and define ADB interventions in the country. The six constraints  
serve as “design criteria” for each intervention that is formulated. The recognition of these 
constraints during the design process will provide guideposts to improve overall project quality 
at entry.  
 
D. Government’s Enhanced Planning Process and Development Priorities 
 
26. The Government’s development agenda centers on the MTPDP, prepared every 6 years 
to coincide with the term of the incoming administration. Previous plans provided sound 
conceptual frameworks for development strategies that did not always effectively set priorities. A 
common weakness was absence of a clear link between medium term planning and single-year 
budgeting. Strategies, policies, and programs in the MTPDP were formulated without clear 
resourcing, often resulting in overprogramming, insufficient human and financial support, 
constrained budgets, and shifting priorities. Thus, the MTPDP’s complementary Medium-Term 
Public Investment Program (MTPIP) of priority activities served more as a wish list of 
proposed—but unresourced—initiatives. A results framework was also not fully applied.  
 
27. To improve the planning-budgeting nexus, and faced with the worsening fiscal 
imbalance, the Government’s public resource reforms19 focus on the Medium-Term Expenditure 
Framework (MTEF) to guide multiyear budgeting in line with the MTPDP, and the MTPIP’s 
priority investments. The MTEF includes a results framework for performance budgeting, and 
uses two instruments to improve allocative efficiency for scarce public resources—Sector 

                                                 
18  ADB. December 2004. Country Economic Review–Philippines; the CER assessments have also been updated 

through several recent Board Information Papers—(i) Philippines: Update on the Current Situation and ADB’s 
Work Program for 2004 (IN. 293-04); (ii) Board Information Paper. March 2005. 2005 Philippines Development 
Forum; 3) and Report on Fiscal Progress to be submitted to the Board by early July. 

19  Government of the Philippines, ADB and World Bank. August 2003. Improving Government Performance: 
Discipline, Efficiency, and Equity in Managing Public Resources—A Public Expenditure, Procurement, and 
Financial Management Review. 
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Effectiveness and Efficiency Reviews (SEERs) and the Organizational Performance Indicator 
Framework (OPIF). Beginning with the 2005 budget, the Department of Budget and 
Management is using the instruments as strategic tools to reallocate resources from low to high 
impact activities, and from low to high priorities, by linking outcomes, performance evaluation, 
and budget planning. The SEERs and OPIF will enhance accountability for results, and improve 
service delivery in exchange for access to budgetary resources. The New Government 
Accounting System introduced in January 2002 supports periodic financial reports for better 
performance monitoring. Other reforms in initial stages of implementation include automation of 
budget releases (including publishing budgets on the internet to increase transparency), and a 
tracking mechanism to promote efficient cash management and facilitate project implementation 
and monitoring.  
  
28. Consequently, the MTPDP for 2005–2010 establishes a new paradigm for development 
planning. Departing from a sector-based approach, it focuses on outcomes, and all agency 
activities (including projects) will be prioritized against their potential contribution to outcomes, 
regardless of sector. To improve operational efficiency, agencies will be streamlined to deliver 
core functions contributing to their mandated outcomes. As legislative measures will take time, 
the administration launched the rationalization program using administrative powers.20 
Supplementing the rationalization actions are measures to implement the Public Procurement 
Reform Act (2002), which promotes transparent and competitive bidding for public contracts.  
 
29. Structured around the President’s Ten Point Legacy Agenda, the MTPDP focuses on 
(i) economic growth, and job creation; (ii) energy independence and power sector reforms; 
(iii) social justice and basic needs; (iv) education and youth opportunity; and (v) anticorruption 
and good governance. It identifies major challenges as the fiscal imbalance; insufficient 
infrastructure; rapid urbanization and congestion, especially in Metro Manila; the growing 
number of jobless; and inefficient delivery of basic services. Higher, sustainable economic 
growth, buttressed by greater efficiency, are emphasized as prerequisites for achieving the 
MTPDP’s targets, which incorporate the MDGs. Programs identified in the MTPDP will be 
fleshed out in greater detail as specific projects in the Medium-Term Investment Plan, now 
being prepared. One of the most challenging aspects of the MTPDP is its financing: almost 50% 
is expected to be funded by national government, requiring a significant improvement in fiscal 
performance. Similarly, to meet their expected funding contributions, government corporations 
will need to improve their financial health, and LGUs their own-revenue mobilization.     
 
 

IV.   ADB’S STRATEGY AND ASSISTANCE PROGRAM 
 
A. ADB’s Strategy 
 
30. Almost 40% of Filipinos subsist on $2 or less per day, with many more vulnerable to 
falling into such poverty. Freedom from persistent, pervasive and intense poverty is the 
cornerstone MTPDP vision and for ADB’s development partnership with the Philippines. 
However, the magnitude of the fiscal imbalance raises a major challenge for resourcing the 
MTPDP. The fiscal imbalance injects uncertainty into the ADB-Philippines partnership, inhibiting 
the Government’s capacity to accommodate ADB’s main instruments of support—public sector 
loans. Broader and deeper economic reforms are necessary to allow fiscal space for 
development spending, and to improve the investment climate for greater private participation. 
Given these imperatives, the CSP modifies ADB’s mode of engagement to allow for greater 
focus and selectivity, introduces a results-based framework to upgrade its usefulness as a 
                                                 
20  Executive Order 366: Directing a strategic review of the operations and organizations of the Executive Branch 

and providing options and incentives for Government employees who may be affected by the rationalization of 
the functions of the Executive Branch, signed by President Arroyo on 4 October 2004. 
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management tool, and pays greater attention to project quality-at-entry. The Government-ADB 
development partnership context is elaborated in Figure 2.  
 
31. Refined focus. The CSP’s focus derives from the urgent need for supporting fiscal 
consolidation and an improved investment climate, which are currently preeminent among the 
six principal constraints (see para. 25 and Appendix 4) to more rapid poverty reduction and 
progress toward the MDGs. The other four development constraints remain valid for longer-term 
engagement, and will provide the broadened focus under a subsequent medium-term CSP.  
 
32. Increased operational selectivity. To increase selectivity, the CSP will focus ADB 
support on activities (i) in high-priority areas21, (ii) with high likelihood of achieving intended 
outcomes, and (iii) compatible with ADB’s comparative advantage and capacity to deliver. The 
selection process is guided by the performance of the ongoing portfolio, post evaluation 
findings, activities of other development partners, and the suitability of sector policies and the 
institutional framework, among others, to maximize development impact. The three priority 
operational areas are power, finance, and governance (covering local government and the 
judicial system). While the fiscal constraints persist, direct support for the MDGs will be coursed 
through off-budget financing mechanisms. This will imply that ADB will disengage from some 
areas in which it has been active. 
 
33. Quality at entry. To ensure quality-at-entry new project will be included only if it is fully 
supported by ADB and the oversight and executing agencies, and is socially acceptable to the 
community   at  large. At  each  stage of  processing, assessments   will   be   made  whether  to  
 

 
Box 1. Philippine Government Readiness Criteria in Screening Projects 

 
There are seven requisites or “filters,” designed to ensure project preparedness before loan approval, that have been 
adopted and strictly being implemented by the Government, namely: 

 
• Investment Coordination Committee quality conditions met by executing agencies prior to Monetary Board 

approval. 
• Projects designed with monitoring and evaluation. 
• Funding for first year of implementation allocated in the budget. 
• Projects with bidding documents ready before National Economic and Development Authority Board 

presentation for initial 12 months of Implementation. 
• Land acquisition plan and payments equivalent to first year of civil works completed. 
• Projects with Project Implementation Units established and staffed by appraisal. 
• Projects complying with procurement/financial management requirements. 
 

 
continue based on (i) absorptive capacity of the implementing agencies in relation to the loan 
amount and scale of the project; (ii) funding for the first year of implementation is allocated in 
the budget and future budget requirements are included under the agency budget ceiling; (iii) 
designs which are results-focused on outcomes with identified monitoring and evaluation 
indicators; (iv) compliance with Government’s readiness criteria (including approval from the 
Investment Coordinating Committee); and (v) completion of land acquisition and resettlement 
plans. 
 

                                                 
21 ADB will not be involved in areas of low priority, even when there is high probability of successful outcomes since 
this does not involve activities for relevant development impact. 
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34. Strengthening existing and developing new client partnerships. ADB will strengthen 
existing, and forge new, partnerships with selected off-budget entities (GOCCs, GFIs, LGUs, 
and civil society organizations) to avoid direct burden on the NG budget. The objectives are to 
enhance autonomy and resource mobilization of GOCCs and LGUs, improve financial 
intermediation of GFIs, and involve a broader range of stakeholders in ADB’s partnership with 
the Philippines through engagement with civil society.  Greater engagement with LGUs will be 
based on their commitment to sound planning and public resource management, ability to 
borrow and service debt, and willingness to improve services and the local investment climate, 
including local public-private partnerships. Some good examples are arising from the ongoing 
Development of Poor Urban Communities Project22 which combines better city planning with 
slum upgrading and eradication, while lessons from successful slum upgrading pilots 
undertaken in partnership with NGOs are being incorporated to the design of a similar initiative 
for Metro Manila.  Power sector entities are a primary focus, as they contribute most to the 
consolidated fiscal deficit. Support to GOCCs and GFIs will pay attention to the prudential limits 
for the agencies’ contingent liabilities, and may incorporate some financial engineering 
measures (e.g., debt management and restructuring) to ensure that agency borrowings do not 
further degrade the consolidated fiscal deficit.  ADB has established a sound partnership with 
the Supreme Court, to improve governance through support for increased judicial autonomy and 
accountability. New partnerships have been established with the (i) Office of the Ombudsman to 
strengthen and carry forward anti-corruption iniatives and the (ii) Bangsa Moro Development 
Authority and other civil society groups in regard to development support for Mindanao. 

 
35. Linked with these partnerships is an acceleration of our activities with other development 
partners. Not only for joint studies and shared work to support mutual frameworks of assistance, 
but also to expand on-the-ground cooperative efforts. The Philippines Development Forum 
working groups have been maintained, some co-chaired by ADB, that are preparing shared 
agendas for support in areas such as local government and anti-corruption; similar to the 
excellent cooperation for the Action Plan for Judicial Reform under the auspices of the Supreme 
Court. There is a growing linkage, through the sharing of design criteria and terms of reference, 
that provide for ADB operations to benefit directly from LGU capacity-building programs under 
bilateral grants, as well as discussions of shared personnel or consultant resources for joint 
project development, feasibility studies and implementation support. ADB is in close dialogue 
with the Philippines Economic Governance Facility (AusAid) to ensure complementarity in our 
support for results management, particularly in the Department of Budget and Management 
(DBM). While joint missions with the World Bank, JBIC, and some other bilateral partners 
maintain a consistent dialogue on harmonization and adoption of country systems. 
 
36. Security, peace, and development in Mindanao. Mindanao has been plagued by a 
decades-old separatist movement, kidnappings by the Abu Sayyaf Group, and reports of 
training camps for the international terrorist group Jemaah Islamiyah. The price of war has been 
high, with Mindanao lagging behind Luzon and Visayas in all economic and social indicators, 
despite having rich natural resources. Five provinces in Mindanao are among the 10 poorest in 
the country while Autonomous Region of Muslim Mindanao (ARMM), where the separatist 
movement is based, is one of the poorest regions. ADB’s strategy for Mindanao rests on three 
pillars. First, it acknowledges a sustainable peace is essential to development, while 
development is needed to underwrite peace. Second, Mindanao’s low absorptive capacity 
means institution strengthening is as important as project investment. Third, the strategy 
positions for a quick response to a peace agreement. Building on the lessons of the Moro 
National Liberation Front (MNLF) peace process, a Joint Needs Assessment (JNA) is underway 
with development partners to assess the reconstruction and development priorities of 

                                                 
22 ADB. 2003. Development of Poor Urban Communities. Approved on 18 December 2003 for $32.3 million. 
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Mindanao’s conflict-affected communities in preparation for a possible Mindanao Trust Fund to 
serve as a “peace dividend” to be activated once a peace agreement is signed. 
 
37. Regional cooperation. There is strong complementarity between the CSP and ADB’s 
Southeast Asia regional cooperation strategy and program (RCSP).23 The principal strategic 
objective of the RCSP is to enhance competitiveness of Southeast Asia to generate sustainable 
high rates of economic growth. This is supported by a second objective of integrating isolated 
poorer contiguous areas of Indonesia, Malaysia, and the Philippines into regional and 
extraregional trading networks, so that growth is balanced and pro-poor, thereby creating 
economic conditions to mitigate security problems posing a threat to regional prosperity. Erosion 
of Philippine economic competitiveness highlighted in the RCSP can be traced, in part, to the 
same factors the CSP identifies as inhibiting more rapid poverty reduction. Thus, the manner in 
which the CSP addresses those issues forges a direct link to the RCSP. The RCSP’s second 
objective aligns directly with the CSP’s strategic focus on the poorer, isolated areas of southern 
Philippines.  
 
38. Portfolio management. The significant improvements in portfolio quality must be 
maintained. This will require close attention to quality at entry, and diligent monitoring of the on-
going portfolio. Effective downstream activities of portfolio management are integral to the 
quality of the development partnership. The portfolio management system, processes and 
oversight have been strengthened by both ADB and the Government over the past two years to 
make them less event driven and more continuous. The system–built around the key milestone 
activities of formal reviews–is proving effective, but staff intensive.  
 
B. Strategic Thrust of ADB’s Policy Engagement 
 
39. The large public budget deficits since 1997 impact all aspects of the ADB-Philippines 
partnership. The lack of adequate fiscal headroom constrains line departments’ capacity to 
implement ongoing projects according to schedule, delaying project outcomes, threatening to 
reverse improvements, and increasing loan commitment charges paid by Government to ADB. 
The fiscal imbalance also injects uncertainty into available capacity to implement proposed 
projects, making programming difficult. In 2004, full processing of public sector investment 
loans, many at advanced stages of processing, was suspended. Lending to GOCCs or 
channeling assistance through GFIs, which have been the mainstay for ADB lending operations 
since 2001, provides opportunities for “off-budget” support for high priority development 
projects. However, support for development projects of LGUs—another major area of the 
partnership—has been affected by the Government’s decision in 2000 to amend the national-
local government financing mechanism, establish the Municipal Finance Corporation (MFC), 
and discontinue grant funding for devolved activities.24 
 
40. In the process of CSP formulation and policy dialogue, ADB has been developing a set 
of targeted sector policy reform packages, each of which is expected to have a direct impact on 
at least one of Philippines’ three most critical binding development constraints: (i) fiscal 
imbalance, (ii) poor investment climate and (iii) weak governance. Selectivity in the CSP is 
driven by sharpening ADB’s focus on these three thematic priorities and all policy based 

                                                 
23  ADB. 2005. Regional Strategy and Program for Southeast Asia [under preparation]. 
24  The National Government (NG) has initiated measures to rationalize its support to LGUs. In line with its 

decentralization policy for devolved activities, the NG will no longer provide grants to LGUs which will be 
encouraged to improve their internal revenue generation. The NG would revisit the role of NG grants to LGUs in 
the context of the MTPDP, which focuses on the identification of areas where well targeted and performance 
based matching grants may be provided by the NG to LGUs. The NG has also established MFC as an innovative 
measure to alleviate strain of local government financing on the NG budget and provide alternative source of 
funds for LGUs, particularly those that have limited access to private financial markets.  
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interaction and lending cluster under these priorities. This focused approach is designed to 
maximize the impact of ADB operations in the coming three years, provide a strong boost to the 
Government’s efforts to sharply reverse negative trends in these key policy areas, and set the 
stage for a broader program of investment and policy-based operations in the next planning 
period.  In parallel, the choice of sector interventions has been prioritized by focusing on 
investments that meet income and non-income MDGs with former being supported by 
development of SME and microfinance developments as well as improving access to water 
supply, integrated coastal resource management and rural roads.  Under this approach to 
selectivity, ADB has practically withdrawn from a number of sectors of which most significant 
areas of withdrawal are airports, rail construction, secondary ports, livestock, tertiary and non-
formal education, and solid waste management. 
 
41. Table 3 illustrates the links between the development constraints and the three targeted 
sector policy reform areas – power, financial markets (including microfinance), and governance 
(including local government and judicial systems). Of the five policy based operations covering 
these three areas, two operations will have a direct impact on fiscal consolidation. The Power 
Sector Development Program (PSDP) aims to address the largest sources of the public sector 
fiscal imbalance stemming from the losses incurred by public power agencies.  PSDP aims to 
reduce the losses at the NPC and enhance the creditworthiness of Power Sector Assets and 
Liabilities Management Corporation (PSALM) and the energy companies, and to create 
conditions for privatization of major power assets, removing the responsibility for their 
operations from the public sector.  The Local Governance and Finance Development 
Program(LGFDP) focuses on improved resource mobilization and budget operations at the LGU 
level, in order to: (a) reduce LGU dependence on NG transfers, which make up 16% of NG 
expenditures and (b) enhance the sustainability of fiscal consolidation by strengthening the 
ability of LGUs to deliver improved services to their people even under a tightening resource 
envelope. 
 
42. Investment climate issues are a focus of all proposed program lending operations.  
Infrastructure weaknesses have been repeatedly identified by businesses as a key obstacle to 
investment in the Philippines, and the PSDP and LGFDP will both address infrastructure 
shortcomings, through putting the power sector on sounder financial footing and through 
enhancing LGU capacity and access to financing for infrastructure investment.  The Financial 
Markets and Intermediation Program (FMIP) targets another central weakness in the investment 
climate by promoting a more efficient financial sector that can finance profitable private 
investment projects at lower cost and risk than at present.  It will support the establishment of 
more effective financial sector regulation and governance, strengthening the financial condition 
of the banking sector through resolution of non-performing loans.   Similarly, the Microfinance 
Development Program will help create a more efficient rural banking sector, strengthening 
access to investment and operating finance for small rural businesses.  The proposed new 
Governance and Judicial Sector Reform Program directly targets another of the most serious 
weaknesses in the investment climate; the lack of transparent, reliable rule of law, and the 
related problem of corruption. 
 
43. In addition to the direct impact on improved governance of the judicial and financial 
markets programs, as described above, two of the other lending operations also have major 
governance components.   The PSDP focuses considerable attention on strengthening the 
regulatory regime for this sector, improving governance in this sector and establishing a 
precedent for independent regulation in other sectors.  The LGFDP is built around the promotion  
of  more   transparent  and   participatory   governance  at  the  LGU  level,  including  enhanced 
performance measurement, creation of new internal audit functions, and a more transparent and 
participatory budget process.



 

 

 

Table 3: Link Between Strategic Objectives and Sector Reforms 
 

Mitigating the Fiscal Impact of the Sector and 
Exploiting Avenues for Resource Mobilization 

Improving the Investment Climate  
 

Enhancing Public Sector 
Efficiency 

POWER  
o National Power Corporation (NPC) operational 

and accumulated liabilities on account of IPPs 
together are a major drain on the consolidated 
fiscal deficit.  The operating deficit of NPC as of 
end 2003 was P5.3 billion (approximately $99 
million equivalent), and its long term debt as of 
December 2004 (net of the P200 billion absorbed 
by NG), was P371.4 billion (approximately $6.6 
billion equivalent), which is 7.7% of nominal GDP 
2004 (i.e., P4843.4 billion).  

o Restoring financial sector liabilities as such is 
critical to fiscal resolution and will be key to 
attracting new investments in power sector 

o Restoration of financial viability calls for 
rationalization of the debt service profiles of NPC 
and power related debt of NG and raising 
adequate revenues through tariffs, the universal 
charges, and the privatization proceeds, must 
mobilized. 

o To ensure efficiency and relieve the budget of the 
burden of power sector development, the 
Government is contemplating bidding out 
TRANSCO while encouraging new generation in 
private sector. 

o  

o In order to revitalize investments in private sector which have 
been affected by issues surrounding lack of effective legal 
and regulatory framework, the Government needs to 
strengthen the capacities of the Energy Regulatory 
Commission (ERC) further.  

o ERC is in process of ensuring its independence and 
developing its technical competence with the support of ADB 
TA No. 4557- PHI 

o ERC is strengthening its technical capacity to set appropriate 
rates and regulate the industry so that industry participants 
have recourse and are assured they can recover reasonable 
costs, while consumers benefit from improved efficiencies 
and service delivery. 

o ERC will be developing further competence with respect to 
competition rules, as well as ensuring open access to 
transmission and distribution lines. 

o A reliable and well designed privatization process will support 
timely privatization of the generation and transmission assets. 

o The electricity industry needs a wholesale electricity spot 
market, clear market rules including prudential guarantees 
from participants, and risk mitigation facilities to support and 
improve the reliability of market transactions. 

o Private investment in power generation and transmission will 
require political risk mitigation facilities in light of increased 
worldwide, regional, and country risk. 

o  

o Nationwide transmission bottlenecks 
and systems losses need to be 
reduced.  

o Generation in key economic areas 
needs to be augmented in the near 
term. 

o A supplier of last resort for the 
market must be established or 
appointed (or rules adopted for its 
appointment) in order to protect 
consumers from non-delivery of 
electric power due to technical or 
market failures. 

o Performance-based regulation for 
the transmission and distribution 
utilities will force efficiency 
improvements to be shared with 
consumers. 

. 
 

LOCAL GOVERNANCE AND FINANCIAL DEVELOPMENT  
 
o Decentralization has now taken hold after the 

introduction of Local Government Code in 1991.  
However, there remains a mismatch between 
resource sharing mechanism as well as 
expenditure obligations even though LGUs end up 
balancing the budget. 

o In 2003 financial transfers from NG to LGUs 
absorbed about 22.5% of national government 
revenue collections, and accounted for 16.1% of 
total general government expenditures; on 

 
o The capacity of most LGUs is inadequate to either access 

nontraditional financing mechanisms, or to enhance the 
investment climate within their constituency. 

o LGUs need to strengthen and coordinate their development 
planning, institutionalize proper budgeting against approved 
plans and targets, improve transparency and reliability of 
financial statements, and enhance their resource mobilization 
capacities. 

o LGUs need to be empowered to drive their own development 
agendas. They also need more rational access to non-

 
o The Local Government Code 

devolves significant responsibilities 
to LGUs’, but commensurate 
institutional and financial resources 
of LGUs are inadequate. This 
reduces service delivery efficiency. 

o The following need to be advocated 
and supported: 
 Full implementation of devolved 

functions and financial  
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Mitigating the Fiscal Impact of the Sector and 
Exploiting Avenues for Resource Mobilization 

Improving the Investment Climate  
 

Enhancing Public Sector 
Efficiency 

average the transfers provide 80% of provincial 
and municipal income, although this is as high as 
95% in ARMM.  

o Although the prescribed internal revenue 
allotment constitutes about 40% of the national 
revenue (on top of which there are other sources 
of national transfers), local resources are 
insufficient to meet expenditure requirements.  
The revenue transfers do not give due 
consideration to equity and efficiency. 

o Most LGUs rely too heavily on revenue transfers 
from the NG and lose the opportunity to drive the 
economic engines of their constituencies. 

o To meet their mandate to provide for the general 
welfare, power the engines of economy at their 
levels, and support national development, LGUs 
need to improve sector efficiencies through 
stronger own-resource mobilization (especially 
local taxes and charges) and enhanced access to 
non-government financing, including the capital 
markets. 

o The fund flow mechanisms from NG to LGUs, for 
both loan and grant financing, are quite weak and 
introduce uncertainties in planning and budgeting. 

o Regional borrowing mechanism prevents LGUs 
from local or external borrowing limiting their 
capacities to undertaken own development.  

 

traditional financing mechanisms. 
o LGUs need to redefine their financing strategies through 

improved tax administration, and enhanced capacities for 
debt management, credit financing and LGU bond floatation.  

o Public-private partnerships at the subnational level need to 
be encouraged. 

o Business registration and compliance services at the local 
level must be improved. 

o Incentives for domestic and foreign investors at the 
subnational level should be designed to reduce regional 
disparities. 

 
 

responsibilities; 
 Improved planning-budgeting–

finance linkages, coupled with 
strong development 
coordination at the regional 
levels; 

 Improved service delivery 
efficiency; 

 ICT supported financial & 
administrative systems. 

 Strengthened capacity at the 
national level to deliver 
technical assistance and advice 
to the LGUs. 

 Strengthened audit functions 
and fiscal controls, both within 
the LGUs and at the level of the 
national oversight agencies. 

 

FINANCIAL MARKETS AND INTERMEDIATION  
 
o Higher level of financial intermediation between 

savers and investors & strengthened regulation 
and supervision are needed to increase the 
sector’s contribution to economic growth. 

o The non-bank sector is relatively under-
developed, and corporate financing relies 
predominantly on bank finance. 

o The banking sector is over-banked with 42 
commercial banks and some 900 thrift and rural 
banks, and is quite undercapitalized and is 
burdened by an overhang of nonperforming 
assets.  

 
o Fiscal consolidation, credible inflation targeting and sound 

debt management will increase investor confidence and 
bring about a more conducive environment for investments. 

o An efficient and resilient financial sector will support the 
growing requirements of infrastructure development and 
other private investment. 

o Enhanced financial governance through effective regulation 
and supervision contributes to a better investment 
confidence and climate. 

o Resolution of the debt overhang in the banking sector will 
free up resources for lending and investments. 

o Better regulatory and supervisory enforcement helps in 

 
o The Financial Sector Forum should 

be supported in its efforts to 
harmonize disclosure requirements, 
enhance information, sharing 
between regulators, and strengthen 
skills in regulatory agencies in order 
to maker regulation and supervision 
more effective.  

o Developed and liquid securities 
markets need to be supported so 
as to contribute to more efficient 
financial intermediation for 
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o Insurance sector also has too many small and 
poorly capitalized nonlife insurance companies 
and has yet to adopt modern supervision 
framework. 

o Regulation is fragmented for the three main 
subsectors (banks, non-banks, insurance). 

 

building depositor and consumer confidence. 
o Development of debt markets provides alternative long term 

funding for the investors. 

consumers and corporations. 
o There is a need to improve financial 

market infrastructure and credit 
information so as to reduce risks 
and transaction costs.  

MICROFINANCE DEVELOPMENT  
 
o The majority of poor households do not have 

access to microfinance services, and rely on self-
finance or informal sources of microfinance, 
limiting their ability to participate in and benefit 
from development opportunities and income-
generating activities 

o Microenterprises account for 92% of the business 
establishments in the Philippines and 38% of the 
employment. Expansion of business and 
employment in this sector requires expanded 
outreach and access to efficient microfinance 
services at competitive prices. 

o Higher level of financial intermediation between 
savers and investors & strengthened regulation 
are needed to increase the sector’s contribution 
to economic growth. 

o Regulation is fragmented for the sub-sectors 
(cooperatives, banks and non-governmental 
organizations). 

 
o The rural banking sector must be opened to allow foreign 

investment. 
o Systems and regulatory frameworks must be put in place to 

enable MFIs to capture remittance flows currently outside the 
formal systems ($7.6+ billion). 

o Savings mobilization will be supported through increased 
access to savings services nationwide; innovative savings 
programs; and increased formal remittances.  

o A partial credit guarantee facility for qualified MFIs will 
support domestic bond issuances.  

o A national credit bureau, that specifically covers microfinance 
transactions, is need. 

 

 
o Efficiency of this sector will improve 

through  
 Increased transparency, 

disclosure and governance for a 
robust and competitive market. 

 Capacity building of MFIs 
including the 4000+ credit and 
savings cooperatives. 

 Privatization of Philippine Postal 
Savings Bank to increase 
operating efficiencies and 
support national expansion of 
savings services. 

 National financial literacy and 
education program to increase 
understanding and access to 
services. Increased knowledge 
of MFIs clients will also support 
a more competitive and efficient 
delivery of services. 

 Capacity building of regulatory 
authorities to support a safe and 
sound sector and MFI 
compliance. 

  
 

GOVERNANCE AND JUDICIAL SYSTEM 
o Governance issues are central to the widespread 

perception that the Philippines is less attractive 
as an investment destination than its neighbors. 
The opportunities lost as a result of this have 
compromised growth prospects and undermined 
the country’s ability to reduce poverty. 

o There is a need to make corruption a “high risk, low return” 
undertaking through sustained efforts to prosecute corrupt 
officials and tax evaders, speedy but just trials, an 
unwavering resolution to equally punish those found guilty, 
and concerted efforts to nurture new generations with zero 
tolerance for any form of corruption and strong concepts of 

o There is a need to support the 
institutional development of the 
Ombudsman’s Office, and the 
regular, appellate, and special courts 
to break the cycle of corruption and 
ensure that corrupt officials and tax 
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o Tax evasion and widespread corruption in public 
procurement have also gravely impaired the 
country’s available resources for needed 
development spending. 

o Lack of effective incentive and poor 
accountability result in rent seeking behavior and 
add to the cost of business. 

o The hidden costs of doing business, enforcing 
rights, and demanding the performance of 
obligations properly due, as a result of people’s 
inability to obtain timely and reliable justice, have 
also deterred foreign and local investment. 

 

good governance and democratic governments. 
o Public procurement, project implementation, public service 

delivery, and resource expenditure and management must be 
subjected to strong transparency and accountability 
measures which involve reliable oversight agencies, large 
groups of civil society, and ICT supported systems. 

o The operational, administrative, and institutional capacities of 
the Ombudsman, the special anti-corruption court 
(Sandiganbayan), the special tax courts, the public 
prosecutors and defense offices, the trial courts, the Court of 
Appeals, and Supreme Court need to be improved to reduce 
case congestion and delay, enhance judicial and legal 
competence (and skills), improve administrative support for 
judicial and legal functions, reduce rent seeking opportunities 
within these agencies, and reduce their susceptibility to 
political and economic pressures. 

 

evaders are prosecuted and 
appropriately punished. 

o Primary and secondary schools 
need to focus on values formation 
for zero corruption tolerance. 
Support in this area will require close 
coordination with the Department of 
Education, as well as the Supreme 
Court and the Ombudsman’s Office. 

o Support for improved procurement, 
project implementation, and 
resource flows need to be 
mainstreamed in every project, 
technical assistance, and program 
that is implemented.  

o Innovative but practical ways need to 
be considered for supporting civil 
society groups that act as watch 
dogs against corruption and as 
advocates for good governance. 

o The Action Program for Judicial 
Reform (covering all courts) and the 
Reform Program of the 
Ombudsman’s Office need to be fully 
supported. A SWAPp, developed 
together with the World Bank and in 
coordination with other development 
partners, may be considered to 
maximize the institutional 
development opportunities 
presented by these highly committed 
and reform oriented government 
bodies. 
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44. The linkages between the three strategic objectives of the CSP are significant. 
Successful fiscal consolidation will strengthen the investment climate, by building confidence in 
macroeconomic stability.  There is also an important link between governance reforms and an 
improved investment climate, as these reforms will establish and enforce a rules-based 
business and regulatory environment that encourages investment and rewards fair competition.  
Governance reforms also contribute directly to fiscal consolidation, as they will enable the 
government to perform its functions more efficiently, and operate effectively despite the tight 
caps on expenditures that have to be imposed for the next several years. 
 
45. Besides the high economic impact of holistic policy packages, the use of policy-based 
lending to leverage these reforms is particularly appropriate at this time, as the Government is 
intensely aware of the potential advantages of reducing borrowing costs by tapping ADB funds, 
rather than the commercial sources they have relied over the recent years. Each of the 
operations responds to this new Government perspective by incorporating conditionalities that 
are highly significant, so that their achievement will make a clear contribution toward the 
objectives of the CSP.  Care has also been taken to design conditionalities that are feasible, so 
that they have the desired incentive effects.    
 
C. Private Sector Strategy and Operations 
 
46. As described in paragraph 16, results have been mixed from ADB’s private sector 
transactions in the Philippines since 1986. PSOD investments in the power sector, together with 
public sector loans, acted as catalysts to attract other financing and brought about a rapid 
resolution to the power crisis of the early 1990s. ADB’s public sector policy support and program 
lending for capital market development and governance in the nonbank financial sector provided 
the underpinning for an equity investment in LGUGC; while LGUGC bond guarantees provide a 
key financial instrument to support ongoing policy dialogue and operations to broaden the LGU 
borrowing capacities based on improved local planning, budget, expenditure and revenue 
management.  
 
47. The CSP advocates increased synergy between ADB’s public and private sector 
operations to enhance investor confidence to promote private investment critical to offset 
fiscally-constrained public investment. The policy loans identified in the CSP support improved 
investment climate and seek to revolve sector efficiencies to attract private sector investment.  
ADB-supported private sector operations will be integral to their success.  For example, the 
Power Sector Development loan support for a well-regulated, privatized power sector, together 
with financial viable investments, will amplify investor interest. Private sector operations will 
partner with the public sector to provide a partial credit guarantee (PCG) and investment for 
privatization of power sector assets under the program.  The SME Development Support loan  is 
an example of how the public and private sector instruments and TA grants can be used to 
support polity initiatives, and through different financial products, target distinct segments of the 
SME market.  The loan will include a PCG to encourage private banks to expand their SME 
portfolios and technical assistance and equity to support establishment of a credit information 
bureau.   The Microfinance Development Program also proposes a PCG Facility for qualified 
MFIs to issue a domestic bond and meet their requirements.   The CSP’s support for Local 
Government Financing and Budget Reform will contribute to an improved investment climate at 
a subnational level, and strengthen potential for public–private partnerships involving private 
sector operations.  Similarly, the CSP support for improved governance and efficiency in the 
judiciary and the improved financial market regulation and intermediation will strengthen the 
basis for private sector investment. Thus, ADB’s public and private sector operations will be 
both catalytic and reinforcing during the CSP period. They will reinforce the fiscal consolidation 
process by (i) placing less demand on public resources, (ii) reducing pressure on public debt by
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allowing Government access to foreign and local funds at competitive spreads and for longer 
maturity, and (iii) reducing the need for public spending by “crowding in” private participation. 
 
 48. ADB operations, both public and private, will contribute to the rehabilitation of the 
investment climate through providing multi-dimensional support to improve the enabling 
conditions for the private sector. The focus of ADB’s private sector strategy under the CSP is to 
(i) create enabling conditions for business, (ii) generate business opportunities for private sector 
in ADB-financed public sector projects, and (iii) catalyze private investment.25 Central to this are 
governance reforms, i.e., establishing and enforcing a rules-based business and regulatory 
environment that encourages investment and rewards fair competition. Support to adequate 
physical infrastructure facilities and availability of finance as they allow business to operate, 
access markets and finance growth is coupled with fundamental governance reforms. While 
there is need for immediate private investment to generate employment and address 
infrastructure constraints, the long-term benefits of related investments will depend on the 
establishment of a much stronger legal, regulatory and institutional framework within each 
sector and the economy as a whole.  
 
D. ADB Lending Scenario and Modalities 
 
49.     ADB, the World Bank, and International Monetary Fund (IMF), have been closely working 
on a macroeconomic framework utilizing a common analytical framework.26  The tax measures 
and the power tariff revisions taken to date have the potential to resolve the fiscal deficit over 
the medium term.  Full revenue potential of new tax measures has yet to unfold and the 
continued expenditure stringency would be a challenge in case the pressures on adjustment of 
civil services remuneration build up. As a result continued vigilance is required relative to 
budgetary outturns in line with expectations. During this transitional period of crucial 
implementation of the fiscal reforms, the ADB will provide program support to assist that 
implementation of the budgetary, power and related reforms as long as the transition remains 
on track. This process is buttressed by the fact that the new revenue measures to date are 
already on annual basis, equivalent to 0.8% of GDP. This is composed of P36 billon (or 0.7 % of 
GDP) from the power tariff increases to date and the revenue from the sin taxes which amount 
to P7 billion or 0.13 % of GDP on an annual basis already under collection.  In addition to those 
receipts, P 28 billion or 0.5% of GDP is expected based upon the official estimates for the VAT 
collections in 2005.  
 
50.     Given this upfront adjustment, ADB lending level could be in the range of $1-1.5 billion for 
2005-2007 including $100-$150 million project lending. Continued rapid progress on the fiscal 
front by the Government could also be supported by ADB through cofinancing the proposed 
single tranche Development Policy Loan which is contemplated under the high case scenario of 
the  World Bank’s in its Country Assistance Strategy.27  Any significant reversals in fiscal trends 
and policy or lack of sector policy reforms at the desired pace would reduce prospects for 
achievement of the proposed lending scenario.  In this eventuality, ADB will be able to deliver a 
few selective and, if feasible, some down-sealed policy based operations which would be mainly 
for supporting the microfinance reform and local governance and finance reforms off budget 
project support for the GOCCs/GFIs and the sector national support programs in partnership 
with the World Bank.  The average annual lending under this scenario would be in the range of 
$150-200 million.  

                                                 
25  ADB. 2005. Philippines: Private Sector Assessment. 
26  Board Information Paper, November 2004. Philippines: Update On the Current Situation and ADB’s Work 

Program. 
27   The World Bank. May 2005. Country Assistance Strategy.  



