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An Assessment of the Economic Performance
of the Administration of Benigno S. Aquino III

1. Introduction

The Philippines was supposed to have made a 
significant breakthrough in economic growth and 
development during the administration of Benigno 
Aquino III (nicknamed PNoy) from 2010 to 2015.  No 
more ‘sick man of Asia’-- headlines declare.  But from 
a long term perspective, is the PNoy period really a 
hallmark period when the Philippine economy would 
leapfrog into genuine economic development?

Let us give first a context before PNoy came into 
power. The GMA government had adequate 
growth especially compared to the previous Erap 
administration. But the author sees this mainly as a 
lucky result of the booming global economy from 2002 
to 2007 partly due to low global interest rates, the 
booming BPO (business process outsourcing), a good 
global environment for exports, and most especially 
the steep increase in Overseas Filipino Workers’ 
(OFW’s) remittances during the GMA administration 
which stimulated domestic consumption.

Most of the GMA years, however, were rocked with 
corruption scandals and actual coups or mutinies 
that did not succeed. The instability brought about 
a growth that is bereft of any economic confidence 
and genuine economic transformation. Furthermore, 
the Arroyo government ended with the Great Global 
Recession of 2008-9 where the Philippines was 
hard hit, with investments and exports going down 
significantly in 2009.

This is in sharp contrast with most of Aquino’s years in 
office which was marked by high confidence from 2010 
to 2014.  The Aquino Administration enjoyed high 
popularity partly due to the popularity of ex-President 
Corazon Aquino, whose death spurred her son to 
run for President.  It also projected a corruption-
free Presidency despite perceived anomalies among 
some of his Cabinet members and local government 

allies. Most importantly the Philippines won several 
sovereign credit upgrades from Moody’s and Fitch 
that made the country’s debt investment grade.  This 
was due to successful fiscal reforms which reduced 
the fiscal deficit substantially (especially with the 
successful enactment of the ‘sin’ taxes against 
cigarettes and alcohol products) as well as foreign 
investors’ perceived improvement in governance and 
sincere efforts to fight corruption. Business confidence 
boomed even as the global economy remained 
lackluster. 

This paper proposes that apart from the continuing 
conducive circumstances allowing the GMA 
government to grow (continuing OFW remittances, 
a growing BPO sector and low global interest rates), 
business and investors’ confidence (both foreign 
and local), as well as  government investments and 
expenditures, were primary factors of higher growth 
under the PNoy government.

It must be pointed out that the full year 
macroeconomic data is available only until 2014, as 
of the time of writing (end-2015). Thus our economic 
analysis does not yet include the critical and difficult 
year of 2015. The analysis comprises only the ‘good’ 
years of the PNoy Administration but the latter section 
of the paper will have a postscript of the growth 
performance for the full year of 2015.

To begin our analysis, we first look at the nature 
and quality of the economic growth of the PNoy 
Administration (2010 to 2014) compared to the last 
two administrations.

2. Economic Indicators of the Erap, GMA  
 and PNoy Years

We now try to compare GDP indicators of the 
three successive administrations – that of Estrada 
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(nicknamed ‘Erap’), Arroyo (nicknamed ‘GMA’) and 
Aquino (nicknamed PNoy).

2.1 GDP and Its Components

First let us look at the traditional indicators of the 
macroeconomy, GDP and its components. The author 
decided that since 2009 was really a very bad year due 
to the Great Recession worldwide, we should not blame 
the GMA administration for the near zero growth during 
that year.  Furthermore, 2010 is split between the GMA 
and PNoy administration and is a very high growth year 
due to the brief euphoria based on a false belief that 
the problems brought about by the Great Recession 
was over. This was the aftermath of the big stimuli of US 
and China, the stabilization of the US financial markets 
and the start of the recovery of the US economy – all 
external factors.  Thus 2010 was not included in the 
years of any administration.  Table 1a gives us the 
average weighted growth rates and share contribution 
of the expenditure items to GDP growth.2

Table 1b gives us the equivalent figures for GDP 
components broken down by broad economic sectors.

We can see that Erap had the lowest growth average 
for his brief stay in government (3.46%). This is a bit 
unfair to Erap because 1999 was the year when the 
Asian crisis was just ending and 2001 was a world 
recession year (led by the US).  But the political 
crisis that beset him which led to his overthrow also 
contributed no doubt to the lower growth, especially 
in 2001.

It is more interesting to compare the GMA 
administration and PNoy administrations since both 
periods brought relatively good GDP growth on the 
average.  Excluding the ‘uncontrollable’ years (2009 
and 2010), the GMA period gave us an average of 
5.16% GDP growth from 2002 to 2008 while PNoy’s 
period delivered so far an average of 5.93% growth 
from 2011 to 2014. This is 0.77% higher average 
growth for PNoy’s period. It is important to point out 
that with the above years, the analysis is weakened by 
the fact that the GMA period consists of 7 years, while 
that of PNoy consists of only 4 years. 

PNoy’s average growth was brought down in 2011 
when its growth fell to 3.6% from 7.63% in 2010. 

2 Weighted growth rate of a particular component is the share of that 
component to total GDP in the previous year multiplied by the growth 
rate of that component for the particular year being considered.

This is partly due to the rise of the EU debt crisis as 
well as the small government spending in 2011. The 
government introduced the Disbursement Acceleration 
Program in October 2011 to facilitate government 
spending, which went up considerably in 2012 to 2014 
(the high growth years). Thus the PNoy years of 2012 
to 2014 were periods when government consciously 
used increased economic confidence as well as 
increased government investment and government 
expenditure to drive growth upwards. This is worth 
praising since the global economy cannot be relied 
on to deliver externally driven growth in the country. 
More on this in the next section.

