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SECTOR ASSESSMENT (SUMMARY): TRANSPORT1 
 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Key sector challenges. The Philippines’ archipelagic setting and the increasing 
urbanization of its population create mobility problems both among and within the islands. The 
islands require a seamless transport network to enable the cost-efficient movement of goods and 
services and facilitate inclusive economic growth. In addition to better links between islands, 
urban and intra-island transport systems on the more populous islands need to be improved 
urgently to boost productivity and meet the demands of an increasingly urbanized economy. 
 
2. Infrastructure deficit. Current (2019) levels of public and private investment in 
infrastructure are insufficient to meet the government’s goal of reaching upper-middle-income 
status by 2022. Poor infrastructure impedes foreign investment and crimps economic growth. The 
World Economic Forum’s Global Competitiveness Report, 2017–2018 ranked the country’s 
infrastructure competitiveness 97th out of 137 countries surveyed, well behind regional peers 
Malaysia (22nd), Thailand (43rd), and Indonesia (52nd).2 This is the result of years of low public 
infrastructure investment and low private participation in infrastructure. At 35% of GDP in 2013, 
Philippine public capital stock was second lowest among members of the Association of 
Southeast Asian Nations (ASEAN). The ASEAN average is 72% of GDP. 3  Spending has 
accelerated rapidly since 2013, but remains insufficient for the Philippines to sustain economic 
growth and catch up with regional peers in infrastructure competitiveness. Weak infrastructure 
investment and performance reinforces the perception that the Philippines is a poor investment 
location. Investors perceive the country as a land of lost economic opportunities marked by high 
pollution and decreased productivity caused by poor transport infrastructure. 
 
3. In the Philippines, 98% of passenger transport and 55% of freight transport are by road. 
Railways are operated only in the National Capital Region (Metro Manila), where three elevated 
urban rail lines with a total length of 44 km transported 350 million passengers in 2016. In addition, 
Philippine National Railway (PNR) operates a 28 km southbound suburban railway from Tutuban 
to Alabang, which transported 21 million passengers in 2016.4 The PNR ceased operation of the 
railway service to the north in the 1980’s; the rails have been removed but right-of-way is available. 
Considering the population size and density of Metro Manila, the railway network is sparse, and 
the lack of high capacity public transport is one of the main causes of Metro Manila’s chronic road 
congestion, which depresses productivity and slows economic growth. Meanwhile, air transport 
in the National Capital Region (NCR) has limited capacity to satisfy the growing demand for air 
travel. Ninoy Aquino International Airport (NAIA) and Clark International Airport (CIA) are the two 
major airports serving the Greater Capital Region (GCR) comprising the NCR and surrounding 
provinces. Air passenger traffic in GCR has increased about 10% annually since 2016.  NAIA 
handled about 42 million passengers in 2017, which is beyond the 35 million maximum designed 
capacity of the airport. As a result, NAIA has grown increasingly congested, but its location in the 
heart of Metro Manila limits the potential for its further expansion. Therefore, the government 
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plans to increase the capacity of CIA, which handled about 1.5 million passengers in 2017, to 12 
million passengers per year by 2022.5 This will help ease air capacity constraints in the GCR. 
However, to fully take advantage of enhanced capacity at CIA, transport connections, including 
rail links, between CIA and Metro Manila need to be improved. The Malolos–Clark Railway Project 
represents a major step in the right direction toward improving those connections. 
 
4. Traffic congestion. Clogged roads in urban centers such as Metro Manila cost time, 
waste fuel, and cause pollution. The Philippines Development Plan (PDP), 2017–2022 estimated 
economic losses due to traffic congestion in 2014 to be at least ₱2.4 billion per day in Metro 
Manila (equivalent to about $53.6 million per day or around $18 billion per year).6 Moreover, the 
lack of safe and efficient public transport disproportionately hurts people from low-income families, 
especially children, women, the elderly, and persons with disabilities, as it impedes their access 
to schools, employment, and social services. 

 
5. Climate change and disaster vulnerability. The Philippines is one of the world’s most 
disaster-prone countries and one of the most likely to be economically affected by disasters.7 
Most of the country’s total land area is vulnerable to multiple natural hazards, like typhoon, 
earthquake, and flooding. The country is expected to incur, on average, US$3.5 billion in asset 
losses each year due to typhoons and earthquakes.8 Damage from these disasters exacerbates 
poverty and contributes to the poor’s persistent vulnerabilities to limited access to facilities. 
Climate change and natural disasters adversely affect areas that are strategically important for 
economic growth, such as agriculture, water resources, transportation, energy, and urban 
development. 
 
6. Poor roads, inadequate intermodal integration, and institutional capacity. Although 
roads account for the vast majority of passenger and freight transport in the Philippines, the poor 
quality of most of the country’s roads results in high transport costs for road users. Meanwhile, 
intermodal coordination among agencies responsible for the country’s roads, ports, and airports 
is generally limited. In addition, coordination between the transport sector agencies and the 
agencies responsible for infrastructure development is poor. The capacity of these agencies to 
undertake procurement, financial management, internal audit, and quality control is also weak. 
Lastly, capacity in planning, intermodal integration, project appraisal, and monitoring is weak. 
 
