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work on Debt and the need to have African external debts cancelled for poverty eradication and attainment of social and
economic justice. Furthermore, the principle of equity must of necessity apply and in this regard, responsibility of
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Transparent Arbitration mechanism proposed by AFRODAD as one way of dealing with the debt crisis finds a fundamen-
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and the North. The Board meets twice a year. The Secretariat, based in Harare, Zimbabwe, has a staff compliment of
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Preface
It is widely recognized by domestic and international social movements that a large part of the Philippine foreign debt is
illegitimate. When Marcos assumed presidency in 1966, the foreign debt of the Philippines stood below $1 billion. When
he fled Malacañang in February 1986 during the first People Power, the country had a foreign debt of $28 billion. The
borrowing binge of Marcos set off the debt crisis that succeeding administrations and the Filipino people have had to pay
at the cost of being denied the right to access basic social services. The Philippines never recovered from its fiscal woes
ever since, in spite of painful restructuring under the tutelage of the International Monetary Fund (IMF) in exchange for the
moratorium and additional funding.

Reviewing Marcos's debts should form part of overall efforts to reform the country's debt management system. Quite
frankly, there are debts that Filipinos ought not to repay because they never benefited from the loans. These include Debts
incurred by Marcos and creditors acting illegitimately, loans misused through corruption; Debts incurred from illegitimate
loans of projects that did not benefit the people as was intended. This study argues among other things that it is only
through demonstrating by case evidence that the debts are illegitimate and establishing a debt arbitration mechanism
that such cases can be addressed between creditors and debtors.

As a way of preventing new cycles of debt analyzed in this Philippines case study, a Fair and Transparent Arbitration
Process has been suggested as it would ensure that creditors engaging in irresponsible lending take responsibility for
such lending, and that they do so on a more predictable and equitable basis than the current system provides for. The
debtor and the creditors alike shall choose the members of an independent arbitration panel that could be established in
an ad hoc manner. Ultimately a more permanent independent body to deal with successive debt crises could be
institutionalized within a structure such as the United Nations, given its special responsibility for the follow-up to the
Financing for Development process.

Although NGOs have carried most of the burden of campaigning for debt arbitration, but also people within the public
sector want reform of present "debt management" in the Philippines. Parliamentarians within and outside have supported
debt arbitration, especially in Germany and Latin America, but also Italy and the US. A coalition across the North-South
divide must be built between governments in North and South willing to change the present discrimination of Southern
debtors and their peoples, international organisations, parliamentarians, public servants, NGOs and the public at large,
as well as private creditors interested in re-establishing the economic viability of debt distressed Southern debtors or
concerned about the present plight of so many people. However, even in the best of all likely cases, continuing strong
public pressure will be necessary.

Finally, a real justice-based approach recognizes that not only is it unjust to spend on debt at the sacrifice of urgent human
needs and human rights, but also the debts were incurred in the first place because of unjust overall structures, relations,
terms and conditions. In this sense the illegitimacy framework is not only based on a critical, holistic and rigorous
understanding of historical and prevailing realities, it is a perspective that is empowering for the peoples of the South. By
this Northern governments are challenged to put so much Millennium Development Goal (MDG) and Financing for
Development rhetoric into genuine development practice. The legal double standard of denying the poor this basic legal
protection otherwise universally accepted and considered as a matter of course must be addressed. There is urgent
need to shield debtor economies from intricate creditor behaviour and advice.

There is a desire for fairness and an opposition to injustice that would support demands for debt arbitration and make
recalcitrant governments change their preferences. The reactions of the public should not be discounted.

Charles Mutasa
Executive Director
AFRODAD
March 2007



Acknowledgements
AFRODAD wishes to acknowledge their great debt of gratitude to Paul Kwengwere of  PMK Associates  and his research
team for investing considerable time and effort in the research process of this report. Many thanks also goes to those in
the Malawi government, civil society, the UN family, international financial institutions, donor community and private
sector who contributed to the research outcome through interviews or responding to questionnaires. We also remained
indebted to Mandla Hadebe and Dr. Nancy Dubosse for helping in the final edit, proof-reading and layout and design of
this report.

The financial support of Ford Foundation and Novib was invaluable to the project. The report benefited greatly from the
facilitation of Ms. Mukelabai Mundale at the AFRODAD Lusaka offices and Mr. Taurai Chiraerae at AFRODAD secre-
tariat. Many thanks to many of our colleagues whom we can not all name but whose input into the national FTA Commis-
sion meetings remains vital to this output.



Table of Contents
1.0 EXECUTIVE SUMMARY 10

2.0 THE ILLEGITIMACY OF PHILIPPINE DEBTS 11

2.1 Defining Illegitimacy 11

2.2 The Illegitimacy of Particular Debts 12

2.3 Who Defines Illegitimacy? 13

3.0 OVERVIEW OF PHILIPPINE EXTERNAL DEBTS 15

3.1 The Trajectory of the Philippine Debt Crisis 15

4.0 OVERALL SOCIO-ECONOMIC IMPACT OF THE LOANS 18

4.1 Debt and Underdevelopment 18

4.2 Different Debt Profile, Same Underdevelopment 21

5.0 IMPACT OF THE PUBLIC DEBT 25

5.1 The Philippine Debt and Fiscal Crisis 25

6.0 CHALLENGING "LEGITIMACY" 29

6.1 The "Legitimacy" of Philippine Debt 29

6.2 Odious Debts, Old and New 32

6.3 The Current Arroyo Administration 33

6.4 Corruption and Fraudulent Loans 35

6.5 Justice Denied: The Bataan Nuclear Power Plant (BNPP) 36

7.0 SURRENDERING TO DEBT 38

7.1 Official Debt Mismanagement 38

7.2 How Much Illegitimate Debt? 40

8.0 CONCLUSION AND RECOMMENDATIONS 42

8.1 Moving Forward 42

LIST OF TABLES, CHARTS AND ANNEXES

Table 1 Philippine foreign debt stock (public and private), by administration 1966 -2006

Table 2 Philippine foreign debt service burden (DSB), by administration 1981-2005

Table 3 National government budget, selected items, expenditure program and real per capita spending, 2001-
2006 (CPI 2006=100)

Table 4 National government foreign loans contracted during Marcos, Aquino and Ramos administrations, as of
September 30, 2004 (US$ thousand)

Chart 1 Total external debt, 1970-2006 (US$ billion)

Chart 2 Total external debt and debt service burden (DSB), 1981-2006 (% of GDP)

Chart 3 Selected macroeconomic indicators, 1949-2006

Chart 4 Selected debt service burden rations, 1981-2005 (%)



Chart 5 External debt by institutional creditor, 1983-2006 (% of total debt)

Chart 6 Selected national government spending, 1981-2006 (% of GDP)

Chart 7 Selected national government spending, 1981-2006 (% of budget)

Chart 8 National expenditure program, 2006 (PhP billion)

Annex A External debt profile, 1981-2006 (US$ million)

Annex B External debt profile, 1981-2006 (% share of total)

Annex C Selected external debt data, 1981-2006

Annex D Selected debt service burden data, 1981-2006

Annex E Selected national government budget items and debt data, 1981-2006

Annex F (a) Selected macroeconomic data, 1981-2006

Annex F (b) Selected macroeconomic data, 1949-2006

Annex G Total external debt, 1961, 1965, 1966-2006 (US$ billion)

Annex H National government expenditure program, 2006

Annex I PNPP/NPC Assumed Foreign Loans, Outstanding Balances for Period Indicated



Illegitimate Debt & Underdevelopment  in the Philippines8

ABBREVIATIONS
ADB Asian Development Bank

AI Amnesty International

BESF Budget of Expenditures and Sources of Financing

BSP Bangko Sentral ng Pilipinas

BNPP Bataan Nuclear Power Plant

BOI Board of Investments

BOT Build-Operate-Transfer

BTr Bureau of the Treasury

CEACR Committee of Experts on the Application of Conventions and Recommendations

CHF Swiss Franc

CPI Consumer price index

DBCC Development Budget Coordination Committee

DBM Department of Budget and Management

DMAD Debt Monitoring and Analysis Division

DepEd Department of Education

DOF Department of Finance

DSB Debt service burden

FDI Foreign direct investment

FIES Family Income and Expenditure Survey

FNRI Food and Nutrition Research Institute

GATT General Agreement on Tariffs and Trade

GDP Gross domestic product

HIPC Heavily Indebted Poor Countries

IAC-RFLD Inter-agency Committee for Review of Foreign Loan Documents

ICC Investment Coordination Committee

ICESCR International Covenant on Economic, Social and Cultural Rights

ICJ International Court of Justice

IFI International financial institutions

IFJ International Federation of Journalists

ILO International Labour Organization

IMF International Monetary Fund

IPU International Parliamentary Union

MIMIC Moderately-Indebted Middle-Income Country



A Case Study 9

MW Megawatt

NCR National Capital Region

NEDA National Economic and Development Authority

NG National government

NPC National Power Corporation

NSCB National Statistical Coordination Board

NSO National Statistics Office

NTRC National Tax Research Centre

ODA Overseas Development Assistance

OFW Overseas Filipino workers

OPEC Organization of Petroleum Exporting Countries

PAEC Philippine Atomic Energy Commission

P.D. Presidential Decree

PNPP Philippine Nuclear Power Plant

PPP Purchasing power parity

PPT Permanent Peoples' Tribunal

POEA Philippine Overseas Employment Administration

PhP Philippine Peso

R.A. Republic Act

SAP Structural adjustment program

SDR Special drawing rights

TNC Transnational corporation

UN United Nations

UNCHR United Nations Committee on Human Rights

UNDP United Nations Development Programme

UNECOSOC United Nations Economic and Social Council

UNESCR United Nations Committee on Economic, Social and Cultural Rights

US United States

US$ United States Dollar

USA United States of America

USAID United States Agency for International Development

WB World Bank

WCC World Council of Churches

WESA Westinghouse Electric S.A.

WTO World Trade Organization



Illegitimate Debt & Underdevelopment  in the Philippines10

1.0 Executive Summary
The people of the Philippines have suffered decades of accumulated foreign debt and unremitting debt servicing.
Billions of dollars are paid out every year to Northern creditors, which adds to well over a hundred billion dollars already
paid out since the 1970s. The scale of the problem is such that there are already two distinct, albeit inter-related, levels:
the overall anti-developmental burden that transcends specific loans, as well as the dubious circumstances, conditions
and use of particular debts.

The paper begins by providing a conception of illegitimacy that is located in the specific social, economic and political
context of the Philippines and its anti-debt struggles. It is already widely recognized by domestic and international social
movements that a large part of the country's foreign debt must be considered illegitimate. Overall, the foreign debt has
been a yoke on Philippine economic development. Vital economic surpluses have been extracted and the economy kept
backward.

But specific loans have in and of themselves also been problematic. The loans going to support the outright dictatorship
of the Marcos regime and its avarice are only the most brazen. Many have also been forced on the people by creditors
collaborating with Philippine administrations other than the Marcos regime. Loans have also involved patently usurious
terms or been made on the basis of fraudulent claims and representations. The worst of them are not only onerous but
have been spent on projects blatantly harmful to the people whose social, economic, cultural, civil and political rights
have been violated. They have grossly breached the spirit and, many times, the letter of the law and of genuine demo-
cratic processes. Yet, they are debts that were and are still being paid.

This paper tries to illustrate how the illegitimacy of debt derives from the resulting underdevelopment of the Philippines,
from the disguised authoritarianism of the current government, and from such as the iconic fraud-ridden Bataan Nuclear
Power Plant (BNPP). The Philippine debt crisis is presented covering the scale of the external debt burden, the country's
deteriorating socioeconomic situation since the onset of the global debt crisis in the early 1980s, and the adverse effects
of the current public fiscal crisis. Some aspects of developments in global and domestic finance - such as international
bond markets, overseas worker remittances and manufacturing for export - are also considered insofar as they are
relevant in disguising the problem with the external debt situation. The majority of the foreign debt is public debt which
directly results in the single largest part of the national government budget perennially going just to debt servicing. These
repayments are made at the cost of vital education, health, housing and welfare services as well as at the expense of
critical economic and public infrastructure and utilities. The argument is also put forward of the applicability of the classic
"Odious Debt Doctrine" to the current Arroyo administration. Finally, the case of the BNPP is put forward as a cautionary
tale, where reason and the demand for justice have not been enough to surmount the formidable barriers in elite-
dominated political and legal systems.

In the end this means that the country is trapped in a situation where it pays billions of dollars for debt that has largely gone
not towards improving the well-being of the people - who directly and indirectly pay for these loans - but rather towards the
profits of corrupt regimes, of bureaucrats and of big transnational banks and corporations.

The legal parameters for considering the "illegitimacy" of debt in the Philippines as well as the concrete practice
regarding these in the government and in the court system are also discussed. Potential opportunities are highlighted
even as the revealed limitations of the current legal-institutional environment are also pointed out. The paper closes by
proposing two distinct but closely related thrusts. The first is to sustain and strengthen the political forces advancing the
concept of illegitimate debt; the second is to, on that basis and without sacrificing its momentum, expand efforts in more
formal legal and institutional realms.
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2.0 The Illegitimacy of Philippine Debts
The irreducible core that defines the "illegitimacy" of Philippine external debts is that they are, as a whole, an unjust and
anti-developmental burden on the Filipino people. This is not the same thing as saying that all debts are by their intrinsic
nature an intolerable burden that, absolutely and, in all instances, is to be condemned. Rather, it is to recognize that in the
current concrete conditions of Philippine underdevelopment where foreign and domestic elites monopolize and wield
economic and political power for their benefit at the expense of the people, debt is one of their most efficient and effective
instruments for exploitation. The right of the Filipino people to break free from their debilitating debt burden fundamentally
derives from how this debt operates to grossly and systematically deny them their most basic economic, social and
cultural rights. Debt is in so many ways an essential part of a larger scheme of economic aggression.

It is imperative to continually assert the premise that the right of people to be free from debt precedes and indeed
transcends the details of specific debts. This is because the Philippines' debt problem has reached the point where it not
only borrows because it is underdeveloped but it remains underdeveloped precisely because it is forced to keep borrow-
ing with all its adverse effects. This is a situation it shares with hundreds of other Southern countries around the world.
More than anything else the corresponding action demanded is to decisively break this cycle of debt and underdevelop-
ment. Relieving the debt burden in its entirety is just one element - albeit a crucial element - and it is also necessary to
create the conditions where this problem does not re-emerge. On this aspect of Philippine debt considered in general or
in their entirety, the only empirical matter to establish is that the debt has indeed been damaging for society and the
economy as a whole.

At the same time it is also useful to consider the extent to which that larger notion of the illegitimacy of Philippine debt can
be used to evaluate or assess specific debts. This requires the debt problem to also be appreciated at another level: that
of the particular manner in which specific debts may have served, and continue to serve, as instruments of exploitation
and plunder. At this level the issue to highlight is how particular debts are entered into by self-serving capitalists and the
state for their benefit at the expense of the Filipino people. However this is while being mindful that what is true of the
whole debt burden (i.e., that it is anti-developmental) will not necessarily be the case in the same manner for each and
every part - because the whole of the debt burden is more than merely the sum of its parts.

2.1 Defining Illegitimacy

The illegitimacy of debt must begin from recognizing how these debts taken as a whole trap the Philippines in a vicious
and oppressive cycle. The Philippine economy - notwithstanding much hype in the international official development
community and in global media - remains underdeveloped with the largest part of the labour force working in low
productivity agriculture or providing cheap labour-intensive services.1  There are also no basic industries. The handful of
high-technology (and hence high productivity) industries are in manufacturing-for-export enclaves scattered across the
country which are disconnected from the rest of the economy. Foreign investors also dominate manufacturing and high-
value service sectors so seeming gains from such economic activities accrue mainly to big foreign capital and their
domestic junior partners.

The adverse implications are two-fold. First, this underdevelopment means that very little economic surplus is generated
for use in domestic investment and building substantial productive capacity. Second, the economy is unable to produce
most consumer goods (much less intermediate and capital goods) which means a recurring dependence on their
importation and chronic trade deficits. Both of these are addressed primarily with foreign borrowing and only secondarily
by foreign investment.2  Foreign debt is resorted to so as to augment scarce domestic capital and increase economic
activity, and to help provide the foreign exchange to cover for the recurring trade deficits.

The problem however is that while debt momentarily supports economic activity it does not really substantially expand the
economy because the debt is given and used in the context of non-developmental economic policies. The net result over
the long-run is that more is paid out by the economy in debt servicing than is gained.

1 As of 2006: 36% of the labor force was directly employed in agriculture (while contributing less than 17% to gross domestic product or GDP), 19% was
employed in wholesale and retail trade, and 5% as domestic or household help. Labor data from National Statistics Office (NSO) and GDP data from
National Statistical Coordination Board (NSCB).
2 In the 1981-2005 period, there was a total net foreign debt accumulation of US$36.8 billion compared to total net foreign direct inflows of US$20.8 billion.
Debt data from Bangko Sentral ng Pilipinas (BSP) and investment data from UNCTAD On-line database.
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This debt is paid for out of the ever more severe exploitation of Filipino labour (indirectly through taxes and directly
through the repression of wages and benefits) and of the country's finite mineral, forestry and agricultural resources.

Economic development is hindered by the never-ending drain on the country's scarce economic surplus as well as by,
especially since the 1980s, the retrogressive "free market" policies in debt conditionalities (i.e., liberalization, privatiza-
tion, deregulation). The Philippine economy remains one of low productivity agriculture and cheap labour-intensive
services that lacks basic industries - which inevitably leads to more foreign borrowing, and to continued backwardness,
and to more foreign borrowing, and so on.

The foreign debt problem needs to be explicitly put in its proper context and the root cause of the persistently poor
economic condition must be recognized: the anti-national and big foreign capitalist-oriented economic strategy of which
debt is a crucial part of. This contextualization is essential if measures to address the debt problem are to genuinely
contribute to the larger resolution of Philippine underdevelopment. Resolving specific cases of debt - or indeed even of
the entire debt portfolio in general - will be of limited or momentary effect if this root cause is unaddressed. This is
because the pressures to once again resume large-scale borrowing will only build up and once again create the
conditions for the self-reinforcing chronic foreign debt problem.

The large foreign debt is then a burden and a harsh fetter on the Filipino people. It is used by foreign finance capital as
a way to extract the country's economic surplus for their profits. It is also used to impose policies that reinforce underde-
velopment as well as maintain the addiction to foreign debt and capital. Hence not only must this burden be reduced but
it must be reduced as part of a more comprehensive developmental strategy that mobilizes the widest range of trade,
investment, financial, asset-distributing and social policy measures for building genuine domestic productive capacity.
Put another way, the debt trap will only be ended if the economy's persistent lack of capital and trade deficits are ended.
Yet this cannot be done without putting more progressive economic policies in place that equitably and substantially
develop the country's agricultural and industrial base.

This contextualization is also vital for putting specific debt-centered efforts in the proper perspective. At one level, debt
relief and even the outright cancellation of specific foreign loans offer different levels of debt "victories". This is assuming
that they are unconditional (i.e., they respect the sovereignty of peoples to define their own economic policies and to
reject neoliberal "globalization") and if there really are actual reductions in the debt burden and not mere reschedulings.
Such actual reductions of the debt burden in the context of sovereign economic policies are the best defence against
lapsing, sooner or later, into developmental failures. There can be no doubt that an end for instance to borrowing merely
to repay or refinance previous borrowing is an unambiguous gain. But because the economic pressures for foreign debt
are rooted in the backwardness of the economy, freedom from foreign debt cannot really be achieved without also being
freed from the pro-foreign capitalist economic and social policies that preserve this backwardness.

2.2 The Illegitimacy of Particular Debts

Aside from the larger dimension of the Philippine debt problem, it may be possible to identify specific points of attack on
particular loans. The most pertinent aspects and the most productive to highlight are those which relate most closely to
how debt is used as an instrument of economic aggression. There are three particularly excessive or brazen aspects
according to how they have been used to benefit dominant powers at the expense of the Filipino people; they are not
mutually exclusive and indeed often co-exist or overlap in any particular instance of debt.

The first is how there is Philippine debt knowingly given by creditors in gross disregard of the character of the debtor
(particularly the state) and the likely misuse of the funds. These include odious debts or loans given to repressive regimes.
The most important matters to establish here include, among others, the repressive and undemocratic character of the
regime in question and the wilful support nonetheless given by creditors. These also include debts ostensibly for devel-
opmental projects but, because they were not implemented by a genuinely developmental state, instead went to projects
evidently harmful to people or the environment. On this aspect the actual adverse effects of loan-funded projects needs
to be established. Violations of established project appraisal and evaluation procedures may also be useful although any
resort to investigating such possible violations needs to be mindful of how there may be adverse effects even if established
procedures have been technically complied with.

Second is Philippine debt that has been made into an unjustly profitable opportunity for a select few and whose costs are
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directly or indirectly borne by the people. These include debt on patently onerous terms and fraudulent debt. These also
include debts contracted through transactions imbued with corruption.

The unreasonably burdensome character of the loans here needs to be defined and established. It is also frequently the
case that such loans push through only with the intervention of highly-placed government officials, and the corrupt action
or behaviour needs to be established.

