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AGENDA FOR PROSPERITY
THE FY 2023 PROPOSED NATIONAL BUDGET

The Fiscal Year (FY) 2023 Proposed National Expenditure
Program or National Budget outlines the country's
Agenda for Prosperity.

Based on the Medium-Term Fiscal Framework or
the MTFF crafted by the economic managers of the
present administration, the FY 2023 Proposed National
Budget is a transformative budget that seeks economic

transformation amid external risks.

It is also tailor-made to the Marcos Jr. Administration's
8-point Socioeconomic Agenda that ensures inclusivity
and sustainability as the nation achieves economic

growth.

Budget Secretary Amenah F. Pangandaman explains:
“It is a proactive budget. A budget that is responsive to
every need of every Filipino. This was our mantra in each
analysis and every decision we made in crafting the FY
2023 Proposed National Expenditure Program.”

In the following pages, you will see the President’s and
economic managers' vision in pursuit of prosperity for all,
where everyone reaps the benefts of economic growth
and national progress in their everyday lives—where no
Filipino is left behind.
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Il. FINANCING THE NATIONAL
EXPENDITURE PROGRAM

Macroeconomic Environment?

The proposed National Budget of Php 5.268 Trillion is anchored on macroeconomic targets as well as
budget and revenue estimates that ensure the attainment of the Marcos Jr. Administration's Agenda

for Prosperity.

While external risks to growth remain present, the Philippine economy is expected to steadily pick up

and accelerate over the medium-term.

Overview of the Global
Economic Environment

The global economy is experiencing a broad-based and
sharper-than-expected slowdown, with infation higher
than seen in several decades due to Russia’'s invasion
of Ukraine, the lingering COVID-19 pandemic, and
tightening fnancial conditions in most regions.

While the year 2021 saw global economic output
tentatively recovering from the deep impact of the
COVID-19 pandemic—as it grew 6.1 percent compared
withthe-3.1 percentslump postedin 2020—global growth
outlook for 2022 is seen to be moving to the downside.
This is because risks have begun to materialize, triggering
a sharp tightening in global fnancial conditions, with
world real GDP contracting in the second quarter due to
economic downturns in China and Russia, the negative
cross-border efects of the Russian war on Ukraine, and
higher infation worldwide, especially in the United States

and major European economies.

Global growth is seen to slow down from 5.2 percent
in 2021 to 2.5 percent in 2022 and expected to further
deteriorate to 1.4 percent in 2023. High global infation
accompanied by tepid growth could eventually result
in a sharp tightening of monetary policy in advanced

economies.

Consumer prices have been steadily increasing to record-
high levels. In 2022, two member-countries of advanced
economies posted their highest infation rates in 40
years; the consumer price index in the United States
in June and in the United Kingdom in May rose by 9.1
percent; and infation in the Euro area in June reached
its highest level—8.6 percent—since the inception of the

monetary union.

Emerging markets and developing economies have
been more aggressive in tightening monetary policies.
Triggers include higher food and energy prices, supply
constraints in many sectors, and rebalancing of demand
back toward services.

There is also the problem of wage growth not keeping
up, on average, with infation, not only across emerging
markets and developing economies, butalso foradvanced
economies, thus eroding household purchasing power.

The war in Ukraine has been taking its toll on emerging
and developing Europe, causing widespread hardship in
the region. In fact, growth is seen to steeply drop from 6.7
percent in 2021 to -1.4 percent in 2022, and will slightly
recover to only 0.9 percent by 2023.
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Table 1. Overview of the World Economic Outlook Projections, 2021-2023
(Percent change)
I )

Actual Projections
Particulars
2021 2022 2023
World Output 6.1 3.2 2.9
Advanced Economies 52 2.5 1.4
United States 5.7 2.3 1.0
Euro Area 54 2.6 1.2
Germany 2.9 1.2 0.8
France 6.8 2.3 1.0
Italy 6.6 3.0 0.7
Spain 5.1 4.0 2.0
Japan 1.7 1.7 0.6
United Kingdom 7.4 3.2 0.5
Canada 4.5 34 1.8
Other Advanced Economies 5.1 2.9 2.7
Emerging Markets and Developing Economies 6.8 3.6 3.9
Emerging and Developing Asia 7.3 4.6 5.0
China 8.1 3.3 4.6
India 8.7 7.4 6.1
ASEAN-5% 3.4 53 5.1
Emerging and Developing Europe 6.7 -1.4 0.9
Russia 4.7 -6.0 -3.5
Latin America and the Caribbean 6.9 3.0 2.0
Brazil 4.6 1.7 1.1
Mexico 4.8 2.4 1.2
Middle East and Central Asia 5.8 4.8 3.5
Saudi Arabia 3.2 7.6 3.7
Sub-Saharan Africa 4.6 3.8 4.0
Nigeria 3.6 3.4 3.2
South Africa 4.9 2.3 1.4

" Excludes the Group of Seven (Canada, France, Germany, Italy, Japan, United Kingdom, United States) and euro area countries.
% Indonesia, Malaysia, Philippines, Thailand, Vietham
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This trend is expected to continue in 2023 at -3.5 percent,
with the European Union announcing that it will block
insuring and fnancing maritime transport of Russian oil
to third countries by the end of 2022; the Organization
of the Petroleum Exporting Countries (OPEC) agreeing to
bring forward increases in oil supply that were planned
for September; and the Group of Seven planning to study
the possibility of introducing a price ceiling on Russian
exports of crude oil.

Overall, the war’s efects on major European economies
have been more severe, with higher energy prices as well
as weaker consumer confdence and slower momentum
in manufacturing resulting from persistent supply chain
disruptions and rising input costs.

However, amidst higher-than-anticipated infation,
emerging and developing Asia is still seen to surpass this
year's average global output of 3.2 percent to reach 4.6
percent in 2023, although growth expectations for India
have been slashed from 8.2 percent in April to only 7.4

percentin the July update of the World Economic Outlook

Figure 1. ASEAN-5 Economies?

Indonesia Malaysia

Philippines

due to less favorable external conditions and rapid policy
tightening. Likewise, China's economic slowdown has
contributed to global supply chain disruptions, with its
continued COVID-19 outbreaks and mobility restrictions
adversely impacting economic activity widely and

severely.

For the ASEAN-5, composed of Indonesia, Malaysia,
Thailand, Vietnam, and the Philippines, growth remains
bullish despite headwinds, as the region expects growth
for 2022 to surpass last year's 3.4 percent, to settle at 5.3.
However, this is seen to slowdown to 5.1 percent in 2023.

Domestic Economic Performance
and Outlook

Amidst the deep impact of the COVID-19 pandemic, the
Philippines rose from a -9.5 percent growth posted in
2020 to an impressive positive growth of 5.7 percent in
2021, the highest among the ASEAN-5 countries

n 2021 GDP Growth Rates

Vietnam

Thailand
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Services, which constitutes 60.5 percent (at constant
prices) of the country's GDP in 2021, grew 5.4 percent
from -9.1 percent in 2020. Major drivers of growth
include, among others, wholesale and retail trade, from
-6.1 percent to 4.2 percent; transportation and storage,
from -30.6 percent to 6.3 percent; accommodation and
food service activities, from -45.5 percent to 7.2 percent;
and professional and business services, from -9.6 percent
to 6.2 percent. Services subsectors that remained bullish
or noted relatively small falls in turnover during the
pandemic, also posted gains in 2021. These include,
among others, information and communication (from
5.1 percent to 9.2 percent) and fnancial and insurance
activities (from 5.6 percent to 4.7 percent).