 2. Government’s Sector Strategy 
 
7. The PDP aims to support a higher growth trajectory and improve the quality of life in urban 
and rural communities; infrastructure development is a top priority of the PDP. The government’s 
Build, Build, Build (BBB) infrastructure program aims to redress the infrastructure deficit.9 The 
investment needs of the BBB program for 2017–2022 are estimated at about $152 billion, 
covering physical connectivity (expressways, railways, airports, seaports, and interisland 
bridges); urban development (transport and traffic systems, clean water, and sewerage 
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management); and water resource management (river basin and flood control). Institutional 
capacity constraints in developing urban, regional, and sector infrastructure plans and in 
preparing projects, and slow project implementation have contributed to the infrastructure deficit. 
While spending on infrastructure will be intensified, the PDP emphasizes the need to address 
persistent issues and challenges hampering implementation of infrastructure projects. Embedded 
in the PDP is a national spatial strategy that seeks to address spatial and socioeconomic 
inequalities by integrating leading areas with lagging areas while promoting urban–rural links 
through improved transportation. The strategy recognizes the role of cities as engines of 
economic growth and poverty reduction, and promotes transport infrastructure development to 
improve connectivity between communities. The spatial strategy aims to decongest Metro Manila 
and channel growth to other key regional centers. 
 
8. A “hybrid model,” whereby the government builds public infrastructure and the private 
sector operates and maintains it, guides the government’s strategy for transport projects. 
Therefore, the government will strengthen the policy and regulatory framework for the sector by 
creating independent regulatory bodies for railways, airports, and seaports. The PDP program for 
the transport sector covers all modes of transport. The PDP places special emphasis on the 
movement of people and goods via efficient modes of public transport, which the plan prioritizes 
over private vehicles. In shifting from private to public transport, the PDP calls for ensuring that 
public transport systems are accessible, available, affordable, convenient, and reliable.  
 
9. In June 2017 the government approved the National Transport Policy (NTP), which was 
designed to unify all transport-related projects in the country10. The policy focuses on (i) resource 
generation and allocation; (ii) establishing criteria for the preparation of agency plans, programs, 
and projects; (iii) cost recovery; (iv) regulation of passenger transport; (v) urban transport; (vi) 
transport logistics; and (vii) governance. The NTP envisions the establishment of “a safe, secure, 
reliable, efficient, integrated, intermodal, affordable, cost-effective, environmentally sustainable, 
and people-oriented national transport system that ensures improved quality of life of the 
people.”11 The problem tree analysis at the end of this document outlines the main causes and 
effects of key problems facing the transport sector. 
 
 3. ADB Sector Experience and Assistance Program 
 
10. ADB’s country partnership strategy (CPS)12 for the Philippines, 2018–2023 emphasizes 
support for policy reforms, institutional capacity development, and financing investments that 
promote high and inclusive growth. ADB operations in the Philippines rest on three strategic 
pillars: (i) accelerating infrastructure and long-term investments, (ii) promoting local economic 
development, and (iii) investing in people. The CPS lays out a program of priority activities to 
support each of these pillars and promotes rebalancing ADB financing toward infrastructure 
projects in support of the government’s Build, Build, Build infrastructure program.13 The CPS 
mainstreams gender equality, private sector development, governance, and environmentally 
sustainable development in support of the three strategic pillars. ADB will carry out pilot initiatives 
to support the government and the private sector in dealing with the potential impacts of the fourth 
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industrial revolution—the advance of robotics and artificial intelligence—on work.14 ADB also 
designed the CPS to align closely with the seven priorities of Strategy 2030.15 
 
11. Alignment with government development plan. The CPS priorities aligns with the 
government’s medium-term PDP. Under the PDP, the government has targeted real GDP growth 
of 7%–8% per year, with GDP per capita increasing from $3,550 in 2015 to $5,000 by 2022.16 To 
sustain this growth, the government is targeting an increase in infrastructure spending to 7.4% of 
GDP by 2022, up from 4.5% in 2016. The PDP targets national poverty incidence at 14.0% of the 
population by 2022. The Philippines is eligible for ADB’s regular ordinary capital resources (OCR) 
lending. The indicative resources available for the transport sector during 2019–2021 Country 
Operations Business Plan (COBP) amount to $3.82 billion from OCR.17 The COBP comprises 
four transport projects for approval in 2019: (i) Davao Public Transport Modernization Project, (ii) 
EDSA Greenways Project (Phase 1), (iii) Metro Manila Bridges Project, and (iv) Malolos–Clark 
Railway Project.  
 
12. ADB’s operations in the Philippines have experienced various problems, including project 
implementation delays, problems with land acquisition and resettlement, and insufficient 
counterpart finance. The underlying causes are budget constraints, weak project management 
and procurement capacity, poor contractor performance, and noncompliance with project 
requirements. The government has made efforts to simplify procurement procedures for civil 
works by using advance information technology. ADB’s past involvement in rail transport is 
limited. To address capacity shortage, ADB approved in 2017 the Infrastructure Preparation and 
Innovation Facility TA loan of $100 million to support the Department of Public Works and 
Highways and Department of Transportation in project preparation, procurement and project 
management for transport and water sector projects. 
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Problem Tree for Transport Sector 
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