 

 22 

51. Assistance instruments. To be responsive to client requirements, ADB will need to 
exploit the use of ADB’s full range of existing instruments flexibly as well as new products, 
policies and procedures that have been developed under the IEI.  The approaches and 
modalities will have to involve a judicious mix of interventions that are custom-fitted to the needs 
of the country.  Of most relevance under the IEI, would be the flexibility to adopt for the 
Philippines the Multitranche Financing Facility which would allow to phase in investments at an 
appropriate pace, Subsovereign and NonSovereign Public Sector Financing Facility, the Local 
Currency financing for public sector operations etc. as well as new cost sharing and expenditure 
financing for ADB projects in accordance with the policies as approved by the Board. 28  To be 
supportive of the fiscal consolidation process, CSP envisages high proportion of policy based 
lending with judicious investment lending supportive of the public expenditure priorities as 
agreed upon within the national programs. Part of the investment lending will be also coursed 
through off-budget agencies (GOCCs and GFIs). This will remain important, even with a 
successful program to enhance tax revenues since the Government intends to use the 
incremental tax resources to reduce debt and not to finance projects. 
  
52. The 2005–2007 lending program will focus on 10 operations (sequencing of these are 
presented in Figure 3 and Appendix 5). 
  

(i) Policy-based loan operations: To complement fiscal consolidation, and revive 
private investment and reduce sector policy distortion, as a part of the CSP dialogue 
ADB has been working on a series of Sector Program Loans including Power Sector 
Development,  Financial Regulation and Intermediation, Microfinance, and Local 
Governance and Finance. The pipeline includes program cluster operations with single 
tranches, an instrument ideally suited to the uncertain situation. Program loans will be 
provided under the usual safeguards, especially careful consideration of the strength of 
sector reforms and the sustainability provided by a conducive macroeconomic 
environment.  Detailed due diligence will be undertaken on sector-level reforms to 
ensure effective leveraging of policy reform. The timing, size and sequencing of sector 
program loans would however depend on fiscal consolidation progress which will lead to 
greater absorbency, while ADB policy lending will contribute to that progress—thus 
forming a virtuous cycle to reduce the fiscal deficit.  

 
(ii) Investment loan operations provide direct support to the MDGs. Each involves 
lending through an off budget agency (a water and sewage GOCC; a GFI; and three with 
LGU involvement) with limited technical support and counterpart needed from the 
National Government. These projects will be part of the low case scenario and are 
shown as “below the line” in Figure 3. The Government has reconfirmed the priority of 
the projects; processing will continue to ensure readiness criteria are met. Unlike 
Program lending, progress against fiscal criteria is not required to process these 
projects, but rigorous due diligence will be undertaken on the borrowing agencies 
(GOCCs, GFIs and LGUs) to ensure they have the financial strength to service their 
obligations and that the contingent liability of the ADB loan does not become a   

                                                 
28  Such new modalities are proposed for the Board consideration under  the two papers of the Innovative and 

Efficiency Initiative: Pilot Financing Instruments and Modalities (R-130-05). ADB. May 2005, and the Cost 
Sharing and Eligibility for Expenditures for ADB Financing: A New Approach 
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Government direct liability.  The  LGU operations  have  been affected by Government’s 
decision in 2000 to amend the national-local government financing mechanism, establish 
the Municipal Finance Corporation (MFC), and discontinue grant funding for devolved 
activities.29 As such some of the proposed project lending can only be channeled once 
the financing arrangements and procedures are in place.  

 
53. To support key line agencies of the national government that face severe budget limits, 
the use of the Sector Wide Approach (SWAp) to finance activities within the specific agency’s 
existing budget, but linked to progress on an  articulated  reform agenda, is one  modality  under 
evaluation. Given ADB’s limited exposure in implementing SWAps, it is likely that ADB would 
join with the World Bank for the SWAp, so as to provide realistic and consistent support for the 
latter’s National Program Support Operations (NPSO)30  in the Philippines. 
 
54. The results framework provides the management tool to monitor progress and the 
contribution of ADB operations towards achieving the desired fiscal outcomes. The criteria for 
investment and policy lending link ADB’s operations to the results matrix (Appendix 5).  For 
each operation, the results matrix outlines an expected level of fiscal progress or readiness to 
be achieved prior to processing for approval; an anticipated contribution derived from the ADB-
financed operation; and the targeted cumulative impact of all activities (of which ADB operations 
are only a part) measured against baseline indicators over the CSP period. Faster progress 
means opportunity for acceleration in ADB operations. The total impact should alleviate fiscal 
constraints, providing the underpinnings for a medium-term CSP and return to more “normal” 
ADB operations. 

 
55. Transition to Normal Operations (2008-2012). The shift of the Philippines towards 
normal operations and the processing of projects that rely on budgetary resources would 
depend on the size of the actual adjustment effort achieved over 2005-2007 relative to 2004 
and the introduction of new modalities. In aggregate the accumulated fiscal adjustment, as 
measured by the reduction in the National Government deficit, must be an achievement in the 
order of 1.5% of 2004 GDP and the power sector deficit would have to have been stabilized at a 
substantially reduced level, relative to its deficit in 2004. Future programs could then gradually 
shift to normal ADB operations as fiscal consolidation takes hold.  
 
56. Knowledge Products and Services. To complement lending, ADB will continue non- 
lending and KPS activities, including technical assistance totaling up to $4 million in any year 
(Appendix 6), in areas that align strongly with the CSP’s thrusts of supporting fiscal 
consolidation, the investment climate, and the MDGs.  
 

• Fiscal Responsibility. Support is programmed for improving Government’s risk 
management of public debt, and assessment and management of the contingent 
liabilities. Additional assistance could be available to augment revenue generation and 
financial management capacity in selected GOCCs and LGUs.  

 

                                                 
29  The National Government (NG) has initiated measures to rationalize its support to LGUs. In line with its 

decentralization policy for devolved activities, the NG will no longer provide grants to LGUs which will be 
encouraged to improve their internal revenue generation. The NG would revisit the role of NG grants to LGUs in 
the context of the MTPDP, which focuses on the identification of areas where well targeted and performance 
based matching grants may be provided by the NG to LGUs. The NG has also established MFC as an innovative 
measure to alleviate strain of local government financing on the NG budget and provide alternative source of 
funds for LGUs, particularly those that have limited access to private financial markets.  

30  The World Bank's NPSOs provide financial support for an agency’s procurement and public expenditure reforms. 
They cover a time-slice of an agency’s budget, based on an assessment of such things as the investment 
program, efficiency of recurrent expenditures, and budget control mechanisms.  
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• Urban Development, Water Supply and Environment Management. There are good 
prospects for KPS activities to improve the regulatory environment in the water supply 
and sanitation sub-sector as a basis for attracting private sector participation. 

 
• Transport. The ongoing Intermodal Transport Development PPTA31 may be redirected 

to support economic and sector work for planning and prioritizing transport sub-sectors 
to identify project opportunities, including feasibilities for bidding for private sector 
participation on a competitive basis, and enhancing the regulatory environment for 
shipping and air safety network and services. The lull in project lending provides an 
opportunity to address long-standing constraints related to land acquisition, eminent 
domain, resettlement compensation, and development of institutional capacity to 
address land and right-of-way acquisition and management. 

 
• Agriculture and Natural Resources. ADB will continue dialogue on development of 

sustainable enterprises and livelihoods, credit or inputs assistance for localized 
community development, and basic social services and infrastructure for improving 
quality of life of coastal residents, and rural poor. Pilot projects financed through bilateral 
trust funds or alternatives will be explored. Sector work will focus on improving LGU 
capacity for devolved responsibilities, as well as capacity strengthening for community-
based organizations, NGOs, communal irrigation systems, and irrigator cooperatives.  

 
• Health and Education. Efforts will focus on implementing the Health Sector 

Development Program, and completion of the Early Childhood Development Project. In 
the education sector, the move towards devolution is undermined by lack of budget 
cover. Faced with budget cover shortage for the past 3 years, and for 2004-2005, it is 
unlikely that the projects will be completed on time (end 2006). Given the delays, budget 
constraints, and large number of activities in the sector financed by other development 
partners, no additional activities in the education sector are planned for the CSP period.  

 
57. The close alignment of ADB’s operational program with the Government’s 10-point 
agenda and priorities of the MTPDP is indicated in Table 4.  
 
E. External Funding Coordination and Partnership Arrangements 
  
58. 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. ADB will continue to increase the partnerships for joint 
analytical and advisory work (e.g., membership of the Joint Oversight Committee for post-
conflict Mindanao includes some new partnerships with the Islamic Development Bank, the 
Bangsa Moro Development Authority, and NGOs). In conjunction with its lending program, ADB 
will continue to pursue cofinancing from other official and commercial sources. Dialogue is 
ongoing with the World Bank to develop not only parallel and complementary operations, but 
also to pursue SWAps through cofinancing of National Program Support operations to line 
agencies in ADB’s priority areas. ADB will maintain dialogue with the Government and private 
sector cofinanciers to identify appropriate financing for projects supported during 2005-2007, 
specifically through the use of its credit enhancement products. 
 
59. ADB works closely with the World Bank and Japan Bank for International Cooperation 
(JBIC) through joint portfolio reviews, and regular technical working group meetings. 
Cofinancing  partners  for TAs  and  loans  are  being  sourced  to reduce  the burden  of project  

                                                 
31  PPTA-4344-PHI: Intermodal Transport Development, for $1 million, approved on 31 May 2004. 



 

 26 

Table 4. Alignment of ADB’s Operational Program with the 10-Point Agenda and MTPDP Priorities 
 

 
10-Point Agenda and MTPDP Priorities 

 

 
ADB Program 

Agenda 1: BALANCED BUDGET BY 2009  
• Fiscal Strength  • Local Government Financing and Budget Reform SDP 

• Improving Risk Management of Public Sector Debt (TA) 

• Financial Sector  • Financial Markets Regulation and Intermediation SDP 
• Strengthening the Anti-Money Laundering Regime, Phase II (TA) 
• Financial Markets Regulation and Reform (TA) 

• Power Sector Reforms • Power Sector Development Program  
• Anticorruption  • Governance and Judicial Reform Program  

• Strengthening the Civil Service and Governance of LGUs (TA) 

• Bureaucratic Reforms • Local Government Financing and budget Reform SDP 
• Strengthening the Civil Service and Governance of LGUs (TA) 
• Harmonization and Managing for Development Results (TA)  
• Support for Health Sector Reform (TA) 

Agenda 2: EDUCATION FOR ALL  
•  Education   
Agenda 3: AUTOMATED ELECTIONS  
• National Harmony: Automated Elections   
Agenda 4: TRANSPORTATION AND DIGITAL INFRASTRUCTURE  
• Trade and Investment   
• Infrastructure • Rural Roads Development 

Agenda 5: TERMINATE HOSTILITIES 
• National Harmony: The Peace Process  • Support to the Mindanao Peace Process 
• Basic Need: Peace and Order  
• Rule of Law • Governance (Judicial and Justice System Reform) SDP 
Agenda 6: HEAL WOUNDS OF EDSA 1,2,3 
• National Harmony: Healing the Wounds of EDSA 
Agenda 7: ELECTRICITY AND WATER FOR ALL  
• Infrastructure  • Angat Water Utilization and Aqueduct Improvement 
• Energy Independence  
• Power Sector Reforms • Power Sector Development Program 
• Responding to Basic Needs of the Poor   
Agenda 8: OPPORTUNITIES FOR 10 MILLION JOBS 
• Trade and Investment  • Financial Markets Regulation and Reform TA 
• Agribusiness 
 

• Strategy for Development of Upland Communities in Southern Philippines 
• Strategy for Sustainable Aquaculture Development for Poverty Reduction  

• Financial Sector  • SME Development Support 
• Labor  • Microfinance Development Program 
• Responding to the Basic Needs of the Poor  • Strategy for Development of Upland Communities in Southern Philippines 

• Strategy for Sustainable Aquaculture Development for Poverty Reduction  
• Integrated Coastal Resources Management 
• Irrigation Rehabilitation (TA) 

• Science and Technology   
Agenda 9: DECONGEST METRO MANILA 
• Infrastructure  
• Responding to the Basic Needs of the Poor  
 

• Metro Manila Urban Services for the Poor 
• Metro Manila Urban Services for the Poor (TA) 

Agenda 10: DEVELOP SUBIC-CLARK AS LOGISTICS HUB 
• Trade and Investment   
• Infrastructure  
Source: Medium-Term Philippine Development Plan, 2004-2010. 
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financing on the Government budget. The guiding principle in both programming and 
implementation has been to move  beyond  coordination to  cooperation to  optimize  delivery of  
existing programs and achieve a multiplier effect by combining resources.32 ADB leads in policy 
dialogue for the power sector and capital market reforms, while the World Bank leads in areas 
such as public sector management reforms and rural electrification. JBIC cofinancing is being 
explored for the power sector, with KfW in urban development projects, with the OPEC Fund in 
water supply, and AusAID in education, among others. ADB has co-led, with JBIC and the 
World Bank, harmonization of procurement and financial management policies and procedures 
in the Philippines, which is a strong supporter of the effort to reduce transactions costs of 
dealing with development partners, and is a pilot for country-level harmonization under the 
global harmonization effort. A proposed TA on Harmonization and Management for 
Development Results will focus on financial management, audit, gender, environment 
assessment, resettlement, and procurement. ADB leads  and  participates  in  development  
partner  working  groups,  including   those  under  the Consultative Group Framework and of 
UN agencies, covering Mindanao, governance, SMEs, anticorruption, decentralization, LGU 
benchmarking, microfinance, and health. ADB and other partners supported World Bank’s 
Development Innovative Marketplace for the Philippines, which encouraged solutions to poverty 
reduction by civil society. ADB, UNDP, and the World Bank formed the JNA Secretariat to 
conduct a JNA to identify priority activities for conflict-affected communities in support of the 
peace process with the Government and MILF (Appendix 7 presents a matrix of development 
partner cooperation). 
 
60. There is growing consensus among development partners and the Government of the 
benefits of harmonized policies and procedures. ADB and World Bank are working with the 
Government on a harmonized framework for assistance, including common approaches to 
economic and fiscal analysis, procurement, and results frameworks. The Government, ADB and 
the World Bank are also seeking to identify a common set of indicators to be used in monitoring 
the assistance programs and progress towards outcomes. A common framework for outcomes 
and indicators would reinforce the fundamental alignment of development assistance with 
country-driven strategies. This synergy among the development partners, but not necessarily 
identical approaches, allows each to utilize its comparative advantage to help optimize 
development assistance and progress towards development outcomes.  

 
F. Managing for Development Results  
 
61. The Government of the Philippines has played a leading role in the multilateral dialogues 
to accelerate the global reform agenda for Harmonization and Development Effectiveness, 
including serving on the drafting committee for the recent Paris Declaration. The Government 
has endorsed results-based management and is incorporating a results-based framework into 
its development planning, project implementation, and monitoring, of development impact. 
ADB’s CSP complements this with its parallel framework. To facilitate the flow of new ODA 
support for the fiscal responsibility agenda, during the 2005 Philippine Development Forum the 
Government agreed with development partners and local stakeholders to hold regular joint 
performance reviews of progress toward major benchmarks for fiscal consolidation, especially 
revenue mobilization and deficit reduction. The 3-year CSP framework departs from the 
approach appropriate for a longer-term CSP. Within its shorter time frame, the 3-year CSP 
framework looks to substantive and measurable results that improve the fiscal outlook and 
investment climate, with a view to allowing resumption of more normal operations to promote 
broad-based and inclusive economic development. For the 3-year CSP, the quantitative results 
focus  on  fiscal  consolidation,  as   indicated  for  example  by  improvement  in  the  expected 
                                                 
32  For example: innovative agreements with Germany’s Gesellschaft fur Technische Zusammenarbeit and UN 

Habitat for the proposed Development of Poor Urban Communities Project (2003); development partner 
collaboration to help implement the Supreme Court’s Action Plan for Judicial Reform. 
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deficit/GDP ratio. The results framework is designed as a management tool to guide ADB 
operations (Figure 4); detailed activities are provided in Appendix 8.  
 
62. There are several other salient aspects of the CSP results framework. First, there is no 
hierarchy or annual timing for fully processing the projects in the pipeline. For example, the 
timing of Board consideration for policy-based operations is dependent on the results of fiscal 
consolidation progress, as measured by the expected reduction in the deficit/GDP ratio, and 
progress and content of sector reform agendas. Second, the CSP results framework is not 
based on annual lending levels achieved, but on the qualitative process of continuous 
engagement with stakeholders, and quantitative progress on reducing the fiscal deficit. This 
allows ADB to be flexible in its response. Once significant progress has been achieved in 
improving the fiscal outlook, the CSP will be replaced with a medium-term, fully outcome-
oriented CSP. Third, actions to achieve the expected reduction in the deficit/GDP ratio will 
precede ADB lending operations, rather than actual results of the actions. The complex political 
economy of the Philippines does not enable a firm timetable for the delivery of the actions for 
fiscal consolidation, either tax measures needing legislative action by Congress or decisions by 
independent regulatory agencies on such things as user charges. Efforts by the administration 
to increase tax collection efficiency, reduce corruption in revenue agencies, cap borrowing by 
GOCCs, increase consumer tariffs and service fees, and reduce public procurement costs will 
take time to take hold.  
 
63. During the CSP period, any near-term measurable improvements in key social 
indicators, poverty reduction, or progress in the MDGs is unlikely given the limited public 
investment resources available. Although the economy has performed well, it remains subject to 
shocks. The private sector continues to grow, but  has  not  produced  jobs  commensurate  with 
that growth. No real progress on the longer-term outcomes or MDG’s can be expected in the 
absence of an improved fiscal outlook and investment climate. Immediate progress on these 
reforms will cement the cornerstone upon which both public and private investment can be 
mobilized, jobs created, infrastructure built, and essential services delivered to the poor. 
  
64. While ongoing projects have experienced delays due to budget constraints, they are still 
expected to support the longer-term development outcomes. Maintaining the gains achieved in 
portfolio management through constant project monitoring and restructuring will be essential to 
the achievement of development results in the near-term from this ADB-assisted operations. 
Continued improvement in the implementation of ongoing projects will support ADB's 
contribution to development outcomes over the next 4–5 years. 

 
V.  RISKS AND ASSUMPTIONS 

 
65. Fiscal consolidation is needed urgently to avoid economic instability and to lay the 
foundation for renewed development. A solution to the financial stress of the power sector is 
integral to macroeconomic stability. These, and the other targets of the MTPDP, require time to 
be achieved; moreover, each target is ambitious, and will require sustained effort. The major 
risk to the CSP is slower-than-needed progress to reduce the consolidated deficit, which 
manifests itself as public debt pressure. Increased access to ODA provides an opportunity for 
the Philippines to contain funding pressures at manageable levels. However, there is a risk the 
Philippines will not be able to avail fully of the potential ODA if the pace and quality of reform 
efforts falter. The situation is complicated by the need to forge strong consensus among 
constituencies with divergent views on the most appropriate course of action. The complex 
political economy—including political alliances that do not always translate to support for the 
administration’s legislative agenda, and strong vested interests with effective lobbying—pose 
risks to a process requiring urgent but unpopular legislative and administrative measures. As 
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the administration does not have direct control of the process, slow paced and low quality 
reforms will adversely affect implementation of the CSP. ADB will help maintain the momentum 
and quality of reform through advocacy with all stakeholders and policy dialogue with 
Government (see Appendix 3). 
 
66. To maximize development impact, the pace at which ADB delivers its operational 
program will be determined by the results framework. The program will be most effective if it 
does not run ahead of the political commitment, macroeconomic circumstances, and sector 
reform efforts. The lack of progress towards eliminating poverty is nowhere more evident than in 
the conflict-affected areas of Mindanao. The risks associated with ongoing hostilities cannot be 
adequately measured. However, continued conflict weakens investor sentiment not only for 
Mindanao, but for the country as a whole.  
 
67. The effectiveness of the development partnership depends on ADB’s responsiveness to 
the needs and priorities of the Philippines. The past 2 years have highlighted the difficulties for 
ADB being able to provide significant support with its traditional instruments, especially the 
range of public sector lending tools appropriate to the Government’s tightly constrained fiscal 
situation. ADB is addressing this in part with a program that concentrates on “off-budget” 
partnerships, and policy-based operations. The Philippines demand for lending products will 
require ADB to be responsive by providing instruments that match needs. ADB-wide initiatives 
being explored to better meet the needs of OCR borrowers (like the Philippines) will be an 
important determinant of how the partnership evolves during the life of the CSP. 

 
 

VI. RESOURCING THE STRATEGY AND PROGRAM 
 
68. The Philippines is an “OCR only” country, and there is not expected to be any shortage 
of OCR resources during 2005–2007. Maintaining engagement in priority sectors with reduced 
or no project lending during the CSP period will call for alternative interventions financed from 
grant resources. Support to LGUs and GOCCs may also require new approaches such as 
municipal bond floats, and project development or maintenance funds. Meanwhile, policy 
studies will help address longer-term development constraints and define the capacity 
development necessary to remedy these concerns. They call for higher levels of KPS, ETSW, 
technical assistance, policy dialogue and workshops, advocacy with civil society, and 
stakeholder partnerships.  ADB’s existing envelope of grant fund resources is inadequate 
(averaging $2 million annually over 2000-2005) and the product mix is restricted. The complex 
nature of the problems may call for a more flexible “project preparatory-cum-advisory” facility 
that could deal with larger issues often outside the scope of PPTA. Some of the funding and 
resources shortfall may be met from co-financing and agreements with other development 
partners, but these sources have their own restrictions, programming constraints, and 
processing guidelines that may delay ADB’s timely response to the needs of the country. 
Although there are a number of grant facilities available to the Government from various 
development partners, the Government’s ability to align these resources and encourage joint 
operations so as to optimize development outcomes has been limited. While ADB can assist 
this process, the staff time and resources spent in aligning assistance with the programs and 
strategic priorities of other development partners should not be underestimated.  
 
69. The Philippines portfolio has been high maintenance in recent years for both ADB and 
Government counterpart agencies. Despite the reduction in the number of ongoing loans, staff 
resource intensity will remain high, to ensure a focus on outcomes. Project administration 
missions and consultations will need to maintain the momentum of ongoing projects and prevent 
decline in portfolio quality.  
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70. ADB support to the Mindanao peace process is a special case that will require additional 
resourcing.  Funding to continue and extend the JNA, and a possible eventual contribution to 
the Mindanao Trust Fund, needs to be secured. In addition, a new “delivery mechanism” will 
need to be defined—likely at the local level and without the need to pass through the restricted 
Government budget process. ADB has no substantive direct grant product for NGOs, 
community organization and civil society groups. Such facilities for localized, direct delivery of 
assistance would help ensure the success of any operations in the conflict-affected 
communities. A direct grant facility could also be highly effective for advocacy, outreach, and 
communication in support of other key policy objectives and the reform agenda. 
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Appendix 1 
 

PROGRESS TOWARD THE MILLENNIUM DEVELOPMENT GOALS AND TARGETS1 
 
 

Goals and Targets Country Status Prognosis 
Goal 1. Eradicate extreme poverty and hunger 
 
Target 1: Halve the proportion of people 
living in extreme poverty between 1990-
2015 

Government monitors MDG1, Target 1 using national subsistence incidence, instead of 
the international target of proportion of people whose income is less than $1/day. 
Based on ESCAP estimates, the proportion of people whose income is less than 
$1/day was reduced from 19.1% in 1990 to 11.5% in 2002. 
 
 
 
If subsistence incidence is used as target for reducing poverty as adopted by 
Government, it might be used as a proxy indicator for hunger because subsistence 
incidence is based on food poverty line. In the Philippines, progress in reducing hunger 
has been modest. While subsistence incidence of families fell from 20.4% in 1991 to 
16.7% in 2000, the magnitude of food poor families increased from 2.4 million in 1985 
to 2.5 million in 2000 with great regional and provincial differences.  
 

High Probability                

Philippines is generally on target, 
although most other Southeast Asian 
countries have already met this goal. 

Low Probability 
 
Government has changed the way 
subsistence incidence is measured in 
2003, making it quite difficult to monitor 
the reduction by half in the subsistence 
incidence from 1990 to 2015. 

Target 2: Halve the proportion of 
population below minimum level of 
dietary energy consumption & halve 
proportion of underweight children 
(under 5 yrs. old) 

The proportion of children under five years old who are moderately and severely 
underweight has been reduced by less than 4%, From 34.5% in 1990 the proportion 
remains very high at about 30.6% in 2001.  The target of 17.25% in 2015 does not 
seem likely to be met. Also, based on UN estimates, there has been only a 3% drop in 
the proportion of Filipinos who are undernourished, from 26% in 1991 to 23% in 1998.  
 

Low Probability 
Considering the current rate of 
progress, the country is lagging in 
meeting the target. 

Target 3: Halve the proportion of people 
with no access to safe drinking water or 
those who cannot afford it by 2015 

This MDG1, Target 3 as defined here by Government should actually be Target 10, 
MDG7 in line with UN international definition. Nevertheless, Philippines has not been 
able to maintain the gains made in providing safe drinking water to its population. 
Based on UN estimates, rural population with sustainable access to an improved water 
source declined from 82% in 1990 to 79% in 2000; and from 93% in 1990 to 91% in 
2000 for urban population. 

Medium Probability 
Government needs to vigorously 
implement and monitor the water 
supply, sewerage and sanitation master 
plan for the target to be met. 

Goal 2. Achieve universal primary education  

Target 4: Achieve universal access to 
primary education by 2015 

The NSCB data show a drop in net enrolment ratio in primary education from a near 
universal 99.1% in 1990 to 95.1% in 2001. While this overall ratio is reasonably high, 
the already low cohort survival rate (i.e., proportion of students who start grade 1 that 
complete grade 5) further dropped from 68.2% in 1990 to 67.1% in 2001.   

Medium Probability 

Unless enough resources are devoted 
and reforms are pursued with 

                                                 
1 In the monitoring reports prepared in the Philippines some non-standard indicators have been used for assessing performance, which do not quite match the UN norms 
on targets. See ADB. February 2005. Poverty in the Philippines: Income, Assets and Access. 33 



 

Goals and Targets Country Status Prognosis 
determination, the Philippines may not 
meet the target by 2015. 

Goal 3. Promote gender equality  

Target 5: Eliminate gender disparity in 
primary & secondary education, 
preferably by 2005, & all levels of 
education not later than 2015 

In the Philippines, education is one area where women and men have almost equal 
status.  In fact, in school year (SY) 1999-2000, girls had a higher net participation rate 
both in the elementary (97.1%) and high school (68.3%) levels than boys with 96.8% 
and 62.6% respectively.  The net enrolment data for SY 2000-2001 shows that there 
were almost equal numbers of girls and boys in the elementary level where the ratio of 
girls to boys was around 96:100.  This ratio was higher in the secondary level, with 105 
girls to 100 boys.  
 

Already Met  

The indicators for gender equality and 
empowerment of women are universally 
high in the Philippines. In the sphere of 
education, the MDG targets have long 
been met with the participation rate of 
girls tending to exceed that of boys, as 
do cohort survival rates. 

Goal 4. Reduce child mortality 

Target 6: Reduce children under-five 
mortality rate by two-thirds by 2015 
 

Infant mortality rate significantly declined overtime.  It dropped from 57 per 1,000 live 
births in 1990 to 35 in 1998, while the child mortality rate dropped from 80 per 1,000 
children, to 48.  Philippines is setting a high target of reducing under-5 mortality rate by 
2/3, or 22 per 1,000 live births by 2015 from 38 in 2001.   

High Probability 

Given the current rate of progress and 
assuming that the country will sustain 
initiatives including resources, the target 
is likely to be achieved.   

Goal 5. Improve maternal health 

Target 7: Reduce maternal mortality 
rate by three-quarters by 2015 
 

The 1998 National Demographic and Health Survey (NDHS) shows that the country’s 
maternal mortality ratio (MMR) slowly decreased from 209 per 100,000 live births in 
1990 to 172 per 100,000 live births in 1998.  Attaining MDG means working for the 
reduction of maternal mortality incidence to 53 per 100,000 live births by 2015. 
Government’s estimate of maternal dates accounting for about 14% of all deaths 
among women of reproductive age—15 to 49—is unacceptably high. 
 

Low Probability 

The country has to double current 
efforts to be on track.  

Target 8: Increase access to 
reproductive health services to 60% by 
2005, 80% by 2010, and 100% by 2015 

Some 77% of pregnant women receive the minimum pre-natal check-ups; around 75% 
receive iron supplements; 57% receive iodine; 33% receive tetanus toxoid 
immunization; and 57% receive post-partum care.  To address the problem of women’s 
access to reproductive health services, the Government has implemented the Women’s 
Health and Safe Motherhood project from 1995 to 1999.  

Medium Probability 

Government is intensifying its efforts to 
ensure 100% access to reproductive 
health services by 2015 through various 
programs in reproductive health, family 
planning and population 
management.  
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Goals and Targets Country Status Prognosis 
Goal 6. Combat HIV, AIDS, malaria and other diseases 

Target 9: Halt & reverse the spread of 
HIV/AIDS by 2015 
 

From 1984 to 2001, the HIV/AIDS Registry recorded 1,611 HIV cases.  Between 1984 
and 1992, the annual number of confirmed cases reported remained below 100. 
Between 1993 and 1999, the annual cases exceeded 100, but remained below 200. 
The actual number of HIV cases is estimated at between a low of 5,000 to a high of 
13,000 (or a prevalence rate of 0.02% of the total population). The Government has 
actively responded to the HIV/AIDS concern since the first AIDS case in 1984. 

Medium Probability 
 
The population remains highly 
vulnerable. In order to ensure that HIV 
prevalence does not exceed 0.02%, the 
Government is continuing its efforts to 
sustain prevention activities, strengthen 
multi-sectoral involvement, and mobilize 
local responses to the problem. 

Target 10: Have halted by 2015, and 
begun to reverse the incidence of 
malaria and other major diseases 
 

Malaria, including filariasis, is still one of the 10 leading causes of morbidity in the 
country though not anymore a leading cause of death.  A reduction in the morbidity rate 
has been observed for the past years. Specifically, this declined from 123 cases per 
100,000 population in 1990 to 73 cases per 100,000 population in 1998. The mortality 
rate also fell from 1.5 deaths per 100,000 population in 1990, to 0.9 deaths in 1995.  
Similarly, tuberculosis is a major health problem in the Philippines. The mortality rate 
from TB has declined in the past 20 years from 69 deaths per 100,000 population in 
1975 to 39 deaths per 100,000 population in 1995.  At this rate, around 75 Filipinos die 
everyday from TB. 
 
The Government has implemented the Malaria Control Program and the National 
Tuberculosis Control Program nationwide in order to prevent the diseases from 
spreading further.  

Medium Probability 
 
The Government continues to reach 
vulnerable population, strengthen local 
capacities, coordinate with private 
providers and identify alternative forms 
of financing for its programs. 

Goal 7. Ensure environmental sustainability 

Target 11: Implement national 
strategies for sustainable development 
by 2005, to reverse loss of 
environmental resources by 2015 
 

The country’s natural resource base continues to be under threat, and the economic 
value of natural resources is on the downward trend due to high deforestration rates, 
depletion of fishery resources, inefficiencies brought by the partial devolution of ENR 
management to LGUs, continuing depreciation of upland soils, degradation of 
biodiversity, and unstable government policies, among others.  In response to these 
conditions, the Government has implemented several environment protection plans and 
programs.  

Low Probability 

Government needs to set priorities in 
attaining environmental sustainability, 
and ensure the implementation of 
environment protection plans and 
programs. 
 

Target 12: By 2020, to have achieved a 
significant improvement in the lives of at 
least 100 million slum dwellers 
 

In October 2000, about 1.3 million informal settler families or 7.5 million informal settler 
individuals were identified in key urban centers, with 57% in Metro Manila.  These slum 
dwellers in the country still live in heavily populated urban areas, which are 
deteriorated, hazardous, unsanitary or lacking in standard conveniences. The 
Government’s National Shelter Program (2001-2004) is extending assistance to a 

Medium Probability 

The Government is working with the 
private sector and civil society to also 
provide auxiliary facilities and livelihood 
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Goals and Targets Country Status Prognosis 
target of 880,000 households (about 61% of whom are informal settlers), and 
implementing policies for the welfare of the poor. From January 2001 to July 2003, the 
Government provided security of tenure to 268,861 informal settlers and provided 
housing and slum upgrading services to 125,934 households belonging to the bottom 
30% of the income population.  
 

to slum dwellers. 

Goal 8. Develop a global partnership for development 

Target 13: Develop further an open, 
rule-based, predictable, non-
discriminatory trading & financial 
system; include a commitment to good 
governance, development & poverty 
reduction – both nationally and 
internationally 

Trade reforms were undertaken to attain the country’s competitiveness in the global 
market. These were complemented by liberalization measures in areas such as 
investments, finance, foreign exchange and retail trade.  Structural reforms such as 
privatization and deregulation efforts are also implemented.  The Government will also 
continue to undertake efforts to enhance competitiveness of industry and services 
sectors. Opportunities and benefits of globalization will be balanced with stronger 
regulatory capability, more transparency, and effective implementation of safety nets.  
 

High Probability 

The Government continues to 
undertake efforts to enhance 
competitiveness of industry and 
services sectors. Opportunities and 
benefits of globalization will be 
balanced with stronger regulatory 
capability, more transparency, and 
effective implementation of safety nets. 

Target 14: Deal comprehensively with 
the debt problems of developing 
countries through national & 
international measures in order to make 
debt sustainable in the long term 

As of 2000, the Philippines total external debt amounts to US$52.1 billion, which is 
about 65.8% of GNP. Total debt service for the year only amounted to US6.1 billion.  
 
The Government is implementing a fiscal program to achieve fiscal balance over the 
medium term through a combination of revenue/tax and expenditure reforms. It will also 
pursue reforms to achieving greater efficiency in spending and measures to optimize 
the use of ODA as a cheap source of external financing. 

Medium Probability  

 
Sources: Philippine Progress Report on the Millennium Development Goals (January 2003)- United Nations Development Programme (UNDP), and National Economic 
Development Authority (NEDA); NSCB MDG Website; ESCAP (2004); Country Economic Review, Philippines (November 2004), ADB Basic Data (May 2004) - Asian 
Development Bank; World Bank Poverty Monitoring Website. 

36 



 37
 

  
Appendix 2 

 
Strategic Highlights of  Five Thematic Assessments 

 
1. Poverty.2 Despite its middle-income status, with per capita income of almost $1000, the 
Philippines shares some problems of low-income countries, including high poverty. The 
assessment confirms the multi-faceted nature of Philippines poverty, including deprivation of 
access to five essential assets—financial (income, credit), human (education and health), 
natural (land, clean air, biodiversity), physical (infrastructure and services), and social (trust, 
reciprocity, cooperation).  Measuring income poverty is complicated by changes in official 
methodology. However, it is clear that gains made since 1985 in reducing poverty incidence (the 
proportion of families or the population living in poverty) were reversed in 1997, while the 
magnitude of poverty (the absolute number of people living in poverty) has increased 
continuously. National poverty figures mask significant variation between rural and urban areas 
(with incidence in the former more than twice that in the latter), and among regions (with poverty 
incidence more than 60% in some provinces, especially in southern Philippines, where the 
security situation is a cause of poverty). Most targets announced in the past, including those in 
the Poverty Partnership Agreement3, have not been met. The multidimensional character of 
poverty is captured in the MDGs, which the Philippines is committed to achieving by 2015.  
Recent joint reviews by the Government and the United Nations4 indicate that, while on track in 
some areas, the Philippines needs to accelerate progress in income poverty reduction, 
malnutrition, gender equality in depressed areas, maternal mortality, health, and environment 
sustainability. See Appendix 1 for ADB’s assessment of the prospects for the MDGs in the 
Philippines. A more balanced fiscal position, addressing core issues of governance and 
corruption, institutional strengthening and policy reforms are required to complement greater 
investment in people, the physical environment, and infrastructure, to facilitate realization of the 
MDGs. The assessment concludes that poverty reduction needs pro-poor growth, with particular 
emphasis on employment creation; investment in human capital is key; high population growth 
thwarts development efforts; and there is a need for better targeting of poverty reduction 
resources (poverty mapping is a useful tool). These characteristics and findings have been 
taken into account in preparing the CSP; they are essential reference points for preparing 
policies and programs to reduce poverty. 
 
2. Governance and Institutional Capacity.5 The Government’s new MTPDP indicates 
“graft and corruption are increasingly viewed as threats to the sustained growth and 
development of the country.”6 This is confirmed by ADB’s governance assessment, and the 
investment climate survey.7 The former found low public confidence in the civil service, often 
considered unwieldy, wasteful, uncoordinated, corrupt, and inept; the latter quantified the 
additional costs imposed on businesses for such things as informal payments to obtain licenses 
and permits. Local government units (LGUs) are the public institutions closest to the people, 
and in an archipelagic nation like the Philippines are the essential links in the chain of 
governance. The decentralization experience since enactment of the Local Government Code in 
1991 highlights the mismatch between mandates and resources, and the large discrepancy in 
performance among LGUs. The mechanism by which nationally collected revenues are 
distributed to LGUs often favors the better off and larger sub-regional entities. In the legislative 
                                                 
2   ADB. 2005. Poverty in the Philippines: Income, Assets and Access.  
3  Asian Development Bank and Government of the Philippines: Poverty Partnership Agreement, October 2001. 
4  Government of the Philippines and the United Nations. January 2003. Philippines Progress Report on the 
Millennium Development Goals.  
5   ADB. December 2004. Governance Assessment of the Philippines.   
6  National Economic and Development Authority. November 2004. Medium-Term Philippine Development Plan 2005-
2010, p.249. 
7  ADB. 2004. Improving the Climate for Investment and Productivity in the Philippines. 