2.1.1 PNoy Growth Not Export-Led but Domestic 
Led: Investment and Government 
Expenditures

In Table 1a, it could be seen that the weighted 
growth rates in household consumption, government 
consumption expenditure, and fixed capital formation 
(or gross investments) were highest during the PNoy 
period. At the same time, export growth as well as 
net export growth was highest during GMA’s period 
with the PNoy period registering the lowest export 
growth. Thus the PNoy high growth performance 
depended more on growth in the domestic economy 
and domestic demand rather than external demand. 
This of course was due to the aftershocks of the 
Great Recession in the US, the EU debt crises and 
slowdown in Japan and China -- all important export 
markets for the Philippines. But the high confidence in 
the Philippine economy resulted in higher growth in 
consumption, investments and government spending.  
This debunks the theory of the export-led growth 
strategy. The more participative role of government in 
spurring domestic demand should also be noted as the 
Philippines became fiscally stronger.

It can be seen also in Table 1a that the share 
contribution to growth3of personal consumption is 
practically the same for the GMA and PNoy period 
even if its growth was higher during the PNoy period. 
What is different is that PNoy’s growth relied more 
in growth of gross investments and government 
expenditure while GMA growth relied more on export 
and net export growth. This still supports the domestic 
demand oriented growth of the PNoy government. It 
may be further conjectured that the lower investment 

3 The share contribution to growth is the share of that item to the growth 
rate of GDP.  It is the weighted growth rate of the particular item as a 
share to GDP growth rate.
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growth during the GMA period may be partly due to 
the scandals faced by the Administration, while the 
higher investment growth during the PNoy period 
owes much to the higher economic and political 
confidence in 2011 to 2014. 

2.1.2 Higher Growth in Industry and 
Manufacturing: More Conducive to Industrial 
Policy

In Table 1b, it is clear that average weighted growth 
rates of the agriculture /forestry/ fisheries sector is 
declining continuously from Erap’s period, to GMA 
period, to PNoy’s period. This is also true with its share 
contribution to growth. This fact points to problems 
with climate change and the declining productivity of 
the agricultural sector. 

PNoy has the highest average weighted growth and 
share contribution of industry and manufacturing even 
as services continue to be the greatest contribution to 
growth. 

In summary, it seems that growth triggered by high 
confidence can be consistent with domestically 
generated growth and does not have to be export-
led. This means relying more on growth in gross 
investments and government expenditures and higher 
growth in industry and manufacturing instead of 
relying just in growth in services. This makes it more 
conducive to a more rational industrial policy strategy 
based on domestic demand and domestic industries to 
achieve growth and development.

2.1.3 More Moderate Contribution of OFW 
Remittances to Gross National Income Growth Under 
PNoy

In Table 2, we look at the role of OFW remittances in 
the country’s growth during the three administrations. 
GDP plus net primary income (made up mainly of OFW 
remittances) give us the Gross National Income (GNI). 
Table 2 gives us the growth rates of these three items 
and the average (non-weighted) growth rates during 
the relevant years of the three administrations. At first 
glance, it seems that the growth rates of net primary 
income were much higher during the Erap and GMA 
periods. The low growth in net primary income during 
the PNoy years seems to have made the average growth 
rate of GNI during the PNoy years lower than GMA’s, 
despite the higher average GDP growth. The note in 
Table 2, however, states that the growth rates for 1999 

to 2010 and the growth rates for 2011 onwards are 
from two different sources of NSCB. This is due to the 
rebasing of the base year from 1985 to 2000 starting 
2011. Thus the net primary income and GNI data for the 
PNoy years are not comparable to the previous years. 

Because of this, we conclude that OFW remittances 
during the PNoy period continued to fuel domestic 
consumption, but this is more moderate and 
contributed less to economic growth than during the 
GMA period. 

2.2 Unemployment and Underemployment

This paper will mainly use the government estimates 
of unemployment and underemployment, as well as 
some mention of the jobless rates derived from the 
Social Weather Stations surveys. 

2.2.1 Some Moderate Improvements in  
 Employment

Table 3 presents the employment statistics from April 
2005 to January 2015 based on the Labor Force Survey. 
Note 3 of Table 3 says that the definitions had been 
changed starting April 2005 and so the statistics would 
not be comparable with previous surveys. Thus, it would 
be difficult for the little resources we have to extend our 
analysis to the Erap administration and before.

Looking at the table, it seems that the employment 
situation improved during PNoy’s term during 2014 
and first quarter of 2015. Most of the quarterly 
surveys showed reductions in unemployment and 
underemployment from April 2014 to April 2015. This 
allowed the unemployment and underemployment 
picture to improve from 2010 to 2015 – the entire 
Aquino period. The fall in the unemployment rate 
in Table 3 is more definite, though not very big – 
from about 7.3% to 8% in January and April of 2010 
to 6.6% to 6.4% in January and April of 2015.  The 
reduction in underemployment is even smaller, with 
no improvement from April 2010 to April 2015, and a 
deterioration from July 2010 to July 2015.

2.2.2 The Jobless Rate Is Reduced in March 2015  
 With Stagnant Changes Before: SWS

In the recent Social Weather Stations (SWS) surveys 
on joblessness, 25.4% of adults interviewed said they 
were jobless on the average in 2014 (GMA News 2015) 
not statistically different from the 25.2% corresponding 
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figure in 2013. On Q4 of 2014, the unemployment rate 
was 27%, not significantly better than the 27.5% in Q4 
of 2013. But the jobless rate fell to 19.1% in the first 
quarter of 2015 (see Valente 2015). Since this is just a 
one-survey improvement, a definite trend is not yet for 
certain using the SWS surveys.

