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USAID/Philippines History -- Significant Events and Impact

Since 1946, the United States has provided the Republic of the Philippines with more than US$5 billion in economic assistance, including about a billion in food aid. This assistance has helped to develop the country’s infrastructure, provide training and technical assistance, increase agricultural productivity and economic growth, promote sustainable environmental management, improve health and nutrition, foster democracy and decentralization, resolve conflict, and promote peace. 
The U.S. assistance program has gone through several distinct stages. Immediately following World War II, the program provided compensation to Filipinos for war damage to their homes and property. A sizeable amount was also made available for reconstruction and rehabilitation of roads and bridges, and public buildings such as the University of the Philippines.

Following the signing of the Quirino-Foster aid agreement in 1952, U.S. assistance concentrated on rebuilding national institutions, with emphasis on agriculture, public health, and education. Much was done in training administrative and technical personnel to carry out the requirements of the Government's growing development effort.

The 1960s witnessed a reassessment of economic aid and a growing understanding of the complex, long-term nature of the development process in contrast to earlier postwar recovery needs. Passage of the Foreign Assistance Act of 1961 resulted in a gradual shift away from industrial development toward agricultural production, community development, and a variety of social programs in the Philippines. 

Toward the latter half of the decade and into the 1970's, USAID gave attention to expansion of physical facilities in the rural countryside -- irrigation, electrification, water system constructions. A principal objective was to improve these facilities in ways which maximize local participation.

In the later half of 1970's and most of 1980's, rural development continued to be the main thrust of U.S. economic assistance in the Philippines. In addition to the continued investments in rural infrastructure, USAID looked for ways to create on-and off-farm income generating activities. Various projects also focused directly on the provision of social services such as family planning, nutrition assistance, education and training, and disaster relief. These activities allowed the Agency to play the role of innovator, testing various systems for delivering technologies appropriate to rural.

In 1988, to show support for the newly established democracy in the Philippines and for the new Aquino government, the Multilateral Assistance Initiative (MAI), a "Mini Marshall Plan" was established with a number of donors. The MAI  aimed to promote sustained economic growth led by the private sector and improved living conditions of the Philippine populace, and supported the establishment of a policy environment and conditions which strengthened the private sector as the primary engine of growth. 


With the closure of the U.S. military bases in 1992, USAID's development strategy from 1993-1998 began to place more emphasis on "trade" and less emphasis on "aid", in support of the Mission goal of a new US-Philippines partnership for democracy and development.  In line with the strong growth in the region, efforts were made to assist the country become a model Newly Industrialized Country (NIC).  Programs were also created to address the global problems of climate change, population and health, and HIV/AIDS.


In support of democratic change in the Philippines made possible by the people power movement of President Aquino, the Philippines became an Asian experiment in democracy.  Democratic local governance and strong civil society participation became core aspects of the Mission portfolio. A vibrant civil society became one of Mission's important legacies.  USAID's long-term assistance in local government reform led to a significant devolution of government authority and resources at the local level.  Democracy and civil society efforts focused on broad participation in public policy-making at the local level.  During this period, political and economic liberalization helped raise annual economic growth rates in the Philippines to over 5% and reduce poverty by approximately one percentage point per year.  USAID's assistance in macroeconomic policy reform, financial markets institutional reform, trade and investment liberalization, infrastructure finance, business promotion and development contributed in laying down the foundation of the country's economic fundamentals. In the environment, USAID helped the GOP put in place national policies recognizing community-based forest and coastal resources management.  USAID's work in Mindanao in the 1990s has been an important factor in the great economic progress made in some parts of the island, and helped encouraged the major Muslim rebel group to conclude a peace agreement, critical to Mindanao's development.


Until 1996, prospects for continued buoyant economic growth seemed strong for the Philippines, with similar prospects for "graduation" of USAID assistance.  However, the country was hit hard in 1997-98 by prolonged drought and the continuing Asian financial crisis. Although the Philippines suffered severely, it has not experienced the dramatic decline in real output and exports witnessed in a number of neighboring countries. This was due mainly to the Ramos administration's commitment to economic stabilization and structural reforms and its achievement of political stability within a democratic, decentralized governance system. USAID remained an important partner in creating enabling measures and sound economic fundamentals that minimized the effect of the regional financial crisis upon the Philippines.

In 1999, although the Philippines economy appeared to have recovered from the limited effects of the Asian economic crisis, economic growth was one of the lowest in Asia.  Due to continuing major development challenges, USAID modified its country strategy to revitalize the economy and transform governance to overcome the major weaknesses, which became evident after the financial crisis.    The modified strategy continues the core elements of its support program in three main categories: economic development and governance; population and health; and environment and energy.  Despite the bleak economic picture, USAID achieved important breakthroughs in many areas -- in family planning, the GRP agreed to use its own budget to purchase contraceptives, and  the GRP continued to be supportive of structural and economic reforms. 
Political uncertainty in 2000 increased as the Estrada administration demonstrated inconsistency in policy pronouncements and appeared increasingly corrupt.  The conflict with Muslim rebels in Mindanao flared up, which, together with kidnappings of foreign hostages caught international attention.  The deterioration in political stability accelerated as President Estrada became embroiled in further corruption allegations.  These events battered the local financial markets and the peso, and seriously affected investment inflows, passage of many reforms and counterpart funding for USAID initiatives.  However, excellent progress was made in USAID programs in microfinance, integration of former combatants, trade liberalization, accessibility to family planning and maternal and child health services,  development of private sector capacity to deliver family planning services, and improvement in  coastal resources management.  

Unforeseen events in 2001 took their toll on the Philippines, and highlighted the internal weaknesses that constrain the country’s growth and progress in reducing poverty.  An extra-constitutional change in GRP leadership promised better short term prospects for the country.  However,  the impact of the global economic slowdown on foreign investments, together with the impact of internal political events and conflict, was major.  The USAID program focused more on the fundamental problems of corruption and lack of competition, lack of international competitiveness, conflict, and burgeoning population growth, and emphasized the pivotal role of good governance in addressing these problems.  Recognizing the relationship between poverty and the long-standing conflict in Mindanao, USAID made assistance to Mindanao a priority, particularly in conflict-affected areas, and addressed national issues that have a significant impact on Mindanao. 
In 2002, the Philippines proved to be the most visible and vocal U.S. ally in Southeast Asia in the Global War on Terror, and showed strong commitment to bring economic opportunity to the country’s poor who have been targeted for terrorist recruitment.  The Mission has developed an exceptional cross-portfolio program in Mindanao that can serve as a model for how USAID can effectively engage Muslim populations in other countries.  Unfortunately, conflict is not limited to Mindanao.  This trend is likely to continue if the poverty situation remains unabated, exacerbated by a lack of jobs, one of Asia’s highest population growth rates, continued corruption, rapid loss of the country’s remaining natural resources, and continuing fears about the impacts of globalization and reduced tariff protection on the country’s small farmers.  

