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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

National Risks
1
   

 
1) Macroeconomic 

  
Low Macroeconomic risks are low and well controlled. GDP growth 

moderated to 5.8% in 2015 but is expected to pick up to 6.0% in 
2016 and 6.1% in 2017 underpinned by broad-based domestic 
demand. Services and manufacturing (e.g., transport, 
communications, retail trade and BPO) are and will remain key 
growth drivers. Exports of services (mainly from BPO) and 
remittances from overseas workers continue to support a current 
account surplus. However, maintaining high growth rates over the 
medium term will require sustaining and deepening structural 
reforms in key areas such as infrastructure and investment. In 
response, the government has doubled outlays on infrastructure 
over the past decade to 5% of GDP in 2016. The PPP program is 
progressing, supported by improvements in the enabling 
environment. The government has also acted to boost investment 
through the passage of the Competition Law, the amendment of the 
Cabotage Law and the relaxation of foreign ownership limits in the 
banking sector, all in 2015.    

2)  Public financial   
       management 

Medium PFM is exposed to a number of risks, the most significant of which 
include a dispersion of responsibilities among oversight agencies, 
weak budget execution including an excessive use of in-year budget 
reallocations, and a lack of transparency that makes it difficult for 
civil society to hold government accountable. However, risks are 
being mitigated steadily over time. The 2014 update of the 2010 
PEFA Assessment noted improvements in transparency, policy-
based budgeting, and accounting and record keeping. In addition, 
the government has strengthened the budget review process, 
reduced the number and size of special purpose funds, and 
institutionalized transparency as a pre-condition to accessing public 
funds. ADB is directly engaged in efforts to strengthen PFM through 
the Philippine Development Forum sub-working group on PFM. 
Moreover, ADB is supporting a whole-of-government approach 
under the PFM roadmap and provides high-level leadership and 
strong agency coordination for the entire public financial 
management cycle. Within this framework, ADB will continue to 
encourage the implementation of more efficient fund releases, 
enhanced information sharing by key agencies, and the heightened 
participation of civil society in budget formulation and execution.  

3)  Procurement Medium Procurement in the Philippines poses a number of challenges that 
require sequenced corrective actions over time to address. 
Restrictions on competition (nationality requirements for 
corporations, partnerships, and joint ventures), cumbersome 
procurement requirements, frequent litigation, and a lack of an 
independent dispute resolution mechanism deter broad participation 
in procurement. Legislation is pending (e.g., PPP Act) that will 
provide a measure of relief, especially in curtailing nuisance 
litigation. In the interim, DBM is integrating local procurement with 
the procedures and business standards for processing and 
releasing of payments in the Philippine Government Financial 
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Manual. DBM has also implemented routine internal audit 
procedures using the new internal audit manuals developed with the 
support of ADB. The GPPB is currently reviewing the roles of the 
various bodies involved in enforcement and will strengthen their 
capacity. The Civil Service Commission is implementing a career 
stream for public procurement personnel and ADB will monitor the 
progress of dispute resolution cases. In addition, ADB directly 
supports efforts to increase transparency in local investment 
projects by strengthening PFM, procurement, and transparency.   

4)  Corruption High Efforts to reduce and eliminate corruption are constrained by 
political interference, inefficient coordination mechanisms, and a 
lack of enforcement capacity. To address these risks, the Good 
Governance and Anti-Corruption Cabinet Cluster of the Philippines 
implemented a comprehensive and results-based anticorruption 
action plan, drawing on a review of the National Anti-Corruption 
Plan of Action. Initiatives are being supported by various 
development partners (e.g., the United States Agency for 
International Development) to strengthen the capacity of the Office 
of the Ombudsman and the justice sector. ADB has supported and 
will continue to support the government as it works to ensure the 
fiscal autonomy of constitutional bodies, and supports the 
enhancement of legislative oversight over anticorruption bodies.  

Contextual Risks   

The incoming 
administration 
does not retain the 
same priorities for 
LGUs, such as the 
ALGUP and the 
PCF. 
 