Third is Philippine debt used to impose economic policy conditions towards creating profitable opportunities for foreign
and domestic elites at the expense of the country. This includes multilateral and bilateral loans with explicit policy
conditionalities. But this arguably also includes commercial and bondholder debt that, given the dynamics of economic
policy-making in the context of the increasing financialization of the global economy, involves implicit conditionalities3.
The causal link between the debt and the economic policies needs to be established, while mindful that creditor
"influence" is exercised in a host of direct and indirect ways. Policy-based loans from the international financial institu-
tions, for instance, have the most explicit conditionalities. Yet even if project-based loans per se do not always have such
conditionalities, it may be plausibly argued that they are given in the context of a larger "development assistance"
package that in its entirety involves conditionalities regarding policies.

Appreciating debt at this level and in this way certainly makes the issue potentially more practicable. This practicability
however varies given the unevenness in terms of actually existing legal and institutional options or avenues for each case.
There are for instance relatively well-defined domestic laws on graft, corruption and fraud in the Philippines (although
many are inapplicable to international contracts). In contrast there is no provision in domestic law on the crucial issues
of odious debts, destructive projects and the imposition of policy conditionalities; hence, these are not straightforwardly
expressible in strict legal terms. There is also the fundamental limitation of working within current narrow legal and
institutional frameworks that have actually in large part and for so long accommodated illegitimate debts. The well-
known difficulties of prosecuting powerful political and economic interests - especially in Third World contexts where
they wield so much power - also cannot be underestimated.

Thus defining illegitimate debt in the Philippines or indeed anywhere else cannot be done in a vacuum. Ultimately, the
most effective, precise and workable definition is that which will most contribute to advancing the struggle against unjust
social and economic systems. In practice the balance that must be struck is between two things. On one hand, there is
the immediate practicability that arises from hewing closely to the framework and language of existing national and
international laws. On the other hand, there is also the need to continuously assert principles of social justice and in so
doing actively challenge the boundaries of prevailing laws and practices.

This is not a matter that can be resolved merely at the conceptual level and through a merely theoretical exercise of
coming up with a conceptually clear-cut and rigorous definition. There needs to be consideration of actual conditions
and a measure of judgment of real-world parameters. The answer is also not likely to be the same in different countries
with vastly different economic and political contexts, nor perhaps even for the same country at different times. This paper
argues that given the specific historical-economic experience of the Philippines, given recent trends in debt and finance,
and given its current political-legal context, "illegitimacy" needs to be primarily conceived in a way that does not divert
from the central role of debt as a whole in maintaining Philippine underdevelopment and in a way that does not self-limit
the debt that can be so conceived.

2.3 Who Defines Illegitimacy?

The debt problem seen in its larger economic and historical context, and with consideration of its central role in
maintaining Philippine underdevelopment, must be at the core of the concept of illegitimacy. It is this sharpness of focus
and resolve to address root causes that places the locus of defining illegitimacy on social movements and only second-
arily on legal systems and official mechanisms (which have largely operated to preserve the status quo of debt domina-
tion). By "secondarily" is meant not that they are irrelevant but rather that social movements must make and retain the
initiative in defining illegitimacy even in formal legal-institutional terms. This includes ensuring that the solutions to the
debt problem that are expressed in legal and official realms promote the demand for social justice and do not divert from
the central issues of the anti-debt struggle.
3For instance, governments of countries tend to be considered “credit-worthy” if they follow “free market” policies of open trade and investment as well as
practice policies of fiscal and monetary restraint. On the other hand, countries with governments that dare to control trade and investment, provide
substantial social services, and direct financial resources according to development plans are deemed riskier.
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Moreover, in practical terms, legal and official mechanisms in any case tend to merely reflect the balance of political or
social forces around them. Social movements are vital for being the most significant challenge to the status quo.

In the Philippines the resurgent struggle since the late 1960s against unjust social and economic structures dominated
by foreign and domestic elites provided the foundation of the vibrant anti-debt movement that emerged in the 1980s. This
struggle - against the dictatorship in the 1970s and 1980s, against neoliberal "globalization" in the 1990s, and as well
against intensifying political repression today - is most of all what has placed and maintains "illegitimate debt" on the
public agenda.

The role of social movements in defining illegitimacy and in sustaining the anti-debt campaign has been of the greatest
importance. The clearest example is how the Philippine mass movement's determined political struggle was most of all
what defined and established the Marcos regime as a dictatorship. And it was really on this basis that its debts were
consequently declared and widely recognized as illegitimate. Initial anti-debt campaigns during the Third World debt
crisis of the early 1980s eventually gave birth to a broad national multi-sectoral anti-debt movement which gave impetus
to further building an anti-debt constituency nationwide. Post-Marcos government debt policies such as on the automatic
appropriation of payments for debt service were opposed and debt campaigns were linked to other basic economic
issues including International Monetary Fund (IMF) stabilization programs, World Bank (WB) structural adjustment
programs (SAPs), and neoliberal economic policies.

Indeed, the growing strength of the social movement remains the most important opportunity for achieving broad public
acceptance of the illegitimacy of debt. It is also the starting point of domestic and international alliance work, as well as
the solid base from which to launch efforts directed towards parliament. Conversely, any weakening of the social move-
ment and its anti-debt campaigns cannot but also weaken all of these.

The basic "illegitimacy" of debt is best considered as not something that has been defined or can be expected to be
defined in the first instance by the legal system. It is rather a de facto status that necessarily follows from the nature of debt
in general and how it has affected the Filipino people. Philippine social movements have been enormously successful in
recognizing and asserting this. It is also well-positioned to continuously create the conditions for such recognition and
assertion in the legal-institutional realm.



A Case Study 15

3.0 Overview of Philippine External Debts
3.1 The Trajectory of the Philippine Debt Crisis

There were many objective conditions for the rapid rise in the country's foreign debt in the last four decades particularly
in terms of developments in the conditions of global finance over that period. (See Chart 1, which also highlights changes
in administrations) These debts were moreover not contracted as part of genuine strategies for domestic development
and were loans in the context of economic strategies promoting foreign domination of Philippine economic life. Particu-
larly since the 1980s, these debts have reinforced backwardness through implicit and explicit policy conditionalities.
Strictly speaking, the Philippines' problem with foreign debt does not just refer to public or sovereign debt but also to
private sector debt - both constitute a drain on society's resources even if the circumstances of the transactions them-
selves may differ. Although public debt has in any case accounted for some three-fourths of all foreign debt since the
1980s the distinction is drawn in this paper where there are relevant differences.

The 1970s was a petrodollar rich era of rapidly increasing global liquidity. There was consequently great pressure for
financial capital to seek profitable opportunities outside of directly productive investments and sovereign debt provided,
literally and figuratively, a golden opportunity. The country's foreign debt was just US$2.3 billion in 1970. This rose rapidly
in the mid-1970s following the OPEC (Organization of Petroleum Exporting Countries) oil price shocks - increasing
almost nine-fold from US$2.9 billion in 1973 to US$24.7 billion in 1982. This slowed in the 1980s with the onset of the
Third World debt crisis with the rate of increase of the foreign debt slowing especially following the regime change in
1986. The 1990s however was the era of the "emerging market" syndrome and, again, of the pressing need for foreign
finance capital to seek renewed sources for its super-profits. This was facilitated in the Philippines by sweeping financial
liberalization starting in 1992 after which the pace of borrowing again picked up. The foreign debt stock increased rapidly
from US$30.8 billion in 1992 to US$51.0 billion in 1999, slowing only with the effects of the Asian Crisis. The officially
reported debt stock is US$53.4 billion in 20064.  While there is an apparent slight dip in the foreign debt stock since 2003
the specific circumstances of this, as will be explained in more detail later, remain consistent with the general analysis of
a worsening debt crisis.

Chart 1: Total external debt, 1970-2006 (US$ billion)
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4 Although it may be argued, as it is below, that the complete debt stock in 2006 exceeds US$60 billion.
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The foreign debt experiences through the Marcos (1966-85), Aquino (1986-91), Ramos (1992-97), Estrada (1998-2000)
and Arroyo (2001-present) administrations have then correspondingly varied (See Table 1). There is first of all the
situation such as during the Marcos dictatorship when foreign debt soared at unprecedented rates from 1966 to 1985.
Foreign debt of just US$599 million in 1965 increased forty-four-fold over 20 years at an average annual amount of
US$1.3 billion a year to reach US$26.4 billion by the end of 1985. Borrowing was heavily concentrated in the post-oil
shock period of the 1970s.

Source: Computations based on data from Bangko Sentral ng Pilipinas (BSP)

The Aquino government took over in the wake of the "debt crisis" which started in Latin America in 1982 that, among
others, greatly constricted global lending. Thus the average accumulation during the Aquino government was only
US$591 million per year or less than half that during the Marcos period.

The Ramos administration was in contrast a period of rapid increases in foreign borrowing at an annual average of
US$2.2 billion. This rate in nominal terms even far surpassed that of the Marcos administration. In large part this reflected
the so-called "emergent market" syndrome in the 1990s in which a handful of Southern countries - especially in East and
Southeast Asia - were seen as particularly profitable outlets for surplus finance capital. In East Asia and the Pacific alone,
total net resource flows soared from US$27 billion in 1990 to US$128 billion in 1997; this included an increase in the
amount going to the Philippines from US$895 million in 1992 to US$5.2 billion in 1996. This momentum was maintained
coming into the Estrada administration. Foreign debt rose at a historically high rate of US$2.7 billion per year, over nine-
tenths of which was public debt and then largely in just the first two years of the Estrada term.

At first glance and looking at just debt stock figures, there was a seeming reversal of the situation for the better since the
start of the Arroyo administration. Annual foreign debt accumulation dropped to US$360 million which was just one-
seventh the rate under Estrada. This includes both public and private foreign debt. For one thing, the deteriorating
domestic economic environment meant a drastic fall in private sector foreign debt with the private sector debt stock
actually falling by an average of US$779 million annually. For another, the Arroyo regime's efforts to assuage foreign
creditors involved prepaying government debt. The unprecedented and drastic increase in public debt service has been
paid for mainly through the imposition of a new value-added tax law in 2005 (projected to generate an additional US$2
billion in revenues yearly) and cuts in education, health and housing that brought these down to levels lower than five
years before.

The foreign debt service burden from 2001-2005 has consequently been the heaviest in Philippine history whether
measured in absolute terms, in per capita or in its ratio to gross domestic product (GDP). (See Table 2) Put another way,
the 2001-2005 period has seen the most severe drain on national resources in its history with attendant adverse implica-
tions on economic performance and development. For the purposes of seeing the immediate drain on the Philippine
economy, the debt service burden which measures actual payments is more appropriate than the debt stock which
mainly reflects the sum of outstanding claims reaching into the future.

Marcos Aquino Ramos Estrada Arroyo US$ million 
1966-85 1986-91 1992-97 1998-00 2001-06 

Foreign debt at end of period 26,389 29,933 42,972 51,206 53,367 
Accumulation during entire term 25,790 3,544 13,039 8,234 2,161 
Average annual accumulation 1,290 591 2,173 2,745 360 

Memo items:      
Public foreign debt at end of period 19,259 24,550 26,708 34,135 37,076 

Accumulation during entire term - 5,291 2,158 7,427 2,941 
Average annual accumulation - 882 360 2,476 490 

Private foreign debt at end of period 7,130 5,382 16,263 17,070 16,291 
Accumulation during entire term - (1,748) 10,881 807 (779) 
Average annual accumulation - (291) 1,814 269 (130) 
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Source: Computations based on data from Asian Development Bank (ADB) Key Indicators (various years).

The scale of the country's debt problem is easy to summarize. The country has already made repayments accumulating
to over US$127.3 billion over the period 1981-2005. There is moreover a further US$8.3 billion in debt servicing from
1970-1980 but which have not been counted in Table 2 for lack of strictly comparable time series data; this amount in any
case does not substantively affect the assessment of foreign debt during the Marcos regime5.  Debt servicing since 1970
then amounts to at least US$135.6 billion.

Sovereign or public debt accounts for 69.5% of total foreign debt and public foreign debt service in 2006 alone is
projected to amount to US$4.2 billion. While the officially reported debt stock is US$53.4 billion in 2006, the total foreign
debt is actually US$60.2 billion if other private sector loans also monitored by the BSP but relegated to footnotes of the
external debt statistics are also counted. The difference is accounted for by private sector loans that following foreign
exchange liberalization in the early 1990s were no longer required to seek BSP approval and registration, by inter-
company accounts and by private sector obligations under capital lease agreements6.  These "footnote" foreign debts
averaged US$6.4 billion yearly over the 2001-2006 period.

Marcos Aquino Ramos Estrada Arroyo  
1981-85 1986-91 1992-97 1998-00 2001-05 

Debt service burden (US$ million) 13,661 17,774 27,465 17,893 47,842 
Average annual DSB (US$ million) 2,732 2,962 4,578 5,964 9,568 
Average annual per capita (US$) 52.80 50.17 67.67 79.33 117.00 
Average annual DSB to GDP (%) 8.1 7.8 6.9 8.2 11.8 

 

5Debt service data for 1970-1980 from Bangko Sentral ng Pilipinas (BSP) consists of principal and interest payments on all fixed term credits. This is likely
a slight underestimate of total debt service paid in the period.
6 The BSP monthly reporting requirement is maintained however the non-BSP-approved loans cannot be guaranteed by the public sector or banks and will
not be serviced with foreign exchange from the banking system.
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4.0 OVERALL SOCIO-ECONOMIC IMPACT OF THE
LOANS

The Philippines remains in the era of illegitimate debts and underdevelopment. The current Arroyo government's debt
burden is the inevitable result of decades of essentially unchanging anti-national and anti-people economic policies; it is
also making the most debt payments and is the most indebted government in Philippine history. Also the inevitable result,
in the same manner, is the dismal state of the economy and the worsening plight of the people. The decades of rising
foreign debt since the 1980s have seen the unambiguous deterioration of the economy. Most revealing is simply how
there are more poor Filipinos today than at any time in the country's history: some 65 million Filipinos or 80% of the
population struggle to survive on the equivalent of US$2 or less each day (at current exchange rates)7.  Some 46 million
Filipinos do not meet the daily dietary requirement8.  But the worsening economic situation is also evident across a wide
range of indicators9.

4.1 Debt and Underdevelopment

The Philippines has a population of 87.0 million and gross domestic product (GDP) of P6.0 trillion (US$120 billion) as of
2006. The difficult situation of the majority of Filipinos today is a direct result of the country's long history of economic
inequities and by the interlinked array of "free market" measures implemented since the 1980s and until today. This has
included the continuous drain of economic surplus through debt service since 1981 accumulating to US$127.3 billion,
which is much higher than some US$20 billion repatriated as profits on foreign direct investment in the same period10.
Foreign debt - or more specifically the vicious cycle of foreign debt, foreign investment and surplus extraction - has
unequivocally deepened social backwardness and suppressed economic development.

The International Monetary Fund (IMF) and the World Bank (WB) have played key roles in determining economic policy-
making throughout this period. All told there have so far been US$12.5 billion worth of loans and US$88.8 million of grants
in WB "development assistance" for 188 programs and projects, and 24 IMF programs with attached loans worth US$3.0
billion and SDR2.6 billion.11  The WB also continues with its country strategies and development policy loans, the most
recent of which is a US$250 million loan approved for disbursement in December 2006 after government implementa-
tion of harsh fiscal measures including higher taxes and reduced spending. The IMF's regular country monitoring reports
and their "recommendations" remain influential and compliance has been compelled not only through financial pres-
sure from commercial banks but also through global capital markets. Monopoly finance capital has since the 1990s
increasingly used international bond markets and sovereign credit ratings as leverage to compel both "free market"
policies and tight fiscal and monetary policies that had traditionally been the purview of the international financial
institutions (IFIs).

Imports were liberalized through successive tariff reform programs beginning as early as 1981 and spanning two dec-
ades. On the foreign investment front, 100% foreign ownership has been allowed in all but a few sectors since 1991; there
is complete freedom to repatriate capital. Foreign exchange controls were dropped in 1993. Water transport was liber-
alized and deregulated in 1992 telecommunications in 1993, banking and shipping in 1994, airlines in 1995, mining in
1995, oil in 1996 and 1998, and retail trade in 2000. Some US$4.0 billion worth of government assets has been privatized
including oil firms, water utilities and power plants. Essential road and power infrastructure has been turned over to the
private sector through build-operate-transfer (BOT) projects following deregulation in 1993. Hospitals began the process
of "corporatization" around 1999. The General Agreement on Tariffs and Trade (GATT) was ratified by the Senate in 1994
and the Philippines became a founding member of the World Trade Organization (WTO) in 1995.
7 IBON calculations on National Statistics Office (NSO) data using a poverty line of P96 per day or US$2 at current exchange rates (this figure is not comparable
with the often-cited World Bank “$2 a day” figure which is calculated not at current exchange rates but using purchasing power parity, or PPP, exchange rates).
The government officially reports population poverty incidence of 30% by using an unrealistically low poverty line of just PhP33.72 (US$0.67 at current
exchange rates). The official poverty figure is also understated by excluding those without “official and permanent residence” – i.e., those living in squatter areas,
in the streets, ambulant rural poor, etc.
8 This estimate is from the United Nations Development Programme’s (UNDP) Second Philippine Progress Report on the Millennium Development Goals.
Using the official subsistence food threshold, the government reports 11 million Filipinos unable to meet food subsistence requirements. However, as with the
official poverty threshold, the subsistence food threshold is extremely questionable for being set at an extremely low P22.33 (US$0.45) a day, or P7.44
(US$0.15) per meal.
9 The following discussion draws from IBON research prepared for an indictment submitted to the Permanent Peoples’ Tribunal (PPT).
10 IBON estimates using Bangko Sentral ng Pilipinas (BSP) data for 1980-1999 and extrapolations in 2000-2006.
11 Estimates based on IBON monitoring.
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The cumulative macroeconomic effects of all this neoliberal restructuring of the economy are severe. We can begin with
the observation that since 2000 the debt service burden (DSB), measured by its equivalent share in GDP, has reached
levels higher even than during the debt crisis of the 1980s. (See Chart 2)

Chart 2: Total external debt and debt service burden (DSB), 1981-2006 (% of GDP)
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Chart 3: Selected macroeconomic indicators, 1949-2006
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The DSB by this measure hit a peak of 9.0% in 1982 compared to a high of 13.0% in 2001. This situation has coincided
with drastic economic problems in recent years. The average annual GDP per capita growth rate of 0.6% in the debt-
burdened "globalization" era 1981-2006 is one-fourth of that in the previous period 1959-1980 (2.4%).12  The period from
the 1980s onward has been a time of increasing volatility and, moreover, it was also only in this period that the economy
was hit by crisis so bad that it actually shrank: in the years 1984-1985, 1991 and 1998. (See Chart 3) Recently, annual real
average family incomes even dropped by 10% since 2000 to just P130,594 (US$2,612) in 2003; these are measured at
current prices and, with an average family size of six, correspond to P60 (US$1.20) per person per day.13

However, not only has growth been slowing but the gains from these meagre growth rates have not even been going to the
broad majority of the Filipino people. Much of that growth is driven by debt and by foreign investment in the domestic
economy and the corresponding returns have accrued largely to foreign creditors and investors. Moreover, even for those
returns going to Filipino households, the gains have been grossly lopsided and already deep inequality has become
worse. Between 1985 and 2003 the poorest 60% of the population have actually seen their share in national income
becoming even smaller - falling by 1.8 percentage points to just 25.8% of total income - while the richest 20% were able
to increase their share by another 1.2 percentage points (i.e., to 53.4% of total income)14.  The income of the richest 10%
of households in the country is now 21 times that of the poorest 10% of households. The net worth of the country's 10
richest individuals of US$12.4 billion in 2006 is equivalent to the combined annual income of the country's poorest 9.6
million households composed of some 48 million Filipinos (i.e., P625 billion in 2003)15.

Hunger is widespread. The country's nutritional status is in step with its poverty: around 9.3 million households (56.9% of
total households) with 46.3 million Filipinos do not even meet just the 100% dietary energy requirement16.  This is
supported by a recent national survey with 67% of households reporting difficulty in buying food17.

The capacity of the economy to create jobs is being destroyed and this directly undermines the livelihoods of millions of
Filipinos. Joblessness and job scarcity have steadily increased since the 1980s and reached historic highs. In 2006 there
were 11.6 million Filipinos unemployed (4.1 million) or otherwise underemployed and still looking for more work (7.5
million)18  - this is the most number of Filipinos looking for work in the country's history. The average annual unemploy-
ment rate of 11.3% and underemployment rate of 18.7% over 2001-2006 is also the worst six-year period of these rates in
the country's history19.   (See Chart 4.3) The surging underemployment in particular reflects how the jobs available are
increasingly of low quality (i.e., non-wage or -salaried work, part-time work, low-paying and insecure informal work, etc.).
The underemployment rate has severely deteriorated and increased by some six percentage points in the last six years
to a decade-high 23 percent20.

Deprived of their right to find decent productive work in their home country, some 3,200 Filipinos are forced to leave the
Philippines every day to find work abroad. There are now over 9 million overseas Filipino workers (OFWs) - equivalent to
one-fourth of the country's labour force - scattered in 192 countries worldwide21.  Their US$12.7 billion in remittances in
2006 is equivalent to some 11.0% of GDP - which is a seven-fold increase from being equivalent to just 1.5% of GDP in
198122.  This makes the Philippines the most overseas remittance-dependent economy of any significant size in the
world. The social costs are however severe: domestically, families are split up; abroad, OFWs face discrimination, abuse
and violations of their rights to decent wages and working conditions.

The country is producing less food per person now than it was in the late 1960s23.  As a result it has been running
agricultural trade deficits since 1994 and is already the world's biggest rice importer.

