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Recent Philippine budget reforms: separating the chaff 
from the grain, the whimsical from the real

Benjamin E. Diokno

The budget rules enshrined in the Philippine Constitution are 
fiscally sound. When adhered to they make budget deficits 
easier to manage. Many policymakers, however, have chosen to 
ignore these rules. On the long list of budget reforms proposed 
in the past quarter-century, two emerge as real game changers: 
the Fiscal Responsibility Act and the Results-Based Multiyear 
Budget Framework, both of which require legislation. An 
important reform not on the list, however, is the proposal to limit 
the president’s power to defer, rescind, or reserve expenditure of 
appropriations authorized by Congress. This is a major challenge 
in a country where the president is strong while Congress is weak.

JEL classification: H610
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Is the set of current budget rules sound? If not, what should be the focus of 
budget reforms in the future? What is the set of budget reforms being pushed 
by the Aquino III administration? Which of these proposed reforms are old and 
which are new, which are real and which are whimsical? 

1. The theory of budget institutions

The budget process consists of four phases: the formulation of a budget 
proposal within the executive branch of government; the presentation and 
approval of the budget in Congress (the legislature); the budget’s implementation 
by the executive department; and the auditing of the budget as exercised by an 
independent commission on audit or a general auditing office that reports to the 
legislature. Two issues are crucial in this process. The first pertains to the voting 
procedures that lead to the formulation and approval of the budget. The second is 
the degree of transparency of the process itself. 

With respect to the voting procedures leading to the preparation and approval 
of the budget, two types of budget institutions or rules can be distinguished: 
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hierarchical and collegial. Hierarchical institutions are those that assign strong 
prerogatives to the prime minister (or treasury or finance minister), who may 
overrule spending ministers within intragovernmental negotiations in the process 
of preparing the budget. Hierarchical institutions limit the legislature’s capacity 
to amend the government’s budget proposal. Collegial institutions, on the other 
hand, emphasize democratic consultation at every stage of the budget process, 
from preparation to legislation and implementation. Spending ministers may carry 
as much weight as their treasury, finance, or budget counterparts in determining 
their respective budgets. An extreme case is one in which an opposition-controlled 
Congress effectively blocks the budget proposed by the president. It has been 
argued that hierarchical institutions are better in the sense that they are more 
likely to enforce fiscal discipline, avoid unmanageable and persistent deficits, and 
implement fiscal adjustment measures with little delay.

Transparency is the other crucial issue. This should not be confused with simply 
dumping tons of information onto the agency’s Web site. The information provided 
should be useful and understandable to ordinary citizens. The modern budgets 
of developed industrial countries are extremely complex, indeed sometimes 
unnecessarily so, and one might wonder whether the complexity is deliberate, 
a way of creating opportunities for “creative budgeting”. Some governments 
fudge budget data to meet restrictions imposed by statutes or by their respective 
constitutions. Others conceal liabilities by either shifting them to future budgets 
or using funds that are “off budget”. Another common practice is to make overly 
optimistic projections or assumptions regarding macroeconomic variables (e.g., 
projecting higher gross domestic product [gdp] than warranted), so that revenues 
are overestimated and spending needs underestimated. 

There are two ways to deal with the problem of transparency. The first is by 
setting standards to be followed. The second is by constituting independent agencies 
that check on the accuracy of the budget. The Congressional Budget Office (cbo) 
in the United States, which is staffed by professional economists, is an example 
of such an independent agency.1 Each year, the cbo issues three major reports to 
assist the budget committees and Congress in its work on the budget. These include 
the following: first, an annual report on the economic and budget outlook for the 
United States, estimating spending and revenue over the next ten years; second, 
a report analyzing the president’s budget; and third, a report presenting various 
options for the budget. The third report presents options including spending cuts and 
increases, tax cuts and increases, and its implications on broad policy choices. In the 
Philippines, however, no such body with the same stature and competence exists.2 

1 The us Congressional Budget Office was established as part of the Congressional Budget and 
Impoundment Control Act of 1974. 

2 The Philippines’ Congressional Planning and Budget Department (cpbd) was created by Congress in 
1990 under the secretariat of the House of Representatives. The Senate created its own Legislative Budget 
Research and Monitoring Office (lbrmo). 
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Budget rules and institutions do matter. They could spell the difference 
between chaos and order. Without any structure and rules, a legislature would not 
be able to produce a budget to guide the spending program of the government. 

The budget is considered the most political piece of legislation that is 
approved by Congress every year. Since a representative is voted to represent a 
district, the budget must incorporate the conflicting interests of representatives 
with geographically based constituencies. Some legislators represent small, rural 
areas while others represent large, urban communities. These conflicting interests 
address two problems—namely, the determination of the size of the budget, and 
the allocation of projects among different districts.

In theory, the effect of geographically based constituencies on the overall 
size of the budget is a much bigger budget (or higher deficit) than warranted. 
This is because while representatives will generally ask for spending programs 
that benefit their district, they will typically ignore how these programs are to be 
financed. Consequently, the representatives will systematically fail to internalize 
the true cost of financing such projects. 

2. Budget rules in theory and practice

The Philippine Constitution lays down clear rules on the budget process: 
the president proposes the budget, Congress authorizes it, then the president 
implements the budget as authorized by Congress. An independent constitutional 
body, the Commission on Audit ensures fiscal accountability. Existing budget rules 
are, by and large, sound, and it is useful to recall the logic of the established process.

First, the president submits to Congress a Budget of Expenditures and Sources 
of Financing (besf) within 30 days after the State of the Nation Address (on the 
fourth Monday of July every year).3 The budget prepared by the Department 
of Budget and Management (dbm) is the product of close to five months’ 
consultation with department heads, regional councils, and local governments. In 
preparing their respective budget proposals, department secretaries are expected 
to consult with their stakeholders. 

The besf is a comprehensive document. It covers all agencies and funds, 
current and capital expenditures, and all foreign-assisted projects (both the local 
counterpart and loan proceeds). It contains information on macroeconomic 
assumptions, the infrastructure program, sources of financing, public debt, 
financing mix, local government finance, and financial positions of major 
corporations. The document has a three-year time frame (the past, the current, and 
the ensuing fiscal year). 

Second, the House prepares the General Appropriations Bill (gab), based 
on the besf. The implication of this rule is straightforward. The House cannot 

3 In fact, the president submits at least four documents—namely, the besf, the Budget Message, the 
National Expenditure Program (nep), and the Staffing Summary. 
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prepare the gab without the besf. Since the besf is comprehensive, so is the 
budget bill, as is to be expected. A comprehensive budget is superior to one 
that is fragmented—that is, where there are several appropriations bill voted on 
separately, which is the practice in the United States. In theory, comprehensive 
budgets should result in smaller governments and lower deficits since the trade-
offs among budget proposals are directly addressed. This is not necessarily so 
when the different budgets are reviewed and passed separately. 

