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INFRASTRUCTURE  

 
A. INTRODUCTION 

 
1. The Philippines was one of the first developing countries with dedicated PPP 
regulatory and institutional frameworks. The country has dedicated PPP legislation since 
mid 1990s.1

 

 The PPP legislation provided for a strong institutional framework, which has, 
however, become weaker over time. Availability of adequate legal and institutional 
frameworks supported with strong government commitment to PPPs, contributed to an 
impressive PPP track record of the Philippines in mid 1990: private infrastructure investment 
commitments peaked at 15.5% of GDP in 1997. 

2. The Philippines has had a successful experience with PPPs in the power 
sector: of the 108 PPP projects that reached financial closure during 1990–2010, 75 (70%) 
were in the energy sector (World Bank http://ppi.worldbank.org). Of these, most were in 
power generation that is less prone to the overall governance environment due to the 
relative physical insulation of power generation facilities and long-term power purchase 
agreements. Due to governance challenges2 and despite abundant savings,3 successful 
private investment in other infrastructure sectors has been limited, with the North Luzon 
Expressway Project and Manila Water being the most known examples of successful PPPs. 
High-profile failures include the BOT contract for the Ninoy Aquino International Airport’s 
terminal III. This partly explains why private infrastructure investment commitments have 
declined to an annual average of 2% in 1998–2010 (World Bank http://ppi.worldbank.org and 
World Development Indicators). 
 

B. SECTOR ASSESSMENT: CONTEXT AND STRATEGIC ISSUES 
 
3. PPP policy, legal and regulatory frameworks are inadequate. The enabling policy 
and legal and regulatory frameworks are unclear or inconsistently applied. Furthermore, 
many infrastructure projects have not been competitively tendered as PPPs, and the 
financial viability of several PPP projects has been undermined by the unwillingness or 
inability of the government to carry out its contractual agreements.4 Right-of-way acquisition 
processes and the lack of adequate government budget for land acquisition have also 
severely hindered the implementation of PPP projects. Similarly, the inability of the 
government to grant an automatic franchise has resulted in a high degree of uncertainty for 
private sector project proponents.5

                                                
1 The BOT Law (An Act Authorizing the Financing, Construction, Operation and Maintenance of Infrastructure 

Projects by the Private Sector and for Other Purposes [Republic Act No. 6957]) was adopted in 1990 and 
subsequently amended in 1994 [Republic Act No. 7718]. 

 Further issues include (i) lack of clear definition and 
methodology for viability gap financing for PPP projects with substantial economic benefits 

2 Over the last decade, unsolicited proposals have markedly increased. Of the 14 transport PPP projects that 
have been operational since 1993, 11 were from unsolicited proposals. Moreover, transparency in PPPs has 
deteriorated with the adoption of joint venture guidelines by the National Economic Development Authority 
(NEDA) in April 2008 enabling government-owned and -controlled corporations and government corporate 
entities to sign a joint venture agreement with a private proponent without being subject to the normal review 
and approval process through the Investment Coordination Committee of NEDA Board. 

3 In 2000–2010, gross savings exceeded gross capital formation, on average, by about 5.2% of GDP (World 
Development Indicators). 

4 Insufficient clarity and fragmented nature of PPP legislation can result in judiciary’s decisions that constrain 
government’s ability to adhere to its contractual obligations in PPP deals. For example, in its decision in the 
case of Francisco vs. Toll Regulatory Board (TRB), dated 19 October 2010, the Supreme Court declared void 
and unconstitutional the PPP contract’s provisions according to which the TRB has to compensate the tollway 
operator for the difference between the formula-based tariff in the contract and the actual tariff approved the 
TRB. 

5 The problem becomes even more apparent with the TRB, which can refuse to grant a franchise to winning 
proponents of toll road projects. 
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but limited commercial viability, and (ii) a lack of credible mechanisms for ensuring the 
government’s ability to shoulder the costs arising from materialization of risks allocated to 
the government (e.g. risks related to changes in or implementation of regulatory framework). 
All of these policy and legal and regulatory framework issues need to be addressed through 
amendments to relevant laws and their implementing rules and regulations, and, if needed, 
adoption of new legislation. 
 