 12 IBON estimates using National Statistical Coordination Board (NSCB) data.
 13 National Statistics Office (NSO, 2005), 2003 Family Income and Expenditure Survey (FIES)
 14 National Statistics Office (NSO), Family Income and Expenditure Survey (FIES) various years.
 15 IBON estimates using data from Forbes Asia (Dec. 25, 2006 issue) and from the latest Family Income and Expenditure Survey (FIES) 2003 of the National
Statistics Office (NSO).
 16 Food and Nutrition Research Institute (FNRI, 2005), 2005 Updating of the Nutritional Status of Children in the Philippines.
 17 IBON Nationwide Opinion Survey, June 2006.
  18Income & Employment Statistics Division, Household Statistics Department, National Statistics Office (NSO).
 19 There is no data available for the years 1949-1955 and 1976-1979. Ibid.
  20Ibid.
21  Data from Philippine Overseas Employment Administration (POEA).
22  IBON estimates using Bangko Sentral ng Pilipinas (BSP) data.
23  From 8,779 kilograms of rice, vegetables, fruits, sugar and root crops per person per year in 1969-71 to just 7,299 kilograms in 2000-02. IBON computations
on data from FAOSTAT On-line database.
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Land ownership is falling and less than a third of landowners still own more than 80% of agricultural land. Farming
technologies remain predominantly hand tools and water buffaloes.

Industrial trade and foreign direct investment liberalization have combined to undermine domestic industry and to reduce
it to a low value-added, low-employment-generating and non-developmental link in global transnational corporation
(TNC) supply chains. TNCs have dramatically increased their domination of local industry and increased their share of
total manufacturing sales of the country's Top 1,000 corporations from 55.9% in 1999 to 75.0% in 200424.  However, the
domestic manufacturing sector as a whole (i.e., including TNCs) continues to shrink and its 22.0% share of GDP in 2006
is even smaller than its 24.6% share in 1960 over four decades ago25.  (See Chart 4.3) The rush of cheap imports and lack
of industrial policy badly ravaged an already stunted sector: per capita production of textiles in 2000 was half that in 1986;
metal industries' output was 17% lower, and that of food, beverage and tobacco products was 10% less26.  The manufac-
turing sector is also increasingly unable to generate jobs and its share in total employment has fallen from 12.1% in 1960
to just 9.3% in 200627.

Particularly significant and indicative of the diminishing economic potential of the national economy are the steady falls
in the rates of gross domestic savings and gross domestic capital formation since the mid-1970s. From 28.6% and
32.9% of GDP, respectively, in 1976 these are down to 20.1% and 15.7% in 200528.  This is notwithstanding a slight
increase in these rates since 1981.

At the same time, increasing economic surpluses have been taken from Filipino workers to support capitalist profits as
well as to pay for debt. National output has been expanding with GDP increasing in absolute terms by 67% between 1990
and 2005 (at constant 1985 prices). Increasing labour productivity is a significant factor with the labour productivity index,
or the ratio of national output to employment, increasing 13% between 1990 and 2004. However total non-agricultural
employee compensation has fallen 13% over that same period with the steepest fall in manufacturing compensation
which dropped 51%. There has then been a decades-long trend of a falling share of labour in national income - which
drastically dropped by 23 percentage points from 60% in 1979 to just 37% in 2004 (with capital correspondingly increas-
ing its share from 40% to 63%).

There is finally a dramatic fall in the exchange rate since the 1980s debt crisis. This trend began in 1983 with the peso
steadily falling in value against the dollar from PhP8.54 to the US$1 in 1982 PhP29.47 until 1997. (See Chart 3) Following
the Asian Crisis it suddenly plunged 39% to PhP40.89 in 1998 and generally continued to fall until reaching PhP51.31 in
2006.

Overall, the Philippine domestic economy today is increasingly hollowed-out and essentially as underdeveloped as it was
decades ago. Economic performance has been particularly dismal since the 1980s and onset of the global debt crisis.
Consecutive administrations have resisted implementing genuinely democratic reforms in the economy. They have
instead, especially since the early 1980s, implemented distinctly anti-democratic, pro-elite and pro-foreign policies of
neoliberal "globalization". There is still no real agrarian reform, which is so vital in a country with some 70% of its
population directly and indirectly dependent on agriculture for their livelihoods. There is still no program to develop
national industries, which are so vital to create the jobs and the foundation for a vibrant domestic economy. Instead the
country has been increasingly consolidated as a source of cheap labour and raw materials, a captive market for foreign
goods, and an outlet for recycling surplus finance capital.

4.2 Different Debt Profile, Same Underdevelopment

When looking at indicators of the country's external debt, the figures have to be interpreted in ways that consider develop-
ments in the nature of global finance and in the subordination of the Philippine economy to overseas interests.

The liberalization of global financial sectors in much of the world since the 1990s is important. The neoliberal offensive
for capital market liberalization was impelled by the massive accumulation of finance capital amidst a slowing global
economy and diminishing sources of profits from productive investment.

24 Business World Top 1000 Corporations in the Philippines, various years.
25 National Statistical Coordination Board (NSCB), National Income Accounts, various years.
26 Bayan Muna (2002), “Philippines 2002: People Last”, October 2002.
27 National Statistics Office (NSO) Labor Force Surveys, various years.
28 Data from Asian Development Bank (ADB) Key Indicators and Bangko Sentral ng Pilipinas (BSP).
29 Labor’s share is the share of total labor income– i.e., the sum of labor compensation and derived labor income from net household operating surplus – in
GDP. National Statistical Coordination Board (NSCB).
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One implication of financial liberalization is that the Philippine economy has become ever more vulnerable to external
shocks and cascading fiscal, financial and economic crises. Unilateral increases in first world interest rates can be
enough to trigger massive capital flight.

The peso is severely devalued with foreign exchange markets also becoming more volatile. This vulnerability associated
with the ceaseless burden of debt repayments is not readily seen in the usual indicators of "debt sustainability".

Another implication is that bond financing has rapidly increased its share of the foreign debt. At first glance these seem to
be free from the direct conditionalities associated with bilateral and multilateral debt. However while there are no formal
and explicit conditionalities, in practice the discipline that global financial markets exercise by demanding "creditworthi-
ness" and assuring "investor confidence" - among others including tight fiscal discipline - have been no less restrictive.

Also important is how record numbers of the cheap Philippine labour force are literally and virtually exported where the
products of their labours don't accrue to the domestic economy. Over ten million Filipinos work overseas or domestically
in subsidiaries or subcontractors of TNCs.

This implies that the products of their labours accrue largely to foreign economies and to TNCs rather than circulate
within the domestic productive economy (where the main contribution they make is the portion of their salaries that go to
consumption in the domestic economy).

 Filipino cheap labour is actually exported as overseas workers while virtually "exported" when they work in TNCs. These
certainly increase the foreign exchange capacity of the Philippines through overseas worker remittances, receipts from
electronics export manufacturing and business process outsourcing services. Yet while these increase the chances of
uninterrupted payments to creditors - with corresponding "improvements" in conventional debt indicators - they also
mask the underlying economic crisis of an increasingly hollowed-out domestic economy.

The country's debt burden remains severe and this reality is to some extent misrepresented by the conventional indica-
tors which pertain to whether or not creditors can be repaid and that focus particularly on the economy's capacity to
generate foreign exchange. However this narrow conception of "capacity to pay" is grossly unable to capture the real
development and welfare implications on the people. With these caveats in mind and referring to the country's debt profile
contained in Annexes A and B (debt by term structure, borrower, creditor and country), Annex C (total external debt) and
Annex D (debt service burden), we can highlight some general points regarding the Philippines' foreign debt situation:

1. The harsh debt service burden drains the Philippine economy of scarce financial resources that might otherwise
have gone to financing its heavy social and development needs. There is both an immediate depressing effect on
the economy at the same time as future prospects are undermined further. The debt service burden measured as
a percentage of GDP has reached unprecedented highs in the last six years and far surpassed even levels during
the height of the 1980s debt crisis. (See Chart 4)

The share of the DSB to GDP was more or less maintained at high average of 8.0% over the 1981-1993 period and then
fell, briefly, to a low of 5.2% in 1997. There was however a drastic increase from 1998 to the period 2000-2004 which saw
the DSB sustain at historically high rates and averaged 11.9% of GDP; this was almost four percentage points higher than
the average DSB to GDP share of 8.3% in 1982-1987. In 2005 this returned to 8.3% which is basically the previous high
average of the 1980s to early 1990s.

2. The usual DSB ratios against current account receipts, exports, and exports and receipts from services and
income had been steadily falling throughout the period 1981-1997. This coincided with the increased "globaliza-
tion" of the economy which meant increased foreign investment in manufacturing export enclaves and increasing
OFW remittances.

Cumulative FDI reached US$18.7 billion in 2005 resulting in an almost threefold increase of the FDI stock's share in GDP,
from an average of 5.5% in 1980-1984 to 15.7% in 2000-200530.  Net foreign direct investment averaged US$860 million
per year in the period 2001-2005, with a further US$1.4 billion in the first eight months of 200631.

30 IBON computations on BSP data.
31Ibid.
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Coupled with trade liberalization, this has caused the Philippine economy to become import-dependent and export-
oriented to an unprecedented degree. Combined imports and exports were equivalent to more or less around half of GDP
from the mid-1970s and throughout the 1990s32.  This drastically increased with rapid trade liberalization in the 1990s
where they shot up from 61% of GDP in 1990 to stabilize at around 100-110% in the years since the 1997 Asian Crisis until
today33.   The share of OFW remittances in GDP in turn slowly but steadily increased over a decade from 1.5% in 1981 to
3.6% in 1991, and then grew rapidly over the next decade-and-a-half to reach 10.9% in 200634.

All these exports, investment and remittances have noticeably improved the conventional DSB ratios. Over the period
1982 to 1997: DSB to current account receipts dropped from 39.5% to 8.7%; DSB to exports dropped from 66.8% to
17.1%; and DSB to exports and receipts from services and income dropped from 34.3% (1983) to 9.0 percent. (See Chart
4) However none of this signified a strengthening or developing of the economy - not being based on solid agricultural or
industrial development - so much as assured creditors that the foreign exchange for repayments to them would be
available. In any case, even this trend could not be sustained and was disrupted with the Asian Crisis after the DSB ratios
quickly worsened and significantly rose by up to 12 to 13 percentage points. Although recent movements indicate a return
to pre-Asian Crisis levels this is in the context of, as shown in the previous section, a greatly hollowed-out domestic
economy.

These developments also explain the steady improvement in the ratio of short-term debt to gross international reserves.
This ratio averaged over 1,400% in the years 1983-1985, fell to around 300-400% in 1986-1988, and then continued to
steadily fall especially since 1992 to reach 25.0% in 2006. (See Annex C)

3. The country's external debt to GDP ratio rose rapidly from 58.6% in 1981 to a (so far) all-time high of 97.7% in 1986
due to a combination of Marcos era debts and debt crisis-related economic collapse. (See Chart 2) This was
reduced with burdensome payments since 1986 which brought the ratio down to 63.9% in 1990 and then further,
following Brady Plan arrangements, to 48.6% in 1996. The situation rapidly deteriorated since 1997 though and
the ratio quickly rose to a high plateau of some 70% in the years 1998-2003. This was due largely to the drastic
devaluation of the peso and the large power sector-related debts resulting from public guarantees in onerous
government energy contracts in the early 1990s. The drastic measures in this period - especially the unprec-
edented heavy debt repayments and severe expenditure cuts - brought the ratio down to 45.6% in 2006. Nonethe-
less, creditors remain wary and the country's credit ratings according to international ratings agencies remain low.

4. The government has consistently accounted for the largest share of the country's external debt. The share of the
public sector in foreign debt rose rapidly from 68.5% of total foreign debt in 1984 to plateau at an average of 81.5%
over the period 1987-1995 (peaking at 83.5% in 1993); this fell steeply in 1996 where and has settled at a stable
average of 66.7% over the period 1996-2006. (See Annex C) Government debt has basically increased at a steady
rate throughout this period and the variance is largely explained by the significant drops in private borrowing from
the mid-1980s to 1993, and then by the sudden speculative increase in private borrowing from US$103 million in
1994 to US$227 million in 1997. (See Annex C) This peaked at US$236 million in 2001 and has steadily fallen
since to US$189 million in 2006.

5. The Philippines began with an extremely large share of short-term debt because of the debt crisis that exploded
in mid-1982 - beginning in Mexico and then Brazil - which greatly reduced the availability then of medium- and
long-term debt. This resulted in a difficult situation in 1983-1985 with between 30-40% of debt being short-term
debt and then at extremely high interest rates. (See Annex C) The stabilization of the situation and the relatively
greater availability of finance since the 1990s has the share of short-term debt stabilizing at more or less 11.6%
over the long period 1990-2006; the greatest variation from this was during the Asian Crisis in 1997 when short-
term debt took up 14.8% of GDP. As of the end of September 2006, the average remaining maturity of public
medium- and long-term debts was 12.5 years while that of private debt was 5.4 years35.

32 IBON computations on NSCB data.
33 Ibid.
34 Ibid.
35 Bangko Sentral ng Pilipinas (2007),  “Sustaining Economic Momentum: A Shared Responsibility”, Philippine Economic Briefing on Monetary, External
and Banking by Deputy Governor Diwa C. Guinigundo, Domestic Roadshow, March 2007 .
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Chart 5: External debt by institutional creditor, 1983-2006 (% of total debt)
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6. By institutional creditor, the biggest change in the last two-and-a-half decades is the greatly increased share of
bondholders/note holders in total debt. (See Chart 5) From an average of just some 3% in the years 1983-1991 -
when it was by far the smallest among institutional creditors - this steadily increased since 1992 to reach 35.1% in
2006. The most rapid increases occurred in the period 1993-1997 in the wake of financial sector liberalization, at
the height of the "emerging market syndrome", and prior to the Asian Crisis. They are now the country's dominant
source of foreign debt - especially for the public sector whose sovereign debt papers are generally seen as more
reliable than lending to the private sector. On the other hand, the share of bank debt fell significantly from 63.7% in
1983 to 20.0% in 2006, even hitting a low of 11.6% in 1994 before rising to and then levelling off at around 20% in
2001-2006. The most rapid fall came after the Brady Plan arrangements in 1992.

Combined bilateral and multilateral debt peaked at 66.7% in 1994 which has since steadily decreased to 38.5% in 2006.
(See Annex B) It is noticeable how the combined stock of bilateral and multilateral debt has been falling since hitting a
peak of US$26.7 billion in 1999. In 2006 this was down to US$20.5 billion which implies higher repayments than new
inflows, or net capital outflows. (See Annex A) Although this might be taken as meaning less explicit conditionalities, it also
means less concessional rates for existing debt.

As of 2006, bondholders/note holders have the biggest share (35.1%), followed by bilateral sources (25.1%), banks and
other financial institutions (20.0%) and the multilateral agencies (13.3%). (See Annex B) It follows from these trends that
the creditors' country of origin is becoming less clear where, with 51.6% of debt from bondholders/note holders and
multilateral agencies, only 48.4% of debt have identifiable countries of origin. Over 80% of such debt comes from just six
(6) countries: Japan, US, France, Germany, United Kingdom and South Korea. Japan's official and private creditors
account for the largest share and take up 44.4% of debt with an identifiable country of origin
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5.0 IMPACT OF THE PUBLIC DEBT
5.1 The Philippine Debt and Fiscal Crisis

The continued payments to Northern creditors underpins the Arroyo administration's serious debt and fiscal crisis; it is
making the most public debt payments and is the most indebted government in Philippine history, as well as being among
the most heavily indebted in East Asia. Central government foreign and domestic debt payments in 2005 ate up 83% of
total revenue - the highest level ever recorded - even as the total public sector debt stock of P5.1 trillion (US$92.6 billion
at prevailing exchange rates) was equivalent to 93% of GDP36.  Total central government debt stands at P3.914 trillion
(US$78.3 billion) as of October 200637.  Total public sector debt - i.e., including debt of government corporations and
other government entities - meanwhile approaches P6 trillion (US$120 billion) or equivalent to some 100% of GDP.
These do not even yet include contingent liabilities of P552.7 billion (US$11.1 billion) as of September 200638.  The
regime has strictly adhered to the infamous Marcos-era Presidential Decree 1177 on automatic appropriation for debt
servicing in national budgets which ensures that all public debt is absolutely and unconditionally paid for.

In nominal terms, total public debt service has increased 186% from its level in 2001 to reach P784 billion (US$15.7
billion) in just the first 11 months of 200639.  In real per capita terms (i.e., taking inflation and population growth into
account) debt servicing doubled over the same period to P9,015 (US$180) per person in 2006. Among the measures
taken by the Arroyo regime to make these high and rising payments on massive public debt are drastic cuts in spending
on social services that have been brought to levels lower than five years before. Real spending per capita on education
of P1,508 (US$30.16) in 2006 is 22% lower than in 2001, on health of P159 (US$3.18) is 25% lower, and on social
security, welfare and employment of P532 (US$10.64) is 9% lower40.  (See Table 3) As it is, social and economic services
are already grossly inadequate from having suffered decades of accumulating neglect.

Table 3: National government budget, selected items, expenditure program and real per capita spending,
2001-2006 (CPI 2006=100)

* Estimated using re-enacted 2005 budget

Sources: Expenditure program figures from Department of Budget and Management (DBM) Budget of Expenditures and
Sources of Financing (BESF); inflation rates from Bangko Sentral ng Pilipinas (BSP); population from National Statistics
Office (NSO)

The situation is even worse looking at national government spending as a share of GDP: education spending at 2.3% of
GDP is the lowest in two decades, while health spending (0.2%) and on economic services (2.6%) are the lowest since
the onset of the debt crisis nearly three decades ago. (See Chart 6)

 2001 2002 2003 2004 2005 2006* 

2001-06 
inc/ 

(dec) 
(%) 

Education, Culture, and 
Manpower Development (in 
billion pesos) 

117.1 125.4 130.0 128.8 131.2 131.2 12.0 

   Real per capita (in pesos) 
1,928.7

3 1,962.83 1,927.85 1,766.10 1,637.61 1,507.85 (21.8) 

Health (in billion pesos) 12.9 14.5 13.0 14.5 13.9 13.9 7.4 
   Real per capita (in pesos) 212.66 226.80 192.57 198.54 173.00 159.29 (25.1) 
Social Security, Welfare and 
Employment (in billion pesos) 35.4 36.3 33.9 44.8 46.3 46.3 30.6 

   Real per capita (in pesos) 583.33 568.81 503.26 613.81 577.28 531.54 (8.9) 
 

36 At its peak in 2003, the total public sector debt stock was equivalent to 118% of GDP.
37 Bureau of the Treasury (BTr) data.
38 Contingent liabilities are government-guaranteed loans and other obligations under build-operate-transfer schemes and other similar arrangements.
39 Peso values are in 2001 pesos and converted to US dollars using an exchange rate of P50:US$1.
40 IBON computations on data from the Department of Budget and Management (DBM).
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On the other hand, total national government debt service is the highest that it has ever been and has steeply increased
from 5.2% of GDP in 1997 to over 12% in 2005 (12.4%) and 2006 (12.0%).

Chart 6: Selected National Government Spending, 1981-2006 (% of GDP)
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Chart 7: Selected National Government Spending, 1981-2006 (% of budget)
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The inverse correlation and encroachment of debt service on social and economic services especially since the late
1990s is unambiguous. Drops in social service spending are immediately felt by the people in terms of further deteriorations
in services while reductions in economic services - for instance in communications, roads and other transport - compro-
mise current and future economic activity especially in the poorest and most neglected hinterland areas.

Debt service has clearly crowded out social services in the national government budget and interest payments on public
debt have drastically increased their share of the budget from 16% in 1997, to 25% in 2001, to 36% in 2006. (See Chart
7) The turning point was in 1997 after which education and health spending began their precipitous drop.

As it is, total public debt service payments in 2006 are nearly five times combined education, health and housing
spending. (See Chart 8) The government has already borrowed P592.4 billion (US$11.9 billion) in the first 11 months of
2006 of which over four-fifths went straight back to creditors in debt servicing.

The declining spending on public education is occurring amidst long-standing gross neglect. As it is, the Department of
Education (DepEd) itself admits that there is a lack of 20,517 teachers (assuming 45 students per teacher), 45,775
classrooms (assuming 45 students per classroom), 3.2 million seats and 67 million textbooks in the school year 2006-
200741.   These are shortages that have been increasing particularly since 200142.  The burden of health spending is also
increasingly borne by those least able to afford it. The government's share in the country's total health expenditure has
drastically fallen in the last six years with possibly the steepest drop in such a short period in history. National and local
government's share in total health expenditure was 40.6% in 2000 and fell by over 10 percentage points to just 30.3% in
2004. Filipinos were forced to make up the overwhelming share from private sources, primarily from additional out-of-
pocket spending43.

The Philippine government's priorities are clear: reduced spending on vital economic and social services to be able to
unconditionally service its debt. Central government expenditures as a percentage of GDP have fallen between 2000 and
2005 for, among others: agriculture and agrarian reform (from 5.1% in 2000 to 2.9% in 2005); communications, roads
and other transportation (2.3% to 1.0%), education (6.4% to 4.7%), health (0.4% to 0.3%) and housing (0.1% to a
negligible 0.0%).

