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Péter Klemensits 

Abstract 

As in other countries around the world, the coronavirus epidemic has had a major 
impact on the economy of the Philippines. The crisis has also called into question the 
achievements of the Dutertenomics programme launched in 2016, while the 
administration of President Rodrigo Duterte has done its utmost to mitigate the 
effects of the crisis. The analysis aims to review the economic consequences of the 
crisis in the Philippines, the government response and the state of the economy in 
the light of the latest data. 

Keywords: Southeast Asia, Philippines, coronavirus epidemic, Dutertenomics, 
economic development  

 

The severe consequences of the Covid-19 outbreak are being felt around the world, 
with Southeast Asia being no exception, where the spread of the new Omicron 
variant is still a serious problem. Following strict quarantine measures the health 
crisis was soon followed by a severe economic crisis, to which countries in the region 
responded differently. In the Philippines, Southeast Asia's third most populous 
country, the pandemic also brought to a halt the steady growth of previous years, 
while the government was already aiming to restart the economy in 2021. In early 
2022, in the shadow of the upcoming presidential elections, the political elite will 
assess the political, economic and social consequences of the crisis and the epidemic 
differently, while outgoing President Rodrigo Duterte will be in the difficult position 
of handing over the office to his successor, while taking stock of his own economic 
policies. The analysis aims to briefly summarize the main features of the Philippine 
economy, the economic consequences of the coronavirus epidemic, the main 
elements of crisis management and present the outlook for future economic 
prosperity in January 2022. 

The Economy of the Philippines 
With a population of 109 million, the Philippines is Asia's oldest democracy, and some 
projections suggest that the population could exceed 126 million by 2030. More than 
80% of the population is Roman Catholic. This makes them the only country in 
Southeast Asia that has fully adopted the religion of the Spanish colonial masters. 
The island nation is one of the emerging economies, the 13th largest economy in Asia 
and the 29th largest in the world, but 16.6% of the population lives in poverty. The 
country belongs to the emerging markets category, and has the highest nominal 
GDP in Southeast Asia after Thailand and Indonesia. Today, 60% of GDP is generated 
in the service sector, with tourism and information technology being prominent. 
Although agricultural products still dominate exports, the gradual decline of this 

https://www.populationpyramid.net/philippines/2030/
https://business.inquirer.net/284993/poverty-rate-falls-to-16-6
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sector is a long-term trend. The Philippines is the world's 8th largest producer of rice 
and one of the largest producers of bananas and pineapples, as well as a major 
producer of grains, rubber, sugar and coconut. In the area of transportation and 
communications, the underdeveloped transportation system is a major constraint to 
the country's socioeconomic development, and there is a significant need for 
infrastructure development. In contrast, telecommunications is one of the most 
profitable sectors in the country’s economy. 

GDP reached USD 376.8 billion in 2019, before the epidemic. Economic growth 
consistently above 6% between 2014 and 2018, reaching 6.7% in 2017, making the 
country one of the fastest growing economies in the world. Its main trading partners 
are China, the United States, South Korea, Singapore, Japan, Taiwan, Germany and 
Thailand. In addition to agricultural products and raw materials, transportation and 
electronic products, textiles and semiconductors form the basis of exports. In 
addition to impressive economic performance, inequality between regions and 
social classes, corruption, weak governance and infrastructure deficiencies are 
serious problems that the Duterte government, which took office in 2016, has had to 
address. 

Covid-19 and the economic consequences 
The first Covid-19-related infection was recorded on January 30, 2020, and the first 
death was recorded on February 1, making the Philippines the first country, along 
with China, to experience a fatality. As of January 19, 2022, a total of 3,293,625 cases 
have been recorded, with 53 044 deaths and 2 969 853 people who have recovered 
from the disease.  The daily infection record is 38 867 new cases, that occurred on 
January 15, 2022.  The death toll is the highest in Southeast Asia after Indonesia, due 
to a number of factors, including the country’s overburdened health systems. The 
epidemic is concentrated in the capital city of Manila and the surrounding areas, with 
more than half of the cases occurring in the first few months of the epidemic. The 
government declared first a health emergency and then a state of emergency, and 
imposed extremely strict quarantine measures in several regions, which naturally led 
to a partial shutdown of the economy.1  

