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ABSTRACT

This article explores the main rationale behind including and prioritizing
inequality reduction among the Philippines’ reform priorities. Inequality can
weaken social cohesion, exacerbate political instability and lead to unstable
economic growth and development in the long run. In addition, the Philippines
remains prone to natural disasters and presently struggles with pandemic
management. Inequality has weakened the country’s pandemic resilience
while the protracted pandemic risk and economic slowdown also threatens to
exacerbate inequality even further. In this paper, inequality is discussed on both
economic and political lenses. In economics, inequality is often framed as an
inevitable by-product of capital accumulation and economic growth, seen in
terms of income and human development, weak social safety nets, and missing
ladders for upward mobility. In the political lens, inequality becomes manifest
when only the wealthy gets to dominate elected public office, and when their
wealth while in office expands dramatically, then there are clear imbalances in
political power. Checks and balances are critically important in order to avoid
possible conflicts of interest and prevent positions of power from being abused.
This paper also proffers a framework for inequality reduction that is based
on three areas: (1) promoting more inclusive societies, by building inclusive
education, healthcare and social protection systems as national public goods,
that promote social cohesion and resilience to crises and disasters; (2) tackling
reforms and regulations towards a more inclusive and competitive market
economy, promoting greater competition; and (3) promoting political and
institutional reforms to help de-concentrate political power in the hands of a
few families, and instead to empower citizens and promote a more inclusive
democracy. In order to break free from the inequality trap, reformists must
focus on building strong social safety nets, and enhancing competition in the
market economy and political system. The challenge of our generation is no
longer simply about reducing poverty but also reducing inequality.

REDUCING INEQUALITY
IN THE PHILIPPINES:
RATIONALE AND REFORM OPTIONS
RONALD U. MENDOZA, PH.D.

P

overty reduction has dominated development policy and planning in the
Philippines for much of its history as a developing nation. Far less attention
has been devoted to addressing and reducing inequality in its various forms.
While poverty reduction is important, addressing inequality could also be critical
for various reasons linked to the joint resilience of the country’s economic and
political systems. This article emphasizes the main rationale behind including
and prioritizing inequality reduction among the Philippines’ reform priorities.
As the country struggles to recover from pandemic, inequality has invariably
weakened its pandemic resilience while the protracted pandemic risk and
economic slowdown also threatens to exacerbate inequality even further. Crises
can turn into “inequality machines” that also create knock-on effects in the
political system by weakening social cohesion and creating deeper divides that
increase the chances for political instability.
In what follows, Section 1 describes the economics of Philippine inequality,
and it summarizes the main channels through which economic inequality
manifests itself in the country. Section 2 provides a framework to understand
how the different forms of inequality may be linked to each other, and this in
turn guides a possible theory of change on how to break free from the inequality
trap. A final section outlines the key inequality-reducing reforms that could be
pursued by the administration that takes over in June 2022.
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Economic Lens on Inequality
In economics, inequality is often framed as an inevitable by-product of capital
accumulation and economic growth. Kuznets (1955) theoretically outlined how
developing countries would first experience higher income inequality while
experiencing economic take-off. Higher levels of economic development later
on would see inequality diminish (Figure 1).1
Figure 1 . Kuznet’s Hypothesis of Inequality and Development
Income
Inequality

• Industrialization
• Capital Accumulation
• Urbanization

• Human Capital Accumulation
• Better Paid Services Sector

GDP
per Capita
Source: Author’s elaboration based on Kuznets (1955)

