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The Aquino Administra  on believed that the Budget is the government’s most potent 
tool to achieve inclusive development through good governance. From day one, the 
administra  on considered public fi nancial management (PFM) reform as central to its 
good governance agenda. 

As such, the Department of Budget and Management (DBM) implemented its mandate 
to ensure the sound, effi  cient, and eff ec  ve management and u  liza  on of govern-
ment resources. Together with the Commission on Audit (COA), the Department of 
Finance (DOF), the Na  onal Economic and Development Authority (NEDA), and other 
oversight agencies, the DBM implemented a PFM Reform Roadmap to ensure that the 
government spends within its means, on the right priori  es, with measurable results, 
and in the most transparent, accountable, and par  cipa  ve manner. 

For a more in-depth and forward-looking discussion of the accomplishments of the DBM 
and the progress of PFM reforms in 2015 and throughout the previous administra  on, 
please refer to the publica  on Kuwento sa Bawat Kuwenta: A Story of Budget and Man-
agement Reforms 2010 to 2016 (consists of a comprehensive volume and an execu  ve 
summary, which are available online at h  p://www.dbm.gov.ph/?page_id=16070).

Annual Report for 2015:
Reforming the Budget Process 
to Ensure Paggugol na Matuwid

A. Spending Within Means

With the reforms it pursued, the previous administra  on started a new regime of fi scal 
stability. Since 2010, it has successfully reduced and kept the fi scal defi cit to within 2 
percent of the gross domes  c product (GDP), and subsequently shrank the na  onal 
government’s outstanding debt through strategic liability management. It has also in-
creased government revenues by vigorously running a  er tax evaders and smugglers, 
and by revamping revenue collec  on systems and ins  tu  ons. 

By implemen  ng zero-based budge  ng (ZBB) in 2010, the government has set the 
stage for greater discipline in resource alloca  on over the medium term. In cra  ing the 
2016 Budget, the government introduced the Two-Tier Budge  ng Approach (2TBA): an 
exercise that rigorously evaluates proposed expenditures. Under Tier 1, the govern-
ment determines the true cost of government’s opera  ng expenditures and ongoing 
programs and projects over the three-year period. This then determines the Budget’s 
fi scal space for the year: the available resources to support more programs and proj-
ects. Tier 2, meanwhile, entails the evalua  on of proposed new programs and projects 
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or the expansion of exis  ng ones. Only programs and projects that are aligned with 
the Budget Priori  es Framework, designed with a clear-cut implementa  on plan, and 
have measurable outcomes were considered for funding using the fi scal space. 

Fiscal and Expenditure Performance. In 2015, the na  onal government recorded a fi s-
cal defi cit of P121.7 billion. This is equivalent to 0.9 percent of GDP, or much lower 
than the targeted defi cit of 2.0 percent of GDP. Full year revenue collec  ons reached 
P2.1 trillion, growing by 11 percent year-on-year but behind program by 7 percent. 

As of end-2015, government expenditures reached P2.23 trillion: an increase of 12.6 
percent from 2014. This annual growth rate is so far the fastest recorded in the last 
three years. Despite the remarkable growth rate, disbursements s  ll fell below pro-
gram 12.8 percent, although this is a slight improvement from the 13.3-percent short-
fall in 2014.In par  cular, infrastructure and other capital outlays increase by 25.1 
percent year-on-year because of the government’s push to accelerate infrastructure 
projects. However, infrastructure and other capital outlays fell short of target by 20.0 
percent (See table). 

A more detailed disbursement report is available online: h  p://www.dbm.gov.ph/wp-content/uploads/
DBCC/2015/NG%20DISBURSEMENT%20PERFORMANCE%20AS%20OF%20DECEMBER%202015.pdf).

B. Inves  ng in the Right Priori  es
 
To make inclusive growth an achievable goal, the government has sought to transform 
the Budget by focusing on the people’s most urgent needs and u  lizing scarce resources 
for these. The government increased its investments in providing basic services and 
ample social safety nets to the poorest. To illustrate, social and economic spending 
increased to P65 for every P100 in the 2016 Budget from only P54 in 2010. 