2.3.  Poverty

2.3.1 Improvement in Poverty Not Impressive

Table 4 gives us the poverty incidence of the 
population based on the government’s Family and 
Income Expenditure Survey (FIES). The setting of 
the poverty threshold level – which determines 
the definition of poverty – had been changed. The 
poverty incidence based on the old definition and new 
definition of the poverty threshold is given in the table. 
Even if we use the old definition of poverty in 1991 
(the old definition has a higher estimate of poverty), 
we will not achieve the Millennium Development 
Goal of halving poverty in from 1990 to 2015.  This is 
because achieving a poverty incidence of around 20% 
in 2015 is practically impossible. 

One can see in Table 4 that the country recovered 
from the havoc of the Asian crisis when poverty was 
reduced from 28.4% in 2000 to 24.9% in 2003. Despite 
this improvement during GMA’s early years, poverty 
increased in her later years, worsening to 26.6% in 
2006 and remained over 26% in 2009.

There was a slight improvement during the early years 
of PNoy when poverty incidence fell slightly to 25.2% 
in 2012, but 2012 was too early in PNoy’s term. The 
general feeling that the high growth had not filtered 
down to the lower income sectors continue to haunt 
the PNoy administration partly due to the SWS surveys 
that seem to indicate joblessness and poverty (both 
poor and food-poor, the latter indicating hunger) 
remain very high (see Figures 1 and 2, where self-rated 
poverty incidence continues to hover above 50%, and 
the food-poor incidence hovered around 40% until 
2015). In the 2014 State of the Nation Address (SONA) 
of the President in July 2014, he stated that there had 
been substantial poverty reduction in 2013. Poverty 
incidence of the population, he said, went down 
substantially from 27.9% in the first semester of 2012 
to 24.9% in the first semester of 2013 (this was later 
updated and corrected to 24.6%).   The claim backfired 
in 2015 when the first semester poverty estimate of 
APIS showed that poverty incidence had increased 

from 24.6% in 2013 to 25.8% in 2014 (see Philippine 
Statistics Authority (2015b)). The President did not 
mention any improvement in poverty anymore in his 
SONA of July 2015. PNoy’s Social Welfare Secretary 
Dinky Soliman quickly blamed the deterioriation in 
government-estimated poverty in the first semester of 
2014  on uncontrollable high food prices during 2014 
as a result of devastation of the super typhoon Yolanda 
(international name Haiyan) and the high garlic prices 
brought about by hoarding and cartel-like behavior of 
some big garlic suppliers.

2.3.2 Self-Rated Poverty Remains Above 50%; Food 
Poverty Improved Only in March 2015

Meanwhile the SWS surveys continue to show 
that self-rated poverty continue to exceed 50% of 
respondents (see Figure 1).

Figure 2 meanwhile shows that those who consider 
themselves food-poor display the same trend as 
that of the generally poor of Figure 1. The incidence 
of those who said they were food-poor hovered 
around 40% of Filipinos surveyed. There was only a 
moderate improvement in the first quarter of 2015 
when this incidence fell to 36%. But again this does 
not yet reflect a clear trend, since it is just based on 
one survey in time.  Thus the general feeling that 
PNoy’s high growth had not significantly benefited the 
majority of the ‘bosses’ lingers on.

3.   Growth and Human Development

In April, 2015, the Social Progress Index Global Survey 
results for 133 countries were released by Washington-
based Social Progress Imperative (Flores 2015). It 
showed the Philippines’ score remaining stagnant 
and its rank deteriorating from 56 to 64 out of 133 
countries from 2014 to 2015. It scored well (compared 
to countries with similar GDP per capita) in personal 
freedom and choices, access to basic knowledge and 
tertiary education as well as growing information and 
communication technology, but scored badly in basic 
human needs (especially personal safety) and some 
health indicators such as premature deaths from 
non-communicable diseases and obesity rates. It also 
fared badly in the ecosystem sustainability component 
(especially depletion of water resources) and press 
freedom. The Social Progress Index shows very clearly 
that strong economic growth doesn’t necessarily 
translate to better social progress and better provision 
of basic needs.
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3.1 The Conditional Cash Transfer Program

It is elementary teaching in any basic economics 
undergraduate class that high GDP growth rates do not 
translate to better income distribution and significantly 
higher human development. The latter depends on the 
government’s social services policies, environmental 
programs, gender programs, anti-poverty strategy, and 
a more regionally equitable growth with impact in the 
employment front. The human development strategy 
is a comprehensive policy of which GDP growth is but 
one important component. The quality of economic 
growth depends crucially on this.

The PNoy government’s main anti-poverty strategy is 
a continuation of the conditional cash transfer (CCT) 
program of the GMA administration. The PNoy program 
is called the Pantawid Pamilya Pilipino Program (or 
4Ps).  The CCT program is a cash transfer program 
targeting poor families and providing cash subsidies or 
transfers with the following conditionalities: 1) children 
in elementary education should not stop schooling and 
should attend at least 85% of their classes, 2) mothers 
should avail of maternal health care. The program has 
been promoted and partly funded by the World Bank, 
not only in the Philippines, but in many developing 
countries, especially Latin American countries. In the 
Philippines, the families are given around P1400 per 
month for their health and education needs. In recent 
years, the program has been expanded to include high 
school students.