Since the Kuznets curve has been treated as received wisdom, policymakers
often consider the dichotomous options of equality or efficiency (growth
or redistribution).2 Most countries that desire higher economic growth are
expected to tolerate inequality at least in the early phase of growth.
More recent research offers a different view. Berg and Ostry (2011) empirically
examined 140 countries from the 1950’s to the 2000’s, and they found evidence
that income inequality shortens the growth episodes of developing countries
by triggering social unrest and barring the poor from capital accumulation. In
addition, various scholars have argued that there could be “good inequality” as
well as “bad inequality”—that there are different types of activities that lead to
inequality, yet have different implications on economic development (Rodrik
2014; Weide and Milanovic 2014).3 For instance, innovation and technological
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advancement could contribute to inequality, yet both activities are necessary
for economic growth. Rent-seeking activities, on the other hand, could lead
to economic concentration, and in turn stifle competition and eventually
undermine inclusive growth.
Despite the mixed evidence, many economic development plans remain
primarily focused on economic growth and poverty reduction, with far less
emphasis on inequality. Perhaps this is less surprising when one considers
the deeper structural reforms necessary for addressing inequality (as the next
section argues).
Figure 2 . Pre-COVID-19 Official Poverty on the Decline
Poverty Incidence Among Population
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Figure 3 . Self-Rated Poverty
(Pre-COVID-9)
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Inequality in Income and Human Development
The Philippines has not been able to reduce poverty as aggressively as other
Asian tiger economies, and both poverty and inequality have been stubbornly
persistent over time. The official poverty figure prior to COVID-19 was around
17% of the population (Figure 2). Already, early studies of the impact of
COVID-19 predict that the pandemic could push at least 1.5 million Filipinos
into poverty.4
Social Weather Stations’ data on self-rated poverty illustrates how this
declined from well over 70% during the tail-end of the Marcos administration
to about 50% at the time prior to the pandemic (Figure 3). Most likely the
pandemic lockdown and economic slowdown has caused this to spike again.
With regards to self-reported hunger, this increased under lockdown,
reaching 30.7% at the national level (as of September 2020). Around 7.6 million
Filipino households faced hunger in the last three months prior to the survey
(Figure 4).5 Visayas (41%) and Mindanao (38%) faced even more hunger than the
National Capital Region, despite COVID-19 cases being initially concentrated
in urbanized Luzon.
The Philippines was in the bottom half of most unequal countries in the
1980s; and this further deteriorated so that by 2018, the country ranked in the
Figure 4 . Self-rated Hunger
(July 1998 to September 2020)
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top third of countries worldwide in terms of inequality.6 Unlike some of its
ASEAN neighbors that reduced both inequality and poverty in the past five
decades, in the Philippines, inequality remained high, while poverty reduction
has been painstakingly slow. The result is a highly skewed income pyramid, and
a highly unequal society. Around half of Filipino households can be classified
as poor and low income, living on less than PhP 16,000 a month. Meanwhile,
only around 320,000 Filipino families live on PhP 118,000 per month or more
(Figure 5).
Figure 5 . Looming Social Divide
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Until around the 2000s, economic growth in the Philippines has improved.
While the rising tide also lifted the incomes of some of the poor and lowincome households, the brunt of the increase was skewed in favor of the upper
income households and the already well-developed regions. Taken together,
this provides the gist of the country’s imbalanced growth.
This is clear when examining geo-spatial disparities in Philippine income
growth. Already richer regions grew faster than poorer regions, signaling
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Figure 6 . HDI in Rich Regions in the Philippines
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Figure 7 . HDI in Poor Regions in the Philippines
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a growing development gap with strong geographic features.7 The National
Capital Region and provinces like Benguet and Rizal actually achieved human
development levels roughly comparable with fast-growing East Asian economies
like Brunei and Malaysia. Nevertheless, other parts of the country—notably in
Mindanao—lagged in human development (Figure 6).
Human development indicators in Sarangani and Maguindanao are roughly
at par with conflict-prone Central African Republic. A Filipino child born in
Tawi-Tawi can expect to live up to 54 years of age—a full 19 years shorter than
the national average and 24 years shorter compared to children living in La
Union province (Figure 7).8

Weak Social Safety Nets
What accounts for the divergence in income growth paths across regions and
across socio-economic groups in the Philippines? Surely there are many factors
to consider, but the evidence points to two in particular. The first has to do with
the way crises and disasters have become recurrent features in the Philippines,
considered by experts as among the most disaster-prone countries in the world.
Worse, disasters and crises of different types (e.g., financial, economic, climatic,
etc.) in the Philippines are typically followed by non-inclusive recovery. The poor
are more likely to be adversely impacted by different types of aggregate shocks
and crises—they have weaker resilience due to pre-existing vulnerabilities and
less resources to draw from to protect themselves and their next generation.
Clearly, crises without adequate safety nets for society contributes to greater
inequality over time.
A second reason for the persistent inequality in the country has to do with
the lack of upward mobility in the Philippine economy; and here the analogy
is one of missing ladders so that poor Filipinos can continue their ascent in
both income and human development. As illustrated earlier, poverty reduction
results in less poor Filipinos, but many nevertheless get stuck in low-income
status, in what has become a very skewed income pyramid. There is a very large
lower income population in the Philippines, and it is becoming clear that the
Philippine economy is unable to provide sufficient high-quality employment for
a growing youth labor force that must then seek opportunities abroad, or face
unmet ambitions at home.