Third, Congress may decrease but not increase the budget as submitted by 
the president. The Constitution provides that “Congress may not increase the 
appropriations recommended by the President for the operation of the Government 
as specified in the budget”.4

Fourth, the prior year’s budget is automatically reenacted if Congress fails 
to pass the national budget on time. This removes the uncertainty that the 
government may have to shut down in the event that the budget is not approved on 
time. The Constitution provides: “If by the end of any fiscal year, Congress shall 
have failed to pass the general appropriations bill for the ensuing fiscal year, the 
general appropriations law for the preceding fiscal year shall be deemed reenacted 
and shall remain in force and effect until the general appropriations bill is passed 
by Congress.”5

Fifth, the president has line-item veto power. The Constitution provides: 
“The President shall have the power to veto any particular item or items in an 
appropriation, revenue, or tariff bill, but the veto shall not affect the item or items 
to which he does not object.”6 The line-item veto power allows the president to 
veto any item (budget line or provision) that is inserted by legislators, which the 
president finds inconsistent with existing laws (for example, cuts on debt service, 
which, by law, is automatically appropriated) and budget priorities. 

These budget rules, individually and collectively, strengthen the president’s 
ability to control the deficit. In practice, however, current budget rules can be 
improved upon, and the following reforms appear to be needed: 

First, a law that strengthens the one-fund concept. The Constitution already 
implicitly adopts the one-fund concept by providing that no money shall be 
paid out of the treasury except in pursuance of an appropriation made by law. 
To fully implement the principle, however, all revenues, regardless of source 
should be remitted to the national treasury—including not only taxes but also 
nontax revenues, incomes from gambling (e.g., the Philippine Amusement 
and Gaming Corporation [pagcor] and the Philippine Charity Sweepstakes 
Office [pcso]), and royalties (such as the Malampaya Fund). What is needed is 
legislation requiring the proceeds from pagcor, pcso, and Malampaya royalties 

4 Article 6, Section 25(1).
5 Article 6, Section 25(7).
6 Article 6, Section 27(2).
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to be transferred to the treasury, with their use henceforth to be determined by 
Congress. It should be noted, as an aside, that these funds were a martial law 
creation. Under a democratic regime, it is only proper that their use should be 
subject to the annual budget process, going through direct appropriation by 
Congress rather than simply through the approval of unelected officials. 

Second, the Freedom of Information Act; the passage of such an act would 
enhance transparency, responsibility, and accountability in the use of public funds.

Third, the Budget and Impoundment Control Act (bica). Such an act would 
expedite program implementation. It also enhances transparency since citizens 
would then know exactly how their money is being spent. The bica would 
obligate the president to release funds in accordance with the approved general 
appropriations act. The congressional power of the purse will be restored. Today, 
the president holds that power completely, as he may implement the budget 
anyway he wants.7

3. Sequencing of reforms

Major public sector reforms, including budget reforms, do not happen 
overnight. They must be well designed, carefully sequenced, and properly 
implemented. For reforms to be preserved, they must be cast into appropriate 
laws. This is to guarantee the perpetuation of reforms notwithstanding changes in 
administration. Reforms that are not anchored on a new law or an amendment of 
existing laws tend to be weak and would likely not endure. 

While there is no “one-size-fits-all” by way of sequencing reforms, some good 
models may be instructive. One example is the sequence of steps discussed by 
Bahl [2009] in the context of fiscal decentralization reform. These steps may well 
be applied to budget reforms as well: 

Step 1: Hold a national discussion on the issues. This may take the form 
of a debate, possibly in the context of an election or the report of a national 
commission created for the purpose.

Step 2: Do the policy design and develop a White Paper. The national 
discussion should produce a policy paper that lays out goals of the program and 
the strategy for achieving these goals. The paper is akin to a road map; it should 
not be limited to policy but must address some key issues related to country’s 
public management. 

Step 3: Pass the law. Passing a new law that would change the existing 
political hierarchy ideally requires careful design and legislative handling. On the 
other hand, others argue for a “big bang” approach and “getting on with it” while 

7 It should not be difficult for the incumbent president to support the bica. In 2009, then senator 
Benigno Aquino III filed Senate Bill 2995, “The Budget Impoundment Control Act”.
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the opportunity is at hand. An example of the latter is the Indonesian approach, 
wherein a decentralization law was passed even before an appropriate policy 
design was in place.

Step 4: Develop the implementing regulations. It may not be possible to come 
up with a law that takes care of all contingencies. Hence, important issues may be 
clarified in the preparation of implementing regulations. This happens when there 
is pressure to get on with the bill as soon as possible.

Step 5: Implement the program. Having the law does not mean it will 
necessarily be implemented smoothly. For example, because a decentralization 
law was passed in Indonesia even before a policy design was in place, the lack 
of clarity in expenditure assignment and inadequate tax assignment remained as 
significant constraints. Such “birth pains” can sometimes last for many years.8

Step 6: Monitor, evaluate, and retrofit. A major policy reform, no matter how 
carefully designed, may have some kinks in its initial phase of implementation. 
These kinks may be addressed in the design of the implementing rules and 
regulations. In some cases, amendments to the original law may be necessary.

In another context, Campos and Syquia [2006] document the steps needed 
for a successful procurement reform program. The requirements are a well-
researched study of existing procurement process and proposed policy changes, 
strong political support from the president and the congressional leadership, and 
support from civil society organizations. A necessary condition for the successful 
public policy reform is strong political support from the president. 

4. Major budget reforms of the Aquino administration: separating the 
chaff from the grain 

The history of budget reforms in the Philippines is a long one (see Appendix 
A)—some successful, some ongoing, some stalled, some abandoned. It is in light 
of that long history that the following observations seem in order:

4.1. Fiscal Responsibility Act

Of the administration’s ten major budget reform proposals (Table 1), the 
following require legislation: the Fiscal Responsibility Act (fra) and the 
Program Budget Approach. While these are excellent measures that would foster 
fiscal discipline and public accountability, these have not progressed far in the 
legislative mill. 

The Program Budget Approach (pba) was preceded by many measures in the 
past: from Synchronized Planning-Programming-Budgeting (spbb) during the 

8 In the Philippines, the last-minute switching of “basic health care” for “basic education” caused the 
delay in the implementation of the 1991 Local Government Code for a few years. 
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time of Mrs. Aquino to the Medium-Term Expenditure Framework (mtef) during 
the time of Presidents Estrada and Arroyo. The mtef is complemented by the 
Organizational Performance Indicators Framework (opif), which was introduced 
in 2000 and in the next succeeding budget calls (2001 and 2002). 