Chart 8: National expenditure program, 2006 (PhP billion)
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41 Department of Education (DepED) data.
42 Noted in the annual budget hearings of the Department of Education (DepED) to the House of Representatives (HOR).
43 National Statistical Coordination Board (NSCB, 2006), Philippine National Health Accounts.
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This was done to accommodate rising total public debt service which nearly doubled its share in GDP from 6.8% in 2000
to 13.4% in 2005.

The Philippine tax system has already been found to be the second most regressive in Southeast Asia, next only to
Malaysia44.  This situation has been made even worse with the IMF- and WB-dictated additional value-added tax im-
posed in 2005 and projected to generate an additional P100 billion (US$2) billion in revenues yearly. A further P175 billion
(US$3.5) billion is expected to come from "sin taxes" and additional petroleum tariffs as well as higher government fees,
charges and power rates. There were also 10,000 less government workers in 2005 from the year before and, with P10
billion (US$200) million in separation pay being allotted beginning in 2007, tens of thousands more are due to be laid-off.

It is also important to highlight the problem that continuing inaction on the debt issue comes at a cost. Debt continues to
be paid and, as the years and decades go by, this means that it is becoming more and more difficult to recover these
payments. For example, as of September 2004 and taking just three consecutive administrations (e.g. Marcos, Aquino
and Ramos), continued repayments has meant that only some one-fourth (27%) of the original amount committed by the
national government in loans remains outstanding - US$17.7 billion out of US$65.1 billion. (See Table 4) The most
recent update on Marcos administration loans is that the outstanding balance has fallen even further to just US$730
million as of June 30, 200645.

Table 4 National government foreign loans contracted during Marcos, Aquino and Ramos administra-
tions, as of September 30, 2004 (US$ thousand)

* Original amount committed net of cancellations, unavailed amounts and principal paid

Source: Bureau of the Treasury, Debt Monitoring and Analysis Division

 Original amount  
committed 

Outstanding  
balance* 

Marcos  (1965 - Feb 24, 1986) 16,706,111 1,015,374 
   Fully paid 12,858,397 0 
   Active loan 3,847,714 1,015,374 
Aquino (Feb 25, 1986 - June 29, 1992) 29,587,515 7,093,977 
   Fully paid 15,125,036 0 
   Active loan 14,462,479 7,093,977 
Ramos (June 30, 1992 – June 29, 1998) 18,840,036 9,618,626 
   Fully paid 3,250,631 0 
   Active loan 15,589,405 9,618,626 
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6.0 CHALLENGING "LEGITIMACY"
It is clear that the massive Philippine debt has had devastating consequences for the Filipino people and violates the
national interest. This is true not just for Marcos-era debt but for the debt of subsequent administrations. This raises the
matter of how far this violation of the national interest has legal expression. In principle, the 1987 Philippine Constitution
appears to provide a clear legal starting point for considering this debilitating debt as illegitimate. Article II on the Decla-
ration of Principles and State Policies provides, among others:

Section 9. The State shall promote a just and dynamic social order that will ensure the prosperity and independence of the
nation and free the people from poverty through policies that provide adequate social services, promote full employment, a
rising standard of living, and an improved quality of life for all.

Section 10. The State shall promote social justice in all phases of national development.

There is also Article XII on the National Economy and Patrimony. This begins with:

Section 1. The goals of the national economy are a more equitable distribution of opportunities, income, and wealth; a
sustained increase in the amount of goods and services produced by the nation for the benefit of the people; and an
expanding productivity as the key to raising the quality of life for all, especially the underprivileged.

And it also says, giving legal basis to for asserting that the right against impairment of contracts is not absolute when this
goes against the general welfare of the people:

Section 6. The use of property bears a social function, and all economic agents shall contribute to the common good.
Individuals and private groups, including corporations, cooperatives, and similar collective organizations, shall have the
right to own establish, and operate economic enterprises, subject to the duty of the State to promote distributive justice and
to intervene when the common good so demands. (underscoring supplied)

Moreover, Article XIII on Social Justice and Human Rights commands:

Section 1. The Congress shall give highest priority to the enactment of measures that protect and enhance the right of all the
people to human dignity, reduce social, economic, and political inequalities, and remove cultural inequities by equitably
diffusing wealth and political power for the common good.

To this end, the State shall regulate the acquisition, ownership, use, and disposition of property and its increments.

These Constitutional guidelines for the development of the economy are addressed to the State in general encompass-
ing the Executive, Legislative and Judicial branches. The Presidency and Congress, in particular, are expected to have
primary responsibility for implementing these broad guidelines. At first glance it then appears that the country's experi-
ence with its debilitating debt establishes how this has damaged the general welfare of Filipinos in violation of fundamen-
tal public policy as enshrined in the Constitution which is considered the most basic law of the land.

Unfortunately the concept of "illegitimate debt" as defined, understood and campaigned by Philippine social movements
- i.e., as anti-developmental in its effect - has no legal expression as such. Indeed, on the contrary, there are unfortunately
further laws and legal precedents which in effect assert the basic legitimacy of any and all foreign debt. Moreover, this
"legitimacy" is continuously affirmed by frequent executive policy pronouncements as well as -most tellingly - in the
annual legislative budget practice of automatic appropriations. Thus there is much to deconstruct in the legal realm if
arguments for illegitimacy are to advance.

6.1 The "Legitimacy" of Philippine Debt

"Illegitimate debt" is essentially a political concept in the Philippines that is impelled by social and mass movements.
This, more than anything else, is what enables a high standard to be set and is an advantage that is important to preserve.
This is all the more significant considering the current legal and policy environment in the Philippines that is in its entirety
antithetical to the very idea of directly or indirectly declaring any debt as illegitimate. Since the 1980s debt crisis and
notwithstanding sparks of opposition, consecutive administrations (e.g. Marcos, Aquino, Ramos, Estrada and Arroyo) and
their corresponding legislatures have vigorously upheld the country's debts and all debt servicing.
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While the pro-people bias of the Constitutional guidelines is clear, these have been rendered almost ineffectual in terms
of the struggle against illegitimate debt in a number of ways: 1) the prevailing position of the Judiciary is to defer to the
executive and Congress on economic policy decisions; 2) the government has been given broad legal authority to
borrow; and 3) this authority is moreover affirmed by the law automatically and unconditionally appropriating payments for
debt service. All told these have given consecutive regimes the legal justification to persist with their oppressive debt
policies as well as given creditors the confidence that they will continue to be paid.

To the extent that the illegitimacy of debt derives from their overall anti-developmental impact, the Constitutional provi-
sions potentially provide meaningful and far-reaching legal basis. Unfortunately the above-cited provisions have been
regarded as providing mere broad "guidelines" and so are not firm enough bases on which to declare any specific
economic policy measure, including unconditional debt payments, as unconstitutional. For one thing they have been
deemed as not "self-executory" and needing further "enabling" legislation to be considered operative and enforceable46.
However it is very unlikely for any anti-debt laws to be enacted given the current balance of political power in the
Philippines47.   Moreover, apart from the absence of specific applicable laws, the Supreme Court has also narrowed the
meaning of due process or "grave abuse of discretion amounting to lack or excess of jurisdiction" which might otherwise
have provided sufficient ground to invalidate legislative or executive action. This has been interpreted by the Supreme
Court to mean "such capricious and whimsical exercise of judgment as is equivalent to lack of jurisdiction. The abuse of
discretion must be patent and gross as to amount to an evasion of positive duty or a virtual refusal to perform a duty
enjoined by law, or to act at all in contemplation of law, as where the power is exercised in an arbitrary and despotic
manner by reason of passion or hostility."48

This is a conservative position that restricts judicial authority to the letter of legislation and implicitly perceives the courts
as not competent authorities to determine which economic policies serve the people's welfare. The Supreme Court's
Chief Justice has clearly stated the opinion that on matters relating to "the economy, courts must defer as much as
possible to the actions taken by the President and Congress49."   The Supreme Court itself also often states that "The
judiciary is loathe to interfere with the due exercise by coequal branches of government of their official functions."50    In
fact, referring precisely to a petition challenging certain debt relief measures as violating the above-cited Constitutional
provisions, the Supreme Court recently asserted:

The exercise of the power of judicial review is merely to check - not supplant - the Executive, or to simply ascertain
whether he has gone beyond the constitutional limits of his jurisdiction but not to exercise the power vested in him or to
determine the wisdom of his act.  In cases where the main purpose is to nullify governmental acts whether as unconsti-
tutional or done with grave abuse of discretion, there is a strong presumption in favour of the validity of the assailed acts.
The heavy onus is in on petitioners to overcome the presumption of regularity. (Constantino, Jr. v. Cuisia, G.R. No. 106064
of October 13, 2005, underscoring supplied)

The net result is that the judgment and discretion on debt policy of the elite-dominated executive and Congress - or the
country's main economic policy-makers - cannot but pre-dominate. And this indeed has been the country's negative
experience over the past decades not just with debt policies but also for instance with such damaging economic policy
measures as the ratification of the WTO treaty and mining sector liberalization51.

At the same time, the Executive branch of government has been given broad authority to borrow. There is Presidential
Decree (P.D.) No. 142 - Amending Republic Act (R.A.) No. 245 Entitled "An Act Authorizing the Secretary of Finance to
Borrow to Meet Public Expenditures Authorized by Law and for Other Purposes" of March 2, 1973 which provides:

1 This position has for instance been expressed by the Chief Justice of the Supreme Court in Chief Justice Artemio V. Panganiban, “With Due Respect:
Two standards of judicial review”, Philippine Daily Inquirer, April 8, 2007.
2 For instance and as will be discussed in more detail later, parliamentary moves to repeal the automatic appropriations law have gotten short-shrift and
legal challenges to the priority given to debt service in the national budget have been persistent put down.
3 Cited in Fr. Joaquin G. Bernas, S.J. (2007), “Sounding Board: Courts and the economy”, Philippine Daily Inquirer, April 23, 2007. Fr. Bernas is
recognized as one of the country’s most respected Constitutional experts.
4 Panganiban, op. cit.
5 Cited in Panganiban, op. cit.
6 The Supreme Court upheld the Philippine ratification of the WTO agreement in Tañada v. Angara and the constitutionality of the Mining Law in La Bugal-
B’laan Tribal Association v. Ramos.
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Sec. 1.  In order to meet public expenditures authorized by law or to provide for the purchase, redemption, or refunding
of any obligations, either direct or guaranteed of the Philippine Government, the Secretary of Finance, with the
approval of the President of the Philippines, after consultation with the Monetary Board, is authorized to borrow from
time to time on the credit of the Republic of the Philippines such sum or sums as in his judgment may be necessary,
and to issue therefore evidences of indebtedness of the Philippine Government.

P.D. No. 42 amended R.A. No. 245 particularly in terms of removing what were deemed restrictive constraints on public
borrowing. Among others this authority covers not just public borrowing to supplement government expenditures but also
borrowing for the purchase, redemption, or refunding of any obligation, either direct or guaranteed, of the Philippine
Government.

This broad authority is moreover affirmed by the Marcos Martial Law-era Presidential Decree (P.D.) No. 1177 of otherwise
known as the "Budget Reform Decree of 1977" of July 30, 1977 which provides:

Sec. 31. Automatic appropriations. -- All expenditures for (a) personnel retirement premiums, government service insur-
ance, and other similar fixed expenditures, (b) principal and interest on public debt, (c) national government guaran-
tees of obligations which are drawn upon, are automatically appropriated; Provided, that no obligations shall be
incurred or payments made from funds thus automatically appropriated except as issued in the form of regular
budgetary allotments. (underscoring supplied)

This policy on automatic appropriations was reiterated in toto in Section 26, Chapter 4, Book VI of Executive Order No.
292, otherwise known as the "Administrative Code of 1987" by the Aquino regime which replaced the Marcos dictatorship.
It is also worth mentioning how President Aquino was the first to make explicit and repeatedly declare the public policy to
be an "honourable debtor" that honours and repays all its debts52.  But even without such public declarations the yearly
legislative practice to automatically appropriate funds for public debt servicing during the annual budget process is
continuing and potent affirmation. There is no consideration whatsoever of the indefensibility of many loans and the
appropriation is regardless of the grave diversion of finances from basic social and economic services.

This blatantly unjust policy was challenged especially in the context of Section 5, Article XIV on Education in the
1987 Constitution which explicitly provided that:

(5) The State shall assign the highest budgetary priority to education and ensure that teaching will attract and retain its
rightful share of the best available talents through adequate remuneration and other means of job satisfaction and
fulfilment. (underscoring supplied)

The validity of the automatic appropriation of huge sums for servicing the country's foreign debt was challenged before
the Supreme Court in 1991 because debt servicing overwhelmingly exceeded spending on education. However in a
decision that virtually affirms the legitimacy of any and all debt in the absence of legislation to the contrary - which as
mentioned earlier cannot be expected given the current balance of political power in the country - the Supreme Court
concluded that:

"Congress is certainly not without any power, guided only by its good judgment, to provide an appropriation that can
reasonably service our enormous debt, the greater portion of which was inherited from the previous administration. It is not
only a matter of honour and to protect the credit standing of the country. More especially, the very survival of our economy
is at stake. Thus, if in the process Congress appropriated an amount for debt service bigger than the share allocated to
education, the Court finds and so holds that said appropriation cannot be thereby assailed as unconstitutional." (Guingona,
Jr. v. Carague, G.R. No. 94571 of April 22, 1991, underscoring supplied)

In the same decision the Court moreover asserted the "political wisdom" of "automatic appropriation [which] provides the
flexibility for the effective execution of debt management policies" at the same time as it averred that the continued
payment on foreign debt "is more of a political decision for Congress and the Executive to determine in the exercise of
their wisdom and sound discretion."

52 For instance, in an interview with Time magazine President Aquino affirmed: “I have said all along that we will honor our debts.” Time magazine, “An
Interview with Corazon Aquino”, September 22, 1986.
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A recent decision raised the issue of illegitimacy explicitly and actually argued against it. In Constantino, Jr. v. Cuisia, G.R.
No. 106064 of October 13, 2005, the Supreme Court declared:

"It may not be amiss to recognize that there are many advocates of the position that the Republic should renege on
obligations that are considered as 'illegitimate.' However, should the executive branch unilaterally, and possibly even without
prior court determination of the validity or invalidity of these contracts, repudiate or otherwise declare to the international
community its resolve not to recognize a certain set of 'illegitimate' loans, adverse repercussions would come into play."

And referring specifically to the option of sovereign debt default the Court also averred:

"It would appear then that this beguilingly attractive and dangerously simplistic solution deserves the utmost circumspect
cogitation before it is resorted to."

Taken all together these legal precedents regrettably affirm the priority given to debt and debt servicing as public policy.
The executive, legislature and judiciary are then basically united in ensuring, in the words of the Supreme Court, "prompt
payment and/or advances for all loans to protect and maintain the credit standing of the country."53   It is also worth noting
that judicial restraint on commenting or expressing opinions on economic matters appears selective - the courts have not
appeared to restrain themselves when affirmations, rather than contrary positions, on official economic policies are
made. The role of the judiciary in the country's overall economic agenda is important if a somewhat underestimated and
underexploited arena for struggle. This is certainly recognized however and the United States (US) government, for
instance, has taken an active interest in the economic role of the Philippine judiciary through the United States Agency for
International Development (USAID)54.

These are the salient aspects of the basic legal framework in which to locate the struggle against illegitimate Philippine
debt and that establish the parameters in the legal realm. In clarifying current limits they also point to where efforts may
most productively be exerted.

6.2 Odious Debts, Old and New

In the Philippine context it is worthwhile to give special attention to the notion of "odious debt", more commonly referred
to as dictatorship debt, and specifically how the concept has application beyond just the Marcos dictatorship overthrown
in 1986. This is in consideration of the revealed character of the Philippine state and the strength of the country's social
and mass movements.

To recall Alexander Sack's oft-quoted doctrine of Odious Debt articulated in 1927:

"If a despotic power incurs a debt not for the needs or in the interest of the state, but to strengthen its despotic regime, to
repress the population that fights against it, etc, this debt is odious to the population of all the state. This debt is not an
obligation for the nation; it is a regime's debt, a personal debt of the power that has incurred it, consequently it falls with the
fall of this power. … The creditors have committed a hostile act with regards to the people; they can't therefore expect that
a nation freed from a despotic power assume the 'odious' debts which are the personal debts of that power."

By this formulation, odious debt has three distinct features all of which form the basis for subsequent debt cancellation.
The first defining feature is the despotic character of the government that contracted it and this has been interpreted as
meaning that the debt was incurred without the consent of the people - for indeed what self-serving dictatorships can ever
be said to have such consent. A second feature is that the debt was used for purposes that did not benefit the people. The
most extreme instance of this is where the debt was actually used to repress the people but also presumably includes the
debt going to the regime's survival and for personal gain. The third feature is the culpability of creditors who knowingly
lend to such governments.

The regime of President Ferdinand Marcos since 1966 fully lived up to and indeed contributed to defining the archetype
of "dictatorship debt" before being overthrown by a People Power uprising in 1986.

53 Guingona, Jr. v. Carague, G.R. No. 94571 of April 22, 1991.
54 “Economic governance” is among the key areas of USAID intervention in the Philippines. The current USAID strategic plan for the Philippines for
example expresses concern about how “international investors are deterred by the uneven capacity to enforce contracts” and speaks of “incorporating the
strengths developed by the Economic Governance Technical Assistance (EGTA) Project by incorporating flexibility into the Rule of Law Effectiveness
(ROLE) activity that will allow it to react to unforeseen opportunities to improve the efficiency and effectiveness of the judiciary.” United States Agency for
International Development (2005), “USAID/Philippines Strategy FY 2005 – 2009”, March 14, 2005.
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It is also worthwhile to highlight how much of this debt was given or otherwise facilitated by the United States (US) as
support for an anti-Communist client state in Southeast Asia and was debt given in full knowledge of the Marcos regime's
massive corruption and dismal human rights record.

The coming to power of President Corazon Aquino in 1986 ostensibly heralded the "democratization" of the country's
politics and, with this, supposedly its economy as well. This was succeeded by the administration of President Fidel
Ramos in 1992, of President Joseph Estrada in 1999, and of President Gloria Macapagal-Arroyo in 2001 who remains to
this day. On the surface there appears to be relatively greater participation of political parties, more open elections, and
a freer press under the post-Marcos regimes of the last three decades. By these measures the odious debt doctrine would
appear to have lost significance in the post-Marcos era. Greater "freedoms" are allegedly in place and Filipinos exercis-
ing their "democratic" rights have ostensibly seized control of governance and correspondingly of their lives. Yet the last
three decades have still seen the persistence of deep poverty, the worsening of inequalities, and the debilitating burden
of foreign debt.

The last six years since 2001 of the Arroyo regime, in particular, has been a period of violent and intensifying political
repression. This situation across five (5) regimes in almost as many decades highlights the importance of understanding
the relationship of debt to political repression, and of how authoritarianism asserts itself sooner or later to ensure that debt
domination is maintained.

The Marcos dictatorship was overthrown after a long period of organized opposition by powerful democratic forces. The
succeeding Aquino regime then could not but accommodate the corresponding democratic pressures - hence the
return of open elections and other reforms. For some time now, the Philippines has been able to continue debt repay-
ments and "debt crises" as conventionally understood have been avoided. Yet there is nonetheless a deep and on-going
social and economic crisis. The continued debt servicing has greatly contributed to destroying people's livelihoods,
denied them vital social and public services, and worsened their welfare.

The economic system of domination and exploitation has in short continued despite "democratization". The majority of
Filipinos face stagnation, wage repression, unemployment and poverty everyday. These mean that social, political and
economic tensions are inevitable - and these are the basic conditions that impel challenges to foreign and elite domina-
tion of economic and political life. And, indeed, popular sector mobilizations and mass actions have continued to grow
since the late 1980s, through the 1990s and until today. For a time these democratic pressures were apparently accom-
modated, forestalling the need for more drastic action by the state. Nevertheless the more openly authoritarian end of
political rule seems to still commands a special place in the concrete conditions of the Philippines. State repression has
been increasingly asserting itself since the deepening economic crisis of the late 1990s with domestic elites counter-
reacting to preserve their rule in the face of resurgent struggles for livelihoods, welfare and more genuine democracy.

For their part, foreign monopoly capital and their creditors are essentially ambivalent about the government political shell
in place as long as they are assured of the continued flow of economic and financial resources that constitute their profits.
Indeed, if anything, it appears that foreign debt is being used to support the Arroyo regime and a "strong state" to protect
these profits. It appears that political repression has been needed to sustain or impose burdensome policies - with
coercion resorted to in lieu of achieving democratic consensus on higher taxes, austerity, anti-people but revenue-
earning projects, and further borrowing merely to repay debt. Meanwhile, large portions of the debt have gone as
economic payoffs to bureaucrats, to banking and finance sectors, and to big government contractors. Foreign creditors
are essentially unconcerned about the debt they give being a rich source of kickbacks, bribes, payoffs and embezzlement
as long as their basic economic and financial interests are intact.