In the second quarter of 2020, economic output fell by 16.5% and GDP fell by 15.2% 
compared to the first quarter, due to the coronavirus epidemic. For the first time in 
29 years, the economy experienced a recession, while unemployment reached a 
record 17.7% in April 2020, while the employment rate fell to 59.5% from 61.3% a year 
earlier.2 In March-April 2020, it is estimated that nearly 1 million people lost their jobs 
during the restrictions on Luzon. GDP fell by 9.6% in 2020 compared to the previous 
year, the sharpest decline since statistics began in 1946. The recession in the 
Philippines was also by far the worst compared to surrounding countries, with 
Indonesia, Thailand, Malaysia and Vietnam all doing better. The restrictions caused 
about US$62.5 million in losses across all major sectors of the economy. (In the 
telecommunications sector, losses reached US$115 million). The tourism, 
international trade and services sectors were particularly hard hit. In 2020, the trade 
deficit narrowed by 35.4% amid subdued global and domestic demand and a decline 
in public infrastructure spending. The fiscal deficit to GDP ratio increased from 3.4% 
in 2019 to 7.6% in 2020, while government revenues fell 9%. After May 2020, the 
restrictions were temporarily lifted by the government, but the outlook has not 
improved significantly. In the third quarter of 2020, investment fell by 37.1%, year on 
year while household spending declined 9.3%. Unemployment reached 10.4% in 

https://www.statista.com/statistics/578709/gross-domestic-product-gdp-in-philippines/
https://www.adb.org/countries/philippines/main
https://www.rappler.com/nation/250815-coronavirus-what-we-know-about-first-death-outside-china/
https://www.worldometers.info/coronavirus/country/Philippines/
https://www.worldometers.info/coronavirus/country/Philippines/
https://www.csis.org/programs/southeast-asia-program/projects/southeast-asia-covid-19-tracker
https://www.aljazeera.com/economy/2020/8/6/philippine-economy-posts-its-biggest-ever-quarterly-plunge
https://www.statista.com/statistics/1103540/philippines-economic-impact-coronavirus-covid-19/
https://www.statista.com/statistics/1103540/philippines-economic-impact-coronavirus-covid-19/
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2020. Rising oil prices and the depreciation of the Philippine peso against the US 
dollar have also further deteriorated the economy. 

Aside from the slow progress in vaccination and shortcomings in disease 
management, the Philippines' economic model has proven inherently more 
vulnerable to disease outbreaks. It relies on the mobility of people, but growth from 
tourism, services and remittances is highly vulnerable to epidemic-related closures 
and a loss of consumer confidence. International travel, tourism stoppages, domestic 
closures and mobility restrictions have nearly crippled the retail, restaurant and 
catering sectors. Fortunately, the BPO (business process outsourcing) sector has 
shown some resilience, even if the adjustment to the new normal has not been 
smooth. 

DuterteNomics 
The main goal of the government's economic policy3, called DuterteNomics, was to 
bring the country into the upper-middle-income group of economies by 2022. To 
understand the root cause of the problems caused by the epidemic, it is worth 
reviewing the main elements of DuterteNomics for a few thoughts.4 

The key element of DuterteNomics is the "Build! Build! Build! Infrastructure Plan, 
which aims to reduce poverty, promote economic growth and ensure the well-being 
of society through nationwide infrastructure investment.5 Overall, Duterte planned 
to spend $180 billion on infrastructure development during his 6-year term, and 
sought to raise some of the cost from foreign sources. The government originally 
approved in 2016 to start 75 priority projects. The list was expanded to 104 projects by 
August 2020. 

Unfortunately, foreign investment in the country has not been as high as the 
government expected according to the UNCTAD 2020 report. From $10 billion in 2017 
and $6.6 billion in 2018, total FDI inflows fell to $5 billion in 2019, far short of the $8 
billion projected by the central bank. However, compared to 2010, FDI stock in the 
country has increased by $60 billion, reaching $88 billion in 2019. As you can see, the 
year after Duterte took office (2017) saw a record number of foreign direct 
investments in the country. Japan was the largest investor (30.1%), followed by 
Taiwan (10.3%) and Singapore (9.6%). The top investors in 2019 were Singapore 
(45.2%), China (22.7%), South Korea (10.6%) and Japan (5.1%).  

It is therefore not surprising that, despite the government's optimism, only 34% of 
the planned investments had been completed by spring 2020 and according to 
preliminary calculations only 56% of projects will be completed by the end of 
Duterte's term. 