TABLE 1. Major budget reforms of the Aquino administration:  
a rapid assessment

Particulars Comments

1. Fiscal Responsibility Act 
(FRA)

The FRA has been on the policy agenda since the Estrada years, or at least 
in the last 15 years. This is an excellent measure to foster fiscal discipline and 
careful budget planning. The measure is pending in Congress. 

2. Public–Private Partnership 
(PPP) Initiative 

The target was P180 worth of PPP projects in 2011. In 2012, P22.1 billion 
was set aside to fund PPP infrastructure and capital outlay for the DPWH, 
Department of Agriculture, and the Department of Transportation and 
Communications. To date, the performance of the PPP’s initiative has been 
dismal. See Diokno [2014c]. 

3. Zero-Based Budgeting 
(ZBB)

An old way of preparing the budget, ZBB consists of a review of all existing 
programs to ascertain their continued relevance. This had been introduced 
first, during the first year of the Corazon Aquino administration, and second, 
during the final years of the Arroyo administration. It is an ideal way of 
allocating scarce financial resources. One criticism is that it is difficult to 
implement and is time-consuming.

4. Rationalization of budgetary 
support to government-owned 
and controlled- corporations 
(GOCCs)

The objective is to cut allocation to GOCCs by 40.7 percent–from from P39.3 
billion in 2010 to P23.3 billion in 2011. In reality, budgetary support to GOCCs 
rose to P58.7 billion in 2011, P63.4 billion in 2012, and P77.8 billion in 2013.

5. Raising revenues Tax effort—that is, taxes as percent of GDP—has remained flat: 12.1 percent 
in 2010, 12.4 percent in 2011, 12.9 percent in 2012, and 12.2 percent in the 
first three quarters of 2013. (Source: Department of Finance)

6. Performance Challenge 
Fund

The amount of P754 million was used to augment the resources of 516 local 
government units that will attain a “Seal of Good Housekeeping” in various 
areas of governance. While this makes good political sense, it also causes 
local authorities to be indebted to officials of the Department of the Interior 
and Local Government, which does not make economic sense, as it goes 
against the grain of promoting fiscal autonomy. Local officials are less likely to 
confront “hard budget constraint”. Local governments already get 40 percent 
of all internal taxes. In 2014, the internal revenue allotment (IRA) will be P309 
billion, or 13.6 percent of total national budget. 

7. Administrative Order (AO) 25 
creating an Inter-Agency Task 
Force on the Harmonization 
of the National Government 
Performance Monitoring, 
Information and Reporting 
Systems

AO 25 was signed by Arroyo. In 2012, Aquino III signed Executive Order (EO) 
80 to further strengthen performance monitoring and appraisal systems. 
It directs the adoption of Productivity Enhancement Incentive (PEI) and 
the Performance-Based Bonus (PBB) in the national government. This is a 
marginally useful budget reform.

8. Program Budgeting 
Approach

This involves planning the budget according to strategic objectives of the 
government. It follows from a long line of reforms from synchronizing planning, 
programming, and budgeting to MTEF and OPIF. The approach has no 
legislative cover since the form and content of the budget have remained the 
same. It is an excellent step forward if supported by a new law prescribing the 
revised form and content of the budget. But it requires clear understanding 
by the bureaucracy and the concerned legislative staffs of the concepts of 
inputs, outputs, and outcomes. It also requires willingness on the part of the 
executive department to strictly adhere to the budget authorized by Congress. 
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4.2. Program Budget Approach

The Program Budget Approach was prematurely applied in 2014. A new 
budget law prescribing a new form and format needs to be passed in order to 
sustain the budget reform. The desire for multiyear, performance-based budgeting 
has existed within the executive branch for the last 15 years. But it requires 
the approval of a law prescribing the form and content of the budget in order 
to incorporate the proposed changes. Otherwise, the reform will not be taken 
seriously and might not be sustained after Mr. Aquino’s term. 

The reform was to be reflected in a new budget format for 2014, when Annex A 
(Volumes 1 and 2) supplemented the 2014 National Expenditure Program (nep). 
It was clear that the new budget format was rushed. The agency’s major final 
outputs (mfos) and performance indicators were uneven in quality, adequate for 
some, insufficient for many, and totally absent for others. Congress did not really 
know what to do with the Annex. In the final analysis, Congress focused on the 
nep, and practically abandoned Annex A (Volumes 1 and 2). Since inconsistencies 
between the nep and the Annex A cannot be ruled out, the General Provision of 
the General Appropriations Act (gaa) states:

Section 3. Details of the fy 2014 Budget. The details of the budgetary 
programs and projects authorized herein, attached as Annex A (Volumes 
1 and 2) “Details of the fy 2014 Budget” shall be considered an integral 
part of this Act. Said amounts and details should be consistent with those 
indicated herein. In case of discrepancy, the amounts provided herein shall 
be controlling. (Emphasis supplied)

4.3. Public Private Partnership (ppp)

The Public-Private Partnership (ppp) initiative has failed to take off in any big 
way. The ppp modality is not novel, however. It is old wine in a new bottle and 

Particulars Comments

9. Bottom-Up Budgeting (BUB) The purpose is to consult the public on managing and allocating public funds. 
In 2013, 595 of the poorest municipalities and cities were able to develop 
Local Poverty Reduction Action Plans (LPRAPs) after consultation with 
the civil society organizations (CSOs) and local governments. In 2014, the 
coverage of the BUB will be expanded to 1,233 cities and municipalities. This 
runs counter to the essence of representative democracy in which citizen-
voters elect their representative to make policy decisions for them. This is 
made difficult by the existence of some 40,000 CSOs in the country. Which 
CSO will represent what sector of society? This is less a real budget reform 
than a scheme for political consolidation. 

10. The General Appropriations 
Act (GAA) as basis for 
obligational authority

This reform is not new, having been in place during the truncated term of Mr. 
Estrada in what is called “What-You-See-Is-What-You-Get” budget release 
procedure. The SARO would still be needed to obligate appropriations funded 
out of special funds and lump-sum appropriations in agency budgets.
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was used extensively during the early years of the Ramos presidency, when the  
administration had to address the lack of power supply in the country.

The huge infrastructure gap for the Philippines is widely recognized by 
international financial organizations, policymakers, economists, and the general 
public. Of the asean-6 countries9 the Philippines had the second-poorest quality 
of public infrastructure.10 Out of 144 countries, the Philippines ranked 98th, while 
Vietnam ranked 119th in overall quality of public infrastructure.

The Aquino administration’s performance in implementing ppp projects has 
been disappointingly dismal. After almost four years, only eight ppp projects have 
been awarded. The very first (and smallest) project, the Daang Hari Highway, 
even today is only one-third complete.