Medium The LGFFDR was designed to ensure the continuity of reform 
through administrations. First, ADB established a wide stakeholder 
consensus to underscore the link between completing the 
decentralization reform agenda and achieving the development 
goals of the country. Second, the LGFFDR engaged senior policy 
makers whose terms are continuous through administrations to 
authorize high-level changes to institutionalize the reforms. In 
addition, the LGFFDR provided a number of incentives for 
continuity, including the introduction of performance-based budget 
tools (e.g., ALGUP and the PCF). Specifically, elected officials in 
LGUs were provided with a means to exercise greater control over 
the budget and investment decisions of the LGU, while civil society 
was provided with increased transparency and an ability to deliver 
direct feedback, which impacts inter-governmental fiscal relations. 
Given that the incoming administration supports federalism, these 
reforms will be difficult to roll back.  

The revision and 
approval of the 
LGC is delayed, or 
pursued in an ad 
hoc manner.   

Medium To increase the likelihood of prompt and comprehensive revisions of 
the LGC, LGFFDR provided technical support to review the code 
and enlisted members of the House of Representatives and the 
Senate to ensure their ownership of the process. In addition, the 
Cabinet Cluster on Good Governance and Anti-corruption 
incorporated the review into its work plan, which has exposed the 
proposed revisions to the professional civil service. Proposals for 
revision were presented as a holistic package that outlined the 
benefits of the individual reforms, as well as the reforms taken as a 
whole. LGFFDR also solicited support from the civil society to 
provide an independent and consistent base of support. 
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Central 
government 
agencies do not 
coordinate policy 
formulation which 
undermines the 
pace of reform. 

Low To resolve impediments and to ensure continued progress, the CCD 
was created under subprogram 1 of the LGFFDR. The CCD was 
provided with a specific mandate to address issues arising out of 
intergovernmental coordination regarding LGUs. The CCD has been 
accepted by oversight agencies and LGU leagues as a forum for 
openly discussing conflicting positions. The CCD also serves as the 
steering committee for this LGFFDR. 

Incentives to 
implement reform 
are inadequate 
due to the  short 
political terms of 
local chief 
executives . 

Medium The LGFFDR mitigates this risk by providing incentives to key 
stakeholders. In particular, the proposals provide incentives for 
elected officials to support the proposed revisions as they devolve 
resources, accountability, and, more importantly, self-determination 
(e.g., fiscal transfers, own tax revenue, and access to debt capital 
markets and the development fund) to a local level. Similarly, the 
proposals provide incentives to the civil society through an 
enhanced ability to monitor program implementation and the 
benefits to local constituents. In addition, the program provides a 
training program for local civil servants, which engages a third 
stakeholder group, and builds momentum for the continued 
implementation of the reforms.   

Weak PFM and 
procurement, or a 
lack of oversight 
distorts budget 
allocations. 

 

Medium With the support of the Government of Australia, the Government of 
the Philippines is implementing a whole-of-government approach to 
PFM reform. As noted above, policy-based budgeting, budget 
review, and transparency have all been improved. In addition, the 
government has reduced its reliance on special purpose funds. 
LGFFDR supports and supplements these achievements by 
supporting results-based budgeting, institutionalizing transparency 
initiatives, and strengthening the participation of the civil society in 
public financial management. In addition, LGFFDR has provided 
direct support to harmonizing planning and reporting systems 
across levels of government, and to developing coordinated 
monitoring systems.     

Resources to 
support capacity 
development for 
LGUs are 
insufficient. 

Low This program has been developed in close coordination with the 
Philippines Development Forum working group for decentralization 
and local government. ADB TA has been, and will continue 
providing capacity development, as will various other development 
partners, such as the European Commission. 

Overall Medium Overall, national risks are considered, on average, medium, with the 
exception of corruption, which is considered high. ADB and other 
donor partners mitigate this risk through a whole-of-government 
approach to strengthening PFM and improve procurement. While 
high, corruption is being addressed by the government as a high 
priority and has exhibited marked improvements. Contextual risks 
are considered, on balance, medium and arise primarily out of 
succession issues associated with the government transition. ADB 
has provided mitigation through LGFFDR, which includes 
widespread stakeholder engagement, built-in incentives to assure 
continuity, an early engagement with the incoming administration.  

ADB = Asian Development Bank, ALGUP = Assistance to Local Government Units Program, BPO = Business 
Process Outsourcing,  DBM = Department of Budget and Management, GPPB = Government Procurement Policy 
Board, LGC = Local Government Code, LGFFDR = Local Government Finance and Fiscal Decentralization Reform, 
LGU = local government unit, PEFA = Public Expenditure and Financial Accountability, PCF = Performance 
Challenge Fund, PFM = public financial management, PPP = public-private partnership, TA = technical assistance. 
Source: Asian Development Bank. 


