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INTRODUCTION 

Having won a resounding, fresh mandate to govern the Filipino people in May 2004, President Gloria Macapagal-Arroyo readily took on the challenge of steering the country towards the pursuit of her vision of economic opportunity, social cohesion and democratic faith. 

She outlined a 10-Point Agenda, aptly called "BEAT THE ODDs," which is envisioned to jumpstart the country's growth and finally set it on the road towards unsurpassed, sustainable and equitable progress. 

This agenda of governance spells out major policies and programs to fight poverty through: achieving a Balanced budget by collecting the right revenues and spending right; providing Education for all children of school-age; implementing full Automation of the electoral process; building Transportation and digital infrastructure to link the entire nation; Terminating hostilities through a just conclusion of the peace process; Healing the wounds of EDSA 1, 2 and 3; providing Electricity and water for all barangays; offering Opportunities for livelihood and the creation of six to 10 million jobs; Decongesting Metro Manila through railway and road projects and the establishment of new government centers; and, Developing Subic and Clark into the most competitive international service and logistics center in Southeast Asia.

Concretized under the 2004-2010 Medium-Term Philippine Development Plan (MTPDP), these are focused policy strategies and programs to arrive at solutions and interventions to the country's most pressing problems. These ensure that the results of economic reforms instituted since the President took the helm of government in 2001 benefit all sectors of society, particularly the poorest.

With prudent fiscal management and sound macroeconomic policies, GDP growth increased from 3% in 2001 to 6.1% in 2004. GNP growth likewise accelerated from 3.5% to 6.2%. The 2004 economic expansion has been the strongest since 1996 and exceeded the MTPDP target of 4.9-5.8%. For the first quarter of 2005, GDP grew by a moderate 4.6% and GNP, 4.7%.

Inflation and interest rates were maintained at single-digit levels. From 6.8% in 2001, inflation was reduced to 3.5% in 2003 before rising to 6% in 2004. Inflation averaged 8.3% in the first half of 2005, due largely to volatile oil prices in the global market. Based on 91-day Treasury bills, on the other hand, interest rates consistently declined from 9.87% in 2001 to 7.34% in 2004 and to 6.67% for the first half of 2005.
The peso-dollar exchange rate was generally stable, depreciating by only 4.6% from P53.36 per US$1 on 21 January 2001 when the President assumed office to P55.92 on 30 June 2005, as compared to the 23.6% depreciation from P42.04 on 30 June 1998 to P55.01 on 18 January 2001. 

A balance of payments surplus of US$1.638 billion was recorded for the first five months of 2005, more than three times the US$477 million posted in the same period last year. The surplus was partly attributed to OFW remittances which, for the first four months of 2005, reached US$3.1 billion or 17.2% higher than the same period last year. 

Foreign direct investments reached P155.5 billion in 2004, more than three times the P34 billion reported in 2003, and P35.1 billion for 2005 first quarter. The P183.88 billion in investments approved by the Board of Investments and the Philippine Economic Zone Authority in 2004 was 224% higher than the previous year. For the first five months of 2005, investments reached P108.16 billion. 

Despite weakness in the international market, export earnings grew by 9.2% to US$39.58 billion in 2004 from US$36.23 billion in 2003. Exports from January to April 2005 reached US$12.7 billion, 4.8% higher than in the same period the previous year. 


BALANCED BUDGET

The National Government effectively contained the fiscal deficit for the past two and a half years through sustained increases in revenue collections and prudent management of expenditures. From P199.9 billion in 2003, the deficit was further cut to P186.1 billion in 2004. This represents a one percentage point reduction in the deficit to GDP ratio from -4.9% of GDP in 2003 to -3.9% in 2004.

Revenues grew from P563.7 billion in 2001 to P698.3 billion in 2004. Collections increased to P322.35 billion in the first five months of 2005, up 11.6% from the same period in 2004.