The Industry sector also rebounded in 2021, rising
by 8.5 percent from a steep -13.1 decline in 2020.
Construction rallied to post a two-digit growth of 10.0
percent in 2021 after its disappointing -25.5 percent
performance in 2020.

Manufacturing also improved from its lackluster output
at the height of the pandemic, registering an 8.8 percent
improvement in 2021 compared to its -9.8 performance
in 2020.

Recovery for the Agriculture, Forestry and Fishing sector,
on the other hand, decelerated in 2021. The sector
production declined further by 0.3 percent in 2021
compared with -0.2 percent growth in 2020.

The GDP target for the full year of 2022 has been pegged
at 6.5 to 7.5 percent, in consideration of the recent
local economic developments but also taking into
consideration external headwinds arising from the
Russia-Ukraine war and the policy rate tightening of the
US Fed. This is also consistent with this year's growth
forecasts of global rating agencies (see Figure 2).

Figure 2. Philippine Growth Forecasts, 2022

S&P Global Ratings®

Moody's Analytics

Asian Development Bank®

Fitch Solutions®
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The World Bank®
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Infation remains the main risk to growth as global oil
prices remain uncertain amid concerns over potential
supply disruptions due to the Russian-Ukraine confict
and Western sanctions on Russian oil and gas imports.

Infation is expected to settle between 4.5 to 5.5 percent
in 2023.

As oil supply is seen to catch up and stabilize over the
medium term, the price of Dubai crude oil is pegged at
USD 90 to USD 110 and USD 80 to USD 100 per barrel for
2022 and 2023 respectively, and set at USD 70 to USD 90
per barrel for 2024 to 2028.

The 364-day Treasury Bill rate remains at 2.5 to 4.0
percent while assumptions for the 6-month London
Inter-Bank Ofered Rate (LIBOR) are maintained at 1.5
to 2.5 percent.

The PHP-USD exchange rate assumption for 2023 to 2028
is projected at Php 51 to Php 55 due to heightened global
uncertainty such as the aggressive monetary policy
tightening by the US Federal Reserve, increased market

risk aversion amidst the continuing Russia-Ukraine
confict, and the widening trade gap amidst improving

domestic demand and uptick in global oil prices.

However, the country's ample foreign exchange reserves
and the expected pick-up in foreign exchange infows
via tourism revenues, in addition to Budget Processing
Outsourcing receipts and overseas Filipino remittances,
as economies reopen are seen to ofset these

depreciation pressures.

For its frst semester 2022 performance, the country's
GDP expanded by 7.8 percent, boosting the national
government's confdence that the economy can achieve
its expected 6.5 to 7.5 percent growth this year. This
despite headwinds such as infation, as the economy
continues to chart a stronger recovery with further
relaxed pandemic restrictions boosting economic

activities.

At 7.8 percent growth, the country's nominal GDP at
constant prices stood at Php 9.6 trillion in the frst
semester of 2022, higher than the Php 9.45 trillion

Figure 3. Gross Domestic Product, Q1 2020 to Q2 2022 Growth Rates

In Percent, At Constant 2018 prices
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registered for the frst semester of 2019. On the other
hand, GDP current value at current prices reached
Php 10.32 trillion in the frst semester this year, from
Php 9.29 trillion during the same period in 2019. This
means that growth values in the frst semester of 2022,
both in the current prices and constant prices, already
registered higher compared to their pre-pandemic

levels.

During the frst quarter, the economy grew by 8.2 percent
despite an uptick in COVID-19 cases, although its second
quarter growth was slightly slower at 7.4 percent.

Nevertheless, the Philippines was still the second-best
performing nation among the region’s major emerging
economies that have released their reports, next to
Vietnam's 7.7 percent but faster than Indonesia's 5.4
percent and China’s 0.4 percent

Further, the 7.4 percent second quarter GDP growth
represents the ffth consecutive quarterly increase after
the frst quarter of 2021 (see Figure 3).

All three major sectors on the production side—
Agriculture, Industry, and Services—posted positive
growth rates in the second quarter of 2022. The Services
sector grew the highest at 9.1 percent; followed by
Industry at 6.3 percent; and Agriculture, Forestry, and
Fishing (AFF) at 0.2 percent.

Although the AFF's 0.2 percent increase in the second
quarter of 2022 was slightly higher compared to the 0.01
percent growth recorded in the same quarter of 2021,
due to the sector’s vulnerability to natural calamities and
rising input costs, the Marcos Jr. Administration intends
to improve the sector through lower input costs, access

Table 2. Medium-Term Philippine Macroeconomic Indicators, 2022-2025

Macroeconomic Indicators 2022 2023 2024 2025
Real GDP Growth (%) 6.5-7.5 6.5-8.0 6.5-8.0 6.5-8.0
Infation (%) 4.5-5.5 2.5-4.5 2.0-4.0 2.0-4.0
Dubai Oil (US$/bbl) 90-110 80-100 70-90 70-90
Foreign Exchange Rate (PhP/US$) 51-53 51-55 51-55 51-55
364-Day T-bill Rate (%) 2.5-4.0 3.0-4.5 3.0-4.5 3.0-4.5
LIBOR, 6 mos (%) 1.5-2.5 3.0-4.0 3.0-4.0 2.5-3.5
Goods Exports (%) 7.0 6.0 8.0 8.0
Goods Imports (%) 18.0 6.0 8.0 8.0

Source: 182" Development Budget Coordination Committee meeting, July 8, 2022; Budget of Expenditures

and Sources of Financing (BESF) Tables
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to new farming technologies, direct fnancial assistance
to farmers, and measures to strengthen the agricultural

value chain.

Meanwhile, Industry grew 6.3 percent in the second
quarter of 2022, with construction as the top contributor
with 19.0 percent growth during this period. Moreover,
manufacturing improved by 2.1 percent while mining
and quarrying declined by -7.3 percent during the period.

Under the Services sector, the major contributors are
retail trade and repair of motor vehicles and motorcycles,

and transportation and storage.

Medium-Term Macroeconomic Forecasts
for 2022 to 2025

The Marcos Jr. Administration's macroeconomic
parameters or targets for 2022 to 2028 form the basis of
the budget estimates that supportthe Fiscal Year (FY) 2023
proposed National Budget. The projections consider the
prevailing global and local economic conditions, including
external headwinds arising from the Russia-Ukraine war
and the policy rate tightening of the US Federal Reserve.
Estimates of key parameters are important for creating

future revenue and expense estimates in the budget.

Below are the macroeconomic assumptions approved by
the DBCC during its 182" meeting held on July 8, 2022:

Real GDP Growth. Economic growth for 2022 is expected
to register between 6.5 to 7.5 percent, consistent with
this year's growth forecasts of global rating agencies. The
momentum is expected to continue over the medium-
term with growth expectations for 2023-2025 landing at
6.5 to 8.0 percent.