Government measures for economic recovery 
On March 16, 2020, the President imposed a six-month state of emergency, that 
included price controls on essential goods, distribution of relief funds and donations, 
and interest-free loans. On March 24, the Philippine Congress passed the Bayanihan 
to Heal as One Act, which gave the President emergency powers for 3 months to 
manage the Covid-19 response. As a result, Duterte could freely dispose of $5.37 
billion from the budget. 

An late 2020, the central bank (Bangko Sentral ng Pilipinas - BSP) lowered the policy 
rate with 25 bps to 2% to increase liquidity in the financial system. On the fiscal side, 

http://koreascience.or.kr/article/JAKO202029062616563.page
https://www.brookings.edu/blog/order-from-chaos/2021/08/02/the-philippine-economy-under-the-pandemic-from-asian-tiger-to-sick-man-again/
https://www.reuters.com/article/us-china-philippines-idUKKCN1C41FL
https://www.reuters.com/article/us-china-philippines-idUKKCN1C41FL
https://www.reuters.com/article/us-china-philippines-idUKKCN1C41FL
https://unctad.org/system/files/official-document/wir2020_en.pdf
https://santandertrade.com/en/portal/establish-overseas/philippines/foreign-investment
https://www.rappler.com/newsbreak/in-depth/265526-where-are-we-on-build-build-build-program/
https://www.rappler.com/newsbreak/in-depth/265526-where-are-we-on-build-build-build-program/
https://www.officialgazette.gov.ph/downloads/2020/03mar/20200324-RA-11469-RRD.pdf
https://www.officialgazette.gov.ph/downloads/2020/03mar/20200324-RA-11469-RRD.pdf


 
 

 
 

6 

the aim was to support low-income earners, small businesses and the health sector 
(tourism, transportation, agriculture). The Bayanihan 1 law, passed in March 2020, not 
only gave the president broad powers to lead the fight against the epidemic, but also 
granted 18 million low-income households a maximum monthly benefit of $166. In 
September 2020, the Bayanihan 2 law was passed, providing for an immediate 
distribution of $2.9 billion and a stand-by of $520 million. US$1.1 billion was allocated 
for the health sector; US$822 million as a capital injection for the Land Bank of the 
Philippines; and US$500 million as grants and loans for agriculture and fishing 
businesses. In spring 2021, the government planned to announce another US$3.6 
billion stimulus package to support the sectors most affected by the epidemic. In the 
summer, Congress passed the Bayanihan 3 Act, which allocated US$7.87 billion, 
providing an initial payment of US$19.4 for each Filipino citizen. Despite these 
positive measures, however, the total value of the stimulus package passed in the 
Philippines is among the lowest in Southeast Asia. 

The experience of 2021 
Despite several waves of coronavirus outbreaks in the country during 2021, the 
economy showed signs of a gradual but fragile recovery as restrictions were eased, 
government recovery measures and vaccination progressed. 

For 2021, the government initially targeted GDP growth of 6-7%, which was later 
downgraded to 4-5%, but by the end of the year, expansion above 5% was again 
considered possible. Growth of 7.1% growth in the third quarter clearly justified the 
optimistic expectations. Compared to neighbouring countries (Vietnam, Indonesia, 
Malaysia), however, a smaller increase is expected only for Thailand. On the fiscal side, 
in December the government estimated the budget deficit at 8.2% of GDP, taking 
into account higher than planned revenues and lower payments.  

According to the latest data, the unemployment rate was 7.4% in October 2021, a 
significant improvement from 16.1% in the same period of last year. The employment 
rate will reach 64.2% in November 2021, while wages have increased by an average 
of 5.6% over the past year. Inflation fell to 3.6% in December, the lowest level in a year. 
The current account deficit was $600.5 million in September 2021, 3.6% of GDP. 
(Interestingly, thanks mainly to a sharp decline in imports and exports, the current 
account balance at the end of 2020 was in surplus at 3.1% of GDP, the largest since 
2014). 

Signs of recovery can also be observed in the area of trade. While the trade volume 
in November 2020 showed a decrease of 6.6% compared to the previous year, in 
December 2021 it showed an increase of 24%, which means a trade deficit with an 
annual growth of 119.5%. Overall, the data for 2021 already show a gradual 
improvement compared to the previous months. 

