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What did the Marcos administration inherit?

Economy
Suffered deep scarring due to the pandemic
o MSMEs and labor market
Signs of rebound with the reopening of the economy

New challenges amid global shocks: inflation, supply chain challenges and a
weak peso

Fiscal consequences:
o higher debt and deficit despite improvement in revenue collection
m [otal debt projected to reach Php13.4T by end of 2022
m Debt-to-GDP ratio 63.5% as of end of Q1 2022
m Deficit pegged at Php1.7T (7.6% of GDP) for 2022
o 2021 and 2022 GAAs not designed for recovery




What did the Marcos administration inherit?

Society
Unemployment rate at 6% (2.93 million Filipinos) as of May 2022
Underemployment rate at 14.5% (6.67 million Filipinos) as of same period
Poverty incidence up from 21% to 23%; number of poor increased from 22
million to 26 million
Lower than target vaccination rate
Crisis in education
Crisis in transportation particularly in Metro Manila

State
e Democratic backsliding
e Corruption
e |nefficiency




Critique of PBBM'’s First SONA

|8

The Medium-Term Fiscal Framework was thoroughly discussed but PBBM failed to
present a coherent strategic vision of development for economy, state and society.
Achieving the MTFF is NOT an end in itself but a means to shape economy, state and
society.

PBBM emphasized “expenditure realignment”, but this sounds paradoxical as he
talked about continuing Duterte’s legacy in the rest of his SONA. While steeped in
technical details, his ambitious priorities reflect the same budget priorities outlined by
the Duterte administration for 2023.

PBBM promised to bring down the debt and the deficit by the close of his term. But
with revenue-neutral tax reform packages and taxes on digital services projected at
Php11.3B against planned spending reaching about Php7T, the SONA opens up
questions about public financial management.

There were no references to democratic norms such as upholding the rule of law or a
strong commitment to good governance.




MTFF is only a means to an end

e What is PBBM'’s vision for the Philippines? What will the PH economy, state and
economy look like once these targets are achieved?

PARTICULARS 2022 2023 2024 2025 2026 2027 2028

Program Projections Projections Projections Projections Projections Projections

Revenues
% of GDP

Disbursements

% of GDP
Deficit

% of GDP

Nominal GDP

3,304.10
15.20%
4,954.60
22.90%
-1,650.50

-7.60%
21,672.80

3,632.90
15.30%
5,085.80
21.40%
-1,452.90

-6.10%
23,755.20

4,062.60
15.60%
5,402.00
20.70%
-1,339.40

-5.10%
26,065.80

4,576.80
16.00%
5,759.70
20.20%
-1,182.80

-4.10%
28,578.80

5,155.30
16.50%
6,249.60
20.00%
-1,094.30

-3.50%
31,266.70

5,821.40
17.00%
6,916.00
20.20%
-1,094.60

-3.20%
34,207.40

6,589.00
17.60%
7,711.70
20.60%
-1,122.70

-3.00%
37,424.70




On Public Spending Priorities

e The SONA was a rehash of the 2023 Budget Priorities Framework.

BRIEFER ON THE ‘
2023 BUDGET PRIORITIES FRAMEWORK




On the Public Finance: Debt, Deficit, Revenues

Table €A
REVENUE PROGRAM, Y SOURCE, 2020 2023

e - P “Disbursement will further increase over the medium-term from
TR AR AT s e Php 5.402 trillion or 20.7 percent of our GDP in 2024 to Php
wa e wm e 7.712 trillion or 20.6 percent of GDP in 2028”
“Less than 60% National Government debt-to-GDP ratio by
202 »”
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What exactly is the Marcos administration’s fiscal
consolidation strategy?

How will the government lower the debt and deficit
while increasing annual budgets to fund ambitious
targets without outlining new sources of financing or
PFM reforms that will directly tackle fiscal

. sustainability?

A— : Fiscal impacts of Mandanas ruling and unreformed
military pension system




On the Public Sector Governance

Without a strong commitment to good governance and anti-corruption, it will be
difficult to achieve expenditures results, fiscal sustainability, and better yet, meaningful
development outcomes
The PH bureaucracy continues to face structural challenges that hinder efficiency in
public service delivery such
o Poor absorptive capacity of agencies; Symptoms include:

m low budget utilization

m poor planning and budgeting linkage

m technical deficits in procurement processes

m project implementation leading to disbursements
Cash-based budgeting will not frontally address these problems




On the Public Sector Governance

The national budget will keep growing, but gov’t is not developing capacity of the
bureaucracy.

o Rightsizing may help but it is a long and tedious process

No strong commitment to tackle corruption but e-government / e-governance may
Transparency and accountability - FOI is not a priority

o  Will the administration open up spaces for participatory governance

o How does it see civil society?




Conclusion

) 1. The Marcos administration inherited deficits - a fiscal
deficit as well as a deficit in democratic governance.
As a continuity president, how will he plug these

deficits? Addressing the fiscal deficit is contingent on
addressing the deficits in democratic governance left
behind by the Duterte administration.

The MTFF is a set of targets. Achieving them won’t

necessarily translate into a more equitable and
inclusive economic recovery.
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