Inflation Rate. Infation expectations remain elevated
and projected to range from 4.5 to 5.5 percent in 2022
amidst rising fuel prices brought about by the confict

in Russia and Ukraine. Infation rate assumptions are

slightly adjusted downwards for 2023 at 2.5 to 4.5
percent, before going back to the target range of 2.0 to
4.0 percent for 2024 until 2025.

Domestic Interest Rates. The 364-day Treasury Bill
(T-bill) rate, which is the bellwether rate for budgetary
purposes on the local interest rate, afects both the
cost of borrowing and the level of revenues from taxes
withheld on interest income. It is expected to remain low
and settle within the target range of 2.5 to 4.0 for 2022
and 3.0 to 4.5 for 2023 to 2025. These assumptions take
into consideration the upward pressure on domestic
rates from faster-than-expected US Federal Reserve
rate hikes, higher infation expectations, and dampened
market sentiments due to the continuing Russia-Ukraine
confict. Also, domestic rates could follow an uptrend
over the medium-term as BSP policy rates and other
liquidity-enhancing measures are normalized given
upside infation measures and expected full reopening
of the economy.

Peso-Dollar Exchange Rate. The peso-dollar exchange
rate assumption for 2023 to 2028 is projected at Php 51 to
Php 55 against the USD in view of depreciation pressures
as a result of the continued policy normalization by the
US Federal Reserve, increased market risk aversion amid
the continuing confict in Ukraine and Russia, and the
widening trade gap amid improving domestic demand
and uptick in global oil prices.

Dubai Crude 0Oil Price. The Dubai crude oil price serves
as a key benchmark for Philippine pump prices. For
budgetary purposes, the government has raised oil price
assumptions for Dubai crude oil to USD 90 to 110
per barrel of crude oil (bbl) for 2022, USD 80 to
100/bbl, and USD 70 to 90/bbl for 2024-2025. The
projections were based on the following factors:

e Global oil process increased in 2022 amid
concerns over potential supply disruptions
due to the Russia-Ukraine confict and Western

sanctions on Russian oil and gas imports;
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e Oil supply is expected to catch up with an
increase in world consumption as oil supply

disruptions ease in the medium term; and

e Global oil price outlook remains uncertain (e.g.,
pandemic-related developments afecting oil
demand, sanctions on Russian oil and gas, and

production capacities of oil suppliers).

London Interbank Offer Rate (LIBOR). The LIBOR serves
as the global benchmark for short-term interest rates.
For the medium-term, the government has set the six-
month LIBOR assumptions to 1.5 to 2.5 percent for 2022
and 3.0 to 4.0 percent for 2023 to 2024, and 2.5 to 3.5
percent for 2025. The rates are expected as most of the

world's central banks normalize their monetary stance,

after the tightening of global fnancial conditions, and as
the global economy continues to recover and infation
trends higher.

External Trade. Goods exports are expected to grow
by 6.0 percent from 2023 to 2025 as the national
government see some positive prospects in the exports
of semiconductors and minerals.

Meanwhile, goods imports are expected to grow by 6.0
percentin 2023 before further accelerating to 8.0 percent
for 2024 to 2025. This is on the back of the expected
increase in imports for raw materials and intermediate
goods, as well as the rise in oil import prices.

Table 3. Budget Sensitivity to Key Macroeconomic Indicators, 2023

(in billion Pesos)

Budget
Indicators Change Revenues Disbursements BalanceV
Peso-to-US Dollar o
Php 1.00 depreciation 10.0 24 7.6
Exchange Rate
Treasury Bill Rate o
. 1 percentage point increase 1.0 5.0 (4.0)
(all maturities)
LIBOR (180-Day) 1 percentage point increase - 12.7 (12.7)
Inflation Rate 1 percentage point increase 30.4 - 30.4
Real GDP Growth Rate 1 percentage point increase 33.7 - 33.7
Growth Rate of Imports 1 percentage point increase 6.5 - 6.5

Source: Department of Finance and Bureau of the Treasury
Figures may not add up due to rounding off.
" A negative figure in the budget balance means an increase in deficit.
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Budget Sensitivity to Macroeconomic
Parameters

In crafting the national expenditure program, several
factors need to be considered to ensure that it delivers
on its objectives. The government must consider only
realistic and reasonable macroeconomic targets in
predicting how movements in the economy afect
certain spending and revenue categories, holding almost
everything else constant. Revenues and expenditures
are sensitive to developments and fuctuations in the

macroeconomic environment.

Peso-to-US Dollar Exchange Rate. For 2023, every Php 1
depreciation of the Philippine Peso against the US Dollar
will increase disbursements by Php 2.4 billion in the form
of higher foreign interest payments. However, a Peso
depreciation vis-a-vis the US Dollar will increase revenues
by Php 10.0 billion due to higher peso proceeds from
foreign grants and import taxes.

Domestic Interest Rates (T-bill. A percentage point
increase in the Treasury Bill rate will generate Php 1.0
billion in fresh revenues for the government from
withholding taxes on interest income. However, this also
entails around Php 5.0 billion additional disbursements
from interest payments, resulting in a Php 4.0 billion
increase in the budget defcit.

Foreign Interest Rates (LIBOR). A percentage point
increase in the LIBOR translates to Php 12.7 billion in
disbursements due to the additional foreign interest
payments which will not be matched by additional

revenue infow.

Inflation Rate. A persistent rise in the general price level
means additional tax revenues for the government.
A percentage point increase in the infation rate will
enable the government to collect Php 30.4 billion in
additional revenues and will positively impact the

government’s budget balance by the same amount.

Real GDP Growth Rate. A percentage point increase
in the country's real GDP growth rate will increase
the revenue collections by Php 33.7 billion as a result
of a bigger tax base. This does not correspond to any
automaticincrease in disbursements. Thus, it will further

expand the budget balance by the same amount.

Growth Rate of Imports. For every percentage point
increase in the import level, the government cofers will
gain Php 6.5 billion in additional revenue intake and a
corresponding increase in the budget balance.

Fiscal Risks and Other Sources
of Risks to Growth

The government identifes realistic and reasonable
macroeconomic targets to help it predict how movements
or events in the economy will afect revenues and
expenditures. These movements are considered fscal
risks. By defnition, these risks are uncertain. Hence,
an accurate identifcation and realistic analysis of these
fscal risks to growth must be undertaken in order to
lessen the possibility of signifcant diferences between

actual and expected fscal performance.

To ensure an expenditure program that delivers on
targets, meets projected outcomes, and fulflls objectives,
a number of signifcant factors must seriously and
carefully be taken into account.

Impact of the continuing Ukraine-Russian War®. The war
in Ukraine continues to put pressure on many economies
worldwide. Although Russia and Ukraine are not major
trading partners of the Philippines, efects on the
economy will be felt through major channels such as the
commodities market, the fnancial market, investments,

and their impact on the country’s fscal health.

Currently, commodity prices are being driven up

as Ukraine's and Russia's main trading partners—
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predominantly the European Union (EU)—are looking
to trade with other countries, such as the United States
(US) and China. Moreover, interest rates or the cost of
borrowing is also on an expected surge due to monetary
tightening of the world's central banks, the US Federal

Reserve in particular.