By July 2014, the program has covered 4 million 
families and at least 10 million children and youths 
aged 3 to 18. In mid-2014, the budget allotted to 
the Department of Social Welfare and Development 
(DSWD) for 2015 reached P64.7 billion compared 
to P62.6 billion for 2014. Some legislators question 
the effectiveness and efficiency of such an expensive 
program since the poverty and employment situation 
has not improved substantially from the GMA period 
up to the present, despite adequate economic growth. 
(See Gavilan 2014)

DSWD Secretary Soliman defended the program by 
stating that the program has a long lag time for it to 
affect poverty and unemployment. The unconvinced 
legislators questioned whether the economy is 
generating enough jobs that match the qualifications 
of the youths entering the labor market. But Secretary 
Soliman pointed out that the program is succeeding in 
facilitating more youths to finish schooling.

There are those who claim that the CCT program 
fosters mendicancy and dependence on dole outs 
without tackling the real causes of poverty.  But the 
government found supporters in Orbeta and Pacqueo 
(2013) that produced a research that showed that, 
instead of mendicancy, the program increased 
poor families’ desire to work and to improve their 
education.

The controversy narrows down to whether the 
eventual impact of CCT (or the 4P’s) on eradicating 
poverty is large enough to justify the expensive 
program.

3.2   Provision of Social Services

Any success in the CCT program, beyond the debates 
that were discussed in the previous section, critically 
depends on the quality of social services accessible to 
low-income families. The subsidies or cash transfer, 
as well as the conditionalities, will not translate into a 
more literate and more knowledgeable or a healthier 
citizenry if the education and health facilities catering 
to low-income and indigent groups are inadequate and 
sub-standard. 

In the education sphere, the overcrowded situation in 
public schools, especially elementary schools, remains. 
Many areas in the rural hinterlands have no access 
to near-by schools, and children have to walk several 
kilometers (sometimes mountains and rivers) to reach 
their schools. The pay of public school teachers is 
still very low. Thus the quality of basic and secondary 
education is not expected to improve. Public colleges 
and universities remain under-financed with their 
budgets heavily constrained. All of these difficulties 
continue despite fiscal improvements.

In the health sphere, there are serious plans toward 
improving the PhilHealth Insurance system, but the 
important reforms have not been implemented. 
There is a raging controversy on the government’s 
plan of employing Public-Private Partnerships (PPPs) 
to improve access to and quality of health services, 
including the Universal health insurance scheme for 
the indigents and low-income groups. 

At the center of another controversy PPP has brought 
about is the privatization plan for several national 
and local government hospitals. Drawing most noise 
are the modernization and privatization plans for 
the Philippine Orthopedic Center (the only national 
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public hospital for bone trauma and bone diseases) 
and the Fabella Memorial Hospital (the only public 
maternal care hospital). Health groups and legislators 
complain loudly that modernization and improving 
efficiency of public health care facilities will be at the 
expense of free or cheaper access to health facilities 
as the pricing of health services goes up significantly 
for the lower income groups. The government will 
be shirking on its responsibility of upgrading and 
providing easier access to public health services. (See 
Romero 2015)

There is also a lot of room for improvement in other 
social services such as day care centers, shelter for 
street people, and social services for street children. 

Finally the government also has not done enough to 
improve environmental sustainability as the results of 
the Social Progress Indices reveal (The Social Progress 
Imperative 2015). Most urgent are the depletion of 
water and natural resources, the inadequate control of 
the pollution of the air, seas, rivers and lakes as well as 
the lack of waste and sanitation management. There 
has been, however, some earnestness in the efforts 
towards improving risk and disaster management due 
to climate change.

4. Foreign and Business Sector Perspective: 
Strong ‘Macroeconomic Fundamentals’, 
Improving Governance, Inadequate 
Infrastructure and Continuing Weaknesses in 
Government Standards and Political Stability

Let us now move to issues of macro fundamentals, 
infrastructure, governance and economic 
confidence. 

No doubt between 2011 to 2014, foreign investors 
and credit rating agencies had been raving about the 
Philippines improved governance especially in fiscal 
reforms. The sovereign credit ratings upgrade and 
higher government expenditures had contributed to 
the high confidence and high economic growth. 

A key evidence of the Philippines ‘darling’ status 
to foreign investors and lenders is the change 
in the ranking of the Philippines in the Global 
Competitiveness Report of World Economic Forum 
(WEF) in terms of overall ranking and in individual 
areas (see Schwab and Xavier Sala-i-Martin 2014). 
From 2010 to 2014 the Philippines overall ranking 
improved from 85 to 52 (33 ranks). From 2013 to 2014, 

it moved up 7 ranks (59 to 52). Here are the other 
bright spots the foreign and business sector liked:

•	 In the governance area, Philippines 
jumped 50 ranks from 117 to 67 from 
2010 to 2014.

•	 In ethics and corruption, RP jumped 54 
ranks from 135 to 81. 

•	 Also there was substantial improvement 
in the Philippines’ score in government 
effectiveness and protection of property 
rights

•	 There was a significant improvement 
in technological adoption (especially 
digitally connected), rising 8 notches to 
rank 61 from 2013 to 2014.

However there were still areas where the foreign 
investor and business sector remain quite 
unimpressed:

•	 Infrastructure (we are stuck in rank 91) 
– a reminder of the power shortages 
in Mindanao, the horrendous traffic 
congestion in Metro Manila, the 
embarrassing national airports, and the 
general lack of infrastructure in the rural 
and remote areas.

•	 Very poor rating for airport 
infrastructure (rank 108), seaport 
infrastructure (rank 101).  

