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The Philippines: Sustaining 
the momentum under a 
new leader
Despite a slowdown in 2015, growth prospects for the 
Philippines remain strong: the International Monetary Fund 
(IMF) expects the country to continue to have the fastest GDP 
growth among the five biggest economies of the Association 
of Southeast Asian Nations (ASEAN) this year on the back of 
resilient domestic demand.   
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Figure 1: Philippines GDP Growth (2010–2015)
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The IMF sees a 6% growth for the 
Philippines in 2016, compared to 4.9% 
for Indonesia, 4.4% for Malaysia, 3% for 
Thailand, and 1.8% for Singapore. 

Unlike these ASEAN neighbors, though, 
the Philippines is transitioning to a 
new leadership as President Benigno 
Aquino III, who ran on a platform of good 
governance, steps down.  

On 9 May 2016, the country held what 
has generally been hailed as a peaceful, 
clean, and efficient national elections. 
Within a couple of days, Filipinos had 
a presumptive president in the person 
of controversial 71-year-old Davao City 
Mayor Rodrigo Roa Duterte.
 
Known for his tough-on-crime 
stance and combative campaign 
pronouncements, including possibly 
redrawing the relationship with close 
allies the US and Australia, Duterte’s 
front-runner status leading up to the 
elections raised concerns about the 
continuity of the economic gains made 
under the Aquino administration. Since 
Election Day, however, the presumptive 
president’s camp has made an effort to 
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calm those jitters by releasing an eight-
point economic agenda, one of which 
is to continue Aquino’s macroeconomic 
policies. 

Two days after the country’s election 
polls closed, the local stock market 
posted its highest close since August 
2015. Investors cheered the successful 
automated elections, the clear mandate 
of the people, and Duterte’s apparent 
shift to a more statesmanlike demeanor. 

Riding on the support of nearly 40% of 
voters, Duterte brings with him a wave 
of hope that his unconventional brand 
of leadership will result in real positive 
change, particularly for the country’s 
working and middle class. Now the watch 
begins to see whether the iron fist he 
employed in ruling the city of Davao will 
work for the rest of the country. 

Figure 2: Southeast Asian GDP growth (2008–2015)
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Part 1 | The regional context

The regional context: 
The best performing 
Southeast Asian economy
Sluggish growth in the US and Europe, the continuing slump 
in oil prices, and a slowing China have stalled GDP growth 
in many emerging economies, but the Philippines continues 
to defy the trend. Buoyed by strong domestic activity and 
election-related spending, the country posted a GDP growth 
of 6.9% for the first quarter of 20161, making it the best 
performing economy in the Southeast Asian region and even 
the whole of Asia.
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1 Philippine Statistics 
Authority, <http://psa.
gov.ph/nap-press-
release>

The Philippines’ first quarter growth 
improved on the 5.0% registered in the 
same period last year, increasing the 
likelihood that it will achieve the official 
GDP growth projection of 6.8 to 7.8% for 
full-year 2016. 

In contrast, fellow ASEAN-5 countries 
Malaysia, Singapore, and Thailand – 
which depend heavily on exports – are 
feeling the drag of China’s slowdown. 
Malaysia’s 4.2% GDP growth for Q1 
2016 is its slowest expansion since Q3 
2009. In addition to external shocks, 
domestic fundamentals pose significant 
risks to economic growth: Malaysia’s 
public debt has been on the rise, private 

consumption has been slowing, and 
consumer confidence is waning in 
response to rising prices.2  

As expected, Singapore’s continuing 
transition to economic activity of higher 
value addition and value creation brings 
with it considerable challenges. The 
government’s decision to further tighten 
immigration rules has put pressure 
on the manufacturing sector, which is 
heavily reliant on low-wage, low-skilled 
foreign labor. But the city-state’s pivot 
to an economic model that is based on 
innovation – some of the future growth 
clusters it has identified are advanced 
manufacturing, smart urban solutions, 

2 Dr. Rumki Majumdar, 
“Malaysia: Cautiously 
walking the tightrope,” 
Deloitte Asia Pacific 
Economic Outlook, Q2 
2016, <http://dupress.
com/articles/q2-2016-
malaysia/>

3   Lester Gunnion, 
“Singapore: Steering 
through challenging 
times,” Deloitte Asia 
Pacific Economic Outlook, 
Q1 2016, <http://
dupress.com/articles/
asia-pacific-economic-
outlook-january-2016-
singapore/>

Figure 3: Growth of overall labor productivity (GDP at PPP, per worker, %pa)
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and aerospace – make it well-poised 
to take advantage of the opportunities 
presented by the ASEAN Economic 
Community (AEC). Already, there are 
estimates that this closer integration 
of ASEAN member nations will boost 
Singapore’s growth by 9.5% by 2030.3 

For its part, the Philippines’ Trade and 
Industry team is confident the country 
is prepared for the AEC, which was only 
formally established at the close of 2015. 
It is banking on the country’s quality 
human resources, ongoing infrastructure 
development projects, and strategic 
location to attract more investors.