The Bureau of Internal Revenue (BIR) posted its highest tax collection growth rate of 13.6% since 1998 and registered its highest ever monthly collection of P62.9 billion in April 2005, exceeding target by P200 million and last year's April collection by P9.9 billion or 18.7%.

With three new tax measures enacted into law - Indexation of Excise Tax on Tobacco and Liquor, Attrition Act and Restructuring of the Value-Added Tax System - revenues are projected to increase by about P48 billion to P56 billion in 2005. These new revenue sources, coupled with administrative measures such as expanded computerization programs of BIR and the Bureau of Customs (BOC), austerity measures across all government agencies, the No Audit Program which enhances voluntary compliance with tax payments, and privatization of power generation companies, are expected to contribute to the further reduction in national government deficit to P180 billion by year-end. 

Adding a boost to the revenue measures are the BIR's Run After Tax Evaders (RATE) and the BOC's Run After The Smugglers (RATS) programs, which were launched in March and July 2005, respectively. To date, the BIR has filed 26 tax evasion cases against affluent and known personalities while the BOC has charged 16 respondents for smuggling diesel fuel and agricultural products.


EDUCATION FOR ALL

To ensure that everyone of school age will be in a classroom that is conducive to learning, classroom construction was accelerated to reduce the backlog of 17,873 as of June 2004. The target of constructing 6,000 classrooms a year was surpassed by 92% with 11,533 built in the past school year. 

Tuition fee subsidies were given to more than 350,000 students in SY 2004-2005 and 375,000 students in SY 2005-2006 so those who could not avail of free public high school education were accommodated in private schools.

With the accelerated classroom construction, the tuition fee subsidies and the implementation of double-shift classes, the classroom backlog is expected to be completely met before 2010. In addition, the President aims to provide schools in unserved barangays, with 1,176 classrooms already built out of the targeted 1,617.

To provide quality education, about 69% or 3,334 of the 4,830 public high schools were given computers and computer labs. More than 100 million textbooks for priority subjects were also procured and delivered to schools since 2001, while a total of 28,021 new teacher positions were created to address the annual increase in students.

Other efforts in education include the launching of the Early Childhood Care Development curriculum standards for 5-year olds; programs to improve proficiencies in Math, Science, and English; increased access to scholarships for students from indigent families; and the formulation of the Philippine National Qualification Framework to allow technical-vocational students to progress to higher education. 


AUTOMATED ELECTIONS

The Administration allocated P3 billion for the Commission on Election's (Comelec) Comprehensive Electoral Modernization Program that would computerize the electoral process and increase confidence in its integrity. 

Of this amount, P2.6 billion was utilized in 2003 for the following program components: voter's validation system, automated counting and canvassing system, and system for electronic transmission of election results. 

The electoral modernization program was discontinued in January 2004, however, after the Supreme Court disallowed the use of the automated counting and canvassing machines, and electronic transmission of election results on the ground that the winning bidder had not been qualified to participate in the bidding. 

Comelec continues to consult with various sectors on electoral reforms to increase efficiency and efficacy of election administration, including possible amendments to election laws. It is also exploring other technologies and systems to re-start the modernization process and cleanse the voter database in time for the 2007 elections.


TRANSPORT AND DIGITAL INFRASTRUCTURE

In line with the Administration's goal to link the entire country through a network of transport infrastructure, the Nautical Highway System was put in place in 2004. The system maximizes the use of the roll-on/roll-off (RORO) vessels in transporting passengers and produce from Mindanao to Luzon. 

Three routes from Luzon to Mindanao were developed: Western Nautical Highway (Manila to Dapitan), Central Nautical Highway (Masbate to Dapitan) and Eastern Nautical Highway (Masbate to Surigao). All ports and road connections along these RORO routes are in place, regular services in all routes are being ensured and port facilities are being expanded as needed. 

To entice shipping companies to expand or modernize and local governments to invest in RORO facilities, a P30-billion financing program was provided under the Development Bank of the Philippines' Sustainable Logistics Development Program.