•	 Business is scared of Philippines’ overall 
peace and order/ security situation 
(rank 89) and the threat of terrorism on 
businesses (110).  

Overall in the 2014 Global Competitiveness Report, 
The Philippines’ ranking (52) is in the middle of ASEAN.  
Behind us is Vietnam (rank 68) and far behind Laos 
(93), Cambodia (95) and Myanmar (134). Far ahead 
of us are Indonesia (34), Thailand (31), Malaysia (20) 
and Singapore (2).  Just for additional information, 
China’s ranking was #14. Most impressive is the rating 
that Indonesia achieved, having an income per capita  
below the Philippines and after almost sinking during 
the Asian financial crisis in 1997-1999.

In the third week of March 2015 Fitch maintained 
the Philippines’ foreign currency default rating as 
minimum investment grade BBB-, and BBB outlook 
for domestic currency default rating leading to a 
‘stable’ outlook (Reuters 2015). Positive factors are 
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1) the high economic growth spurred by the Business 
Process Outsourcing (BPO) sector and inflows of 
OFW remittances (Fitch gives us the same factors 
leading to the adequate economic growth of the 
GMA administration), 2) other good macroeconomic 
performance such as improving employment picture 
and fiscal strengthening, high credit growth and 
abundant liquidity, and 3) strong external position with 
current account surpluses, growing foreign reserves 
(due mainly to OFW remittances), and declining debt 
to GDP ratio.

However, Fitch points to some weaknesses. This 
includes continuing weak government standards, 
as shown by the Philippines bad rating in the World 
Bank’s scores in Ease of Doing Business and Political 
Stability. Per capita income is still quite low compared 
to countries with BBB ‘stable’ rating. 

Even as Fitch says upgrades in the future may come if 
the strong points mentioned above continue -- i.e. if 
government standards and political stability outlooks 
improve, if government revenue base is broadened 
to make fiscal stability more permanent, and if the 
Philippines’ per capita income continues to catch 
up with that of other BBB ‘stable’ countries. But at 
the same time, it warns of possible downgrades if 
the economy overheats, if reforms are reversed and 
if government standards deteriorate.  With respect 
to the economy overheating, in July 2014 (GMA 
News Online 2014), Fitch in their assessment of the 
Philippines’ lenders’ credit standing, pointed to the 
possible excessive lending by the banking sectors 
to the property sector which may lead to an asset 
(property) bubble that may eventually burst.

In summary, all the growth is confidence-led especially 
due to fiscal reforms and perceived governance 
improvements.  As even Fitch acknowledges, the 
confidence will vanish once the reforms (including 
governance improvements) are reversed and if there 
is a real property bubble that will burst. In fact, it 
is precisely these dangers that the Philippines is 
particularly vulnerable to in the most recent period.

5. Can Economic Confidence Continue?

In 2014-2015, signs that the confidence of improved 
governance following the ‘Daang Matuwid’ path of 
the PNoy Administration is in grave jeopardy.  First, 
the Supreme Court ruled in February 2015 that 
the Disbursement Acceleration Fund (DAP) was 

unconstitutional.  This led to: 1) a big reduction in the 
government’s ability to pump prime the economy, 2) a 
perception that the President and his Budget Secretary 
Abad were part of the pork barrel system (‘dole outs’ 
to Congress people in the form of disbursements 
for local projects). This may partly explain the 
slower (though still impressive) 6.1% growth in 2014 
compared to a 7.2% growth in 2013.

The biggest fall in confidence in the PNoy government 
came in January 2015 when 44 SAF police members 
were killed by Muslim rebels in Mamsapano, 
Mindanao during their operation where they killed 
an alleged international terrorist known as ‘Marwan’.  
The President’s perceived non-transparent and lame 
explanation of his role and his delegation of powers 
to the suspended police chief and close friend Alan 
Purisima -- aggravated by his absence during the 
arrival of the cadavers in the Metro Manila airport 
led to widespread dismay and dissatisfaction.  The 
Board of Inquiry investigation of the Philippine 
National Police (PNP) and Senate investigation 
put the responsibility and blame squarely on the 
doorstep of the President. Coup rumors started 
to spread again in early 2015, allegedly involving 
the President’s own uncle and aunt. The almost 
concluded peace talks with the Moro Islamic 
Liberation Front (MILF) is now in jeopardy, and the 
bill of the BangsaMoro Basic Law (BBL) needed to 
conclude the peace talks has very little prospect of 
passing Congress in its present form.

But the biggest fear haunting most business sectors 
is the uncertainty concerning who the next President 
of the country will be. The leading candidates (as of 
end- 2015) are  candidates largely believed to have 
perpetrated maldiversion of funds or vigilante killings 
of drug dealers.   The preferred presidential candidates 
by both domestic and foreign investors are a popular 
lady senator, who is facing strong disqualification 
cases on citizenship and residency issues, and PNoy’s 
candidate who trails badly in the surveys and polls.  
The confidence on the post-Aquino Administration 
therefore is waning fast.

Can the economic fundamentals and strong economic 
confidence within the business sectors (especially 
foreign sectors) and the consumers be delinked from 
the political shockwaves? In surveys by the SWS and 
Pulse Asia, confidence among business people and the 
citizenry on the economic future remains strong.  But 
there is uncertainty in the future given government’s 
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seeming inability to tackle infrastructure problems 
– a continuing power crisis in Mindanao as well as 
drastically deteriorating traffic congestion in Metro 
Manila. 