As for the impact on the country's fscal health, the
continuing Russia-Ukraine war also means that the
Philippine national government will have to cough up
additional support to protect vulnerable citizens and
critical sectors most afected by the crisis.

Living with the COVID-19 virus. While the threat of
the COVID-19 pandemic continues, there is still an
opportunity to manage cost of living. Rewing up the
economy depends largely on whether consumers enjoy a
degree of mobility in the coming months and businesses

generate outsized profts.

Increasing foot tra®c and receipts from local and foreign
tourists by easing of economic restrictions will boost
economic recovery, following the two-year slowdown
caused by the pandemic. On the other hand, the national
government should also ensure that the public continues
to be cautious about COVID-19, especially with the return
of students to face-to-face classes and as protocols relax

on the wearing of face masks outdoors.

Strategies for Growth

The Marcos Jr. Administration is proposing the following
realistic and achievable medium-term macroeconomic

and fscal objectives:

e 6.5to 7.5 percent real GDP growth in 2022; 6.5
to 8 percent real GDP growth annually between
2023 to 2028

e 9 percent (i.e., single-digit) poverty rate by 2028

e 3 percent NG defcit to GDP ratio by 2028

e 60 percent NG debt-to-GDP ratio by 2025

e 5 to 6 percent infrastructure spending-to-GDP
ratio annually between 2023 — 2028

e $4,046 income (GNI) per capita (e.g., attainment
of upper-middle income status)

These will be achieved through the fscal consolidation
strategy under the Medium-Term Fiscal Framework
for FY 2022 to 2028 that is characterized by increasing
revenue eforts through tax policy and tax administration
reforms, as well as by decreasing the defcit trajectory

over the medium-term.

The revenue efort of the government is programmed
to improve over the medium term from 15.2 percent of
GDP (Php 3.304 trillion) in 2022 to 17.6 percent of GDP
(Php 6.589 trillion) in 2028. Defcit, on the other hand,
is targeted to gradually reach pre-pandemic levels of
3.0 percent of GDP in 2028 from this year's 7.6 percent
of GDP. The national government's debt-to-GDP ratio
is seen to decrease from this year's estimate of 62.0
percent of GDP to 51.2 percent by 2028.

As for government disbursements, these will remain
above 20.0 percent of GDP over the entire plan period,
with an annual growth rate of 7.7 percent on the
average for 2023 to 2028. Priority shall be given to the
implementation of infrastructure development and
socioeconomic programs. Also, infrastructure spending
is projected to average between 5.0 to 6.0 percent of
GDP.

The fFscal program is aligned with the 8-point

socioeconomic agenda for the near- and medium-term:

e Ensure food security

e Reduce transport and logistics cost
e Reduce energy cost (to families)

e Sound fscal management

e Tackle health

e Safely reopen face-to-face education
e Strengthen social protection

e Enhance bureaucratic efciency
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These are the macroeconomic environment and
macroeconomic targets for the economic transformation
necessary to achieve the administration’s Agenda for
Prosperity.
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Fiscal Strategy

The MarcosJr. Administration’s fscal strategy is characterized by acommitment to responsible behavior,
sticking to a Fxed tax and spending plan aimed to provide Filipinos the prosperity they deserve.

The FY 2021 Fiscal Performance

For the full year 2021, the national government spent a
total of Php 4.676 trillion, a 10.6-percent increase from
its 2020 level of Php 4.227 trillion. However, lower-than-
programmed interest payments, maintenance spending,
subsidy, personnel services, and net lending have kept
actual total disbursements below the programmed level
of Php 4.737 trillion for the full year of 2021. Thisis despite
the signifcant growth in spending for infrastructure and
other capital outlays (CO) and Personnel Services (PS),
which grew by Php 213.5 billion (31.3 percent) and
Php 110.1 billion (9.3 percent), respectively.

The better-than-expected disbursement performance of
the infrastructure and other capital outlays was due to
the combined efects of a lower base in 2020 following
the discontinuance of some capital outlay projects whose
implementation were afected by the pandemic (pursuant
to the Bayanihan | and Il); and the faster implementation
of various infrastructure projects of the Department of
Public Works and Highways (DPWH) nationwide (e.g. road
network, food control, construction of multi-purpose
buildings), and the aviation and rail transport foreign-
assisted projects of the Department of Transportation
(DOTr) (e.g. Tacloban, Kalibo, and Bukidnon Airport
Projects, Metro Manila Subway Project Phase I) amid the
relatively looser quarantine restrictions in 2021. Other
contributors included the Revised AFP Modernization
Program (RAFPMP) of the Department of National
Defense (DND) and the Health Facilities Enhancement
Program (HFEP) of the Department of Health.

Total infrastructure disbursements peaked at Php 1.124
trillionin 2021 equivalent to 5.8 percent of Gross Domestic
Product compared with the Php 869.9 billion in 2020

(4.8 percent of GDP), and also represented a 10.2 percent
increase over the Php 1.019 trillion programmed (5.6
percent of GDP) for 2021. The amount already included
disbursements for the infrastructure components of
subsidy, equity releases to Government-Owned and/or
-Controlled Corporations (GOCCs), and transfers to Local

Government Units (LGUs).

The implementation of the second tranche of salary
adjustment under the Salary Standardization Law (SSL)
V, pension and retirement claims, pension diferential
of the military uniformed personnel, and creation
and flling-up of unflled positions in various agencies
enabled expenditures for PS to grow by 9.3 percent
from Php 1.179 trillion in 2020 to Php 1.289 trillion in
2021. However, this is still below the Php 1.301 trillion
programmed level for 2021.

Other spending items which posted positive growth rates
in 2021 are as follows:

e Combined allotment and capital transfers to
LGUs (Php88.2billionincrease; 11.0 percentyear-
on-year) on account of higher Internal Revenue
Allotment of LGUs, releases for the annual block
grant to the Bangsamoro Autonomous Region in
Muslim Mindanao (BARMM), and releases from
the Local Government Support Fund - Support to

Barangay Development Program (LGSF-SBDP);

e Interest payments (Php 49.0 billion; 12.9 percent)
due to coupon payment for FY 2020 and 2021

issuances and discount from reissuances; and
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e Equity (Php 34.7 billion; 271.0 percent) with
the release of capital infusions to Government
Financial Institutions (GFIs) in line with the
continued implementation of Bayanihan 1l during
the frst quarter of 2021.

As for revenue performance, the national government
was able to collect Php 3.006 trillion in 2021, Php 149.6
billion higher than the Php 2.856 trillion posted in 2020.

Tax collections represented 91.3 percent of the total

collections at Php 2.743 trillion and an improvement
from its 2020 performance of Php 2.504 trillion. The
gradual lifting of quarantine restrictions that allowed
more economic activities enabled the Bureau of Internal
Revenue and the Bureau of Customs to gradually

increase their collections.