New airports are also being developed in Negros Occidental (Silay City), Iloilo (Sta. Barbara/Cabatuan), and Bohol (Panglao) while the Diosdado Macapagal International Airport in Pampanga and Busuanga Airport in Palawan are being upgraded to serve as gateways to tourism destinations. 

In terms of digital infrastructure, the government launched the Philippine CyberServices Corridor, an ICT belt stretching 600 miles from Baguio City to Zamboanga which is envisioned to provide a variety of cyberservices at par with global standards. To fuel growth and enhance the access to information and communications technology, internet connectivity cost was reduced to a third of what it used to be in 2002. 


TERMINATE HOSTILITIES

The Arroyo Administration put back on track the government's negotiations with the communist insurgents, MILF secessionists, and other rebel groups, which were derailed for almost two and half years by the past Administration in favor of an "all-out-war" policy. At the same time, the government ensured that the existing peace agreements are substantially complied with.

Peace negotiations with the MILF were revived, resulting in a bilateral ceasefire in July 2003 that continues to hold on the ground, the signing of an interim peace agreement on relief and rehabilitation of war-torn communities, and a commitment from the MILF to assist the government in the interdiction and isolation of terrorist groups seeking refuge in MILF communities. 

Talks with the CPP/NPA/NDF were also pursued, but were suspended in August 2004 due to the renewal by the US of its terrorist listing. In spite of the unilateral decision of the said movement to suspend the talks, the government kept its communication lines open and undertook confidence-building measures for the possible revival of the talks. While peace negotiations are underway, however, military operations against the CPP/NPA/NDF continued, resulting in the decreased strength of the movement by 35% from 11,930 in 2001 to 7,709 in June 2005.

The government continued the implementation of political, military and socio-economic aspects of the GRP-MNLF Peace agreement in 1996, such as the full reintegration of MNLF members into the AFP and PNP and the devolution of functions and powers to the Autonomous Region of Muslim Mindanao (ARMM). The 1986 peace pact with the Cordillera People's Liberation Army was also pursued with the integration of 264 qualified members into the AFP. 

To show the government's commitment for Mindanao and Muslim development, other measures were undertaken to complement the peace negotiations such as: development of conflict-affected areas through investments in infrastructure and livelihood; rehabilitation of hospitals in ARMM to improve health care service delivery; establishment of Shari'ah Courts; promotion of Muslim holidays; and strengthening of Madrasah education. 


HEALING THE WOUNDS OF EDSA 1, 2 AND 3

In an effort to heal the wounds and the divisiveness generated by the People Power Revolutions, the National Security Council convened and consulted with political and religious leaders.

All parties agreed on the need to become more united as a people and to prepare for a long-term, multi-faceted, multiple-channeled reconciliation process. In line with this, the religious leaders shall take the lead in finding a just process of reconciliation and provide guidance to the Cabinet in formulating the strategic framework. The government, meanwhile, shall sustain its pursuit of measures to address other threat groups that continue to confront the security of the nation.

Among the specific measures identified were: accelerating the compensation to victims of human rights violations from a portion of the seized Marcos wealth, sustaining reforms in the military to address legitimate grievances of the men in the field, and continuing consultations on how to pursue reconciliation and national unity.


ELECTRICITY AND WATER FOR ALL BARANGAYS

The Administration provided electricity to 5,365 barangays since 2001, attaining 92.87% barangay-level electrification and bringing it closer to its goal of 100% electrification by 2008. 

On the other hand, 48 out of the 210 waterless areas in Metro Manila or 1,126 households benefited from the President's Priority Program on Water implemented through MWSS concessionaires. This complemented the Patubig ni PGMA project, which provided potable water through mobile tankers to 956,541 waterless households in Metro Manila, and the provinces of Rizal, Cavite, Bulacan and Laguna. The government shall also provide water to 432 municipalities outside Metro Manila where less than 50% of households have access to potable water. 