5.1 Slowdown in Philippine GDP Growth

The GDP growth rate of 2014 was 6.1%, below the 
government target of 6.5% to 7.5%.  This contrasts 
with the unexpectedly high GDP growth years of 
2012 and 2013, wherein growth were 6.8% and 7.2%, 
respectively, which were way above the market and 
government’s expectations. Still the good years of 
2012 – 2014 saw the Philippine GDP growth as second 
only to China in the East Asian region. But the growth 
rate of 2015 is most certainly going to be lower than 
that of 2014.

In the last week of January, 2016, the Aquino 
Administration published the national income accounts 
of 2015, a month earlier than when they were 
supposed to.  Table 5 shows the GDP components and 
their growth rates in 2015 compared to 2014. The 
results show:

a) The GDP growth rate of 2015 was lower than 2014, 
showing a decreasing growth trend in the GDP 
for the PNoy government, especially in the last 
two years. GDP growth fell from 6.1% in 2014 to 
5.8% in 2015. Both growth rates of 2014 and 2015 
missed the government’s targets. The 6.1% GDP 
growth in 2014 fell short of the 6.5-7.5 percent 
target. But the GDP growth of 5.8% in 2015 was 
way off the government target of 7-8 percent. This 
shows how far the government’s planners were in 
recognizing the economic and political bottlenecks 
faced by the Philippine economy.

b) It is clear that the main cause of the lower growth 
in 2015 is the large fall in the growth of exports 
and increase in the growth of imports. This made 
net exports fall quite hard. The marked slowdown 
of China, stagnant economy of the European Union 
and slower growth in East Asia – all had adverse 
impact to Philippine exports.

c) Partly counterbalancing the unattractive external 
markets were the high government spending, 
stirring the growth rate of fixed capital (or total 
investments) because of the government’s high 
investments. Again the PNoy government used 
domestic ammunition to try to counter the difficult 
external environment. Thus, since 2012, the 

PNoy government had been using fiscal stimulus 
to counter an unfriendly global economy. This 
intentionally or unintentionally made the economy 
more dependent on domestic demand, which 
should have been conducive to industrial policy.

d) On the production side, it can be seen that the 
latest growth rates of industry and manufacturing 
in 2015 showed a marked decrease compared to 
the corresponding growth rates of 2014. Instead 
services grew very fast and became the engine 
of growth in 2015. The impressive growth of 
manufacturing and industry in 2012 to 2014 could 
not be sustained and the growth had to revert 
back to relying more on services again. This could 
be partly because of the strong slowdown in 
exports, and the lack of government initiative to 
try to make manufacturing a leading sector -- in a 
sense, a lack of industrial policy. Furthermore the 
loss of confidence in the PNoy government due 
to the Mamasapano fiasco, the worsening traffic 
situation in Metro Manila, and the uncertainties 
of the May 2016 presidential elections might have 
reduced businessmen’s initiative to invest and 
further expand into manufacturing.

e) The growth of Gross National Income (GNI) 
continues to trail the growth rate of GDP in both 
2014 and 2015. This implies that, although still 
significant, the OFW remittances under PNoy is 
not that strong a driver of growth as it was under 
GMA. In fact the growth of GNI is lower than the 
growth of GDP, indicating that growth in external 
primary income (mostly OFW remittances) is 
weaker than GDP growth. The lower growth in 
OFW remittances may become even more serious 
in 2016 as low world oil prices may drive many 
Middle Eastern countries (especially Saudi Arabia) 
to retrench and layoff many Filipino workers 
contracted to oil companies and their affiliates.

f) The domestic problems of the Philippines is 
happening as the global environment has become 
even more threatening. The financial markets 
decline and volatility due to the continuing 
decline in the Chinese economy, the increase and 
expected additional increases in the US Federal 
interest rates, the stagnation in EU and Japan, 
and the general slowdown in Asia and emerging 
Markets – all point to the tremendous challenges 
to the Philippine economy. The uncertainty of 
the May 2016 presidential elections, and the high 
prospects that a “bad” candidate may win has 
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made the Philippines one of the biggest losers in 
the world equity market rout.

6. Missed Opportunities?

We have seen in earlier sections that high growth 
due to strong economic confidence in the PNoy 
years improved performances in investments, 
industry and manufacturing sectors. Furthermore 
the domestic economy and domestic demand was 
leading the growth of the economy. This is of course 
praiseworthy but may not be sustained in the final 
stage of the Administration, as was just discussed. 
The lesson learned here is that macroeconomic 
confidence cannot last long without actual increased 
employment, increased technological productivity and 
competitiveness of the economy

What may be topic of another paper is whether 
the government could have deepened economic 
development by consciously improving the technology, 
productivity, interconnectedness of the economic 
sectors and regions of the country. The government 
seems to have concentrated its economic policies on 
gaining macroeconomic confidence and increasing 
the GDP growth rate by increasing government 
investments and expenditures. This is a worthwhile 
endeavor, but will not lead to long-run economic 
development if the economic sectors and firms do 
not improve in terms of employment absorption, 
productivity improvements, interconnectedness 
and upgrading to more sophisticated technology 
and innovative products – a more sectoral and 
microeconomic achievement. There is no clear signs 
in the more than five years administration of the PNoy 
government that Philippine products and industries 
have become more sophisticated and competitive. 
Regional development of backward and poor areas 
remain unrealized and these areas remain isolated 
from the core of the economy. 

