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Mr. Chairman, Honorable Secretary Margarito Teves, 
Honorable Members of the Cabinet and Congress, and Officials from the National and Local Government

Honorable Ambassadors and Representatives from the International Development Community
Distinguished Representatives from Civil Society, Business, and Other Representatives from the Private Sector 

Ladies and Gentlemen:

Introduction and Welcome
I warmly welcome all the participants to the 2007 Philippines Development Forum. I particularly welcome and greet the female participants on this International Women’s Day, March 8. It is a true honor to co-chair this meeting. On behalf of the International Development Partners here today, I wish to thank the Government for hosting and organizing again this year the Philippines Development Forum.  We note the high-level attendance by Government, including plans by the President and the Vice President of the Philippines to join this meeting and appreciate all of your personal commitment to these meetings.  I would like to also acknowledge the Government’s consistent efforts to expand participation at this PDF beyond the traditional Government-Development Partner circle, and to extend a special welcome to the participants from Congress, the private sector, civil society, local governments, academia, and other stakeholder groups which in the last years have enriched our discussions very significantly.
Progress to Date
We are coming together at a very exciting time for the Philippines. The Philippines today is in a very different situation than it was in two or three years ago. Two or three years ago the question was how to fend off the threat of a fiscal and economic crisis that would have had devastating impact on Filipino people. Today, the question is how to spread the benefits of fiscal reforms and of growth to the majority of Filipino people. As a result of fiscal reforms, those fiscal indicators that were worsening until two years ago have now improved. Debt that was increasing is now decreasing. Inflation has declined, and growth has been reasonably stable and reasonably high for several years now. The Philippines has begun to build a track record of credibility that is much valued by the markets and in turn, has been rewarded by lower market costs. The financial markets and the exchange rate have done well, feeding into a virtuous circle of reduced financing costs, increased credibility, and space for increased public investments. 

Those of us who have participated in the last two PDFs, appreciate the role that the PDF process, under the Government’s leadership, plays in supporting the policy dialogue on the country’s overall development agenda.  You would recall that at the 2005 PDF in Davao, the main emphasis of the discussions was on how to take advantage of the narrow window of opportunity and undertake front-loaded fiscal adjustment. A year after, at the 2006 PDF in Tagaytay, we congratulated the Government for indeed seizing that window of opportunity and moving forward on implementation of difficult but key fiscal reforms, particularly the EVAT, which has led to a significant turn-around in the country’s fiscal situation.  

At the 2006 PDF, there was convergence on the need to sustain the fiscal gains and deepen the reforms. The one common message from both Government and partners then was the need for more, and more equitable, tax collection for expanded and better public services to set in motion another virtuous circle of improved public finances, better public services and growth, more employment and jobs, leading to more rapid social progress and poverty reduction. Again, the Government has shown resolve and seriousness in its commitments to move towards this direction, and this has led to some tangible results, in particular through increased tax collection. 
Development Partners’ Response
International development partners indicated at previous PDF meetings that they were keen to scale up their investments in the Philippines if improvements in the fiscal conditions allowed them to do so. I am happy to report that many of us are indeed delivering on that commitment under the improved fiscal situation.

As an example, let me mention that the policy discussions at the PDF directly laid the foundation for a Development Policy Program for the Philippines, that has been financed by both the World Bank and the Asian Development Bank, with Australia and Japan participating in the discussions. This program allows the government to access larger amounts of official development finance and thus lower its financing costs. This Development Policy Program was founded directly on the policy discussion agenda and commitments reached at the last two PDFs. 
Remaining and New Challenges

This year, we are meeting in the context of a more positive macroeconomic and fiscal environment. However, the full picture is more complex, and of course there are challenges that lie ahead. Further improvements in tax collection are necessary to sustain the momentum of fiscal reforms. Despite some of the fiscal improvements and reasonable growth rates, the investment rate remains very low at under 15 percent. This is extraordinarily low and raises the question of sustainability of growth. Related, there are questions why growth has not created more employment and more income, and therefore, more rapid poverty reduction. With increased resources to spend, the quality of public spending and effective measures to reduce corruption also gain importance.
The recent economic improvements in the Philippines and the favorable international economic environment, notwithstanding most recent market nervousness, provide a very unique window of opportunity to address these challenges. In particular, good access to international resources should multiply the benefit of any actions to improve the investment climate and therefore increase investments and generate employment. Some of the tougher policy issues are also more feasibly addressed at a time of reasonable growth.  

The recent successes and the remaining challenges provide the backdrop for the theme of this year’s PDF:  Achieving broad-based growth through sustained reforms in higher investments.  In other words, this PDF is about actions to translate the financial improvements into real investments, jobs, incomes and poverty reduction.

Expectation for this PDF

Our hope and expectation for this PDF is indeed that we focus on this agenda on how to sustain the recent economic gains and translate them into real investments and poverty reduction. Following this theme, we hope to focus on the following topics, which could be addressed at the respective break-out session:  
· How to sustain and deepen fiscal reforms and improve the efficiency and governance of public spending? 

· How to increase the country’s competitiveness?

· How to nurture growth at the regional and local levels?

· How to share the benefits of growth through investment in people and social policies?
While we will discuss a broad agenda, I sincerely hope that we will be able to provide focus and priority to the discussion. While several of the PDF working groups are active throughout the year and discuss the details of policies in their respective areas, our task at this event is to help prioritize and emphasize a few high-impact, doable actions. To be more specific, I would challenge us to single out a few policy actions that will help over the next two years raise the investment rate significantly above 15 percent. What are the necessary actions to reach this level?
We expect to discuss a limited set of policy issues that have been processed in each break-out session. In fact, if we focus our energies on concrete and specific actions that are critical for better development outcomes, I think it is indeed likely that we will be able to recognize a year from now that the plans discussed at this PDF have once again turned into action and reality.

We are once again coming together here as friends of the Philippines, representing organizations and people that care about better development outcomes, rapid growth and poverty discussions in the Philippines. We are not here to preach to each other. We are here to help support good policies and investments. We are here to help government to get things done.
The people in this room together have the power to achieve much of what we will be discussing over the next 2 days and thus help bring about rapid development and poverty reduction. Thus let us find solutions among ourselves. We, with the international development community, are very privileged to be part of this conversation.

Conclusion


In closing, I encourage all of us to make the best possible use of this precious opportunity for substantive debate and for agreement on actions to be pursued. As in previous PDF, let us be as frank and constructive in our dialogue, and let us all work together to make this event as productive as possible. 

Mr. Chairman, we very much look forward to this PDF as a very special opportunity for us to focus on the country’s policy agenda and on how we can jointly support and facilitate implementation of key priority actions. We are all bound together by a single common agenda:  to help the country on its path to broad-based growth and poverty reduction through sustained reforms and higher investments.

It is a true privilege to spend these two days together with the leaders of the Philippines. Let us use this opportunity well for the benefit of the country and its people!


Mabuhay and thank you very much!
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