OPPORTUNITIES TO CREATE 6 TO 10 MILLION JOBS

The government's target to generate six to 10 million jobs in the next six years is being pursued through the development of two million hectares of agribusiness land; increased lending to micro, small and medium enterprises (MSMEs); and the expansion of key sectors. Preliminary estimates from January to June 2005 showed that 1.3 million jobs were created.

At least 135,314 new jobs were created by developing 73,925 hectares of new agricultural lands and linking them with corresponding markets in all regions. Areas were either planted to crops, grown with forage for pasture, stocked with animals, seeded with fingerlings or farmed with seaweeds.

To increase the viability of MSMEs, the government provided P9.9 billion in loans in 2004 and P3.4 billion in the first quarter 2005, resulting in the creation of 562,633 and 152,123 jobs, respectively. Under the SME Unified Lending Opportunities for National Growth (SULONG) program, P27 billion were released in 2004 and P7.2 billion in the first quarter of 2005 which supported 90,445 jobs.

With tourism promotion, arrivals from January 2004 to May 2005 increased by 498,165 and translated into 607,762 new jobs. A total of 468,634 new jobs were created in 2004 and 139,128 from January to May 2005. 

Government programs also helped in generating 760,324 jobs in 2005 in other sectors like information and communications technology, mining, housing construction and site development, public construction and maintenance, and economic zones. Meanwhile, more than 61,000 workers have undergone or are undergoing apprenticeship under the Kasanayan at Hanapbuhay Program since 2004. 


DECONGESTING METRO MANILA

To decongest Metro Manila and allow people to work within the metropolis while living in nearby provinces, road and rail transport projects were aggressively pursued. 

The completed North Luzon Expressway Expansion Project has already cut travel time by half. Construction and rehabilitation of the Southern Luzon Expressway, Southern Tagalog Arterial Road (STAR) Extension, and Manila-Cavite Expressway Extension Project are underway.

The Northrail Project, a commuter system that will run from Caloocan to Clark, is expected to accelerate development in Central and Northern Luzon by improving the interconnection of major transportation facilities in the Manila-Clark-Subic economic triangle. 

This is complemented by two other rail projects: (a) the Northrail-Southrail Interconnectivity Project, which would rehabilitate the existing 34-kilometer PNR Commuter Service Line from Caloocan to Alabang; and (b) the MRT 3, Phase II Project which will close the MRT 3-LRT Line 1 loop and form the railway transport backbone in Metro Manila. 

Preparations for the development of new government centers have also commenced through the transfer of the following departments: Department of Agriculture to Davao City; Department of Public Works and Highways to Bicol; Department of Tourism to Cebu City; Department of Land Reform to Iloilo City; and Department of Transportation and Communication to Clark. 


DEVELOP SUBIC AND CLARK 

Major road, seaport and airport projects are underway to develop the Subic-Clark corridor as a premier international service and logistics center in Southeast Asia.

Construction of the P27.4-billion Subic-Clark-Tarlac Expressway commenced in April 2005 and will be completed in 2007. Phase I of the Subic Bay Port Development Project, which involves the construction of a new container terminal at Cubi Point and the rehabilitation of selected wharves, was 22% accomplished as of June. 

The Diosdado Macapagall International Airport in Clark is being upgraded to accommodate more airlines and flight frequencies resulting from the government's air liberalization policy. The United Parcel Service (UPS) and Asiana Airlines have increased their flight frequencies, while three new airlines, China Rich Airways, Air Asia Berhad and Tiger Airways, have begun operating in Clark.


OTHER MAJOR ACHIEVEMENTS
On top of the 10-Point Agenda, the Arroyo Administration also recorded substantial accomplishments through other major programs, some of which were started during the President's first term:

· AGRICULTURAL MODERNIZATION. In four years, the government utilized P97.12 billion in irrigation, post-harvest facilities, infrastructure, credit and other components of the Agriculture and Fisheries Modernization Act (AFMA). Funding support for AFMA will be sustained until 2015 by virtue of RA 9281, which also extended the effectivity of duty-free incentives on agricultural inputs, equipment and machinery.