It is a move that local business groups 
have wanted the Philippine government 
to mirror since President Aquino took 
office, citing the country’s restrictive 
foreign ownership laws as a significant 
barrier to the entry of more FDIs. Under 
President Aquino’s watch, the most 
significant development on this front 
was the bank liberalization law, which 
in 2014 allowed the full entry of foreign 
banks into the country. Since then, six 
Asian banks have set up shop in the 
Philippines, with at least two more 
signaling an intent to operate this year. 

In May 2015, President Aquino approved 
a new Foreign Investment Negative 
List – a list of economic activities and 
investment areas reserved for Filipinos 
and open to foreigners – but this merely 
reduced the number of professions from 
which foreigners are banned; the list of 
industries that are closed to foreigners 
remains unchanged.

President Rodrigo Duterte has said 
he wants to liberalize the entry of 
foreign investments into the country by 
possibly lifting the restriction on foreign 
ownership of Philippine corporations 
and establishing economic zones in 
every region of the country. He has 
also made accelerated infrastructure 
spending – the target is to allocate 5% 
of GDP for much needed construction 
– and better support services for 
the country’s languishing agricultural 
sector a part of his economic agenda, 
pronouncements that have generally 
been met with approval from the 
business sector. 

With remittances from overseas Filipino 
workers still coming in strong – cash 
remittances were up 4.3% for the first 
quarter of 2016 year-on-year5– and 
fueling private consumption, and 
government spending up to 4.3% of 
GDP in 20156 (compared to just 2.7% 
the previous year), the Philippines looks 
poised to continue weathering the 
global slowdown this year, albeit still 
facing the challenge that hounded the 
Aquino administration: how to translate 
this robust economic performance to 
inclusive, sustainable growth. 

3   Lester Gunnion, 
“Singapore: Steering 
through challenging 
times,” Deloitte Asia 
Pacific Economic Outlook, 
Q1 2016, <http://
dupress.com/articles/
asia-pacific-economic-
outlook-january-2016-
singapore/>

4 Association of Southeast 
Asian Nations, <http://
asean.org/?static_
post=foreign-direct-
investment-statistics>

While ASEAN member states have 
collectively received the largest foreign 
direct investments (FDI) among 
developing countries, the Philippines 
has persistently captured the smallest 
share among the ASEAN-5, even being 
surpassed by Vietnam4. In the last two 
years, the Philippines averaged around 
$6 billion in FDIs. While that represents 
a 500% increase over 2010, it pales in 
comparison to Vietnam’s $14.5 billion in 
FDI last year and Indonesia’s $16.9 billion 
in the first three quarters of 2015. In 
February this year, Indonesian president 
Joko Widodo opened up 29 business 
sectors, which were previously closed or 
restricted, to 100% foreign ownership.

5 Bangko Sentral ng 
Pilipinas, <http://www.
bsp.gov.ph/publications/
media.asp?id=4062>

  
6 Department of Budget 

and Management, 
<http://asianjournal.
com/news/
government-spending-
hits-13-growth-in-
2015-highest-y-o-y-
growth-since-2012/>
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Figure 4: Foreign Direct Investments inflow (2012–2015) in US$million
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7 Philippine Statistics Authority
8 Ibid.
9 Department of Trade and Industry, <http://industry.gov.ph/manufacturing-

resurgence-program/>

Industries driving 
growth
The Philippines remains largely a service-based 
economy: last year, this sector grew 7.9% and 
accounted for 58.8% of GDP7. The Aquino 
administration, however, made the revival of the 
manufacturing sector a centerpiece of its agenda, 
recognizing its potential as an employment and 
income multiplier. 

Although it posted moderate growth in 
2015, the manufacturing sector in the 
Philippines has for the past few years 
shown signs of renewed strength. From 
2010 to 2015, the sector expanded at 
a CAGR of 6.8% in real value-added 
terms8. Its growth outpaced GDP for two 
consecutive years before slowing to 2.5% 
last year due to weak global demand 
and the prolonged dry spell known as El 
Niño.