4.4. Zero-Base Budgeting

Zero-Base Budgeting (zbb) was adopted, but it was either improperly 
applied or not given a chance to work. Zbb is a healthy departure from a budget 
preparation system that provides new appropriations based on those of the 
preceding year and where the underlying assumptions are rarely questioned. Zbb 
is not new, having been around for quite some time. 

But it has also been criticized as being too difficult to implement and very 
time-consuming, as compared with traditional incremental budgeting, which is 
simpler. For a developing country with a weak and often corrupt government 
bureaucracy, it makes sense to design a simpler budget system. Even developed 
countries have problems implementing zbb. Its vulnerability to political influence 
and pressure has led to zbb being largely abandoned except in the public sector 
[The Economist 2009].
If it worked as it was supposed to, zbb should have led to the convergence of 
actual spending and the planned budget. But nothing of the sort happened in 
2011 (the first year zbb was applied), nor in 2012 and 2013. In fact, there were 
large deviations between planned and actual spending on such items as personal 
services, infrastructure and other capital outlays, subsidy and equity contribution 
to goccs. 

During the three-year period, deviations in personal services spending ranged 
from -6.8 percent to -7.7 percent, -13.7 percent to -34.2 percent in infrastructure 
and other capital outlays, 32.4 percent to 123.4 percent in subsidy, and 616.7 
percent to 914.3 percent in equity contribution to goccs. One might ask: was the 
application of zbb real or contrived?

Recent events may partly explain the large differences between actual 
spending and planned budgets. Stung by criticism that the Aquino administration 

9 That is, Indonesia, Malaysia, Philippines, Singapore, Thailand, and Vietnam.
10 World Economic Forum, 2013 Global Competitiveness Report. 
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was moving at snail’s pace in executing projects and disbursing funds, the 
Department of Budget and Management (dbm) adopted a policy Budget 
Secretary Abad called “spend it or lose it”. The policy allowed dbm to impound 
appropriation if the agency was unable to spend its budget by the third quarter of 
the fiscal year.11

Yet again this raises the issue of the effectiveness of the zbb approach. If the 
national budget was prepared using zbb, then dbm staff should have carefully 
scrutinized every item or activity contained in the 2011 budget. Why rearrange 
the Congress-authorized budget in the second half of the year if the budget was 
well prepared? The “use-it-or-lose-it” policy gives the woefully wrong signal that 
budgeting should not be taken seriously. The reason for spending so much time and 
effort in preparing a budget is undermined when dbm can impound, confiscate, 
and hoard the budget in the middle of the year. And to think that appropriations for 
some maintenance items and capital outlays have a lifetime of two years.

The budget may be seen as a contract between the executive department and 
Congress under which the former delivers some level of government service for 
a given appropriation. When an agency’s budget is impounded in the middle 
of the year because it fails to spend (or obligate) the authorized budget, then 
that agency’s ability to deliver services it committed to Congress is severely 
curtailed. 

Assume that for X appropriation, Department A promises to provide Y level 
of output or service. By impounding, say, half of the budget so that Department 
A’s budget is effectively reduced to X/2, the output is also likely to be reduced 
by half. In the next budget season, how will the head of department explain to 
Congress his failure to deliver on his commitment? 

4.5. Reduce budgetary support to goccs

The Aquino administration failed to deliver on its promise to reduce budgetary 
support to goccs. In fact, however, support has risen and actual disbursements 
have exceeded appropriations.

President Aquino promised that “allocations to goccs in terms of equity and 
subsidy contribution and net lending, will decrease by 40.7 percent, from P39.3 
billion in 2010 to 23.3 billion in 2011, in view of the need to rethink government 
support of questionable gocc programs, particularly those implemented by such 
agencies as the nfa, Light Rail Transit Authority (lrta), Metro Rail Transit 
Corporation (mrtc), and other goccs whose programs/projects are still under 
evaluation”.12

11 See Diokno [2014a, 2014b, 2014d].
12 2011 Budget Message of President Aquino, Official Gazette, Republic of the Philippines, 24 August 

2010. 
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But the reality is that, instead of decreasing, the president’s proposed 
expenditures for goccs have risen and keep on rising. Worse, actual expenditures 
have consistently exceeded what the president proposed and what Congress 
authorized for disbursement. 

In 2011, Aquino proposed a P20.5 billion subsidy to government corporations; 
actual disbursements came to P45.8 billion, or a 123.9 percent deviation from 
the original planned spending. The planned subsidy to government corporations 
rose to P31.8 billion in 2012 and to P45.0 billion in 2013. But actual expenditures 
exceeded planned spending by P10.3 billion, or by 32.4 percent in 2012, and by 
P21.3 billion or 47.3 percent in 2013. 

The deviation in equity contribution was even more staggering. During his first 
three years in office, Aquino proposed modest equity contribution to government 
corporations: P1.8 billion in 2011, P2.1 billion in 2012, and P1.3 billion in 2013. 
But actual spending was way out of line: P12.9 billion (163.2 percent deviation) 
in 2011, P21.3 billion (914.3 percent deviation) in 2012, and P11.5 billion (784.6 
percent deviation). These huge deviations negate the announced presidential 
public policy commitment to reduce budgetary support to GOCCs. They are also 
suggestive of flawed budget planning. 

TABLE 3. Budgetary support to government corporations, 2011–2013  
(in billions and in percent)

Source: Department of Budget and Management, National Government Disbursement Performance, various 
years.

*Net lending refers to advances by the national government for the servicing of government-guaranteed debt 
during the year, net of repayments on such advances. It includes loans outlays or proceeds from program loans 
relent to government corporations. 

4.6. Raise tax effort

Aquino promised but failed to raise enough revenues to finance the budget. 
Tax effort (tax revenues as a percentage of GDP) has remained flat: 12.1 percent 
in 2010, 12.4 percent in 2011, 12.9 percent in 2012, and 12.2 percent in the first 
three quarters of 2013. 

The highest tax effort of 17 percent was registered in 1997. The tax system was 
doing well before the 1996/97 tax reform program. After the reform, however, tax 

Particulars
2011 2012 2013

Program Actual Deviation Percent Program Actual Deviation Percent Program Actual Deviation Percent

Subsidy 20.5 45.8 25.3 123.9 31.8 42.1 10.3 32.4 45.0 66.3 21.3 47.3

Equity 1.8 12.9 11.1 616.7 2.1 21.3 19.2 914.3 1.3 11.5 10.2 784.6

Total 22.3 58.7 36.4 163.2 33.9 63.4 29.5 97.0 46.3 77.8 31.5 68.0

Net lending* 23.1 18.1 -4.9 -21.3 23 27.4 4.4 19.1 14.5 16.6 2.1 14.5
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effort headed south.13 The failure to boost tax efforts to around 16 percent limits 
the government’s ambitious spending program. 