Growth in agriculture averaged at 4% in the last four years, attaining a high of 4.8% last year in spite of the disastrous effects of four typhoons in the last quarter. 

Production of basic agricultural commodities such as rice, corn, livestock, sugar and fisheries increased. The coconut sector recorded an impressive export performance in 2004 valued at US$830.20 million, 9.62% higher than in 2003. The government continued to push for the resolution of the coconut levy issue in favor of the coconut farmers to further develop the coconut industry. 

· INFRASTRUCTURE SUPPORT. The government constructed/ improved/rehabilitated a total of 13,216.56 kilometers of national roads and 183,905.59 lineal meters of national bridges; and completed 5,383 flood control projects nationwide.

· BILATERAL AND MULTILATERAL COOPERATION. The National Government entered into agreements on trade and trade-related policies to secure continued economic growth for the country. The Philippines reiterated its support for an open, transparent, predictable and competitive multilateral trading system by forging economic ties with China, the European Commission, ASEAN and the rest of the world.

· ENERGY INDEPENDENCE AND SAVINGS. The Administration formulated the Philippine Energy Plan 2005 Update to provide for a steady increase in the country's energy self-sufficiency from 56.6% in 2005 to the desired level of 60% by 2010. Energy supply as of 2004 was 268.3 million barrels of fuel oil equivalent (MMBFOE), up 4.7% from 2003.

To promote and develop indigenous oil and gas, the Philippine Petroleum Exploration Investment Promotion was launched which attracted exploration investments from the private sector. Since 2004, eight new service contracts have been awarded for the exploration of potential petroleum sources in the country. The government also aggressively developed renewable energy such as biomass, hydro, solar, wind and ocean resources. To make the country, particularly its public transportation, less vulnerable to the volatility of world oil prices, the government launched the Natural Gas Vehicle Program, where initially 200 buses will commercially run on compressed natural gas. 

The government launched the National Energy Efficiency and Conservation Program in August 2004 which has resulted in energy savings of 8.1 MMBFOE, equivalent to US$295 million or P16.2 billion.

The implementation of the Electric Power Industry Reform Act has resulted in discounts for large energy consumers and savings from Independent Power Producer contracts. The Wholesale Electricity Spot Market (WESM), which will give consumers the power to choose the cheapest and most reliable electricity suppliers, was tested in April and will be operational in Luzon in December 2005. 

Electric cooperatives were restructured to improve their performance and were granted provisional authority by the Energy Regulatory Commission to reduce existing rates. Their loans were condoned, translating to an average reduction of P0.3676/kWh in electricity rates. 

The Administration implemented lifeline rates which provided subsidy to about 1.7 million or 40% of Meralco's marginalized end-users.

· SOCIAL JUSTICE AND BASIC NEEDS. The Administration intensified its efforts to alleviate poverty through the Kapit Bisig Laban sa Kahirapan (KALAHI) Program, focused on five strategic thrusts: acceleration of asset reform; provision of development/social services livelihood and employment; social protection and security from violence; and participation of the poor in decision-making. 

Since 2001, about 840,000 hectares of public and private land have been distributed to 640,967 beneficiaries and more than 100,000 hectares have been placed under leasehold operation benefiting 48,960 farmers. A total of 29 Certificate of Ancestral Domain Titles covering 604,143 hectares with 150,099 beneficiaries and 48 Certificate of Ancestral Land Titles covering 1,105 hectares with 138 family-beneficiaries were also distributed to indigenous peoples. 

The government gave security of land tenure to 340,020 informal settlers through Presidential Proclamations declaring public lands as alienable and disposable for housing purposes and the Community Mortgage Program. On the other hand, 216,241 households belonging to the bottom 30% of the income population were provided housing and slum upgrading services. About 372,000 low-salaried workers benefited from different home lending programs of government agencies.