8
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Turning first to the unequalizing features of crises, we note here that the
Philippines is ranked 9th in the World Risk Index in 2019, which ranks 180
countries in terms of vulnerability to disaster risk; and in terms of man-made
factors that either build or weaken resilience to shocks. This is only a slight
improvement from ranking 2nd most disaster prone in 2014, and 3rd in 2015,
2016, 2017 and 2018.9
Disasters and crises inherently worsen inequality, particularly when social
safety nets are weak and underdeveloped. What results often is that relatively
richer sectors and communities have greater means for resilience, while already
vulnerable communities and sectors tend to suffer the full brunt of these
aggregate shocks. Geographically, there is also evidence that better governed
and managed jurisdictions are also more resilient to crises.
Weak and non-inclusive recovery periods were in many cases characterized
by children and young people dropping out of school, never to return;
undernourished infants and children whose cognitive abilities would be
permanently constrained throughout the rest of their lives; and countries whose
taxpayers would be saddled with debt, having socialized the bail-out of excesses
generated by the financial sector, or the corrupt, or both.10
There are troubling signs that history is repeating itself under the present
pandemic and economic slowdown. Under lockdown, there is a deep divide
between the technology “haves” and “have-nots”, creating a demarcation in
resilience and crisis coping across students, workers, firms and communities.
Just to illustrate, several million students may be unable to enroll during
the lockdown, due to factors such as lack of connectivity. As Damien Barr, a
columnist for the Guardian, amply noted: “We are not all in the same boat. We
are all in the same storm. Some are on super yachts. Some have just the one
oar.”11
Crisis responses that strengthen systems, such as those that provide adequate
social protection, education and health services, also preserve the economy’s
main ingredients for inclusive and robust growth for the longer haul. Whether
it is called “human capital” or “human development”, protecting the population
from the worst impact of any crisis also inevitably strengthens the resilience
of both society and the economy from future shocks. The absence of social
safety nets feeds into non-inclusive recovery, which then exacerbates the “bad
inequality” that weakens long run growth.
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Missing Ladders For Upward Social Mobility
In addition to social safety nets for those that may fall lower in the income
and human development levels during a crisis, one could also examine whether
an economy has the right structures that enable citizens to continue to ascend
the income and human development ladder. The structure of the Philippine
economy affects the inclusivity of any growth it manages to achieve. The
apparent concentration of wealth that is associated with weaker competition
in the market economy, and high risk of rent-seeking both conspire to produce
an economic environment that is less likely to be spurred by productivity
enhancing innovations and job creation. Instead, wasteful rent-seeking and
political connection building dominates the landscape and undermines the
nation’s chances for stronger job creation. This is often referred to as oligarchy
and it is the second pernicious aspect of Philippine inequality.
The philosopher Plato defined oligarchy as a system whereby the majority
are poor and disempowered, while a small ruling class consolidates power and
subverts laws to press their own interests over the common good. More recent
conceptions of oligarchs refer to a wealthy class – usually but not exclusively
in business – that exercise control over key parts of the economy and could
exert strong influence over the government itself. Russia’s Magnificent 7 who
controlled much of Russia’s banking system in the post-Soviet Union transition
period, and China’s princelings who are comprised of children of the original
high-ranking Communist officials during the country’s cultural revolution are
among the possible examples. The relationship of business and political oligarchs
to these countries’ development is complex—while they mobilize capital for
investments and also generate jobs, they also tend to constrain competitiveness
by thriving on protection and rent-seeking.
How much do business oligarchs dominate their respective economies?
Without condemning all wealthy people to the term, let us at least take a look
at a few indicators of potential concentration of economic wealth and power.
Jeffrey Winters developed a “material power index.” This is the ratio of the
average wealth of the top 40 richest individuals to the country’s GDP per capita.
Using this indicator, China, Indonesia and the Philippines stand out in this
small sample of countries shown here (Figure 8).
The extreme wealth of such a small group is not necessarily detrimental to
development goals. The key issues here lie in the behavior of these businesses as