4. The government’s institutional set-up and capacity to effectively program, 
prepare, promote and implement PPP projects is insufficient. In September 2010, the 
BOT Center was reorganized as the PPP Center and was attached to NEDA. However, it 
lacks the necessary technical capacity to optimally perform its role as the government’s 
central PPP unit. Attaching the PPP Center at NEDA is consistent with NEDA’s role as the 
government’s key socioeconomic planning and policy development and public investment 
programming and monitoring agency. However, in some aspects (e.g., PPP policy 
formulation, updating PPP legal and regulatory frameworks, and expert advice to other 
government agencies on PPP projects), there seems to be lack of clarity in delineation of 
responsibilities between the PPP Center and NEDA’s PPP Group. The delineation of 
responsibilities between the PPP Center and government agencies both at the central and 
local levels is also unclear. The government agencies, though instructed to create PPP Units 
within their structures,6

 

 lack capacity to timely and effectively develop PPP project pipe-line 
for the medium-term. The role of the PPP Center in supporting PPP programming at the 
agency-level remains unclear. Hence, lack of defined PPP project pipe-line results in 
uncertainty for the private sector in terms of investment financing planning, increases the risk 
of inefficient budgeting for domestically-financed public investment projects, and affects 
efficiency and timeliness of decisions on ODA financing of the government’s public 
investment program. 

5. Technical capacity of government agencies is insufficient; there is a lack of 
easy-to-use and comprehensive PPP guidelines. The government has declared its 
preference for solicited mode in PPPs. This implies a need for a certain critical mass of 
technical capacity and budget of the government agencies to cope with the solicited mode of 
doing PPPs. The PPP Center lacks ready-to-use toolkits and model PPP agreements for use 
by various line-departments and LGUs.7

 

 Sector-specific guidelines are also missing to 
consider the varying viabilities PPP nuances across sectors (e.g., risk-sharing arrangements 
and appropriate contractual mechanisms). Overall, there is no single set of PPP guidelines 
for the national government agencies and LGUs that would cover the whole PPP project 
cycle.  

6. The system to support preparation of bankable PPP projects needs to be fully 
institutionalized and adequately financed. Several agencies received substantial budget 
allocations in 2011 for preparation of PPP projects.8

                                                
6 Memorandum from the President dated 11 November 2011. 

 The risk of obtaining suboptimal 
consultancy advice for PPP project preparation is high given the nationality restrictions and 

7 The LGU PPP Manual has been drafted and is being reviewed by the PPP Center and NEDA. Also, several 
development partners, such as, e.g., AusAID through its Partnership for Economic Governance Reforms 
program, have provided support to the government in strengthening its PPP systems. However, due to 
institutional set-up issues, lack of ownership, and insufficient adaptation of outputs to the agencies working 
processes, the outputs of previous PPP support projects have not been sufficiently mainstreamed into 
government processes and work systems.  

8 For example, the Department of Public Works and Highways is allocated P5 billion in 2011 for PPP projects, of 
which some P639 million is for preparation of feasibility studies for new PPP projects. The Department of 
Transportation and Communications also received P5 billion in 2011 for PPP projects, of which P250 million is 
for PPP project preparation activities. The Department of Agriculture was allocated P2.5 billion for PPP projects 
in 2011. 
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price pressures arising from the government’s consultant selection policies and procedures.9

 

 
The Project Development Facility set up at the BOT Center in 1999 with donor funding had 
become essentially nonoperational. It was, however, reorganized as the Project 
Development and Monitoring Facility (PDMF) in September 2010 and allocated with P300 
million in 2011 and additional P160 million in 2012. In September 2011, the Infrastructure 
Committee of the NEDA Board established the PDMF Board as an oversight and decision-
taking body on the use of PDMF proceeds for PPP project preparation. However, the 
fragmented nature of financing of PPP project preparation increases risks of fiduciary 
inefficiency, lack of coordination in PPP programming, and varying quality of PPP project 
preparation. It is, therefore, important to ensure that PPP project preparation mechanism are 
streamlines, and the PDMF’s governance systems and financing are strengthened to 
safeguard the availability of a sustainable financing mechanism for preparing well-structured, 
bankable PPP projects. 