Non-tax revenues, on the other hand, amounted to
Php 262.9 billion in 2021, 25.2 percent lower compared
with the Php 351.5 billion posted in 2020. For 2021,

Table 1. Full Year 2021 Fiscal Performance

(in billion Pesos)

2020 2021 Variance Increase/(Decrease)
Particulars
Actual Program! Actual Amount Percent Amount Percent
Revenues 2,856.0 2,881.5 3,005.5 124.0 4.3 149.6 52
Disbursements 4,227.4 4,737.1 4,675.6 (61.5) (1.3) 448.2 10.6
Current Operating Expenditures 3,326.4 3,679.7 3,493.9 (185.8) (5.0) 167.5 5.0
Personnel Services 1,178.5 1,301.1 1,288.6 (12.5) (1.0) 110.1 9.3
MOOE 885.4 945.4 883.0 (62.4) (6.6) (2.5) (0.3)
Subsidy 229.0 231.4 184.8 (46.6) (20.2) (44.3) (19.3)
Allotment to LGUs 620.0 655.8 671.4 15.6 24 51.4 8.3
Interest Payments 380.4 531.5 429.4 (102.1) (19.2) 49.0 12.9
Tax Expenditure 33.1 14.5 36.7 22.2 153.2 3.6 11.0
Capital Outlays 878.9 1,028.7 1,163.9 135.1 13.1 285.0 324
Infrastructure and Other CO 681.5 761.2 895.1 133.9 17.6 213.5 31.3
Equity 12.8 56.8 47.5 (9.3) (16.3) 34.7 271.0
Capital Transfers to LGUs 184.6 210.8 221.3 10.5 5.0 36.7 19.9
Net Lending 22.1 28.7 17.9 (10.8) (37.7) (4.2) (19.2)
Surplus/(Deficit) (1,371.4)  (1,855.6) (1,670.1) 185.5 (10.0) (298.7) 21.8
" Program approved by the DBCC on its 179" Meeting on May 18, 2021
Memo Items:
Infrastructure Program 869.9 1,019.1 1,123.6 104.5 10.2 253.7 29.2
% of GDP 4.8 5.1 5.8
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the Bureau of the Treasury (BTr) posted lower income
because of non-recurrent receipts which were collected
in 2020, particularly the dividends from government
corporations, as mandated under Bayanihan | to help
fund the government's response against the pandemic.

The national government was able to control the growth
of the defcit, ending the year at Php 1.670 trillion which
is 10 percent below the programmed level of Php 1.856
trillion. However, compared with the Php 1.371 trillion
registered in 2020, the 2021 defcit is still 21.8 percent
higher.

The FY 2022 Fiscal Position

Forthe period ofjanuarytoJuly 2022, national government
disbursements amounted to Php 2.797 trillion, larger
by Php 213.4 billion or 8.3 percent year-on-year. This
robust spending was driven mainly by the combined
allotment (Php 483.0 billion) and capital transfers to LGUs
(Php 134.8 billion), which increased by Php 102.6 billion or 19.9
percent. These included higher National Tax Allotment,
and the Annual Block Grant, Special Development Fund,
and Share in Taxes, Fees and Charges collected in the
Bangsamoro Autonomous Region in Muslim Mindanao.

Other signifcant spending drivers for the period were PS
expenditures, growing by Php 76.2 billion or 11.2 percent
with the implementation of the third tranche of the Salary
Standardization Law V; infrastructure and other capital
outlays, upped by Php 55.5 billion or 11.1 percent due
to the payments made by the DPWH for its completed
and partially completed infrastructure projects, and the
implementation of the RAFPMP of the DND; and interest
payments, higher by Php 41.7 billion or 15.6 percent on
account of coupon payments and discounts from bond

issuances of the government.

Meanwhile, disbursements for equity, subsidy, and
MOOE posted lower levels compared with the previous
year's level. Equity was lower by Php 45.2 billion or 98.4
percent due to the completion of the Php 45.0 billion
equity infusion to Government Financial Institutions
(GFIs) for their credit assistance and lending programs
under the Bayanihan I last year. Meanwhile, subsidy
was lower by Php 19.4 billion or 20.5 percent mainly
due to the timing of releases to the Philippine Health
Insurance Corporation (PHIC). Also, the decline in MOOE
was attributed to the timing of social assistance program

payouts and the procurement of COVID-19 vaccines.

The lower MOOE disbursement level was only partially
ofset by the spending of the Commission on Elections
(COMELEC) for the conduct of the 2022 National and
Local Elections (NLE), as well as the Department of
Transportation (DOTr) for its Service Contracting Program
and Fuel Subsidy Program.

Outlook for the Rest of the Year as of end-July 2022.
The remaining balance of this year's Php 5.024 trillion
obligation program amounts to Php 327.5 billion or 6.5
percent.

which
growth of disbursements for the remainder of the year

Government expenditures could support
include the requirements for the Universal Access to
Quality Tertiary Education (UAQTE) Program and other
scholarship programs of the Department of Education
(DepEd), Commission on Higher Education, and State
Universities and Colleges with the ongoing 2022-
2023 academic or school year; billings from various
completed/partially-completed infrastructure projects;
creation and flling of positions in the DND, Philippine
National Police, and DepkEd; release of targeted subsidies
such as the Targeted Cash Transfer (TCT) Program of the
Department of Social Welfare and Development, and
the implementation of the Libreng Sakay Program of the
DOTr which was extended until December 31, 2022 per

the President’s directive.
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Table 2. National Government Disbursements
for the Period January to July, 2021 and 2022
(Amount in billion Pesos, unless otherwise indicated)

/! ! | |
January to July

Expenditure Class Increase/(Decrease)
2021 2022
Amount Percent

Current Operating Expenditures 1,905.2 2,087.3 182.0 9.6
Personnel Services 678.9 755.2 76.2 11.2
MOOE 456.4 444.7 (11.7) (2.6)
Subsidy 94.4 75.0 (19.4) (20.5)
Allotment to LGUs 388.7 483.0 94.3 24.3
Interest Payments 267.6 309.3 41.7 15.6

Tax Expenditure Fund 19.3 20.1 0.8 4.2

Capital Outlays 671.9 690.4 18.6 2.8
Infrastructure and Other CO 499.4 554.9 55.5 11.1
Equity 46.0 0.7 (45.2) (98.4)

Capital Transfers to LGUs 126.5 134.8 8.3 6.6
Net Lending 6.6 19.4 12.8 194.5

Memo Items:

Infrastructure Disbursements? 625.2 697.6 72.3 11.6

”Includes estimated National Government (NG) infrastructure disbursements, and infrastructure components of subsidy and equity to GOCCs
and transfers to LGUs
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The Medium-Term Fiscal Program

The Medium-Term Fiscal Framework (MTFF) supports
the Marcos Jr. Administration’s fscal consolidation
strategy to help attain its socio-economic development
agenda. Mindful of the risks of high debt levels on
growth and sustainability, it will be characterized by
increasing revenue collections through tax policy and
tax administration reforms, as well as declining defcit

trajectory over the medium term.

Revenues are projected to reach Php 6.589 trillion or 17.6
percent of GDP in 2028, from this year's Php 3.304 trillion

or 15.2 percent of GDP. Meanwhile, the defcit is expected
to reach the pre-pandemic levels beginning 2027 at 3.2
percent of GDP before closing in at 3.0 percent of GDP by
2028. This is in contrast to the 8.6 percent of GDP actual
defcit in 2021 and the 7.6 percent of GDP program for
this year.