10
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Figure 8 . Material Power Index
(2011-2015)
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regards competition; the structures that generated this wealth and the resulting
disparity; and how this disparity affects the citizenry. Here, context really matters.
International studies on business oligarchs show a very complex picture of
their relationship with national development. Scholars such as Daron Acemoglu
note how democratic systems will likely eventually outperform oligarchies
despite the latter’s initially aggressive growth.12 The reason is that in the long
run, oligarchies create institutions that inhibit innovation and competition.
It is therefore more useful to identify and analyze “oligarchic behavior” rather
than any particular business oligarch. Stifling competition is the key oligarchic
behavior to stamp out. However, a firm being large, per se, is not necessarily
detrimental to inclusive development, as evidenced by the developmental role
of big business among the Asian tiger economies.13
In the Philippines, oligarchic behaviors include: securing government
contracts through personal connections, illegal activities like insider trading,
and capturing regulatory institutions in order to extract “sweetheart deals”. This
has been referred to as “booty capitalism” and “crony capitalism.”14
In early literature on the Philippines, it was clear that political leaders gave
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advantages to business cronies in ways that also helped to consolidate political
power.15 The presence and impact of business oligarchy is also focused on
economic structure and anti-competitive behavior. To help illustrate this,
Figure 9 shows the top 10 wealthiest individuals in the Philippines, and the
key economic sectors where they have invested in. (Their names are not shown
here, only their wealth ranking from 1st to 10th). The economic sectors are
categorized into two broad groups, drawing on the extensive literature on rentrich (marked as red), vs more competitive sectors (marked as blue). Banking,
construction and real estate are among the rent-rich sectors. Automotive
manufacturing, education and electronics are among the competition-rich
sectors.
A visual map of the top billionaires in the Philippines, now compared to
those in Malaysia, Indonesia and Thailand suggests that many of these nations’
Figure 9 . Top 10 Billionaires in the Philippines
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billionaires still have a stake in rent-rich sectors. Thailand stands out perhaps
with less “red” and more “blue” in terms of its billionaires’ economic footprint.
A snapshot of how the billionaires in the Philippines compare to
industrialized countries like the USA and South Korea shows a very different
Figure 10 . Billionaires in the Philippines compared to
Malaysia, Indonesia and Thailand
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picture. The advanced countries in the map have wealthy individuals that are
now largely focused on sectors with more competition, and driven by innovation
(Figure 11). Some of the wealthiest in the Philippines are engaged in banking
and real estate and property development. Very few of the wealthiest in the
Figure 10 . Billionaires in the Philippines compared to
the United States of America and South Korea
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US and South Korea have stake in these sectors. In the US, 8 of their top 10
wealthiest are invested in technology and software, while in South Korea, 5 of
their top 10 wealthiest have investments in this sector.
This is prima facie evidence of how the source of wealth could differentiate
the kind of wealth creation and subsequent inequality in a country. One
is based on innovation and productivity, while the other type of wealth
creation is often heavily-influenced by political connections, rent-seeking and
protectionism. This is probably a useful way of describing “good inequality”
vs. “bad inequality”. Good inequality thrives in competition and relies on
innovation to push productivity and a growing economic pie. Bad inequality
does not necessarily push growth and innovation, and instead rent-seeking may
dominate, eventually limiting growth prospects while concentrating wealth in
favor of the economically and politically well-connected and powerful.
Perhaps one of the best cures for oligarchy is the resurgence of genuine
competition in the market economy. A key institutional innovation that could
encourage this is the creation of a strong and independent competition authority
that effectively levels the playing field by preventing abuses of market power and
other anti-competitive behaviors. Incentivizing big businesses to seek export
markets is another means to foster competitiveness. Opening up the economic
environment also leads to greater competitive pressure for big businesses. This
could force them in the direction of innovation rather than rent-seeking.