4.7. The Performance Challenge Fund

The Performance Challenge Fund is not a budget reform. It is more a political 
tool to increase the administration party’s influence among local officials. 
The amount of P754 million was used to augment the resources of 516 local 
government units that will attain a “Seal of Good Housekeeping” in various areas 
of governance. The rating system is flawed in that it is self-rating rather than 
one carried out by an independent, unbiased think tank or academic institution. 
It makes good political sense, however, since local authorities who received 
financial grant over and above their share from the Internal Revenue Allotment 
would be indebted to the Department of the Interior and Local Government 
(dilg) officials. 

The fund goes against the spirit of promoting fiscal autonomy, an objective of 
the 1991 Local Government Code. Local officials should learn to live within their 
means and confront a “hard budget constraint”. Local government units already 
get 40 percent of all internal taxes. In 2014, the internal revenue allotment (ira) 
will be P309 billion, or 13.6 percent of total national budget. 

4.8. Strengthening performance monitoring and appraisal system 

Executive Order 80, which seeks to strengthen performance monitoring and 
appraisal systems, is only a marginally useful tool for improving performance 
rather than improving budget allocation. It rewards performance through the 
grant of performance-based bonuses. It was preceded by Administrative Order 25, 
which aims to rationalize, harmonize, streamline, simplify, integrate, and unify 
efforts to monitor performance of government agencies. It created an interagency 
task force (iatf) that would develop a common performance scorecard and 
government executive information system. It mandates all government agencies 
to create a Performance Management Team (pmt).

4.9. Bottom-Up Budgeting (bub) approach

The Bottom-Up Budgeting (bub) approach is an extension of previous 
initiatives to involve the regional development councils in the budget process; 
it appears to be more of a political tool to get the support of favored civil 
organizations. In previous administrations there had been initiatives to institute 
a comprehensive and decentralized project monitoring and evaluation systems 

13 To understand this seeming contradiction, see Diokno [2005]. 
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through the Regional Project Monitoring and Evaluation Systems (rpmes). The 
focal point of rpmes is the regional development councils (rdcs), agencies 
that are expressly recognized in the Constitution. The Ramos administration 
introduced the Regional Budget Allocation Scheme (rbas), giving rdcs a direct 
role in determining actual programs and projects to be implemented in their 
respective regions, provided these were consistent with overall development and 
investment plans. These plans were those not prioritized by local governments 
or national agencies. The rbas orders the Development Budget Coordination 
Committee (dbcc)14 to set aside a Regional Allocable Fund (raf) for the 15 
regions’ proposed priorities or plans. The rbas has not been sustained since 
members of Congress came to view the raf as an election fund.15

In contrast, the focal point of bub is an amorphous body of some 40,000 civil 
society organizations. Joint Memorandum Circular 1, Series of 201216 requires 
the endorsement of csos from the community for any funding. The purpose of 
the bub initiative is to provide policy guidelines, processes, responsibilities, 
and timelines to guide the participating agencies and selected focus lgus in 
the bottom-up planning and budgeting approach to be applied in the preparation 
of the 2013 budget. The intended beneficiaries are at least 300 of the 609 
selected focus cities and municipalities identified and approved by the Human 
Development and Poverty Reduction Cluster (headed by the social welfare and 
development secretary). In 2013, the authorized budget was P8.397 billion. In 
2014, the coverage of the bub program was expanded to cover 1,233 cities and 
municipalities with an appropriation of P20.031 billion (see Table 4). 

TABLE 4. Bottom-Up Budgeting (bub) programs/projects by departments

Particulars 2013 2014 2013 2014
Amount (in million) Percent Share (%)

DA 4279.1 8326.7 51.0 41.6
Various programs and projects 4279.1 8326.7

DAR 103.4 509.5 1.2 2.5
Support services for agrarian reform 

beneficiaries
103.4 509.5

DENR 302.9 401.7 3.6 2.0
National greening program 302.9 344
Various Environmental Management Bureau 

programs
0 57.7

14 The dbcc is a cabinet-level interagency committee responsible for budget planning and preparation. 
It is chaired by the budget and management secretary and co-chaired by the finance secretary. 

15 “Regional Budget Determination and Allocation: A Policy Revisit,” http://dirp4.pids.gov.ph/ris/dps/
pidsdps9929.pdf.

16 Dbm-dilg-dswd-napc Joint Memorandum Circular 1, Series of 2012, 8 March 2012. 
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Particulars 2013 2014 2013 2014
Amount (in million) Percent Share (%)

DepEd 437.6 1449.3 5.2 7.2
Provision and maintenance of basic education 

facilities
437.6 1082 

Computerization program 0 14 
Health and nutrition services 0 80 
Textbooks/instructional materials 0 15 
Creation of teaching positions 0 2 
Various programs and projects 0 256.3

DILG 1132.5 2249.8 13.5 11.2
Potable water supply projects 1132.5 2249.8

DOE 27.9 70.9 0.3 0.4
Household electrification in off-grid areas using 

renewable energy systems
27.9 70.9

DOH 829.1 1355.2 9.9 6.8
Health facilities enhancement program 829.1 869 
Family health and responsible parenthood 0 108 
Infectious disease prevention and control 0 80 
Environmental and occupational health 0 102 
Other programs/projects 0 196.2

DOLE 108.9 504.4 1.3 2.5
Trainings (livelihood) 108.9 327 
Reintegration services 0 1 
Rural emergency employment services 0 7 
Other programs/projects 0 169.4

DOT 1.4 175.4 0.0 0.9
Tourism standards development, regulation and 

accreditation
1.4 175.4

DSWD 947.1 2638.5 11.3 13.2
Protective services 947.1 1252 
Sustainable livelihood program 0 894 
Disaster risk reduction related projects 0 3 
Implementation of various programs/projects 0 489.5

DTI 10.4 532.6 0.1 2.7
Promotion and development of small and 

medium industries
10.4 532.6

DPWH 30.5 0 0.4 0.0
Various projects 30.5 0 

TESDA 0 394.3 0.0 2.0
Various projects at TESDA regional/provincial 

offices
0 394.3

ARMM 0 1346.8 0.0 6.7
Various projects 0 1346.8

PHIC 49.7 0 0.6 0.0
Health insurance premiums 49.7 0 
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Particulars 2013 2014 2013 2014
Amount (in million) Percent Share (%)

NEA 136.6 75.6 1.6 0.4
Sitio electrification program 136.6 75.6

TOTAL 8397.1 20030.7 100.0 100.0

Notes
1. In 2013, 595 of the poorest municipalities out of 609 target LGUs were able to develop their LPRAPs. 

