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I. POVERTY ANALYSIS AND STRATEGY 

A. Link to the National Poverty Reduction Strategy and Country Partnership Strategy 

The Government of the Philippines has adopted targets set under the Millennium Development Goals as well as its 
own poverty reduction goals under its Medium-Term Philippine Development Program, 2004–2010. The plan has 
clear targets for poverty reduction and includes goals for finance sector development growth, job creation, and 
poverty reduction. In recognition of this linkage between finance sector development and poverty reduction, the plan 
includes reform of the finance sector as a primary driver to mobilize savings to achieve a savings–gross domestic 
product (GDP) rate of 25%–30%. This will support an increase in the investment ratio to 28% of GDP, and enable 
increasing resources to be channeled to support the development of agribusiness, including lending to micro, small, 
and medium-sized enterprises. The program is anchored in the development plan and seeks to promote a well-
functioning finance sector to support enterprise development, job creation, and poverty reduction.   
B. Poverty Analysis Targeting Classification: General intervention 

Key issues. Statistics obtained from the Philippine National Standards Coordination Board illustrate that limited 
progress has been made toward poverty reduction from 2000 to 2006. A number of issues have combined to limit 
progress, including the failure to develop deep, efficient, and more diversified financial markets. This continuing lack of 
intermediation has restrained growth in both savings and investment, which has hindered the Philippines in meeting 
its poverty reduction targets.    

To achieve its poverty reduction goals, the government will need to generate higher levels of financial intermediation 
and economic growth. To support higher levels of economic growth and investment, the capital market investor base, 
comprising both institutional and retail investors, needs to be broadened and access to debt and equity markets needs 
to be improved.   
 
 

 

C. Poverty Impact Analysis for Policy-Based Lending

A recent International Monetary Fund working paper1 estimating the quantitative impact of finance sector development 
on poverty in 65 developing countries found that (i) finance sector development raises economic growth and reduces 
poverty; (ii) finance sector development directly reduces poverty by raising the investment and interest incomes of the 
20% poorest households; and (iii) finance sector instability directly reduces the incomes of the poor, thereby raising 
poverty.  
 

Finance sector development helps reduce poverty through at least three channels: higher economic growth, finance 
sector inclusiveness of the poor, and finance sector stability. Evidence shows that finance sector development is a 
prerequisite for stimulating longer-term economic growth. Finance sector development allows different institutions to 
mobilize savings and redirect to profitable investments. As a consequence, rates of private investment and household 
consumption increase over time leading to higher economic growth and poverty reduction. The second (and direct) 
channel is by improving the poor’s access to the finance sector (i.e., inclusiveness of the poor). Finance sector 
development directly reduces poverty by facilitating transactions and allowing the poor to benefit from financial 
services, primarily savings products that increase their lifetime income (through interest income) and enhance their 
ability to undertake profitable investments and other activities. The third channel is through the impact of finance 
sector development on finance sector stability. Finance sector instability undermines poverty reduction because poor 
households are much more vulnerable than the rich to unstable and malfunctioning financial institutions (e.g., the 

                                                 
1 IMF Working Paper #62; G. Jeannwney, S. and K Kpodar (2008), Financial Development and Poverty Reduction: 
Can there be a benefit without a cost?.  
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payments system) and indirectly through the negative macroeconomic impacts that normally accompany finance 
sector instability (such as volatility in economic growth and high inflation). 
 

Subprogram 2 will assist the government in developing a finance sector that is deeper and more diversified, stable, 
and more responsive to the immediate funding needs of the economy. Development of the capital market will also 
reduce transaction costs and contribute to macroeconomic stability, which provides an environment that fosters the 
creation of income- and employment-generating activities. Overall, deeper, more efficient capital markets will facilitate 
the growth of financial intermediaries, which will improve the allocation of resources in the economy. Financial 
intermediaries will be enabled to develop a wider range of attractive financial products for consumers, which will 
improve individual incomes as well as the efficiency of intermediation by channeling greater savings into the financial 
system. A stronger, more resilient and diversified finance sector will support higher investments and productivity 
growth through private sector development. Together with broader economic reforms in the Philippines, reform of the 
finance sector will contribute to higher growth and contribute to poverty reduction through expected job creation, and 
from the fiscal space created to support the social programs discussed above. 

II. SOCIAL ANALYSIS AND STRATEGY 
A. Findings of Social Analysis 

FMRIP-02 does not pose any social risks.  Indirect social impacts are broad based and include an increased access 
to finance and greater financial sector stability.  Additional positive indirect impacts are expected to arise as a result of 
improvements in the quality of financial sector governance through more capable, transparent and predictable 
regulatory systems.  FMRIP-02 has been designated category C in terms of impact on indigenous people. 
B. Consultation and Participation 

As part of the program process, a wide range of stakeholders, including the private sector and development partners, 
was consulted.  A coordinated policy dialogue is expected to continue through the post-program through the Financial 
Sector Forum, as coordinated by the Department of Finance.    