The PNoy government also did not generate a general 
perception that the high economic growth it achieved 
translated into better quality of life for the majority of 
the lower income groups. We had seen that self-rated 
poverty and hunger did not go down significantly in 
the first five years of the administration. This of course 

is associated with the perceived lack of regional and 
local development of backward areas, the perceived 
lack of improvement in health, education and other 
social services, and most strikingly, the failure to finally 
end the agrarian reform program with massive and 
widespread distribution of agricultural lands to the 
small peasants and tenants.
This initial assessment seems to be overly harsh on the 
PNoy Administration. But if a government claims it is 
effecting big economic and political transformations in 
the country, the weight of the claim must be matched 
by intense scrutiny and strict evaluation.
In the end, the PNoy Administration’s ‘Daang Matuwid’ 
Program is being threatened with the possible victory 
of a new Administration that will reverse whatever 
achievement it has achieved, possibly bringing 
back a regime rocked with corruption charges and 
bringing down whatever gains were won in bringing 
confidence to the Philippine economy. One can ask, 
how can the PNoy government, with such high claims 
of achievements, come to this? One can only answer 
this with, first, the inability of the PNoy Administration 
to practice its own principles of ‘Daang Matuwid’. 
It continued policies that bred corruption and non-
transparency (the lack of reforms and cleaning up of 
government agencies such as the Bureau of Customs, 
Department of Transportation, etc.) and allowing 
powerful political allies to continue their corrupt and 
inefficient ways (the defense of people close to the 
President in, for example, the Mamasapano fiasco, the 
MRT mismanagement, and so on). 

But more importantly, there is a lack of political 
will to institutionalize, in the political and economic 
realms, a system of transparent, honest and efficient 
governance, and a system of continuing economic 
confidence supported by improving productivity 
and innovations in the industries. The lack of a 
strong political party that espouses change and 
transformation, the lack of will to push the Freedom 
of Information Act, and the lack of an economic 
agenda for economic and industrial upgrading -- all 
attest to this. The crux of social transformation is 
institutionalization of the achievements. It cannot be 
left to the whims of political parties without a clear 
economic and political platform. It cannot be left to 
mere chance and luck.
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Tables

Table 1a
Average Weighted Growth Rates and Share Contribution of Expenditure Items to GDP Growth 
(in Percent)

                                           Item

Weighted Growth Rates 
Averaged in Years Indicated

Share Contribution to Total 
GDP Growth Averaged in 

Years Indicated
Erap: 
1999-
2001

GMA: 
2002-
2008

PNoy: 
2011-
2014

Erap: 
1999-
2001

GMA: 
2002-
2008

PNoy: 
2011-
2014

 I.  Household Final Consumption Expenditures 3.18 3.51 4.07 91.78 68.12 68.60
II.  General Government Consumption     
       Expenditures -0.26 0.29 0.69 -7.38 5.59 11.55

III.  Gross Domestic Capital Formation 0.56 0.56 1.30 16.10 10.82 21.90
      A.  Fixed Capital Formation 0.14 0.81 1.49 4.07 15.61 25.18
      B.  Changes in Inventories 0.42 -0.25 -0.19 12.03 -4.79 -3.28
IV.   Net Exports -0.02 0.80 0.07 -0.51 15.47 1.18
       A.  Exports of Goods and Services 2.44 3.01 1.91 70.56 58.28 32.20
       B. Less: Imports of Goods and Non-Factor Services 2.46 2.21 1.84 71.07 42.80 31.02
 V.  Statistical Discrepancy -0.38 -3.22
 Expenditures on Gross Domestic Product 3.46 5.16 5.93 100.00 100.00 100.00

Source: Bangko Sentral ng Pilipinas (2015)

Table 1b
Average Weighted Growth Rates and Share Contribution of Economic Sectors to GDP Growth 
(in Percent)

                                    Item

Weighted Growth Rates 
Averaged in Years Indicated

Share Contribution 
to Total GDP Growth 

Averaged in Years Indicated
Erap: 
1999-
2001

GMA: 
2002-
2008

PNoy: 
2011-
2014

Erap: 
1999-
2001

GMA: 
2002-
2008

PNoy: 
2011-
2014

I.  Agriculture, Fishery and Forestry 0.75 0.51 0.24 21.55 9.83 3.98
II.  Industrial Sector 0.67 1.50 2.10 19.43 28.99 35.31
  A. Mining and Quarrying (0.00) 0.11 0.04 -0.14 2.05 0.67
  B. Manufacturing 0.80 0.98 1.59 23.24 19.04 26.84
  C. Construction (0.27) 0.24 0.34 -7.85 4.62 5.78
  D. Electricity, Gas and Water 0.14 0.17 0.12 4.18 3.28 2.03
III.  Service Sector 2.04 3.16 3.60 59.02 61.18 60.70
A. Transportation,  Storage and Communication 0.46 0.62 0.46 13.38 12.01 7.82
B. Trade and Repair of Motor Vehicles, Motorcycles,
      Personal and Household Goods 1.06 0.90 0.94 30.71 17.41 15.84
C. Financial Intermediation 0.17 0.42 0.56 4.96 8.23 9.36
D. Real Estate, Renting and Business Activities 0.05 0.63 0.84 1.47 12.14 14.20
E. Public Administration and Defense;
      Compulsory Social Security 0.03 0.13 0.16 0.74 2.59 2.74
F. Other Services 0.27 0.45 0.64 7.76 8.81 10.75
Gross Domestic Product 3.46 5.16 5.93 100.00 100.00 100.00

Source: Bangko Sentral ng Pilipinas (2015)
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Table 3
Household Population 15 Years Old and Over by Employment Status: April 2005 - January 2015

Period Labor Force 
Participation Rate

Employment Rate 
(In %)

Unemployment Rate 
(In %)

Underemployment Rate 
(In %)