2. In 2014, the coverage of the bub is expanded to 1,233 cities and municipalities.   
 

In practice, the bub is a tedious and time-consuming process. The biggest 
program beneficiaries have been the Department of Agriculture (41.6 percent), the 
Department of Social Welfare and Development (dswd) (13.2 percent), the dilg 
(11.2 percent), and the Autonomous Region in Muslim Mindanao (6.7 percent)—
all headed by favored allies of the administration. The bub program violates the 
essence of representative democracy, where citizens elect their representatives to 
make policy decisions for them. This is made difficult by the existence of some 
40,000 csos in the country. (Which cso represents what sector of society?) 
Effectively, the scheme gives national government officials the power to choose 
who among the many csos can participate in the bub program. One may say this 
not as real budget reform but a scheme for political consolidation. 

4.10. GAA as basis for obligational authority

Finally, the reform seeking to use the General Appropriations Act as the basis 
for obligational authority, though not novel, is a move in the right direction. This 
was already adopted during the truncated term of Estrada in what was called the 
“What-You-See-Is-What-You-Get” budget release procedure. What the public 
pronouncement did not make clear is that special allotment release orders (saros) 
are still required to obligate appropriations funded out of special funds and of 
lump-sum appropriations in agency budgets.

5. Concluding remarks

Any real reform needs to be well thought-out and cannot be whimsical or 
arbitrary. This means reform has to be the product of broad consultation with 
affected stakeholders—citizens, bureaucrats, heads of departments, and members 
of the legislature if the reform requires legislation. 

Since Congress exercises the “power of the purse”, its concurrence is needed 
in any major change in the budget process. The key message is that one cannot 
ignore the politics of change. A reform that seeks to realign the power structure 
must be done within the legal and constitutional framework. Otherwise, the 
reform will be short-lived and unsustainable. 
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For any major public sector reform to succeed—and this includes budget 
reform—a “champion” at the highest level of government is required. The 
reform needs the strong support of the president and of the leadership of both 
houses of Congress. The Local Government Code of 1991 is an example. What 
was arguably the most sweeping law to change the country’s intergovernmental 
structure and fiscal rules was championed by then president Corazon Aquino and 
had the support of both the Speaker of the House and the Senate president.17 In 
like manner, the successful approval of the Public Procurement Reform Act can 
be attributed to the strong political support at the time by then presidents Joseph 
Estrada and Gloria Macapagal Arroyo, and Congress.18 Meanwhile, one may 
argue that the failure to pass the Freedom of Information (foi) Act—an essential 
piece of legislation that would promote transparency and fiscal accountability in 
government—is largely due to the lack of political support from the president. 
Despite his 2010 campaign promise to push for the foi’s approval, Aquino’s 
attitude toward the bill has been lukewarm at best, and hostile, at worst. It comes 
as no surprise therefore that the foi bill has languished in Congress for almost 
four years.19 

Of the list of budget reforms pushed by the Aquino administration, however, 
the two with the highest potential payoffs are the Fiscal Responsibility Act 
and the Performance-Based Budgeting System, which includes the Medium-
Term Expenditure Framework and the Organizational Performance Indicators 
Framework. Both of these require new legislation. In addition, the new medium-
term results-based budget approach requires better and more relevant output and 
outcome indicators for all agencies.

 A crucial budget reform missing from the list, however, is the proposal to 
limit the power of the president to impound appropriations—namely, “An Act 
Regulating the Power of the President to Defer, Rescind, or Reserve Expenditure 
of Appropriations Authorized by Congress”.20 This is relevant in light of alleged 
abuses of the power to augment on the part of the executive branch. Impoundment 
refers to the executive’s refusal to release funds authorized by Congress, for 
whatever reason. Such power is open to abuse, as alleged by complainants 
in the Disbursement Acceleration Program (dap) case.21 It is ironic that both 
President Aquino III and dilg Secretary Mar Roxas, when they were senators, 
had supported a version of the budget impoundment control act. Then senator 

17 For a description of the political economy of fiscal decentralization in the Philippines, see Diokno 
[2009]. 

18 See Campos and Syquia [2006] and Appendix C of Corduneanu-Huci, Hamilton, and Ferrer [2012].
19 As of this writing, the Senate had approved its version of the Freedom of Information bill, but the 

House version has yet to be taken up at the House committee level. The House Speaker has promised to have 
the foi bill approved before the end of the current Congress in 2016. 

20 Management System International and Coffey International Development [2009]. 
21 Nine groups of lawyers, legislators, academics, and other concerned groups have filed a case with 

the Supreme Court raising the constitutionality of the acts of the Executive Department related to the dap. 
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Aquino filed Senate Bill 2995 or the “Budget Impoundment Control Act”, while 
then senator Roxas filed Senate Bill 2995 or the “Budget Impoundment Control 
Act” and Senate Bill 2996 or the “Budget Reform Act of 2009.” Now that both 
are in a position to push for this vital budget reform, however, they have decided 
to keep quiet. 

The political reality is that for most politicians, where they stand on key issues 
mostly depends on where they sit. 

UP School of Economics

(The very able research assistance by Aaron Zibeon Sanchez and Madeiline Alora is 
gratefully acknowledged.)
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Appendix A 

Corazon Aquino (1986–1992)

1. Agency Mandate Review (amr) 
Objective: For agencies to create and implement only projects and programs that are in line with 

their objectives/thrusts/ mandate.
Accomplishments: Enhanced departmental coordination. Clearer delineation of agency 

responsibilities.

2. Regional Project Monitoring and Evaluation Systems (rpmes)
Objective: To institutionalize comprehensive and decentralized project monitoring and evaluation 

systems that could promptly respond to problems of projects or programs at the lowest level.
Issuances: Executive Order 376, establishing the rpmes, setting forth its objectives, defining its 

scope and coverage, requiring the formulation of a manual of operations and for other similar purposes.
The Cabinet Action Committee on Implementation Assistance (cacia) introduced rpmes in 

consultations with the regional development councils (rdcs).

3. Synchronized Planning-Programming-Budgeting System (sppbs)
Objective: To enhance planning-programming-budgeting linkage. Specific objectives: (1) formulate 

an operational and realistic Medium-Term Philippine Development Plan (mtpdp), (2) coordinate plans 
and programs with annual budget preparation, (3) establish a framework to synchronize the budget 
process at all levels, and (4) decentralize budget planning and budgeting power and authority. 

Issuance: Memorandum Order 295, series of 1990, directing the adoption and implementation of the 
sppbs.

Assessment: The sppbs was only partially operational both vertically and horizontally due to gaps 
between and among development plans and investment and expenditure programs and the complexity of 
the system. 