Robust revenue collections will enable the government
to sustain disbursements above 20.0 percent of GDP
on the average over the entire plan period despite the
declining defcit path. The higher disbursements is due
to increased spending for infrastructure and interest
payments. In fact, infrastructure spending is projected to

Table 3. Medium-Term Fiscal Program?, 2022-2028

(in billion Pesos)

2021 2022 2023 2024 2025 2026 2027 2028
Particulars
Actual Program Projections
Revenues 3,005.5 3,304.1 3,632.9 4,062.6 4,576.8 5,155.3 5,821.4 6,589.0
% of GDP 15.5% 15.2% 15.3% 15.6% 16.0% 16.5% 17.0% 17.6%
Growth Rates 5.2% 9.9% 10.0% 11.8% 12.7% 12.6% 12.9% 13.2%
Disbursements 4,675.6 4,954.6 5,085.8 5,402.0 5,759.7 6,249.6 6,916.0 7,711.7
% of GDP 24.1% 22.9% 21.4% 20.7% 20.2% 20.0% 20.2% 20.6%
Growth Rates 10.6% 6.0% 2.6% 6.2% 6.6% 8.5% 10.7% 11.5%
Surplus/(Deficit) (1,670.1)  (1,650.5) (1,452.9) (1,339.4) (1,182.8) (1,094.3) (1,094.6) (1,122.7)
% of GDP -8.6% -7.6% -6.1% -5.1% -4.1% -3.5% -3.2% -3.0%
Memo Items:
Nominal GDP 19,410.6  21,672.8 23,7552  26,065.8 28,578.8 31,266.7 34,207.4 37,424.7
Infrastructure
Program? 1,123.6 1,199.5 1,180.2 1,297.2 1,423.0 1,644.1 1,945.5 2,327.0
% of GDP 5.8% 5.5% 5.0% 5.0% 5.0% 5.3% 5.7% 6.2%

" Approved by the DBCC via Ad Referendum dated August 19, 2022.
Z Indicative and subject to updating. Projections pertain to dibursements from NG infrastructure, infrastructure subsidy/equity to GOCCs,

and transfers to LGUs intended for infrastructure activities. Includes payables from current year’s budget and prior year’s obligations.
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reach between 5.4 percent of GDP to 6.3 percent of GDP
for the next six years. Also contributing to the increase in
projected disbursements is the expected improvement
in the utilization ratios of national government agencies
consistent with the implementation of the Cash

Budgeting System.

Table 4. Breakdown of Revenues
(in million Pesos)

19

Alongside faster economic growth, the national
government's debt-to-GDP ratio is also seen to decrease
from this year's estimate of 62.0 percent of GDP and
reach less than 60 percent by 2025. It is projected to

further decline to 51.2 percent by 2028.

2021 2022 2023 2024 2025
Particulars
Actual Program Projection Projection Projection
Tax Revenues 2,742,721 3,139,597 3,464,134 3,887,762 4,395,192
BIR 2,078,145 2,392,587 2,670,365 3,053,770 3,498,689
BOC 643,563 721,520 765,586 803,241 862,967
Others 21,013 25,490 28,183 30,751 33,536
Non-Tax Revenues 262,496 163,989 168,279 174,381 181,152
BTr 125,332 59,376 58294 55,813 54,001
Fees and Charges 31,690 40,273 48,856 57,439 66,022
Others 105,474 64,340 61,129 61,129 61,129
Privatization 322 500 500 500 500

% of GDP 15.5% 15.2%

15.3% 15.6% 16.0%

% of Growth 5.2% 9.9%

10.0% 11.8% 12.7%

Note: Figures may not add up due to rounding off.



20 DEPARTMENT OF BUDGET AND MANAGEMENT

Financing the FY 2023 Budget

The Marcos Jr. Administration’s fscal policy is committed
to responsible behavior through its MTFF—a fxed tax
and spending plan aimed at providing Filipinos with the
prosperity they deserve. Hence, the FY 2023 proposed
national budget is supported by a realistic fnancing plan

under the government's fscal consolidation strategy.

Revenues

For FY 2023, the national government expects revenues
to improve by 10 percent to Php 3.633 trillion from this
year's program level of Php 3.304 trillion. Representing
15.3 percent of the GDP, this is higher than the 2021
revenue-to-GDP ratio of 15.2 percent.

Of the total revenues nextyear, 99.4 percent, or Php 3.464
trillion, will be in the form of tax revenues. The Bureau of
Internal Revenue will generate the bulk of this amount
with Php 2.670 trillion, while the rest will be contributed
by the BOC with Php 765.6 billion, and other o¥ces (e.g.,
Motor Vehicle Tax of the Land Transportation Ofce, Fire
Code Tax and Immigration Tax) with Php 28.2 billion.
Non-tax revenues, on the other hand, will amount to
Php 168.3 billion, while the sale of government assets is
expected to generate some Php 500 million.

Bulk of the total Php 3.464 trillion tax revenues for 2023,
Php 1.387 trillion or 40.1 percent, will come from taxes
on domestic goods and services. This represents an
increase of 14.9 percent from this year's expected level
of Php 1.208 trillion. Taxes on net income and profts
represent the second biggest tax revenue sources with

Table 5. National Government Financing, 2021-2023

(in million Pesos)

Particulars 2021 2022 2023
Deficit 1,670,100 1,650,509 1,452,922
Gross Borrowings 2,579,222 2,211,777 2,207,000
External (Gross) 568,688 561,477 553,500
Less: Amortization 237,187 133,214 122,464
External (Net) 331,481 428,263 431,037
Domestic (Gross) 2,010,554 1,650,300 1,653,500
Less: Amortization 89,855 3,392 2,017
Domestic (Net) 1,920,699 1,646,908 1,651,483
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Php 1.296 trillion or 37.4 percent of the total. Other
sources of tax revenues are international and domestic
trade transactions (Php 765.6 billion) and properties
(Php 15.2 billion).

Meanwhile, non-tax revenues for 2023 will be driven
mainly by collections in the form of fees and charges,
Php 48.9 billion; income of the national government
collected by the BTr, Php 32.0 billiont; income from
Treasury operations of the BTr, Php 26.3 billion;
Malampaya royalties, Php 20.2 billion; and other non-tax
revenues, Php 40.9 billion.

Debt Management and Borrowings

As part of its fscal consolidation strategy for 2023, the
Marcos Jr. Administration aims to reduce the defcit as
a percentage of the country's GDP to 6.1 percent from
the 7.6 percent target this year. This is consistent with its
medium-term fscal policy framework built on prudent
and sustainable fnancing policy.

Meanwhile, the national government's debt-to-GDP
ratio is seen to decrease from this year's estimate of
62.0 percent of GDP and reach less than 60 percent by
2025. It is projected to further decline to 51.2 percent by
2028. With this plan of downward trajectory for the debt-
to-GDP ratio, the defcit is expected to reach the pre-
pandemic levels beginning 2027 at 3.2 percent of GDP
before closing in at 3.0 percent of GDP by 2028. Thisis in
contrast to the 8.6 percent of GDP actual defcit in 2021
and the 7.6 percent of GDP program for this year.