But the sector looks to be more stable 
in 2016: Outlook for manufacturing is 
bullish on account of election-related 
spending and the expected rollout of 
infrastructure projects. The Aquino 
administration has allocated a budget 
of $6.4 billion for its Manufacturing 
Resurgence Program (MRP), a long-
term, three-phased effort to improve 
the sector’s competitiveness and 
spur its transition to higher value 
added activities, with the end goal of 
developing the country into a recognized 
manufacturing hub in the areas of 
automotive, electronics, machinery, 
garments, and food.9
  
Some of the ongoing projects 
under the MRP are the Product and 
Technology Holistic Strategy Project 
for the electronics industry, and the 
transformation of the Cottage Industry 
Technology Center into a shared services 
facility to support the country’s small- 
and medium-sized enterprises (SMEs), 
which make up 99.6% of the registered 
businesses in the Philippines. 

Part 2 | Industries driving growth

Manufacturing
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12 Public Private Partnership 
Center, <http://ppp.gov.ph/>

10 Victor Saulon, “Mitsubishi to 
produce Mirage locally by 2017,” 
<http://www.bworldonline.
com/content.php?section=Co
rporate&title=mitsubishi-to-
produce-mirage-locally-by-
2017&id=126834>

11 International Labor Organization 
Global Wage Report 2014/15: 
Asia and the Pacific Supplement, 
“Wages in Asia and the Pacific: 
Dynamic but uneven progress,” 
< http://www.ilo.org/wcmsp5/
groups/public/---asia/---ro-
bangkok/---sro-bangkok/
documents/publication/
wcms_325219.pdf>

One big ticket project under the MRP 
is the Comprehensive Automotive 
Resurgence Strategy (CARS) Program, 
which will make $593.4 million worth of 
incentives available to car manufacturers 
that commit to produce 200,000 units 
of a single model over a six-year period. 
Already, two car companies have hiked 
up investments – with one pledging P4.3 
billion10  – in local production assembly 
facilities as part of the program, which 
hopes to generate some 200,000 new 
jobs and fresh investments worth $1.2 
billion. The Department of Trade and 
Industry, which is overseeing the CARS 
Program, is looking to prepare similar 
incentive packages for the shipbuilding 
and aerospace industries.

Even before being sworn in, President 
Duterte was already encouraging local 
and foreign investors to consider setting 
up their businesses in the provinces, 
as he declared a moratorium on the 
opening of new factories in Metro 
Manila. This is one way to spread 
economic opportunities to areas outside 
the already congested capital, but the 
incoming government has to fast-track 
infrastructure projects to make this a 
viable option for investors. 

One of the criticisms against the 
Aquino administration’s Public-Private 
Partnership (PPP) Program – a strategy 
for accelerating infrastructure and 
development services – was the slow 

pace of awarding contracts to private 
sector bidders. Of the 55 national 
government projects under the 
program, 33 are dedicated to improving 
transport infrastructure; only seven 
of these projects have been awarded 
to successful bidders, while projects 
to modernize, operate, and maintain 
five regional airports have been 
shelved indefinitely.12  The outgoing 
16th Congress’ failure to pass the PPP 
Act, a piece of legislation that, among 
other things, would have hastened the 
implementation of nationally significant 
projects, is yet another obstacle to 
improving connectivity throughout the 
archipelago. 

The country’s rising middle class, 
proximity to fast-growing markets 
in Asia, and young, highly literate 
population continue to make it an 
attractive investment destination 
for manufacturers. Cost of labor 
also remains competitive: in 2013, 
average monthly minimum wage in 
the Philippines was at $215, compared 
to $613 in China.11  The varying daily 
minimum wages across regions – from 
as low as $5.61 – also affords flexibility 
to investors in deciding on a business 
location. 

Figure 6: Manufacturing value added contribution (in percent)

Figure 5: Manufacturing Purchasing Managers' Index (2012–2015)

Source: Philippine Institute for Supply Management

Source: Philippine Statistics Authority
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Just the same, the Aquino administration 
has successfully reversed chronic 
underinvestment in the country’s 
infrastructure, public outlays for which 
have never exceeded 3.5% of GDP since 
1986. By mid-2016, public infrastructure 
spending will have reached $57.1 billion, 
hitting the target investment of 5% of 
GDP.13  With President-elect Duterte 
expressing continued support for the 
PPP Program, investors looking to 
participate in the country’s growing 
manufacturing sector have reason to feel 
optimistic. 