7. Lack of long-term financing and risk guarantee mechanisms for PPP projects. 
Banks in the Philippines dominate the country’s financial system and are reluctant to provide 
long-term loans (beyond 10 years) for infrastructure projects. Consortium lending, while 
growing, is uncommon among domestic lenders. The nonbank financial subsector is 
relatively weak and underdeveloped, and the corporate debt market remains small relative to 
other countries in the region. Equity markets have not been very active in supplying risk 
capital for infrastructure; and pension funds and insurance companies are relatively small 
and face structural and performance issues that limit their ability to invest in infrastructure. In 
the domestic insurance and guarantee market, there is a lack of guarantee mechanisms 
against regulatory risks in PPP projects. While several international financing institutions 
offer guarantees against political risks, these might be not easily accessible (procedurally 
and in terms of price) by domestic investors in PPP projects. 
 
C. GOVERNMENT’S SECTOR POLICY AND PLANNING FRAMEWORK 
 
8. The government has shown strong commitment to moving its PPP agenda 
forward through provision of funding for PPPs. The BOT Center has been reorganized 
as the PPP Center and attached to NEDA (para 4). The PDMF, managed by the PPP Center 
as a revolving fund, was allocated P300 million in 2011 and P160 million in 2012 to help 
implementing agencies structure, prepare, and competitively tender bankable PPP projects. 
Separately, significant funding, through Strategic Support Fund (SSF), has been provided to 
selected line-departments for PPP project preparation and implementation purposes: in 
2011, total SSF funding was P12.5 billion; in 2012 the government proposes P22.1 billion10

 

 
for PPP financing through SSF. 

9. Improving regulatory framework and PPP governance. The NEDA completed a 
consultative process of reviewing of the BOT Law IRRs. NEDA initiated processing of 
amendments to the Executive Order 8 to streamline functions of the PPP Center and 
strengthen the operations of the PDMF. Apart from BOT Law and its IRRs, NEDA initiated 
review of other PPP-related legislation to ensure harmonized legal and regulatory framework 
for PPPs. To increase transparency in the use of the joint-venture contractual agreement in 
PPP projects, NEDA initiated amendments to the Joint-Venture Guidelines for inclusion of 
PPP projects following joint-venture arrangements into the review processes of the 
Investment Coordination Committee. The NEDA ICC adopted SSF guidelines to improve 

                                                
9 Government Procurement Reform Act (Republic Act No. 9184) and its implementing rules and regulations 

dated 22 July 2009. 
10 Department of Transportation and Communications will received P8.6 billion; Department of Public Works and 

Highways – P3 billion; Department of Agriculture – P2.5 billion ; Department of health – P3 billion; Department 
of Education – P5 billion. 
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transparency and efficiency of its use.11 The government established the PDMF Board, 
which adopted the PDMF Guidelines providing for the facility’s objectives, scope, principles 
and processes for application for PPP project preparation support.12 The PPP Center 
established a panel of firms for fast-track selection of PPP project development consultants. 
The panel and the PDMF Guidelines, approved by the PDMF Board, were published on the 
PPPC’s website. Six projects have been already approved by the PDMF Board for financing 
of pre-investment studies and transaction advisory support.13

 
  

10. PPPs an important element of the Philippines Development Plan, 2010–2016.14

 

 
According to the Philippines Development Plan, promotion of PPPs is a major element of the 
government efforts toward a better business environment and improved productivity and 
efficiency under the more competitive industry and services sector theme. The plan indicates 
that the government’s infrastructure initiatives will be pursued through PPPs, and the 
government will ensure transparent bidding of PPP projects in 2011–2014. The plan also 
indicates that the Philippines Infrastructure Development Fund will be established to provide 
a long-term fund structure to sustain and promote PPPs in the country. Legal and procedural 
reforms to revive the PPP programs are also on the plan’s agenda. 

