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To the members of the various business chambers in attendance, my colleagues in 
government, investors and esteemed guests, members of the press: good morning. I 
have the honor of presenting to you today the progress that the Duterte Administration 
has made in fulfilling our 10-Point Socio-economic Agenda. A huge part of this agenda is 
anchored on the most ambitious and boldest infrastructure program in recent Philippine 
history, which we fondly call “Build Build Build”. 
 

The compelling argument to invest in public infrastructure now is shared by academicians, 
policy makers, and business leaders alike. Closing the infrastructure gap will unleash 
economic productivity and attract foreign direct investments. Upgraded infrastructure will 
ease the traffic crisis, reduce transactions costs, and provide huge benefits to the 
Philippine economy and its people. Simply put, a modern and comprehensive 
infrastructure network is a key driver for inclusive economic growth. Put differently, past 
underinvestment in infrastructure explains why we have the poorest roads, bridges, urban 
transit systems, and railways in this part of the world. 
 

The Duterte administration will be different. We envision that by the time we step down in 
2022, we would have ushered in the Golden Age of Infrastructure in the Philippines, an 
era that Filipinos will look back with affection as one that laid the necessary foundations 
for robust and equitable growth in the long-term. 
 

Infrastructure Financing 
 
The present poor state of infrastructure reflects decades of neglect and misallocation of 
public resources. We did not just find ourselves with horrendous traffic jams and cramped 
trains in a few years or so. According to DBM numbers, infrastructure spending as share 
of Gross Domestic Product (GDP) averaged less than two percent from 1986 to 2016. 
The sad reality is that if the numbers are stretched over the past 50 years, the 
infrastructure spending as % of GDP has averaged less than 3% -- 2.6% to be precise. 



 
 

 
This means that while our neighbors were investing heavily in infrastructure to bring about 
rapid industrialization and growth, the Philippines continued to underinvest which allowed 
the existing infrastructure to worsen to its current poor state. According to multilateral 
institutions, the suggested ratio for infrastructure spending as a share of GDP is 5% for 
developing countries. The Philippines barely reached half of that threshold during the last 
50 years. 
 
This is why we have identified infrastructure development as a priority of the Duterte 
Administration. We have to close the infrastructure gap soon if we are to realize our 
development objectives of becoming an upper-middle income economy by 2022 and 
reducing poverty rate to 14 percent. 
 
As a test of our resolve to close the infrastructure gap, we are targeting, as a minimum, 
5% of GDP, for infrastructure financing in the medium term. For 2017, we allocated 5.4 
percent of GDP to infrastructure development. And for the proposed 2018 budget, we will 
allocate 6.3 percent of GDP to infrastructure. In nominal terms, these figures translate to 
P858 billion and P1.1 trillion for FY 2017 and 2018, respectively. 
 
To put things in perspective, ten years ago the national budget was P1.1 trillion. In effect, 
the P1.1 trillion proposed spending for infrastructure next year is just equal to the entire 
budget of the government ten years ago. Of course, you have to factor in inflation, but 
nevertheless, the rise in infrastructure spending is mind-boggling. 
 
We plan to spend P8 to P9 trillion, or approximately $160 to $180 billion dollars, in the 
next six years. As a share of GDP, infrastructure spending will be ramped up from 5.4% 
of GDP in 2017 to 7.3% of GDP by 2022. Now you see why this is easily the boldest 
infrastructure program in our recent history. 
 
How do we plan to finance this boldest infrastructure program? We plan to finance this 
through our expansionary fiscal policy. First, we increased the planned deficit from 2 to 3 
percent of GDP. Second, we plan to reform the outdated, uncompetitive, inequitable and 
complicated tax system. Once implemented, the tax policy and tax administration reforms 
should result to improved revenue effort. Combining the two expansionary measures, the 
government would generate an additional fiscal space amounting to P309 billion in 2018 
and rising up to P524 billion in 2022. 
 

Budget Utilization Update 
 



 
 

But we won’t be happy with simply expanding our revenue generating possibility. We will 
also institute reforms to ensure that the huge funds are translated into concrete output. 
 
Government underspending, which is the difference between program and actual 
disbursements, has always been a problem of past administrations. It has been the 
Waterloo of previous administrations, and we understand how there might be 
apprehensions still. 
 
While underspending is a valid concern, they do not necessarily apply to us. For one, last 
year’s spending pattern shows significant improvement: underspending has narrowed to 
3.6% of the cash budget, driven by strong spending for infrastructure and other capital 
outlays. This is significantly lower than the 13.3%and 12.8% deviations observed in 2014 
and 2015, respectively. Take note that we only took over in the second half of 2016. 
 

This year, it is even better as underspending has narrowed to 0.4 percent (or just P5.9 
billion) for the first half of the year. This only shows that we have made great progress in 
improving the way we utilize public resources. 
 
Specific to capital spending, infrastructure and other capital outlays are also up by 25 
percent for the month of July (year-onyear). The January to July figures also show that 
infrastructure and other capital outlays have increased by 11.1 percent from the 
comparable period in 2016. And remember, 2016 was an election year, when government 
spending is usually abnormally high. Clearly, the infrastructure push of the Duterte 
Administration is gaining steam. 
 