Reference: http//www.lawphil.net/executive/execord/eo1991/eo_463_1999.html

Fidel V. Ramos (1992–1998)

1. Regional Project Monitoring and Evaluation Systems (rpmes)
Amended eo 376 by signing eo. 83 on 1 June 1993.
It further delineated the roles and procedures of the project monitoring committees (pmcs) at various 

levels, and to expand them to include the participation of ngos, and to establish a national project 
monitoring committee that will oversee the system. 
Issuances: Administrative Orders 309 and 291 clarify that rpmes shall be used as well in tracking 
foreign funds programmed and utilized for social reform agenda (sra) programs and projects under 
official development assistance (oda). 

2. Simplified Fund Release System (sfrs) (1995 onward)/New System of Releasing 
Public Funds

Objective: To expedite and standardize the release of funds across agencies in line with the policy 
thrust of the government. 

The sfrs is a system that standardized the release of funds across agencies that are similarly situated 
in line with specific policy initiatives of the government. 

Dbm, in consultation with the agencies, prepares the agency budget matrix (abm). The abm serves 
as the basis for the timing, composition, and magnitude of the release of the budget. Based on the 
updated resources and economic development thrusts consistent with the cash budget program, the 
allotment release program (arp) is prepared. The arp prescribes the guidelines in the prioritization of 
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fund releases. It serves as the basis for the issuances of either a general allotment release order (garo) 
or a special allotment release order (saro) to authorize agencies to incur obligations. The dbm releases 
the notice of cash allocation (nca) on a  monthly or quarterly basis. 

Reference: Dbm, “The Budgeting Process.’ http://www.dbm.gov.ph/wp-content/uploads/2012/2013/
PGB-82.pdf

3. Regional Budget Allocation Scheme (rbas)
Objective: To give rdcs a direct role in determining actual programs and projects to be implemented 

in the region, provided these are consistent with overall development and investment plans. These plans 
were those not prioritized by local governments or national agencies. The rbas order the Development 
Budget Coordination Committee (dbcc) to set aside a regional allocable fund (raf) for the 15 regions’ 
proposed priorities/plans. 

Assessment: Congress resisted the scheme since members of Congress viewed the raf as an election 
fund. 

Reference: “Regional Budget Determination and Allocation: A Policy Revisit”, http://dirp4.pids.gov.
ph/ris/dps/pidsdps9929.pdf.

Joseph E. Estrada (1998–2000)

1. Simplified Fund Release System (sfrs) (1995 onward)/New System of Releasing 
Public Funds

Objective: To improve cash management, reduce uncertainty in cash flow, and enhance transparency 
and accountability.

A simplified budget release procedure was instituted based on the General Appropriations Act (gaa), 
called what-you-see-is-what -you get (wyswyg). Instead of issuing the garo, the gaa becomes the 
basis for the release of the regular budgets of agencies. 

The internal revenue allotment (ira) was released in full with no need for request for budgetary 
releases. The regular monthly releases were done  through the depository banks. The notice of cash 
allocation (nca) was released on a quarterly, rather than monthly, basis. Direct payment to contractors 
and suppliers through government banks. 

The procedures for payments of accounts payable (aps) and terminal leave/retirement gratuity were 
revised to speed up payment of accounts payable and to assure prompt payment of retirement gratuities 
to government retirees. Faster payment of aps reduces the cost of government projects since private 
contractors do not have to include the cost of money due to long delays.

2. Government Procurement Reform
Objective: To restart procurement reform, which had begun during the final years of the Corazon 

Aquino administration. The program seeks to “increase competition, reduce delays, and limit the 
discretion of the bids and awards committees” in the government procurement system. 

Description: A major study on the need for procurement reform and how to move forward was 
completed. 

An electronic procurement system was launched. This reduced procurement costs because of better 
locating capacities for local and global suppliers. The new system included the following features: a 
public tender board, an electronic bulletin board for posting of bid opportunities and decisions; suppliers 
registry, a list of accredited suppliers; and an electronic catalog, which features common-use goods, 
supplies, and materials that agencies purchase.

Major accomplishments: (a) supported thousand agencies, published tender notices, and distributed 
them to more than 30,000 vendors, according to the Asian Development Bank; (b) establishment of the 
Electronic Bid Board System, which became the basis for improvements in succeeding computer-based 
system in the Philioppines. 
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3. Public Expenditure Management Improvement Project (pemip)/ Philippine Public 
Sector Management Reform Program

Objective: To enhance aggregate fiscal discipline, improve resource allocation, and promote 
operating efficiency at the agency level. The major components of the pemip are the Medium-Term 
Expenditure Framework, the Agency Performance Measurement System and Agency Managerial 
Flexibility, and Performance Incentives. A component of pemip is the Organizational Performance 
Indicators Framework (opip). 

The move to link budget to planning started in 1999.

4. Organizational Performance Indicators Framework (opif) or Results-Based 
Budgeting

Opif was part of the pemip that started in 1998. It seeks to improve accountability for results at the 
following levels:

National government: opif aligns the agency Major Final Outputs (mfos) with sector outcomes 
and societal goals identified in the mtpdp and Millennium Development Goals (mdgs), so that the 
President and Congress may report results to the public.

Department/Agency: The agency head reports to the President and Congress on the outputs delivered 
for the inputs provided.

Unit: Opif requires managers to identify spending programs that support specific mfos.
Individual: Opif helps public sector employees understand how their activities/tasks they perform 

and the outputs they are accountable for contribute directly to the attainment of unit outputs, department 
mfos, sector outcomes, and societal goals. 

Comment: this is an initiative internal to the Executive Department. This exercise has no formal 
legislative approval.

5. Performance Informed Budget (pib)
See items Public Expenditure Management Improvement Project (pemip)/ Philippine Public Sector 

Management Reform Program and Organizational Performance Indicators Framework (opif) or 
Results-Based Budgeting.

Gloria M. Arroyo (2001–2010)

1. Regional Project Monitoring and Evaluation Systems (rpmes)
Arroyo further rationalized rpmes by signing eo 564 in 2006. In addition, she issued eo 789 to 

enhance project performance monitoring and evaluation systems. 
Reference: http://www.gov.ph/downloads/2009/03mar/20090330-EO-0789-GMA.pdf.

2. Government Procurement Reform
Republic Act 9184 otherwise known as the Government Procurement Reform Act of 2003 was 

approved on January 10, 2003. The objectives of the reform is to provide for the modernization, 
standardization and regulation of procurement activities. The reform works on the following 
principles:(1) transparency in the procurement process and in the implementation of procurement 
contracts; (2) competitiveness by extending equal opportunity to enable private contracting parties who 
are eligible and qualified to participate in public bidding; (3) streamlined procurement process that will 
uniformly apply to all government procurement; (4) system of accountability in the procurement process 
and the implementation of government contracts; and (5) public monitoring of the procurement process 
and the implementation of awarded contracts. 