13 Deloitte Industry Spotlight, 
“Despite substantial gains 
in recent years, PH land 
infrastructure sill a long ways to 
go,” April 2016

Figure 7: Transport infrastructure ranking of the ASEAN-5

Source: World Economic Forum

Figure 8: Growth in average wages (US$, % pa)

Source: Economist Intelligence Unit
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Information Technology-Business 
Process Management (IT-BPM) 
outsourcing remains the country’s 
fastest growing sector, breaching the 
target revenue of $21 billion in 2015 
and providing over 1.1 million direct 
employment to Filipinos, creating an 
additional 2.5 indirect jobs in support 
services for every BPO job. This year, it 
is expected to generate $25 billion in 
revenue, accounting for an estimated 
8% of total GDP.14  But before the first 
quarter of 2016 was even out, the chair 
of industry organization IT & Business 
Process Association of the Philippines 
(IBPAP) revealed the sector was already 
close to hitting that target. 

The sector’s impressive growth over 
the past decade has assured it of 
continued government support as it 
further diversifies its service offerings 
and expands to more locations outside 
Metro Manila. IBPAP has been working 
with the Department of Science and 
Technology on the Next Wave Cities 
Program, which identifies information 
and communications technology (ICT) 
hubs outside Metro Manila based on 
worker supply, telecom infrastructure, 
and other factors necessary to sustain 
a local BPO industry, making it easier for 
investors to expand beyond the capital. 

14 IT & Business Process 
Association Philippines, <http://
www.ibpap.org/>

Out of 42 locations that were assessed, 
the program identified 10 cities that are 
ready15  to support IT-BPM companies 
and a further 10 locations that have the 
potential to be BPO hubs.16  The goal is 
to achieve a 70:30 ratio in terms of BPO 
presence in Metro Manila and in the 
provinces to decongest the capital and 
bring locators closer to untapped talent 
pools. 

15 IT & Business Process 
Association Philippines, <http://
www.ibpap.org/>

 16 The Top 10 Next Wave Cities for 
2015-2016 are: Baguio, Cagayan 
de Oro, Dagupan, Dasmariñas, 
Dumaguete, Lipa, Malolos, 
Naga, Santa Rosa, and Taytay. 
The 10 Emerging Locations 
for 2015-2016 are: Balanga, 
Batangas, Iriga, Laoag, Legazpi, 
Puerto Princesa, Roxas, Tarlac, 
Tuguegarao, and Zamboanga. 

Figure 9: Full-time employment by service
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Figure 10: IT-BPM service segments by revenue share (US$M) 2014
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One of the major challenges the local 
BPO industry has been struggling with 
is the shortage of skilled labor. As the 
sector continues to mature, it is steadily 
shifting to high value-added services 
such as animation, financial services, 
and engineering services, which require 
workers with more specialized skill 
sets. In fact, from 2013 to 2014, the 
fastest growing segment was healthcare 
services, which taps into the country’s 
pool of nursing graduates.17  But the 
number of graduates in the medical 
and allied fields has been on a decline, 
dropping at a CAGR of -14% from school 
year 2008-09 to 2013-14.18  On the other 
hand, the number of IT graduates in the 
country grew by just 0.13% from school 
year 2012-13 to 2013-14, even as the 
BPO sector’s IT outsourcing segment is 
expected to expand its employee count 
by 12.3% this year from 85,500 in 2014.  

The BPO sector has committed to 
work closely with the Department of 
Education in identifying skills that will 
improve the employability of graduates 
and incorporating the development of 
these skills in the curriculum. The IBPAP 
is also encouraging its members, most 
of who hire only college graduates, to 
consider for employment graduates of 
Grade 12, the final level of high school 
now that the Aquino administration’s 
K-12 educational program is in place. 

Another positive development for the 
sector is the creation of the Department 
of Information and Communications 
Technology, a dedicated body that will 
develop and promote the national ICT 
agenda. The local business sector, which 
has been pushing the government 
to carve out ICT from the former 
Department of Transportation and 
Communications for nearly a decade, 
is optimistic this move will finally put a 
focus on the ICT issues hounding the 
country’s growth, such as broadband 
infrastructure and cyber security. It is a 
boon not just to the IT-BPM sector but 
to all businesses that are heavily reliant 
on ICT. 

17 IT & Business Process 
Association Philippines, <http://
www.ibpap.org/>

18 Commission on Higher 
Education, <http://www.ched.
gov.ph/>

Figure 11: Higher education graduates

Source: Commission on Higher Education
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By the government’s own estimates, 
the Philippine economy loses at least 
$64 million a day due to the traffic jams 
across metropolitan Manila. Over a year, 
this cost adds up to about 0.8% of the 
country’s GDP.19  

Perhaps no other issue has highlighted 
the Philippines’ inadequate public 
infrastructure more than the traffic 
problem in major cities that, on a daily 
basis, leave commuters stranded for 
hours. The Aquino administration 

Infrastructure

responded by initiating a number of 
PPP projects aimed at adding more 
roads and public transport systems, but 
construction delays have resulted in 
even heavier traffic in already congested 
areas.