This is encouraging news. Infrastructure spending usually follows an S-curve pattern: it 
starts slow as the new administration experiences adjustment issues, grows exponentially 
midway through as the government hits its stride, and eventually levels off towards the 
end of the term. This means you can expect infrastructure spending to gain more traction 
as we implement major projects as early as 2018. 
 

Policy Reforms in Budget Utilization & Infrastructure 
 
Now, allow me to give you an idea of how we managed to reverse the pattern of 
underspending in a matter of a year. For one, the President vetoed an item in the 2017 
General Appropriations Act (GAA) which states that appropriations must be obligated 
within a period of two years; in effect, the validity of the appropriations has been reduced 
to one year. This is a marked departure from the past practice where appropriations have 



 
 

a two-year validity period, a setup that predictably led to delays in public service delivery 
as bureaucrats became complacent with the two-year validity. 
 
While we now operate on a one-year validity of appropriations, we want to have this 
institutionalized soon through the Budget Reform Bill, which mandates a one-year cash 
appropriations budget. This reform proposal will further improve budget utilization in future 
years as it will not only limit the validity period to one year, but will also mandate a cash-
based budget. Obligations are intentions, not actual expenditures, so we must shift to a 
cash-based public financial system. The passage of the Budget Reform Bill will speed up 
the completion of infrastructure projects and other programs of the government. 
 
We also believe that the line agencies have benefited from the revised Implementing 
Rules and Regulations of the Government Procurement Reform Law (RA 9184), which 
took effect on October 2016. The new IRR has quickened the procurement process, made 
it less vulnerable to arbitrary delays, and streamlined the documentary requirements 
without sacrificing the integrity of public procurement. 
 
It is indeed unfortunate that in the past, the Procurement Law has been made a scapegoat 
by incompetent and corrupt civil servants. RA 9184 is an internationally-lauded law which 
balances transparency, accountability, and procurement efficiency. The system will work 
well only if bureaucrats will stop gaming the system and start implementing the law 
properly. 
 
For infrastructure, in particular, we will push for 24/7 construction, enforce stronger project 
monitoring through technology, and embrace the hybrid PPP approach for the swift rollout 
of projects. Allow me to focus on why we prefer hybrid PPP. I will then leave the 
implementation reforms to the capable hands of the DPWH and the DOTr 
representatives. 
 

What is the so-called hybrid PPP modality? It is mainly demand driven. The government 
chooses the project that it deems appropriate. Next, it arranges the financing, through the 
budget, ODA financing or through foreign loans. It then bids out the project to be done by 
local contractors, foreign contractors, or both. After the project is built, the government 
then will bid the Operations and Maintenance of the project to the private sector. This is 
akin to the SCTEX model or the MWSS-concessionaire model. 
 
There are two reasons why we prefer this modality. First, it will make sure that the projects 
will be completed earlier. Second, the project will be more affordable as the government 
can borrow at lower cost and need not impute a return on public investment. 
 



 
 

On the first reason, studies show that using PPP, it takes 29 months from project 
identification to groundbreaking. We cannot afford such delay. Most of our projects, with 
few exceptions, are envisioned to be completed during the term of President Duterte. We 
do not want half-finished projects by the time the President steps down. 
 

On the second reason, the government can borrow at a much lower rate and for far longer 
period. For example, for the Metro Subway Project, we can borrow at 0.1%, payable for 
40 years, inclusive of the grace period. Which private firms can borrow at such 
concessional rates? 
 
I assure you, however, that the private sector will not be crowded out with this hybrid PPP 
setup. It’s still the private sector who will be asked to construct the projects through 
competitive bidding. Moreover, after the project is completed, the Operations and 
Maintenance will be auctioned off to the private sector, enabling market participation from 
private firms. 
 
In addition, we are also open to unsolicited proposals, subject to Swiss challenge, to tap 
the private sector’s creativity. What we won’t do is to use PPP as a way to raise funds for 
the government, that is, awarding the PPP project to whoever can give the highest 
premium. That’s taxation without representation. That’s unfair to the users of the public 
facility. 
 

On top of all these policy and administrative reforms, the President has made it clear that 
he will not tolerate incompetence. His directive to his Cabinet members is simple - use it 
or lose it; use your budget, use it well, or lose your job. He will not tolerate unnecessary 
delays in the delivery of essential public services. In effect, our citizens may expect the 
President’s trademark political will and implementation efficiency with regards to the 
“Build Build Build” program. 
 
Conclusion 
 
The Duterte Administration is serious in its pursuit for real change. All our efforts are 
geared towards sustaining the economy’s growth momentum and improving the lives of 
Filipinos. The “Build Build Build” program is not only about upgrading our infrastructure. 
It’s not only about providing decent jobs, and attracting investments. It’s also about linking 
the present with our vision of a prosperous Philippines - a stronger economy with higher 
standards of living, a harmonious society with effective and accountable governance, and 
a country we all can be proud of. It’s about time that we realize our potential. 
 



 
 

The road from the present to our vision of the future will be a process, with growing pains 
and bumps along the way. It will not be easy, and we cannot do it alone. So please join 
us in this difficult yet surely rewarding journey. 
 
Thank you. 