D. ADB’s Sector Experience and Assistance Program 
 
11. Investment in infrastructure, a critical factor of economic growth, is 
insufficient. Inadequate infrastructure is a major development constraint in the 
Philippines.15 Infrastructure development has not kept pace with continued population 
growth and increasing urbanization. Over the past decade, total infrastructure investment in 
the Philippines has averaged 2.9% of GDP, well below the recommended 5% of GDP 
benchmark.16

 

 This indicates an annual financing gap in the order of over 2% of GDP. The 
public sector’s ability to invest, operate and maintain infrastructure has remained constrained 
due to limited fiscal space. 

12. There is a need to facilitate private investment commitment in infrastructure 
through public–private partnerships to reach 4% of the gross domestic product.17

                                                
11 In July 2011, the Investment Coordination Committee of the NEDA Board adopted guidelines on the use of 

SSF. According to SFF guidelines, the SSF funding can be used for government obligations created under 
PPP contracts (including right-of-way acquisition, resettlement, construction costs, construction of  rural and 
access roads and other support facilities required to make PPP project viable), and preparation of feasibility 
studies and engagement of transaction and other advisers to prepare PPP projects. The SSF may not be used 
for (i) any expenses related to unsolicited proposals, (ii) credits to the PPP private sector partners or 
guarantees for private sector partner’s loans, and (iii) financing regular programs of the government agencies. 

 
While the Philippines also experienced an overall decline in PPP projects after the 1997/98 
Asian financial crisis, the decline in PPPs in the Philippines was much more prominent than 
in neighboring countries. In Viet Nam, the private sector’s commitment to infrastructure 

12 PDMF Board Resolution No. 2011-01, dated 12 October 2011. 
13 (i) Philippine Orthopedic Center Modernization Project (Department of Health); (ii) Public-Private Partnership 

for School Infrastructure Project (Department of Education); (iii) New Bohol Airport Project, (iv) Mactan-Cebu 
International Airport – New Passenger Terminal Building, (v) Laguindingan Airport Development Project, and 
(vi) Common Automatic Fare Collection System (Department of Transportation and Communication). 

14 Prior to the formalization of the Philippines Development Plan, the focus on PPPs was specifically mentioned in 
President Aquino’s 26 July 2010 State of the Nation Address. He indicated that PPPs are considered the 
solution to the problem of immense infrastructure investment needs and scarcity of government funds. The 
government intends to speed up development of PPP projects in transport (i.e., expressways), agriculture-
related facilities (i.e., grain terminals, refrigeration facilities, road networks, and post-harvest facilities), railways, 
and education. He also stated that the government will reduce the review of a submitted BOT project proposal 
to 6 months, and these projects will be bid on in a transparent, competitive manner. 

15 Asian Development Bank (2007). Philippines: Critical Development Constraints. Country Diagnostic Study. 
Manila. 

16 World Bank (2005). Philippines: Meeting Infrastructure Challenges. 
17 Private investment commitment in infrastructure refers to the total of financially closed PPP contracts, as 

reported in the World Bank’s Private Participation in Infrastructure Database. 
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investment increased by almost 1.0% of GDP in total PPPs, and by 0.4% of GDP in non-
energy PPPs. For the country to unleash its potential and to address inadequate 
infrastructure, which is one of its major development constraints, the Philippines must have 
the private sector return to infrastructure investments and even to go beyond its past 
investment levels. This would mean that overall PPP commitments of the private sector need 
gradually to reach some 4% of GDP per year, while commitments under non-energy PPP 
contracts need to reach at least 2% of GDP, its average level in 1990.  
 
13. The new six-year Country Partnership Strategy (CPS) puts special emphasis on 
strengthening PPPs for infrastructure development. Infrastructure is also one of the core 
areas under ADB’s Strategy 2020, which puts special emphasis on innovative partnerships 
and private sector development as drivers of change. The new CPS for 2011–2016 strategy, 
which is fully aligned with PDP, focuses on strengthening the investment environment to 
attract more private funding for infrastructure development and job creation. The CPS 
approaches PPPs in terms of strengthening PPPs governance framework, including 
supporting preparation of bankable PPP projects in a sustainable manner, and providing 
financing for PPP projects, if and when needed. Investments in infrastructure, including the 
government's public–private partnership projects as well as renewable energy and efficiency 
projects, will remain a high priority for ADB operations in 2012–2014.18

 
 

