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I.  POST-WAR PERFORMANCE:  SUBPAR COMPARED TO PEERS
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Post-War and Recent Growth  vs Developing East Asia 

1960 – 2012 Philippines Developing
East Asia

Ave. Growth 4.1%  6.5%
Ave. Growth Per Capita 1.5% 5.6%

• Sustained Ave. Annual Growth Rates Over 5% Hardly Achieved Between 1950 and 
2000

• Mid 1980s – External Debt and BOP Crisis Caused Deep Recession
o Per Capita Income Shrunk by 23% and Took 20 Years to Regain Pre-Crisis Level   

• In Last Decade, Ave. Annual Growth of 4.9% Attained During 2003-2007

• High Growth in 2011 – 6.8% and 2012H1 – 7.6%
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Post-War and Recent Growth vs Developing East Asia
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II. CAUSES OF ECONOMIC UNDERPERFORMANCE 
VS  DEVELOPING EAST ASIA
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• Low Levels of Investment in Human and Physical Capital As Well as Technological Change
o Total Factor Productivity Contributed Negatively to Growth

• Investment Trend Stagnant or Falling
o Investments fell from 30% of GDP in the 1970s to roughly 20% in Recent Years

• In the Public Sector, Low Tax Revenue Effort and Weak Public Investment Management 
Prevented Healthy Levels of Investment in Infrastructure
o National Government Spending for Infrastructure Averaged Less than 2% Annually
o Underinvestment In Education and Health (Philippine Spending 7%, 5% and 1% Lower than 

Thailand, Malaysia and Indonesia)

• Weak Performance of Agriculture and Manufacturing Sector
o Lack of Market Competition (Import Substitution in 1960s, Monopoly or Oligopoly in 

agriculture, manufacturing, utility and transport sectors until mid-1970s) 
o Agriculture Failed to Modernize and Diversify
o Manufacturing Stagnated or Declined 
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III.  ECONOMIC STRUCTURE AND TRANSFORMATION
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Economic Structure and Transformation

A Service-Driven Economy

Sector (% to GDP) 1981 2012

Agriculture 21 11

Industry 43 32
o/w Mftg. 26 20

Services 36 57

Source:   NSCB
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Structural Transformation

Unorthodox Transformation

• Common Transformation - Agricultural > Manufacturing > High Skill Services

• Other Transformation Stories
o Growth in Agriculture (China from collective farming to household farming)
o Large Scale Labor Migration from One Sector to Another, Rural to Urban
o Rapid Transformation through development of labor-intensive and productive 

agriculture and export growth of manufacturing

• Philippines took a Uncommon Path:  Short Cut to Services Sector 
o Abundant Low-Skilled Labor from Weak Agriculture Sector Moved to Services 

Sector Which Became the Catch Basin for Large and Rapidly Growing Excess Labor 
o Majority Are in Low-Income, Low-Skill and Informal Occupations
o Services Sector Not Dynamic Enough to Provide Good Jobs (Secure, Higher Skill 

Levels, Better Incomes)
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Economic Structure and Transformation

Development Challenge: Poverty Alleviation and More Jobs

• Greater Investment Particularly in Agriculture and Manufacturing

• In Agriculture and Rural Sector – Complete Land Reform, Strengthen 
Household Ownership Protection and Envigorate Extension and Non-Farm 
Business

• Enhance Policy Environment to Liberalize and Promote Competition

• Embark on Massive Education and Health Services to Improve Skills and 
Productivity

• Intensify Physical Infrastructure Development - particularly for Land and 
Water Transport and More Efficient Power10



IV. RECENT DECADE 

• Increase in Economic Growth
• Key Sectoral Reforms
• Macroeconomic and Financial Strengthening
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Increase in Economic Growth
Broad-based growth

Decade of Healthy and Sustained Growth
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KEY SECTORAL REFORMS
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Structural and Other Developmental Reforms and Programs
Accelerating reforms to achieve sustainable and inclusive growth
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Structural and Other Developmental Reforms and Programs
Accelerating reforms to achieve sustainable and inclusive growth
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Structural and Other Developmental Reforms and Programs
Accelerating reforms to achieve sustainable and inclusive growth
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Structural and Other Developmental Reforms and Programs

1990s 
• Liberalization of the Telecommunications Industry
• Privatization of Water Services
• Deregulation of the Oil Industry

2000s
• Liberalization of the Power Sector
• More Effective Monetary and Banking Management by 

Bangko Sentral
o Inflation Targetting Framework
o Basle 2
o Risk-Based Bank Supervision

• Passage of Expanded Value Added Tax Law

Landmark Policy and Regulatory Reforms Undertaken in Key Sectors For 
Economic Competitiveness and Sound Macroeconomic Management
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Structural and Other Developmental Reforms and Programs

2010-2013YTD
• Improvements in Doing Business
• Open Skies Policy (Outside Metro Manila)
• Passage of Amendments to Sin Tax Law (Alcohol and 

Tobacco)
• Foreign Ownership of Rural Banks (Up to 60%)

2013 and Beyond
• Rationalization of Fiscal Incentives
• Rationalization of Mining Fiscal Regime
• Amendment to the Cabotage Law
• Various Public Infrastructure Development Reforms 

Including Improved PPP Framework

Landmark Policy and Regulatory Reforms Undertaken in Key Sectors For 
Economic Competitiveness and Sound Macroeconomic Management
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Attracting Investment in Mining
Investment in the Mining Sector will Support Revenue in the 

Medium Term
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V.  MACROECONOMIC AND FINANCIAL STRENGTHENING
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Sound Macroeconomic Fundamentals Supported this
Good Performance
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Sound and Stable Inflation Environment
Refinements in inflation targeting mechanism have allowed BSP 
to tame inflation and meet the target for four consecutive years
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Robust External Profile – A Key Sovereign Strength
Structurally strong balance of payments bolsters external finances
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Current Account in Surplus Despite External Challenges
Strong structural support provided by remittances, tourism, and BPO
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Robust External Profile – A Key Sovereign Strength
International reserves provide strong buffers to any BOP problems
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Improved Fiscal Metrics Across the ROP
Creating a sustainable fiscal revenue and spending path
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ROP Funding Becoming Increasingly Domestic
Increasing reliance on domestic financing sources
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Prudent Liability Management
Increasing reliance on domestic financing sources and improved 

debt sustainability
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And Poverty Reduction to Achieve Inclusive Growth
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