 

branch of government, passage of laws has become less efficient, especially due to the 
complex political economy that contributes to prolonged processing; while much needed 
development and economic work has stalled for lack of appropriate legal frameworks. Despite 
increased public expenditure to maintain Congress, the quantity and quality of legislative output 
has declined.  During the past three years the Supreme Court’s comprehensive reform program 
has accomplished much in terms of improved transparency, efficiency, and public confidence in 
the higher courts. However, the judiciary’s crucial governance role is affected by issues of 
independence, accountability, and fiscal autonomy. Generally, while governance institutions 
have been established, to deliver on their mandates they need technical strengthening, 
enhanced accountability, and increased de-politicization.   
 
3. Private Sector.8 The Philippines has a long tradition of private-sector led growth with 
consistently high levels of private sector involvement in the economy—in 2003, the private 
sector generated 95% of domestic output and employed 92% of the registered workforce. 
Foreign investors are significant players.  However, after the 1997 regional financial crisis, 
private investment flows slowed sharply and have yet to recover.  The assessments indicate the 
drop in domestic and foreign investment is due largely to the Philippines’ deteriorating 
investment climate, and weak infrastructure and financial intermediation. The perceived risks of 
doing business in the Philippines are rising, encouraging foreign investors to seek alternative 
investment destinations. Recent disputes concerning private contracts in the power, water and 
airport sectors highlight investor concerns related to the legal and regulatory framework, limited 
recourse available to resolve disputes, and the high level of political intervention in the 
commercial sector.  Philippine competitiveness relative to other countries in the region is 
affected adversely also by such things as the high cost of power, low labor productivity (causing 
high unit labor costs), poor governance, bureaucracy, and security.  
 
4. Gender.9 The Philippines continues to have one of the highest maternal mortality rates 
(MMR)10 in Southeast Asia. Its MMR of 172 in 1998 was about four times that of Thailand and 
about twice that of Viet Nam. Within ASEAN, the country also has the second highest number of 
total births per year (1995-2000); four times that of Malaysia and about twice that of Thailand. 
This is due to the lower contraceptive prevalence rate among women, who do not control nor 
decide freely on matters relating to their fertility. This results in women being vulnerable to 
health risks due to complications in pregnancy, and reduces job opportunities. Urgent 
government action is needed to address the high population growth rate, poor reproductive 
health, unwanted fertility, illiteracy, and discrimination against women. With a population 
approaching 84 million, the Philippines is the 13th most populous country in the world. While the 
general population enjoyed a 95.1% rate in literacy in 2001, some regions still experience 
gender disparities and low literacy rates. The Autonomous Region in Muslim Mindanao 
(ARMM), for instance, has the country's lowest functional literacy rate for women and men, at 
50% and 63%, respectively. The education system has an expansion rate lower than population 
growth, which results in low quality education—difficult learning conditions, inadequate 
equipment, and poorly qualified teachers. Violence against women is widespread, including 
sexual harassment in schools and at work, as well as human trafficking, forced prostitution, 
domestic violence, and marital rape with severe adverse effects on health, earnings, and job 
performance and security. It is one of the factors that causes low productivity among women 
and makes them vulnerable to poverty. Although attention to gender issues is mainstreamed in 
all ADB operations in the country, the conditions of women in the conflict-affected areas of 
Mindanao is of particular concern. 
 
                                                 
8  ADB. 2005. Private Sector Assessment. ADB. 2004, Improving the Climate for Investment and Productivity in the 
Philippines. 
9  ADB. 2004. Country Gender Assessment, Philippines. August.  
10 Refers to annual number of deaths of women from pregnancy-related causes per 100,000 live births. 
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5. Environment.11 The Philippines is making uneven progress towards the MDGs’ 
environmental goals and targets. Progress has been made in the areas of (i) formal protection 
of land resources for biological diversity purposes; (ii) decreasing ozone-depleting CFC 
consumption; (iii) percentage of the population with access to improved drinking water sources; 
and (iv) improved sanitation. But, the rapid urbanization—with more than two million persons 
being added to the urban population every year—constrains the country’s ability to provide 
adequate infrastructure, social services, and suitable urban environmental infrastructure to 
address water supply and water quality problems. Also, per capita carbon dioxide emissions are 
increasing, and energy consumption per unit of gross domestic product (GDP) is remaining 
constant. The country faces institutional, policy, and regulatory constraints to both reversing the 
negative trends in many natural resource and environment conditions, and in accelerating 
improvements in other environmental resources. 
 
 

                                                 
11  ADB. 2004. Country Environmental Assessment.  



 

Appendix 3 
 

PORTFOLIO DEVELOPMENT 
  

Table 1.  Portfolio Indicators 
(as of 31 December 2004) 

 

Net Loan Amount Undisbursed 
Balance 

Contract Awards
1Jan -31 Dec 

2004 

Disbursement 
1 Jan – 31 Dec 

2004 
Disburseme
nt "At Risk"

Sector ($million) (%) (No.) (%) ($million) (%) ($million) (%) ($million) (%) Ratio (No) (%) 

                    
Agriculture & Natural 
Resources 

 
272.702 24.5 9 33.4 156.103 21.1 22.630 16.3 23.297 14.6 13.0 0 0.0

Energy 85.777 7.7 2 7.4 41.544 5.6 0.728 0.5 4.342 2.7 9.5 1 50.0

Finance and Industry 0.000 0.0 0 0.0 0.000 0.0 75.000 54.0 75.130 47.0 99.9 0 0.0

Social Infrastructure 496.553 44.6 13 48.1 426.975 57.7 35.225 25.4 29.072 18.2 12.0 0 0.0
Transport and 
Communications 187.000 16.8 2 7.4 60.308 8.2 4.004 2.9 23.889 15.0 28.4 1 50.0

Others/Multisector 71.000 6.4 1 3.7 54.799 7.4 1.269 0.9 3.967 2.5 6.85.9 1 100.0
                    

TOTAL - PHI 1,113.032 100.0 27 100.0 739.729 100.0 138.856 100.0 159.697 100.0 22.9 3 11.1
                    

TOTAL - ADB 32,649.004   491   22,577.026   12,409.306   10,071.978   17.7 69 14.1
 
 
A. Portfolio Management and Development Impact 
 
1. During the past two years the Philippines active loan portfolio has been transformed 
from what was for a long time one of ADB’s weakest performers to what is today among the 
best (Table 1). The achievement represents a major shift towards results-based portfolio 
management, paving the way for more effective future assistance. The process has been 
intensive, demanding, and highly instructive. It has involved some dramatic—yet effective—
actions.12 ADB and government counterparts learned valuable lessons about project design, 
implementation, and monitoring procedures, which place all stakeholders in a much stronger 
position to maintain a quality portfolio and, looking forward, to be more aware of pitfalls that 
erode project quality-at-entry (although the effects might not show up for several years). The 
strongly cooperative ADB-Government effort has substantially raised understanding on both 
sides of the development partnership of what constitutes a quality loan portfolio, and the sorts of 
hard decisions needed to get there and stay there. A snapshot of how the portfolio’s quantitative 
indicators have improved is provided in Table 1, and illustrated in Figures 2-7. For the first time 
in many years, some portfolio performance indicators for the Philippines are better than ADB 
averages. For example, 2004 is the first time in five years the Philippines’ portfolio has 
outperformed the ADB average for the proportion of “at risk” projects13. The un-disbursed loan 
balance has been significantly reduced, resulting in a substantial drop in commitment fees paid 
by the Government to ADB. Average project implementation time has fallen sharply, getting 
quicker returns to intended beneficiaries.   
 

                                                 
12  Disbursements for civil works contracts of the Sixth Roads Project were suspended for about 12 months pending 
resolution of issues involving land acquisition and compensation of persons that were not in accordance with ADB 
guidelines. The suspension on most contracts has since been lifted, due to satisfactory performance.  
13   In comparison, “at risk” projects comprised 18% of ADB’s total portfolio in October 2004, and 22.8% in 2000. 

40 



 41
 

Table 2: Improvement in Portfolio Quality Indicators 
 

Portfolio Quality Indicator 2004 2000 
Disbursement ratio (%) 
        All loans 
        Project loans 

 
22.9 
13.6 

 
11.3 
10.4 

Implied average implementation period for project loans (years) 7 10 
Undisbursed loan balance ($’000)  740 1,779 
Number of active loans 27 51 
Projects at risk  - number  
                          - % of loans in portfolio   

3* 

11* 
15 
29 

Commitment fees paid by the Government ($ million) 4.3 7.2 (av., 2000-2003) 
      *  By end April 2005,  there were only 2 projects at risk, representing 8 percent of loans in portfolio. 
 
2. The better quantitative indicators are necessary, but not sufficient, to achieve greater 
development impact. For example, while a low disbursement ratio indicates delayed 
achievement of impact, a high ratio does not mean high impact. A good deal of the statistical 
improvement in the active portfolio results from triage of poor performers, so the potential 
overall development impact of ADB’s support will be reduced.  On the other hand, the improved 
portfolio performance on both projects and the policy reform agenda provides a more robust 
platform for future assistance with stronger development impact. In terms of the qualitative 
development outcome of the portfolio cleanup, it is important to emphasize that “clean-up” is not 
synonymous with “cancellation”, the latter being a very blunt—albeit a quick and easily 
applied—instrument. Over the past two years, the un-disbursed loan balance has been reduced 
through a combination of activities (Table 3), including: improving the pace and quality of policy 
implementation under program loans, and achieving successful program completion (sometimes 
ahead of schedule);14 redesign and restructuring to improve the scope of project loans; 
removing impediments to more effective disbursement (especially through lessons learned from 
portfolio reviews); as well as partial cancellation of loan proceeds and closure of poorly 
performing loans.  
 

Table 3: Structure of the Reduction in the Undisbursed Loan Balance 

Item Contribution (2003-2004) 

 $ million % of total 
Un-disbursed balance Jan 2003 1177  
Plus new loans approved 409  
Total available for disbursement 1586  
   
Project loan disbursement 184 21.1 
Program loan disbursement 310 38.5 
Cancellation   
   - project loan proceeds 282 31.7 
   - program loan proceeds 70 8.7 
Reduction in un-disbursed amount 846 100 
   
Undisbursed balance (Dec 2004) 740  

                                                 
14  From Table 2, this item has contributed the most (38%) to reducing the undisbursed loan balance, and begins to 
reverse the perception that the Philippines is a perpetual underperformer as far as program loans are concerned. 



 

 
 
 

 
 

 
 
 
 
 
 
 

 
 
 

 

 
 
 
 
 

Figure 1. Disbursement Ratio (2000 - 2004) 
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3. The portfolio cleanup contributes directly to orienting the CSP and determining its basic 
architecture. The process for achieving the clean up is as important as the results. The process 
has truly integrated the downstream lessons of portfolio implementation with the upstream 
efforts of strategy formulation and programming, and forged heightened understanding between 
ADB and Government counterparts. In the short term this has been an important means for 
generating greater fiscal space for Government for high priority spending in a period of severe 
budget constraint. Of longer-term significance, the over-riding lesson of the portfolio clean up is 
that quality-at-entry (including project readiness in terms of establishment of project 
management office, budget allocation, securing right-of-way and preparation of resettlement 
action plans), is prerequisite for high development impact.15 The increased attention to portfolio 
quality as a major component of ADB’s engagement with the Philippines during a period when 
new lending has been difficult to process illustrates the importance of KPS in the partnership—a 
point incorporated in the CSP.   
 
4. During 2004, the Government and ADB strengthened portfolio monitoring and 
performance evaluation through the semi-annual Country Portfolio Review (CPR) and quarterly 
joint ODA portfolio meetings (Government, ADB, JBIC, and World Bank), supplemented by 
introduction of a monthly portfolio monitoring mechanism. Training on disbursement procedures 
and closer performance monitoring of imprest accounts by oversight agencies has yielded 
positive results. Further, there has been a concerted effort to transfer ADB’s analytical 
techniques and procedures for project/portfolio monitoring and to disseminate those practices 
within the Government. There is also a gradual shift to bring a greater focus on management for 
results and development effectiveness—monitoring for development impact rather than solely 
on implementation performance. This should reinforce the planning-budget-implementation 
linkage and ensure activities align with the MTPDP, promote performance-based budgeting, and 
encourage both ownership and quality-at-entry. Moreover, continued progress will allow for 
more rapid harmonization of procedures and the eventual shift to the use of country systems. 
 
5. Most projects have picked up momentum in terms of improved implementation and 
resource mobilization. However, project implementation continues to suffer from a variety of 
weaknesses: (i) serious delays in land acquisition and resettlement, (ii) lack of sufficient 
delegation of authority to implementation agents, (iii) time-consuming and hierarchical decision-
making, (iv) persistent governance weaknesses in procurement and financial management, (v) 
frequent changes in project management units, staff transfers, and an over-reliance on 
contractual staff16. Continued emphasis must be applied to address these core issues. For 
example, although fewer projects in the portfolio are experiencing land acquisition and 
resettlement problems, much of the improvement was achieved through redesign or triage—the 
cancellation of all or part of problem projects—rather than solving the underlying problem to 
deliver the envisaged development impact. The ongoing rationalization of project management 
offices (PMOs) will strengthen overall project performance monitoring and accountability, and 
strengthen in-house agency capability in the operation and management of projects. 
 
6. The joint portfolio monitoring and performance evaluation mechanism has contributed 
not only to the significant improvement of portfolio performance, but also to the strengthening of 
PMOs’ ownership and accountability in successfully implementing ADB funded projects. The 

                                                 
15    On a cautionary note, strict “quality-at-entry” criteria may improve loan portfolio quality but not necessarily 
accelerate the effectiveness of development projects. For example, if a project envisaged to take five years to 
implement experiences a five-year delay in the right-of-way acquisition, whether the delay is experienced before or 
after the loan is approved only affects the “quality” of the loan project; regardless, the beneficiaries still have to wait 
10 years instead of five for its development impact to be felt. Thus, quality-at-entry should not be viewed as a 
palliative to defer addressing the fundamental obstacles that delay project development and implementation.  
16   ADB. 2003. Special Evaluation Study on Project Performance Management in the Asian Development Bank and 
its Projects in Developing Member Countries. 
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monthly portfolio monitoring has provided a real time opportunity to identify potential risks for 
timely remedial measures, which in turn assisted the Government in conducting more 
informative project management meetings with PMOs to sustain the hard-won achievements in 
the 2004 portfolio performance and further improve its performance for achieving the envisaged 
results.  
 
7. Achieving and maintaining a quality portfolio highlights the need to treat its management 
as a continuous process, not as event driven.  Improving the quality of the Philippine portfolio 
has been resource intensive. The level of mission intensity in terms of staff-days per project for 
supervision in the Philippines is 22.3, nearly three times the ADB average.  The two intensive 
CPRs each year use at least 200 staff-days; additional resources are used for the quarterly 
Joint-ODA portfolio reviews.  Moreover, the portfolio cleanup’s need for additional interaction 
with oversight and executing agencies often went unrecorded in mission statistics because of 
proximity. Appendix 3 provides a summary of the status of ADB’s current engagement in priority 
sectors, and of the project portfolio. 
 
 

B.  ADB’s Ongoing Engagement in the Philippines17 
 
8. Power. ADB is the lead development partner in the power sector providing policy advice 
to the Government on power sector restructuring while continuing support to the National Power 
Corporation (NPC) prior to its privatization. There is only one ongoing loan in the portfolio as 
ADB had begun to disengage from public investments in power facilities. After passage of the 
EPIRA, it was assumed that the expansion of generation capacity and transmission networks 
would primarily be carried out by the private sector within a restructured power sector. The 
Electricity Market Transmission Project18 has two components. Support for the wholesale 
electricity spot market (WESM) is making good progress. However, implementation of the 
transmission upgrades has encountered major start up delays because of land acquisition and 
right-of-way problems. 
 
9. Health. The recently approved Health Sector Development Program (HSDP) has yet to 
be made effective. The HSDP supports Government’s Health Sector Reform Agenda (HSRA)19 
will help build LGU capacity for decentralized/devolved delivery of health services. A small 
portion of the investment loan will support institutional capacity of the Department of Health with 
the remainder lent directly to LGUs through an off-budget conduit. Considering the complexity of 
the reforms and the massive public investment required (estimated at $1.8 billion to implement 
HSRA nationwide), ADB’s strategic approach calls for piloting the reforms progressively, initially 
in a few selected provinces and cities—“convergence sites”—to emphasize the need of 
implementing the HSRA as a package. Meanwhile, the ongoing Early Childhood Development 
Project20 has contributed to progress in human development goals through extending the quality 
of coverage of essential health, nutrition, psychological development and early education 
services in about 88 LGUs. Due to insufficient budget cover in the past, the Project’s loan 
closing is being extended to fully achieve the expected outputs particularly for providing 
integrated service delivery under LGU management. 
 

                                                 
17   Refers to the active portfolio during the interim period. Ongoing projects that are expected to close within the year, 
or those with operations winding down are excluded. 
18  Loan 1984-PHI: Electricity Market Transmission Project, for $40.0 million, approved on 19 December 2002. 
19 The HSRA sets out the need to improve (i) health financing reform; (ii) hospital reform; (iii) local health system 
reform; (iv) public health reform; and (v) regulatory reform. 
20   Loans 1606/1607 (SF)-PHI: Early Childhood Development Project, for $24.7 million, approved on 27 January 
1998. 
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10. Education. A number of substantial reviews done in the education sector in recent 
years recommended significant reforms, but these have not been undertaken by the 
Government because of a lack of political will and funding shortfalls. ADB has two ongoing 
projects, i.e., Secondary Education Development and Improvement (SEDIP)21, and Technical 
Education and Skills Development (TESDP).22 That have shown encouraging progress in 
improving the quality and relevance of secondary education in some 26 poverty-affected 
provinces, improving enrollment and completion rates, devolving middle skills training to LGUs 
and enhancing access to skills acquisition among disadvantaged group, and facilitating the 
process of decentralization to improve the efficiency and responsiveness of planning, 
management, and policies. However, the move towards devolution is being undermined by 
concerns on availability of budget cover, among others. Faced with budget cover shortage for 
the past 3 years, and for 2004-2005, it is unlikely that the projects will be completed on time 
(end 2006) nor achieves the envisaged development impacts. Given the delays, budget 
constraints, institutional capacity and absorbancy limitations, and the large number of activities 
in the sector financed by other development partners, no additional activities are planned for the 
three-year CSP period. 
 
11. Agriculture and Natural Resources. Except for the Infrastructure for Rural 
Productivity Enhancement Sector Project23, which will not be completed until 2008, the 
remaining projects in the portfolio—fisheries, highland agriculture, agrarian reform communities, 
and two irrigation projects24—are expected to be completed within 2005. However, the lack of 
budget cover hampers project implementation and the sustainability of the development 
objectives in terms of increased rural incomes with distributional gains favoring the poor. In the 
case of Southern Philippines Irrigation Project, for example, the core subprojects may 
commence, but cannot be completed unless the loan is extended by at least two years. The 
excellent progress achieved by the Agrarian Reform Communities Project (ARCP) will most 
likely be constrained by reduced budgetary appropriations. Possible future actions include (i) 
reduction in project scope; or (ii) extension of loan closing date by at least two years.25 The 
proposed Integrated Coastal Resource Management Project26 to be processed in 2004, could 
not be appraised because of Government’s inability to commit budget cover. Meanwhile, PPTA 
and prepatory work for both a second phase ARCP and an irrigation project has been 
suspended pending clarity and confirmation of budget allocation for the eventual loan projects.    
 
12. Urban Development, Water Supply, and Environment Management.  An 
assessment of the performance of the ongoing urban development, and environment 
management, including water supply and sanitation subsector revealed mixed results. The 
development impact of the nearly completed Clark Area Municipal Development Project27, 
originally designed to reduce poverty reduction in eight LGUs by providing basic urban services, 

                                                 
21  Loans 1654-PHI: Secondary Education Development and Improvement Project, for $53.0 million, approved on 11 
December 1998. 
22    Loans 1750/1751-PHI: Technical Education and Skills Development Projects, for $44.5 million, approved on 24 
August 2000. 
 
23    Loan 1772-PHI: Infrastructure for Rural Productivity Enhancement Sector Project, for $75.0 million, approved on 
31 October 2000. 
24   Loans 1365/66(SF)-PHI: Second Irrigation System Development Projects, for $28.0 million, approved on 30 
August 1995; Loans 1562(SF)/63-PHI: Fisheries Resources Management Projects, for $35.7 million, approved on 16 
October 1997; Loan 1667-PHI: Agrarian Reform Communities Project, for $93.2 million, approved on 18 December 
1998; and Loan 1668-PHI: Southern Philippines Irrigation Project, for $60.0 million, approved on 18 December 1998. 
25     The lack of budget cover in the past two years has negated the mobilization of equities of LGUs who have 
deposited their share for various farm to market roads, command irrigations and potable water supply projects.  
26    With its design based on community participation and includes not only conservation and rehabilitation of coastal 
fisheries resources and related ecosystems, but also development of alternative income-generating opportunities and 
provision of adequate social services for poor coastal communities.  
27     Loan 1658-PHI: Clark Area Municipal Development Project, for $24.3 million, approved on 15 December 1998. 
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is at best marginal as compared with appraisal estimates because of a large-scale reduction in 
scope following the withdrawal of more than half of the original participating LGUs. While the 
policy components of two SDPs, i.e., Pasig River Environment Management and 
Rehabilitation28 and Metro Manila Air Quality Improvement29, were satisfactory, the investment 
components suffered implementation delays because of shifting priorities, change in scope, very 
slow recruitment of consultants, disagreements on relending policies, and slow 
release/insufficiency of budget cover.  In the case of the other projects in the portfolio, including 
the water supply and sanitation projects that are winding down, achieving the expected 
development impact has been hampered by a chronically low level of budget provision for both 
loan proceeds and counterpart financing, as well as other generic and cross-cutting factors.30 In 
contrast, two recently approved urban sector projects—Mindanao Basic Urban Services 
(MBUSS)31 and Development of Poor Urban Communities Sector (DPUC)32—have been 
designed incorporating the lessons learned and are showing encouraging performance. A major 
feature of the DPUC is the provision of shelter financing and microcredit facilities through a 
conduit at market-based rates to potential beneficiaries. Potential delays in release of the 
Government’s grant element to LGUs and limited budget for the central coordinating agencies 
within the next two years are key risks to the overall implementation and sustainability of these 
two projects. The pace of implementation of the MWSS New Water Sources Development TA 
Loan33 to help MWSS develop new water source projects and improve it’s capacity for financial 
management and accounting, has been steady but slower than expected. 
 
13. Finance and Trade. The ongoing Second NonBank Financial Governance Program34 
(NBGFII) is contributing to the development of the capital markets, enabling them to mobilize 
savings for productive investment while protecting investors and ensuring the solvency of 
nonblank financial institutions (NBFIs), at the same time mitigating the systematic risk in the 
financial system. The second and final tranche of the NBFGII was released in November 2004 
following the Government’s compliance with all 2nd tranche conditions.  ADB is closely  
monitoring continued progress on the reform agenda in the post-program period, particularly 
with regard to strengthening the Anti-Money Laundering Council.   
 
14. Transport. A suspension of disbursements for the Sixth Road Project35 was lifted 
after about a year. It is the only transport project in ADB’s portfolio. Constrained budget 
allocation has affected the implementation of most subprojects, while poor progress on 
compensation payments and implementation of the resettlement plans delayed completion and 
the achievement of expected benefits. Sustainability of the completed subprojects remains an  
issue because of inadequate provision of funds for road maintenance. Originally scheduled to 
be completed within 2004, a 20-month extension has been requested by Government because 
of budget constraints. With the PPTA already completed, the proposed Rural Roads 
Development Project Readiness TA Loan could not be appraised because of Government’s 
inability to commit budget cover and the lack of clarity on both relending mechanisms and the 
                                                 
28   Loan 1746-PHI: Pasig River Environment Management and Rehabilitation SDP, for $75.0 million, approved on 20 
July 2000. 
29     Loan 1658-PHI: Metro Manila Air Quality Improvement SDP, for $71.0 million, approved on 16 December 1998. 
30Refers to  problems in right-of-ways and involuntary resettlement, prolonged process and time consuming 
procedures for procurement, inexperienced EAs and serious lack of project preparation and implementation facilities 
and capacity at both national and LGU levels. 
31 Loan 1843-PHI: Mindanao Basic Urban Services Sector Project, for $33.4 million, approved on 27 September 
2001. 
32 Loan 2063-PHI: Development of Poor Urban Communities Project, for $30.2 million, approved on 18 December 
2003. 
33  Loan 2012-PHI: MWSS New Water Sources Development TA Loan, for $3.3 million, approved on 14 October 
2003. 
34 Loan 2003-PHI: Second NonBank Financial Governance Program, for $150.0 million, approved on 26 September 
2003. 
35 Loan 1473-PHI: Sixth Road Project, for $167.0 million, approved on 30 September 1996. 
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Government-LGU cost-sharing formula.  Given the inability for the Government to confirm 
budget availment for the originally identified subprojects, the ongoing Intermodal Transport 
Development PPTA36 may need to be redirected to support economic and sector work to 
include planning and prioritization of transport subsectors to identify project opportunities, 
including feasibilities for bidding for private sector participation on competitive basis, and 
enhancing the regulatory environment for shipping and air safety network and services. The lull 
in lending provides a key opportunity to address the long-standing constraints in regards to land 
acquisition, eminent domain, resettlement compensation, and development of institutional 
capacity to address land and right-of-way acquisition and management.  

                                                 
36 PPTA-4344-PHI: Intermodal Transport Development, for $1.0 million, approved on 31 May 2004. 
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Figure 7. National Government Tax Revenue and Debt 
(% GDP)
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Appendix 4 
 
 

SIX CONSTRAINTS TO DEVELOPMENT 
 
1. Fiscal Imbalance. The Government’s consolidated budget deficit is the most important 
imbalance in the economy. Although the deficit’s steep slide since 1998 was arrested in 2002 
and the trend reversed since, it still has the potential to cause economic instability. Rather than 
excessive public spending, the deficit reflects systemic weakness in mobilizing revenues, 
whether through taxes, user fees, public utility product pricing, or weaknesses in LGU revenue 
generation. Lack of revenue has resulted in debt financing for development spending, opening a  
new front of economic vulnerability, as interest on national Government debt absorbs more than 
one-third of budget expenditure. Principal repayments are  “below the line” items of the 
Government budget—paid by BSP mainly through refinancing (rollover). The Philippines has 
taken advantage of a relatively benign international financial market, ODA, and favorable 
domestic market rates to fund its deficit spending with a sound mix of medium- to long-term 
maturities at reasonable rates. However, the debt stock is high, making the country vulnerable 
to adverse market sentiment. Even in the absence of a major shock, the Government’s debt 
strategy alone is not sustainable over the medium term without strong fiscal measures, 
particularly for revenue generation. As part of the MTPDP (2004-2010), the Government is 
embarking on a 
fiscal consolidation 
strategy, which is 
intended to yield a 
declining debt-to-
GDP ratio so as to 
reverse the 
unsustainable fiscal 
deficit policy prior to 
2004.37 The BIR has 
instituted several 
programs (VAT 
mapping, e-filing, 
database sharing) 
that have shown 
positive impacts. 
Three critical pieces 
of tax legislation have recently been enacted (excise tax, VAT, lateral attrition), while the newly-
launched RATE (BIR) and RATS (BOC)38 campaigns have led to the filing of a number of high 
profile cases for tax evasion and smuggling. It is too early to estimate the actual revenue impact 
of these measures or ability to change longstanding practices of tax evasion and underpayment. 
Fiscal policy needs to be supplemented by broader public sector reform to arrest this cycle. 
Interest payments, together with spending for personnel expenses (one-third of the budget), and 
block grants to LGUs (20% of budget)39, crowd out options for discretionary spending in high 
priority areas that could promote growth and poverty reduction, including social sectors, 
infrastructure, and maintenance of existing assets. In addition, a high level of Government 
contingent liability is created by several factors: many GOCCs (especially power agencies) 
continue to incur “off-budget borrowings” to cover losses; the public pension system is in need 
                                                 
37  Duo Qin, M. Cagas, et.al. February 2005 Empirical Assessment of Sustainability and Feasibility of Public Debt: 
The Philippines Case. ADB. 
38    Run After Tax Evaders (RATE); Run After Smugglers 
39  As required by the Local Government Code (1991), the Government annually transfers 40% of its tax revenues to 
LGUs. The transfers account for about 63% of LGUs’ total revenue.   
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Figure 8a. Investment/GDP (%) - reversing the trend
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Figure 8b. Net foreign direct & portfolio investments 
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of strengthening; and weakness in the banking sector exposes the deposit insurance system to 
risk. “Leakages” due to corrupt practices (procurement, in particular) degrade the effectiveness 
of public spending and add to the imbalance. Figure 8 shows the trends in tax revenue and 
debt.     
 
2. Uncertain Investment Climate. Although the ratio of investment to GDP increased in 
2004 after declining during 2000-2003, the Philippines’ low investment compromises growth 
prospects and poverty reduction capacity.40  Public investment is low due to the weak fiscal 
situation;41 private investment is low due to a weak and uncertain investment climate. Net FDI 
inflow has fallen steeply (Figure 9), exacerbated by Philippine residents’ overseas investments 
being double non-residents’ investments in the Philippines. Poor governance and corruption, 
weaknesses in the financial sector, banking, and market regulation compound the problems. 

Although the economy is 
growing, the quality of growth is 
poor with structural weaknesses 
in important areas. Recently, the 
main growth drivers have been 
agriculture (vulnerable to 
weather), services (heavily 
dependent on 
telecommunications), and 
personal consumption (heavily 
dependent on overseas 
remittances).  However, the 

expanded economic activity 
in these sectors has had 
little impact on employment 
generation, in particular 
creation of permanent jobs 
for the growing working-age 
population. As a result, 
unemployment (11.8% in 
2004, with 4.2  million 
people without work) and 
underemployment (17.6%, 
compared to 17% a year 
ago) are stubbornly high. 
While informal sector employment appears to be growing42, the number of enterprise workers in 
the formal sector has declined over the past 10 years from over six million to about 5.7 million in 
2003.43 Low labor productivity has reduced Philippines competitiveness in some important 
areas, reducing the tax base and causing the Government to rely increasingly on borrowing for 
development spending.   

                                                 
40  The MTPDP aims for a growth rate of 7%-8% by 2009, which imputes capital stock growing by at least 10% 
annually. Actual growth of capital stock has averaged only about 3% with an investment share of about 9% of GDP, 
and capital productivity of 0.35. Hence, to achieve the MTPDP GDP growth target of 8% by 2010, net investment 
share has to increase to 17%. For capital stock to grow by 10%, capital productivity has to be about 0.59, or a 70% 
increase in five years. Considering the country’s declining capital productivity, these targets are unlikely to be 
achieved. (See  ADB 2004. J. Felipe, ERD Working Paper No. 53: Competitiveness, Income Distribution, and Growth 
in the Philippines—What Does the Long-run Evidence Show?). 
41  Over the past five years, public investment expenditures  in Philippines has averaged less than 2.5% of GDP, 
compared to 5%-6% in other Southeast Asian countries.  
42  There is no official data for the informal sector. 
43  National Statistics Office, 2004. 
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3. Governance issues are central to the widespread perception that the Philippines is 
becoming less competitive and provides a less attractive destination for investment. This is 
evidenced by the country’s low international ranking on a range of indexes, including corruption, 
competitiveness, foreign direct investment, and costs of doing business.44 The 2004 ADB-World 
Bank Investment Climate Survey found corruption to be the second most important investment 
constraint, after macroeconomic instability.45 Essential to combating this is the Government’s 
role in shaping the investment climate—including prescribing the direction of economic and 
social policies, determining the legal and regulatory framework, providing infrastructure, and 
enhancing broader governance issues such as the rule of law and reducing corruption.  
 
4. Inadequate Infrastructure. Government initiatives to improve competitiveness and 
extend benefits of economic growth to the poor are constrained by deficiencies in transport, 
electrical energy, telecommunication, water and sanitation, and waste disposal. Public works 
appear to be the most unsatisfactory in Asia. Over 54% of participants in ADB's Investment 
Climate survey reported dissatisfaction with the roads in the Philippines compared with 20% in 
PRC and Malaysia.  Only 10% were dissatisfied with electric power, even though the industrial 
power tariff of 8.09 cents/kWh was the highest amongst the ASEAN. The reduced appetite of 
the private sector to invest in infrastructure coupled with the reduction in public sector 
investment (from 2.5% of GDP in 1997 to an average of 1.7% during 2002 to 2004) are key 
challenges in meeting the infrastructure demands of businesses and households. The lack of 
clarity in rules and procedures and myriad of involved agencies has led to a number of private 
sector investment failures as well as the perception that the public sector counterparts and 
regulators are politicized, capricious, and amenable to persuasion.  
 
5. Not all infrastructure needs are suitable for private investment or participation; there 
remains a public sector role.  The responsibility for local roads, water supply, and sanitation is 
devolved to LGUs, but with no corollary devolution of personnel or budget for operating and 
maintaining facilities or technical planning skills for new investment. Confusing fragmentation of 
responsibilities not only between the LGUs and the national line agencies, but also within and 
among the Government sector institutions (DPWH, DOTC, MMDA), contribute to sub-optimal 
performance, severe governance problems, and opportunities for rent seeking and corruption. 
Government policy on devolved activities was clarified in 2004, but there is a need to upgrade 
the capacity of LGUs to assume such responsibility as addressing the plan-program-revenue-
budget link to prioritize and finance the development needs of their respective localities.  
 
6. Poor Management of Assets, Land and Resources. Deficient management of the 
asset base, both physical and man-made, undermines poverty reduction efforts based on 
increasing wealth and productivity, bringing idle assets into production, enforcing property rights 
and contracts, maintaining value and operation, and sustaining the natural environment.  Land-
related issues undermine development potential. One of the most problematic is the 
ineffectiveness of the land administration system, resulting from poor management and 
technical capacity, complicated and outdated land registration procedures, poor record keeping, 
and very weak infrastructure. Lack of land tenure, and slow progress on enfranchising poor and 
informal settlers, limit access of the poor to basic services and the opportunity to collateralize 
assets to obtain credit for such things as micro-enterprise development.  
 

                                                 
44 For example: Institute of Management Development’s World Competitiveness Yearbook 2004 shows the 

Philippines slipping from 49th in 2003 to 52nd in a group of 60 countries; UNCTAD’s World Investment Report 
2004 highlights foreign direct investment is well below potential; World Bank’s Doing Business in 2004 – 
Understanding Regulation shows the high cost of doing business in terms of regulation, often subject to corruption. 

45 See PhCO website: www.adb.org/phco. 
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7. In natural resources management, the country has experienced a rapid loss of 
biodiversity because of weak laws and protected areas enforcement, and because both may be 
unrealistic, given the need for land.46 The current degradation makes the existing protected 
areas obsolete, as zones with high-level of biodiversity needing protection are not differentiated 
from those that have been settled and depleted. Land distribution is highly unequal.47 
Notwithstanding decades of efforts at land reform the objectives remain unattained, in part due 
to lack of government enforcement capacity and resistance of landed elites, and poor land 
administration and management. 
 
8. Weak Institutional Capacity. Chronically underpaid with inadequate incentives, 
absence of performance management culture which negates implementation of performance 
based security of tenure, overstaffed with a large number of unproductive employees, 
appointments and promotions that are determined by political patronage rather than merit and 
fitness, a serious shortage of technically qualified staff, maldistribution of talent and widespread 
functional duplication among units within Government and with LGUs, organizational structures 
that are excessively fragmented and tiered, describe the Philippines antiquated civil service. It 
was designed to deliver basic services, rather than to ensure the delivery of basic services 
though support to LGUs and outsourcing to the private sector. The effectiveness of the civil 
service is constrained by poor governance, limited administrative capacity, and structural factors 
that make it a breeding ground for widespread corruption particularly in graft prone agencies. 
The highly publicized program of lifestyle checks by the Government has led to suspensions of 
officials and the filing of charges by the Ombudsman, although actual convictions or forfeitures 
of ill-gotten gains remain few. The Government is committed to continue these strong measures 
to address the culture of corruption in key agencies. Likewise, even though too early to assess 
actual impacts, the recently enacted “Lateral Attrition Act” calls for performance-based 
measures for promotion, incentives and attrition for staff of BIR and BOC to motivate employees 
to higher collection efficiency. 
 
9. Civil service reform is critical for flexibility and could make an important contribution to 
public sector efficiency. Given the pressing fiscal constraint, it is clear that the size and cost of 
the civil service requires review and adjustment as a priority. There are three aspects to this: (i) 
establish an effective system to control employment and the wage bill, (ii) increase the 
transparency and competitiveness of civil service compensation, and (iii) design and implement 
a strategy for adjusting functions and structure of the state along with budget and administrative 
structural reforms. 
 