It requires the setting up of a comprehensive E-procurement system, known as Philgeps. It 
established the Government Procurement Policy Board (gppb). 

References: World Bank.”Philippines: Public Expenditure and Financial Accountability.” May 2010. 
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3. Public Expenditure Management Improvement Project (pemip)/ Philippine Public 
Sector Management Reform Program

The first Sectoral Effectiveness and Efficiency Review (seer) was conducted in 2001. The first 
Agency Performance Review (apr) was conducted in 2003. Capability-building workshops and training 
were conducted from 2009 to 2003  for oversight agencies (18) and individual agencies (20). The first 
oda Portfolio Review was conducted in 2003

Challenges: (1) refining multiyear resource constrained planning, (2) completing inventory 
of contingent liabilities, (3) enhancing the predictability of revenues, (4) cascading performance 
management system down to personnel appraisal, (5) shifting to a performance-based compensation 
system, and (6) advocating pem reforms in Congress. 

Reference: Emilia T. Boncodin, “Introducing Results-Based Approaches into Public Sector 
Management Processes: The Philippine Experience,” paper presented to the 2nd International 
Roundtable on Managing for Development Results, Marrakech, Morocco, 5 February 2004. 

4. Organizational Performance Indicators Framework (opif) or Results-Based 
Budgeting

Since 2007, agencies have been presenting their activities, outputs, outcomes, and performance 
indicators in a logical framework, which is published annually in the opif book of outputs. Major final 
outputs and indicators are reflected in agency budget proposals, execution, and accountability reports to 
dbm.

Major criticisms: The quality of performance or results information is uneven and is found to be 
generally poor. The analyses are limited due to insufficient specification of indicators and targets by 
agencies. Mfo indicators are a mix of outcome, output, activity, and process indicators, which indicate 
confusion about the focus of accountability of agencies. Many programs, activities, and projects continue 
to exist but are not aligned with mfos, and thus do not contribute to the attainment of sector outcomes 
and societal goals. Management systems for analyzing and integrating performance information remain 
largely inadequate in many departments, including oversight agencies. 

These limitations suggest the need to improve the capacity of agencies to move to the next level 
(performance management) and to strengthen the capacity of oversight agencies to use results 
information.

5. Results-Based Performance Management System (rbpms) Across All Departments/
Harmonization of Monitoring, Information, and Reporting Systems

Objective: Administrative Order 25 aims to rationalize, harmonize, streamline, simplify, integrate, 
and unify efforts to monitor performance of government agencies. It created an interagency task force 
(iatf) that will develop a common set performance scorecard and government executive information 
system. All government agencies should create a performance management team (pmt).

6. Performance Informed Budget (pib)
See items Public Expenditure Management Improvement Project (pemip)/ Philippine Public Sector 

Management Reform Program and Organizational Performance Indicators Framework (opif) or 
Results-Based Budgeting.

Benigno S. Aquino III (2010–)

1. Simplified Fund Release System (sfrs) (1995 onward)/New System of Releasing 
Public Funds

General appropriations Act (gaa)-as-release takes effect on the first working day of the fiscal year. 
dbm hailed this move as “signaling a new regime—the  first of its kind in the country’s governance 
history—that establishes the General Appropriations Act (gaa) as the government’s official budget 
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release document. The claim is an exaggeration and and a lie. The gaa-as-release document had been 
done during the Estrada years. It is not true that the saro will no longer be needed; it will still be needed 
to obligate appropriation funded out of special purpose funds as, for example, the Calamity Fund and 
Contingent Fund, and lump-sum appropriations in agency budget.  

Reference: Department of Budget and Management, National Budget Circular No. 551, Dated 2 
January 2014. 

2. Public Expenditure Management Improvement Project (pemip)/ Philippine Public 
Sector Management Reform Program

Objective: The reform plans to achieve fiscal discipline, allocative efficiency through the mtef and 
opif, and operational efficiency through the seer and apr. 

3. Results-Based Performance Management System (rbpms) Across All 
Departments/Harmonization of Monitoring, Information, and Reporting 
Systems

Aquino signed in 2012 Executive Order 80 to further strengthen performance monitoring and appraisal 
systems. It directs the adoption of a productivity enhancement incentive (pei) and the performance-
based bonus (pbb) in the national government.

References: Csc Memorandum Circular 08, rbpms implementation in agencies: http://excell.csc.
gov.ph/MC2013/mc8s2013rbpms_agencies.pdf.

Link to eo 80: http://www.gov.ph/2012/07/20/executive-order-no-80-s-2012/

4. Performance Informed Budget (pib)
National Budget Memorandum No.117: Performance Informed Budget (pib)
Objective: To present the agency’s budget alongside its performance targets and outcomes in 

contrast to the traditional line-item budgeting approach adopted in previous budgets. Under the new pib 
structure, an agency’s budget already identifies specific major final outputs and performance indicators 
within the budget.

Comments: The new structure has not been approved by Congress. Hence, Congress passed the 
gaa with two annexes showing the new budget structure. The new structure needs improvement. It 
suffers from the old criticism that the quality of performance or results information is uneven and is 
found to be generally poor. The analyses are limited due to insufficient specification of indicators and 
targets by agencies. Mfo indicators are a mix of outcome, output, activity. and process indicators, which 
show confusion about the focus of accountability of agencies. Many programs, activities, and projects 
continue to exist but are not aligned with mfos, and thus do not contribute to the attainment of sector 
outcomes and societal goals. 

5. Bottom-Up Budgeting (bub) (Based on dbm-dilg-dwsd-National Anti-Poverty 
Commission Memorandum Circular No. 1, Series of 2012 issued on 8 March 2012)

The purpose of the bub initiative is to provide policy guidelines, processes, responsibilities, and 
timelines to guide the participating agencies and selected focus lgus in the bottom-up planning and 
budgeting approach to be applied in the preparation of the fy 2013 Budget. The intended beneficiaries 
are at least 300 of the 609 selected focus cities and municipalities identified and approved by the Human 
Development and Poverty Reduction Cluster. The amount authorized was P8.397 billion. In 2014, the 
coverage of bub program was expanded to cover 1,233 cities and municipalities with an appropriation 
of P20.031 billion. The  civil society organizations (csos) were assigned a key role in the inclusion of 
projects to be funded. The memo states that the list of projects requires the endorsement of csos from 
the community before it can be considered by the national government for inclusion in its budget. In 
addition, the local council must approve the list of projects through the issuance of a council resolution.  

References: Dbm-dilg-dswd-napc Joint Memorandum Circular No. 4