This debt management and borrowing strategy will see
a borrowing mix of 75:25 in favor of domestic sources
to balance the need to explore new markets for the
country's fnancing requirements and the need to

minimize exposure to foreign exchange fuctuations.

For FY 2023, gross fnancing is set at Php 2.207 trillion
to fnance the programmed budget defcit amounting

to Php 1.453 trillion, which is 12.0 percent lower than the

programmed total net fnancing of Php 1.651 trillion this year.

Projected Disbursements for FY 2023

For the frst time, disbursements of the national
government is projected to breach the Fve-trillion-
peso mark in 2023 at Php 5.086 trillion compared to
this year's program of Php 4.955 trillion. This spending
plan represents 21.4 percent of the country’s GDP and
consists higher levels of infrastructure disbursements.

Disbursements for infrastructure will amount to
Php 1.281 trillion for 2023, equivalent to 5.0 percent
of GDP. The infrastructure program includes estimated
disbursements from infrastructure programs/projects
of the national government, and the infrastructure
components of transfers to LGUs and subsidy/equity to
GOCCs.

The expected robust disbursement program will also
focus on supporting investments in human capital
development to accelerate post-pandemic recovery.
In particular, budgetary outlays for education, health,
and social protection are prioritized in 2023 which will
provide long-term solutions to address the issues of
malnutrition, access to health services, improvement in
the quality of education and employability, and reduction

of vulnerability and poverty.

The national government's cash requirements for
next year will be supported by revenues amounting to
Php 3.633 trillion representing 15.3 percent of GDP.
The resulting defcit will amount to Php 1.453 trillion,
equivalent to 6.1 percent of GDP. This defcitis lower than
the 8.6 and 7.6 percent of GDP in 2020 and estimated for

this year, respectively.

Endnote:

" Includes Dividends on Shares of Stocks (Php 16.0 billion); NG Share
from Philippine Amusement and Gaming Corporation Income (Php
15.0 billion); NG Share from MIAA Proft (Php 542 million); and NG
Share from Airport Terminal Fee (Php 377 million)
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lll. DIMENSIONS OF THE NATIONAL
EXPENDITURE PROGRAM

The proposed Php 5.268 Trillion Cash Budget for 2023 of the Marcos Jr. Administration supports
inclusive and sustainable development by assuring the delivery of needed social and economic services,
ensuring that no one is left behind in the country’'s continuous economic expansion.

This next portion will expound on the composition and content of the FY 2023 proposed Cash Budget,

based on diferent perspectives and dimensions.

By Sector

A sector breakdown is helpful in identifying the main
priorities and thrusts of the administration. It presents
the intervention strategies and programs that the
government will support and fund for implementation,
in order to achieve these within the fscal year. There
are two systems under this type of classifcation: frst
is the traditional method, which groups expense items
under fve (5) sectors, while the second is through the
Classifcation of the Functions of Government, more

popularly known as the COFOG system.

Traditional System

The Budget, when broken down by sector, provides
a simple and basic presentation of the program and
means to achieve the national governments goal of
economic transformation within the budget year. For
2023, the government continues to provide the largest
share for social services (education, health, welfare and
housing), followed by economic programs (agriculture,
transportation, tourism and industry services), while
keeping debt payments and overhead expenses in check.

The budget pie is divided by sector as follows: Social
Services, 39.2 percent; Economic Services, 29.2 percent;
General Public Services, 15.3 percent; Defense, 4.7

percent; and Debt Burden, 11.6 percent.

Social Services. In the FY 2023 proposed National
Budget, the Social Services Sector receives the largest
share of the Budget as it aims to address the people’s
basic needs, such as quality primary and secondary
education following national and international standards,
more sufcient and adequate rural health facilities
for preventive health care, and relevant social welfare
services, such as socialized housing.

Education, culture, and manpower development,
representing one of the largest of the budget sub-
sectors, is allotted Php 902.8 billion. About Php 515.5
billion is programmed for social security, welfare and
employment to provide the appropriate social response
to reduce vulnerability, reinvigorate job creation and
reduce poverty. The Php 308.2 billion budget for the
health subsector will augment funding for various
programs and projects of the Department of Health and

the Philippine Health Insurance Corporation.

Economic Services. Aside from ensuring provisions for
basic needs, the FY 2023 proposed National Budget also
refects the urgency to further strengthen and spur the
economy. The 8-Point Socioeconomic Agenda has set
rapid and sustained economic expansion as another top
priority of the Marcos Jr. Administration since sustainable
growth is a necessary condition in reducing poverty and

ensuring inclusive development.
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The FY 2023 proposed National Budget sets aside Php 1.538
trillion for Economic Services. Of this amount, Php 828.5 trillion
will fnance communications, roads, and other transport; while

about about Php 311.4 billion represents subsidy to LGUs.

To realize the potential of agri-based industry as one
major drivers of economic growth and poverty reduction,
some Php 200.3 billion is allocated for agriculture and
agrarian reform. The amount seeks to maximize the
production of key commodities by focusing an integrated
set of infrastructure, credit and extension support on
production provinces. More notably, it also aims to
enhance agricultural value added by systematically
linking farmers and fshers to markets and industries.

General Public Services. To keep overhead expenses
in check, General Public Services will receive Php 805.6
billion. This amount accounts for 15.3 percent of the
total proposed National Budget.

About Php 343.5 billion goes to public order and safety.
Among its recipients is the Department of the Interior and
Local Government, which will be provided a hefty budget
to ensure the efective supervision of the functions on
police matters. Also, some Php 172.0 billion will be set
aside for general administration, which includes budgets
for programs to ensure sound fscal management, good

governance, and efcient lawmaking, among others.

Defense. The Php 249.9 billion for this sector represents
4.7 percent of the proposed National Budget and is
higher than this year's Php 221.1 billion. This will ensure
domestic security.

Debt Burden. The debt burden—which includes interest
payments on the national government's domestic
and foreign debt as well as net lending or advances
to government corporations for their debt that are
guaranteed by the national government—totals Php 611.0
billion. Some Php 582.3 billion will go to Debt Service-
Interest Payments, while Php 28.7 billion is allocated for

net lending.

COFOG System

Sectoral distribution using the Classifcation of the
Functions of Government (COFOG) system enables the
government to report and compare data on expenditures
in relation with other nations adopting the same
functional classifcation. Unlike the traditional system,
COFOG considers the multiplier efect of an agency's

contributions to various sectors.

General Public Services. Bulk of the allocations under
COFOG is devoted to General Public Services, with
Php 2.292 trillion or 45.6 percent of the proposed
FY 2023 National Budget allocated for this purpose.
This will be used to cover expenses for lawmaking,
fscal management, foreign afairs, and other regulatory
services. The top three recipient subsectors under this
function are: (1) executive and legislative organs, fnancial
and fscal afairs, with Php 898.4 billion; (2) public debt
transactions with Php 596.8 billion; and (3) general
services with Php 699.6 billion.