10. Geographical Inequalities. Geographical inequalities across the country’s three island 
groups present a daunting challenge to development efforts. Social indicators reveal large 
regional disparities, with poverty incidence lowest in Metro Manila (the National Capital region – 
NCR) and highest in ARMM (Figure 10). Provision of infrastructure (e.g., transport and 
communications) is uneven, isolating many communities from goods and basic services within 
the country, and lowering regional ability to connect to the global economy.48 Mindanao lags 
significantly in terms of economic and social development indicators; is home to nearly 24% of 
the country’s population; accounts for about 40% of people living in poverty. Conflict-affected 
areas, ravaged by years of unrest and intermittent warfare, are home to the poorest of the poor.  
                                                 
46 Land area per capita is one of the lowest in Asia, a result of high population growth (2.36% annually). Widespread    
poverty—more than 65% of poor are in rural areas—adds additional pressure on deterioration of natural resources. 
(check statistics). Although progress has been made under the Comprehensive Agrarian Reform Program, nearly all 
of the completed distribution has been government lands. Distribution of large private holdings has hardly begun. 
47 About 2% of landowners control 36% of farmlands, while 86% own only 35% of agricultural lands consisting of 
farms of less than seven hectares. 
48  These two aspects of inequality highlight the importance of initiatives like President Arroyo’s “strong nautical 
highway” to integrate the country’s domestic transport networks, and sub-regional economic cooperation to build 
connectivity with contiguous countries.  
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Figure 9. Regional Poverty Incidence, 2002
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There remains strong justification for continued involvement because of its lagging progress, as 
well as special needs related to emergence from conflict.49 At the same time, however, the 
relatively high backlog of undisbursed ODA to Mindanao reflects limited absorptive capacity. 
The poorest provinces and areas in Visayas and Luzon (particularly Bicol, Region V) also need 
special attention in addressing interregional and intraregional disparities.    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
49 ADB, in partnership with others, is positioning itself, through the Mindanao Joint Needs Assessment, to respond 
quickly with “a peace dividend” once a peace agreement is signed between the Government and the MILF. 



 
Appendix 5 

 
ASSISTANCE PIPELINE FOR LENDING PRODUCTS, CSP 2005-2007 

      Cost (US$M) 
 Sector 

Project/Program Name 
 Theme 

Classification 
 

Division 
Year of 
PPTA 

 
ADB (OCR)

 
Gov’t 

Co-
financing

 Energy     
 Power Sector Development Program   ECO/PSD SEID - 450.0 TBD -
 Subtotal      450.0
 Water Supply, Sanitation, and Waste Management     
 Angat Water Utilization and Aqueduct Improvement   SD/ENV SESS - 65.0 TBD 20.0
                                  Subtotal   65.0  
 Industry and Trade     
 Small and Medium Enterprise Development Support  ECO/PSD SEGF 2003 25.0 TBD -
 Subtotal     25.0
 Law, Economic Management, and Public Policy     
 Governance and Judicial Reform Program    ECO/GOV SEGF - 300.0 TBD -
 Local Government Financing and Budget Reform SDP   ECO/GOV SEOD 2004 300.0 TBD -
 Subtotal      600.0
 Multisector (Housing Construction & Social Protection)     
 Metro Manila Urban Services for the Poor   SD/GOV SESS 2001/2005 80.0 TBD -
                                  Subtotal   80.0  
 Finance       
 Microfinance Development Program  ECO/GEN/PSD/

GOV 
SEGF - 150.0  

 Financial Market Regulation and Intermediation   ECO/PSD/GOV SEGF 2004 300.0 TBD  
 Subtotal     450.0  
 Agriculture and Natural Resources     
 Integrated Coastal Resources Management Project   ENV/SD SEAE 2001 36.0 TBD 9.3

                                  Subtotal      36.0 9.3
 Transportation and Communications     
 Rural Roads Development Sector Project Readiness TA Loan   ECO SEID 2000/2005 7.0 TBD -
 Subtotal      7.0 -

    ADB = Asian Development Bank, ADF = Asian Development Fund,  ECO = sustainable economic growth, ENV = environmental sustainability, 
    GOV = governance, OCR = ordinary capital resources, PPTA = program/project preparatory technical assistance, PSD = private sector development, SD = inclusive 

social development
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Power Sector Development Program 

Concept Paper 
 
 

Date: May 2005   
 
1. Type/modality of assistance 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  Activities financed by JFICT or JFPR 

 

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Energy 
   Subsector: Energy Sector Development 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEID/SERD 
   

5. Responsible ADB officer: Yongping Zhai 
 

6. Description of assistance 

a. Background/linkage to country/regional strategy:  
 
The restructuring has reached a critical juncture. The legal, regulatory and institutional framework for 

privatization and competition is largely in place. However, for these two key objectives of 
the restructuring to succeed, the sector’s financial viability has to be restored, regulatory 
performance improved, and the confidence of private sector investors enhanced. The 
Government requested ADB’s further assistance to sustain the achievement of the power 
sector restructuring. This is consistent with ADB’s operational strategy and priority.   

 
Subject to the satisfactory progress in fiscal framework, it is considered that an energy sector 

development program (SDP) is an appropriate tool with combination of an investment 
(project or sector) and a policy-based (program) loan as well as, where appropriate, 



 

attached partial credit guarantee (PCG), with a view to meeting sector needs in a 
comprehensive and integrated fashion. 

b. Goal and purpose: 
 

The long-term goal of ADB’s assistance is to ensure the quality, reliability, security, and 
affordability of electricity supply in the Philippines. The medium-term goal of the PSDP is a 
financially sustainable, efficient, and secure power supply that arrests the drain on the 
Government’s finances caused by the power sector, thus freeing up resources for the social 
sectors, and minimizes the risk of power shortages that would impede economic growth. The 
purpose of the PSDP, i.e., its immediate objective, is to assist the Government in completing the 
power sector restructuring. Specifically, the purposes of the Program are to: (i) ensure the long 
term financial viability of power sector and ensure the debt service capacity of the PSALM during 
its corporate life, (ii) reinforce the reliability of transmission systems to ensure system integrity, 
(iii) play a catalytic role for the privatization of NPC, (iv) to ensure proper functioning of the newly 
established WESM through appropriate application of the credit enhancement, and (v) improve 
the capacity and competence of ERC to efficiently and effectively regulate the restructured power 
sector in a manner that engenders public trust and confidence in the system. 

 c. Components, outputs, specific deliverables:  
•  
            The proposed SDP will have the following three major parts: 

Part A - Policy-based component 
Part B - Investment component  

• Part C - Guarantee component  
 d. Expected results and deliverables:  
 

To support the results-based management of both the Government and ADB, the development 
outcome of the PSDP will be assessed by monitoring the following key outputs: 

 
(i) NPC’s operating losses eliminated, 
(ii) PSALM’s creditworthiness established, 
(iii) public confidence in ERC’s impartiality and independence strengthened, 
(iv) creditworthiness of off-takers (particularly ECs) enhanced, 
(v) wholesale competition through the WESM implemented, 
(vi) retail competition for large consumers started, 
(vii) NPC’s eligible generation assets privatized, 
(viii) TRANSCO’s concession contract awarded, 
(ix) adequate new generation capacity added, 
(x) rights of residential consumers protected, and 
(xi) safety net for low-income electricity consumers enhanced. 

•  

e. Social or environmental issues or concerns: 
 
To be determined. 

f. Plans for disseminating results/deliverables: 

To be determined. 

7. Proposed executing/implementing agencies:  

The EAs: Department of Finance and Department of Energy 

The IA:  Power Sector Assets and Liabilities Management Corporation  
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
 
The project is identified by the Government to sustain the achievement of the power sector restructuring. 
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9. Timetable for assistance design, processing, and implementation 

a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan:  2004-05 

 b. Expected date of submission for approval 
   Lending: 2006 
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory):   
   Activities financed by JFICT or JFPR: n/a 

 c. Period and duration of assistance 
 
  The Program will be implemented within three years. 
 
 

10. Financing Plan  

  a. For lending 
   Ordinary capital resources: $ 450 million 
   Asian Development Fund: nil 
   Other:  partial credit guarantee  

If cofinancing is required indicate sources, and amount sought: 

JIBC will be approached for possible co-financing 

 

 
CSP = country strategy and program, JFICT = Japan Fund for Information and Communication Technology, JFPR = 
Japan Fund for Poverty Reduction, SCSP = subregional cooperation strategy and program. 
 
 
 
 
 
 
 
 
 



 

 
Angat Water Utilization and Aqueduct Improvement Project 

Concept Paper 
 

Date: February 2005   

1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Social Sectors 
   Subsector: Water Supply and Sanitation 

 b. For project preparatory and lending, classification  
   Targeted intervention  
   General intervention 

 c. Key thematic area(s)  
   Economic growth  Human development 
   Gender and development  Good governance 
   Environmental protection  Private sector development 
   Regional cooperation  Social protection 
   Other:  

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SESS/SERD 
   

5. Responsible ADB officer(s): R. Frauendorfer 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: The Angat Reservoir, complemented by water 
diverted from the Umiray river basin, is the main water source for Metro Manila and provides about 4,000 million liters 
per day (MLD) water or 97% of total water production. The reservoir is used for water supply, irrigation, and 
hydropower generation. Current water right allocation from the Angat reservoir provides for water supply of 1,900 
MLD, complemented by 1,300 MLD set aside for irrigation. In addition, another 780 MLD is diverted from the Umiray 
River into the Angat Reservoir for water supply purposes. Metropolitan Waterworks and Sewerage System (MWSS) 
plans to increase its share of water from the Angat Reservoir through a reallocation of water rights by converting an 
existing temporary allocation from the irrigation water to a permanent allocation, and by obtaining additional water 
from irrigation for water supply. A definitive ruling from the National Water Resources Board on this issue will be 
sought by MWSS. Water from the Angat Reservoir is transported through a system of tunnels and aqueducts to the 
water treatment plants. However, recent surveys have revealed that aqueduct no. 5 (AQ5), which carries about 2,000 
MLD, is in urgent need of repair. Leakage of this aqueduct is estimated at about 100 – 150 MLD. In case it would 
break, about half of the total water supply for Metro Manila would be at risk. MWSS and the concessionaires have 
taken action to carry out emergency repairs, but there is an urgent need to build a new aqueduct (AQ6), to be 
constructed in two phases. Phase 1 (5.5 km length) will serve as a by-pass while repairing the corresponding section 
of the existing AQ5, and will be financed by the Government of the Philippines. Phase 2, the Angat Water Utilization 
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and Aqueduct Improvement Project (AWUAIP, the Project), entails the construction of the remaining section (11.5 km 
length) of AQ6, and repair of the existing AQ5. Preparation of a feasibility study, detailed design, and tender 
documents for the Project is being financed under a technical assistance loan provided by ADB, the MWSS New 
Water Source Development Project (the TA Loan), which was approved on 14 October 2003. 
 
 b. Goal and purpose: The goal is to ensure sustainable good quality water supply for Metro Manila, and to 
improve the livelihood of its citizens, particularly the urban poor. The objective is to (i) construct an additional 
aqueduct (AQ6), and (ii) repair the leaking AQ5.  
 
 c. Components and outputs: The Project will include construction of AQ6; and repair of the existing AQ5. 
Project costs are currently estimated at about $100 million. 
 
 d. Expected results and deliverables:  Improved and sustainable water supply for Metro Manila. 
 
 e. Social or environmental issues or concerns: The Project addresses social and environmental concerns 
including potential resettlement, as required. 
 
 f. Plans for disseminating results/deliverables: to be determined 
 
 
7. Proposed executing/implementing agencies: Metropolitan Waterworks and Sewerage System 
 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
The EA has been intensively involved in the processing of the TA Loan, under which the development of the Project 
is being financed, and will be contracting the consultant to prepare the feasibility study and preliminary design for the 
Project. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2004/05 

 b. Expected date of submission for approval 
   Lending: Q3 / 2005 
   Nonlending (project preparatory): 
   Nonlending (other than project preparatory):  
 

 c. Period and duration of assistance 
   Lending: to be determined 
   Nonlending:  
 

 
10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

 a. For lending 
   Ordinary capital resources: $65 million 
   Asian Development Fund: $ 
   Other: $ 

If cofinancing is required indicate sources, and amount sought: OPEC Fund, $20 million, approved Dec 2004 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): Total cost ca. $106 million, ADB financing $65 million, OPEC Fund $20 million, MWSS $21 
million, all indicative figures, costs and funding to be confirmed. 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds 
   Other:   

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing):  
ADB = Asian Development Bank, CSP = country strategy and program, SCSP = subregional cooperation strategy 
and program, TA = technical assistance. 



 

SME Development Support 
Concept Paper 

 
Date: February 2005 

1. Type/modality of assistance  
 The lending modality is subject to change at planning or designing stage. 

 Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  

2. Assistance Focus 
 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Industry and Trade 
   Subsector: Small and Medium scale enterprises 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development  
   

3. Coverage  
  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Southeast Asia Governance, Finance and Trade Division 

5. Responsible ADB officer: A Malmstrom 

6. Description of assistance 
 
a. Background/linkage to country/regional strategy:  
 
In 2002, SMEs in the Philippines contributed 32% of value added, accounted for 8% of business establishments and 
31% of employment. SMEs’ direct contribution to total manufacturing exports was approximately 24 %, but the 
indirect contribution as suppliers to large exporters is likely to be higher. SME are thus a vital subsector in the 
economy in terms of employment and value added. However, SMEs faces a number of constraints to operate 
effectively. Policies directly affecting SMEs are not conducive. Registration and licensing processes are cumbersome 
and costly and the lack of both a national business registry and a collateral registry further hampers SME lending.  
 
Access to and availability of finance is another key constraint which reflect (i) banks’ reluctance to expand SME 
lending following the Asian financial crisis as SME lending is perceived to be costly and risky in relation to revenues 
generated compared to other investments, and (ii) SMEs’ difficulties in preparing and presenting credible business 
plans, realistic cash flow estimates, and provide sufficient collateral for bank lending. The response from the 
Government and the donor community has been to support development of business development services (BDS) 
aimed at assisting SMEs with preparation of business plans, financial management, marketing, and accounting. The 
Government set up Small Business and Guarantee Corporation (SB Corporation) in 1991 to provide loans and 
guarantees to SMEs, in particular those that are viable and either need loans below banks minimum limit or cannot 
meet banks stringent collateral requirements.     
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In July 2004, the Government presented the SME Development Plan 2004-2010, which aims at improving the 
enabling environment for SMEs and thereby contribute to increase SMEs share in value added from 32% to 48% by 
2010. President Arroyo’s ten point agenda and the Medium Term Philippine Development Plan (MTPDP) 2004-2010 
also highlight support for SMEs as central to creating at least 6 million jobs by 2010.  
 
The 2-year country strategy and program (CSP) 2005-2006 closely reflect the priorities in the new MTPDP 2004-
2010 which takes the ten point agenda as a starting point and emphasizes supporting entrepreneurs and SMEs in 
the effort to create new jobs and to promote broad based growth. The 2-year CSP also stress the necessity of taking 
the fiscal situation into account and therefore carefully target and structure investment loans via to GFIs to have 
minimum budgetary impact, while ensuring that the financial position and performance of the GFI is strengthened 
during the project. 
 
Goal and purpose:   
 
The overall objective of SMEDSP is to help the Government implement its SME Development Plan 2004-2010, in 
cooperation with other development partners, to promote SME development and broad-based economic growth. 
 
b. Components and outputs:   
 
The Small and Medium sized Enterprise Development Support Project (SMEDSP) is an integral part of coordinated 
support of development partners to help the Government implement its SME Development Plan 2004-2010. 
SMEDSP and associated projects will specifically (i) support policy initiatives to strengthen the enabling environment 
by simplifying registration and licensing processes, establishing a Philippine business registry, and develop a 
blueprint for a movables collateral registry; (ii) help meet the funding gap for SMEs by providing a credit line to the 
Small Business Guarantee and Finance Corporation (SB Corporation) under government guarantee aimed at viable 
SMEs that currently do not have access to bank financing, and a Partial Credit Guarantee (PCG) Facility without 
Government counter-guarantee to encourage selected private sector financial institutions to expand their SME 
portfolio particularly to qualified medium sized enterprises outside the target client group of SB Corporation; and (iii) 
strengthen SB Corporation’s credit underwriting and risk management. SMEDSP is processed in parallel with two 
associated projects, technical assistance 4523-PHI: Strengthening SME Credit Systems, and a proposed JFCIT 
project to support implementation of the Philippine Business Registry that will support items (i) and (iii). 
.  
 
c. Expected results and deliverables: Key results that the proposed Project will bring will be as follows:  
 

(i) The Project will promote economic growth.  
(ii) It will improve access to and availability of SME finance thereby stimulate SMEs and contribute to 

employment creation 
(iii) A few key policy measures will be implemented during the Project through associated TA, such as the 

Philippine Business Registry with simplified electronic registration and over time licensing 
(iv) A financially stronger and more effective SB Corporation equipped with a proprietary credit scoring 

model, enhanced credit underwriting and risk management.  
 

A poverty impact assessment (PIA) was undertaken during the PPTA. The Project is in line with ADB’s Country 
Operational Strategy, as it encourages promoting private sector investment through financial and technical support. 

d. Social or environmental issues or concerns:  The project is classified as FI for environmental purposes, and C 
for both impact on indigenous people and resettlement. 

7.   Proposed executing/implementing agencies: SB Corporation  

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The MTPDP 2001-2004 focuses on SMEs as “a potent force in the war against poverty.” A series of 
consultations was held between ADB and DTI’s SME Core Group on the approach of ADB assistance to SME 
development. ADB and other donors have been regularly discussing government policies and SME development 
issues.  

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2003/05 
 b. Expected date of submission for approval 
   Lending: 2005 



 

   Nonlending (associated technical assistance): December 2004   

 c. Period and duration of assistance 
Lending:   Start June 2005 and end June 2010.  
Nonlending: The associated TA will start in April 2005 and be completed by April 2006.  

10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 
 a. For lending 
   Ordinary capital resources: $25 million 
   Asian Development Fund:  
   Other: 
 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds: $1,000,000 
   Other (specify, e.g., bilateral and multilateral trust funds): $ 
 

ADB = Asian Development Bank, CSP = country strategy and program, LGU = local government unit, PPTA = project 
preparatory technical assistance, SCSP = subregional cooperation strategy and program, SMEs = small- and 
medium-sized enterprises, TA = technical assistance.  
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Governance and Judicial Reform Program 
Concept Paper 

1. Type/modality of assistance 

  Lending 
   Project loan 
   Program loan (with SWAPp and TA) 
   Sector loan 
   Sector development program loan  
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
 

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Law, Economic Management, and Public Policy 
   Subsector: Law and Judiciary 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development    Regional cooperation 
   Governance  Private sector development 
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4. Responsible division/department: SEOD and OGC  
   

5. Responsible ADB officer: Elsie Louise Pfleider Araneta 
 

6. Description of assistance 

a. Background/linkage to country/regional strategy: Governance issues are central to the widespread 
perception that the Philippines is less attractive as an investment destination than its neighbors. The 
opportunities lost as a result of this have compromised growth prospects and undermined the country’s 
ability to reduce poverty. High levels of tax evasion, as well as widespread corruption in public procurement 
and project implementation, have robbed the country of resources for development and sustainable growth. 
In addition, foreign and local investment has been deterred by substantial hidden costs to: doing business, 
enforcing rights, and demanding the performance of obligations which are properly due. People in general 
believe they are unable to obtain timely and reliable justice. The vulnerable sectors of society in particular 
are often unable to defend their rights against more powerful economic and political interests, or even 
against government itself. 

  
There is a need to make corruption a “high risk, low return” undertaking through: sustained efforts to 
prosecute corrupt officials and tax evaders; speedy but just trials; an unwavering resolution to equally 
punish those found guilty. Public procurement, project implementation, public service delivery, and resource 
expenditure and management must be subjected to strong transparency and accountability measures which 
involve reliable oversight agencies, large groups of civil society, and ICT supported systems. The 
operational, administrative, and institutional capacities of the Ombudsman, the special anti-corruption court 
(Sandiganbayan), the special tax courts, the public prosecutors and defense offices, the trial courts, the 



 

Court of Appeals, and Supreme Court all need to be improved to reduce case congestion and delay, 
enhance judicial and legal competence (and skills), improve administrative support for judicial and legal 
functions, reduce rent seeking opportunities within these agencies, and reduce their susceptibility to political 
and economic pressures.  

 
The corruption and governance problems have worsened so much over the last three decades that even the 
institutional improvement of key agencies, although absolutely necessary, will not be enough. There is a 
fundamental but so is a sustained and concerted effort to improve and strengthen the governance values of 
new generations; and concerted efforts to nurture new generations with zero tolerance for any form of 
corruption and strong concepts of good governance and democratic governments. 

b. Goal and purpose: The goals of the program are to (i) strengthen the capacity of government to 
successfully expose and prosecute corruption, (ii) to improve the financial, administrative, and management 
frameworks and competence of key governance and anti-corruption bodies (the Judiciary, the Office of the 
Ombudsman, and the prosecution and defense offices of Department of Justice), (iii) strengthen the 
governance and anti-corruption values of primary and secondary school children, and support actions that 
may be undertaken by civil society groups formally acting as anti-corruption watchdogs and good 
governance advocates. 

c. Project components and expected deliverables:   

The SDP will have a policy reform component that will be financed through a program loan, an institutions 
development component that will be financed as a SWAPp, and a technical assistance grant. 

The counterpart funds generated out of the Policy Loan will finance policy reforms to support the 
independence and accountability of the Judiciary and the Office of the Ombudsman, support improvements 
in the technical competence of and service delivery by the Judiciary, the Office of the Ombudsman, and the 
prosecution and defense offices of the Department of Justice. It will also support the delivery and monitoring 
of governance and anti-corruption values courses to primary and secondary school children. 

The proceeds of the SWAPp facility (designed by WB and ADB in coordination other development partners) 
will finance budget expenditures of the Judiciary, particularly for the Action Program for Judicial Reform 
(APJR). Successful performance of the APRJ activities will improve internal and external accountability of 
the Judiciary, as well as it technical competence and reliability in the delivery of justice. 

 
The Technical Assistance grant will assist in the development and dissemination of course modules and 
media packages for governance and anti-corruption, and develop and implement practical ways for 
supporting civil society groups that act as watch dogs against corruption and as advocates for good 
governance. 

e. Social or environmental issues or concerns:  NA 

f. Plans for disseminating results/deliverables: To be determined. 

7. Proposed executing/implementing agencies:    

Policy Loan – Executing Agency – DOF 

 Implementing Agencies – Office of the Ombudsman, the DOJ, and the Supreme Court  

 SWAPp -   Executing Agency - Supreme Court  

 TA -   Executing Agency – Department of Education (and maybe another to be determined) 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The financial assistance was requested by the Government oversight agencies, as well as by the Office of the 
Ombudsman. Substantive policy and reform dialogue was undertaken with the Judiciary in the course of 
implementing ADB TA NO 3693-PHI. 

9. Timetable for assistance design, processing, and implementation 

a. Year included in CSP: 2005-07 

 b. Expected date of submission for approval 
   Lending: 2006-2008 / 2011 
  
 c. Period and duration of assistance:  The Policy Loan will be implemented over a period of 24 months; the 
SWAPp will be implemented over a period of 5 years; and the TA will be implemented over a period of 24 months. 
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10. Financing Plan  

a. For lending 
   Ordinary capital resources: 

Policy Loan $300.0 million 

 SWAPp (TBD in accordance with Judiciary’s Budget) 
  

b. For nonlending 

    Grant TA funds: $800,000 
     
 
ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy and program, SCSP 
= subregional cooperation strategy and program, TA = technical assistance. 
 
 
 
 



 

 
LOCAL GOVERNMENT FINANCING AND BUDGET REFORM SDP 

Concept Paper 
 

Date: February 2005   
 
 

1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: Capacity Building 
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Law, Economic Management, and Public Policy 
   Subsector(s): Public Finance and Expenditure Management 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEOD/SERD  
   

5. Responsible ADB officer(s):   Elsie Louise Pfleider Araneta 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy:  
With the passage of the 1987 Philippine Constitution and the adoption of the 1991 Local Government Code (LGC), 
LGUs were granted expanded government powers and local financial autonomy. They were also made responsible 
for the “general welfare” of their constituencies. LGUs must now exercise limited police powers, as well as deliver 
specific public services and facilities such as agricultural extension services, schools, local health services, housing, 
and the construction and maintenance of local roads. To finance these mandates, LGUs receive transfers from NG 
(internal revenue allotments or IRA), and raise their own revenues through taxation and the levy of fees. They can 
also receive grants, obtain credit financing, operate economic enterprises and issue bonds for their construction. 
 
In spite of the LGC’s broad mandate for devolution, the actual devolution of personnel, physical assets, and 
associated budget was incomplete and uneven across national agencies and LGUs. In addition, expenditure 
devolution provisions in the LGC contain ambiguities that lead to overlaps in spending in some instances, and 
“unfunded mandates” in other instances. This failure has caused the general inefficiency of public service delivery, 
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ambiguities in expenditure assignments, and inefficient utilization of scarce financial resources. 
 
The large central budget transfers to LGUs (which in 2003 absorbed 22.5% of national government revenue 
collections, and accounted for 16.1% of total general government expenditures) and the rigidity of the transfer 
mechanism has created vertical imbalances, horizontal gaps and disincentives for LGUs to develop other revenue 
sources. In addition, the fund-flow mechanisms from NG to LGUs, for both loan and grant financing, are quite weak; 
LGU legal authority and internal capacity to strengthen local tax revenue sources is limited; access to alternative 
financing sources, such as private bank loans and bond floats, is constrained. LGU budgeting is weak as a result not 
only of financing constraints but also by the lack of strategic linkages between development planning, budget 
management, and resource mobilization. As a result, although the devolution was designed to improve local 
governance and the quality of service delivery, neither the institutional nor financial capacity of many LGUs matches 
their expanded mandates. 
 
To meet their mandate to provide for the general welfare, power the engines of economy at their levels, and support 
national development, and improve sector efficiencies, LGUs need to strengthen strategic linkages between 
development planning, budget management, and resource mobilization, and strengthen own-resource mobilization 
(especially local taxes and charges). The environment for LGU access to non-government financing, including the 
capital markets and commercial loans, also has to be enhanced. 
 
ADB support to this sector will directly contribute to fiscal consolidation by lessening LGU dependence on central 
government transfers through strengthened LGU mobilization of their own resources. It will also contribute to the 
sustainability of fiscal consolidation, by supporting improved LGU delivery of essential services even within a 
tightening overall fiscal envelope. The investment climate at the local level would be improved by (a) empowering 
LGUs to drive their own development agenda and ensure public service delivery, (b) improving LGU access to credit 
and other non-traditional sources of finance, (c) providing LGUs with the ability to increase and improve their capital 
spending for the provision of essential infrastructure.  Finally, it will support sector efficiency by encouraging genuine 
devolution as envisaged under the LGC, establishing more transparent and accountable LGU financial and 
administrative management systems, promoting more coordinated and participatory development planning, and 
enhancing the predictability of resource flows.  
 
       b. Goal and purpose:  
The overall objective of the proposed Sector Development Program is to improve LGU capacity to provide for the 
general welfare of constituent communities. This will be supported by a series of action oriented regulatory reform 
measures targeted at:  

(a) improving transparency and accountability with respect to devolved functions, authorities, and 
financial responsibilities,  

(b) improving program and project development planning, and expenditure and debt management, 
(c) strengthening LGU resource mobilization and management, and 
(d) enhancing LGU accountability and national government agency oversight functions, including 

integrated LGU performance assessment methodology. 
. 

c. Components and outputs:  
 
The proposed SDP will have three major components: 
 
Part A: Policy-based lending, covering five sets of issues: (i) revising and rationalizing the devolution of functions; (ii) 
development planning, and expenditure and debt management; (iii); LGU resource mobilization and management; 
(iv) development of improved budget transfer mechanisms and (v) strengthened financial management and 
accountability. 
 
Part B: Provision of financing for the implementation of SDP related reforms such as the establishment of ICT 
supported financial and administrative systems, and the implementation of approved LGU development plans and 
projects (either in partnership with the private sector or a public sector financed project). Possibilities for local 
currency based sub-sovereign lending to selected / qualified LGUs, or sub-sovereign guarantees of their commercial 
borrowing, or commercially viable P3 projects will be considered. Recent successful Department of Finance piloting 
of program on-lending to reformist LGUs will be expanded.  For selected LGUs that may not meet the prescribed 
credit rating but which may qualify for official development assistance, an investment loan to MFC and GFIs for on-
lending to LGUs will also be considered. The various types of financing assistance will be provided on pilot basis, 
with the possibility for up-scaling using additional financing of replicated transactions. 
 
Part C: Technical assistance for capacity building in participating LGUs and in selected National Government 
agencies, specifically for the implementation of the financial and administrative systems, the exercise by national 
agencies of their oversight functions, the improvement of LGU transparency and accountability, the preparation of 
specific development projects, and review and dialogue on improvements to the Local Government Code. 
 



 

 d. Expected results and deliverables:  
Expected results are: (i) clarity in the extent of devolved functions and financing responsibilities, (ii) strengthened link 
between LGU planning and budgeting, and increase in the use of participatory planning and budgeting, (iii) improved 
tax policy and administration in selected LGUs, (iv) improvements in LGU accounting and internal audit processes; 
(v) constructive dialogue on rationalizing IRA distribution and intergovernmental transfer procedures and the 
development of improved intergovernmental fiscal transfer mechanisms; (vi) a new LGU performance assessment 
system, covering both fiscal performance and service delivery; and (vii) a public awareness program to educate 
population regarding the need for reforms in local government finance and budgeting. 
 
 e. Social or environmental issues or concerns: 
 Environmental:  
 Social:  
 
 f. Plans for disseminating results/deliverables:   
 
 

7. Proposed executing/implementing agency or agencies:   
 EA: Department of Finance,  
 IAs: Department of Interior and Local Government, Department of Budget and Management, Commission 
on Audit, Civil Service Commission, Leagues of LGUs, and selected LGUs  

 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Discussions regarding the conceptualization of this program have been held over the last two years with the 
Department of Finance. In addition, ADB has provided a number of technical assistance grants to strengthen LGU 
financing, support LGU service delivery and planning, and develop performance management systems.  
 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004/05 

 b. Expected date of submission for approval 
   Lending: 2005-2006 
   Nonlending 
   Nonlending (other than project preparatory): 2005    

 c. Period and duration of assistance 
   Lending: 2005 - 2009 
   Nonlending: 2005 – 2007   
 
10. Financing Plan 

 a. For lending 
   Ordinary capital resources: $ 300.0 million  

   Asian Development Fund:  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  

Source                                                  Amount ($) 
ADB Financing                                    TBD 
Government Financing                           
Other Financing 
     Total Cost                                        
 Source:                                                

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds 
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
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ADB Financing   TBD       
Government Financing                                
Other Financing 
     Total Cost        

 Source: 
 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
 
 



 

Metro Manila Urban Services for the Poor 
Concept Paper 

 
Date:  February 2005   

1. Type/modality of assistance 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector:  Multisector 
   Subsector:  Integrated Urban Development 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Southeast Asia Social Sectors Division 
   

5. Responsible ADB officer: M. Lindfield 
 

6. Description of assistance 

a. Background/linkage to country/regional strategy:  The proposed project will support the implementation 
of a policy reform agenda for a phased, multiyear slum eradication and upgrading program in support of 
decentralization and devolution where local governments, in partnership with communities and the private 
sector, assume responsibilities for urban renewal and regeneration. 

b. Goal and purpose: The proposed TA will help the Government (i) prepare a comprehensive, phased, 
prioritized metropolitan-wide 15-year plan for slum eradication and urban upgrading in Metro Manila; (ii) initiate a 
process for formulating LGU-level integrated urban development interventions in support of the strategy, 
including support for the transfer of national government lands to concerned local governments; and (iii) prepare, 
for possible external funding, an investment package of high-priority components with strong economic and 
environmental justification. The planned investment will be modest compared with the overall investment 
required to address Metro Manila in its entirety, but should have high impact and demonstrate achievable urban 
sector improvements and related poverty reduction. A component will include establishing project-based GIS for 
rapid land-use assessments and longer-term urban planning, urban upgrading, and renewal activities; and 
reviewing and assessing appropriate value-capture approaches such as tax increment financing, a widely used 
tool in developed-country cities to revitalize blighted areas. 

c. Components, outputs, specific deliverables: The proposed policy agenda will (i) improve the efficiency 
and effectiveness of shelter delivery to the poor; (ii) improve targeting of government resources to the urban 
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poor; (iii) encourage local governments to develop their own shelter strategies and programs; (iv) unblock the 
urban land market; (v) enhance the level of service and infrastructure provision to urban poor communities; (vi) 
improve access of urban poor to low-cost building materials and techniques; (vii) provide urban planning and 
zoning standards, and a building ordinance environment conducive to development of shelter for urban poor 
communities in Metro Manila; (viii) encourage increased private sector participation in urban renewal and 
regeneration activities; (ix) enable LGUs to promote urban renewal and regeneration through innovative 
mechanisms such as special community revitalization and redevelopment zones with associated private sector 
incentives; and (x) strengthen LGU urban planning and the provision of critical municipal infrastructure. 
d. Expected results and deliverables:  A comprehensive assessment of the sector with recommendations as 
to how urban renewal and the slum eradication strategy can be made sustainable. Finance of the 
implementation of the slum upgrading strategy in four key sites. These sites will constitute comprehensive urban 
renewal projects including upgrading and formalization of major slum areas. 
e. Social or environmental issues or concerns:  Minor impacts during construction, overall improvement of 
environment. 

    f.    Plans for disseminating results/deliverables:  Two conferences and a website. 

7. Proposed executing/implementing agencies:  Housing and Urban Development Coordinating Council  

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The context for the project is fully supported under the National Shelter Program, Medium-Term Philippine 
Investment Plan, the Urban Asset Reform Strategy. The ADB has undertaken a number of initiatives in the 
sector which, in cooperation with the government, have prepared the ground for this project. In particular: 
Institutional Strengthening of Urban and Housing Sector Analysis; Philippines Urban Sector Profile; Philippine 
Housing Sector Profile; and the Development of Poor Urban Communities Sector Project. 

9. Timetable for assistance design, processing, and implementation 

a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2000/05 

b. Expected date of submission for approval 
Lending:  2006 
Nonlending (project preparatory): 2005 
Nonlending (other than project preparatory):   

 c. Period and duration of assistance 
Lending: To be determined 

   Nonlending: Implemented over 8 months 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $80 million  
   Asian Development Fund:  
   Other 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds: $ 700,000 
   Other 

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 

 
ADB = Asian Development Bank, CSP = country strategy and program, GIS = geographic information systems, LGU 
= local government unit, SCSP = subregional cooperation strategy and program, SSTA = small-scale technical 
assistance, TA = technical assistance. 



 

 
Financial Market Regulation and Intermediation Program 

Draft Concept Paper 
 

Date: June 1, 2005   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s):        financial sector 
   Subsector(s):  banking, non-bank and financial markets 

 b. Targeting classification  

   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}: sustainable economic growth and governance 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEGF 
   

5. Responsible ADB officer(s): Asa Malmstrom 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: With the fiscal consolidation underway, there is an 
opportunity to assist with increasing the contribution of the financial sector in promoting growth and development, 
focusing on enhancing price discovery, allocative and operational efficiencies in intermediating between savers and 
investors. The macroeconomic pre-conditions are now being put in place for a lower inflation and interest rate 
environment that supports the development of the longer-term debt market.  The debt market can serve to diversify 
the intermediation channels and reduce the reliance on traditional banking that currently dominates the Philippine 
financial sector. 
 
 
 b. Goal and purpose: The goal is to increase the contribution of the financial sector to economic 
growth and development. The purpose is to strengthen regulation and intermediation. Institutional improvements 
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among the regulators will be augmented by an integrated set of financial sector reforms to promote diversification of 
the financial channels and to provide enhanced transparency and market efficiencies in the intermediation between 
savers and investors. Market-based diversification will also promote financial resilience by reducing the over-
dependence of financial intermediation on traditional banking channels. Such a market-based diversification when 
combined with governance reform has additional benefits through spill-overs and externalities that further increase 
the financial sector’s contribution to economic growth and development.   
 
 c. Components and outputs: 

I. Enhance financial sector governance. 
II. Stabilize and lower the inflation and interest rate environments to promote financial market 

development. 
III. Promote overall market efficiency through price formation efficiency as well as though allocative 

efficiency and operational efficiency. 
IV. Promote liquidity in primary and secondary financial markets, most notable in debt markets. 
V. Reduction in financial risks through payment system improvements, risk-based approaches to 

capital adequacy and supervision, credit information systems and enhanced credit management.    
 
  e.    Expected results and deliverables: A more diversified and resilience financial sector with improved 
governance, enhanced price discovery, increased intermediation efficiency and reduced transaction costs.  
 
 f. Social or environmental issues or concerns: none 
 

g. Plans for disseminating results/deliverables: Dissemination of information will be through the Financial 
Sector Forum (FSF) and the individual regulatory agencies including Bangko Sentral ng Pilipinas (BSP), 
Philippine Deposit Insurance Corporation (PDIC), Securities and Exchange Commission (SEC), and 
Insurance Commission ( IC). 
 