6.3 The Current Arroyo Administration

There are grounds for invoking the odious debt doctrine in the case of the Arroyo administration as much as to the Marcos
dictatorship. The current Arroyo regime was installed as the constitutional successor of President Estrada - who was
ousted in a second People Power uprising in 2001 on the issues of massive government corruption and presidential
plunder - and has remained in power following presidential elections in 2004.
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However the Arroyo presidency was severely questioned after the 2004 elections which were widely perceived as fraudu-
lent; two subsequent impeachment efforts were put down by the president's allies in parliament.55

Most alarming, however, is the intensifying political repression in the country with the regime already implicated in some
860 extrajudicial killings, 360 assassination attempts and around 200 enforced disappearances in its first six years56.
The frequency of extrajudicial killings and enforced disappearances in 2005 and 2006 already exceeds that at any point
during the Marcos era. The victims have been opposition party members, local peasant leaders, trade unionists, women,
youth, students, teachers, lawyers, church people and human rights activists. Over 50 media people have also been killed
for a murder rate second only to Iraq57.   Other human rights violations have also greatly increased and include arbitrary
arrests, illegal detentions, massacres, strafing of homes, killings, torture, threats and harassment and illegal searches -
with 7,450 documented cases and 480,099 victims so far58.   Over one million people in the countryside have been
displaced due to militarization59.  The regime has also cracked down on critical media outlets and on opposition
politicians especially following the declaration of a State of National Emergency in February 2006.

Much as it was under the Marcos dictatorship, domestic avenues for redress and accountability have been fruitless
despite even a presidential commission ostensibly formed to investigate60.  However the serious human rights situation,
the killings and the climate of impunity have already drawn the attention of and been criticized by prominent international
bodies. Among others these include the European Parliament61 , Amnesty International (AI)62  , the Inter-Parliamentary
Union (IPU)63  , World Council of Churches (WCC)64 , the Permanent Peoples' Tribunal (PPT)65  and the United Nations
(UN)66 .

The current situation points to how the fundamentally pro-elite and pro-foreign character of the Philippine state has yet to
change. As a whole, consecutive administrations have proven resistant to democratic forces and suppressed these when
their elite rule is threatened. Two People Power uprisings succeeded not because they were accommodated by ruling
regimes but rather on the strength of grassroots democratic movements and their alliances. The Marcos dictatorship
from the 1970s was a long period of foreign-backed repressive and violent rule; two decades later the Arroyo regime is
likewise on a violent offensive against mass movements and political opposition.

The essentially despotic character of the current administration beneath a democratic façade is significant because it
continues to borrow billions of dollars in foreign loans which are effectively support for its repressive and violent rule. This
is despite awareness on the human rights situation even among big US transnational corporations operating in the
Philippines and the US government itself67.

It is moreover widely acknowledged that corruption remains endemic68.  The government Ombudsman - its chief graft-
buster - has estimated P1.2 trillion (US$24 billion) lost over the period 2001-200569.

55 Among the evidence against President Arroyo was a voice tape of her talking with a commissioner of the Commission on Elections (Comelec) in which
she is apparently negotiating for a winning spread of one million votes.
56 Data from Karapatan (Alliance of Human Rights Advocates).
57 Statement by International Federation of Journalists (IFJ) President Christopher Warren, Media Release: Philippines, February 22, 2007.
58 Ibid.
59 Data from the Citizen’s Disaster Response Center (CDRC), Internally Displaced Persons (IDP) database and the Department of Social Welfare and
Development (DSWD).
60 “Report of the Independent Commission to Address Media and Activist Killings”, Created under Administrative Order No. 157 (s. 2006).
61 European Parliament resolution on the human rights situation in the Philippines, P6_TA-PROV(2007)0171, April 26, 2007.
62 Amnesty International (2006), “Philippines: Political Killings, Human Rights and the Peace Process”, AI Index: ASA 35/006/2006, August 2006.
63 International Parliamentary Union (IPU), Report of Fact-finding Mission to the Philippines, April 29, 2007.
64 World Council of Churches (WCC) Central Committee, Statement on extra-judicial killings in the Philippines, September 6, 2006.
65 Verdict of the Permanent Peoples’ Tribunal (PPT), Second Session on the Philippines (The Hague, Netherlands), March 25, 2007.
66 United Nations (2007), “Preliminary note on the visit of the Special Rapporteur on extrajudicial, summary or arbitrary executions, Philip Alston, to the
Philippines (12-21 February 2007)”, Human Rights Council, Fourth session, A/HRC/4/20/Add.3, March 22, 2007.
67 For instance, the large US TNCs of American Eagle Outfitters, Gap Inc., Jones Apparel group, Liz Claiborne Inc., Phillips Van Heusen Corporation,
Polo Ralph Lauren and Wal-Mart sent a joint letter to President Gloria Macapagal-Arroyo in November 7, 2006 to “bring [her] attention to a matter of urgent
concern… alleged violent attacks on striking workers and the assaults and killings of labor rights promoters.” See also United States Department of State
(2006), Philippine Country Report on Human Rights Practices-2005, Released by the Bureau of Democracy, Human Rights, and Labor, March 8, 2006.
The political killings were also the subject of an inquiry in the US Senate in February 2007.
68See for instance the US Trade Representative’s (USTR) Philippine National Trade Estimate Report 2006 and reports by the Hong Kong-based Political
and Economic Risk Consultancy (PERC) ranking the Philippines as the most corrupt country in Asia.
69 Ombudsman Ma. Merceditas Gutierrez (2006), “Seminar on Corruption for Quezon City Barangay Captains”, May 23, 2006.
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There is also an estimate that the equivalent of up to 20% of each central government budget is diverted to graft and
corruption - which would for example mean P200 billion or US$4 billion just in 200670.  Allegations have been raised
against the family of President Arroyo itself although none of these have been brought to court. These have included
instances of foreign capital allegedly paying bribes to corner profitable opportunities in the country.

There are no applicable domestic laws that enable the odious debt doctrine to be applied but this is in any case the
situation worldwide. Nonetheless, the logic of the doctrine can be plausibly applied in the case of the current Arroyo
administration where its actual application, sooner or later, critically depends on the on-going political struggle to expose
the regime's true character as well as on the movement to dislodge it from power.

6.4 Corruption and Fraudulent Loans

While there is no legal concept in the country of "illegitimate debt" as such, this does not preclude specific cases of debt
violating existing laws and being considered either fraudulently contracted or void. A starting point for a legal basis to
cancel specific Philippine foreign debt is provided by the United Nations Convention on the Law of Treaties Between
States and International Organizations or Between International Organizations (also known as the Vienna Convention).
Article 49, Section Two, Part Five declares that fraudulent treaties can be invalidated71:

 "A State or an international organization induced to conclude a treaty by the fraudulent conduct of a negotiating
State or a negotiating organization may invoke the fraud as invalidating its consent to be bound by the treaty."

Article 50, Section Two, Part Five in turn gives grounds for the nullification of treaties due to corruption in the transaction:

"A State or an international organization the expression of whose consent to be bound by a treaty has been procured
through the corruption of its representative directly or indirectly by a negotiating State or a negotiating organization
may invoke such corruption as invalidating its consent to be bound by the treaty."

The Philippine Republic has the right to repudiate fraudulently contracted or void loans. The Supreme Court stated in
reference to external debt, in Constantino, Jr. v. Cuisia, G.R. No. 106064 of October 13, 2005, that:

"Fraudulently contracted loans are voidable and, as such, valid and enforceable until annulled by the courts."

And also that:

"[Void] contracts are unratifiable by their very nature; they are null and void ab initio."

Philippine municipal law is strictly speaking not applicable to loan contracts involving the State and international credi-
tors. Nonetheless the Civil Code provides useful supplementary guidance regarding fraudulent contracts and voidability.
Article 1330, Section One, Chapter Two, Book Four, of Republic Act 286, otherwise known as the Civil Code states that72:

"A contract where consent is given through mistake, violence, intimidation, undue influence, or fraud is voidable."

Article 1390 in turn says:

"The following contracts are voidable or annullable, even though there may have been no damage to the contracting
parties:

(1) xxx

(2) Those where the consent is vitiated by mistake, violence, intimidation, undue influence or fraud."

Moreover, and as an aside, Article 1267, Section Two, Chapter Four, Book Four, even provides for the release of parties
from contracts which cannot be fulfilled, for instance due to insolvency.

"When the service has become so difficult as to be manifestly beyond the contemplation of the parties, the obligor
may also be released therefrom, in whole or in part."

70 Bayan Muna (2006), “Fiscal crisis, financial meltdown and the people”, August 10, 2004. See also USAID’s Country Program for the Philippines, 2001-
2004 which noted “[Estimates] that government spending is inflated by as much as 20 percent, or roughly US$2 billion a year, due to procurement
irregularities.”
71 Cited in Rep. Satur Ocampo (2005), “The Debt and IMF Bondage”, Speech delivered at A Peoples’ and Parliamentarians’ Consultative Assembly on
the Debt Crisis, February 23, 2005.
72 Ibid.
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Corruption is also clearly defined in three (3) laws: Republic Act (R.A.) 3019, or the Anti-Graft and Corrupt Practices Act of
1960; R.A. 6713, or the Code of Conduct and Ethical Standards for Public Officials and Employees of 1989; and various
provisions in the Revised Penal Code which include penalties for such crimes as malfeasance, bribery and malversa-
tion73.

R.A. 3019 has a comprehensive listing which includes the acceptance of bribes, gifts or other non-material considera-
tions by public officials in connection with the approval of contracts, licenses, permits and other transactions. The laws
also go beyond just bribery and include causing "undue injury" by entering into contracts with disadvantageous terms as
well as giving "unwarranted benefits" to any party over others74.

These provide initial legal basis for rejecting foreign loan contracts that have been attended by corruption (or undue
influence) and any other unlawful acts. The practical problem however for any such challenge is the difficulty in establish-
ing this. The general rule is that the burden of proving the fraud or invalidity of a public transaction is on whoever alleges
this and there must be clear, convincing and more than merely preponderant evidence. Unfortunately in the Philippine
context the strict requirements of judicial scrutiny have often been a thinly veiled cover for delaying and then eventually
denying true justice.

6.5 Justice Denied: The Bataan Nuclear Power Plant (BNPP)

An example of this is provided by the case of the Bataan Nuclear Power Plant (BNPP) which constitutes the single largest
foreign debt in the country's history. Despite manifest problems and dubious circumstances recognized up to the level of
the Supreme Court, the loan agreement itself has never been subjected to judicial scrutiny and annulled by proper court
decree. The loan contract has then been presumed valid and the attendant debt servicing has therefore continued. And
yet the BNPP debts were contracted by fraudulent parties, through fraudulent means, with fraudulent terms and for
fraudulent purposes.

On February 9, 1976 the Marcos regime, through the National Power Corporation (NPC), entered into a contract with
Westinghouse Electric S.A. (WESA), an affiliate or subsidiary of Westinghouse Electric Corporation, to construct a 620-
megawatt (MW) nuclear power plant at Morong, Bataan and to supply related equipment, machineries and services.

Westinghouse apparently won the contract through the intervention of Marcos aide Herminio Disini who, the corporation
admitted, was paid US$17.3 million in "commissions" through a variety of channels. It has also been estimated that
Marcos himself may have received up to US$80 million in BNPP-related bribes and kickbacks. In 1974, General Elec-
tric's offer to build a 600-MW plant for a total of US$700 million was outbid by Westinghouse which quoted US$500 million
(this was despite evidence that Westinghouse-built plants in the US were breaking down with alarming regularity in the
1970s). However the proposal formally presented by Westinghouse in May 1975 was much higher and reached US$1.2
billion. This amount had already been questioned because, during that same period, Westinghouse had built similar or
even larger plants in Spain, South Korea and Taiwan for much less.

Construction of the plant was eventually started in 1977 despite findings by the Philippine Atomic Energy Commission
(PAEC) that the construction area was inappropriate for a nuclear plant for being near a major earthquake fault line and
within 150 kilometres of five volcanoes, four of which are considered active including one just nine kilometres away75.
The site is also in Central Luzon which is a populated area adjacent to the National Capital Region (NCR). When the
BNPP was finally completed in 1984 the total cost had apparently run to US$2.3 billion. Construction and insurance
companies associated with Marcos and his cronies were among those able to get contracts. The Aquino administration
however chose not to operate the completed BNPP because of the serious reservations on its safety (citing the inappro-
priate site as well as thousands of defects).  In 1988 it also filed a civil suit and instituted a complaint against Westinghouse
in New Jersey, USA after which Westinghouse in turn filed an arbitration case in Geneva, Switzerland.

73 Sheila S. Coronel and Lorna Kalaw-Tirol, eds (2002), Investigating Corruption: A Do-It-Yourself Guide, Philippine Center for Investigative Journalism
(PCIJ).
74 Ibid.
75 The Philippine Fault and the West Luzon Fault are both earthquake-prone. Mt. Natib is the volcano 9 kilometers from the project site in Napong Point of
Morong town, Bataan province.
76  On October 11, 1995, the Presidential Committee on the Bataan Nuclear Power Plant (PC-BNPP Committee) issued a “Resolution Adopting the
Essential Terms and Conditions Arrived at by the Government Panel and Westinghouse Representatives During the Exploratory Discussions from
September 29, 1995 to October 9, 1995 for a Compromise Settlement of the BNPP Controversy and Favorably Recommending Approval Thereof to His
Excellency, the President”.
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However in an apparent bid to eliminate any impression that the government is inclined to take an adversarial posture vis-
à-vis its creditors, the Ramos administration in 1995 chose to enter into a settlement agreement with Westinghouse76.
The settlement package was worth US$100 million consisting of US$40 million in cash, two new turbines worth US$60
million and relinquishing by Westinghouse of the right to recover some US$200,000 in lawyer's fees. In exchange, the
parties dismiss the pending lawsuits, appeals and arbitration between the Philippine government and Westinghouse
(including its affiliates and Burns & Roe) on the BNPP controversy and that the government would direct NPC and other
government agencies to lift a ban that had been made against Westinghouse equipment and technology.

The project's creditors that knowingly financed the overpriced and questionable power plant are the US Export-Import
Bank (US$889 million), American Express (US$278 million), Bank of Tokyo (US$269 million), Union Bank of Switzerland
(US$186 million) and Mitsui & Co. (US$35 million); Citicorp, Sumitomo Corp., and Morgan Guaranty also provided
US$261 million in commercial loans77.  The Filipino people paid the BNPP creditors US$1.9 billion, ¥23.0 billion and
CHF107.1 million over the period 1986 to 2006. The balance of the accounts was rescheduled under Paris Club
agreements and others were converted into Brady Bonds and so are instead being paid under these new terms. Aside
from debt servicing, the national government has reportedly been annually paying PhP50 million, or about US$1 million
at current exchange rates, for the plant's maintenance.

At the end of 2006 the BNPP loans were scheduled to close by 2018 with an outstanding balance of US$21.2 million and
¥29.7 million. (See Annex C) Of the outstanding balance, the US Eximbank accounted for US$10.8 million, American
Express for US$2.4 million, Union Bank of Switzerland for US$1.6 million, Bank of Tokyo for US$1.0 million and Mitsui &
Co. for ¥29.7 million; Brady Bonds accounted for US$5.4 million78.  However, in the first quarter of 2007 the loans due to
the five (5) foreign banks were finally closed with an automatic appropriation from the national budget while the Brady
Bonds due to be repaid in 2017 and 2018 were also fully paid in advance79  - hence virtually ending, in the worst possible
way, the saga of the odious BNPP debts.

The BNPP project is imbued through and through with fraud, deceit, bribery, overpricing, abuse of power, and violations
and circumventions of proper procedures and legal requirements. The Supreme Court itself has directed that criminal
charges be filed against Herminio Disini in relation to the awarding of the nuclear power plant project. The Court found
that there was sufficient evidence establishing a probable cause for the filing of charges against Disini, who:

"had capitalized, exploited and taken advantage of his close personal relations with the former President  x x x [and
had] requested and received pecuniary considerations from Westinghouse and Burns & Roe, which were endeavour-
ing to close the PNPP contract with the Philippine government.80"

Among the evidence submitted were affidavits of key witnesses and various documents supporting the charges of
corruption, bribery and other unlawful acts committed during the negotiation for and execution of the BNPP contract.

A Supreme Court Associate Justice, Reynato Puno, has even already publicly urged the Arroyo administration to stop
payments for Marcos loans used to build the BNPP. According to Puno, "foreign creditors knew or had no reason not to
know that the loans will be used for some illegitimate purpose like supporting notoriously brazen kleptocratic military
regimes. These creditors need not be paid because they are parties to the crime81."

Yet while there is already an order for prosecution and general acknowledgement of the illegitimacy of the BNPP debt,
there has not yet been any real progress on this matter. Much less has there been progress on the complex and tedious
step of subsequently declaring the loan contract void and cancelling the unjust debt. To date it appears that there remains
no legal precedent on whether the validity of the loan contracts with foreign creditors to finance the construction of the
BNPP is subject to judicial review. After this should even be the even more uncharted territory of refunding the complete
interest and principal payments that have already been made.

77  IBON (2005), “BNPP: Canceling An Odious Debt”, IBON Facts & Figures Special Release, Vol. 28, No. 11, June 15, 2005.
78 Ibid.
79 Interview of IBON Foundation with Debt Monitoring and Analysis Division-Bureau of the Treasury (DMAD-BTr), May 7, 2007.
80 397 SCRA 171, 201, February 10, 2003, per Panganiban, J.
81  In a speech during the 10th National Convention of the Integrated Bar of the Philippines (IBP) reported in “Stop paying nuke plant debt, SC justice urges
government” by Vincent Cabreza, Inquirer News Service, 21 April 2005.
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7.0 SURRENDERING TO DEBT
The formulation and implementation of official debt policy in the Philippines is a straightforward process that involves
primarily the Executive and Legislative branches of government. The Judicial branch basically defers to its co-equal
branches, especially the Executive, on decisions to enter into, repay and restructure debt which are considered policy
matters well within their prerogative; if ever there will be judicial intervention it will only be on grave abuses of discretion
(which has not yet occurred). Moreover, the Executive has since the 1970s been given broad authority to enter into loan
contracts and this authority is effectively annually affirmed by Congress which automatically appropriates debt service
payments in the national budget. The Executive has consistently maintained a policy to honour all its debt. While there
has been a level of assertiveness by individual parliamentarians, both senators and congressional representatives,
especially after the Marcos dictatorship, Congress as an institution has also basically adhered to the Executive's debt
policy.

7.1 Official Debt Mismanagement

From a macroeconomic perspective, official external debt management by the Philippine government is about assuring
the country's debt servicing capability and identifying priority areas for foreign financing82.  The main institutions involved
are the Bangko Sentral ng Pilipinas (BSP), Department of Finance (DOF), Investment Coordination Committee (ICC),
Inter-agency Committee for Review of Foreign Loan Documents (IAC-RFLD), National Economic Development Authority
(NEDA), Development Budget Coordination Committee (DBCC) and the Board of Investments (BOI).

The government plays an active role in the most important matters pertaining to external debt, whether by the public or
private sector, and so is directly and indirectly accountable for this. The BSP in particular plays a leading role. All loans of
the government, its instrumentalities and agencies (e.g. local government units, government financial institutions and
government owned and controlled corporations) require prior BSP approval83.   Private sector loans which carry public or
banking sector guarantee or which will be serviced with foreign exchange purchased from the banking system require
prior BSP approval84.

The BSP is also responsible for monitoring the level of external debt, keeping the outstanding debt and debt burden at
manageable levels, and obtaining the best available terms and conditions for foreign financing including avoiding the
bunching of maturities. Its debt management tools include regulatory issuances (policies and procedures), administra-
tive mechanisms (approval and registration process; reporting system), observance of ceilings on new commercial
medium- and long-term loans and outstanding short-term public sector debt, and formulating debt strategies. These
strategies have not been limited to strictly debt matters and have also included, in the spirit of "diversifying" funding
sources, opening up public goods to foreign investment such as through build-operate-transfer (BOT) arrangements and
the deregulation of key industries.

Since the onset of the global debt crisis of the 1980s until today, the Philippine government has essentially adopted a
conservative pro-creditor approach when it comes to debt management. Executive policy declarations, legislative budget
practice and judicial decisions have continuously affirmed that it is State policy to continue to repay any and all debts - the
standard argument against adversarial unilateral action being creditor and capital market retaliation85.  Corollary to this
is that there is no recognition in any way and at any level that there is such a thing as "illegitimate debt" that need not be
repaid. The whole thrust of the Philippine government debt policies is to repay all debt and keep assuring creditors that
they will be repaid.
82 Celia M. Gonzalez (2004), “External Debt Management in the Philippines”, presentation by the Director of the International Operations Department-
Bangko Sentral ng Pilipinas, July 7, 2004.
83 The stages include approval-in-principle (which gives the borrower clearance to negotiate with the creditor), negotiation (where the borrower proceeds to
negotiate with the creditor) and final approval (where the terms as finally negotiated are compared with the terms as approved-in-principle to determine
consistency with and/or deviations therefrom. Ibid.
84 The stages include approval (where the borrower is given clearance to conclude negotiations and finalize/sign loan documents) and registration (where
the borrower is given authority to purchase foreign exchange from the banking system to cover payment of principal, interest, and other charges). The BSP
also reviews copies of signed loan agreements for compliance with approved terms and conditions, and determines whether funds were actually disbursed
and utilized. Ibid.
85 Also feared is retaliation by big power governments not just in the financial sphere (e.g. IMF, WB, Paris Club, foreign aid agencies, export credit
agencies) but also in other areas of foreign policy relations (e.g. security assistance, trade and investment policy, diplomatic support). The US in particular
has repeatedly warned that belligerent debtors who unilaterally default or cancel debts would be tantamount to a serious breach of international financial
relations including with itself.
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This core position has determined all the details of external debt management strategies and approaches and the
continuous adherence to this official policy across the decades is apparent. The main implication of this is that the
burden of "adjusting" to or dealing with the debt crisis de facto falls on the Filipino people - basically that they bear the
burden of ensuring repayments - with creditors coming into the picture only when these payments begin to appear to be
compromised. The Philippine government and specifically its economic and financial managers have come out explic-
itly against debt repudiation, including even selective repudiation. Debt caps have also been consistently resisted not-
withstanding frequent mention among the usual menu of options and even legislative action particularly in the latter part
of the 1980s.