 Information sharing  Consultation  Collaborative decision making  Empowerment 

3. Was a consultation and participation plan prepared?  Yes  No  

C. Gender and Development 

Key issues. The Philippines rates well compared with other developing countries regarding gender equality. In 2009, 
the World Economic Forum’s Global Gender Gap Report ranked the Philippines one of the top 10 countries (number 
9) with the smallest gender gap, as measured by the gender gap index. Overall, the Philippines scores very high in 
economic participation and opportunity, educational attainment, health and survival, and political empowerment. The 
World Economic Forum noted that the Philippines is one of only two countries in Asia (along with Mongolia) to have 
closed the gender gap on both education and health, and is among only 12 in the world to have done so. Studies have 
shown that every year of schooling increases a girl’s individual earning power by 10%–20%, while the return on 
secondary education is 15%–25%.a Additionally, omen reinvest 90% of their income back into the household, whereas 
men reinvest only 30%–40%.   

The private sector represents 95% of the economy and employs more than 90% of the country’s total workforce.  The 
level of women in professional and technical fields is high, exceeding that of men and women participate extensively 
in the unofficial and microenterprise sectors. Of the 825,000 registered private companies, 91% are microenterprises 
and 8.5% are small and medium-sized enterprises, while only 0.5% are large enterprises. A study by the Women’s 
Business Council showed that women owners of micro, small, and medium-sized enterprises can be found in 
manufacturing (41%); jewelry, garments, and furniture (37%); marketing (9%); and real estate (7%). This study also 
noted that lack of training and access to credit are perennial issues for both men and women.  
 
A potentially significant impediment to equal access to credit arises from the uneven treatment under law with regard 
to marriage, property rights, and inheritance rights over movable and immovable property.b Specifically, a woman’s 
interest in property is usually subordinate to that of her husband in jointly owned property and often in solely owned 
property by convention. Such restrictions restrain women’s access to collateral, which has an outsized effect in 
restricting access to women attempting to obtain credit for the first time or to start up a company.   
 

Key actions. This program loan is considered category 3, as it is likely to provide direct and substantial benefits to 
women in improving access to financial resources and opportunities, notwithstanding the above noted impediments.  
While no specific measures have been included to direct credit or credit related services to women, it is anticipated 
that women will benefit both directly and indirectly from an enabling environment provided by the reforms supported 
by the program. For example, the program will support efforts to deepen financial markets to improve intermediation 
and, in turn, credit availability. Improved credit availability will benefit women directly through their ownership of 
business in the informal and micro sectors. Indirect benefits are expected to accrue to women by enhancing credit 
availability to businesses such as professional and technical, in which women participate to a greater degree than 



3 

men, and to the clients of such firms, which should raise women’s incomes overall. 

 Gender plan  Other actions or measures  No action or measure 

III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

Issue 

Significant/Li
mited/ 

No Impact 
Strategy to 

Address Issue Plan or Other Measures Included in Design 
Involuntary resettlement No Impact. 

Does not 
involve 
Involuntary 
Resettlement 

Not Relevant  Resettlement plan 

 Resettlement framework 

Combined resettlement plan and indigenous 
people’s plan 

Combined resettlement framework and 
indigenous peoples planning framework 

 Environment and social management 
system arrangement 

 Environment and social impact matrix 

 None 

Indigenous peoples No Impact Not Relevant  Indigenous peoples plan 

 Indigenous peoples planning framework 

Combined indigenous peoples plan and 
resettlement framework 

Combined resettlement framework and 
indigenous peoples planning framework 

 Indigenous peoples plan elements 
integrated in project design with a summary 

 Environment and social management 
system arrangement 

 None 

Labor 

 Employment  
opportunities 

 Labor retrenchment 

 Core labor standards 

No Impact Not Relevant  Plan 

 Other action 

 No action 

Affordability No Impact Not Relevant  Action 

 No action 

Other risks and/or 
vulnerabilities 

HIV/AIDS 

Human trafficking 

Others (conflict, 
political instability, etc.)  

No Impact Not Relevant  Plan 

 Other action 

 No action 

IV. MONITORING AND EVALUATION 
Are social indicators included in the design and monitoring framework to facilitate monitoring of social development 
activities and/or social impacts during project implementation?   Yes  No 
a United Nations Foundations, Why Invest in Adolescent Girls. 
b World Bank, Women, Business and the Law 
Sources: Asian Development Bank and, for the table, Philippine National Standards Coordination Board. 