In terms of foreign investment performance, an October 2021 report by Oxford 
Economics6, which examined 14 Asian and Pacific countries in terms of their 
attractiveness to investors, ranked the Philippines 13th, with only Taiwan below. At 
the same time, however, the central bank’s data shows that by July 2021 a total of $1.3 
billion worth of FDI arrived in the country, up 52% a year earlier. Covid's impact has 
not changed the order of the main investors: in 2020, the United States was the 
largest investor, followed by China, and this order has remained the same, despite 
the fact that in the first 5 months of 2021,  China was the largest Asian investor, with 
USD 10.33 million, up 128% compared to the same period last year. 

https://crisis24.garda.com/alerts/2022/01/philippines-authorities-to-implement-tighter-covid-19-measures-throughout-most-of-the-country-jan-16-31-update-90
https://www.philstar.com/headlines/2021/08/01/2116707/house-leadership-renews-push-bayanihan-3
https://www.cnnphilippines.com/business/2021/12/18/PH-economy-and-business-in-2021-yearender.html
https://psa.gov.ph/content/gdp-posted-growth-71-percent-third-quarter-2021
https://www.rappler.com/business/unemployment-rate-philippines-october-2021/
https://www.asean.mercer.com/newsroom/salaries-in-philippines-set-to-rise-in-2021.html
https://www.pna.gov.ph/articles/1164555
https://tradingeconomics.com/philippines/current-account
https://www.dbs.com.hk/treasures/aics/templatedata/article/generic/data/en/GR/092021/210922_insights_philippines.xml
https://www.dbs.com.hk/treasures/aics/templatedata/article/generic/data/en/GR/092021/210922_insights_philippines.xml
https://psa.gov.ph/content/highlights-philippine-export-and-import-statistics-november-2021-preliminary
https://www.philstar.com/business/2021/10/11/2133395/philippines-pandemic-scars-seen-turning-foreign-investors
https://www.philstar.com/business/2021/10/11/2133395/philippines-pandemic-scars-seen-turning-foreign-investors
https://www.dti.gov.ph/overseas/philippines-invites-investments-from-china-during-cifit-2021/
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In the midst of the Covid-19 pandemic, the government relied heavily on 
infrastructure investment to help the economy recover – this despite the fact that 
most of the necessary funding was provided by official development assistance and 
loans from abroad, as the government’s resources were significantly reduced by the 
pandemic. The Build! Build! Build! Infrastructure Plan continued with great 
momentum in 2020. By autumn 2021, more than 230 airports, 484 ports, 31 977 km 
of roads and 6 333 bridges had been built, upgraded or expanded nationwide, 
according to the relevant ministry, and more significant achievements expected by 
May 2022.7  

It can be concluded that by end of 2021, the Philippine economy had overcome the 
initial shock of Covid-19, leading to a gradually positive picture of macroeconomic 
indicators. In line with the government’s objectives, the lifting of restrictions led to a 
recovery in the economy, and international supply chains also recovered. The 
economic recovery also had a positive effect on foreign investors, leading to an 
increase in investment. Although Duterte's economic policies have been criticised in 
recent years, it is undeniable that the government has managed, with some 
difficulty, to put the country's economy back on a positive track after the Covid-19 
pandemic. 

Future prospects 
In 2021, not only trade but also consumption picked up, leading to an increase in 
GDP. With the economy still far from pre-pandemic levels, the gradual lifting of 
restrictions is expected to create further room for growth. Focus Economics forecasts 
growth of 6.8% for both 2022 and 2023.  

In December 2021, the Asian Development Bank (ADB) forecast GDP growth of 6% 
in 2022, while inflation is expected to reach 3.7%, mainly due to higher fuel prices. In 
its report the ADB forecasts a gradual improvement in the economic situation as the 
immunisation programme progresses, while it expects economic growth to pick up 
by supporting infrastructure investment in recognition of the government's 
successful economic policies.  

The revised December 2021 Development Budget Coordination Committee position 
paper projects GDP growth of 7-9% in 2022 and 6-7% in 2023 and 2024. On the 
positive side, state revenues could reach pre-pandemic levels in 2022, leading to an 
expected 9.6% year-on-year increase in government spending, mainly related to 
infrastructure investment. 

In late 2021, Central Bank Governor Benjamin Diokno expected the economy to 
reach pre-pandemic levels by mid-2022, but warned that inflation would pose a 
greater threat to the economy than Covid-19.8  

The administration remains optimistic about the effectiveness of Duterte's economic 
policies, for example Socioeconomic Planning Secretary Karl Kendrick Chua, said in 
a statement in the summer of 2021 that the goal of making the country an upper 
middle-income country by 2022 was entirely achievable. 