The basically defeatist position of the Philippine government on the debt problem means that it only entertains the
negotiated options to dealing with the country's debt problem involving cooperation and negotiation with foreign creditors.
This is an extremely self-limiting stance that effectively preserves the debt problem and perpetuates underdevelopment.
It is self-limiting because, firstly, the country currently does not even qualify for many so-called debt relief measures being
proposed. Secondly, and more importantly, the very effectiveness of these debt relief initiatives in genuinely resolving
countries' crises of debt and underdevelopment is itself extremely suspect. These will occur largely on terms agreeable
to the creditors who are concerned about repayments to them more than anything else.

Official negotiated options for resolving the country's debt crisis are actually very limited for the Philippines which the WB
classifies as a Moderately Indebted Middle Income Country (MIMIC). Because of this and despite the evidently deep
problems of the country, it does not qualify for debt relief from its creditors as for instance the Heavily Indebted Poor
Countries (HIPC) and Blair Initiative countries do. Even within the Paris Club, the indicators used for assessing the
Philippines' capacity to pay are its debt-to-GDP, debt-to-exports, debt service-to-exports and stock of official bilateral debt-
to-private debt ratios. The Philippines currently does not satisfy the criteria set for high indebtedness for the reasons
already explained earlier.

And even in the past, the only official options for the country given its conservative stance have been largely debt resched-
uling and debt swaps of its sovereign debt papers. The problem with these is that these do not even involve significant
amounts because few creditors have volunteered to join such schemes (Japan, Germany, France, Canada and Spain for
instance do not undertake or have limits on debt conversions); further restricting their applicability are the strict bilateral
and Paris Club rules86.   This for instance includes the requirement for an IMF-approved economic program with all its
policy conditionalities aimed at ensuring that the Philippines will be able to continue servicing its debt. The Paris Club
also gives debtor countries a cut-off date for eligible debt and sets ceilings on how much non-ODA debt can be converted,
of 10-30% depending on the income classification of the debtor country. In any case it has been estimated that, all things
considered, only a paltry US$204.5 million in Philippine debt remains eligible for debt conversion much of which is even
due by 2007 at the latest87.

The world's most powerful creditor countries negotiate terms for dealing with official government-to-government debt in
the Paris Club which also effectively establishes the precedents for other bilateral and commercial creditors. The
limitations identified are then unsurprising because creditors, by their nature as creditors, have vested interests in offering
as little debt relief as possible (and indeed also have an incentive to free ride on other creditors granting debt relief) -
which is diametrically opposed to the need of debtor countries for as much debt relief as possible. Indeed this is a serious
limitation of any sort of negotiated reduction of payments or cancellation of debts.

It can be said that the Philippine's most "radical" effort to address its debt crisis was the declaration of a series of 90-day
moratoriums on foreign debt payments beginning in October 1983 following a severe balance of payments crisis. The
Philippines was the only Asian country to declare a moratorium. This however was contingent on high-conditionality IMF
stabilization programs and on rescheduling agreements with the country's commercial bank creditors who stretched out
interest payments but preserved the contractual present value of repayments (the first such agreement was signed only
in May 1985).

86 Joseph Lim (2006), “Towards Financing the Millennium Development Goals of the Philippines”, Philippine Institute for Development Studies (PIDS)
Discussion Paper Series No. 2006-23, December 2006.
87 Ibid.
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Immediately there was a sharp currency devaluation and then a drastic tightening of liquidity and credit over 1984-1986
that succeeded in restraining the current account deficit but precipitated an economic collapse. These programs also
accelerated the momentum of a series of "free market reforms" across the entire economy that begun with trade liberali-
zation under a WB structural adjustment loan in 1981 and extended well into the 1990s (with the adverse effects that were
already elaborated earlier).

The Philippines had US$29.2 billion in foreign debt in 1986. The government's tepid approach to dealing with the debt
crisis produced, in 1987, a Paris Club agreement to extend repayment terms on a mere US$870 million in debt and then
a deal with commercial banks to reschedule US$13.2 million. In subsequent negotiations the Paris Club rescheduled (or
restructured) debt amounting to US$1.9 billion (1989), US$1.1 billion (1991) and US$585 million (1994)88.  This totals
US$4.4 billion in rescheduling - which it must be stressed do not reduce the value of the debt and only restructures when
this is paid - over the period 1987-1994.

Debt swaps under various schemes were slightly more substantial but still, in the general scheme of things, very limited.
Over the period 1986-1993 these amounted to US$6.4 billion. Debt buybacks accounted for most of these (US$2.7
billion) followed by debt-equity swaps (US$1.9 billion), debt-for-debt swaps (US$415 million), debt-for-asset swaps
(US$414 million) and others (including debt-for-nature, debt-for-bond, peso payments, offsets and donations)89.   In any
case the Philippines' foreign debt continued to increase and even after these attempts at rescheduling and conversion
was US$34.7 billion by the end of 1993.

The Philippines then remains in a debt crisis - not in the essentially financial sense of being unable to meet foreign
repayment obligations but in the more crucial sense of being caught in a deep social and economic crisis. Indeed, the
backward Philippine economy remains at real risk of a financial crisis from a failure to sustain foreign debt service. This
is despite the government's best efforts. Philippine foreign "debt crises" have historically taken the form of a sudden
inability to make external payments because of a shortage of foreign exchange. At the moment the biggest factors
supporting the economy's capacity to service its external debt are the steady billions of dollars in OFW remittances and
the continuing ability, so far, of the government to borrow. On the other hand, foreign investments remain tepid and the
trade deficit remains chronic. Yet the country continues to accumulate internal vulnerabilities: economic backwardness,
debt and deficit problems, and political instability. At the same time it is vulnerable to external shocks: rising oil prices,
rising global interest rates especially in the US, and sudden global economic downturn.

7.2 How Much Illegitimate Debt?

After all this it may then be asked just how much of Philippine debt can and should be considered as "illegitimate". There
are unfortunately no easy answers inasmuch as there are a number of factors at play.

A starting point is identifying the universe of foreign debt that is potentially illegitimate. A rough approximation can be
arrived at by adding total debt service paid from 1970-2005 (i.e., both interest and principal payments and thus represent-
ing total debt over that period) to the debt stock as of end-2006 (i.e., representing the outstanding liabilities that have to be
repaid as of 2006). This sums to US$195.8 billion which thus covers both past debt and outstanding debt as of end-
200690.  As has been pointed out in Section 2.1 above and as argued further in subsequent sections, this foreign debt as
a whole has been and is a burden on the Philippine economy and on the Filipino people. It has been an impediment to
development in a way that transcends the particular circumstances of the specific loans that constitute it - and this is the
basis for the Filipino people to take measures to relieve this burden.

At the same time it is productive to try and identify how much of this US$195.8 billion in debt is illegitimate according to
more formal legal parameters. Such estimation involves identifying debts past and present that have been used for
brazenly self- or elite-serving purposes according to the three aspects pointed out in Section 2.2 above. Unfortunately a
precise aggregate figure is extremely difficult to come by barring access to the necessary information; this is, indeed, the
main motivation for debt audits and greater transparency of information. The human, technical and legal resources
required for such an effort are also substantial.

88 Ibid.
89 Ibid.
90 Debt service burden (covering all principal and interest payments) is treated as a more appropriate measure of “total debt” across time than, for instance,
the debt stock which only indicates outstanding liabilities at a particular point. The debt stock at any given year does not reflect any of the debt that came
before it; moreover, summing debt stocks of consecutive years will result in double-counting.
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The paucity of attempts to do so fully reflects the challenges. Estimates in the past have included: US$1.0 billion in
"behest" loans either contracted or guaranteed fraudulently by the Marcos regime according to a 1992 Commission on
Audit (COA) report; and US$3.6 billion in debt with sovereign guarantees to corporations according to the parliamentary
group Bayan Muna91.  There have also been at least US$20 billion in loans from the WB and IMF which have all certainly
been extended with the purpose of influencing Philippine economic policy-making - with disastrous results. Needless to
say, these are extremely low and only very partial estimates.

91 The COA report cites the following questionable loans: North Davao Mining Corp. (US$117.7 million), Bukidnon Sugar Milling Co., Inc. (US$68.9
million), United Planters Sugar Milling Co. (US$62.7 million), Northern Cotabato Sugar Ind. Inc. (US$45.2 million), Asia Industries Inc. (US$25.0 million),
Domestic Satellite Philippines (US$18.5 million), PNB Deposit Facility/AMEXCO (US$17.0 million), Pamplona Redwood Veneer Inc. (US$15.2 million),
Mindanao Coconut Oil Mills (US$6.9 million), Government Service Insurance System (US$10.7 million), Philippine Phosphate Fertilizer
Corp. (US$565.5 million), Pagdanganan Timbre Products Inc. (US$13.5 million), Menzi Development Corp. (US$13.0 million) and Sabena Mining Corp.
(US$27.5 million). Bayan Muna, in the explanatory note to House Bill 4481 or the “Marcos Martial Law Regime Debt Cancellation Act” proposed during
the Thirteenth Philippine Congress, cited: National Power Corporation (US$795 million), PLDT (US$654 million), Manila Electric Company (US$370
million), CDCP (US$323 million), Philippine Airlines (US$321 million), NASUTRA/PHILSUCOM (US$265 million), Cellophil (US$217 million), Landoil
(US$165 million), Planters Products (US$159 million), NIDC (US$157 million) and Philippine National Oil Company (US$123 million).
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8.0 CONCLUSION AND RECOMMENDATIONS
This paper has looked at the overall situation of Philippine underdevelopment especially since the onset of the debt crisis
in the 1980s and provided an overview of the country's current external debt situation. It has also tried to provide the broad
legal context in which domestic illegitimate debt struggles may occur, as well as outline the general thrust of the
Philippine government on the matter. At the same time it has tried to underscore the opportunities created by domestic
social and mass movements.

The Philippine experience is useful for highlighting the gains to be achieved from working on the basis of a vibrant social
and mass movement. At the same time, it highlights some pitfalls in legal struggles. There is the general limitation that the
core element of the illegitimacy of debt does not find expression in legal terms. But even if there appear to be some
provisions in the 1987 Constitution and in international and domestic law that may be used as starting points for voiding
loan contracts, these are uneven in their applicability and still subject to interpretation. Unfortunately the interpretation that
has happened so far has not been favourable and, moreover, the relatively strict requirements of judicial scrutiny can be
cumbersome. Even what might be straightforward corruption cases that could be used as the basis for voiding contracts
have, in truth, not prospered likely for "political" reasons.

Given all these the paper proposes two distinct but closely related thrusts. The first is to sustain and strengthen the
political forces advancing the concept of illegitimate debt; the second is to, on that basis and without sacrificing its
momentum, expand efforts in more formal legal and institutional realms. Underpinning these both is that a just and
lasting solution to the Philippine debt crisis cannot but be comprehensive and go beyond the immediate objective of
reducing debt, and all the measures to be taken must retain the focus on the underdevelopment that is both creates the
conditions for and is the result of the debt burden. Thus the efforts need to be innovative in achieving immediate victories
and specific gains while retaining that crucial strategic focus.

8.1 Moving Forward

Social movements have established high standards for the illegitimacy of debt and this needs to be maintained. This is
all the more critical given concrete Philippine conditions where there are unfortunately legal precedents that need to be
overcome to promote the core concept of "illegitimacy". Indeed the bias for debts to be considered "legitimate" is heavily
reinforced by economic policies that implicitly and explicitly give foreign borrowing and global capital markets a special
status, and also in a de facto manner by cumbersome legal processes to assert the contrary.

Promoting illegitimate debt as a concept in the Philippines can only be done if this is placed in its proper historical and
overall socioeconomic context. In the context of efforts to address the Philippine debt problem it is important to under-
score how this cannot take place exclusively or indeed primarily in the legal realm. Pursuing legal avenues and building
solid legal cases against instances of illegitimate debt will unarguably advance the overall campaign. However consid-
ering the built-in advantages that creditors and pro-debt economic managers have - for instance as clearly seen in the
Philippine context - the public pressure and assertion of social movements becomes decisive. The primary motive force
of the struggle must take place at the political level and there will be successes in the legal realm only insofar as political
gains have already been achieved, consolidated and are built up and to the extent that the parameters of the legal
struggle have consequently been modified in favour of the people.

There is then a central role for civil society and social movements engaged in the struggle not just against illegitimate
debt but to assert their sovereignty and control over their lives. The basic foundations are well-known: organizing and
mobilizing the most basic and affected sectors, as well as strengthening the voice and reach of advocates. Engagement
in specific efforts that help advance struggles against illegitimate debt are important both for any results they achieve as
well as to enable the expansion of political strength. These include continuously advancing the main call for the absolute
and unconditional cancellation of all illegitimate debts. In support and not supplanting this is the demand for a citizen-led
debt audit for details on the extent and severity of illegitimacy, the continuous exposing of how debt harms communities,
damages the environment, and undermines the people's welfare, and the persistent exposé of attendant fraud and
corruption.
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Vital through all of this is to continue building the political consciousness and direct involvement of the greatest number
of Filipinos. This is the solid basis for maximizing or otherwise creating opportunities for the social movement in the
prevailing structures and mechanisms of debt domination.

The Philippine government will react depending on the influence of progressive officials and parliamentarians, who in
turn draw their strength and direction from civil society groups and social movements. Social movements in themselves
greatly increase the room to manoeuvre vis-à-vis the State in terms of parliamentary work, legislation and lobbying.
Official economic policies, including on debt, ultimately respond according to the prevailing balance of social forces.
Indeed this is the case even with the legal system inasmuch as the boundaries between the application of the law and
political power are not always easily determinable.

There is clearly little reason to expect Northern creditors to address illegitimate debt. Financial capitalists and commer-
cial banks have the greatest interest in preserving the debt and collecting as much debt service as possible. The situation
is essentially the same with the Paris Club forum of powerful creditor country governments. The development rhetoric of
the international financial institutions (IFIs) of the IMF and WB potentially provide openings. However the limits to these
multilaterals are also evident not just in how they have been for so long been intrinsic to worsening Southern debt burdens
but also given the current financial problems they face.

On the other hand there are international organizations that may potentially be maximized especially insofar as certain
objective conditions exist. The international financial and credit system sustains the debt problem which has adversely
impacted on the entire economy. The United Nations (UN) system in particular has its potentially meaningful declara-
tions and conventions on economic, social and cultural rights that can be used towards a process of remedying this. The
UN Committee on Economic, Social and Cultural Rights (UNESCR) can then be called on to:

1) Conduct a formal review of the impact on the Filipino people of continued debt servicing and the trade and
investment liberalization, privatization and deregulation policies to enable these repayments that have been im-
plemented by the Philippine government and as imposed by the WB, IMF and WTO;

2) Evaluate the extent to which these debt policies have supported and/or undermined the capacity of the Philippines
to meet its commitments as contained in the International Covenant on Economic, Social and Cultural Rights
(ICESCR); and

3) Evaluate the extent to which the Philippine government has abided by its commitments and obligations to respect,
protect and promote the realization of economic, social and cultural rights at the national level.

The International Labour Organization (ILO) Committee of Experts on the Application of Conventions and Recommenda-
tions (CEACR) can be called on to conduct a formal review of the Philippine government's compliance with its commit-
ments under ILO conventions. The results of these studies can then be formally submitted to the UN Commission on
Human Rights (UNCHR), the UN Economic and Social Council (UNECOSOC) and the General Assembly for appropri-
ate action, including holding the Philippine government and the country's creditors accountable for any violations of
economic, social and cultural rights and recommending adequate remedy for the victims. The UN may also be called
upon to request the International Court of Justice (ICJ) to render an advisory opinion regarding the legality of Philippine
external debt policy, WB-IMF conditionalities and creditor demands relative to the ICESCR, conventions of the ILO and
other agreements that the Philippines is a signatory to. The ambitious objective is for international recognition of the
illegitimacy of debt and, consequently, for an overhaul of how the international financial system treats creditors and deals
with these debts.

In none of these do the Filipino people have the luxury of time. Every day that passes of the unresolved debt crisis means
continued payments - extremely difficult to recover - and continued suffering. The exact approach cannot be oblivious of
how nearly three decades have passed and how every day that passes is unacceptable.
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Annex 1: List of Tables, Charts and Annexes
Annex A: External debt profile, 1981-2006 (US$ million)

US$ million 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

 By Type of Debt 20,893 24,677 24,613 24,948 26,389 29,183 30,585 29,301 28,707 28,322 29,933

    Medium and Long-Term 15,209 15,456 17,816 23,805 26,793 25,540 24,757 25,193 26,198

    Short-Term 9,404 9,492 8,573 5,378 3,792 3,761 3,950 3,129

       Trade 4,572 5,274 4,854 4,764 3,552 3,537 3,806 2,746

       Non-Trade 4,832 4,218 3,719 614 240 224 144 382

 By Borrower 20,893 24,677 24,613 24,948 26,389 29,183 30,585 29,301 28,707 28,322 29,933

    Banking System 2/ 7,350 9,205 9,194 10,112 11,266 10,269 9,625 9,169 8,092

       Central Bank 5/ 2,940 4,335 3,967 5,077 7,159 8,522 7,900 7,375 6,725 5,737

       Bangko Sentral 3/ 0 0 0 0 0 0 0 0

       Banks 4,410 4,870 4,117 2,953 2,744 2,369 2,250 2,444 2,355

          Government Banks4/ 1,094 841 873 463 393 502 677

          Private Banks 3,023 2,112 1,871 1,906 1,857 1,942 1,678

             Foreign Banks 1,295 1,205 1,144 1,146 1,166 1,154 1,106

             Domestic Banks 1,728 907 727 760 691 788 572

    Non-Banking System 15,754 16,277 17,916 20,315 19,676 19,538 20,230 21,765

       Public 12,560 10,907 11,259 13,360 16,323 16,286 16,086 16,873 18,073

          Public-NG & Others3/ 12,560 10,907 11,259 13,360 16,323 16,286 16,086 16,873 18,073

          CB - BOL 0 0 0 0 0 0 0

          Red Clause/Export Advances
       Private 4,847 5,018 4,556 3,992 3,390 3,452 3,357

       of which: Red Clause/Export Advances 556

      Memo items:
          Of w/c public 2,940 4,335 16,527 17,078 19,259 22,755 24,686 24,054 23,313 23,287 24,550
          Of w/c private 7,870 7,130 6,427 5,898 5,247 5,394 5,035 5,382
 By Institutional Creditor 20,893 24,677 24,613 24,948 26,389 29,183 30,585 29,301 28,707 28,322 29,933

    Banks and Other Financial Institutions 15,686 15,810 15,269 16,184 15,214 13,641 12,766 9,078

    Other Financial Inst. 1,015 1,089 795 828 390 396 544 509

    Suppliers 1,772 2,113 2,333 2,346 1,516 1,532 1,849 2,312

    Multilateral 3,793 3,620 4,623 5,615 6,969 6,455 6,675 7,411

     of which:
       I B R D 1,895 1,868 2,333 2,919 3,743 3,414 3,496 3,944 4,009

       IMF 0 973 1,232 1,336 1,342 1,171 1,261 997 1,165

       A D B 665 676 945 1,248 1,744 1,726 1,757 2,215 2,446

    Bilateral 2,138 2,276 2,860 3,925 5,203 6,509 6,712 8,547

       Export Agencies 606 656 786 1,332 1,828 2,398 2,474 3,689 3,659

       Others 1,532 1,620 2,074 2,593 3,375 4,111 4,238 4,858 5,913

    Bondholders/Noteholders 1,083 990 931 739 839 579 349 863

    Others 141 139 373 374 844 585 356 110
 By Country Profile 20,893 24,677 24,613 24,948 26,389 29,183 30,585 29,301 28,707 28,322 29,933

    Country 19,737 20,338 20,835 22,829 22,777 22,267 21,683 20,048 21,153

     of which:
       USA 7,069 7,349 7,103 7,491 7,124 6,533 6,028 5,202 5,034

       Japan 4,878 4,747 5,257 6,728 8,414 8,726 8,397 8,570 9,491

       UK 1,696 1,671 1,670 1,799 1,744 1,708 1,391 1,200 1,064

       France 1,106 1,034 1,105 1,126 1,000 1,073 1,213 639

       Germany 774 721 747 829 769 709 723 619

       Korea
    Multilateral Agencies 3,793 3,620 4,623 5,615 6,969 6,455 6,675 7,411

    Bondholders/Noteholders 1,083 990 931 739 839 579 349 863
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1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
29,933 30,771 34,687 37,351 37,697 39,883 42,972 46,146 50,997 51,206 51,900 53,645 57,395 54,846
26,198 26,385 30,206 33,149 33,636 34,452 36,626 40,289 46,048 45,711 45,900 48,086 51,216 49,800
3,735 4,386 4,481 4,201 4,061 5,431 6,346 5,857 4,949 5,495 6,000 5,559 6,179 5,046
3,415 4,000 2,925 2,388 1,419 2,280 1,896 1,190 1,008 1,151 1,197 1,026 1,299 1,675