According to a study by the Asian 
Development Bank Institute, the 
Philippines needs $127.1 billion 
worth of funding for its domestic 
infrastructure from 2010 to 2020.20  For 
the period until 2015, the government’s 

infrastructure outlay totaled to about 
$41 billion, with plans to spend $16.3 
billion this year. Although this is still far 
from the target investment, 2016 will 
see infrastructure spending receive its 
highest ever share to GDP, in keeping 
with the Aquino administration’s goal of 
a 5% allotment.21 

19 “Metro Manila traffic costing 
Philippines P3 billion a day,” 
<http://www.philstar.com/
headlines/2015/09/16/1500512/
metro-manila-traffic-costing-
philippines-p3-billion-day>

20 Deloitte Industry Spotlight, 
“Despite substantial gains 
in recent years, PH land 
infrastructure sill a long ways to 
go,” April 2016

21 Ibid.

1918



Part 2 | Industries driving growth Part 2 | Industries driving growth

Figure 13: Inbound and domestic tourism expenditure

Source: Philippine Statistics Authority

24 Philippine Statistics Authority, 17 
June 2016 <https://psa.gov.ph/
content/contribution-tourism-
economy-82-percent-2015-0>

25 Ibid.

22 Department of Budget and 
Management, “People’s Budget,” 
February 2016, <http://www.
dbm.gov.ph/>

23 Tourism Infrastructure and 
Enterprise Zone Authority, 
<http://tieza.gov.ph/>

Figure 12: Infrastructure outlays and % share to GDP

Source: Department of Budget and Management/Philippine Statistics Authority
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For 2016, the Department of Public 
Works and Highways (DPWH) received 
a budget of $8.4 billion22, more than 
50% of which will be used for the 
construction and rehabilitation of 
the country’s highways. Under the 
outgoing administration’s Bottom-Up 
Budgeting, an initiative that allows local 
governments to identify priority projects 
within their respective districts, $138 
million has been earmarked this year 
for the upgrading of provincial roads in 
73 provinces. These, plus the incoming 
administration’s announcement that it 
wants to hike infrastructure spending to 
7% of GDP, should address some of the 
more critical transport and connectivity 
problems hampering business growth.

Tourism is one sector that the 
government hopes will thrive alongside 
this effort to ramp up investments in 
infrastructure. This year, the Tourism 
Infrastructure and Enterprise Zone 
Authority, an agency created under the 
Tourism Act of 2009 to develop and 
manage tourism infrastructure projects, 
identified its first two Tourism Enterprise 
Zones (TEZs), which will be prioritized 
for tourism development and upgrades. 
One of the TEZs – San Vicente, Palawan 
– is already on the way to having an 
upgraded pier, a new dock, and a new 
airport.23  

These are much-needed developments, 
especially at a time when the Philippines 
is getting increasing attention as a tourist 
destination. In 2015, the tourism sector 
accounted for 8.2% of the country’s GDP 
and 12.5% of the 39 million jobs created 
that year.24  These are the highest gains 
by the sector since 2000. The numbers 
also show that Filipinos are spending 
more on travel: the share of domestic 
tourism expenditure to household 
consumption has been steadily rising 
– from 8.2% in 2008 to 18% in 2015, 
when Filipinos spent $39.6 million on 
tourism.25

 

Looking to address the slow pace of 
infrastructure development thus far, 
the Duterte administration has vowed 
to speed up the rollout of more PPP 
initiatives – there are 17 deals in the 
pipeline for this year and the next – 
and is considering implementing 24/7 
work on all major projects. With the 
decongestion of the capital just one 
of the many infrastructure challenges 
facing the country, a more rapid 
response cannot come soon enough.
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In May 2016, President Benigno 
Aquino finally signed the law creating 
the Department of Information and 
Communications Technology (DICT), 
a dedicated national body that will 
promote and oversee the advancement 
of ICT infrastructure, systems, resources, 
and security across all sectors. Although 
it took four years to finally carve out 
ICT from the original Department of 
Transportation and Communications, 
it seems the government is now 
committed to investing in this critical 
sector and strengthening the country’s 
participation in the digital economy. 