For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 
 

7. Proposed executing/implementing agency or agencies: BSP will be the executing agency while the other 
regulatory agencies such as PDIC, SEC, and IC will be implementing agencies. 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
The Government agencies have been active participants in developing the Blueprint or medium term plan for the 
future development of the capital markets and in a preparation of a diagnostic the Philippine banking sector  The 
agencies  include the regulators: BSP, PDIC, SEC, and IC, as well as market players such as the Philippine Stock 
Exchange (PSE), Philippine Dealing and Exchange Corporation (PDEx) which operates the fixed income exchange, 
and the Capital Market Development Council. . 

 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005 

 b. Expected date of submission for approval 
   Lending: 2005 
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory): 2005 
    

 c. Period and duration of assistance} 
   Lending: 2005-2007 
   Nonlending: 2005-2007 
   
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $ 300 million 
   Asian Development Fund (loan): 



 

   Asian Development Fund (grant):  
   Other: 

If cofinancing is required, indicate amount and sources sought: $300 million   

 
Source                                                  Amount ($) million 
ADB Financing                                        300 
Government Financing                            n.a. 
Other Financing                                      300                                   
     Total Cost                                          n.a. 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds TASF 
   Other:  
 
If cofinancing is required, indicate amount and sources sought:  
 

Source                                                   Amount ($) 
ADB Financing                                         800,000 
Government Financing                             200,000 
Other Financing                                         --- 
     Total Cost                                           1000, 000 

 Source: 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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MICROFINANCE DEVELOPMENT PROGRAM  
Concept Paper 

  
June 2005 
1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other: 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Finance 
   Subsector: Microfinance 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainabiity 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEGF/ SERD 
   

 
5. Responsible ADB officer(s):   J. Rogers  

1. Description of assistance(s) 

 
 a. Background/linkage to country/regional strategy:  
The majority of poor households in the Philippines do not have access to microfinance services, and rely on self-
finance or informal sources of microfinance, limiting their ability to participate in and benefit from development 
opportunities and income-generating activities. Access to microfinance services can help the poor build viable 
businesses, pursue economic opportunities and reduce vulnerability to external shocks. However, there are currently 
various systemic problems for the majority of the poor to gain access to microfinance. Microfinance is recognized as 
the central strategy for poverty reduction in the Philippines under Republic Act 8425 Social Reform and Poverty 
Alleviation Act. . It is also an important part of President Arroyo’s 10-point agenda which calls for the creation of 10 
million new jobs, and the Medium-Term Philippine Development Plan (MTDP) 2004-2010 which includes 
microfinance as a main strategy and proven effective tool in alleviating poverty. Ensuring permanent access to 
institutional financial services for poor and low-income households at competitive prices is also a goal of ADB’s 
Microfinance Development Strategy.50 Microenterprises account for 91.7% of the business enterprises in the 
Philippines and 38% of the employment. Expansion of business and employment in this sector requires expanded 
outreach and access to efficient microfinance services at competitive prices. Higher levels of financial intermediation 



 

between savers and investors and strengthened regulation and supervision are needed to increase the sector’s 
contribution to economic growth.  
 
b. Goal and purpose:  
The Microfinance Development Program aims to ensure permanent access to efficient institutional financial services 
for microenterprises and a majority of poor and low-income households at competitive prices51 by supporting 
necessary reforms to address the regulatory or systemic issues that are hampering the poor’s access to 
microfinance. This outreach and access will enable the poor to build viable businesses, pursue economic 
opportunities and develop income-generating activities. The program will support development of the policy, legal 
and regulatory frameworks for the microfinance sector to create an enabling policy environment that will facilitate 
private sector participation and the development of sustainable microfinance institutions. Savings services will be 
provided to the poor many of which lack safe and secure means to save. The MTDP 2004-2010 also recognizes the 
primary goal of reforms in the domestic financial system is to achieve a savings to GDP rate of 25 percent to 30 
percent, that will support an increase in investment ratio to 28 percent of GDP with increased resources channeled to 
micro and other businesses. Key reforms include promoting a stronger, stable and deeper financial system. Savings 
mobilization will be achieved under the program through increased access to savings services nationwide; innovative 
savings programs; and remittances.  
 
c. Components and outputs:  
 
The MDP will have the following key components: 

(i) Development of enabling policy, legal and regulatory frameworks for microfinance sector; 
(ii) Savings mobilization through increased savings services nationwide; innovative savings programs; 

and remittances (including best practices for anti-money laundering for transfers via cell phone 
based technology);  

(iii) Institutional strengthening of MFIs for more efficient delivery of services on a sustainable basis with 
greater outreach; 

(iv) Capacity building of regulatory authorities to support a safe and sound microfinance sector and 
MFIs compliance;  

(v) Financial literacy and education program for MFIs and the poor  (including gender in microfinance 
training)   

 
d. Expected results and deliverables:   
Increased outreach of efficient, sustainable microfinance services in the Philippines to the 26.5 million poor will 
enable them to build viable businesses, pursue economic opportunities and develop income-generating activities. 
Increased transparency, disclosure and governance will support a more robust and competitive market. National 
savings mobilization and investment will be supported along with private sector participation through enabling policy, 
legal and regulatory frameworks. 
 
Program measures include opening the rural banking sector to allow foreign investment to help catalyze the industry 
and support development in the medium to longer-term. Savings mobilization will be achieved through increased 
savings services nationwide; innovative savings programs and remittances through MFIs.  Systems and regulatory 
frameworks will be put into place to facilitate remittances into deposit-taking MFIs to capture remittance flows 
currently outside the formal system ($7.6 billion). The Philippine Postal Savings Bank will be privatized to increase 
operating efficiencies and facilitate expansion of savings services to rural areas. Under the program ADB’s partial 
credit guarantee facility will also be available to qualified MFIs for domestic bond issuance. 
 
Capacity building of regulatory authorities will support a safe and sound microfinance sector. The CDA will be 
restructured to a full regulatory body and capacity building of CDA and SEC staff will support improved effectiveness 
in regulatory oversight and monitoring activities. The application of best practice standards, reporting and disclosure 
practices, and chart of accounts will increase transparency and facilitate effective monitoring across all types of 
microfinance institutions. Capacity building of MFIs including the 4,000+ credit and savings cooperatives will support 
more efficient and effective delivery of sustainable microfinance services.  A national financial literacy and education 
program for MFIs and the poor will increase understanding and access to services, and support a more competitive 
and efficient delivery of services.    
 
 e. Social or environmental issues or concerns:  
That the 26.5 million poor have adequate access to efficient, sustainable microfinance services in a sound market 
with effective legal and regulatory frameworks.  
   
 f. Plans for disseminating results/deliverables: The Executing Agency and Implementing Agencies will 
disseminate the relevant materials and post information and reports on the respective websites.  
 
 
2. Proposed executing/implementing agency or agencies: 
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 Executing Agency: Department of Finance (DOF) 
 Implementing Agencies: Cooperative Development Authority (CDA), Bangko Sentral ng Pilipinas (BSP); Securities 
and Exchange Commission (SEC); and National Anti-Poverty Commission (NAPC).  
 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

Consultations have been conducted with NAPC; DOF; CDA; SEC; BSP; Microfinance Council of the Philippines, Inc 
(MCPI); Rural Bankers Association (RBAP); Philippine Postal Savings Bank; and other microfinance institutions and 
agencies. Discussions with funding agencies and donors active in microfinance in the Philippines have also been 
conducted. 

   

9. Timetable for assistance design, processing, and implementation 

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan:  CSP 2005-2007  

 b. Expected date of submission for approval 
   Lending:  August 2005 
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory):  August 2005 (piggyback TA) 
  
       c. Period and duration of assistance 
   Lending: 18 months  
                  Nonlending: 18 months 
 
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $150 million   

   Asian Development Fund: $ 
   Other:   

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  

Source                                                  Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds ($500,000 for accompanying technical assistance) 
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 

 
 



 

Integrated Coastal Resources Management 
Concept Paper 

 
Date:  February 2005   

1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
 

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Agriculture and Natural Resource 
   Subsector: Environment and Biodiversity 

        b. For project preparatory and lending classification  
 

   Targeted Intervention 
   General Intervention 

c. Key thematic area(s) 

   Sustainable economic growth                            Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development 
 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Southeast Asia Agriculture, Environment, and Natural Resources Division 
   

5. Responsible ADB officer(s): W. Zhou/ M. J. Rahman 
 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy: The coastal and marine resources of the Philippines 
are of national and global importance because of their rich biodiversity and valuable contribution to the economy. 
However, these resources are declining and are under threats due to human activities. Coral reefs, mangroves, 
seagrass and other important coastal habitats are under severe stress with consequential decrease in the 
production of coastal fisheries. The resource depletion has affected the livelihood of fisherfolks, an overwhelming 
majority of whom live in poverty.  The proposed Project will assist the Government to adopt a holistic approach 
to coastal resources management integrating terrestrial and coastal environments, strengthening policy and 
institutional framework, developing local government capacity, and reducing pressure on coastal resources.  

 
The proposed project will provide direct support to two MDGs: eradicate extreme poverty and hunger, and 
ensure environmental sustainability. Originally scheduled for approval in 2004, the investment loan slipped 
mainly due to lack of budget cover and uncertain cost-sharing arrangements between the national and local 
governments.  
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b. Goal and purpose: The long-term goals of the Project are enhanced coastal resources and reduced 
poverty among municipal fisherfolks. The Project purpose is sustainable management and conservation of 
coastal resources and increased income for coastal communities. 
 
c. Components and outputs: The Project will comprise four components: (i) Policy and Institutional 
Strengthening and Development;  (ii) ICRM and Biodiversity Conservation; (iii) Enterprise Development 
and Income Diversification; and (iv) Social and Environmental Services and Facilities.  

 
d. Expected results and deliverables: The project will have following benefits (i) laws and regulations 
governing coastal resources management will be harmonized and interagency coordination will be improved; (ii) 
about  5,000 ha sanctuary areas will be managed by local governments, with 10% increase in fish catch outside 
the protected areas; (iii) about 50,000 ha of coral reefs will be brought under improved management, with 10% 
improvement in hard coral cover; (iv) 3,500 ha of existing mangroves will be enriched/rehabilitated, and 2,500 ha 
of mangrove will be reestablished, with 20% improvement in density; (v) about 3,000 ha in watersheds will be 
reforested and 3,500 ha will be rehabilitated contributing to reduction in soil erosion and flash flooding (vi) 
incidence of illegal fishing will be reduced by 50 percent; (vii) about 10,000 fisherfolks households  will have 10% 
percent increase in real household income; (viii) women’s participation in coastal resources management and 
alternative livelihood activities will be significantly enhanced; and (ix) disadvantaged coastal communities will 
have improved access to safe water, sanitation, and community services.   

 
 e. Social or environmental issues or concerns: The project will address the social and environmental 

issues in the marine and coastal sector. 
 
 f. Plans for disseminating results/deliverables: To be determined 
 
 
7. Proposed executing agencies: Department of Environment and Natural Resources  

  
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The project will adopt a participatory process approach by which extensive consultations will be conducted with 
various stakeholders on the project design. The coastal communities will have the opportunity to organize 
themselves with the help of local governments and project facilitators, identify their specific needs, and plan and 
implement their community-specific resource management and livelihood programs based on their own needs. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2000/05 

   
 b. Expected date of submission for approval 
   Lending: 2005-2007 
   Nonlending (project preparatory):  2001 
   Nonlending (other than project preparatory):  

 c. Period and duration of assistance 
   Lending: 6 years (2005 –20010) 
   Nonlending: 
 
10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

 a. For lending 
   Ordinary capital resources: $36 million 
   Asian Development Fund: 
   Other: GEF Financing: $9.3 million  
 

If co-financing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 
 

 b. For nonlending 
   No resources required, other than ADB staff 



 

   ADB's administrative budget: $ 
   Grant TA funds 

   

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing):  
 
ADB = Asian Development Bank, CSP = country strategy and program, GEF = Global Environment Facility, SCSP = 
subregional cooperation strategy and program, TA = technical assistance. 
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Rural Roads Development Project 

Concept Paper 
 

 

Date: February 2005   
1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Transport and Communications 
   Subsector: Roads and Highways 

 b. For project preparatory and lending, classification 
   Targeted Intervention 
   General Intervention 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development 
   

3. Coverage 

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEID/ SERD 
   

5. Responsible ADB officer(s): X. Jia 
 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy: 
The last major programs of local road investment, financed by ADB and the World Bank, were completed in 
the mid 1990s. There is some continuing national government involvement in local roads, mainly in support 
of other programs in agriculture or natural resource development plans. The Local Government Code of 
1991 devolved the care of and financial responsibility for local roads including provincial, municipal and 
barangay roads, to the respective local government units. However, for the most part, local government 
revenues are limited, and improvement and maintenance of local roads has generally been neglected.  
 
The ADB’s poverty reduction strategy and the country strategy and program for the Philippines both 
emphasize the importance of rural infrastructure development. Local road infrastructure is seen as an 
essential element in widening markets and increasing rural incomes, thereby contributing to the reduction of 
poverty.  
 
PPTA 3524-PHI: Rural Roads Development Project was approved in 2000. The TA was to assist the 
national Government (NG) and local government units (LGUs) in preparing a project to improve the 
provincial road links in five poor regions of the Philippines, namely, Region V (Bicol), Region X (northern 



 

Mindanao), Region XI (southern Mindanao), Region XII (central Mindanao), and Region XIII (Caraga). After 
having been suspended for more than a year due to outstanding NG/LGU cost-sharing arrangements,  
PPTA implementation resumed on 30 June 2003 and was completed by May 2004. A SSTA was approved 
in August 2003 for conducting cadastral surveys for core subprojects and help land acquisition. 
 
Local roads subsector analysis carried out during the early stages of the PPTA revealed that without 
appropriate policy intervention in the subsector, project development impacts would not be sustained. ADB 
therefore extended TA 3805-PHI to assist the Government in the formulation of rural road development 
policy framework, which was completed by the end of 2003 and outlines the necessary policies for sector 
management and development. Such policy recommendations now require implementation, practice and 
pilot testing. During the loan fact-finding mission in March 2004, it was agreed in principle with the 
Government that a sector development program (SDP) could be an effective modality for this operation. 

 
b. Goal and purpose:  

 The main objective of the proposed SDP are to (i) create the enabling conditions for a sustainable local 
 roads subsector management and (ii) improve critical provincial road links, enhance economic 
 development, and hence reduce poverty in poor rural provinces of the southern Philippines.  
 

c. Components and outputs: 
The program loan of the SDP will be to (i) create a focal body at national level to manage the rural roads 
subsector and provide capacity building at national and provincial level, and (ii) develop a comprehensive 
rural road masterplan at national level with active participation of provinces. 
 
The investment loan, which could be a sector-type loan, will (i) improve critical provincial road llinks in the 
provinces that have core subprojects ready for implementation, (ii) assess provincial road improvement 
needs in other focal provinces and implement identified priority non-core subprojects, (iii) establish a funding 
mechanism to reduce the gap between maintenance needs and available resources, and (iv) strengthen 
subsector management at provincial level.  

 
d. Expected results and deliverables: 

Improved rural roads sector management. 
Upgraded provincial road links and improve provincial road management and maintenance. 

 
e. Social or environmental issues or concerns: 

Resettlement and possible indigenous people. Environment category B. 
 

f. Plans for disseminating results/deliverables: 
  
 
7. Proposed executing/implementing agencies: 
 The Department of Interior and Local Government will be the overall executing agency. Participating 
 provincial governments will be the implementing agencies. 
 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
 During the PPTA, extensive consultation workshops associating project stakeholders including national 
 government agencies, local government units, NGOs, and representatives of civil society have taken place. 
 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2000/05 

 b. Expected date of submission for approval 
   Lending: 2005-2007 
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory):    

 c. Period and duration of assistance 
   Lending: 2006-2009 
   Nonlending:  
 

 
10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 
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 a. For lending 
   Ordinary capital resources: $ 7.0 million (Project Readiness TA Loan) 
   Asian Development Fund:  
   Other:  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 
 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds 
   Other (specify, e.g., bilateral and multilateral trust funds):  

If cofinancing is required indicate sources, and amount sought: 

  OPEC has indicated the interest of co-financing in the civil works of the project. Detailed amount will be 
  sought further. 

 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 
 
 c. For projects financed by 
   JFICT:  
   JFPR:  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 

  
ADB = Asian Development Bank, CSP = country strategy and program, JFICT = Japan Fund for Information and 
Communication Technology, JFPR = Japan Fund for Poverty Reduction, NGO = non-government organization, 
OPEC = Organization of Petroleum Exporting Countries, PPTA = project preparatory technical assistance, SCSP = 
subregional cooperation strategy and program, TA = technical assistance. 
 
 
 
 
 
 
 



 

Appendix 6 
Assistance Pipeline for Nonlending Products and Services, 2005 - 2007 

   Sources of Funding  
Sector Responsible Assistance ADB Others  

Assistance Name Division Type Source Amount
($’000)

Source Amount 
($’000) 

Total  

Agriculture and Natural Resources       
Strategy for Development of Upland Communities in Southern   Philippines SEAE PP TASF 500.0 - - 500.0  
Irrigation Rehabilitation SEAE PP JSF 700.0 - - 700.0  
Sustainable Aquaculture Development for Poverty Reduction   SESS ID TASF 600.0 - - 600.0  

Subtotal 
 

   1,800.0   1,800  

Health, Nutrition, and Social Protection     
Support for Health Sector Reform  SESS ID TASF 1000.0 - - 1,000.0  

Subtotal  
 

   1,000.0  1,000.0  

Multisector (Housing Construction & Social Protection)       

Metro Manila Urban Services for the Poor SESS PP JSF 700.0 - - 700.0  

Subtotal  
 

   700.0  700.0  

Finance     
Microfinance Development Program  SEGF ID JSF  500.0 - - 500.0  

Financial Markets Regulation and Reform SEGF ID TASF 800.0 - - 800.0  

Subtotal  
 

   1,300.0   1,300.0  

Law, Economic Management, Public Policy     
Harmonization and Managing for Development Results  PHCO ID TASF 700.0 - - 700.0  

Strengthening the Anti-Money Laundering Regime (Phase 2) SEGF ID RTFS 400.0 - - 400.0  

Strengthening LGU Management and Administration SEOD PP JSF 1,000.0   1,000.0  

Improving Risk Management of Public Sector Debt SEOD ID TASF 250.0   250.0  

Subtotal  
                                                                                 Total 

   2,350.0
7,150.0

- - 2,350.0
7,150.0

 

               ADB = Asian Development Bank, DOF=Department of Finance, ETSW= economic, thematic and sector work, ID = institutional development, JSF= JapanSpecial Funds, LGU=Local 
Government   Units, PP = project preparatory technical assistance, RTFS= Regional Trade and Financial Security Initiative, TASF = Technical Assistance Special Fund. 

Others 
Support to the Mindanao Peace Process                                                                                          SERD                   ID                    Others a/         3,000.0     GOP/ WB b/          TBD b/             TBD b/         
(Support activities, including possible contribution to the Mindanao Trust Fund)                                                                                                                                Bilaterals 
(refer to para 55 of the text)   

                                                                                                                                                  a/ ADB Administrative Budget          b/ Estimates range from $30 – 50 million. 

83



 84 

Strategy for Development of Upland Communities 
Concept Paper 

 

Date: February 2005   
1. Type/modality of assistance 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Agriculture and Natural Resources 
   Subsectors: Forest, Environment and Biodiversity, Agriculture Sector Development 

 b. For project preparatory and lending, classification 
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)n 
  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

  Subtheme{s}: rural development, human development, natural resources conservation 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Agriculture, Environment and Natural Resources Division / Southeast Asia 
Department 
   

5. Responsible ADB officer:  B. Alimov 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: The majority of upland dwellers are poor. Poverty 
encourages overexploitation of the uplands, which results in further impoverishment of upland communities. The 
project aims to address this issue by developing a comprehensive strategy to meet the socioeconomic needs of 
upland communities in the Philippines on a sustainable basis while ensuring the environmental conservation of the 
uplands.  
 
The TA contributes to the ADB’s objective of continuing dialogue on development of sustainable livelihoods and basic 
social services and infrastructure for improving quality of life of rural poor. The project will also address two thematic 
constraints identified in the 2-year CSP: geographical inequalities and deficient management of assets, land and 
resources.  
 
 b. Goal and purpose: The purpose of the TA is to formulate and disseminate a medium-term strategy for 
development of upland communities to support the Government in developing policy, institutional reforms and 



 

investments to promote sustainable and pro-poor development and natural resources management. 
 
 c. Components and outputs: The TA outputs will be (i) a review of the previous studies and a synthesis of 
lessons learned; (ii) a review of present government policies and institutions and their relevance to development of 
upland communities; (iii) assessment of needs of upland population, particularly in the Southern Philippines and/or 
other areas with high concentration of poor upland communities; and (iv) a medium term strategy for the sustainable 
development and management of the uplands. 
 
 d. Expected results and deliverables:  The project will provide an assessment of needs of uplands 
population and develop a strategy for development of upland communities and sustainable environmental 
management of upland natural resources, with particular focus on the Southern Philippines.  
 
 e. Social or environmental issues or concerns: To be determined. 
 
 f. Plans for disseminating results/deliverables: The national and local governments, NGOs, and 
communities will be consulted during the implementation of the TA. The strategy then will be disclosed to the public. 
 
 

7. Proposed executing/implementing agency or agencies: Department of Environment and Natural Resources 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
All relevant stakeholders will be involved in conceptualizing the project. 
 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan:  2004/05 

 b. Expected date of submission for approval 
   Lending: 
   Nonlending (project preparatory): 
   Nonlending (other than project preparatory): June 2005 
    
 c. Period and duration of assistance 
   Lending: 
   Nonlending: 12 months 
   
 

10. Financing Plan 

 a. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget 
   Grant TA funds: $500,000 
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 

 Source: 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance.  
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Irrigation Rehabilitation Project 

Concept Paper 
 

Date: February 2005   
 
 

1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Agriculture and Natural Resources 
   Subsector(s): Water resources  

 b. For project preparatory and lending, classification 
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainabiity 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

  Subtheme{s}: Developing rural areas, Human development. 

   

3. Coverage {click on appropriate box} 

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Agriculture, Environment and Natural Resources Division / Southeast Asia 
Department 
   

5. Responsible ADB officer(s): T. Miyazato 
 

6. Description of assistance(s) 

a. Background/linkage to country/regional strategy: : ADB has been involved in irrigation development in 
the Philippines for more than 30 years, especially in Mindanao, which helped increase the yield of paddy and 
reduce poverty in the project areas. However, due to the shortage of government funds for operation and 
maintenance (O&M) of the national irrigation systems, efficiency of the water delivery system has been 
deteriorating for a long time. It is necessary to increase the O&M funds as well as to reduce the cost of O&M of 
the national irrigation systems. 

 
 b. Goal and purpose: To attain efficient and sustainable water management, national irrigation systems 



 

should be rehabilitated utilizing participatory irrigation management and transfer of the completed facilities to 
water user groups, and should be financially sustainable. PPTA will help the Government formulate the project to 
enhance water and management efficiency in irrigation systems. 

 
 c. Components and outputs: The PPTA will study the best measures for (i) rehabilitation of existing 

irrigation facilities, (ii) capacity building for management of irrigation systems by irrigators associations, and (iii) 
transfer of irrigation management to beneficiaries to make the system sustainable and reduce the cost of 
operation and maintenance by in National Irrigation Administration. 

 
 d. Expected results and deliverables:  A project loan is expected to be processed after completion of the 

PPTA. 
 

 e. Social or environmental issues or concerns: NIA is in financial crisis because of low collection ratio of 
irrigation service fees and increased management cost for O&M of existing irrigation facilities. Beneficiaries are 
not willingly paying fees because irrigation water is not always available. 
It is necessary to get the consensus of the government agencies to downsize irrigation management staff in NIA. 
 

 f. Plans for disseminating results/deliverables:  The PPTA findings will be disseminated to the concerned 
government agencies, LGUs, farmers’ organizations, and external agencies involved in irrigation. 

 
 

7. Proposed executing/implementing agency or agencies: National Irrigation Administration   
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Government agencies, beneficiaries and other stakeholder will be fully involved in conceptualizing the Project 
through intensive discussions and participation in workshops. 

 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2003/05 

 b. Expected date of submission for approval 
   Lending: 2007 
   Nonlending (project preparatory): June 2005 
   Nonlending (other than project preparatory):  
    

 c. Period and duration of assistance{s} 
   Lending: 7 years 
   Nonlending: 8 months 
   
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $30 million 
   Asian Development Fund: $ 
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  

Source                                                  Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: ${amount} 
   Grant TA funds $700,000 
   Other: {specify}  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
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If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 

 Source: 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
 
 



 

 
Support for Health Sector Reform 

Concept Paper 
 

Date: February 2005   
 

1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other 
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Health, Nutrition, and Social Protection 
   Subsector(s): Health Systems 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainabiity 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

  Subtheme{s}: Financial and economic governance; Human development;   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Social Sectors Division, South East Asia Regional Department  
   

5. Responsible ADB officer(s): Karima S. Saleh, Senior Health Economist, SESS  
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy:  
The Philippines is undergoing an epidemiological transition, facing both communicable and non-communicable 
diseases.  Most causes of child mortality are avoidable, however, incidence of infectious diseases are still prevalent 
in the country.  Almost half of the infants die due to acute respiratory infections (ARI).  A high degree of malnutrition 
exists among children under-5 years, and breastfeeding prevalence seems to have decreased over the years. 
Maternal mortality remains high compared to countries of comparable income, because of health seeking behavior 
and inadequate service access.  TB prevalence among the adult population is on an increase. The momentum of the 
decline in mortality and the gains in life expectancy can be sustained with additional targeted efforts. 
 
Generally, the Philippines has a well developed and a widely spread health infrastructure.  However, many facilities 
provide poor quality and inappropriate services and face inadequate supplies. Skewed distribution of health 
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manpower has further led to inequitable access to health services. Low public sector spending in health, especially 
for primary health care, adversely affect health systems’ performance. In addition, with budget constraints currently 
faced in the health sector, further efforts will be required in improving the efficiency and effectiveness of resource 
allocation and use, as well as in addressing issues of risk pooling or insurance coverage particularly of the poor and 
the vulnerable. 

 
Poor capacity exists for an effective decentralized government. Decentralization was introduced in the 1990's, but 
with little preparation and capacity building for management, and monitoring. Although it has provided more 
autonomy for service provision, it has also created inequity in resource availability for health care. Several issues 
need to be resolved, including LGU capacity building, resource allocation for health, and implementing the health 
sector reform agenda.  
 
In the 1990's, the Government introduced a comprehensive health sector reform program.  This mandates the 
betterment of the health of the population and strengthening various functions of the health sector, including public 
health, hospital reform, health care financing, health regulations and local health systems. The ADB project on Health 
Sector Development Program supports the Government of the Philippines’s health sector reform program initiative, 
and addresses health concerns of the poor and the vulnerable. 
 
 b. Goal and purpose:  
 
ADB’s Project will address supporting the Government of the Philippines Health Sector Reform Agenda, particularly 
to improve access of the poor to quality and affordable health care. The project objectives are: (i) to reduce inequity 
in health care, and (ii) to improve efficiency in the delivery of health care.  The Project addresses two levels: (i) 
national level to improve health systems efficiency, and (ii) local/district level to reduce inequity and improve 
effectiveness in health service delivery.   
 
 c. Components and outputs:  
Indicative Project components (subject to refinement during processing) include: 
 
(i) Strengthening local/district health service delivery: With the objective of improving quality of health services, the 
Project will assist in the rationalization of PHC health services. The Project will also identify and support cost-effective 
clinical interventions and strategies (essential health care package under LGU), and support the initiatives of the 
government to enroll the poor and the underserved population in the PhilHealth Insurance Program. The Project will 
provide support to the Government in identifying a mechanism to monitor and evaluate health insurance coverage of 
this sub-group, and the impact on their health status.   
 
(ii) Capacity building and health systems reform: With the objective of improving systems efficiency, the Project will 
strengthen capacity in the MOH to plan, implement, monitor, and evaluate certain aspects of the health reform 
activities, particularly those will provide the largest impact on the health of the poor.     
 
 d. Expected results and deliverables: To be defined in detail during TA preparation. 
 
 e. Social or environmental issues or concerns: Participation of local communities. NGOs, and LGUs will be 
crucial in ensuring success of the Project. 
 
 f. Plans for disseminating results/deliverables: To be determined during Project preparation. 
 
 
7. Proposed executing/implementing agency or agencies: Department of Health, and relevant LGUs 
 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
The Department of Health, Department of Finance, Department of Local Governments, LGUs, Provincial and district 
governments and community organizations.  International agencies such as UNFPA, UNICEF, UNESCO, WHO, 
IBRD, EC, GTZ, USAID, and others. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004/05 

 b. Expected date of submission for approval 
   Lending: Not Applicable  
   Nonlending (project preparatory): Not Applicable  
   Nonlending (other than project preparatory): May 2005  
    



 

 c. Period and duration of assistance 
   Lending:  
   Nonlending: June 2005 to December 2006  
   

 
10. Financing Plan  

 a. For lending 
   Ordinary capital resources:  
   Asian Development Fund:  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  

Source                                                  Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds 
   

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
ADB Financing                                        $1,000,000 (70%) 
Government Financing                           $   428,571 (30%) 
Other Financing                                      $ 0 
     Total Cost                                         $1,428,571 (100%) 

 Source: ADB; Note: Government Financing amount to be refined during TA preparation. 

 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Metro Manila Urban Services for the Poor 
Concept Paper 

 
Date:  February 2005   

1. Type/modality of assistance 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector:  Multisector 
   Subsector:  Integrated Urban Development 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Southeast Asia Social Sectors Division 
   

5. Responsible ADB officer: M. Lindfield 
 

6. Description of assistance 

c. Background/linkage to country/regional strategy:  The proposed project will support the implementation 
of a policy reform agenda for a phased, multiyear slum eradication and upgrading program in support of 
decentralization and devolution where local governments, in partnership with communities and the private 
sector, assume responsibilities for urban renewal and regeneration. 

d. Goal and purpose: The proposed TA will help the Government (i) prepare a comprehensive, phased, 
prioritized metropolitan-wide 15-year plan for slum eradication and urban upgrading in Metro Manila; (ii) initiate a 
process for formulating LGU-level integrated urban development interventions in support of the strategy, 
including support for the transfer of national government lands to concerned local governments; and (iii) prepare, 
for possible external funding, an investment package of high-priority components with strong economic and 
environmental justification. The planned investment will be modest compared with the overall investment 
required to address Metro Manila in its entirety, but should have high impact and demonstrate achievable urban 
sector improvements and related poverty reduction. A component will include establishing project-based GIS for 
rapid land-use assessments and longer-term urban planning, urban upgrading, and renewal activities; and 
reviewing and assessing appropriate value-capture approaches such as tax increment financing, a widely used 
tool in developed-country cities to revitalize blighted areas. 

c. Components, outputs, specific deliverables: The proposed policy agenda will (i) improve the efficiency 
and effectiveness of shelter delivery to the poor; (ii) improve targeting of government resources to the urban 



 

poor; (iii) encourage local governments to develop their own shelter strategies and programs; (iv) unblock the 
urban land market; (v) enhance the level of service and infrastructure provision to urban poor communities; (vi) 
improve access of urban poor to low-cost building materials and techniques; (vii) provide urban planning and 
zoning standards, and a building ordinance environment conducive to development of shelter for urban poor 
communities in Metro Manila; (viii) encourage increased private sector participation in urban renewal and 
regeneration activities; (ix) enable LGUs to promote urban renewal and regeneration through innovative 
mechanisms such as special community revitalization and redevelopment zones with associated private sector 
incentives; and (x) strengthen LGU urban planning and the provision of critical municipal infrastructure. 
d. Expected results and deliverables:  A comprehensive assessment of the sector with recommendations as 
to how urban renewal and the slum eradication strategy can be made sustainable. Finance of the 
implementation of the slum upgrading strategy in four key sites. These sites will constitute comprehensive urban 
renewal projects including upgrading and formalization of major slum areas. 
e. Social or environmental issues or concerns:  Minor impacts during construction, overall improvement of 
environment. 

    f.    Plans for disseminating results/deliverables:  Two conferences and a website. 

7. Proposed executing/implementing agencies:  Housing and Urban Development Coordinating Council  

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

The context for the project is fully supported under the National Shelter Program, Medium-Term Philippine 
Investment Plan, the Urban Asset Reform Strategy. The ADB has undertaken a number of initiatives in the 
sector which, in cooperation with the government, have prepared the ground for this project. In particular: 
Institutional Strengthening of Urban and Housing Sector Analysis; Philippines Urban Sector Profile; Philippine 
Housing Sector Profile; and the Development of Poor Urban Communities Sector Project. 

9. Timetable for assistance design, processing, and implementation 

c. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2000/05 

d. Expected date of submission for approval 
Lending:  2006 
Nonlending (project preparatory): 2005 
Nonlending (other than project preparatory):   

 c. Period and duration of assistance 
Lending: To be determined 

   Nonlending: Implemented over 8 months 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $80 million  
   Asian Development Fund:  
   Other 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds: $ 700,000 
   Other 

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 

 
ADB = Asian Development Bank, CSP = country strategy and program, GIS = geographic information systems, LGU = local 
government unit, SCSP = subregional cooperation strategy and program, SSTA = small-scale technical assistance, TA = technical 
assistance. 
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Microfinance Development Technical Assistance 

Concept Paper 
 
 
Date: June 2005 

  

 
1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other: 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector: Finance 
   Subsector: Microfinance 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainabiity 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
 

 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEGF/ SERD 
   

 
5. Responsible ADB officer(s):   J. Rogers  

3. Description of assistance(s) 

The technical assistance would support implementation of the proposed Microfinance Development Program (MDP).  
 
  a. Background/linkage to country/regional strategy:  
Microfinance is recognized as the central strategy for poverty reduction in the Philippines under Republic Act 8425 
Social Reform and Poverty Alleviation Act. It is also an important part of President Arroyo’s 10-point agenda which 
calls for the creation of 10 million new jobs, and the Medium Term Philippine Development Plan (MTDP) 2004-2010 
which includes microfinance as a main strategy and proven effective tool in alleviating poverty. Ensuring permanent 
access to institutional financial services for poor and low-income households at competitive prices is also a goal of 
ADB’s Microfinance Development Strategy.52 The majority of poor households in the Philippines do not have access 
to microfinance services, and rely on self-finance or informal sources of microfinance, limiting their ability to 



 

participate in and benefit from development opportunities and income-generating activities. Access to microfinance 
services can help the poor build viable businesses, pursue economic opportunities and income-generating activities, 
and reduce vulnerability to external shocks. Of the 26.5 million poor in the Philippines, less than one third are 
considered to have access to microfinance services. Ensuring permanent access to institutional financial services 
including savings services for poor and low-income households at competitive prices is a goal of ADB’s Microfinance 
Development Strategy53. The MTDP 2004-2010 also recognizes the primary goal of reforms in the domestic financial 
sector system is to achieve a savings to GDP rate of 25 percent to 30 percent, that will support an increase in 
investment ratio to 28 percent of GDP with increased resources channeled to micro and other businesses.  
 
 b. Goal and purpose:  
The Microfinance Development Program has the overall goal of ensuring permanent access to institutional financial 
services for a majority of poor and low-income households and their microenterprises at competitive prices. The 
program will support development of the policy, legal and regulatory frameworks for the microfinance sector to create 
an enabling an enabling policy environment that will facilitate private sector participation; support development of 
sustainable microfinance institutions; increase transparency and strengthen consumer protection.   
 
 c. Components and outputs:  
 
The technical assistance will support MDP in (i) developing policy, legal and regulatory frameworks for microfinance 
sector; (ii) capacity building for agencies including the Cooperative Development Authority (CDA), Bangko Sebtral ng 
Pilipinas (BSP), and Securities and Exchange Commission (SEC); (iii) institutional strengthening of microfinance 
institutions for more efficient delivery of services on a sustainable basis; (iv) financial literacy and education program 
(including gender in microfinance training); and (v) assistance for privatization of the Philippine Postal Savings Bank.  
 
 d. Expected results and deliverables:   
The policy, legal and regulatory frameworks for the microfinance sector will be strengthened to create an enabling 
policy environment for private sector participation and the development of sustainable microfinance institutions with 
greater outreach and access by the poor. The CDA will be restructured to a full regulatory body and CDA, BSP, SEC 
and microfinance institutions will be strengthened through targeted capacity building.             
 
 e. Social or environmental issues or concerns:  
That the 26.5 million poor have adequate access to sustainable microfinance services in a sound market with 
effective legal and regulatory frameworks.  
   
 f. Plans for disseminating results/deliverables: NAPC, DOF, BSP, CDA and SEC will disseminate the 
relevant materials and post information and reports on the respective websites.  
 