Table 1. NG Disbursements, January to December. 
Amounts in billion pesos, unless otherwise indicated  

Program Actual

 CURRENT OPER. EXP. 1,616.7    1,985.7    1,784.9    (200.8)      (10.1)        168.2        10.4         
PS 603.6        743.2        664.4        (78.7)        (10.6)        60.8          10.1         
MOOE 308.7        424.8        403.4        (21.4)        (5.0)          94.7          30.7         
Subsidy 80.4          118.6        78.0          (40.6)        (34.2)        (2.4)           (3.0)          
Allotment to LGUs 273.2        311.9        311.9        -              -              38.7          14.1         
IP 321.2        361.8        309.4        (52.5)        (14.5)        (11.8)        (3.7)          
TEF 29.5          25.5          17.8          (7.7)           (30.0)        (11.7)        (39.7)        

 CAPITAL OUTLAYS 351.5        546.7        436.0        (110.6)      (20.2)        84.5          24.1         
Infra & Other CO 276.0        431.6        345.3        (86.3)        (20.0)        69.3          25.1         
Equity 1.7            2.9            0.8            (2.2)           (73.8)        (1.0)           (56.1)        
Capital Transfers to LGUs 73.8          112.2        90.0          (22.2)        (19.8)        16.2          22.0         

 NET LENDING 13.4          26.5          9.7            (16.8)        (63.4)        (3.7)           (27.6)        
TOTAL 1,981.6    2,558.9    2,230.6    (328.3)      (12.8)        249.0        12.6         

Expenditure Items
Inc/(Dec)

Amount %

Deviation

Amount %

January to December

2014 2015
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Figure 1: The Budget for Key Sectors (% of Total)

2010 2011 2012 2013 2014 2015 2016 

28.3
25.9
20.6

Reforms for Effi  cient Resource Alloca  on. Since 2010, the government through the 
DBM has launched reforms to allocate scarce resources exclusively on programs and 
projects that can impact people’s lives. For instance:

 ZBB facilitated a more stringent examina  on of the outcomes of exis  ng 
programs and projects. This resulted in the revamp or even the cancella  on of 
programs or projects that were fraught with leakages, and those that failed to deliver 
results. 

 The Key Result Areas (KRAs) of the Aquino Social Contract, laid down by the 
administra  on in 2011, have mandated Cabinet Clusters to set tangible and measurable 
targets and to align their budgets along these KRAs.

 The Program Budge  ng Approach fostered collabora  on among agencies in 
implemen  ng cross-cu   ng programs, such as the Human Development and Poverty 
Reduc  on Program and the Tourism Development Program. 

The Budget Priori  es Framework. Building on the said reforms, the government cra  ed 
the Budget Priori  es Framework. First introduced in 2013, this annual document 
guides departments and agencies in cra  ing budget proposals that are focused on 
achieving the priori  es of the Aquino Social Contract and the Philippine Development 
Plan (PDP).

Beginning with the prepara  on of the 2016 Budget, the government further improved 
the Framework by using it along with 2TBA as basis for evalua  ng agencies’ proposals 
for new programs or to expand exis  ng ones. The exercise of closely linking the 
Framework with the 2TBA has ensured that every new program or project addresses 
gaps in mee  ng the priority goals iden  fi ed in the PDP:
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Good Governance and An  -Corrup  on: ins  tu  onalize reforms that strengthen the 
integrity of public ins  tu  ons and their ability to deliver social and economic services, 
as well as improve the ease of doing business in the country.

Making Growth Inclusive: reduce poverty incidence to 18 to 20 percent by end-2016 
through adequate investments in social protec  on, universal healthcare, the K to 12 
Basic Educa  on Program, and socialized housing.

Sustaining the Growth Momentum: achieve 7 to 8 percent GDP growth in the medium 
term and create addi  onal jobs by bringing infrastructure spending to 5 percent of 
GDP and boos  ng support to agriculture, manufacturing, and tourism. 

Managing Disaster Risks: enhance the resilience of communi  es most vulnerable 
to disasters and support the rehabilita  on and reconstruc  on of those aff ected by 
Typhoon Yolanda and other recent calami  es. 

Forging Just and Las  ng Peace: establish an environment of peace, security, and the 
rule of law by inves  ng in the delivery of services in confl ict zones, modernizing the 
police and military, and improving the jus  ce system.

Focus Geographic Areas. The Budget Priori  es Framework also iden  fi es the 44 
poorest and most climate-vulnerable provinces where government resources and 
interven  ons should be focused:

 Provinces with the highest poverty magnitude, where opportuni  es for growth 
are present but the poor could not par  cipate; 

 Provinces with the highest poverty incidence, which have smaller popula  ons 
and less access to opportuni  es, and;

 Provinces vulnerable to shocks and disasters, where the poor can slide into 
deeper poverty and the non-poor can slide into poverty when calami  es strike.