Political Lens on Inequality
Political dynasties are extensively analyzed in the political science and sociology
literature, notably by Hollnsteiner (1963), McCoy (1994), Rivera (1994),
Balisacan and Fuwa (2004), Querubin (2016) and Teehankee (2001).
Recent empirical research by Asian Institute of Management (AIM) and
Ateneo researchers on dynasties in the Philippines found very sobering evidence
of what political inequality in the Philippine countryside looks like. Our dataintensive 2012 study of political dynasties in the House of Representatives
suggests that about 80% of dynastic legislators increased in their net worth from
2003 to 2007. This increase was so remarkable that half of the sample’s asset
growth beat the returns from investing in the Philippine Stock Exchange.16
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Updated figures reinforce this picture of privilege and power. Based on
their self-declared statement of assets, liabilities and net worth, some dynastic
legislators in both the lower and upper houses of Congress have experienced
phenomenal growth in their wealth while in office. A certain dynastic Senator
had a reported wealth increase of over PhP 500 million in 3 years, while another
saw her wealth grow by PhP 1.9 billion in a span of just 6 years. Would it surprise
us that these Senators were husband and wife (Figure 12)?
Figure 12 . Selected Senators’ SALN
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Figure 13 . Selected Congressmen’s SALN
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The Statements of Assets, Liabilities and Net Worth (SALNs) of selected
dynastic Congressmen revealed an even more impressive buildup of wealth. In
just one term (3 years), their wealth grew by almost 200% to over 300%. If these
Congressmen were listed in the Philippine stock exchange, then they would put
most blue-chip stocks to shame (Figure 13)!
When only the wealthy dominate elected public office, and when their wealth
while in office expands dramatically, then there are clear imbalances in political
power. Checks and balances are critically important in order to avoid possible
conflicts of interest and prevent positions of power from being abused.
Our studies tracking political dynasties also show that they win in elections
by much larger margins of victory, probably owing to distinct advantages due
to incumbency and in some cases the sheer number of family members already
serving in office. In the words of one non-dynastic Mayor who described this
to me some time ago: “Sa eleksyon, hindi lang isa ang kalaban ko, lima sila.” (In
an election, I am not just up against one, they are five.) In our research we have
begun to track “thin dynasties” (sunod-sunod) and “fat dynasties” (sabay-sabay
tumatakbo at nanunungkulan) (Figure 14).
Figure 14 . Comparison Between Thin Dynasty and Fat Dynasty
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FAT DYNASTY

SUNOD-SUNOD

SABAY-SABAY
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2007 ELECTED OFFICIAL

Juan

Juan
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Source: Author’s elaboration
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Figure 15 . Fat Dynasties in the Philippines
(2004 to 2019)
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Source: Ateneo Policy Center Dynasties Dataset

Figure 16 . Snapshot of Inequality

Ecleo Castle and fishing village in Dinagat Islands,
one of the poorest provinces in the Philippines

Source: Author’s image taken while on vacation in
Dinagat Islands in May 2014
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If we define “fat dynasties” as those political clans with at least two elected
members in office, then fat dynasties already dominate most of the local
government. 80% of Governors, 67% of Congressmen, 53% of Mayors and 40%
of Vice Mayors are from fat dynasties (Figure 15).
A concerning development, which could link political dynasties to income
inequality, is that Philippine political dynasties are more prevalent in regions
with relatively higher levels of poverty (Figure 16). Do poor people vote for
dynasties? Or do dynasties fail to reduce (or even worsen) poverty? Recent
empirical evidence both in the Philippines and abroad suggest that the balance
of causality flows from dynastic leadership to higher poverty, yet context here
matters significantly. The dynasties to poverty link is likely significant in places
where few checks and balances are left to temper the concentration of political
power. Our ongoing study suggests the negative impact of dynasties is strongest
in Visayas and Mindanao.
We hypothesize that some form of competition, either in elections or through
democratic checks-and-balances by stakeholders (for instance business, media,
academe, civil society organizations) could probably temper this negative
relationship. Hence, similar to the market economy which requires healthy
competition to prevent “bad inequality”, the political system also requires a
healthy degree of competition in order to prevent imbalanced political power
and the bad governance and underdevelopment that this is associated with.
Focusing a political lens on inequality allows us to appreciate how the main
forms of inequality in the Philippines—social, economic and political—may
actually constitute an “inequality trap” given these various imbalances appear
to be mutually reinforcing in their overall development impact. First, elections
are characterized by strong political dynasties and weak political parties,
leading to weaknesses in informed voting. Elected leaders, in turn, are not held
accountable to clear reform agendas, and instead are likely to be captured by
different economic interests who funded their campaigns. (For some leaders,
they themselves possess economic interests and businesses within the political
clan, representing an even stronger form of “state capture”.) This governance
environment is likely to be abused by rent-seeking and personality politics.
That in turn weakens the drive for stronger public service provision, due to
leakages and weak governance in implementation of policy reforms. Finally,
many citizens remain mired in patronage politics, making them susceptible to
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Figure 18 . Cycle of Inequality
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and
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and
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Source: Author’s elaboration

manipulation and cooption during elections. Put simply, political concentration
of power leads to, or at least tolerates, economic concentration, which in turn
produces an economic environment that is characterized by inequality in
economic opportunities.