 
4. Proposed executing/implementing agency or agencies: 
 Executing Agency: Department of Finance (DOF) 
 Implementing Agencies: Cooperative Development Authority (CDA), Bangko Sentral ng Pilipinas (BSP); Securities 
and Exchange Commission (SEC) and National Anti-Poverty Commission (NAPC).  
 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

Consultations have been conducted with NAPC; DOF; CDA; SEC; BSP; Microfinance Council of the Philippines, Inc 
(MCPI); Rural Bankers Association (RBAP); Philippine Postal Savings Bank; and other microfinance institutions and 
agencies. Discussions with funding agencies and donors active in microfinance in the Philippines have also been 
conducted.   

9. Timetable for assistance design, processing, and implementation 

a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: CSP 2005-2007   

b. Expected date of submission for approval 
     Lending: 

   Nonlending (project preparatory):  
   Nonlending : August 2005    
     

 c. Period and duration of assistance 
      Lending:  
           Nonlending: 18 months 
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10. Financing Plan  

 a. For lending 
   Ordinary capital resources:  

   Asian Development Fund: $ 
   Other:   

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds $500,000 
   Other:  
 

 

 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 

  



 

 
Financial Market Regulation and Reform TA  

Concept Paper  
 

Date: June 1, 2005   
 
1. Type/modality of assistance  

  Lending  
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   ADF grant-financed 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s):        financial sector 
   Subsector(s):  banking, non-bank and financial markets 

 b. Targeting classification  

   Targeted intervention 
   General intervention 

 

 c. Key thematic area(s)  Themes: 
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  Capacity development 
   

  Subtheme{s}: sustainable economic growth and governance 

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEGF 
   

5. Responsible ADB officer(s): Asa Malmstrom 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: With the fiscal consolidation underway, there is an 
opportunity to assist with increasing the contribution of the financial sector in promoting growth and development, 
focusing on enhancing price discovery, allocative and operational efficiencies in intermediating between savers and 
investors. The macroeconomic pre-conditions are now being put in place for a lower inflation and interest rate 
environment that supports the development of the longer-term debt market.  The debt market can serve to diversify 
the intermediation channels and reduce the reliance on traditional banking that currently dominates the Philippine 
financial sector. 
 
 b. Goal and purpose: The goal is to increase the contribution of the financial sector to economic 
growth and development. The purpose is to strengthen regulation and intermediation. Institutional improvements 
among the regulators will be augmented by an integrated set of financial sector reforms to promote diversification of 
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the financial channels and to provide enhanced transparency and market efficiencies in the intermediation between 
savers and investors. Market-based diversification will also promote financial resilience by reducing the over-
dependence of financial intermediation on traditional banking channels. Such a market-based diversification when 
combined with governance reform has additional benefits through spill-overs and externalities that further increase 
the financial sector’s contribution to economic growth and development.   
 
 c. Components and outputs: 

VI. Enhance financial sector governance. 
VII. Stabilize and lower the inflation and interest rate environments to promote financial market 

development. 
VIII. Promote overall market efficiency through price formation efficiency as well as though allocative 

efficiency and operational efficiency. 
IX. Promote liquidity in primary and secondary financial markets, most notable in debt markets. 
X. Reduction in financial risks through payment system improvements, risk-based approaches to 

capital adequacy and supervision, credit information systems and enhanced credit management.    
 
  e.    Expected results and deliverables: A more diversified and resilience financial sector with improved 
governance, enhanced price discovery, increased intermediation efficiency and reduced transaction costs.  
 
 f. Social or environmental issues or concerns: none 
 

h. Plans for disseminating results/deliverables: Dissemination of information will be through the Financial 
Sector Forum (FSF) and the individual regulatory agencies including Bangko Sentral ng Pilipinas (BSP), 
Philippine Deposit Insurance Corporation (PDIC), Securities and Exchange Commission (SEC), and 
Insurance Commission ( IC). 
 

For TA, method(s) of TA output dissemination:  
   A conference/workshop/brown bag 
   Publication of article(s) in external journals or books 
   External press release to news agencies, including www.adb.org 
   Internal press release in ADB Today 
   Others (specify) ________________________ 
 
 

7. Proposed executing/implementing agency or agencies: BSP will be the executing agency while the other 
regulatory agencies such as PDIC, SEC, and IC will be implementing agencies. 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
The Government agencies have been active participants in developing the Blueprint or medium term plan for the 
future development of the capital markets and in a preparation of a diagnostic the Philippine banking sector  The 
agencies  include the regulators: BSP, PDIC, SEC, and IC, as well as market players such as the Philippine Stock 
Exchange (PSE), Philippine Dealing and Exchange Corporation (PDEx) which operates the fixed income exchange, 
and the Capital Market Development Council. . 

 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005 

 b. Expected date of submission for approval 
   Lending: 2005 
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory): 2005 
    

 c. Period and duration of assistance 
   Lending: 2005-2007 
   Nonlending: 2005-2007 
   
 

10. Financing Plan  

 a. For lending 
   Ordinary capital resources: $ 300 million 
   Asian Development Fund (loan):  

Asian Development Fund (grant):



 

   Other: 

If cofinancing is required, indicate amount and sources sought: $300 million   

 
Source                                                  Amount ($) million 
ADB Financing                                        300 
Government Financing                            n.a. 
Other Financing                                      300                                   
     Total Cost                                          n.a. 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds TASF: $800,000 
   Other:  
 
If cofinancing is required, indicate amount and sources sought:  
 

Source                                                   Amount ($) 
ADB Financing                                         800,000 
Government Financing                             200,000 
Other Financing                                         --- 
     Total Cost                                           1000, 000 

 Source: 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Harmonization And Managing For Development Results 

Concept Paper 
 

Date: February 2005   
 
1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s):           Law, Economic Management and Public Policy 
   Subsector(s):      National Government Administration 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
  Themes: 
   Sustainable economic growth  Environmental sustainabiity 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

  Subtheme{s}: Financial and Economic Governance; Public Governance 

   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: PhCO/SERD 
   

5. Responsible ADB officer(s): Richard S. Ondrik 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: Following the joint initiative of major donor 
institutions and partner countries at the 2003 Rome Round Table for Harmonization, the proposed TA was developed 
within the global harmonization framework through joint efforts of GoP, ADB, the World Bank (WB) and JBIC. The 
proposed TA is expected to assist and strengthen the Philippines Country Harmonization Program (PCHP). It 
comprises two main pillars. One is to improve development effectiveness and the other is to implement and 
institutionalize good practices and improve governance. The proposed TA has envisaged joint efforts of the donor 
community and GoP to coordinate, streamline and harmonize operational policies, procedures and practices of major 
donor institutions with those of GoP systems.  
 
          GoP took an encouraging ownership to commit efforts and counterpart resources in commissioning an 



 

institutional framework - Committee on Harmonization (COH)54 - to play an anchor lead role and work closely with 
ADB, the World Bank and JBIC for implementing the PCHP, and further move forward the harmonization agenda. 
The proposed TA focuses on such priority areas of intervention as procurement, financial management and financial 
auditing, and disbursements, and aims at achieving interim results of (i) harmonizing standard bidding procedures 
and bidding documents for local competitive bidding for goods and works, and (ii) establishing capacity profiles of 
GoP’s conduct of financial management and developing technical readiness to create a more effective and efficient 
financial management and monitoring system for overall public resource utilization and management, especially for 
ODA programs. In addition, GoP regulations and procedures are broadly aligned with ADB/WB/JBIC safeguard 
policies in the areas of gender, resettlement, and environment. However, some effort is needed to jointly review 
policies to unify practices and reporting so as to reduce delays and transaction friction. 
 
          Initial assessment of the PCHP implementation suggests that further interventions be built to (i) focus on 
managing for development results, (ii) encourage more proactive participation of GoP to ensure stronger ownership 
and leadership in harmonization, (iii) build implementation capacity at GoP’s initiative to ensure responsibility and 
accountability for higher quality implementation of the harmonized results and reports, (iv) secure timely set-up of 
specific working groups and prioritize resources as a critical condition to facilitate and expedite harmonization 
progress and implementation of the harmonized result areas, and (v) strengthen effective communications and 
coordination among the donor institutions with more simplified and efficient working procedures to comply with the 
envisaged timeframe of harmonization targets. 
  
 b. Goal and purpose: The TA will provide a catalytic instrument to assist GoP to (i) achieve 
fully the envisaged initial harmonization results in procurement and financial management and auditing, (ii) further 
expand the scope of harmonization and detail future harmonization activities with time-bound implementation 
arrangements and clearly defined results, and (iii) strengthen GoP’s ownership and accountability by strengthening 
GoP’s implementation capacity in main harmonized areas and building a performance monitoring and evaluation 
mechanism including clearly defined performance indicators and performance evaluation criteria and procedures for 
the harmonized areas and results.  
 
            ADB, since early 2003, has initiated with joint efforts of the World Bank and JBIC harmonization in 
procurement and financial management using its very limited administrative resources of mainly knowledge pool and 
staff time. This TA will provide more instrumental facilities and tools through necessary financial resource to 
complement the achievements of the initial harmonization, and enable GoP and the donor community to continue 
achieving envisaged harmonization results for sustainable improvement of development effectiveness. 
 
 c. Components and outputs: The proposed TA will cover 4 major areas to (i) continue 
harmonization efforts and activities in procurement and financial management, (ii) improve disbursements and net 
resource transfer by improving GoP’s budget and expenditure management, (iii) further enhance the dialogue 
mechanism between GoP’s oversight agencies and donor institutions, and (iv) assist in enhancing the planning-
budgeting nexus by identifying results framework for performance budgeting, including strengthening the Sector 
Effectiveness and Efficiency Reviews (SEERs) and the Organizational Performance Indicator Framework (OPIF), two 
instruments used by GoP to improve allocative efficiency for scarce public resources. Specifically, the TA will focus 
its resources in 5 parts:  
 
 Part A - Procurement.  With conclusion of the harmonized procurement procedures and standard bidding 
documents for local competitive bidding for goods and works in early 2004, the TA will assist GoP to closely monitor 
implementation of the harmonized results and draw lessons for further improvement. In the meantime, main focus of 
the TA will be on harmonizing procurement procedures and bidding documents for international competitive bidding 
and use of loan-funded consulting services. This is a major area with big policy gaps55 to close between GoP and 
donor institutions. Meanwhile, a mechanism will be developed and implemented to mitigate the inefficient and less 
effective management of procurement operations that has been confirmed to be a cross cutting issue affecting 
adversely smooth and timely implementation of development assistance programs.  
 
 Part B - Financial Management and Auditing. The TA will further support GoP’s efforts in (i) conducting 
comprehensive profiling and diagnostic capacity analysis of GoP’s current conduct of financial management and 
financial management institutions, and (ii) redefining the terms of reference for those financial management 
institutions and business process of financial management for improved efficiency and effectiveness of ODA program 
implementation. Specifically, efforts will focus on four major sub-areas: (a) common financial management and 
capacity assessment, (b) common financial monitoring/reporting of projects, (c) auditor's terms of reference (TOR), 
and (d) quality assurance of private sector auditors. The TA will also assist GoP to develop and implement a single 
audit reporting system utilizing financial statements of executing agencies of development projects. 
 
 Part C - Improvement in GoP’s Budget and Expenditure Management. Disbursements and net resource 
transfer are fundamental effectiveness and efficiency financial indicators of donor assistance, and reflection of quality 
project implementation. Track records have shown that financial performance of Philippines portfolio is often 
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adversely influenced by implementation delays due to serious lack of budget covers for both loan proceeds and local 
counterpart funds and the absence of coordinated budget strategies in line with national and sector development 
priorities. The TA will assist GoP to harmonize procedures and performance-based sector budget strategies 
prescribed under DBM’s recent budget and expenditure management program and funding requirements of ADB-
funded programs/projects in accordance with envisaged financing plans and financing arrangements for new loans 
being processed for 2004 and programmed onwards. 
 
 Part D - Harmonization to Enhance Quality-at-Entry. ADB’s Philippines country experiences have shown 
that identification of national development priorities and preparation of priority development programs for major social 
and economic sectors are not always well coordinated with synergy of resource implications. Also, differences 
between GoP’s project processing and approving procedures and the ones of ADB have caused unnecessary delays 
in loan processing. The TA will facilitate coordination between the two systems to harmonize a time-bound matrix of 
major ADB loan processing milestones and approving procedures of GoP, including GoP’s clearances by 
INFRACOM and ICC in line with ADB’s requirements for MRM. Furthermore, the TA will further improve the existing 
dialogue mechanism between GoP and ADB to more effectively address issues of quality assurance, compliance 
with ADB’s safeguard policies including gender, resettlement, environment and resource management. This may 
further include areas such as value engineering for more credible project costing, transfer of technology, and building 
capacity in project formulation and preparation. 
 
           Part E – Management of Development Results. This component will build on the Sector Effectiveness and 
Efficiency Reviews (SEERs) and the Organizational Performance Indicator Framework (OPIF) being implemented by 
Government. Beginning with the 2005 budget, the Department of Budget and Management is using the instruments 
as strategic tools to reallocate resources from low to high impact activities, and from low to high priorities, by linking 
outcomes, performance evaluation, and budget planning. The SEERs and OPIF will enhance accountability for 
results, and improve service delivery in exchange for access to budgetary resources. The proposed TA will help 
support the integration of performance measurement with management decision-making processes by enhancing the 
results orientation of national development and investment plans, and sector plans. This component will help the 
implementing agencies develop results-based planning and budgeting techniques. 
 
 d. Expected results and deliverables:  to be confirmed with GOP and development partners during fact-           

finding 
 
 e. Social or environmental issues or concerns: none 
 f. Plans for disseminating results/deliverables:  to be discussed with GOP during fact-finding 
 
 

7. Proposed executing/implementing agency or agencies:  Department of Finance ( DOF) 
Implementing Agencies = NEDA, DBM, COA, DENR, OP-ULR, other agencies 

       Working groups with JBIC and WB and other departments and institutions. 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
During 2003 country programming mission, the Government of Philippines (GoP) requested the Asian Development 
Bank (ADB) to provide a technical assistance (TA) to assist the GoP in further moving forward the harmonization 
agenda declared at the 2003 Rome Round Table for Harmonization, and strengthening implementation of the 
Philippines Country Harmonization Program (PCHP) to continue the efforts of improving effectiveness of official 
development assistance (ODA) programs. In response, ADB agreed to support and programmed the TA in 2003. 
Processing of the TA could not be completed in 2003 because of the needs of further detailing the PCHP and 
coordination among the donor community including the World Bank and Japan Bank of International Cooperation 
(JBIC). The ADB’s 2004 country programming confirmation mission (CPCM) reassessed the request based on a 
detailed review and update of the Philippines harmonization progress, and reconfirmed the TA with GoP for the 2004 
or 2005 country program for Philippines. The major key to ensure successful implementation of the PCHP is to keep 
strengthening GoP’s proactive ownership and participation through building operational platforms to enable GoP to 
take a strong leadership role in the coordination of development assistance and secure counterpart resources to 
build capacity to do so. It is equally important to enable GoP to institutionalize the harmonized result areas through 
further continuing policy dialogue and catalytic resources of the TA. 

 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2003/05 

 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory): July 2005 



 

    

 c. Period and duration of assistance 
   Lending:    
                  Nonlending: 2005 - 2006   
 

10. Financing  

 a. For lending 
   Ordinary capital resources: $ 
   Asian Development Fund: $ 
   Other: $ 

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  

Source                                                  Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 
 Source:  

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds $700,000.0 
   Other:   

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
ADB Financing 
Government Financing 
Other Financing 
     Total Cost 

 Source: 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
 
 

103 



 104 

 
Strengthening the Anti-Money Laundering Regime (Phase II) 

Concept Paper 
 

Date: February 2005   
1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector:  
   Subsector:  

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEGF/SERD 
   

5. Responsible ADB officer(s): Thatha Hla 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy: The Philippines Country Strategy and Program 
Update 2004-2006 includes governance as a focus area and explicitly mentions strengthening of the anti-money 
laundering regime as an ongoing priority.  The proposed assistance is also in line with ADB's recently approved 
policy paper on combating money laundering and the financing of terrorism.   
 
The TA builds upon work done under TA 3847-PHI: Strengthening the Anti-Money Laundering Regime.  With support 
from TA 3847, key elements of an anti-money laundering (AML) regime are now in place with the establishment of a 
functional financial intelligence unit (FIU) and strengthened legal, regulatory, and inter-institutional frameworks.  
Significant capacity-building support has also been provided across a range of key AML-related institutions.  Effective 
implementation of the AML regime, however, will require strengthening of compliance procedures and practices by 
supervisory agencies and financial institutions, development of key complementary legislation (e.g. asset forfeiture, 
mutual legal assistance), and identification and addressing of institutional, regulatory, and other bottlenecks in the 
implementation chain (e.g. judicial and investigative processes and capacity). 
 
 b. Goal and purpose: To strengthen the anti-money laundering regime. 
 
 c. Components and outputs: The TA will have five main components: (i) process mapping of current AML 



 

regime to identify implementation bottlenecks and development of a strategy and roadmap to address these, (ii) 
support for development of an effective "compliance culture" through strengthening of the incentive framework for 
AML compliance by covered institutions, (iii) support for development of key complementary legislation, (iv) 
development of locally-based training programs and computer-based materials to allow for sustainable and cost-
effective capacity building, and (v) facilitation of the development of a pairing/mentoring relationship between AMLC 
and an appropriate well-established regional FIU. 
 
 d. Expected results and deliverables: These include (i) detailed process mapping to identify implementation 
bottlenecks and strategy to address these, (ii) development of effective compliance procedures and practices by 
supervisory authorities and covered institutions, (iii) drafting of key complementary legislation, (iv) development of 
local training capacity and programs along with computer-based training material, and (v) establishment of a 
pairing/mentoring relationship between AMLC and an appropriate well-established regional FIU. 
 
 e. Social or environmental issues or concerns: none 
 
 f. Plans for disseminating results/deliverables: AMLC will provide for dissemination of TA outputs 
through its newly established website.  TA outputs will also be provided the Asia Pacific Group on anti-money 
laundering to facilitate regional dissemination. 
 

7. Proposed executing/implementing agencies: Anti-Money Laundering Council (AMLC) 
 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Project design draws upon Government request at the annual meeting of the Asia Pacific Group on anti-money 
laundering and has been further developed through close ongoing dialogue with AMLC and other key AML-related 
agencies. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: new project 2004/05 

 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory):  
   Nonlending (other than project preparatory): July 2004 

 c. Period and duration of assistance 
   Lending:  
   Nonlending: 12 months 
 

10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

 a. For lending 
   Ordinary capital resources:  
   Asian Development Fund:  
   Other:  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds : Cooperation Fund for Regional Trade and Financial Security Initiative; $400,000 
   Other:  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 
  
ADB = Asian Development Bank, CSP = country strategy and program, SCSP = subregional cooperation strategy 
and program, TA = technical assistance. 
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COMBINED WITH LENDING OPERATION 
Strengthening LGU Management and Administration  

Concept Paper 
 

 
Date: February 2005   
 
 

1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: Capacity Building 
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector(s): Law, Economic Management, and Public Policy 
   Subsector(s): Public Finance and Expenditure Management 

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development  
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: SEOD/SERD  
   

5. Responsible ADB officer(s):   Elsie Louise Pfleider Araneta 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy:  
With the passage of the 1987 Philippine Constitution and the adoption of the 1991 Local Government 
Code (LGC), LGUs were granted expanded government powers and local financial autonomy. They were 
also made responsible for the “general welfare” of their constituencies. LGUs must now exercise limited 
police powers, as well as deliver specific public services and facilities such as agricultural extension 
services, schools, local health services, housing, and the construction and maintenance of local roads. To 
finance these mandates, LGUs receive transfers from NG (internal revenue allotments or IRA), and raise 
their own revenues through taxation and the levy of fees. They can also receive grants, obtain credit 
financing, operate economic enterprises and issue bonds for their construction. 
 
In spite of the LGC’s broad mandate for devolution, the actual devolution of personnel, physical assets, 



 

and associated budget was incomplete and uneven across national agencies and LGUs. In addition, 
expenditure devolution provisions in the LGC contain ambiguities that lead to overlaps in spending in 
some instances, and “unfunded mandates” in other instances. This failure has caused the general 
inefficiency of public service delivery, ambiguities in expenditure assignments, and inefficient utilization of 
scarce financial resources. 
 
The large central budget transfers to LGUs (which in 2003 absorbed 22.5% of national government 
revenue collections, and accounted for 16.1% of total general government expenditures) and the rigidity 
of the transfer mechanism has created vertical imbalances, horizontal gaps and disincentives for LGUs to 
develop other revenue sources. In addition, the fund-flow mechanisms from NG to LGUs, for both loan and grant 
financing, are quite weak; LGU legal authority and internal capacity to strengthen local tax revenue sources 
is limited; access to alternative financing sources, such as private bank loans and bond floats, is 
constrained. LGU budgeting is weak as a result not only of financing constraints but also by the lack of 
strategic linkages between development planning, budget management, and resource mobilization. As a 
result, although the devolution was designed to improve local governance and the quality of service 
delivery, neither the institutional nor financial capacity of many LGUs matches their expanded mandates. 
 
To meet their mandate to provide for the general welfare, power the engines of economy at their levels, 
and support national development, and improve sector efficiencies, LGUs need to strengthen strategic 
linkages between development planning, budget management, and resource mobilization, and strengthen 
own-resource mobilization (especially local taxes and charges). The environment for LGU access to non-
government financing, including the capital markets and commercial loans, also has to be enhanced. 
 
ADB support to this sector will directly contribute to fiscal consolidation by lessening LGU dependence on 
central government transfers through strengthened LGU mobilization of their own resources. It will also 
contribute to the sustainability of fiscal consolidation, by supporting improved LGU delivery of essential 
services even within a tightening overall fiscal envelope. The investment climate at the local level would 
be improved by (a) empowering LGUs to drive their own development agenda and ensure public service 
delivery, (b) improving LGU access to credit and other non-traditional sources of finance, (c) providing 
LGUs with the ability to increase and improve their capital spending for the provision of essential 
infrastructure.  Finally, it will support sector efficiency by encouraging genuine devolution as envisaged 
under the LGC, establishing more transparent and accountable LGU financial and administrative 
management systems, promoting more coordinated and participatory development planning, and 
enhancing the predictability of resource flows.  
 
       b. Goal and purpose:  
The overall objective of the proposed Sector Development Program is to improve LGU capacity to 
provide for the general welfare of constituent communities. This will be supported by a series of action 
oriented regulatory reform measures targeted at:  

(e) improving transparency and accountability with respect to devolved functions, authorities, 
and financial responsibilities,  

(f) improving program and project development planning, and expenditure and debt 
management, 

(g) strengthening LGU resource mobilization and management, and 
(h) enhancing LGU accountability and national government agency oversight functions, 

including integrated LGU performance assessment methodology. 
. 

d. Components and outputs:  
 
The proposed SDP will have three major components: 
 
Part A: Policy-based lending, covering five sets of issues: (i) revising and rationalizing the devolution of 
functions; (ii) development planning, and expenditure and debt management; (iii); LGU resource 
mobilization and management; (iv) development of improved budget transfer mechanisms and (v) 
strengthened financial management and accountability. 
 
Part B: Provision of financing for the implementation of SDP related reforms such as the establishment of 
ICT supported financial and administrative systems, and the implementation of approved LGU 
development plans and projects (either in partnership with the private sector or a public sector financed 
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project). Possibilities for local currency based sub-sovereign lending to selected / qualified LGUs, or sub-
sovereign guarantees of their commercial borrowing, or commercially viable P3 projects will be 
considered. Recent successful Department of Finance piloting of program on-lending to reformist LGUs 
will be expanded.  For selected LGUs that may not meet the prescribed credit rating but which may 
qualify for official development assistance, an investment loan to MFC and GFIs for on-lending to LGUs 
will also be considered. The various types of financing assistance will be provided on pilot basis, with the 
possibility for up-scaling using additional financing of replicated transactions. 
 
Part C: Technical assistance for capacity building in participating LGUs and in selected National 
Government agencies, specifically for the implementation of the financial and administrative systems, the 
exercise by national agencies of their oversight functions, the improvement of LGU transparency and 
accountability, the preparation of specific development projects, and review and dialogue on 
improvements to the Local Government Code. 
 
 d. Expected results and deliverables:  
Expected results are: (i) clarity in the extent of devolved functions and financing responsibilities, (ii) 
strengthened link between LGU planning and budgeting, and increase in the use of participatory planning 
and budgeting, (iii) improved tax policy and administration in selected LGUs, (iv) improvements in LGU 
accounting and internal audit processes; (v) constructive dialogue on rationalizing IRA distribution and 
intergovernmental transfer procedures and the development of improved intergovernmental fiscal transfer 
mechanisms; (vi) a new LGU performance assessment system, covering both fiscal performance and 
service delivery; and (vii) a public awareness program to educate population regarding the need for 
reforms in local government finance and budgeting. 
 
 e. Social or environmental issues or concerns: 
 Environmental:  
 Social:  
 
 f. Plans for disseminating results/deliverables:   
 
 

8. Proposed executing/implementing agency or agencies:   
 EA: Department of Finance,  
 IAs: Department of Interior and Local Government, Department of Budget and Management, Commission 
on Audit, Civil Service Commission, Leagues of LGUs, and selected LGUs  

 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
Discussions regarding the conceptualization of this program have been held over the last two years with the 
Department of Finance. In addition, ADB has provided a number of technical assistance grants to strengthen LGU 
financing, support LGU service delivery and planning, and develop performance management systems.  
 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004/05 

 b. Expected date of submission for approval 
   Lending: 2005-2006 
   Nonlending 
   Nonlending (other than project preparatory): 2005    

 c. Period and duration of assistance 
   Lending: 2005 - 2009 
   Nonlending: 2005 – 2007   
 
10. Financing Plan 

 a. For lending 
   Ordinary capital resources:  
   Asian Development Fund:  
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements.  



 

Source                                                  Amount ($) 
ADB Financing                                    TBD 
Government Financing                           
Other Financing 
     Total Cost                                        
 Source:                                                

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 
   Grant TA funds: 1.0 million 
   Other:  

If cofinancing is required, indicate amount and sources sought: $____, from ____________. 
If known, provide cost estimates and financing arrangements. 
 

Source                                                   Amount ($) 
ADB Financing   TBD       
Government Financing                                
Other Financing 
     Total Cost        

 Source: 
 
ADB = Asian Development Bank, CSP = country strategy and program, RCSP = regional cooperation strategy and 
program, TA = technical assistance. 
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Improving Risk Management of Public Sector Debt  

Concept Paper 
 

Date:  May 2005   
 
1. Type/modality of assistance (double-click on appropriate box) 

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other:  
  

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector:  
   Subsector:  

 b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

 c. Key thematic area(s)  
   Sustainable economic growth  Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development  
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department:   SEOD/SERD 
   

5. Responsible ADB officer(s):   William Bikales 
 

6. Description of assistance(s) 

  a. Background/linkage to country/regional strategy:  
As of end 2003 the total stock of public sector debt of the Philippines reached 137.5% of GDP, including National 
Govenrment (NG) debt (75.4% of GDP), the debt of the 14 monitored Government owned and controlled 
corporations (GOCCs – 37% of GDP), Local Government debt and others   The large fiscal burden of debt servicing, 
advances on guaranteed loans and payment of guaranteed obligations under Private Sector Participation contracts 
has squeezed out spending on essential government services, greatly weakened government ability to avail of ADB 
program and project lending, and undermined investor confidence in the macroeconomic stability of the country.  For 
these reasons the new ADB Philippines 2005-2007 Country Strategy and Program emphasizes fiscal consolidation 
as the highest priority goal of ADB support and as a prerequisite for expanded support in the coming three years.   
Under these conditions there is an urgent need to institutionalize a debt and risk management framework for the 
national government.  At present a number of different Government agencies are involved in this work.  These 
include, under the Department of Finance (DOF), the Bureau of Treasury (BTr), Domestic Finance Group (DFG), 
International Finance Group (IFG), Corporate Affairs Group (CAG) and Bureau of Local Government Finance 
(BLGF), as well as the Bangko Sentral ng Pilipians (BSP), Government Financial Institutions (GFI) and other 
GOCCs.  Coordination among these bodies is often not effective, and the capacity to develop and execute a 
comprehensive public sector borrowing strategy is therefore not present.  



 

 The DOF has requested ADB technical assistance with the establishment of a Debt and Risk Management Office 
(DRMO) to coordinate and improve this work, and with capacity building for the DRMO to aid it in quickly taking on its 
planned functions. 
 
 b. Goal and purpose:  
 
The goal of this TA is strengthened public sector debt and risk management, in order to contribute to sounder 
macroeconomic management.  The purpose is the establishment of the DRMO, which will institutionalize the key 
functions of debt and risk management in one coordinating office.  Those functions include preparation and regular 
review and revision of an overall Government debt management and borrowing strategy, assessment of all key risks 
to government debt sustainability, including contingent liabilities and exogenous risks related to the domestic and 
external economic environment, and maintenance of a comprehensive database of GOCC and GFI debt to 
complement     
 
 
 c. Components and outputs:  
Key components of the TA will be:   

(i) assistance to DOF in determining debt and risk management objectives, preferred risk tolerance and 
strategies to manage debt and contingent liabilities in the public sector;  

(ii) design of a legal framework and governance structure for the DRMO,:  
(iii)  analysis of the current public sector debt profile and of contingent liabilities,  including a review of the 

fiduciary guarantee mechanism provided by the National Government to guarantee institutions, and 
proposal of a mechanism to assess proposals for GOCC and GFI projects;  

(iv)  design of the DRMO database and debt monitoring mechanism.    
Outputs will be the a new draft DOF debt and risk management strategy; a new legal framework for the DRMO, 
including necessary administrative orders for its creation and for consolidation of DOF debt management functions in 
the DRMO; an analysis of public sector debt profile and contingent liability assessment; and a new DRMO debt 
database covering GOCCs and GFIs.   
 
 d. Expected results and deliverables:  
The key result of this TA will be strengthening of the Government of Philippines’ fiscal management, through the 
creation of the DRMO, an office which will provide greater coherence, comprehensiveness and analytical soundness 
to the Government’s management of debt and risk management, including the entire range of public sector debt and 
contingent liabilities.   Key deliverables will be proposals for establishment of the DRMO with drafts of all necessary 
administrative orders; analytical assessments of the current government debt and risk profile to serve as inputs into 
the government’s new borrowing and debt management strategy; the creation of a new database on GOCC and GFI 
debt; and capacity building for DRMO staff to enable the office to rapidly and effectively take over its functions. 
 
 e. Social or environmental issues or concerns:  
 
N.A. 
 

f. Plans for disseminating results/deliverables: 
Throughout the TA workshops will be held for officers from the DOF, BSP, NEDA and other government agencies 
involved in debt management.   As preliminary drafts of key documents are prepared, consultations will be organized 
with major external lenders to the Philippines, including World Bank, JBIC and relevant offices of the ADB.  At 
conclusion of the TA a workshop will be organized to brief all stakeholders on the functions of the DRMO and how it 
will affect their operations. 
 
 

7. Proposed executing/implementing agencies: Department of Finance will be the Executing Agency.  
Implementing Agency is currently the DOF Corporate Affairs Group, under Undersecretary Nieves Osorio.  
Once the DRMO is established it will become the Implementing Agency. 

 
 

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  
TA was requested by the government, and the details developed in close consultation with DOF. 
 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2004/05 

 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory):  July 2005 
   Nonlending (other than project preparatory):  
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 c. Period and duration of assistance 
   Lending:  
   Nonlending:  
 
 

10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

 a. For lending 
   Ordinary capital resources:  
   Asian Development Fund:  
   Other:  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget:  
   Grant TA funds : 250,000  

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 
  
ADB = Asian Development Bank, CSP = country strategy and program, SCSP = subregional cooperation strategy 
and program, TA = technical assistance. 
 
 



 

Support to the Mindanao Peace Process 
Concept Paper 

Date: February 2005   

1. Type/modality of assistance  

  Lending 
   Project loan 
   Program loan 
   Sector loan 
   Sector development program loan 
   Other:  
 
 
  Nonlending 
   Project preparatory 
   Other than project preparatory 
    Economic, thematic, and sector work 
    Institutional development 
    Other: Support to peace building  
 

2. Assistance Focus 

 a. If assistance focuses on a particular sector or subsector, specify the 
   Sector:    
                  Subsector:  

   Targeted Intervention 
   General Intervention 

       b. For project preparatory and lending, classification  
   Targeted Intervention 
   General Intervention 

c. Key thematic area(s) 

   Sustainable economic growth                            Environmental sustainability 
   Inclusive social development  Regional cooperation 
   Governance  Private sector development 
   Gender and development 
   

3. Coverage  

  Country  Subregional  Interregional 
  Internal policy development 

4.  Responsible division/department: Philippines Country Office (PhCO) 
   

5. Responsible ADB officer(s): R. Ondrik 
 

6. Description of assistance(s) 

e. Background/linkage to country/regional strategy: Southern Philippines, especially Mindanao lags 
significantly in terms of economic and social development indicators; is home to nearly 24% of the country’s 
population; accounts for about 40% of people living in poverty. Within this rubric, conflict-affected areas, ravaged 
by years of unrest and intermittent warfare, are home to the poorest of the poor.  Specifically, Mindanao has 
been plagued by a decades-old separatist movement, the Moro Islamic Liberation Front (MILF), kidnappings by 
the Abu Sayyaf Group, and reports of training camps for the international terrorist group Jemaah Islamiyah.  The 
price of war has been high, with Mindanao having the highest poverty incidence, despite having rich natural 
resources.  Five provinces in Mindanao make up half of the 10 poorest provinces in the country while ARMM, 
where the separatist movement is based, is among the poorest regions.  In this context, ADB’s CSP 
acknowledges (i) while a just and sustainable peace is essential to development, development is needed to 
underwrite peace; and (ii) low absorptive capacity means institution strengthening is at least as important as 
project investment.   Given these, there is a strong justification for ADB involvement in building peace and 
development in Mindanao. 
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Goal and purpose: The ultimate goal of ADB’s support to the peace process is primarily to help Government 
achieve sustainable peace and development in Mindanao.  The primary objective is to cooperate with 
Government, MILF through the Bangsamoro Development Agency (BDA) and development partners in 
addressing various aspects in the peace process, leading to the attainment of a peace accord between the 
Government and MILF.  Some of the activities that will be supported include (i) identifying needs of conflict-
affected communities (CACs) in Mindanao, through a continued Joint Needs Assessment (JNA) process; (ii) 
creating a sound and efficient funding mechanism, to be called the Mindanao Trust Fund, to provide immediate 
reconstruction and development assistance to CACs, and enable disarmament and reintegration of combatants 
to the communities, once a peace agreement is signed between the Government and MILF; (iii) under the JNA 
and MTF mechanisms, targeting and funding short-term interventions that will provide quick-win solutions to real 
problems that besiege the lives of CACs, particularly along the areas of governance, rural development, human 
development and finance and private sector; and, (iv) providing funds for needed studies and research that 
would help unclog issues and provide recommendations on areas such as land and ancestral domain and 
effective alternative delivery mechanisms. The proposed ADB assistance will be unique in the sense that it will 
require greater flexibility in the allocation of funds and timing of actual disbursements, depending upon 
developments in the ongoing peace process.   
 
f. Components and outputs: At this stage, ADB’s support to the peace process may cover the following 
components:  (i) JNA on reconstruction and development needs of CACs; (ii) JNA on disarmament, 
demobilization and reintegration (DDR) (by channeling funds to the UN which has the expertise on DDR); (iii) 
financial contribution to the MTF; (iv) support for the management and implementation of MTF (by providing 
technical expertise and administrative support); research and capacity building. 
 
g. Expected results and deliverables: ADB’s assistance will generate the following benefits:  (i) presence of 
a permanent peace accord that will ensure the security, peace and development and will eliminate conflict in 
many areas in Mindanao; (ii) improved living environment for CACs derived from reconstruction and 
development support; (iii) enhanced cooperation among development partners and stakeholders in delivering 
and implementing development assistance; and, (iv) improved capacities of various stakeholders in Mindanao. 
The target number of beneficiaries within the conflict-affected areas will be further defined. 

 
 d. Social or environmental issues or concerns: The project will address the social and environmental 

issues in the conflict-affected areas in Mindanao. 
 
 e. Plans for disseminating results/deliverables: To be determined 
 
 
8. Proposed executing agencies: ADB; World Bank through the MTF 
       
       Proposed implementing agencies: Department of Finance, Office of the Presidential Adviser on the Peace 
Process, Mindanao Economic Development Council, BDA (MILF), LGUs, CBOs and NGOs in CACs.  

 
 
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:  

Especially under the envisaged MTF, the project will adopt a participatory process approach by which extensive 
consultations will be conducted with various stakeholders on each of the interventions. The CACs and other 
stakeholders will be involved in identifying specific needs, planning, implementing and monitoring development 
assistance. 