C. Spending with Measurable Results

To ensure credibility and integrity throughout the PFM process, the Budget must be 
spent effi  ciently and eff ec  vely to best serve the people. Thus, in order to produce the 
best intended results for the people, the government rolled-out reforms to streamline 
budget execu  on, strengthen the capacity of agencies to deliver services, and  ghten 
the linkage between spending and performance. 

Faster Budget Execu  on. The reforms introduced have resulted in a more effi  cient 
implementa  on of the Budget. For six consecu  ve years, the annual GAA has been 
enacted on  me. Before 2010, the Budget was frequently re-enacted, which gave the 
previous President vast amount of discre  on over the alloca  on of public funds. Under 
the Aquino administra  on, a new Budget is implemented at the start of every fi scal 
year, eff ec  vely elimina  ng the abuses of Budget re-enactment. 
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The 2016 Budget also consolidates reforms that streamline the budget execu  on 
process and enable the rollout of crucial programs and projects as early as the fi rst 
quarter of the fi scal year. These include:

The disaggrega  on of lump sum funds into detailed and implementa  on-ready 
programs and projects;

 The GAA-As-Release Document regime, introduced in 2014, which means that 
the Enacted Budget itself serves as the allotment release document for appropria  ons. 
This new policy regime eliminated the need for voluminous allotment release 
documents such as Agency Budget Matrices and Special Allotment Release Orders;

 Cashless and checkless disbursement schemes, which allow agencies to pay 
their suppliers on  me through bank-to-bank transac  ons, and; 

 Procurement innova  ons, such as allowing agencies to bid out projects, short 
of award, even before the Budget is enacted; and the expansion of the Philippine 
Government Electronic Procurement System in order to eventually enable online 
bidding.  

Ins  tu  onal Strengthening. The government implemented important measures to 
address ins  tu  onal impediments to budget execu  on and strengthen the capacity of 
agencies to deliver services more eff ec  vely:1

 To strengthen procurement, the government directed the crea  on of addi  onal 
Bids and Awards Commi  ees and the assignment of full-  me support staff  to these 
bodies; 

 To improve program and project planning and design, the government 
mandated agencies to propose only those that are ready for implementa  on;

 The government created and convened Full-Time Delivery Units to closely 
monitor the progress of programs and projects, quickly address implementa  on 
issues, and regularly assess agency performance against their targets;

 The government strengthened the capacity of the Department of Public Works 
and Highways (DPWH) by hiring addi  onal civil engineers to support its role as the 
government’s lead construc  on agency and enable other agencies to focus on their 
core mandates for service delivery.

Budget Integrity. PFM reforms have been introduced to ensure that each peso of the 
Budget is spent as approved by Congress:

 Clearer defi ni  on of savings and parameters for their use. For instance, the 
provisions of the Proposed Budget prohibit agencies to declare savings from programs 
or projects that failed to start or con  nue due to the fault or negligence of the agency 
concerned.

1Administrative Order No. 46, “Directing all heads of departments and agencies to implement measures 
to facilitate budget execution for œ scal year 2015.”
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 Reduc  on in the number of lump sum funds. Lump sums were pared down to 
those that cannot be realis  cally disaggregated into detailed ac  vi  es and projects 
during budget prepara  on. As a result, only three lump sum Special Purpose Funds 
remain in the 2016 Budget: the Na  onal Disaster Risk Reduc  on and Management 
Fund; the Con  ngent Fund; and Alloca  ons for Local Government Units, specifi cally 
their special shares in the proceeds of na  onal taxes.

 The Unifi ed Accounts Code Structure (UACS): this reform lays the groundwork 
for an integrated PFM system in government by providing a single harmonized 
classifi ca  on system for all fi nancial transac  ons throughout the budget process: from 
budge  ng, to implementa  on, to accoun  ng, and to audi  ng. 

Alterna  ve Service Delivery Schemes. By forging partnerships with the private sector, 
civil society, and local government units (LGUs), the government con  nues to innovate 
new ways to deliver much-needed services. 

Local Governments. Since 2010, the government has been introducing reforms that 
support meaningful devolu  on by strengthening the ability of LGUs to manage public 
funds, enforce greater transparency and ci  zen’s par  cipa  on, and deliver services. 
These include the LGU PFM Reform Program, which seeks to improve the PFM 
capacity of LGUs along good governance and fi nancial stewardship standards; as well 
as the ini  a  ves of the Department of the Interior and Local Government (DILG) like 
the Seal of Good Local Governance (SGLG), the Mandatory Disclosure Policy, and the 
Performance Challenge Fund.