Information and 
communications

In an effort to press local 
telecommunications companies to 
improve their services, the National 
Telecommunications Commission 
signed a memorandum in August 2015 
setting the minimum broadband speed 
at 256 kbps, while services marketed 
as broadband must have speeds 
above 256 kbps at least 80% of the 
time. But professionals from the local 
technology community say this minimum 
requirement is still too low and are 
instead asking for a minimum of at least 
1.5 – 2 Mbps.27   

Just the same, internet penetration 
in the country has greatly improved: 
In 2009, just 9 per 100 people in the 
country had access to internet. By 2015, 
that proportion had risen to 45.2 per 
100 people.28  And more Filipinos are 
accessing the internet using their mobile 
devices. A 2015 Deloitte survey of mobile 
consumers found that 70% of Filipino 
respondents own or have ready access 
to a smartphone, compared to 47% who 
own or have access to a PC.29  That same 
year, mobile broadband subscriptions 

26 David Belson, ed., “akamai’s 
[state of the internet] Q1 2016 
report,” Volume 9, Number 1

One of the priorities of the newly created 
DICT is to develop a national broadband 
plan that will, among other things, 
address the country’s lagging internet 
speed. According to Akamai’s State of 
the Internet Report for Q1 2016, the 
Philippines continues to have one of the 
slowest connection speeds in the Asia 
Pacific region, along with India: Average 
connection speed in the two countries 
for Q1 2016 was 3.5 Mbps, compared to 
top-ranked South Korea’s 29.0 Mbps.26 

per 100 residents stood at 28.0, 
compared to 23.2 for fixed broadband 
subscriptions. 

For this reason, the country’s two 
mobile operators are spending a 
significant share of their planned capital 
expenditure for 2016 on upgrading 
3G and LTE mobile networks to 
provide faster speeds for customers. 
They are also ramping up efforts to 
improve internet connectivity in more 
rural areas,30  in tandem with the 
government’s own project to offer free 

nationwide WiFi services by the end of 
2016. The free WiFi program received 
a budget of $30.8 million and will be 
available in schools, hospitals, airports, 
and public parks.31  

By 2020, internet penetration per 100 
people in the country is expected to be 
at 72.7, and broadband subscriptions 
per 100 people is expected to increase 
to 32.3, from 25.8 in 2015,32  allowing 
a greater share of the country’s 
geographically dispersed population 
access to the digital world. 

The country's two mobile operators are 
ramping up efforts to improve internet 
connectivity in more rural areas, in tandem 
with the government's own project to offer free 
nationwide WiFi services by the end of 2016.

28 Economist Intelligence 
Unit, “Industry Report | 
Telecommunications | Philippines,” 
2nd Quarter 2016

29 Deloitte TMT Predictions 2016: 
Southeast Asia edition, <http://
www2.deloitte.com/kh/en/
pages/technology-media-and-
telecommunications/articles/sea-
tmt-predictions-2016.html>

30 Economist Intelligence 
Unit, “Industry Report | 
Telecommunications | Philippines,” 
2nd Quarter 2016

31 Department of Science and 
Technology Information and 
Communications Technology Office, 
<http://icto.dost.gov.ph/wp-content/
uploads/2015/03/Free-Wi-Fi-Project-
TOR.pdf>

32 Economist Intelligence 
Unit, “Industry Report | 
Telecommunications | Philippines,” 
2nd Quarter 2016
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33 Sönke Kreft, David Eckstein, 
Lukas Dorsch & Livia Fischer, 
Global Climate Risk Index 2016”, 
<http://germanwatch.org/fr/
download/13503.pdf>

From its no. 1 spot in the 2015 index 
– meaning it was the most affected 
country – the Philippines has moved up 
to rank no. 4 in the 2016 index,33  which 
is based on data from 2014, a year 
after the country was hit by one of the 
strongest tropical cyclones to ever make 
landfall in recorded history, Typhoon 
Haiyan (Yolanda). Unfortunately, the 
Philippines already belongs to that 
category of countries that according to 
the index are recurrently affected by 
catastrophes. 

From 1995 to 2014, the Philippines was 
hit by 337 extreme weather events, 
resulting in a staggering 927 annual 
average fatalities and $2.8 million in 
annual average losses in purchasing 
power parity.

Resilience to 
climate change
At the close of 2015, environmental organization 
Germanwatch released its Global Climate Risk Index 
2016, which lists the countries most affected by 
extreme weather events in terms of death toll and 
losses per unit GDP. 

Earlier in 2016, the Philippines became 
one of the 196 signatory countries to the 
Paris climate change agreement, which 
serves as a long-term commitment to 
curb greenhouse gas (GHG) emissions 
based on each nation’s intended 
nationally determined contribution 
(INDC). The previous administration 
pledged to reduce GHG emissions by 
70% by 2030, with reductions coming 
from the energy, transport, waste, 
forestry, and industry sectors. 