320 386 1,555 1,814 2,642 3,151 4,450 4,667 3,941 4,345 4,802 4,533 4,879 3,371
29,933 30,771 34,687 37,351 37,697 39,883 42,972 46,146 50,997 51,206 51,900 53,645 57,395 54,846
8,168 5,463 4,534 4,805 5,625 7,946 10,310 11,995 11,391 11,248 11,602 10,970 11,247 9,651
5,908 3,242 0 0 0 0 0 0 0 0 0 0 0 0

0 0 2,544 1,805 1,911 1,605 3,373 4,800 4,660 4,823 5,744 4,649 4,422 2,721
2,260 2,221 1,990 3,000 3,714 6,341 6,937 7,195 6,731 6,425 5,858 6,320 6,825 6,930

569 924 1,457 2,308 2,240 1,838 2,187 2,368 2,741 2,992 2,664 2,939 3,018 3,229
1,691 1,297 533 692 1,474 4,503 4,750 4,827 3,992 3,433 3,194 3,381 3,807 3,701
1,137 671 436 396 297 400 691 633 488 436 944 701 710 977

554 626 97 296 1,178 4,103 4,059 4,193 3,502 2,997 2,251 2,680 3,096 2,724
21,765 25,308 30,152 32,546 32,072 31,937 32,661 34,152 39,606 39,958 40,297 42,675 46,148 45,195
18,073 20,773 24,973 26,328 25,598 23,505 21,148 22,767 26,957 26,321 24,988 27,947 32,059 31,946
18,073 20,773 23,361 24,622 24,106 22,315 20,270 22,086 26,404 25,856 24,674 27,682 31,876 31,845

1,612 1,706 1,492 1,189 878 681 553 464 314 265 182 101

3,691 4,535 5,179 6,218 6,474 8,432 11,513 11,385 12,649 13,637 15,310 14,729 14,090 13,250
907 1,053 1,097 508 426 421 496 332 410 230 174 111 111 151

24,550 24,939 28,974 30,441 29,749 26,947 26,708 29,935 34,358 34,135 33,396 35,535 39,498 37,896
5,382 5,832 5,712 6,910 7,949 12,935 16,263 16,211 16,639 17,070 18,505 18,110 17,896 16,951

29,933 30,771 34,686 37,351 37,698 39,883 42,972 46,146 50,997 51,206 51,900 53,645 57,395 54,846
8,692 4,409 4,421 4,326 4,928 6,380 7,786 8,017 9,145 10,411 11,621 11,790 10,681 11,175

556 324 303 841 1,239 958 1,304 1,088 1,436 1,723 2,548 2,622
2,802 2,963 3,213 3,549 2,587 2,588 2,359 1,562 1,690 1,578 1,879 2,079 3,236 2,041
7,935 8,323 9,202 9,859 9,617 8,634 8,638 10,058 10,245 9,665 9,553 8,970 9,031 8,440

4,009 4,144 4,597 4,855 4,995 4,676 4,146 4,298 4,071 3,626 3,251 3,322 3,446 3,317
1,165 1,183 1,312 1,139 814 405 889 1,562 1,822 2,031 1,948 1,675 1,193 755
2,446 2,598 2,892 3,331 3,332 3,117 3,091 3,490 3,536 3,324 3,160 3,271 3,710 3,730
9,572 11,328 13,369 15,033 14,393 13,439 13,307 14,926 16,429 15,336 14,531 15,621 16,895 16,800
3,659 3,351 3,997 4,487 3,939 4,677 4,718 5,312 2,089 1,925 2,380 2,495 2,281 2,027
5,913 7,977 9,372 10,546 10,454 8,762 8,589 9,614 14,340 13,411 12,151 13,126 14,614 14,773

845 3,652 4,459 4,541 5,917 8,686 10,519 11,160 12,900 13,322 13,567 14,752 17,111 15,839
87 96 22 43 256 156 363 423 587 894 748 433 440 551

29,933 30,771 34,687 37,351 37,697 39,883 42,972 46,146 50,997 51,206 51,900 53,645 57,395 54,846
21,153 18,796 21,026 22,951 22,163 22,563 23,815 24,928 27,852 28,219 28,780 29,923 31,253 30,567

5,034 6,622 6,894 3,440 3,294 3,500 4,018 4,358 5,131 5,423 6,043 6,269 6,223 3,896
9,491 9,159 11,081 12,648 12,169 11,109 10,293 11,887 14,205 13,136 11,986 12,927 14,478 14,528
1,064 594 1,233 288 577 511 445 399 438 662 527 541 688 472

424 455 420 283 322 682 661 564 982 779 689 935 923 1,387
691 678 710 840 952 1,298 1,635 2,122 2,435 3,133 3,467 3,156 2,690 2,693

459 407 269 216 265 286 253 279
7,935 8,323 9,202 9,859 9,617 8,634 8,638 10,058 10,245 9,665 9,553 8,970 9,031 8,440

845 3,652 4,459 4,541 5,917 8,686 10,519 11,160 12,900 13,322 13,567 14,752 17,111 15,839
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Annex B: External debt profile, 1981-2006 (% share of total)
% Share of total 1981 1982 1983 1984 1985 1986

 By Type of Debt 100.0 100.0 100.0 100.0 100.0 100.0
    Medium and Long-Term 61.8 62.0 67.5 81.6
    Short-Term 38.2 38.0 32.5 18.4
       Trade 18.6 21.1 18.4 16.3
       Non-Trade 19.6 16.9 14.1 2.1
 By Borrower 100.0 100.0 100.0 100.0 100.0 100.0
    Banking System 2/ 35.2 37.3 0.0 36.9 38.3 38.6
       Central Bank 5/ 14.1 17.6 16.1 20.4 27.1 29.2
       Bangko Sentral 3/ 0.0 0.0 0.0 0.0 0.0 0.0
       Banks 21.1 19.7 0.0 16.5 11.2 9.4
          Government Banks4/ 0.0 4.4 3.2 3.0
          Private Banks 0.0 12.1 8.0 6.4
             Foreign Banks 0.0 5.2 4.6 3.9
             Domestic Banks 0.0 6.9 3.4 2.5
    Non-Banking System 0.0 63.1 61.7 61.4
       Public 51.0 43.7 42.7 45.8
          Public-NG & Others3/ 51.0 43.7 42.7 45.8
          CB - BOL 0.0 0.0 0.0 0.0
          Red Clause/Export Advances 0.0 0.0 0.0 0.0
       Private 0.0 19.4 19.0 15.6
       of which: Red Clause/Export Advances 0.0 0.0 0.0 0.0
      Memo items: 0.0 0.0 0.0 0.0
          Of w/c public 14.1 17.6 67.1 68.5 73.0 78.0
          Of w/c private 31.5 27.0 22.0
 By Institutional Creditor 100.0 100.0 100.0 100.0 100.0 100.0
    Banks and Other Financial Institutions 63.7 63.4 57.9 55.5
    Other Financial Inst. 4.1 4.4 3.0 2.8
    Suppliers 7.2 8.5 8.8 8.0
    Multilateral 15.4 14.5 17.5 19.2
     of which:
       I B R D 7.7 7.5 8.8 10.0
       IMF 0.0 3.9 4.7 4.6
       A D B 2.7 2.7 3.6 4.3
    Bilateral 8.7 9.1 10.8 13.4
       Export Agencies 2.5 2.6 3.0 4.6
       Others 6.2 6.5 7.9 8.9
    Bondholders/Noteholders 4.4 4.0 3.5 2.5
    Others 0.6 0.6 1.4 1.3
 By Country Profile 100.0 100.0 100.0 100.0 100.0 100.0
    Country 80.2 81.5 79.0 78.2
     of which:
       USA 28.7 29.5 26.9 25.7
       Japan 19.8 19.0 19.9 23.1
       UK 6.9 6.7 6.3 6.2
       France 4.5 4.1 4.2 3.9
       Germany 3.1 2.9 2.8 2.8
       Korea 0.0 0.0 0.0 0.0
    Multilateral Agencies 15.4 14.5 17.5 19.2
    Bondholders/Noteholders 4.4 4.0 3.5 2.5
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1987 1988 1989 1990 1991 1992 1993 1994
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
87.6 87.2 86.2 89.0 87.5 85.7 87.1 88.7
12.4 12.8 13.8 11.0 12.5 14.3 12.9 11.2
11.6 12.1 13.3 9.7 11.4 13.0 8.4 6.4
0.8 0.8 0.5 1.3 1.1 1.3 4.5 4.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
33.6 32.8 31.9 28.6 27.3 17.8 13.1 12.9
25.8 25.2 23.4 20.3 19.7 10.5 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 7.3 4.8
7.7 7.7 8.5 8.3 7.6 7.2 5.7 8.0
1.5 1.3 1.7 2.4 1.9 3.0 4.2 6.2
6.2 6.3 6.8 5.9 5.6 4.2 1.5 1.9
3.7 4.0 4.0 3.9 3.8 2.2 1.3 1.1
2.5 2.4 2.7 2.0 1.9 2.0 0.3 0.8

66.4 67.2 68.1 71.4 72.7 82.2 86.9 87.1
53.4 55.6 56.0 59.6 60.4 67.5 72.0 70.5
53.4 55.6 56.0 59.6 60.4 67.5 67.3 65.9
0.0 0.0 0.0 0.0 0.0 0.0 4.6 4.6
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

13.1 11.6 12.0 11.9 12.3 14.7 14.9 16.6
0.0 0.0 0.0 2.0 3.0 3.4 3.2 1.4
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

80.7 82.1 81.2 82.2 82.0 81.0 83.5 81.5
19.3 17.9 18.8 17.8 18.0 19.0 16.5 18.5

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
49.7 46.6 44.5 32.1 29.0 14.3 12.7 11.6
1.3 1.4 1.9 1.8 1.9 1.1 0.9 2.3
5.0 5.2 6.4 8.2 9.4 9.6 9.3 9.5

22.8 22.0 23.3 26.2 26.5 27.0 26.5 26.4

12.2 11.7 12.2 13.9 13.4 13.5 13.3 13.0
4.4 4.0 4.4 3.5 3.9 3.8 3.8 3.0
5.7 5.9 6.1 7.8 8.2 8.4 8.3 8.9

17.0 22.2 23.4 30.2 32.0 36.8 38.5 40.2
6.0 8.2 8.6 13.0 12.2 10.9 11.5 12.0

11.0 14.0 14.8 17.2 19.8 25.9 27.0 28.2
2.7 2.0 1.2 3.0 2.8 11.9 12.9 12.2
2.8 2.0 1.2 0.4 0.3 0.3 0.1 0.1

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
74.5 76.0 75.5 70.8 70.7 61.1 60.6 61.4

23.3 22.3 21.0 18.4 16.8 21.5 19.9 9.2
27.5 29.8 29.3 30.3 31.7 29.8 31.9 33.9
5.7 5.8 4.8 4.2 3.6 1.9 3.6 0.8
3.3 3.7 4.2 2.3 1.4 1.5 1.2 0.8
2.5 2.4 2.5 2.2 2.3 2.2 2.0 2.2
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

22.8 22.0 23.3 26.2 26.5 27.0 26.5 26.4
2.7 2.0 1.2 3.0 2.8 11.9 12.9 12.2
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Annex C: Selected external debt data, 1981-2006
1981 1982 1983 1984

Total external debt (US$ million) 20,893 24,677 24,613 24,948
     Annual net foreign debt accumulation (US$ million) 3,476 3,784 (64) 335

     External debt per capita (US$) 422 486 472 467
          Of w/c public debt n.a. n.a. n.a. 320
          Of w/c private debt n.a. n.a. n.a. 147
     External debt to GDP (%) 58.6 66.4 74.1 79.4

     Of w/c public (% of total debt) n.a. n.a. n.a. 68.5
     Of w/c private (% of total debt) n.a. n.a. n.a. 31.5

     Of w/c medium- and long-term debt (% of total debt) n.a. n.a. 61.8 62.0
     Of w/c short-term debt (% of total debt) n.a. n.a. 38.2 38.0

     Short-term debt to international reserves ratio (%) n.a. n.a. 1,259.0 1,576.5

     Memo items:
          Under the 1995 revised external debt reporting concept approved by the Monetary Board, the following accounts/items form part of/are excluded from said figures:

              Inclusion:

                   Cumulative FX revaluation on US$-denominated multi-currency loans … … (203) (470)
              Exclusion:

                   Intercompany accounts (gross "Due to Head Office/Branches) of Philippine branches of foreign banks 0
                   Private sector loans without BSP approval/registration … … 0
                   Private sector obligations under capital lease agreements … … 0
      Total external debt with inclusions/exclusions (US$ million, nominal) … … 24,816 25,418 
          External debt per capita (US$) … … 476 
          External debt to GDP (%) … … 74.7 80.9

1994 1995 1996 1997 1998
37,351 37,697 39,883 42,972 46,146
2,664 346 2,186 3,089 3,174

559 551 570 600 629
455 435 385 373 408
103 116 185 227 221

58.3 50.9 48.1 52.2 70.8

81.5 78.9 67.6 62.2 64.9
18.5 21.1 32.4 37.8 35.1

88.7 89.2 86.4 85.2 87.3
11.2 10.8 13.6 14.8 12.7

69.6 63.5 54.0 87.0 63.2

1,644 1,742 817 129 447

2,172 2,368 4,288 4,818 4,217
100 455 562 925 1,404

0 0 396 1,296 1,228
37,979 38,778 44,312 49,882 52,548 

568 567 633 696 717 

59.3 52.3 53.5 60.6 80.6
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1985 1986 1987 1988 1989 1990 1991 1992 1993
24,948 26,389 29,183 30,585 29,301 28,707 28,322 29,933 30,771 34,687

335 1,441 2,794 1,402 (1,284) (594) (385) 1,611 838 3,916

467 482 521 533 503 482 465 480 482 531
320 352 406 430 413 391 382 394 391 444
147 130 115 103 90 91 83 86 91 87
79.4 85.9 97.7 92.1 77.3 67.4 63.9 65.9 58.1 63.8

68.5 73.0 78.0 80.7 82.1 81.2 82.2 82.0 81.0 83.5
31.5 27.0 22.0 19.3 17.9 18.8 17.8 18.0 19.0 16.5

62.0 67.5 81.6 87.6 87.2 86.2 89.0 87.5 85.7 87.1
38.0 32.5 18.4 12.4 12.8 13.8 11.0 12.5 14.3 12.9

1,576.5 1,394.2 311.2 391.6 374.8 278.8 338.5 115.1 99.6 95.8

(470) 137 927 1,936 1,386 1,091 1,406 1,436 1,155 1,253

0 0 0 0 0 0 1,840 1,442 1,350 1,032
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0

25,418 26,252 28,256 28,649 27,915 27,616 28,756 29,939 30,966 34,466 
476 480 505 499 479 464 472 480 485 528 

80.9 85.4 94.6 86.3 73.7 64.9 64.9 65.9 58.5 63.4

1999 2000 2001 2002 2003 2004 2005 2006 Source/s:
50,997 51,206 51,900 53,645 57,395 54,846 54,186 53,367 Bangko Sentral ng Pilipinas
4,851 209 694 1,745 3,750 (2,549) (660) (819) IBON computations

680 665 661 669 701 657 636 618 IBON computations
458 444 425 443 483 454 428 430 IBON computations
222 222 236 226 219 203 207 189 IBON computations

67.0 67.5 72.9 69.8 72.1 63.3 55.1 45.6 Bangko Sentral ng Pilipinas

67.4 66.7 64.3 66.2 68.8 69.1 67.4 69.5 Bangko Sentral ng Pilipinas
32.6 33.3 35.7 33.8 31.2 30.9 32.6 30.5 Bangko Sentral ng Pilipinas

90.3 89.3 88.4 89.6 89.2 90.8 88.2 90.6 Bangko Sentral ng Pilipinas
9.7 10.7 11.6 10.4 10.8 9.2 11.8 9.4 Bangko Sentral ng Pilipinas

37.3 42.0 44.5 41.7 45.3 38.5 40.2 25.0

Bangko Sentral ng Pilipinas

491 (6) (377) (61) 276 351 13 24 Bangko Sentral ng Pilipinas

4,008 2,897 3,064 2,451 2,034 2,578 3,042 2,674 Bangko Sentral ng Pilipinas
1,331 1,765 1,748 2,249 1,916 2,408 3,133 3,086 Bangko Sentral ng Pilipinas
1,597 1,532 1,428 1,340 1,446 1,323 1,215 1,101 Bangko Sentral ng Pilipinas
57,442 57,406 58,517 59,746 62,515 60,804 61,563 60,204 IBON computations

765 746 745 745 764 728 722 698 IBON computations
75.4 75.6 82.2 77.8 78.5 70.1 62.6 51.5 IBON computations
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Annex D: Selected debt service burden data, 1981-2006
1981 1982 1983 1984 1985

External debt service burden (1) (DSB, US$ million) 2,859 3,355 2,788 2,384 2,276
     DSB per capita 58 66 54 45 42
DSB ratios (1) (%)
     DSB to GDP (%) 8.0 9.0 8.4 7.6 7.4
     DSB to current account receipts 31.5 39.5 32.4 28.4 27.4
     DSB to exports 50.0 66.8 55.7 44.2 49.2
     DSB to exports and receipts from services and income … … 34.3 29.7 28.7

External debt service burden (2) (DSB, US$ million) … … 2,724          2,966          2,830                   
     Payments on principal (US$ million) … … 975             812             588                      
     Payments on interest (US$ million) … … 1,749          2,154          2,242                   
DSB ratios (2) (%)
     DSB to GDP n.a. n.a. 8.2 9.4 9.2
     DSB to current account receipts n.a. n.a. 31.6 35.3 34.1
     DSB to exports n.a. n.a. 54.4 55.0 61.1
     DSB to exports and receipts from services and income n.a. n.a. 33.5 37.0 35.7

(1) The ADB uses data from the World Bank’s (WB) Global Development 
Finance database which calculates total debt service to include the sum 
of principal repayments and interest actually paid in foreign currency, 
goods, or services on long-term debt, interest paid on short-term debt, 
and repayments (repurchases and charges) to the IMF. 

(2) Debt service burden calculated here consists of: 1) Principal and 
interest payments on fixed MLT credits including IMF credits, loans 
covered by the Paris Club and commercial banks rescheduling, and 
New Money Facilities; and 2) interest payments on fixed and revolving 
short-term liabilities of banks and non-banks (but excludes the following:
 a) prepayments on future years' maturities of foreign loans; and b) 
principal payments on fixed and revolving ST liabilities of banks and 
non-banks).