9. Timetable for assistance design, processing, and implementation 

 a. Year included in CSP, CSP update, SCSP, SCSP update, or interregional work plan: 2004/05 

 
 b. Expected date of submission for approval 
   Lending:  
   Nonlending (project preparatory):   
   Nonlending (other than project preparatory): 2005 

 c. Period and duration of assistance 
   Nonlending: 2006-2008 (3 years) 
 
10. Financing Plan (Indicate possible financing sources and amount of assistance, cost estimates, and financing 
arrangements) 

a For lending



 

   Ordinary capital resources 

   Asian Development Fund: 
   Other: ADB administrative budget  
 

If co-financing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing): 

 b. For nonlending 
   No resources required, other than ADB staff 
   ADB's administrative budget: $ 3 million  
   Grant TA funds 

  Other (specify, e.g., bilateral and multilateral trust funds): GEF financing for project processing 

If cofinancing is required indicate sources, and amount sought: 
If known, provide cost estimates and financing arrangements. (e.g., total cost, ADB financing, other financing, and 
government financing):  
 
ADB = Asian Development Bank, CSP = country strategy and program. 
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Appendix 7 

 
DEVELOPMENT PARTNER COORDINATION MATRIX 

 
 

Sector/Thematic 
Area 

ADB Ongoing 
Activities  

Other Development Partners’ Ongoing Activities 

Agriculture and Rural 
Development 

Helps the Government modernize agriculture 
and accelerate rural development by 
supporting: 

 
• Agrarian reform communities 

development; 
• Irrigation systems improvement;   
• Upland agriculture productivity; 
• Rural infrastructure development; and,  
• Rural microfinance. 
 

AusAid: Helps improve key livelihood areas of rural income. 
Belgium: Supports agrarian reform communities. 
CIDA: Supports sustainable agricultural enterprises development, through private sector 
participation. 
DANIDA: Supports agri-industry. 
EC: Supports area-based, sustainable rural development and agrarian reform. 
GTZ: Supports land reform and rural development.  
IFAD: Supports community-based agricultural resource management, rural micro-enterprise, 
livestock development, and irrigation. 
JBIC: Supports agrarian reform, irrigation, and rural roads. 
JICA: Funds agricultural research, development and extension network, rural infrastructure 
development and system management, and supports agrarian reform communities. 
Netherlands: Supports agrarian reform and sustainable agriculture. 
Spain: Helps ensure food security, supports microfinance, aquaculture and agroforestry, rural 
livelihood and irrigation. 
USAID: Supports grains sector development and microfinance facilitation. 
UNDP: Promotes asset reform, indigenous communities and microfinance. 
WB: Promotes priority policy and market reforms in agriculture, rural credit, agrarian reform and land 
administration. 
 

Environment  
 
 
 
 
 
 
Natural Resources 
Management 

Supports environmental management by 
improving the environmental quality of urban 
centers. Also continues to support 
improvements in managing solid and medical 
waste. 
 
 
Helps in the protection and management of 
natural resources by:  
• Supporting the use of a community-based, 

demand-driven participatory approach to 
prevent deforestation and degradation of 
forestland; 

• Promoting sustainable and integrated 
management of coastal resources and 
related ecosystems. 

CIDA:  Supports watershed, lowland and coastal resources management. 
DANIDA: Supports waste water treatment. 
GTZ: Supports environmental policy, protection and sustainable use of natural resources like coastal 
resources, fisheries, forestry, eco-industrial processing zone and watershed. 
JBIC:  Funds air quality improvement programs (in partnership with ADB); and supports community 
based forestry management, fisheries and coastal resources management. 
JICA: Provides environmental management capacity building; supports mining, pollution prevention, 
solid waste management, and forest conservation. 
KfW: Finances SME investments in pollution reduction, including improvement in occupational health 
and safety, waste minimization and clean technology in industrial processes; will support community-
based forestry management. 
Netherlands: Supports biodiversity conservation, watershed and natural resources management and 
climate change. 
NZAID:  Supports natural resource management at the community level including ecotourism and 
coastal resources. 

Spain:  Supports up-hill agriculture and eco-tourism, water and soil waste management. 
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Sector/Thematic 

Area 

ADB Ongoing 
Activities  

Other Development Partners’ Ongoing Activities 

SIDA: Helps in ensuring sustainable use of natural resources, biological diversity conservation, waste 
management, and air and water pollution management. 
USAID: Environmental waste management, strengthening air quality standards, forests and coastal 
resources management. 
UNDP: Helps in the strengthening, rationalization and implementation of environment and natural 
resources policies, frameworks and plans; supports in streamlining environment and natural 
resources services, strengthening sustainable development planning and implementation capacity. 
WB: Supports community-based resource management, coastal marine biodiversity conservation, 
river basin management, Laguna de Bay institutional strengthening and community participation; and 
conducts Country Environmental Analysis. 
 

Energy  Supports in implementing the full restructuring 
and privatization of the power sector as 
prescribed in the Electric Power Industry 
Reform Act (EPIRA), in order to create 
competitive power and support economic 
development with affordable electricity tariffs.  
Also supports the following activities: 
• Promoting good governance in the 

restructured power sector; 
• Priority power transmission reinforcement; 
• Institutional strengthening on natural gas 

industry development; and, 
• Pilot rehabilitation of renewable energy for 

rural electrification and livelihood 
development. 

 

DANIDA: Promotes renewable energy 
JBIC: Funds electric power development, natural gas infrastructure, renewable energy (wind, 
geothermal), and transmission. 
JICA: Supports sustainable energy resources development and rural electrification. 
KfW: Supports special program for renewable energy. 
SIDA: Helps in energy conservation; promotes infrastructure projects in the energy sector. 
Spain: Promotes renewable energy. 
USDOE: Supports power sector restructuring and privatization and promotes renewable energy for 
rural electrification. 
WB: Supports reforms and priority investments to improve rural electrification in partnership with 
private sector; and promotes renewable energy where cost effective. 
 
 

Transport Assists in the formulation of policy frameworks 
and provide financing for the development of 
secondary national roads, provincial roads, 
and intermodal transport (ports and airports), 
with the overall objective of improving access 
to/in the Southern Philippines. 
 

DANIDA: Supports the construction of sea ports and airports. 
JBIC: Transportation and road traffic infrastructure development such as mass rail transit, highways, 
seaports and airports. 
JICA: Improvement of the national road network and rural roads; establishment of the national 
aviation network, port facilities and sea transportation network development; maritime traffic safety; 
and, traffic alleviation in Metro Manila. 
Korea (ECDF): Supports airports and railways. 
Kuwait Fund: Support to the transportation sector. 
Saudi Fund: Support to infrastructure development in the Southern regions. 
WB: Institutional reforms and development/maintenance of the road sector; urban transport in Metro 
Manila. 
Spain: Supports the establishment of mass transport, air and maritime safety, airport and seaport 
maintenance and improvement. 
SIDA: Assists in the establishment of infrastructure projects in the transportation sector. 
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Sector/Thematic 

Area 

ADB Ongoing 
Activities  

Other Development Partners’ Ongoing Activities 

 
Water Supply and 
Sanitation, Housing, 
and Urban 
Development 

Supports the preparation of water supply, 
sanitation, housing, and urban development 
projects through public and private sector 
infrastructure investments including: 
• Urban and rural water supply and 

sanitation 
• Solid waste management; 
• Housing for the poor; 
• Public facilities for livelihood development; 

and,  
• Urban environment (air and water quality) 

improvement. 
 
Provides assistance for development and 
capacity building of relevant institutions and 
agencies including but not limited to water 
utilities and regulatory bodies. 
 

CIDA: Helps improve access of the poor to housing, water and sanitation. 
DANIDA: Assists in the water supply and waste water treatment. 
GTZ: Supports provision of drinking water, water management, sanitation and waste management, 
and institutionalization of water districts. 
JBIC: Supports flood control, water supply, solid waste management. 
JICA: Supports improvement of rural water supply system, water resources development and 
management, urban development policy, and low-income housing development. 
KfW: Supports rural water supply, water districts, drinking water, and solid waste management. 
Spain: Helps in urban development planning, and urban and rural water supply. 
WB: Assists water utilities; mobilizes private resources for water and sanitation; improves urban 
environment by investing in drainage, wastewater treatment, solid waste and air pollution reduction; 
helps build financial and institutional capacity of Local Government Units (LGUs); supports 
community infrastructure upgrading, and developing national urban strategy. 
 

Education  Strengthens policy reforms, builds capacity 
and provides quality improvement in basic 
education, higher education and skills training. 

 
 

AusAID: Supports basic education, technical education and skills development, and human 
resources development through overseas study scholarships  
GTZ: Supports dual training and education. 
JBIC: Helps in improving quality and access to primary and secondary education; provides 
cofinancing for ADB and WB secondary and elementary education projects. 
JICA: Helps in improving primary and secondary education; supports physical infrastructure 
development such as school buildings, classrooms and teaching equipment; supports science and 
mathematics education; and, provides teaching materials/equipment. 
KfW: Supports dual training and education and maritime education. 
Korea:  Supports manpower training. 
NZAID: Provides Post Graduate Study Awards and short term training in New Zealand (including 
secondments and study tours, potentially in-country and regional study/training. 
Spain: Supports vocational training, and heritage conservation training. 
UNDP: Supports sustainable human development. 
WB: Supports basic education, non-formal education, early childhood development, and out-of-
school youth; prepares education policy notes. 
 

Health Helps improve the provision of primary 
healthcare , including maternal and child 
healthcare; and supports the reforms and 
activities espoused in the Philippines’ health 
sector reform agenda, particularly local health 

AusAID: Provides capacity building for effective health service delivery at the local level. 
CIDA: Helps ensure access of the poor to health and nutrition services like nationwide tuberculosis 
eradication program, maternal and child health in the Autonomous Region in Muslim Mindanao 
(ARMM), health insurance through cooperatives, provision of relief and rehabilitation for evacuees in 
Mindanao, and improved reproductive health care programs and services. 
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Sector/Thematic 

Area 

ADB Ongoing 
Activities  

Other Development Partners’ Ongoing Activities 

systems development. 
 

EC: Supports reproductive health and population management programs. 
GTZ: Supports family and reproductive health, social health insurance, pharmaceutical, and local 
health systems development. 
JICA: Supports health and medical care administration, rural health promotion, and infectious 
disease control. 
KfW: Supports immunization programs, social marketing, family planning and HIV/AIDS prevention; 
provides cold chain equipment, hospital equipment, and essential drugs. 
Netherlands: Supports nutrition planning. 
Spain: Supports the health sector reform, upgrading of health facilities, National Tuberculosis 
Program and Manila Eye Hospital.  
UNAIDS: Supports HIV/AIDS prevention. 
UNFPA:  Supports family planning and reproductive health. 
UNICEF: Supports in providing health nutrition for women and children. 
USAID:  Supports family planning and tuberculosis control and expands the role of the private sector 
to support these services. 
UNDP: Supports community-based approaches to HIV prevention. 
WB: Supports the health sector reform agenda, early childhood development, women’s health; and, 
conducts study of private provision of health services. 
WHO: Supports an overall health policy and a wide range of field interventions such as reproductive 
health, child health, etc. 

Private Sector and 
SME Development  

Supports private sector development by: 
 
• Increasing the private sector’s 

participation and competitiveness; 
• Improving the policy environment in which 

the private sector operates; and,  
• Enhancing infrastructure support. 
 
Also continues to promote development of 
Small and Medium Enterprises (SMEs) as part 
of its private sector strategy. 
 

CIDA: Helps in building private sector capacity to create jobs, primarily by small and medium 
enterprises and cooperatives. 
EC: Promotes trade and investment of Filipino/European businessmen/companies. 
GTZ: Supports private sector development, SME development and industry training. 
JICA: Supports SME development. 
KfW: Provides financing for micro, small and medium enterprises. 
USAID: Helps in improving competition policies in infrastructure; supports SME development. 
WB: Helps in strengthening the business environment, improving domestic mobilization of long-term 
resources and, improving the infrastructure; supports SME development; conducts study on private-
public partnership to meet infrastructure needs. 
 

Governance and 
Finance 
 
 

Provides advisory and capacity building 
assistance to national and local governments 
in order to ensure that operations are 
implemented with high degree of transparency 
and accountability. Will support the following 
activities: 
 
• Strengthening of official development 

assistance monitoring and facilitation;  

AusAid: Supports corporate governance reform, specifically reform of the Philippine Stock Exchange; 
public financial management, trade, policy and decentralization through capacity building for LGUs. 
CIDA: Promotes effective, transparent and accountable governance through national and local 
capacity building, support for the judiciary, and fighting corruption. 
EC: Promotes good governance and transparency in the management of public affairs; and focuses 
on efforts to create a business-friendly environment of law, tax and public policy. 
GTZ: Supports Institutional strengthening of national agencies and LGUs. 
JICA: Enhances economic management capabilities, focusing on customs administration; provides 
capacity building for central and local government administration; and supports improvement in 
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Sector/Thematic 

Area 

ADB Ongoing 
Activities  

Other Development Partners’ Ongoing Activities 

•  Development of local government 
financing mechanisms for development 
expenditures;   

• Promoting good local governance in 
ARMM; and, 

• Setting up of local productivity and 
performance measurement system. 

 
Supports the development of the 
financial/capital market, particularly the non-
bank financial sector by: 
 
• Enhancing market efficiency; 
• Strengthening governance (e.g. anti-

money laundering support); and,  
• Addressing weak and fragmented 

regulatory and supervisory framework for 
the non-bank sector. 

 

police function. 
Netherlands: Assists in local government planning and child justice system. 
NZAID: Supports activities that enhance quality and sustainability of governance; currently providing 
support for GOP’s Programme on Rationalizing and Improving Public Service Delivery; supports 
public sector reform and LGU capacity building. 
SIDA: promotes good governance. 
Spain: Supports trade unions. 
USAID: Assists in combating money laundering and corruption in government; supports reforms in 
the financial and fiscal sectors, trade, savings and securities, and openness and competition. 
UNDP: Supports public sector reform; strengthens citizenship and citizen’s oversight in governance; 
supports the mainstreaming of human rights, and gender and globalization concerns in governance; 
assists in poverty monitoring and coordination of anti-poverty programs. 
WB: Supports the strengthening of public finance/expenditure, procurement and financial 
management; provides LGU capacity building; supports judicial reform and civil service reform. 
 

Gender and 
Development  

Promotes gender concerns in most loan and 
TA operations and will build projects with 
special design features and strategies to 
facilitate and ensure women’s involvement and 
access to program/project benefits.   

AusAID: Aids in participatory monitoring of gender projects. 
CIDA: Supports NCRFW and Global Environment Facility (GEF) and microfinance services for rural 
women. 
EU: Helps in fostering gender equality. 
JICA: Supports social and economic empowerment of women. 
NZAID: Supports the Department of Social Welfare and Development’s National Family Violence 
Prevention Programme; ensures that gender considerations are built in for all projects. 
SIDA: Advocates human rights and democracy. 
UNICEF: Helps in the prevention of violence against women; supports girl child education, health and 
nutrition, and protection. 
UNIFEM: Supports the expansion of gender and development budget. 
WB:  Assists women’s health programs; ensures gender dimension in projects; and conducts study 
on gender issues in Mindanao. 
 

Sources: 2002 and 2003 Consultative Group (CG) Meeting donors’ statements, donors’ websites, and country assistance strategies/programs. 
 

Acronyms: AusAid-Australian Agency for International Development; CIDA-Canadian International Development Agency; EC-European Commission; DANIDA-Danish 
International Development Agency; ECDF- Economic Development Cooperation Fund; GTZ-German Technical Cooperation; IFAD-International Organization for 
Agricultural Development; JBIC-Japan Bank for International Cooperation; JICA-Japan International Cooperation Agency; KfW-German Financial Cooperation; NZAID-
New Zealand Agency for International Development; SIDA-Swedish International Development Agency; UNAIDS- Joint United Nations Programme on HIV/AIDS; UNFPA- 
United Nations Population Fund; UNICEF-United Nations Children’s Fund; UNIFEM-United Nations Development Fund for Women; UNDP-United Nations Development 
Programme; USDOE-United States Department of Energy; USAID-United States Agency for International Development; WB-World Bank. 
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 Appendix 8 
 

CSP RESULTS FRAMEWORK 
 
BASELINE DATA REFERENCE TABLE 
 

Selected Fiscal Indicators  
 

Indicator Php Billion % of GDP Source 
GDP, current prices, 2004 4,843  
Revenues, 2004 698.3 14.4 
Expenditures, 2004 884.4 18.3 
NG Fiscal Deficit, 2004 -186.1 -3.9 
Consolidated Public Sector Deficit , 
2004 

-232.5 -4.8 

Debt service (interest + principal), 
2004 

601.7 12.4 

Net Foreign Direct Investment, 
2004 

0.57  

2004, NSCB, 
BTr, BSP 

 

FY2005 Budget (Allocation per major expenditure class)  
- as published in the 2005 National Expenditure Program (NEP) 

 
Expenditure class Amount  

(Php 
Thousand) 

% of Total Source 
 

Current Operating Expenditure  835,527,343 92.1 
     Personal Services 289,250,112 31.9 
     MOOE 546,227,231 60.2 
     (of which, Interest payments) 301,698,631 33.2 
     (IRA)    

151,623,054 
                  16.7

Capital Outlays 64,462,383            7.1 
Net Lending    7,600,000            0.8 
TOTAL    

907,589,726 
       100.0 

 DBM 

 
International Competitiveness Rankings 

 
• Global Competitiveness Report 2004-2005 by the World Economic Forum 

ranked the Philippines 76th among 104 countries in Growth Competitiveness Index; 
70th in Business Competitiveness Index 

 
• IMD’s 2004 World Competitiveness Scoreboard ranked the Philippines 52nd 

among 60 countries 
 
• Economic Intelligence Unit ranked the Philippines 53 out of 100 in terms of 

overall risk; and 35 out of 60 globally in terms of business risk. 
 
• Transparency International’s Corruption Perceptions Index 2004 placed the 

Philippines as 102nd of 146 countries (having the same rank with Eritrea, PNG, 
Vietnam, Uganda and Zambia). 

 
• Index of Economic Freedom 2004 prepared by Heritage Foundation and 

Wallstreet Journal rated the Philippines as 74th among of 152 countries. 
 
 
i Actions that need to be done by Government to merit support from ADB 
iii Activities and resources (policy support, project lending) to be provided by ADB in case significant progress on 
Government o outcomes is observed (using some benchmarks) 
iii Physical and tangible goods or services, or policies produced by undertaking the activities   
iv Outcomes to be achieved by both Government and ADB through their combined efforts/activities 
v Desired positive effects of the outcomes to the country 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

Program Loans 
Priority #1:  Microfinance Development  

 
ACTION  

Actions to 
improve the fiscal 
outlook56 
 
 

• Provide 
financing and 
technical 
assistance  to 
support 
Government in 
pursuing 
reforms to 
ensure access 
to efficient, 
sustainable 
microfinance 
services for 
microenterprises 
and a majority of 
poor and low-
income 
households at 
competitive 
prices. 

 
 
(Of the 26.5 
million poor in the 
Philippines, less 
than one third are 
considered to 
have access to 
microfinance 
services.) 
 

Provide policy support 
and technical 
assistance to 
Government to – 
 
• Address regulatory 

or systemic issues 
that are hampering 
the poor’s access to 
microfinance 
services 

• Mobilize savings 
through (i) increased 
outreach and access 
to savings services; 
(ii) innovative 
savings programs; 
and (iii) remittances  

• Improve efficiencies 
in the retail delivery 
of microfinance 
services  

• Strengthen the 
sector’s legal and 
regulatory framework 
for increased 
transparency and 
governance  

• Increase private 
sector participation 
for sustainable 
microfinance 
operations at 
competitive prices.  

• Launch national 
financial literacy and 
education program  

• Create a more 
efficient and 
competitive, 
sustainable 
microfinance sector 
with greater outreach 
to poor and low-
income families. 

• Mobilize savings  
• Increase poor’s 

financial knowledge 
and skills       

• Increase capacity of 
poor to develop 
income-generating 
activities and 
businesses 

 
  
 

• Achieve a 
financially 
sustainable, 
efficient and 
competitive 
microfinance 
sector with 
increased 
transparency and 
governance 

• Increase savings 
and remittances 
through MFIs 

• Increase income 
generating 
activities and 
businesses  

• Increase 
contribution of the 
microfinance 
sector to 
economic growth 
and development  
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

Indicators/ 
Targets 

• Projected 
NGFD-GDP 
ratio reduced 
by 0.7% 

• Revenue-
expenditure 
ratio increased 
by 50%. 

 

• US$150 million 
of financing 
provided to 
Government 

 
• $500,000 grant 

TA funds for 
accompanying 
technical 
assistance 

[to be determined] 
 
 
 

Program includes: 
• Increased access 

to microfinance 
services 

• Regulatory 
framework for 
remittances to 
microfinance 
institutions (MFIs) 
completed including 
best practices for 
anti-money 
laundering via cell-
phone based 
technology.  

• Privatization of   
Philippine Postal 
Savings Bank 
(minimum 51% 
public ownership)  

• Amendments to 
Rural Bank Act 
1992 to allow 
foreign ownership 
in rural banks 
prepared and 
submitted to 
Congress 

• Amendments to 
Truth in Lending 
Act prepared and 
submitted to 
Congress to include 
effective annual 
interest rates for 
increased 
disclosure and 
transparency and to 
support a robust 
and competitive 
market. 

• National micro-
savings scheme 
launched  

• National financial 
literacy and 
education program 
launched 

Indicator / target 
outcomes include: 
• Increased number of 

poor and low-income 
families and 
microenterprises have 
access to efficient, 
sustainable 
microfinance services 
at competitive prices 

• Increased savings and 
investment 

• Increased number of 
income generating 
activities or 
businesses and/or 
increased employment 
by existing income 
generating activities 
and businesses 

• Increased private 
participation in the 
sector for more robust 
competitive market 

• Increased financial 
literacy among the 
poor 

 

• Savings to GDP 
increased 

• Fiscal deficit 
reduced 

• Net FDI 
increased  

• Global 
competitive index 
rankings 
improved 

 
 
 

BASELINE • 2004 NGFD-
GDP ratio  

• 2004 Revenue-
expenditure 
ratio 

• 2004 Savings to 
GDP ratio 

 
 (See baseline 

reference table) 
 
 
 

• Loan under 
processing 

  • Fiscal Deficit  
• FDI 
• International 

competitive 
rankings  

 
• (See baseline 

reference table) 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

Priority #2:  Power Sector Development (including guarantees) 
 

ACTION  
Actions to 
improve the fiscal 
outlook57 
 
• Commence 

privatizing NPC 
generation and 
transmission 
assets  

• Increase power 
tariffs 

• Commence 
absorption of 
P200 billion of 
NPC debt 

• Provide 
financing to 
support 
Government in 
pursuing 
reforms to 
promote good 
governance, 
strengthen the 
regulatory 
framework of 
the power sector 
and ensure 
healthy market 
competition  

 

Provide policy support 
to Government to – 
 
• Restore financial 

viability to the power 
sector  

• Improve the sector’s 
regulatory framework 
and performance  

• Restructure the 
market toward 
competition 

• Increase private 
participation in 
power generation 
and transmission  

• Inform and protect 
consumers  

 

• Complete the 
restructuring of the 
power sector in line 
with the EPIRA 

• Implement a 
strengthened 
regulatory framework 
for the power sector 

• Operate under 
healthy market 
competition among 
private sector players 

• Reduce contribution 
of NPC to CPSD 

• Proceeds of 
privatization pay 
down debt  

 

• Achieve a 
financially 
sustainable, 
efficient and 
secure power 
supply that 
arrests the drain 
on the 
Government’s 
finances and 
minimizes the 
risks of power 
shortages 

• Improve investor 
perceptions 

 
 

Indicators/ 
Targets 

• Projected 
NGFD-GDP 
ratio reduced 
by 0.7% 

• Revenue-
expenditure 
ratio increased 
by 50%. 

• 20% of NPC 
assets privatized  

• Increased 
revenues by 25% 
through power 
rates increase 

• At least P100 
billion of NPC 
debt absorbed  

 

• US$ 450 million 
of financing 
provided to 
Government  

 
 

• Break-even 
achieved in NPC’s 
operations  

• Debt service 
coverage ratio of at 
least 1.0 achieved 
in PSALM’s 
operations 

• Regulatory 
framework for 
wholesale and retail 
competition 
completed  

• WESM operations 
started in Luzon 
with at least 10% of 
total sales 

• Competition at 
retail level started 
for consumers with 
loads of 1MW or 
more 

• Significant part of 
eligible NPC’s 
generation assets 
(at least 30 sold)  

• TRANSCO 
concession 
awarded  

• Government financial 
support to NPC 
(currently exceeding 
P100 billion per year) 
reduced to only 
subsidies required for 
power supply on small 
islands not connected 
to the three main grids 
(SPUG). 

• Wholesale electricity 
prices reduced by 
about 25% from their 
2005 levels 

• Public confidence in 
ERC’s impartiality and 
competence 
established 

• WESM operations 
expanded 
geographically to 
national coverage  

• All NPC’s eligible 
generation assets sold 
by end-2007 

 

• Affordable and 
competitive 
electricity pricing 

• Fiscal deficit 
reduced 

• CPSD-GDP ratio 
declines by 10% 
per year 

• Net FDI 
increased  

• Global 
competitive index 
rankings 
improved 

 
 
 

BASELINE • 2004 NGFD-
GDP ratio  

• 2004 Revenue-
expenditure 
ratio 

• 2004 CPSD-
GDP ratio 

• 2004 Debt 
service- 
expenditure 
ratio 

•  Loan under 
processing 

 • Government financial 
support to NPC 
currently exceeds 
P100 billion per year 

• Fiscal Deficit  
• FDI 
• International 

competitive 
rankings  

 
• (See baseline 

reference table) 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

• 2005 NG 
budget 
allocation (%) 
per expenditure 
class 
(See baseline 

reference table) 
 

Priority #3:  Financial Market regulation and Intermediation  

ACTION  
Actions to 
improve the fiscal 
outlook* 

 

• Provide 
financing and 
technical 
assistance  to 
support 
Government in 
improving 
financial 
market 
regulation and 
intermediation   

• Enhance financial 
sector governance 

• Stabilize and lower 
the inflation and 
interest rate 
environments to 
promote financial 
market 
development  

• Promote overall 
market efficiency 
through price 
formation efficiency 
as well as through 
allocative and 
operational 
efficiency  

• Promote liquidity in 
primary and 
secondary financial 
markets, most 
notably in debt 
markets 

• Reduce financial 
risk through 
payment system 
improvements, ris-
based approaches 
to capital adequacy 
and supervision, 
credit information 
systems and 
enhanced credit 
management 

 

• Create a more 
diversified and 
resilient financial 
sector with improved 
governance, 
enhanced price 
discovery, increased 
intermediation 
efficiency, and 
reduced transaction 
costs. 

  

• Increase the 
contribution of the 
financial sector to 
economic growth 
and development  

• Improve 
consumer and 
investor 
confidence  

 

Indicators/ 
Targets 

• Projected 
NGFD-GDP 
ratio reduced 
by 0.7% 

• Revenue-
expenditure 
ratio increased 
by 50%. 

 

• US $300 
million 
financing  
provided 

 

   

BASELINE 

 

• 2004 NGFD-
GDP ratio  

• 2004 Revenue-
expenditure 
ratio 

 
(See baseline 

• Loan under 
processing 

 

  • Fiscal Deficit  
• FDI 
• International 

competitive 
rankings  

 
(See baseline 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

reference table) reference table) 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

Priority # 4: Local Government Financing and Budget Support SDP 
 

ACTION  
Actions to 
improve the fiscal 
outlook* 
 
• Enforce the 

revised Local 
Government 
Code 

• Operationalize 
the Municipal 
Fund 
Corporation 

• Provide 
financing to 
support 
Government in 
improving LGU 
capacity to 
provide for the 
general welfare 
of constituent 
communities  

• Establish clear 
policies on the 
following issues: a) 
devolution of 
functions; b) 
development 
planning, 
expenditure and 
debt management; 
c) resource 
mobilization and 
management; and 
d) accountability  

•   Support the 
implementation of 
LGUs’ SDP related 
reforms 

• Provide capacity 
building for 
participating LGUs 
and selected 
National 
Government 
agencies. 

 

• Improve transparency 
and accountability 
with respect to 
devolved functions, 
authorities, and 
financial 
responsibilities 

• Improve program and 
project development 
planning, and 
expenditure and debt 
management 

• Strengthen LGU 
resource mobilization 
and management 

• Enhance LGU 
accountability  

• Lessen NG’s 
fiscal burden 
brought about by 
inefficient 
allocation and 
utilization of 
transfers to LGUs 

• Strengthen 
Public-Private 
Partnerships 
(PPP); create 
enabling 
environment for 
PSP; improve 
investment 
climate and rule 
of law 

• Improve 
institutional 
capacity  

• Improve investor 
perceptions 

 

Indicators/ 
Targets 

• Projected 
NGFD-GDP 
ratio reduced 
by 0.7% 

• Revenue-
expenditure 
ratio increased 
by 50%. 

• Revised LGC 
enacted 

• MFC operational  
• Laws amended, 

if necessary 
 
 
 
 
 

• US$ 300 million 
provided for 
policy, 
investment and 
capacity building 

 

• Clear and 
transparent IRA 
rules and formula 
adopted and 
enforced 

• LGU access to 
borrowing, 
including bank 
credits and bond 
flotation improved 

• Improved 
regulatory 
framework, 
including 
amendments to 
laws if necessary 
on auditing local 
governments at all 
levels 

• Planning-budgeting 
linkage established  

• Performance-based 
targets and 
measures for 
services 
incorporated in 
local budget 
systems 

 

• Improved delivery of 
services, and poverty 
reduction in 
provinces, 
municipalities, 
especially in marginal 
communities 

• Stronger political 
representation by the 
lowest levels of 
Government 

• More transparent and 
better accountability 
by both elected and 
administrative 
officials 

• Effective and 
sustainable 
provincial-municipal 
intergovernmental 
relations 

• Ratio of LGU 
transfers/NG 
budget increased 

• Net FDI 
increased  

• Global 
competitive index 
rankings 
improved 

 

BASELINE 

 

• 2004 NGFD-
GDP ratio  

• 2004 Revenue-
expenditure 
ratio 

• Loan under 
processing 

 

  • Fiscal Deficit  
• FDI 
• International 

competitive 
rankings  
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

 
(See baseline 
reference table) 

 
(See baseline 
reference table) 
 

Priority #5:  Governance and Judicial Reform Program    
 

ACTION  
Actions to 
improve the fiscal 
outlook* 

 

• Provide 
financing to 
support reforms 
in the Judiciary 
through 
consulting 
services, 
equipment, 
training and 
project 
management 
support 

 

• Operationalize 
judicial financial 
and administrative 
autonomy  

• Strengthen judicial 
accountability 
strengthened 

• Improve 
administrative and 
financial efficiency 

• Establish system to 
sift out of the 
judicial appointment 
process unqualified 
and morally unfit 
candidates 

• Implement Medium-
term Judicial 
Training Program 

• Just and speedy 
resolution of 
disciplinary cases 
against judges and 
court personnel 

• Strengthen 
Judiciary’s 
capability to 
manage and 
sustain the judicial 
reform program 

 

• Realize the 
Judiciary’s 
independence 

• Demonstrate the 
accountability of the 
Judiciary 

• Strengthen the 
competence of the 
Judiciary 

• Improve the 
Judiciary’s 
organizational 
efficiency 

• Strengthen 
capabilities for 
effective 
management of the 
judicial reform 
program 

 

• Improve the 
governance of 
the Philippines 
public sector 

• Restore public 
trust and 
confidence in the 
judicial system 

• Achieve speedy, 
fair, and impartial 
justice 

• Improve investor 
perceptions 

•  

Indicators/ 
Targets 

• Projected 
NGFD-GDP 
ratio reduced 
by 0.7% 

• Revenue-
expenditure 
ratio increased 
by 50%. 

 

• US$ 300 million 
of financing 
provided to the 
Judiciary 

 
 

• Detailed 
prioritization and 
allocation of its 
annual budget 
operational  

• Financial and 
administrative 
operational 
decision –making 
transferred to the 
pilot decentralized 
units  

• Background 
investigation 
procedures 
operational 

• All judges trained 
• Increase in the 

speed of case 
processing  

• Project 
management 
methodology to 
support nationwide 

• Budgeting and 
accounting 
procedures and 
mechanisms for the 
Judiciary operational 

• Reduced number of 
decisions on appeal 
reversed by higher 
court due to 
deficiencies in the 
application of law 

• Reduced response 
time for the provision 
of financial and 
administrative 
services to the courts 

• Change management 
strategy operational  

 

• Foreign and 
domestic investor 
confidence 
improved 

• General public 
trust and 
confidence 
improved  

• Net FDI 
increased  

• Global 
competitive index 
rankings 
improved 
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 Government 
Initial Actions i 

ADB Inputs ii Outputs iii Outcomes iv 
 

Impacts v 
 

implementation in 
place 

 
BASELINE 

 
 
 
 

• 2004 NGFD-
GDP ratio  

• 2004 Revenue-
expenditure 
ratio 

 
• (See baseline 

reference 
table) 

• Loan under 
processing  

 
 

  • Fiscal Deficit  
• FDI 
• International 

competitive 
rankings  

 
(See baseline 
reference table) 
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 Government Initial 
Actions 

ADB Inputs  Outputs Outcomes 
 

Impacts 
 

Sector and Project Loans 
Priority #6:  SME Development Support   

 
Action • Confirm financial 

capacity of 
agency to 
undertake the 
project such that 
there will be no 
negative effect on 
CPSD - 
confirmed 

• DOF to assure 
that a 
Government 
guarantee will be 
issued for the 
loan to SB 
Corporation 

• Meet other 
project readiness 
criteria58 

 

• Provide a  credit 
line to SB 
Corporation for 
relending to 
participating PFIS 
and  onlending to 
SMEs 

• Provide a partial 
credit guarantee to 
selected private 
financial institutions 
(PFIs) for 
expanding their 
SME protfolios 

• Provide a TA for 
improved credit 
underwriting and 
risk management at 
SB Corporation and 
develop a blueprint 
for a movable 
collateral registry 

• Provide a JFICT 
project to support 
development of the 
Philippine business 
registry . 

 

• Increase SME lending 
by SB Corporation and 
participating financial 
institutions under the 
credit line 

• Increase SME lending  
under the PCG 

• Strengthen SB 
Corporations’ credit 
assessment and 
management practices 

• Implement Phase One 
and Two of the 
Philippine Business 
Registry 

• Produce simplified SME 
registration and annual 
licensing processes 

• Develop a blueprint for a 
movables collateral 
registry 

 
 

• Increase formal 
employment in the 
SME sector 

• Increase SMEs’ 
share in Value 
Added 

 

• Improve SMEs’ 
contribution to 
economic 
growth and 
employment   
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 Government Initial 
Actions 

ADB Inputs  Outputs Outcomes 
 

Impacts 
 

Indicators 
Targets 

• DOF issued letter 
confirming that 
the loan to SB 
Corporation will 
be guaranteed by 
the Philippine 
Government  

• Readiness 
conditions 
satisfied prior to 
loan negotiations  

 

• US$ 25 million 
credit line provided 
to SB Corp 

• US$ 20 million PCG 
provided by ADB 
PSOD 

• US$ 500,000 TA 
provided to SB 
Corp and DTI 

• US$ 1 million JFIT 
provided through 
DTI 

 

• Increased number of 
new loans, size of 
loans, number of SME 
borrowers at SB Corp 
and PFIS 

• Revised credit 
underwriting and risk 
management processes 

• Necessary hardware 
and software procured 
and installed, or 
upgraded at 
participating 
government agencies 

• Electronic interfaces 
developed and 
operationalized among 
participating 
government agencies 

• Data flow between the 
government agencies 
linked under Phase 
One and Two of the 
Philippine business 
registry 

• Streamlined and 
standardized 
requirements, 
documents and forms 
available online and 
reduced processing 
time 

• Blueprint and a 
roadmap for 
implementation 

 

• Increased number 
of SME’s share in 6 
million jobs created 
by Government by 
2010 

• Increased value 
added from 32% in 
2002 to 48% in 
2010 

 

• Increased 
number of 
SME’s share in 
total job 
creation  

 

Baseline 

 
 
 

• Readiness 
conditions 
satisfied  

• Loan and TAs 
under processing  

• SB Corp has provided 
P2.544 billion in loans 
as of 2004 

• SME’s account for 
30% of country’s 
total employment in 
2001 (NSO) 

• SME’s contributed 
32% of value added 
in 2002 (NSO) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• SME’s account 
for 30% of 
country’s total 
employment in 
2001 (NSO) 
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Priority #7:  Metro Manila Urban Services for the Poor  

 
Action • Confirm financial 

capacity of LGUs 
to undertake the 
project such that 
there will be no 
negative effect on 
CPSD 

• Meet other 
project readiness 
criteria 

 

• Provide GFI-
channeled 
financing to 
support LGUs 
urban upgrading 
and slum 
eradication projects 
in Metro Manila. 