Figure 14: Renewable Energy installed capacity (MW) as of 31 March 2016 

Source: Department of Energy

Hydropower Solar BiomassWindGeothermal

141.49 1,906.19 426.91 307.78 419.45
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Within his first month in office, however, 
President Duterte went on record to say 
that he will not honor the climate pact 
since it will hinder the country’s efforts at 
industrialization. The president is looking 
to establish more industrial zones all 
over the country in order to attract 
investors and ramp up development. 
Meanwhile, concerned government 
agencies such as the Department 
of Energy and the Department of 
Environment and Natural Resources 
(DENR) are working to arrive at a unified 
stand on climate change. 

Despite this reversal, the country has 
made headway in its efforts to mitigate 
the impact of climate change and bring 
about sustainable growth, particularly in 
the area of renewable energy (RE).

The World Bank recently approved two 
RE-related projects in the country worth 
US$67 million.34  The grant will allow local 
cooperatives to invest in RE and also 
bring power to remote communities and 
islands that are not connected to existing 
electricity grids. These efforts will help 
pave the way for the government’s plans 
for full electrification by 2020, and to 
triple RE installed capacity to at least 
15,000 MW by 2030.

Government programs to promote RE 
sources, such as the feed-in tariff rate 
for solar, wind, biomass, and hydro 
power, are also prompting more firms to 
consider investing in clean energy. Earlier 
this year, the country’s largest solar 
facility made up of more than 200,000 
solar panels spread across 160 hectares 
of farmland started generating enough 
energy to power the whole of western 
Batangas. The 63.3-MW Calatagan Solar 
Farm is expected to offset over 1 million 
tons of carbon dioxide with over three 
decades of operation.35  

The renewable energy firm that built the 
farm already has plans to construct more 
solar power facilities in Mindanao and 
Luzon, with the goal of completing 500 
MW of capacity by 2017. Five years ago, 
solar contributed only 1 MW of installed 
capacity to the country’s RE mix.36 

The Climate Change Commission 
(CCC) has also been tasked to lead 
a comprehensive review of the 
government’s energy policy, with an 
eye towards reducing the country’s 
dependence on coal for power 
generation. The CCC, along with other 
concerned government agencies, has 
until the end of the year to craft a clear 
government policy on coal-fired power 
plants and to include climate change 
adaptation and mitigation strategies in 
national and local development plans.  

The efforts seem to be paying off as 
the Philippines posted a significant 
improvement in this year’s Environmental 
Performance Index (EPI). The EPI ranks 

35 Doris Dumlao-Abadilla, “PH largest 
solar farm up in Batangas,” <http://
technology.inquirer.net/46928/ph-
largest-solar-farm-up-in-batangas>

36 Department of Energy, “Philippine 
Energy Plan 2012-2030”

37 Environmental Performance Index, 
“2016 Report,” <http://epi.yale.edu/
reports/2016-report>

Figure 15: Environmental Performance Index Ranking

Source: Environmental Performance Index 2016

34 World Bank, <http://www.
worldbank.org/en/news/
press-release/2016/05/12/
philippines-world-bank-approves-
two-projects-to-expand-
electricity-access-for-poor-remote-
households>

180 countries (178 countries in 2014) 
based on their performance on high-
priority environmental issues in two 
areas: protection of human health and 
protection of ecosystems. 

From a rank of 114 in 2014, the 
Philippines jumped to rank 66 this year, 
improving on all nine indicators covered 
by the index.37  Notably, the country’s 
score for the indicator Climate and 
Energy, which includes Trend in carbon 
intensity, improved by 45.25 points, for a 
total score of 80.98 out of 100.

The country made the smallest gain 
in the indicator Health Impacts, which 
assesses human health risks associated 
with unsafe water and sanitation, as well 
as household and outdoor air quality. 
From a score of 62.94 in 2014, the 
Philippines improved by only 0.67 points 
in this area to score 63.61 out of 100.

While progress has been made to 
adopt sustainable practices, more work 
needs to be done to prevent another 
devastation in the scale of the Yolanda 
aftermath. Efforts to decongest the 
National Capital Region, where 12.8% of 
the country’s total population resides, 
are critical to improving sanitation 
and air quality in major cities. The 
appointment of a new DENR secretary, 
a long-time environmentalist and anti-
mining advocate, has also bolstered 
expectations that environmental 
programs will be more effectively 
implemented and the preservation of 
natural resources will be prioritized. 