Building on these, the government introduced the performance-based downloading 
of funds to LGUs. Under the 2016 Budget, P18.2 billion was allocated for programs and 
projects to be carried out by LGUs that meet good local governance standards:

 P11.7 billion - for local poverty reduc  on projects iden  fi ed through Bo  om-
Up Budge  ng (BuB). These are to be implemented by ci  es and municipali  es that 
engaged BuB and met benchmarks of good fi nancial housekeeping under the SGLG 
and the LGU PFM Program; 

 P6.5 billion - for the rehabilita  on and upgrading of provincial roads. These 
are to be implemented by provincial governments that comply with the standards set 
by the SGLG and the LGU PFM Program. Qualifi ed provinces are required to submit 
provincial network plans and other reports at the start of the fi scal year.

Private Sector. To en  ce private resources and exper  se in the implementa  on of 
big-  cket projects, the government strengthened the Public-Private Partnership (PPP) 
Program. So far, 12 infrastructure and other big-  cket projects under the PPP have 
already been awarded, while 11 more are currently being bid out. The government 
currently seeks the enactment of the proposed PPP Act, in order to ensure its 
sustainability.

Stronger Performance Accountability. To link resources to results, the administra  on 
introduced the Performance-Informed Budge  ng (PIB) scheme to align each 
government peso with performance indicators and tangible targets of government 
agencies as indicated in the GAA. Building on the Organiza  onal Performance Indicator 
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Framework, the government reviewed and improved the agencies’ major fi nal outputs 
(i.e. tangible services such as families covered by social protec  on programs) and their 
performance targets. 

Through the PIB in the 2014 Budget, the performance targets of all the agencies have 
been included in the enacted GAA. Beginning with the 2015 Budget, the government 
improved on the PIB by refi ning agencies’ organiza  onal outcomes (i.e., results of 
service delivery, such as improving families’ well-being from survival to self-suffi  ciency) 
and assigning indicators and targets.

The government is scaling up the PIB further by introducing the Program Expenditure 
Classifi ca  on (PREXC). PREXC restructures all the ac  vi  es and projects under a few 
major programs, which will then be assigned with performance targets both at the 
output and outcome level. PREXC will be implemented in 2017 for the prepara  on of 
the 2018 Budget. 

To link performance and compensa  on, the government implemented the Performance-
Based Incen  ve System (PBIS) in 2012 to provide performance-based bonuses to 
individual public servants who meet or even surpass their performance targets. 

The 2016 Budget allocates P15.8 billion for the con  nued rollout of PBIS. Furthermore, 
through Execu  ve Order No. 201 s. 2016, the government updated the salary schedule 
of the Salary Standardiza  on Law to bring public sector salaries and benefi ts closer to 
private sector pay. The said order also ins  tu  onalized the PBIS.

Improving Technology to Integrate PFM Systems. Through the support of interna  onal 
development partners, the government con  nues to upgrade and automate PFM 
func  ons, through ini  a  ves such as: 

 The Budget and Treasury Management System (BTMS), which will replace 
the currently fragmented budget, treasury, and fi nancial management and repor  ng 
systems of the DBM and the DoF-BTr. BTMS will be linked to the TSA and will likewise 
make use of UACS.

 The Enhanced Government Manpower Informa  on System (E-GMIS), which will 
serve as a comprehensive and unifi ed system to manage human resource informa  on 
of agencies. It aims to expand and integrate manpower and payroll management.

These systems will eventually be integrated and scaled into an envisioned government-
wide fi nancial management informa  on system that fully integrates all the PFM 
func  ons, transac  ons, and processes of oversight and implemen  ng agencies. 

D. Empowerment Through the Budget

Streamlining and crea  ng a more effi  cient and eff ec  ve budget process goes hand 
in hand with empowering the ci  zens. Strategic alloca  on and eff ec  ve u  liza  on of 
resources will not be as eff ec  ve nor meaningful if the government does not let the 
ci  zens have a greater voice and stake in how their taxes are spent. Since 2010, the 
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administra  on has emphasized the need for policies that promote greater transparency, 
accountability, and par  cipa  on.