 
 

• Establish delivery 
mechanisms for shelter 
programs for the urban 
poor 

• Implement 
comprehensive shelter 
and urban renewal and 
regeneration programs 
in the participating 
LGUs 

• Establish project-based 
GIS for rapid land-use 
assessments and 
longer term urban 
planning, urban 
upgrading, and 
renewal activities 

• Review and assess 
and appropriate value-
capture approaches 
such as tax increment 
financing to revitalize 
blighted areas 

 

• Improve the 
efficiency and 
effectiveness of 
shelter delivery to 
the poor 

• Improve the 
targeting of 
government 
resources to the 
urban poor 

• Unblock the urban 
land market 

• Strengthen LGUs’ 
capability of 
promoting urban 
renewal and 
regeneration and 
providing critical 
municipal 
infrastructure 
through innovative 
mechanisms 

• Reduce urban 
poverty and 
improve 
quality of life 
for low-income 
communities in 
Metro Manila 

• Achieve a 
significant 
improvement 
in the lives of 
at least 100 
million slum 
dwellers by 
2020 (Target 
12, MDG7) 

• Address the 
problem of 
asset and land 
management 

Indicators
/ 

Targets 

• LGU counterpart 
for the project 
ready prior to 
loan negotiations 

• Readiness 
conditions 
satisfied prior to 
loan negotiations  

 

• Around US$80 
million provided to 
initiate a phased, 
multi-year slum 
eradication and 
upgrading program 

• Improved database on 
land use, vacant land 
inventories, poverty 
mapping, and municipal 
infrastructure planning 

• Increase in the number 
of shelter units 

• Institutional 
development action 
plan developed and 
implemented 

• Reduced number 
of urban squatters; 
and better quality 
of shelter  

• Better access of 
the urban poor to 
shelter and urban 
services 

• LGU-level shelter 
programs targeted 
for the poor 
operationalized 

• Enhanced 
capabilities of 
LGUs to plan and 
implement 
socialized shelter 
programs 

 

• Improved 
socioeconomic 
indicators e.g., 
reduction in 
number of 
urban poor in 
Metro Manila; 
increase in 
number of 
urban poor 
with access to 
basic 
infrastructure 

Baseline 
 

• Budget yet to be 
provided 

• Readiness 
conditions being 
worked out  

 
 
 
 
 
 
 
 
 

• Loan and TAs 
under processing  
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Priority #8:  Angat Water Utilization and Aqueduct Improvement (including guarantee operations) 

 
Action • Confirm financial 

capacity of 
agency to 
undertake the 
project such that 
there will be no 
negative effect on 
CPSD 

• Meet other 
project readiness 
criteria 

 

• Provide financing 
for emergency 
repairs of the 
aqueduct as 
designed under an 
ongoing TA loan, 
including possible 
‘financial 
engineering’ to 
ensure that lending 
does not degrade 
MWSS financial 
position, and 
negatively impact 
the consolidated 
fiscal deficit 

• Complete construction 
of close to 12km new 
aqueduct (AQ6), repair 
of an existing aqueduct, 
and 
construction/extension 
of other relevant 
infrastructure such as 
pumping stations and 
treatment plants 

• Improve facilities for 
supply, treatment, and 
distribution of safe and 
potable water 

• Improve financial 
position of MWSS, 
including long-term 
prospects 

 
 

• Improve quality 
and sustainable 
water supply to 
Metro Manila 

• Successful ADB-
MWSS partnership 
to create 
demonstration 
effect encouraging 
other PPP/PSP.  

 

• Improve living 
and heath 
conditions of 
Metro Manila 
population, 
especially the 
poor through 
safe water 
supply and 
expanded 
service area 

• Contribute to 
improvement 
of investment 
climate 

• Address 
infrastructure 
needs 

Indicators
/ 

Targets 

• MWSS is 
financially able to 
support the 
Project, without 
resorting to NG 
allocations. 

 
•  Readiness 

conditions 
satisfied prior to 
loan negotiations  

 
 

• Around US$ 65 
million provided for 
infrastructure  

• Completed 
feasibility study, 
detailed design, 
and tender 
documents for the 
Project 

• Due diligence 
report on MWSS 
financial position to 
absorb the loan 

 

• Completed facilities 
• Improved financial 

statements 

• Results of surveys 
on socioeconomic 
and health 
indicators for Metro 
Manila people 
favorable 

• Number of service 
connections 
increased 

• Improved 
socioeconomic 
and health 
indicators, 
such as 
reduction in 
incidence of 
water-borne 
related 
diseases; 
increase in 
number of 
people with 
access to safe 
water, among 
others 

 
Baseline 

 
• Budget yet to be 

provided 
• Readiness 

conditions being 
worked out  

 

• Loan and TAs 
under processing  

• Existing AQ5 which 
carries about 2,000 
million liters per day 
(MLD) is in need of 
repair; there is an 
urgent need to 
construct a new 
aqueduct. 

 

• Regular media 
reports of no or 
interrupted water 
supply in several 
areas in Metro 
Manila; noted 
recent  incidents of 
typhoid fever due 
to contaminated 
water in Pasay City  

• MWSS service are 
connections as of 
31 Dec 2003 – 
982,731 (official), 
1,127,070 total 
including bulk-
metered 
connections 

 

• 86% of total 
population has 
access to 
improved 
water source 
(UN, 2000) 
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Priority #9:  Integrated Coastal Resources Management  

 
Action • Confirm financial 

capacity of 
agency to 
undertake the 
project such that 
there will be no 
negative effect on 
CPSD 

• Meet other 
project readiness 
criteria 

 

• Provide financing 
support for 
resource 
management, 
capacity building 
and other activities 
that will improve 
management of 
coastal resources in 
selected areas 

 

• Rationalize policy 
environment and legal 
framework for Integrated 
Coastal Resources 
Management (ICRM); 
improve governance  

• Institutionalize ICRM at 
the local level 

• Provide alternative and 
supplementary 
livelihood to coastal 
communities 

• Improve the health and 
social conditions in the 
coastal communities 

 

• Attain sustainable 
management of 
coastal resources 

• Improve income 
levels for the 
coastal 
communities 

 

• Enhance 
coastal 
resources 

• Reduce 
poverty in the 
coastal areas 

 

Indicators
/ 

Targets 

• Budget 
counterpart for 
the project ready 
prior to loan 
negotiations 

• Readiness 
conditions 
satisfied prior to 
loan negotiations  

 

• US$ 36 million loan 
provided to 
implement project 
activities 

 

• Increased stakeholder 
participation in major 
policy decisions; budget 
allocation for ICRM 
provided 

• Increased participation 
in the management and 
protection of mangroves 
and watersheds 

• Around 780 enterprises 
established to provide 
employment to 7,800 
people, 30% of which 
are women 

• At least 1000 
households had 
improved access to safe 
drinking water, 
sanitation facilities; 
households in 65 
barangays benefiting 
from improved social 
services. 

 

• Improved levels in 
fisheries resources 
by 10% over 
baseline; improved 
hard coral cover by 
10%; improved 
mangrove density 
in participating 
municipalities by 
25% 

• Increased real 
household incomes 
by 10%  

 

• Arrested 
depletion of 
natural 
resources and 
30% 
improvement in 
productivity 
and biophysical 
state of 
resources  

• Poverty 
incidence in 
the coastal 
areas reduced 

 

Baseline 
 

• Budget yet to be 
provided 

• Readiness 
conditions being 
worked out  

• Loan and TAs 
under processing  

• ICRM not fully 
institutionalized at the 
local level   

 
 

• Fish catch on 50 
sanctuaries; coral 
covers in 50,000 
has. reef areas;  
3,500 has. 
mangroves 

• Coastal 
households’ 
average annual 
income is P56,456. 

                    

• Marine 
biodiversity 
includes 
25,000 km2 of 
coral reefs, 
seagrass and 
algal beds; 
138,000 has. of 
mangroves; 
and productive 
fisheries that 
provide 50% 
animal protein 
consumed in 
the country 

Poverty incidence 
in the coastal 
community is 
76% (of 40 
million 
population) 
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Priority #10:  Rural Roads Development  

 
Action • Confirm budget 

availability for the 
project  

• Meet other 
project readiness 
criteria 

 

• Provide financing 
for project 
preparation and 
detailed 
engineering of 
selected rural roads 

• Provide financing to 
undertake civil 
works and 
technology transfer  

 

• Complete civil works for 
the improvement of 100 
km of provincial roads 
and riding quality 
improvement of 400 km 
of connecting roads in 
initial 3 focal LGUs; and 
1000 km of provincial 
roads in remaining focal 
LGUs 

• Provide consulting 
services and 
technology transfer 

 
 
 

• Reduce transport 
costs on rural 
roads 

• Encourage better 
transport services 
for agriculture and 
commercial 
enterprises and 
individuals to 
access markets in 
districts and 
provinces 

 

• Promote 
overall 
economic 
development 
and reduce 
poverty. 

 

Indicators
/ 

Targets 

• Budget 
counterpart for 
the project ready 
prior to loan 
negotiations 

• Readiness 
conditions 
satisfied prior to 
loan negotiations  

 

• US$ 7 million TA 
loan provided for 
project preparation 
and detailed 
engineering  

• Appropriate 
financing provided 
to undertake project 
components 

• Civil works completed  
• Project staff trained in 

contract administration, 
quality control, design, 
road maintenance 
requirements, 
certification of works, 
and pavement 
management 

 

• Increased traffic 
from the current 
flow levels to the 
projected traffic 
levels 

• Reduced vehicle 
operating costs 
and reduced 
service charges for 
freight and 
passengers in the 
project area 

  

• Increased 
income and 
access to 
social services 

Baseline 
 

• Budget yet to be 
provided 

• Readiness 
conditions being 
worked out  

• Loan and TAs 
under processing  

• Rural roads require 
rehabilitation and 
maintenance 

 

• Vehicle operating 
cost (paved 
road/per car) in 
2000 is P5-P9 per 
km 
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Supplemental Appendix A. Country and Portfolio Indicators, and Assistance Pipeline 

Country Economic Indicators 
 Fiscal Year 
Item 1999 2000 2001 2002 2003 2004 
A.  Income and Growth       

 1. GDP per Capita ($, current) 1,019 981 914 965  978 1042.6 
 2. GDP Growth (%, in constant prices) a 3.4 4.4 1.8 4.3  4.7 6.1 
  Agriculture 6.5 3.4 3.7 3.8  3.8 4.9 
  Industry 0.9 4.9 (2.5) 3.6  3.8 5.3 
  Services 4.0 4.4 4.3 5.1  5.8 7.3 
       
B. Saving and Investment (current market prices) b 

(% of GNP) 

 1.  Gross Domestic Investment 17.8 19.9 17.8 16.5  15.5 15.9 
 2. Gross Domestic Savings 27.0 31.1 19.5 21.8  19.4 na 
       
C. Money and Inflation (annual % change) 

 1. Consumer Price Index c 6.6 4.4 6.1 3.1  3.1 5.5 
 2. Total Liquidity (M3) 19.3 4.6 6.8 9.5  3.3 9.2 
       
D. Government Finance (% of GDP) 

 1. Revenue and Grants 16.1 15.6 15.5 14.3  14.6 14.4 
 2. Expenditure and Onlending 19.8 19.7 19.6 19.6  19.2 18.3 

3. Overall Fiscal Surplus (Deficit) (3.8) (4.1) (4.0) (5.3) (4.6) (3.8) 
       

E. Balance of Payments       

 1. Merchandise Trade Balance (% of  
  GDP) 

6.5 5.1 (1.0) 0.5  (1.6) na 

 2. Current Account Balance (% of GDP) 9.5 8.4 1.9 5.7  4.2 na 
3. Merchandise Export ($) Growth  

  (annual % change) 
16.0 9.0 (16.2) 10.0  2.9 9.3 

4. Merchandise Import ($) Growth  
  (annual % change) 

(0.9) 14.5 (4.5) 6.2  6.3 na 

       
F. External Payments Indicators       

1. Gross Official Reserves (including  
  gold, $ billion)     

15.1 15.0 15.7 16.2  16.9 na 

           Months of  current year’s imports of                  
           goods and services) 

4.5 4.2 4.6 4.7  4.7 na 

 2. External Debt Service (% of exports of  
 goods and services) 

14.1 12.4 15.8 16.4  17.2 na 

 3. Total External Debt (% of GDP) 67.0 68.4 72.9 69.9  72.3 na 
       
G. Memorandum Items       

 1. GDP (current prices, P billion) 2976.9 3308.3 3631.5 3959.6  4299.9 4843.5 
 2. Exchange Rate (P/$, average) 39.1 44.2 51.0 51.6 54.2 56.0 
 3. Population (million) d 74.7 76.3 77.9 79.5 81.1 82.9 

GDP = gross domestic product , GNP = gross national product. 
a NSCB released a new series for 2000-2002 last September 2003. This series is still not yet linked to historical figures. To compute growth rate 

for 2000, 1999 was compared to old 2000 series. To get 2001 growth rate, 2001 was compared to the new 2000 series. 
b Source: National Economic and Development Authority; based on the definition: Savings (S) = Current Account (CA) + Investments (I). The 

CA is taken from the BOP and the I data is calculated, taking into account the investments of the NG and GOCCs.  Savings is a residual and 
is NOT exactly equal to S = GDP - Consumption from the National Income Accounts of the NSCB. 

c    Annual percentage change (period average). 
d Data are projections based on the 1980 and 1990 Census of Population and Housing (CPH) and are consistent with population figures used in 

the latest national accounts from NSCB. Census data for 2000 is 76.5 million. 1995-2003: 1995 Census based using Medium Assumption in 
the 2003 Philippine Statistical Yearbook, October 2003. 

 
 
Sources: National Economic and Development Authority; National Statistical Coordination Board. National 

Accounts of the Philippines, 2000-2003. Manila ; Bangko Sentral ng Pilipinas. Selected Philippine 
Economic Indicators. Available: http://www.bsp.gov.ph; Bureau of the Treasury. National Government 
Cash Operations.  Available: http://www.treasury.gov.ph. 

 



 137

Country Poverty and Social Indicators 
 
 Period 
Item 1990 1995 Latest Year 
A. Population Indicators    

 1. Total Population (million) a 60.7 68.6 76.5 (2000) 
 2. Annual Population Growth Rate (% change) 2.35 2.32 2.36 
    
B. Social Indicators    

 1. Total Fertility Rate (births/woman) 4.3 3.8 3.1 (2003) 
2. Maternal Mortality Rate (per 100,000 live  

births) 
209 180 200 (2000) 

3. Infant Mortality Rate (below 1 year/1,000 live  
births) 

57 49 27 (2003) 

 4. Life Expectancy at Birth (years)    
  Female 68.8 70.1 72.5 (2003) 
  Male 63.6 64.8 67.2 (2003) 
 5. Adult Literacy (%)    
  Female 91.2 93.8 92.7 (2003) 
  Male 92.2 93.2 92.5 (2003) 
 6. Primary School Gross Enrollment (%) b 111.8 

(1992-1993) 
114.0 

(1995-1996) 
100.41 

(2002-2003) 
 7. Secondary School Gross Enrollment (%) 76.0 

(1992-1993) 
77.1 

(1995-1996) 
65.66 

(2002-2003) 
 8. Child Malnutrition (% below age 5) 34.5 30.8 (1996) 28.0 (2002) 
 9. Population Below Poverty Line (International, 
  %) c 

19.7 – 14.6 (2002) 

 10. Families with Access to Safe Water (%) 73.7 (1991) 76.9 (1997) 79.0 (2001) 
 11. Population with Access to Sanitation (%) 74.0 – 73.0 (2002) 
 12. Public Education Expenditure (% of GDP) 2.9 3.3 3.0 (2003) 
 13. Human Development Index 0.713 0.731 0.753 (2002) 
  Rank 68 67 83 
 14. Gender-Related Development Index – 0.661 0.751 (2002) 
  Rank – 82 66 
    
C. Poverty Indicators    

 1. Poverty Incidenced 39.9 (1991) 28.1 (1997) 24.7 (2003) 
 2. Percent of Poor to Total Population 45.3 (1991) 33.0 (1997) 30.4 (2003) 
 3. Poverty Gap 13.0 (1991) 10.0 (1997) 10.7 (2000) 
 4. Poverty Severity Index (%) – 3.5 (1997) 3.4 (2000) 
 5. Inequality (Gini Coefficient) 0.4680 (1991) 0.4881 (1997) 0.4660 (2003) 
 6. Human Poverty Index – 17.7 15 (2002) 
  Rank – 19 28 

– = not available; GDP = gross domestic product. 
a Census years. 
b Based on 7-12 year-old population. 
c Refers to $1-a-day poverty line. 
d Poverty incidence of families (%). 
 
Sources: National Statistical Coordination Board. 2003 Philippine Statistical Yearbook. Manila; United Nations 

Development Programme. Human Development Report, various issues. New York; National Statistics 
Office. Sectoral Statistics. Available: http://www.census.gov.ph; Department of Education: Facts and 
Figures. Available: http://www.deped.gov.ph; UNESCO Institute for Statistics. Illiteracy Rate 15 Years old 
and Over. Available: http://portal.unesco.org; UNICEF. State of the World’s Children 2005; World Bank. 
Millennium Development Goals and PovcalNet Database. Available: http://devdata.worldbank.org.                                  
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Country Environment Indicators 
 

Indicator 1990 Latest Year 
 

A. Energy Efficiency of Emissions   

 1. GDP/Unit of Energy Use (PPP$/kgoe) 6.9 6.8 (2001) 
 2. Traditional Fuel Use (% of total energy use) 37.0 (1980) 33.4 (2001) 
 3. Carbon Dioxide Emissions    
  Million Metric Tons 44.3 76.5 (2000) 
  Tons per capita 0.72 1.0 (2000) 
   
B. Water Pollution: Water and Sanitation   

 1. % Urban Population with Access to Safe Water 93.0 91.0 (2000) 
 2. % Rural Population with Access to Safe Water 82.0 79.0 (2000) 
 3. % Urban Population with Access to Sanitation 85.0 93.0 (2000) 
   
C. Land Use and Deforestation   

 1. Forest Area (million hectares) 6.7 5.8 (2000) 
 2. Average Annual Deforestation    
  Million hectares   0.887 
  % change  1.5 (2002)a 
 3. Rural Population Density (people/km2 of arable land) 570.6 564 (2002) 
 4. Arable Land (% of total land) 18.4 19.0(2002) 
 5. Permanent Cropland (% of total land) 14.8 16.7 (2002) 
   
D. Biodiversity and Protected Areas   

 1. Nationally Protected Area    
  Square kilometers 3876.21 (1985) 16,997.4 (2003)b 
  % of total land 1.3 (1985) 5.7 (2003) 
 2. Mammals (number of threatened species) 49 (1996) 51 (2002) 
 3. Birds (number of threatened species) 86 (1986) 74 (2002) 
 4. Higher Plants (number of threatened species) – 360 (1997) 
 5. Reptiles (number of threatened species) 7 (1996) 8 (2002) 
 6. Amphibians (number of threatened species) 2 (1996) 24 (2002) 
   
E. Urban Areas   

 1. Urban Population   
  Million 29.8 49.5 (2003) 
  % of total population 48.8 61.0 (2003) 
 2. Per Capita Water Use (cu.m.) – 377 (2000) 
 3. Wastewater Treated (%) – – 
 4. Solid Waste Generated Per Capita (kg/day) – 0.5 (2001) c 

cu.m. = cubic meter, GDP = gross domestic product, kg = kilogram, kgoe = kilograms of oil equivalent, km2 = square kilometer, PPP 
= purchasing power parity. 
a    Data may be for earlier years; based on the latest table posted at the National Biodoversity Reference Unit of the Department of 

Environment and Natural Resources. 
b   Area was calculated using the ratio to total land area and land area data for 2002 at 298,170 sq. km. 
C   Estimates of the National Solid Waste Management Commission based on a study conducted in 2001. 
 
Sources:  World Bank. World Development Indicators Online: http://devdata.worldbank.org/dataonline /. 

Washington D.C.; World Bank. The Little Green Book 2004, Washington D.C.; National 
Solid Waste Management Commission; ADB. Key Indicators 2004 and Environmental 
Analysis 2004. Manila; UN Environment Programme. Available: http://unep.org;  Food 
and Agriculture Organization. State of the World’s Forests. Available: http://www.fao.org; 
UN Statistics Division. Millennium Indicators Database. Available: http://unstats.un.org.



 

Supplemental Appendix B-1. Portfolio Indicators—Portfolio Amounts and Ratings 
(public sector loans, as of 31 December 2004) 

  

Sector Ratinga 
 

Net Loan 
Amount 

Total 
Highly 

Satisfactory 
Satisfactory Partly 

Satisfactory 
Unsatis-
factory 

Potential 
Problemb 

At Riskc 

 ($ million) (%) (no.) (%) (no.) (%) (no.) (%) (no.) (%) (no.) (%) (no.) (%) (no.) (%) 

                 
Agriculture and 
Natural Resources 272.7 24.5  9 33.4 - -  9 37.5 - - - - - - - - 

Energy 85.8 7.7  2 7.4 - -  1 4.2 1 33.3  - - - 1 33.3 
Finance and Industry - -  - - - -  - - - - - - - - - - 
Social Infrastructure 496.6 44.6  13 48.1 - -  13 54.1 -  - - - - - - 
Transport and  
 Communications 187.0 16.8  2 7.4 - -  1 4.2 1 33.4 - - - - 1 33.4 

Others/ Multisector 71.0 6.4  1 3.7 - -  - - 1 33.3 - - - - 1 33.3 

 Total 1,113.0 100.0  27 100.0 - -  24 100.0 3 100.0 - - - - 3 100.0 

− = not applicable. 
a One rating for implementation progress and development objectives, based on the lower rating of either.  
b Potential problem loans are satisfactory loans but have four or more risk factors associated with partly satisfactory or unsatisfactory performance. 
cA loan is "at risk" if it is rated as partly satisfactory, as unsatisfactory, or as a potential problem. 
Source: Asian Development Bank estimates. 
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Disbursements and Net Transfers of Resources 
(public sector loans, as of 31 December 2004) 

 

Disbursements and Transfers OCR ADF Total 

    
Disbursementsa    

 Total Funds Available for Withdrawal ($ million) 1,294.2 73.6 1,367.8 

 Disbursed Amount ($ million, cumulative) 564.7 63.4 628.1 

 Percentage Disbursed (disbursed amount/total available) 43.6 86.1 45.9 

 Disbursements ($ million, during the year) 152.9 6.8 159.7 

 Disbursement Ratio (%)b 22.5 40.6 22.9 
    
Net Transfer of Resources ($ million)c    

 2000 (177.5) 13.7 (163.8) 

 2001 (74.7) 10.6 (64.1) 

 2002 (172.5) (7.9) (180.4) 
 2003 (43.2) (17.4) (60.6) 

 2004 (198.9) (24.1) (223.0) 

ADF = Asian Development Fund, OCR = ordinary capital resources. 
a Includes all loans with disbursements during 2004. 
bRatio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less cancellations 
during the year. Effective loans during the year have also been added to the beginning balance of undisbursed loans. 

Source: Asian Development Bank estimates. 
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Evaluation Rating by Sector 
(1975–2004) 

 

Sector HG/GS/S a PS Unsuccessful Total 

 (no.) (%) (no.) (%) (no.) (%) (no.) (%) 

         
Agriculture and Natural  
Resources 8 34.8 8 34.8 7 30.4 23 100.0 

Energy 6 60.0 4 40.0 - - 10 100.0 
Finance and Industry 5 41.7 5 41.7 2 16.7 12 100.0 
Social Infrastructure 3 30.0 5 50.0 2 20.0 10 100.0 
Transport and Communications  7 63.6 2 18.2 2 18.2 11 100.0 
Others/Multisector 1 100.0 - - - - 1 100.0 
         
 Total 30 44.8 24 35.8 13 19.4 67 100.0 

GS = generally successful, HS = highly successful; PS = partly successful; S = successful;  
US = unsuccessful 
a Starting 2001, the new 4-category rating system has been used in PCRs. 
Sources: Operation Evaluation Department (OED)/Performance Evaluation Information System (PEIS).   
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Portfolio Implementation Status 
(public sector loans, as of 31 December 2004) 

 
 

   Net Loan Amount      
No. Sector 

Loan 
No. Title OCR ADF Approval Effectivity Closing Date Progress 

        ($ million) 
($ 

million) Date Date Original Revised (% complete) 
           
1 AGR 1365 SECOND IRRIGATION SYSTEMS IMPROVEMENT 13.6 - 30-Aug-95 31-Mar-97 31-Dec-02 30-Jun-05 96 

2 AGR 1366 SECOND IRRIGATION SYSTEMS IMPROVEMENT - 11.7 30-Aug-95 31-Mar-97 31-Dec-02 30-Jun-05  

3 AGR 1421 CORDILLERA HIGHLAND AGRICULTURAL RESOURCE MANAGEMENT 8.3 - 11-Jan-96 03-Jun-97 30-Sep-03 31-Mar-05 99 

4 AGR 1422 CORDILLERA HIGHLAND AGRICULTURAL RESOURCE MANAGEMENT - 6.7 11-Jan-96 03-Jun-97 30-Sep-03 31-Mar-05  

5 AGR 1562 FISHERIES RESOURCE MANAGEMENT - 15.9 16-Oct-97 07-Sep-98 30-Jun-04 31-Dec-05 83 

6 AGR 1563 FISHERIES RESOURCE MANAGEMENT 8.8 - 16-Oct-97 07-Sep-98 30-Jun-04 31-Dec-05  

7 AGR 1667 AGRARIAN REFORM COMMUNITIES 72.6 - 18-Dec-98 31-Jul-99 31-Dec-05 31-Dec-05 65 

8 AGR 1668 SOUTHERN PHILIPPINES IRRIGATION SECTOR 60.0 - 18-Dec-98 29-Oct-99 30-Jun-06 30-Jun-06 39 

9 AGR 1772 
INFRASTRUCTURE FOR RURAL PRODUCTIVITY ENHANCEMENT 
 SECTOR 75.0 - 31-Oct-00 04-Feb-02 30-Jun-08 30-Jun-08 23 

10 ENE 1590 POWER TRANSMISSION REINFORCEMENT 45.8 - 16-Dec-97 03-Apr-98 30-Jun-02 31-Dec-04 91 

11 ENE 1984 ELECTRICITY MARKET AND TRANSMISSION DEVELOPMENT 40.0 - 19-Dec-02 09-Mar-04 30-Jun-09 30-Jun-09 5 

12 OTH 1665 METRO MANILA AIR QUALITY IMPROVEMENT SECT DEV PROGRAM 71.0 - 16-Dec-98 29-Dec-98 31-Dec-03 31-Dec-06 25 

13 SOC 1396 INTEGRATED COMMUNITY HEALTH SERVICES - 18.4 17-Oct-95 31-Mar-97 30-Jun-02 30-Jun-04 93 
                      
ADF=Asian Development Fund, AGR=agriculture and natural resources, DO-development objectives, ENE=energy, FIN=finance, HS=highly satisfactory, IND=industry and nonfuel minerals, 
IP=implementation progress, MUL=multisector, no.=number, OCR-ordinary capital resources, OTH-others, PS=partly satisfactory, S=satisfactory, Seg=segment (pertaining to loans with 
more than one withdrawal authority), SOC=social infrastructure, T&C=transport and communications, U=unsatisfactory.      
a  "Yes" for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.      
b  A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.   
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Portfolio Implementation Status 
(public sector loans, as of 31 December 2004 

 
      Net Loan Amount           
No. Sector 

Loan 
No. Title OCR ADF Approval Effectivity Closing Date Progress 

        ($ million) ($ million) Date Date Original Revised (% complete) 
           

14 SOC 1606 EARLY CHILDHOOD DEVELOPMENT 15.7 - 27-Jan-98 28-Sep-98 31-Jan-05 31-Jan-05 67 

15 SOC 1607 EARLY CHILDHOOD DEVELOPMENT - 9.1 27-Jan-98 28-Sep-98 31-Jan-05 31-Jan-05  

16 SOC 1654 SECONDARY EDUCATION DEVELOPMENT & IMPROVEMENT 53.0 -- 11-Dec-98 19-May-99 31-Dec-06 31-Dec-06 38 

17 SOC 1658 CLARK AREA MUNICIPAL DEVELOPMENT 6.2 - 15-Dec-98 28-Jun-99 30-Jun-05 30-Jun-05 84 

18 SOC 1746 
PASIG RIVER ENVIRONMENTAL MNGMNT & REHAB SECT DEV 
PROJECT 75.0 - 20-Jul-00 17-Aug-00 31-Jan-06 31-Jan-06 35 

19 SOC 1750 TECHNICAL EDUCATION & SKILLS DEVELOPMENT PROJECT (TESDP) 25.0 - 24-Aug-00 09-Jan-01 31-Dec-06 31-Dec-06 45 

20 SOC 1751 FUND FOR TECHNICAL EDUCATION & SKILLS DEVELOPMENT (FTESD) 10.0 - 24-Aug-00 09-Jan-01 09-Jan-06 09-Jan-06 DFI 

21 SOC 1843 MINDANAO BASIC URBAN SERVICES SECTOR 35.6 - 27-Sep-01 13-Sep-02 30-Jun-08 30-Jun-08 DFI 

22 SOC 2012 MWSS NEW WATER SOURCE DEVELOPMENT 3.3 - 14-Oct-03 17-Feb04 30-Jun-07 30-Jun 07 2 

23 SOC 2063 DEVELOPMENT OF POOR URBAN COMMUNITIES 32.3 - 18-Dec-03 21-Apr-04 20-Apr-10 20-Apr-10 DFI 

24 SOC 2136 HEALTH SECTOR DEVELOPMENT PROGRAM 200.0 - 15-Dec-04 12-Jan05 30-Jun-07 30Jun-07 Program Loan 

25 SOC 2137 HEALTH SECTOR DEVELOPMENT PROJECT 13.0 - 15 –Dec-04 12-Jan-05 31-Dec-11 31-Dec-11  

26 T&C 1473 SIXTH ROAD 167.0 - 30-Sep-96 24-Dec-97 30-Jun-02 30-Sep-04 65 

27 T&C 1536 THIRD AIRPORTS DEVELOPMENT 20.0 - 16-Sep-97 11-Nov-98 31-May-03 30-Oct-04 60 

      Total 1,051.2 61.8           
ADF=Asian Development Fund, AGR=agriculture and natural resources, DO-development objectives, ENE=energy, FIN=finance, HS=highly satisfactory, IND=industry and nonfuel minerals, 
IP=implementation progress, MUL=multisector, no.=number, OCR-ordinary capital resources, OTH-others, PS=partly satisfactory, S=satisfactory, Seg=segment (pertaining to loans with 
more than one withdrawal authority), SOC=social infrastructure, T&C=transport and communications, U=unsatisfactory.      
a  "Yes" for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.      
b  A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.   
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Portfolio Implementation Status 
(public sector loans, as of 31 December 2004) 

 

        
       
No. Title 

Cumulative 
Contracts/ 

Commitments

Cumulative 
Disburse-

ments Rating Potential At 
  

Sector 
  

Loan No. 
    ($ million) ($ million) IP DO Problem a Risk b 

          
1 AGR 1365 SECOND IRRIGATION SYSTEMS IMPROVEMENT 9.1 12.4 S S No No 
2 AGR 1366 SECOND IRRIGATION SYSTEMS IMPROVEMENT 11.1 11.7 S S No No 
3 AGR 1421 CORDILLERA HIGHLAND AGRICULTURAL RESOURCE MANAGEMENT 6.5 8.2 S S No No 
4 AGR 1422 CORDILLERA HIGHLAND AGRICULTURAL RESOURCE MANAGEMENT 6.3 6.7 S S No No 

 AGR 1453 BUKIDNON INTEGRATED AREA DEVELOPMENT 2.5 2.6 CLOSED 
5 AGR 1562 FISHERIES RESOURCE MANAGEMENT 10.3 8.2 S S No No 
6 AGR 1563 FISHERIES RESOURCE MANAGEMENT 5.5 7.7 S S No No 
7 AGR 1667 AGRARIAN REFORM COMMUNITIES 42.5 40.9 S S No No 
8 AGR 1668 SOUTHERN PHILIPPINES IRRIGATION SECTOR 16.3 16.3 S S No No 
 AGR 1740 GRAINS SECTOR DEVELOPMENT (INVESTMENT LOAN) 4.4 5.5 CLOSED 

9 AGR 1772 INFRASTRUCTURE FOR RURAL PRODUCTIVITY ENHANCEMENT SECTOR 9.1 4.5 S S No No 
10 ENE 1590 POWER TRANSMISSION REINFORCEMENT 36.7 43.1 PS S Yes Yes 
11 ENE 1984 ELECTRICITY MARKET AND TRANSMISSION DEVELOPMENT 0.7 1.2 S S No No 
 FIN 1729 LGU PRIVATE INFRASTRUCTURE PROJECT DEVELOPMENT FACILITY 0.3 0.3 CLOSED 
 FIN 2003 SECOND NONBANK FINANCIAL GOVERNANCE PROGRAM 149.3 150.0 CLOSED 
                   
ADF=Asian Development Fund, AGR=agriculture and natural resources, DO-development objectives, ENE=energy, FIN=finance, HS=highly satisfactory, IND=industry and nonfuel minerals, 
IP=implementation progress, MUL=multisector, no.=number, OCR-ordinary capital resources, OTH-others, PS=partly satisfactory, S=satisfactory, Seg=segment (pertaining to loans with  
more than one withdrawal authority), SOC=social infrastructure, T&C=transport and communications, U=unsatisfactory.     
a  "Yes" for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.      
b  A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.    
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Portfolio Implementation Status 
 (public sector loans, as of 31 December 2004) 

                
       
No. Sector 

Loan 
No. Title 

Cumulative 
Contracts/ 

Commitments

Cumulative 
Disburse-

ments Rating Potential At 
        ($ million) ($ million) IP DO Problem a Risk b

          
12 OTH 1665 METRO MANILA AIR QUALITY IMPROVEMENT SECT DEV PROGRAM 22.4 16.2 PS PS No Yes 
 SOC 1367 REGIONAL MUNICIPAL DEVELOPMENT 9.6 12.0 CLOSED 
13 SOC 1396 INTEGRATED COMMUNITY HEALTH SERVICES 17.7 17.6 S S No No 
 SOC 1440 RURAL WATER SUPPLY AND SANITATION SECTOR 8.4 9.5 CLOSED 
 SOC 1441 RURAL WATER SUPPLY & SANITATION SECTOR 8.9 9.1 CLOSED 
 SOC 1472 SMALL TOWNS WATER SUPPLY SECTOR 21.6 24.8 CLOSED 
 SOC 1599 SUBIC BAY AREA MUNICIPAL DEVELOPMENT 0.7 1.2 CLOSED 
14 SOC 1606 EARLY CHILDHOOD DEVELOPMENT 8.9 10.6 S S No No 
15 SOC 1607 EARLY CHILDHOOD DEVELOPMENT 8.6 7.4 S S No No 
16 SOC 1654 SECONDARY EDUCATION DEVELOPMENT & IMPROVEMENT 10.7 9.4 S S No No 
17 SOC 1658 CLARK AREA MUNICIPAL DEVELOPMENT 3.0 2.9 S S No No 
18 SOC 1746 PASIG RIVER ENVIRONMENTAL MNGMNT & REHAB SECT DEV PROJECT 6.4 6.0 S S No No 
19 SOC 1750 TECHNICAL EDUCATION & SKILLS DEVELOPMENT PROJECT (TESDP) 8.0 7.8 S S No No 
20 SOC 1751 FUND FOR TECHNICAL EDUCATION & SKILLS DEVELOPMENT (FTESD) 6.1 5.6 S S No No 
21 SOC 1843 MINDANAO BASIC URBAN SERVICES SECTOR 4.5 2.1 S S No No 
22 SOC 2012 MWSS NEW WATER RESOURCE DEVELOPMENT 0.0 0.0 HS S No No 
23 SOC 2063 DEVELOPMENT OF POOR URBAN COMMUNITIES 0.2 0.2 S S No No 
24 SOC 2136 HEALTH SECTOR DEVELOPMENT PROGRAM 0.0 0.0 S S No No 
25 SOC 2137 HEALTH SECTOR DEVELOPMENT PROJECT 0.0 0.0 S S No No 
 T&C 1333 AIRPORT DEVELOPMENT 33.3 39.7 CLOSED 
26 T&C 1473 SIXTH ROAD 114.4 114.5 S S No No 
27 T&C 1536 THIRD AIRPORTS DEVELOPMENT 10.0 12.2 PS PS Yes Yes 
      Total 614.0 628.1         
ADF=Asian Development Fund, AGR=agriculture and natural resources, DO-development objectives, ENE=energy, FIN=finance, HS=highly satisfactory, IND=industry and nonfuel minerals, 
IP=implementation progress, MUL=multisector, no.=number, OCR-ordinary capital resources, OTH-others, PS=partly satisfactory, S=satisfactory, Seg=segment (pertaining to loans with  
more than one withdrawal authority), SOC=social infrastructure, T&C=transport and communications, U=unsatisfactory.      
a  "Yes" for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.       
b  A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.     
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