A total of 2.56 million urban and rural poor families or 12.81 million poor Filipinos were enrolled under the National Health Insurance Program as of 31 May 2005. Access of the poor to low-priced essential medicines was expanded through 76 DOH-retained hospitals, 130 participating LGUs, 4,062 Botika ng Barangay and 288 private sector-run Botika ng Bayan outlets nationwide. 

The government attained the lowest strike incidence in 26 years in 2004, with only 25 strike cases declared, 13 cases lower than in 2003. From January to May 2005, only eight strike cases were declared, down by three cases from the same period last year. Strike prevention rate was recorded at 96.6%. 

Providing immediate economic relief amidst rising prices of basic goods, increases in wages in all regions ranged from P5 to P25 per day. 

· NATIONAL SECURITY, PEACE AND ORDER. The government intensified its relentless campaign against organized crime, terrorism, kidnap-for-ransom (KFR) syndicates, and illegal drugs. 

Fifteen KFR groups were deactivated, with the arrest of the most wanted kidnap mastermind, 20 other top KFR bosses and 628 kidnappers.

The intensified anti-illegal drug operations led to the arrest of 152,248 financiers, pushers and users; filing in court of 104,768 drug cases; seizure of P50.46 billion worth of illegal drugs; and dismantling of 40 shabu laboratories and warehouses. 

A 33% reduction in crime incidents and a monthly average of 89% street crime solution efficiency rate was achieved from April 2003 to March 2005.

The government stepped up efforts to eliminate illegal gambling by passing into law RA No. 9287 (An Act Increasing the Penalties for Illegal Numbers Games). This resulted in the arrest of 102,866 bettors, collectors and cabos, and 449 financiers; the filing of criminal cases against known gambling lords; and the confiscation of about P38 million cash and gambling paraphernalia.

The government broke the back of the Abu Sayyaf Group, cutting its strength by 61% from a high of 1,300 at the start of 2001 to 508 as of June 2005. A total of 113 major ASG personalities were neutralized, including Galib Andang (Kumander Robot) and Aldam Tilao (Abu Sabaya). 

· FIGHTING CORRUPTION THROUGH GOOD GOVERNANCE. The Administration's efforts against graft and corruption focused on punitive and preventive measures as well as the promotion of zero tolerance for corruption. 

Of the 288 lifestyle checks conducted on government officials with the rank of director and above, 25 cases were endorsed to the Office of the President for proper action and 108 to the Ombudsman. Among those meted punishments include two officials from DPWH, four from the BOC and six from the BIR. 

Partnership with vigilant non-government entities was enhanced to tightly watch procurement processes and the delivery of supplies and materials to the field level. The Government Procurement Reform Act addressed loopholes in the government procurement system and generated P233 million savings from bid notices.

The bureaucracy was rationalized for more effective and efficient delivery of services. A total of 13 agencies were transferred to departments where their functions are more aligned, seven agencies were abolished, and two were merged to address duplication of functions. A more comprehensive rationalization program in government is underway. 

Local-national government partnership for development was strengthened and LGUs were empowered with the increase in their internal revenue allotment from P112 billion in 2001 to P152 billion in 2005. 


CHALLENGES AHEAD 

The President stands firm on her commitment to carry out her 10-Point Agenda of governance. This will not be an easy task, given the need to heal a deeply divided nation before sustainable development is achieved. 

The first phase of the President's economic reform agenda is complete and the second phase has begun. The government needs to continue aggressive economic and fiscal reforms by cracking down on tax evaders and smugglers, increasing initiatives against graft and corruption, pursuing effective energy conservation and keeping prices under control.

More importantly, the Administration shall invest in vital social needs to alleviate the plight of the people through job creation, better education, improved healthcare, greater access to electricity and water, and reliable transportation and infrastructure.

The government shall continue to address bottlenecks in program and project implementation to ensure the unhampered delivery of services. The nation also needs to continue to be vigilant against the threat of global terrorism.

Notwithstanding the difficulties brought on by the present political noise, the President remains resolute in her mission to engage all segments of society to work together to advance the vision for the Philippines - a modern country founded on social justice and enjoying economic prosperity.