14. ADB has provided a comprehensive technical assistance to strengthening 
PPPs in the Philippines. In March 2011, ADB has provided capacity building technical 
assistance (TA) to strengthen PPPs in the Philippines.19 The TA has two objectives: (i) 
strengthen the systems and capacity of the restructured Philippine Public-Private 
Partnership (PPP) Center and key government agencies in PPPs (capacity building 
component), and (ii) support development of bankable PPP projects through co-financing of 
the PDMF (PDMF component).20

 
  

15. Under the capacity building component of the TA, comprehensive capacity 
building is provided to improve the government’s capacity and systems in PPPs. The 
TA provides coordinated, integrated support to the government to strengthen PPP legal and 
regulatory frameworks, enhance the capacity of the restructured PPP Center, institutionalize 
PPP best practices in selected line departments and LGUs, and help consider options for 
establishing long-term financing and risk management mechanisms. For example, support is 
provided in reviewing the PPP-related legal and regulatory framework to address issues 
related to right-of-way acquisition and granting of franchises for public utility PPP projects; 
developing approaches for viability gap financing for socially beneficial but commercially less 
viable projects; and streamlining the government’s PPP institutional setup to ensure 
efficiency and effectiveness for the PPP system as whole. The PPP Center is supported in 
terms of improving PPP toolkits and model PPP agreements, developing sector-specific 
guidelines to cover risk-sharing arrangements and appropriate contractual mechanisms, and 
improving the content and design of the PPP Center’s website. 
 
16. In parallel, under the PDMF component of the TA support is provided to 
improve the government’s capacity to develop well-structured, bankable PPP 
projects. AusAID, through the TA, has augmented PDMF resources with $6 million to allow 

                                                
18 ADB. 2011. Country Operations Business Plan, 2012-2014. Manila. 
19 ADB. 2011. Technical Assistance Report: Strengthening Public-Private Partnerships in the Philippines. TA 

7796-PHI. Manila. 
20 Capacity building component is administered by ADB and is financed by ADB ($1.5 million), Canadian 

International Development Agency ($1.2 million) and Australian Agency for International Development ($1 
million). The PDMF component is delegated to the PPP Center and is financed by the Government of the 
Philippines (GOP; equivalent of $7 million) and AusAID ($6 million). Co-financing of CIDA and AusAID is 
through ADB. National Economic and Development Authority (NEDA) is the executing agency. The PPP 
Center and the Department of Finance (DOF) are the implementing agencies. 
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more PPP projects to receive project preparation support such as (i) project pre-feasibility 
and feasibility studies, assessments of PPP options, and business case development, 
including environmental and social considerations; (ii) financial analyses, modeling, and 
project structuring; (iii) preparation of bidding documents and draft contracts, and (iv) support 
throughout the bidding process, contract negotiations, and up to the financial close. At the 
same time the TA also targets improving sufficiency and sustainability of financing for 
preparation of PPP projects via helping the government improve the PDMF governance 
systems to ensure its transparent, efficient, and effective functioning. For example, through 
the TA, the PPP Center conducted selection of a panel of firms retained on indefinite 
delivery contracts for 3 years without commitment. Upon approval of the PDMF Board of an 
agency’s application for PPP project preparation support, a fast-track selection will be 
conducted from the firms included in the panel. 
 
17. Increasing Competitiveness for Inclusive Growth (ICIG) Program Loan and the 
PPP TA will mutually reinforce each other and foster critically needed PPP reforms. 
Major PPP governance improvements (e.g., amendments to EO8, BOT Law IRRs, 
comprehensive PPP manuals for national government agencies and LGUs, mechanisms for 
contingent liability funding) are covered in the PPP section of the ICIG’s policy matrix. 
Hence, the ICIG program loan and the TA will both mutually reinforce and complement each 
other. The PPP section of the ICIG’s matrix has been discussed and preliminary agreed with 
NEDA and DOF, who indicated the importance of the TA to support implementation of the 
planned ICIG PPP measures. Apart from that, no other development partner has a more 
comprehensive and programmatic support in PPPs, namely through a combination of a 
development policy lending tool and a large TA operation that both backs implementation of 
the critical PPP reforms and supports production of bankable PPP projects for solicited 
mode of doing PPPs. 