1994 1995 1996 1997 1998 1999
4,313 4,946 5,042 4,314 4,614 6,321

65 72 72 60 63 84

6.7 6.7 6.1 5.2 7.1 8.3
17.2 14.5 12.4 8.7 10.4 13.6
32.0 28.3 24.5 17.1 15.6 18.5
17.9 15.5 12.7 9.0 10.6 14.1

4,188 5,032 5,026 5,596 5,095 6,582
2,647          2,853          2,820          3,029          2,838 3,820
1,541          2,179          2,206          2,567          2,257 2,762

6.5 6.8 6.1 6.8 7.8 8.6
16.7 14.8 12.3 11.3 11.5 14.2
31.1 28.8 24.5 22.2 17.3 19.2
17.4 15.8 12.7 11.6 11.7 14.6
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1986 1987 1988 1989 1990 1991 1992 1993
2,581 2,940 3,135 2,964 3,146 3,008 4,068 4,782

46 51 54 50 52 48 64 73

8.6 8.9 8.3 7.0 7.1 6.6 7.7 8.8
28.4 30.2 27.4 22.4 22.9 19.7 22.4 24.4
53.3 51.4 44.3 37.9 38.4 34.0 41.4 42.0
29.9 32.0 29.4 23.9 24.1 20.8 23.6 25.3

3,091          3,005          3,002          3,139          3,547 2,828 2,942 3,229
1,117          1,092          994             915             1,712          1,140          1,607          1,791          
1,974          1,913          2,008          2,224          1,835          1,688          1,335          1,438          

10.3 9.1 7.9 7.4 8.0 6.2 5.6 5.9
34.1 30.8 26.2 23.7 25.8 18.5 16.2 16.5
63.8 52.5 42.4 40.1 43.3 32.0 29.9 28.4
35.8 32.8 28.1 25.3 27.2 19.6 17.0 17.1

2000 2001 2002 2003 2004 2005 2006 Source/s:
6,958 9,263 9,742 9,557 11,072 8,207 … Asian Development Bank (ADB) Key Indicators

90 118 122 117 133 96 …

9.2 13.0 12.7 12.0 12.8 8.3 … IBON computations
13.9 20.6 19.8 18.9 19.8 13.6 … IBON computations
18.6 29.6 28.3 27.0 28.5 20.4 … IBON computations
14.4 22.3 21.4 20.3 21.2 14.5 … IBON computations

6,265 6,530 7,762 7,948 7,217 7,624 7,902 Bangko Sentral ng Pilipinas
3,092 3,627 5,179 5,428 4,852 4,908 4,642 Bangko Sentral ng Pilipinas
3,173 2,903 2,583 2,520 2,365 2,716 3,260 Bangko Sentral ng Pilipinas

8.3 9.2 10.1 10.0 8.3 7.8 6.8 Bangko Sentral ng Pilipinas
12.5 14.5 15.8 15.7 12.9 12.6 11.4 Bangko Sentral ng Pilipinas
16.8 20.9 22.6 22.5 18.6 18.9 17.1 Bangko Sentral ng Pilipinas
13.0 15.7 17.1 16.9 13.8 13.5 12.0 Bangko Sentral ng Pilipinas
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Annex E: Selected national government budget items and debt data, 1981-2006
1981 1982 1983 1984 1985 1986

     Total NG spending (PhP billion, nominal) 47.6 49.8 52.4 64.0 73.3 121.3
          Of w/c education spending 6.1 6.6 6.7 8.1 10.7 14.1
          Of w/c health spending 1.9 2.3 2.3 2.5 3.3 3.5
          Of w/c economic services 22.1 18.9 18.3 21.5 20.7 28.0
          Of w/c NG debt service-interest payments 2.4 3.6 5.0 10.4 14.7 21.6
          Memo items
               NG debt service-principal payments 4.3 4.7 3.8 4.2 7.0 13.2
               Total NG debt service-principal and interest 6.7 8.3 8.7 14.6 21.6 34.8
     Total NG spending (% of GDP)
          Total NG spending 16.9 15.7 14.2 12.2 12.8 19.9
          Of w/c education spending 2.2 2.1 1.8 1.5 1.9 2.3
          Of w/c health spending 0.7 0.7 0.6 0.5 0.6 0.6
          Of w/c economic services 7.9 6.0 5.0 4.1 3.6 4.6
          Of w/c NG debt service-interest payments 0.9 1.1 1.4 2.0 2.6 3.5
          Memo items
               NG debt service-principal payments 1.5 1.5 1.0 0.8 1.2 2.2
               Total NG debt service-principal and interest 2.4 2.6 2.4 2.8 3.8 5.7
     Total NG spending (% of NG budget)
          Education 12.1 13.1 11.7 11.6 12.9 11.6
          Health 3.6 4.4 4.7 3.3 3.6 2.9
          Economic services n.a. n.a. n.a. n.a. n.a. 23.1
          NG debt service-interest payments 5.1 7.1 9.5 16.3 20.0 28.7
     Total NG debt payments (PhP billion) 6.7 8.3 8.7 14.6 21.6 34.8
          Total NG debt payments (% of GDP) 2.4 2.6 2.4 2.8 3.8 5.7
               Of w/c interest 0.9 1.1 1.4 2.0 2.6 3.5
               Of w/c principal 1.5 1.5 1.0 0.8 1.2 2.2
          Total NG debt payments (% of NG revenues) 19.0 22.0 19.3 25.9 31.5 44.2
          Memo item: NG revenue (PhP million) 35,478 37,710 45,290 56,467 68,577 78,714

1994 1995 1996 1997 1998 1999 2000
327.8 372.1 416.1 491.8 537.4 580.4 682.5

45.1 61.7 74.7 95.0 106.9 110.6 116.8
7.9 8.4 11.3 14.2 13.5 15.0 14.7

90.1 102.4 105.4 131.8 129.4 139.2 167.2
79.1 72.9 76.5 78.0 99.8 106.3 140.9

38.8 64.5 41.2 47.7 64.7 99.1 86.9
118.0 137.4 117.7 125.6 164.5 205.4 227.8

19.4 19.5 19.2 20.3 20.2 19.5 20.3
2.7 3.2 3.4 3.9 4.0 3.7 3.5
0.5 0.4 0.5 0.6 0.5 0.5 0.4
5.3 5.4 4.9 5.4 4.9 4.7 5.0
4.7 3.8 3.5 3.2 3.7 3.6 4.2

2.3 3.4 1.9 2.0 2.4 3.3 2.6
7.0 7.2 5.4 5.2 6.2 6.9 6.8

13.8 16.6 18.0 19.3 19.9 19.1 17.1
2.4 2.3 2.7 2.9 2.5 2.6 2.2

27.5 27.5 25.3 26.8 24.1 24.0 24.5
24.1 19.6 18.4 15.9 18.6 18.3 20.7

118.0 137.4 117.7 125.6 164.5 205.4 227.8
7.0 7.2 5.4 5.2 6.2 6.9 6.8
4.7 3.8 3.5 3.2 3.7 3.6 4.2
2.3 3.4 1.9 2.0 2.4 3.3 2.6

35.3 38.1 28.7 26.7 35.6 43.0 45.2
334,488 360,232 409,880 470,087 462,119 478,210 504,349
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1987 1988 1989 1990 1991 1992 1993
121.3 154.5 167.8 202.1 258.7 295.2 291.7 313.7
14.1 17.0 22.0 27.4 33.5 33.5 37.7 39.0
3.5 4.2 5.6 6.5 8.0 9.2 9.9 7.0

28.0 26.6 27.1 40.6 54.0 61.8 60.0 64.7
21.6 36.9 45.9 54.7 71.1 74.9 79.6 76.5

13.2 32.9 25.3 28.5 35.2 46.6 29.7 36.9
34.8 69.8 71.2 83.2 106.3 121.5 109.2 113.4

19.9 22.6 21.0 21.8 24.0 23.7 21.6 21.3
2.3 2.5 2.8 3.0 3.1 2.7 2.8 2.6
0.6 0.6 0.7 0.7 0.7 0.7 0.7 0.5
4.6 3.9 3.4 4.4 5.0 5.0 4.4 4.4
3.5 5.4 5.7 5.9 6.6 6.0 5.9 5.2

2.2 4.8 3.2 3.1 3.3 3.7 2.2 2.5
5.7 10.2 8.9 9.0 9.9 9.7 8.1 7.7

11.6 11.0 13.1 13.5 13.0 11.4 12.9 12.4
2.9 2.7 3.4 3.2 3.1 3.1 3.4 2.2

23.1 17.2 16.2 20.1 20.9 20.9 20.6 20.6
28.7 45.2 42.4 41.2 41.1 41.1 37.4 36.1
34.8 69.8 71.2 83.2 106.3 121.5 109.2 113.4
5.7 10.2 8.9 9.0 9.9 9.7 8.1 7.7
3.5 5.4 5.7 5.9 6.6 6.0 5.9 5.2
2.2 4.8 3.2 3.1 3.3 3.7 2.2 2.5

44.2 68.8 64.1 55.2 59.6 55.8 45.4 43.8
78,714 101,495 111,086 150,709 178,346 217,598 240,570 258,855

2001 2002 2003 2004 2005 2006 Source/s:
682.5 707.1 742.0 811.5 867.0 918.6 946.6 Department of Budget and Management
116.8 117.1 125.4 130.0 128.8 135.4 135.4 Department of Budget and Management

14.7 12.9 14.5 13.0 14.5 12.9 12.9 Department of Budget and Management
167.2 156.5 151.3 164.1 168.2 158.0 158.0 Department of Budget and Management
140.9 174.8 185.9 230.7 260.9 313.4 340.0 Department of Budget and Management

86.9 99.6 172.1 243.6 270.7 360.7 381.7 Department of Budget and Management
227.8 274.4 358.0 474.3 531.6 674.1 721.7

20.3 19.5 18.7 18.8 17.8 17.0 15.8 IBON computations
3.5 3.2 3.2 3.0 2.7 2.5 2.3 IBON computations
0.4 0.4 0.4 0.3 0.3 0.2 0.2 IBON computations
5.0 4.3 3.8 3.8 3.5 2.9 2.6 IBON computations
4.2 4.8 4.7 5.3 5.4 5.8 5.7 IBON computations

2.6 2.7 4.3 5.6 5.6 6.7 6.4 IBON computations
6.8 7.6 9.0 11.0 10.9 12.4 12.0

17.1 16.6 14.5 15.0 14.9 14.7 14.3 IBON computations
2.2 1.8 1.7 1.5 1.7 1.4 1.4 IBON computations

24.5 22.1 17.4 18.9 19.4 17.2 16.7 IBON computations
20.7 24.7 21.4 26.6 30.1 34.1 35.9 IBON computations

227.8 274.4 358.0 474.3 531.6 674.1 721.7 Department of Budget and Management
6.8 7.6 9.0 11.0 10.9 12.4 12.0 IBON computations
4.2 4.8 4.7 5.3 5.4 5.8 5.7 IBON computations
2.6 2.7 4.3 5.6 5.6 6.7 6.4 IBON computations

45.2 48.5 62.2 74.3 75.2 82.6 73.7 IBON computations
504,349 565,490 575,487 638,539 706,644 816,071 978,546 IMF International Financial Statistics
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Annex F (a): Selected macroeconomic data, 1981-2006
1981 1982 1983 1984

Gross domestic product (GDP, US$ million, constant 1985 prices) 33,892 35,119 35,777
     GDP growth rate (%) 3.4 3.6 1.9
Gross domestic product (GDP, PhP billion, constant 1985 prices) 631 654 666
Gross domestic product (GDP, US$ million, nominal) 35,647 37,140 33,212
Gross domestic product (GDP, PhP billion, nominal) 282 317 369
Population (million) 49.5 50.8 52.1
     GDP per capita (US$, constant 1985 prices) 685 691 687
     Percentage of population living on US$1/day or less

Unemployment rate (%, annual ave.) 8.8 9.6 10.4
Gross domestic saving (% of GDP) 12.0 12.3 15.2
Gross domestic capital formation (% of GDP) 12.3 13.5 16.4
Foreign direct investment (FDI) inflows (US$ million) 172 16 105

Selected external sector data
Exports (US$ million, nominal) 5,722 5,021 5,005
Exports and receipts from services and income (US$ million, nominal) n.a. n.a. 8,132
Current account receipts (US$ million, nominal) 9,068 8,490 8,615
OFW remittances (US$ thousand, nominal) 545,870 810,480 944,450 658,890
     As percentage of GDP (%) 1.5 2.2 2.8
Exchange rate (PhP:US$1, ave. for year) 7.90 8.54 11.11
Total international reserves (US$ million) 2,066 888 747

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
38,732 38,508 38,638 39,455 41,186 43,113 45,634 48,000 47,718 49,302

3.0 (0.6) 0.3 2.1 4.4 4.7 5.8 5.2 (0.6) 3.3
721 717 719 734 766 802 849 893 888 918

44,312 45,418 52,976 54,368 64,084 74,120 82,848 82,344 65,171 76,157
1,077 1,248 1,352 1,474 1,693 1,906 2,172 2,427 2,665 2,977
60.9 62.4 63.8 65.3 66.8 68.4 70.0 71.6 73.3 75.0
636 617 605 604 616 630 652 670 651 657

8.4 10.6 9.9 9.3 9.5 9.5 8.6 8.7 10.3 9.8
18.7 16.6 14.9 13.8 14.9 14.5 14.6 14.2 12.4 14.3
24.2 20.2 21.3 24.0 24.1 22.5 24.0 24.8 20.3 18.8
550 556 776 1,238 1,591 1,459 1,520 1,249 1,752 1,725

8,186 8,840 9,824 11,375 13,483 17,447 20,543 25,228 29,496 34,243
13,028 14,464 17,267 18,872 24,033 31,821 39,549 48,063 43,413 44,975
13,745 15,291 18,146 19,618 25,074 34,009 40,734 49,733 44,171 46,403

1,203,009 1,649,374 2,221,788 2,276,395 3,008,747 3,868,578 4,306,491 5,741,835 7,367,989 6,021,219
2.7 3.6 4.2 4.2 4.7 5.2 5.2 7.0 11.3 7.9

24.31 27.48 25.51 27.12 26.42 25.71 26.22 29.47 40.89 39.09
924 3,246 4,403 4,676 6,038 6,396 10,058 7,297 9,274 13,270
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1984 1985 1986 1987 1988 1989
33,157 30,734 31,784 33,155 35,394 37,590

(7.3) (7.3) 3.4 4.3 6.8 6.2
617 572 591 617 659 699

31,408 30,734 29,868 33,196 37,885 42,575
524 572 609 683 799 925

53.4 54.7 56.0 57.4 58.2 59.6
621 562 568 578 608 631

10.4 12.6 11.8 11.2 9.6 9.2
20.3 18.8 19.0 21.0 21.1 20.3
17.3 14.3 15.2 17.5 18.7 21.6

9 12 127 307 936 563

5,391 4,629 4,842 5,720 7,074 7,821
8,017 7,917 8,633 9,174 10,666 12,407
8,404 8,304 9,076 9,749 11,444 13,239

658,890 693,704 695,660 808,810 874,070 1,001,911
2.1 2.3 2.3 2.4 2.3 2.4

16.70 18.61 20.39 20.57 21.09 21.74
602 615 1,728 968 1,003 1,417

2000 2001 2002
52,289 53,206 55,574

6.1 1.8 4.5
973 990 1,034

75,910 71,215 76,814
3,355 3,631 3,964
76.9 78.5 80.2
680 677 693

11.2 11.1 11.4
17.3 17.1 19.1
21.2 19.0 17.7

1,345 899 1,542

37,347 31,313 34,403
48,347 41,537 45,455
49,969 45,057 49,085

6,050,450 6,031,271 6,886,156
8.0 8.5 9.0

44.19 50.99 51.60
13,090 13,476 13,329

2003 2004 2005 2006 Source/s:
58,316 61,920 65,000 68,490 National Statistical Coordination Board

4.9 6.2 5.0 5.4 IBON computations
1,085 1,152 1,209 1,274 ADB Key indicators (1981-2002), Bangko Sentral ng Pilipinas (2003-2006)

79,634 86,703 98,371 116,931 IBON computations
4,316 4,859 5,419 6,000 National Statistical Coordination Board
81.8 83.5 85.2 86.3 National Statistical Coordination Board
713 741 763 794 IBON computations

11.4 11.8 11.3 11.0 National Statistics Office (NSO)
19.3 20.5 20.1 ADB Key indicators (1981-2005), Bangko Sentral ng Pilipinas (2006)
16.7 17.1 15.7 ADB Key indicators (1981-2005), Bangko Sentral ng Pilipinas (2006)
491 688 1,132 UNCTAD On-line database

35,339 38,794 40,263 46,158 Bangko Sentral ng Pilipinas
47,079 52,261 56,520 65,955
50,684 55,982 60,436 69,463 Bangko Sentral ng Pilipinas

7,578,458 8,550,371 10,689,005 12,761,308 Bangko Sentral ng Pilipinas
9.5 9.9 10.9 10.9 IBON computations

54.20 56.04 55.09 51.31 Bangko Sentral ng Pilipinas
13,655 13,116 15,926 20,025
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Annex F (b): Selected macroeconomic data, 1949-2006
1949 1950 1951 1952 1953 1954 1955

GDP growth rate (% change) 6.3 7.6 10.8 6.2 8.9 7.5 6.9
Unemployment rate (% of labor force)
Manufacturing sector (% of GDP) 16.3 18.1 19.1 19.1 19.7 20.6 21.7
Exchange rate (annual ave., PhP:US$) 2.00 2.00 2.00 2.00 2.00 2.00 2.00

1963 1964 1965 1966 1967 1968 1969
7.1 3.4 5.3 4.4 5.3 4.9 4.7
6.2 6.4 7.2 7.1 8.0 7.8 6.7

24.7 24.7 24.5 25.1 25.9 26.3 26.0
3.91 3.91 3.91 3.90 3.90 3.90 3.90

1981 1982 1983 1984 1985 1986 1987
3.4 3.6 1.9 (7.3) (7.3) 3.4 4.3
8.8 9.4 10.4 10.4 12.6 11.8 11.2 

27.2 26.7 26.1 25.3 25.2 24.8 25.1
7.90 8.54 11.11 16.70 18.61 20.39 20.57

1999 2000 2001 2002 2003 2004 2005
3.3 6.1 1.8 4.5 4.9 6.2 5.0
9.8 11.2 11.1 11.4 11.4 11.8 11.3

24.5 24.4 23.0 22.8 22.5 22.1 22.1
39.09 44.19 50.99 51.60 54.20 56.04 55.09
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1956 1957 1958 1959 1960 1961 1962
7.0 5.4 3.5 6.8 1.4 5.6 4.8

11.2 7.6 8.2 6.8 6.3 7.5 8.0
23.1 23.2 24.1 24.5 24.8 24.5 24.6
2.00 2.00 2.00 2.00 2.02 2.02 3.73

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
3.8 5.4 5.4 8.9 3.6 5.6 8.8 5.6 5.2 5.6 5.1
7.7 5.2 6.3 4.9 4.0 3.9 7.9 

27.1 27.4 27.5 29.0 29.1 28.3 27.5 27.7 28.1 27.9 27.6
5.90 6.43 6.67 6.76 6.79 7.25 7.44 7.40 7.37 7.38 7.51

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
6.8 6.2 3.0 (0.6) 0.3 2.1 4.4 4.7 5.8 5.2 (0.6)
9.6 9.2 8.4 10.6 9.9 9.3 9.5 9.5 8.6 8.7 10.3 

25.7 25.6 25.5 25.6 25.0 24.7 24.8 25.3 25.3 25.0 24.9
21.09 21.74 24.31 27.48 25.51 27.12 26.42 25.71 26.22 29.47 40.89

2006
5.4

11.0
22.0
51.31
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Annex G: Total external debt, 1961, 1965, 1966-2006 (US$ billion)
(US$ billion) 1961 1965 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981

Total external debt 0.2 0.6 2.3 2.4 2.7 2.9 3.8 4.9 6.8 8.1 10.7 13.4 17.3 20.9

1994

37.4
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1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

20.9 24.7 24.6 24.9 26.4 29.2 30.6 29.3 28.7 28.3 29.9 30.8 34.7

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Source:

37.4 37.7 39.9 43.0 46.1 51.0 51.2 51.9 53.6 57.4 54.8 54.2 53.4 Bangko Sentral ng Pilipinas
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Annex H: National government expenditure program, 2006
PhP billion %

ECONOMIC SERVICES 158.0 16.7
     Agriculture, Agrarian Reform and Natural Resources 32.7 3.5
     Trade and Industry 3.0 0.3
     Tourism 1.4 0.1
     Power and Energy 1.5 0.2
     Water Resources Dev't. and Flood Control 6.5 0.7
     Communications, Roads and Other Transportation 53.8 5.7
     Other Economic Services 5.9 0.6
     Subsidy to Local Government Units 53.1 5.6

SOCIAL SERVICES 254.3 26.9
     Education, Culture, and Manpower Development 135.4 14.3
     Health 12.9 1.4
     Social Security, Welfare and Employment 40.1 4.2
     Housing and Community Development 1.7 0.2
     Land Distribution (ARF) 4.4 0.5
     Other Social Services 3.6 0.4
     Subsidy to Local Government Units 56.1 5.9

DEFENSE 44.2 4.7

GENERAL PUBLIC SERVICES 141.9 15.0
     General Administration 41.2 4.4
     Public Order and Safety 54.4 5.7
     Other General Public Services 3.8 0.4
     Subsidy to Local Government Units 42.5 4.5

NET LENDING 8.3 0.9

DEBT SERVICE FUND-INTEREST PAYMENTS 340.0 35.9

TOTAL 946.6 100.0

DEBT SERVICE FUND-PRINCIPAL PAYMENTS (2) 381.7 …

(1) The 2005 budget was re-enacted in 2006. 

(2) Principal repayments are not considered part of the expenditure

program and are contained in the government's "Financing" accounts.

Source: Department of Budget and Management (DBM)
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Sorted for chart:
     Tourism 1.4
     Power and Energy 1.5
     Housing and Community Development 1.7
     Trade and Industry 3.0
     Other Social Services 3.6
     Other General Public Services 3.8
     Land Distribution (ARF) 4.4
     Other Economic Services 5.9
     Water Resources Dev't. and Flood Control 6.5
     Net Lending 8.3
     Health 12.9
     Agriculture, Agrarian Reform and Natural Resources 32.7
     Social Security, Welfare and Employment 40.1
     General Administration 41.2
     Subsidy to Local Government Units 42.5
     Defense 44.2
     Subsidy to Local Government Units 53.1
     Communications, Roads and Other Transportation 53.8
     Public Order and Safety 54.4
     Subsidy to Local Government Units 56.1
     Education, Culture, and Manpower Development 135.4
     DEBT SERVICE FUND-INTEREST PAYMENT 340.0
     DEBT SERVICE FUND-PRINCIPAL PAYMENT 381.7
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Annex I: PNPP/NPC Assumed Foreign Loans, Outstanding Balances for Period Indicated ('000)

Particulars
Original 
Currency

Outstanding as of date 
of transfer June 1986

Redemptions/ 
Preterminations/ 

Cancellations 1986-
2006

Outstanding as 
of December 31, 

2006

Total USD 1,911,544                  1,890,321            21,224             

YEN 23,004,100                22,974,390          29,710             

CHF 107,061                     107,061               0

A. BILATERAL USD 1,339,745                  1,323,922            15,823             

YEN 23,004,101                22,974,391          29,710             

CHF 107,061                     107,061               0

American Express USD 277,577                     275,221               2,357               

Eximbank 6123/6154 USD 367,200                     367,200               0

Eximbank 6122 USD 522,270                     511,459               10,811             

Bank of Tokyo A USD 80,866                       79,855                 1,011               

YEN 8,889,980                  8,889,980            0

Bank of Tokyo B YEN 10,500,000                10,500,000          0

Union Bank of Switzerland USD 91,832                       90,188                 1,644               

CHF 107,061                     107,061               0

Mitsui and Co. (add'l) YEN 61,709                       61,709                 0

Mitsui and Co. (main) YEN 3,552,412                  3,522,702            29,710             

B. Commercial Loans

Citicorp Int'l USD 210,835                     210,835               0

Sumitomo Corp. USD 43,100                       43,100                 0

Morgan Guaranty USD 6,731                          6,731                    0

C. Brady Bonds

IRB USD 38,471                       38,471                 0

PCIRB USD 220,714                     215,313               5,401

New Money USD 51,948                       51,948                 0

Source: Debt Monitoring and Analysis Division - Bureau of the Treasury
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