Framework for Inequality Reduction
The foregoing discussions on weak social safety nets, missing ladders for
upward social mobility, and persistence of political dynasties described some
of the key features and drivers of Philippine inequality. The implications go
well beyond economic policy and touch on the resilience of democracy itself.
Recent research shows how income inequality threatens the democratization of
a country. Scholars argue that “democracies are less stable in societies that are
more unequal to begin with, in societies in which household income inequality
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increases…and in societies in which labor receives a lower share of value added
in manufacturing.”17
Meanwhile, others have pointed out how economic inequality leads to
political instability and democratic regress.18 There is empirical evidence for
countries with high levels of inequality to oscillate between democratic and
autocratic regimes.19
Furthermore, redistribution appears to be more prominent in economic
policy discussions these days for many reasons, including the populist
wave pushing back against globalization. Rodrik (2018) observes how “the
redistributive effects of liberalization get larger and tend to swamp the net gains
as the trade barriers in question become smaller.” Pushing globalization faster
than our institutions could be set up, to protect and give sufficient agency to the
marginalized, could generate backlash.
Political institutions are particularly important to give agency to those on
the marginalized end of the inequality divide. If they become voiceless and
powerless, the ramifications could include populism. Piketty (2018) discussed
how populists have effectively mobilized marginalized communities in political
campaigns. In their inability or unwillingness to resolve inequality, major
political parties end up losing their credibility as an advocate for these sectors.
Yet populist leaders often prioritize unsustainable redistribution without any
effort to address what caused inequality in the first place. In the end, this further
derails the country away from sustainable economic development (Mendoza,
2018).
Drawing on the discussion, there at least three main areas for possible reform
engagement. (See Figure 19)
The first area seeks to promote more inclusive societies by building inclusive
education, healthcare and social protection systems as national public goods
that promote social cohesion and resilience to crises and disasters. These
investments inevitably redound to economic competitiveness and sustained
economic growth and development in the longer run as well. Reforms in this
area prevent citizens from falling through society’s cracks by creating a strong
social safety net that enables greater resilience.
The second area tackles the reforms and regulations towards a more inclusive
and competitive market economy, promoting greater competition, where rentseeking is minimized while innovation, productivity and job-creation become
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Figure 19 . Inclusion vs. Inequality
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Source: Author’s elaboration
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the main goals for big business. Here the reforms focus on building ladders
for stronger upward social mobility for citizens, so they are not stuck in lowincome status and vulnerability and citizens’ aspirations are better matched by
economic opportunities provided to them at home.
A third area focuses on promoting political and institutional reforms to
help de-concentrate political power in the hands of a few families, and instead
to empower citizens and promote a more inclusive democracy. Inclusive
democracies have stronger checks and balances and can be expected to promote
political stability in the long run. Reforms here are expected to create positive
feedback onto other reform areas that also seek to mitigate inequality and
strengthen social cohesion, fairness, and democratic empowerment of citizens.
Similar to the inequality trap scenario, the reform scenario described here is
also mutually reinforcing—a spiral of citizens’ empowerment along the social,
economic and political spheres that tends to support sustained and inclusive
economic growth and development.
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Reform Recommendations Moving Forward
Analysts note how every administration in the Philippines comes in with a
reform agenda that is not necessarily grounded in a theory of change. In fact,
the reform effort has been dominated by economic reforms (and notably the
legislative aspects) and reform approaches seem to follow a “fill in the gaps”
approach (Mendoza and Olfindo, 2018; Yusingco et al 2021).
In the theory of change that guided the governance and institutions chapter
of the country’s long-term vision document, Ambisyon2040,20 political and
electoral reforms were introduced as “second round reforms” that address
deep-seated structural weaknesses. The priority in the “first round” focused
on reforms that boost job creation and help to enhance human capital. This
approach implicitly assumes that predominantly economic reforms that boost
economic growth and create the conditions for poverty reduction and an
emerging middle class would also create the constituency for more aggressive
reforms to tackle structural weaknesses in the market economy and political
institutions. In fact, a comprehensive analysis of legislative reforms in the post1986 period showed that economic reforms did indeed trump political reforms
as a longstanding priority by reformists (Yusingco et al 2021).
With new international evidence and the glaring levels of inequality in the
Philippines reviewed here, and the risks brought about by severe division and
threat to democratic institutions due to populist politics, it is self-evident that
deep political reforms must be prioritized sooner in order to help preserve and
sustain economic and democratic reform gains in the past over three decades.
As elaborated in this paper, inequality in its different forms, most notably in the
political sphere, could derail economic growth and development by creating
the conditions for impunity and severe political instability. The implication and
main adjustment proposed here is to prioritize important political reforms and
to pass them at the soonest possible time.
Based on several recent reform assessments (e.g., Atienza and Cats-Baril
2020 and Mendoza and Olfindo 2018), Table 1 lists some of the key reform
priorities and their status. The legislative reforms are grouped according to
those passed, notably under the Duterte administration, those not yet passed,
and the first time the reform was filed in Congress. The latter provides a
possible indicator of how some reforms are longstanding and yet continue to be
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Table 1 . Legislative Reforms Deemed Critical and their Status as of 2021
REFORMS