Jan 2015 63.8 93.4 6.6 17.5
Jan 2014 63.8 92.5 7.5 19.5
Jan 2013 64.1 92.9 7.1 20.9
Jan 2012 64.3 92.8 7.2 18.8
Jan 2011p/ 63.7 92.6 7.4 19.4
Jan 2010 64.5 92.7 7.3 19.7
Jan 2009 63.3 92.3 7.7 18.2
Jan 2008 63.4 92.6 7.4 18.9
Jan 2007 64.8 92.2 7.8 21.5
Jan 2006 63.8 91.9 8.1 21.3
Apr 2015 64.6 93.6 6.4 17.8
Apr 2014 65.2 93.0 7.0 18.2
Apr 2013 63.9 92.5 7.5 19.2
Apr 2012p/ 64.7 93.1 6.9 19.3
Apr 2011 64.2 92.8 7.2 19.4
Apr 2010 63.6 92.0 8.0 17.8
Apr 2009 64.0 92.5 7.5 18.9
Apr 2008 63.2 92.0 8.0 19.8
Apr 2007 64.5 92.6 7.4 18.9
April 2006 64.9 91.8 8.2 25.4
April 2005 68.1* 87.3* 12.7* 26.1
Jul 2014 64.4 93.3 6.7 18.3
Jul 2013 63.9 92.7 7.3 19.2
Jul 2012 64.0 93.0 7.0 22.7
Jul 2011p/ 64.3 92.9 7.1 19.1
Jul 2010 63.9 93.0 7.0 17.9
Jul 2009 64.6 92.4 7.6 19.8
Jul 2008 64.3 92.6 7.4 21.0
Jul 2007 63.6 92.2 7.8 22.0
Jul 2006 64.7 92.0 8.0 23.5
Jul 2005 64.6 92.3 7.7 20.5
Oct 2014 64.3 94.0 6.0 18.7
Oct 2013 63.9 93.5 6.5 17.9
Oct 2012 63.9 93.2 6.8 19.0
Oct 2011p/ 66.3 93.6 6.4 19.1
Oct 2010 64.2 92.9 7.1 19.6
Oct 2009 64.0 92.9 7.1 19.4
Oct 2008 63.7 93.2 6.8 17.5
Oct 2007 63.2 93.7 6.3 18.1
Oct 2006 64.0 92.7 7.3 20.4
Oct 2005 64.8 92.6 7.4 21.2 

Notes for Table 3:
1.  Data were taken from the results of the quarterly rounds of the Labor Force Survey (LFS) using past week as reference  
 period. 
2.  Details may not add up to totals due to rounding. 
3.  The definition of unemployment was revised starting the April 2005 round of the LFS. As such, LFPRs,  
 employment rates and unemployment rates are not comparable with those of previous survey rounds. Also  
 starting with January 2007, estimates were based on 2000 Census-based projections.  
p/ - preliminary  
* - data are based on new definition
Source: Philippine Statistics Authority (2015a).
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Table 4
Poverty Incidence of Philippine Population

Based on FIES
% of Population Year

New definition

25.2% 2012
26.3% 2009
26.6% 2006
24.9% 2003
28.4% 2000

Old definition

33.7% 2000
31.8% 1997
35.5% 1994
39.9% 1991
40.2% 1988
44.2% 1985

First Semester Poverty Incidence

Source % of Population Year
FIES 27.9% 2012
APIS 24.6% 2013
APIS 25.8% 2014

Source: PSA (2015b)

Table 5
Growth Rates of Gross National Income and Gross Domestic Product at Constant 2000 prices

 BY  INDUSTRY 2013-14 2014-15 BY TYPE OF EXPENDITURE 2013-14 2014-15
AGRI., HUNTING, FORESTRY 
AND FISHING 1.60 0.20 Household Final Consumption  

Expenditure 5.40 6.20

  Agriculture and forestry 2.00 0.70 Government Final Consumption 
Expenditure 1.70 9.40

  Fishing -0.40 -1.80 Capital Formation* 5.40 13.60
INDUSTRY SECTOR 7.90 6.00  Fixed Capital 6.80 14.00
 Mining & Quarrying 4.90 -1.30   Construction 10.90 8.40
 Manufacturing 8.30 5.70   Durable Equipment 3.70 20.30
 Construction 9.90 8.90   Breeding Stock &  Orchard Dev't -0.70 2.00
 Electricity, Gas and Water Supply 2.80 4.80   Intellectual Property Products 19.70 14.00
SERVICE SECTOR 5.90 6.70 Exports 11.30 5.50
 Transport, Storage & 
Communication  6.20 7.90   Exports of Goods 12.80 2.40

 Trade and Repair of Motor Vehicles,
5.70 6.90

  Exports of Services 5.30 18.70
 Motorcycles, Personal and 
Household Goods Less : Imports 8.70 11.90

  Financial Intermediation 7.20 5.70   Imports of Goods 8.60 11.90
  R. Estate, Renting & Business 
Activities 8.70 7.30   Imports of Services 9.10 11.80

 Public Administration & Defense; 
Compulsory Social Security 3.60 0.60      

 Other Services 3.30 8.00    
           
GROSS DOMESTIC PRODUCT 6.10 5.80 GROSS DOMESTIC PRODUCT 6.10 5.80

GROSS NATIONAL INCOME 5.80 5.40 GROSS NATIONAL INCOME 5.80 5.40

* Capital formation includes fixed capital and changes in inventories   

Source: Philippine Statistics Authority, National Statistics Coordination Board.
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Figures
Figure 1

Source: SWS (2014)

Figure 2

Source: SWS (2014)
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