Of course, political developments should also be taken into account when analysing 
future prospects, as the country will hold presidential elections on May 9, to replace 
Duterte being with a new head of state, which should lead to different economic 
policy in the second half of the year. 

https://theaseanpost.com/article/build-build-build-program-amid-pandemic
https://theaseanpost.com/article/build-build-build-program-amid-pandemic
https://www.philstar.com/business/2021/12/27/2150228/yearender-government-goes-all-out-build-build-build-program
https://www.focus-economics.com/country-indicator/philippines/gdp
https://www.adb.org/news/adb-raises-2021-2022-growth-forecasts-philippines
https://www.adb.org/news/adb-raises-2021-2022-growth-forecasts-philippines
https://neda.gov.ph/33245-2/?utm_source=rss&utm_medium=rss&utm_campaign=33245-2
https://neda.gov.ph/33245-2/?utm_source=rss&utm_medium=rss&utm_campaign=33245-2
https://www.pna.gov.ph/articles/1148162
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Summary 
Prior to the Covid-19 epidemic, the Philippines was one of the fastest growing 
economies in the world. The government of President Duterte, who took office in 
2016, based its economic policies on infrastructure development, which included 
opening up to China. Like other countries in the region, the outbreak of the 
coronavirus epidemic hit the Philippines hard, and stalled the growth momentum 
of recent years. The extent to which the Duterte government has successfully 
managed the epidemic is debatable, but there is no doubt that the government's 
actions have helped the economy recover in 2021, thanks to a gradual opening and 
higher vaccination coverage. Forecasts for the future are largely optimistic, and it is 
likely that Duterte will leave his successor an economically stable country, although 
still beset by serious social and political problems, while the current government's 
objectives, particularly with regard to infrastructure investment, are only being 
partially achieved. 

 

 
1 The most recent quarantine measures were put in place on 16 January 2022, mainly targeting the 
unvaccinated. 
2 The statistics were not improved by the return of more than 600 000 overseas workers to the islands 
after May 2020. 
3 Since Duterte is not considered an economist, economic policy is largely in the hands of a group of 
economic experts close to the president. Among them are Secretary of Finance Carlos Dominguez, a 
businessman; Former Minister of Budget and Management Benjamin Diokno a politician and 
university professor, at present the Governor of the Central Bank; Ernesto Pernia, a university 
professor, President of the National Economic and Development Authority and Secretary of 
Socioeconomic Planning until 2020. 
4 DuterteNomics was officially launched in April 2017 and included all the economic and social policy 
ideas that the president had already included in his 10-point programme announced in June 2016. 
The program advocated among other things, the continuation of the macroeconomic policies of the 
previous administration, promised comprehensive tax reform, greater competitiveness, rural 
development, health, education and investment promotion. The 2017-2022 Medium-Term Philippine 
Development Plan adopted in 2017 also included the above goals. The 25-year long-term vision 
Ambisyon Natin 2040, which also incorporated the views of Filipino citizens, also identified the 
coordination of socio-economic programmes and development as a key objective, prioritising 
education, with the goal of creating a prosperous, "smart and innovative" society composed 
essentially of the middle class by 2040.  
5 The Philippines ranked 95th out of 138 countries surveyed in the World Economic Forum's 2016-2017 
Global Infrastructure Competitiveness Index. To improve the situation, the Duterte administration has 
sought to spend much more on infrastructure than its predecessors.  Many of the planned projects 
focused on transportation development and were essentially publicly funded (sometimes in public-
private partnerships). 
6 The report assessed the attractiveness of an economy for foreign investment based on five indicators: 
labour dynamics, quality of infrastructure and logistics, political and business climate, market size and 
growth prospects, and export structure. 
7 Details of the projects currently underway can be found in an article in Business Mirror in November 
2021. 
8 The head of the BSP has predicted a rise in oil prices, and through them food prices. 

https://crisis24.garda.com/alerts/2022/01/philippines-authorities-to-implement-tighter-covid-19-measures-throughout-most-of-the-country-jan-16-31-update-90
https://pcoo.gov.ph/dutertenomics-unveiled/
https://2040.neda.gov.ph/about-ambisyon-natin-2040/
https://www3.weforum.org/docs/GCR2016-2017/05FullReport/TheGlobalCompetitivenessReport2016-2017_FINAL.pdf
https://businessmirror.com.ph/2021/11/29/president-dutertes-legacy-bringing-life-to-the-build-build-build-program/