AREA OF THE
CONSTITUTION
SUPPORTED

STATUS

TRAIN1 Law

Economic
development,
taxation

Bangsamoro
Basic Law

Peace building,
equity and
development

Rice
Tariffication
Law

Price stability, food
security

Universal
Health Care
Law

Poverty reduction,
social justice and
social protection,
right to healthcare
Poverty reduction,
social justice and
social protection

Passed as Republic
Act 11223 and
signed into law on
20 February 2019
Passed as Republic
Act 11310 and
signed into law on
17 April 2019

Coco Levy
Trust Act

Development of
local industries,
social justice

CREATE

Economic
development,
taxation

Political
Party Reform
Law

Real competition
among parties,
representation of
national interest
Equitable access to
economic
opportunities, food
security
Efficient delivery of
public goods,
limited bureaucracy
in providing public
service
Accountability,
minimizing
corruption, right to
information public
concerns

Passed as Republic
Act 115421 and
signed into law on
26 February 2021
Passed as Republic
Act 11534 and
signed into law on
26 March 2021
Filed by the 17th
Congress but not
yet passed

4Ps Law

National
Land Use
Law
Rightsizing
the National
Government
Freedom of
Information
Law

Passed as R.A.
10963 and signed
into law on 14
December 2017
Passed as Republic
Act 11054 and
signed into law on
26 July 2018
Passed as Republic
Act 11203 and
signed into law on
14 February 2019

FIRST FILED IN CONGRESS
First of four reforms for the
amendment of the National Internal
Revenue Code of 1997
First filed during the 16th Congress
(2015)
Tariffication of rice was negotiated
for a 10-year extension with the
World Trade Organization in 1996
(ended in 2017 after another
extension of 5 years)
First filed during the 15th Congress
(2011)
First time filed during the 17th
Congress but the 4Ps has been
initiated by Arroyo in 2007 then
expanded on a national scale by
Aquino in 2010
First filed during the 15th Congress
(2011)
Second of four reforms that amend
NIRC of 1997 (section 20)
First filed during the 12th Congress
(2002)

Filed by the 17th
Congress but not
yet passed

First filed during the 9th Congress
(1992)

Filed by the 17th
Congress but did
not pass

First filed during the 13th Congress
(2004)

Filed by the 18th
Congress but not
yet passed

First filed during the 14th Congress
(2010)

Source: Yusingco et al (2021:9-10)
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delayed. This raises the issue noted by some analysts that the 1987 Constitution
is not the main problem, rather the malfunction lies in the continued failure to
implement ancillary reforms that were meant to complement and underpin it.21
Key political and governance reforms that have been longstanding and should
therefore be prioritized include political party reform, freedom of information
and dynasty regulation. To this short list, and in light of new technologies in
social media that have become available powerful tools in the political sphere,
campaign finance reforms should be included.
In the final analysis, inequality is of interest not merely because of a desire
for a more equal distribution of wealth. Inequality itself can derail economic
growth, breed populism and weaken social cohesion. For these reasons,
the challenge of our generation is no longer simply about reducing poverty.
Reducing inequality is the key to political stability, crisis resilience and sustained
economic development.
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