Fiscal Transparency. Since 2010, the government has been strengthening eff orts for 
budget transparency to enable ci  zens to hold government agencies and offi  cials 
accountable for how they use public funds. From enumera  ng per  nent details to 
publishing performance targets in the Budget, these PFM reforms has made more 
informa  on available to the public, which enables them to hold their government 
accountable. As part of the government’s eff orts to increase fi scal transparency, the 
following has been put in place: 

The Transparency Seal requires all government agencies to release key informa  on—
approved budgets, accountability reports, status of programs, and contracts awarded—
through their respec  ve websites.

The Open Government Data Portal (data.gov.ph) enables ci  zens to access informa  on 
in open and usable formats. 

Addi  onal publica  ons and reports have been published by the Development Budget 
Coordina  on Commi  ee (DBCC) to meet interna  onal fi scal transparency standards, 
such as the Mid-Year Report, the Year-End Report, and the Fiscal Risks Statement.

The People’s Budget, published since 2011, provides ci  zens with summaries of the 
proposed and enacted Budgets.

Through these eff orts, the Philippines was commended and globally recognized. The 
country is now among the most transparent in the world, receiving a score of 64 out of 
100 in the 2015 Open Budget Index (OBI) of the Interna  onal Budget Partnership (IBP). 
Improving from a score of 48/100 in the 2012 OBI, the Philippines’ performance in the 
2015 OBI places the country at 21st in the world2,  4th in Asia3,  and 1st in Southeast Asia. 
Moreover, the Interna  onal Monetary Fund’s Fiscal Transparency Evalua  on in 2014 
also recognized the country’s good and advanced prac  ces in several areas of its new 
Fiscal Transparency Code. 

Par  cipatory Budge  ng. In its eff orts to have a more inclusive budget process, the 
government has been engaging more and more stakeholders in its PFM reforms. First, 
it introduced Budget Partnership Agreements between government agencies and CSOs 
in cra  ing the agencies’ budget proposals, as well as in monitoring and evalua  ng the 
implementa  on of their projects and programs. 

2Tied with Portugal and Poland.
3Following Russia, Georgia, and South Korea. 
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In 2012, the Bo  om-up Budge  ng (BuB) process was also created in order to further 
include people in the budget process. Through BuB, LGUs and local CSOs can now 
determine poverty reduc  on projects that they think their own community needs. BuB 
began with P8 billion for 595 ci  es and municipali  es back in 2013. Under the 2016 
Budget, the alloca  on for BuB has expanded to P24.7 billion to cover the programs 
and projects of 1,514 ci  es and municipali  es, which is more than 90% of all ci  es and 
municipali  es across the country.

In order to par  cipate in the program, LGUs need to adopt and meet good governance 
standards and requirements set by the na  onal government. However, more 
importantly, LGUs also have to ensure that communi  es and local CSOs are present in 
the planning of a BuB project. As BuB grew, it was also eventually integrated with the 
Na  onal Community-Driven Development Program and local development councils, 
which allowed capable LGUs to implement BuB-iden  fi ed projects themselves. 
Moreover, by launching a BuB monitoring portal (openbub.gov.ph), ci  zens can 
now track the progress of each project iden  fi ed through BuB, holding their local 
government accountable.

Because of these eff orts, the IBP’s 2015 Open Budget Survey ranks the Philippines 5th 

in the world4  and 2nd in Asia for par  cipatory budge  ng.

E. PFM Reforms Beyond 2016

The 2016 Budget was designed not only to consolidate the budget reforms introduced 
by the administra  on, but to lay out a path that will ensure their irreversibility 
beyond 2016. Moreover, the government also seeks the passage of the Public 
Financial Accountability Act to cement a policy framework for a PFM program that is 
comprehensive and aligned with global best prac  ces. The bill was fi led in Congress in 
2015. 

The PFM reforms that the Aquino administra  on had introduced have focused on 
two key areas. On the one hand, the government wants to ensure that the taxpayers’ 
money will be effi  ciently and eff ec  vely used. This has meant streamlining the budget 
processes to create more effi  cient budge  ng, and a proper way of priori  zing and 
alloca  ng how the Budget will be used that will best serve the people, especially the 
poor.

The government also wants to empower the ci  zens to have a voice and a stake in 
how their money is being used. Ul  mately, this means that crea  ng a more effi  cient 
process will only be as meaningful and eff ec  ve if the ci  zens also play their role in 
these PFM reforms. Only by con  nuously demanding and suppor  ng transparency, 
accountability, and par  cipa  on in the budget process will PFM 

4Following South Korea, Norway, Brazil, and United States.
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