2014 
(out of 178)

Health 
impacts 110 108

Air quality 85 61

Water and 
sanitation 103 102

Water 
resources 130 98

Agriculture 162 79

Forests 70 50

Fisheries 64 61

Biodiversity 
and habitat 82 73

Climate and 
energy

103 43

2016 
(out of 180)

Overall 114 66
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38 Social Progress Imperative, “2016 
Social Progress Index,” <http://
www.socialprogressimperative.org/
global-index/>

Social Progress 
Index
The Philippines’ score for the 2016 Social Progress 
Index (SPI) improved marginally from last year, but 
the country slipped four notches to land on the 68th 
spot, remaining in the Lower Middle Social Progress 
category. 

The SPI is a comprehensive framework 
for measuring social progress, which the 
index defines as “the capacity of a society 
to meet the basic human needs of its 
citizens, establish the building blocks 
that allow citizens and communities to 
enhance and sustain the quality of their 
lives, and create the conditions for all 
individuals to reach their full potential.”

The framework is made up of three 
major dimensions: Basic Human 
Needs, Foundations of Wellbeing, 
and Opportunity. The performance 
of a country under each dimension is 
measured by drilling down to four related 
components, and a further three to five 
indicators per component.  

The country continues to perform well 
in the component Access to advanced 
education, emerging as the top 4 
over-performer – countries that are 
performing better than other countries 
with similar GDP per capita – in this 
component, ahead of both Canada 
and the United States. The country 
also over-performed in the component 
Personal freedom and choice, but under-
performed in the component Personal 
safety. 

This year, the Philippines registered an 
overall SPI score of 65.92 (from 65.46 in 
2015), with its biggest gain being in the 
dimension of Foundations of Wellbeing – 
up 3.16 points for a score of 72.02. Under 
this dimension, the country posted its 
biggest improvement in the component 
Environmental quality, up 18.92 points 
for a score of 68.85.38  

One of the major findings of this year’s 
SPI is that more and more young people 
are getting left behind in the effort to 
advance social progress: Over half the 
people living in low and very low social 
progress countries are under the age 
of 25. With the Philippines having a very 
young population – the median age 
stands at 23 – it is imperative that the 
public and private sector work together 
to address the country’s weaknesses, 
particularly in the component of Personal 
safety where the Philippines has been 
tagged as an under-performer, in order 
to give the next generations a better 
chance to thrive. 
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Philippines scorecard

Source: Social Progress Imperative

Conclusion
After a peaceful transition of power despite a highly 
divisive campaign period, the Philippines is settling 
down under a new administration and at the same 
time gearing up for major changes courtesy of a 
highly unorthodox leader. 
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Heeding the business community’s call 
for continuity, the Duterte administration 
has said it will honor all government 
contracts signed under the previous 
management, and that it will sustain 
infrastructure spending and the focus 
on good governance. But the President’s 
campaign promise to effect real change 
is also quickly coming to fore. 

During his first State of the Nation 
Address, the President once again made 
the case for a shift to a federal form of 
government. Soon after that, he made 
known that his preferred path would be 
through a Constituent Assembly, which 
would be given a year to draft a revised 
Constitution. The President is proposing 
creating 11 to 12 independent states, 
with poorer regions being grouped 
together with more affluent ones in 
order to assure that no province is left 
behind. This new Constitution would 
then be submitted to a referendum at 
the same time as the midterm elections 
in 2019, with the Philippines ideally 
having a federal government in place by 
the end of Duterte’s term in 2022. 

This shift would mark a sea change 
in the way public policy is crafted 
and revenue is generated all over the 
country. 

The current administration is touting 
federalism as the key to inclusive growth, 
allowing the would-be independent 
states to focus on their respective 
competitive advantages and customize 
policies that address their specific 
problems and challenges, and reducing 
the bureaucratic red tape attendant to a 
centralized form of government. 

But there are also concerns that this 
shift will only serve to consolidate the 
stranglehold that political dynasties 
already have over several jurisdictions 
in the country, and that there aren’t 
enough self-sufficient regions to make 
federalism work. 

The spate of extrajudicial killings 
that have been linked to the current 
administration’s war on drugs has 
also raised alarm bells regarding the 
country’s stability and the strength of 
the rule of law. 

For the most part, it seems Filipinos are 
giving the new President some leeway 
to define – and effect – his vision for 
the country. He began his term with a 
trust rating of 91% – the highest ever 
recorded by Pulse Asia Research since it 
started tracking public trust in 1999. No 
doubt the Philippines would benefit from 
Duterte’s plans, which are anchored on 
the idea of a clean government for all, 
particularly the marginalized. It would 
be unfortunate if any gains made from 
such an endeavor will be marred by 
serious human rights violations and an 
abandonment of due process. 
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