Education. Education comes second, with an allocation of
Php 831.8 billion, or 16.6 percent of the proposed Budget,
which is higher by 7.5 percent than the previous year's
Php 773.5 billion. Key funding priorities include, among
others, the Php 309.2 billion for pre-primary and primary
education, Php 291.5 billion for secondary education,
Php 97.7 billion for tertiary education, and Php 13.2
billion for post-secondary non-tertiary education.

Economic Affairs. To sustain the thrust to further boost
economic recovery, the Economic Afairs sector is
given Php 802.3 billion or 16.0 percent of the proposed
Budget for 2023 to fnance activities that will build the
competitiveness and productivity of industries and
provide more economic opportunities in provinces and
rural areas. This represents a 7.4 percent growth from
the Php 747.3 billion allocation provided for this sector in
2022. Transport will receive the largest share at
Php 596.7 billion, in view of the Administration’s fagship
Build, Better, More Program. Agriculture, forestry, fshing,
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and hunting, on the other hand, will receive Php 160.7
billion, to ensure food security and adequate food supply
even amid the ongoing pandemic

Social Protection. To ensure the distribution of benefts
to targeted households and individuals in order for them
to overcome or adapt to situations that negatively impact
their quality of life, some Php 512.3 billion is earmarked
for Social Protection. This amount includes the
Php 115.6 billion subsidy for the Pantawid Pamilyang
Pilipino Program (4Ps) of the DSWD; Php 75.7 billion for
survivors (gender and development, internally displaced
persons, and disaster relief assistance); Php 25.5 billion
for old-age benefts; and Php 21.0 billion unemployment
assistance. Also, Php 23.7 billion is set aside for the
provision of monthly cash assistance amounting to

Php 500.00 for 3.8 million indigent senior citizens.

Health. Some Php 299.0 billion will be provided for the
Health sector to bolster the capacity of the national
health system. The amount represents an increase of 7.9
percent over its 2022 allocation of Php 277.0 billion. The
bulk of the Health budget is earmarked for the health
insurance subsector, with Php 100.2 billion provided to
ensure every Filipino’s access to quality and afordable
health services through the National Health Insurance
Program (NHIP). Hospital and Public Health Services will
receive Php 12.0 billion and Php 5.1 billion, respectively,
to fund the operations of general and specialty hospitals,
maternity centers, nursing homes, military base hospitals,
rehabilitation centers, barangay health stations, and

rural health units, among others.

Public Order and Safety. To sustain and strengthen the
Administration's crime-fghting and peace-promoting
initiatives in 2023, Php 278.9 billion is set aside for Public
Order and Safety. Thisamountis equivalentto 5.6 percent
of the total proposed National Budget and higher by 3.1
percent than its 2022 budget of Php 270.4 billion. Police
services will get the highest share of the public order and
safety budget at Php 180.5 billion, followed by courts of
law at Php 37.0 billion, fre protection services at Php 23.7
billion, and prisons at Php 23.9 billion.

Defense. Defense will get Php 219.0 billion for 2023 under
COFOG, to enhance the Philippine military's combat and
defense capabilities, as well as its pandemic and hazard
preparedness. Major components of the Defense sector
budget include military defense (Php 216.5 billion) and
civil defense (Php 2.3 billion).

Housing and Community Amenities. Housing and
Community Amenities is allocated some Php 7.5 billion in
2023, lower than this year's level of Php 10.4 billion. This
reduced allocation is attributable to the lower provisions
for water supply, amounting to Php 4.4 billion (from
Php 6.2 billion) and housing development amounting
to Php 727 million (from Php 1.9 billion). However, the
community development subsectors are to receive a
larger budget allocation for 2023, with Php 2.4 billion
from only Php 2.2 billion this year.

Environmental Protection. To promote sustainable
development and reduce the hazardous impacts of
climate change, some Php 20.9 billion is provided for
Environmental Protection. Mainly, it will support the
services and measures implemented by the Department
of Environment and Natural Resources (DENR) and other
pertinent agencies to control and minimize pollution on
the country’s natural resources and preserve ecological
integrity and diversity. The budget is broken down among
the subsectors as follows: protection of biodiversity and
landscape (Php 8.6 billion), waste management (Php 3.0
billion), and pollution abatement (Php 2.7 billion).

Recreation, Culture, and Religion. Recreation, Culture,
and Religion will receive a total of Php 3.8 billion in 2023
to ensure the preservation and promotion of Philippine
culture and heritage. The subsector under this function
with the highest share is cultural services (Php 1.7 billion),
followed by broadcasting and publishing services
(Php 646 million), and recreational and sporting
services (Php 631 million), among others.
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Table 1. Budget by Sector (COFOG System), 2022-2023
(in thousand Pesos, unless otherwise inidicated)
! ! | [ | |

Increase/(Decrease) % Share
Particulars 2022 2023
Php % Growth 2022 2023
General Public Services 2,152,461,838 2,292,443,611 139,981,773 6.5 47.8 45.6
Executive and legislative organs,
1,043,658,359 898,411,712 (145,246,647) (13.9) 23.2 17.9
fnancial and fscal afairs
Public debt transactions 527,085,000 596,820,000 69,735,000 13.2 11.7 11.9
General Services 479,403,343 699,631,159 220,227,816 45.9 10.6 13.9
Education 773,460,974 831,780,280 58,319,306 7.5 17.2 16.6
Pre-primary and primary
) 296,909,053 309,222,220 12,313,167 4.1 6.6 6.2
education
Secondary education 248,876,248 291,455,129 42,578,881 17.1 55 5.8
Tertiary education 110,469,715 97,730,885 (12,738,830) (11.5) 2.5 1.9
Post-secondary non-tertiary
) 13,581,260 13,151,382 (429,878) (3.2) 0.3 0.3
education
Economic Affairs 747,296,332 802,597,489 55,301,157 7.4 16.6 16.0
Transport 590,288,976 596,699,368 6,410,392 1.1 13.1 11.9
Agriculture, forestry, fshing and
115,962,391 160,695,740 44,733,349 38.6 2.6 3.2
hunting
General economic, commercial,
13,173,037 18,323,895 5,150,858 39.1 0.3 04
and labor afairs
Social Protection 561,338,857 512,264,986 (49,073,871) (8.7) 12.5 10.2
Pantawid Pamilya Program 107,669,942 115,610,480 7,940,538 7.4 24 2.3
Survivors (Gender and
Development, Internally Displaced
76,051,667 75,650,483 (401,184) -0.5 1.7 1.5
Persons, and Disaster Relief
Assistance)
Unemployment (Labor Standards,
Minimum Wages, Emergency 31,745,868 20,979,627 (10,766,241) (33.9) 0.7 0.4
Employment, etc.)
Old age (Senior citizens) 25,246,766 25,483,169 236,403 0.9 0.6 0.5
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(continuation of Table 1.)
! ! | [ |

Increase/(Decrease) % Share
Particulars 2022 2023
Php % Growth 2022 2023
Health 277,039,519 298,972,738 21,933,219 7.9 6.1 6.0
Health insurance 79,990,955 100,233,414 20,1242,459 25.3 1.8 2.0
Hospital services 72,922,882 11,962,699 (60,960,183) (83.6) 1.6 0.2
Public health services 82,603,063 5,065,494 (77,537,569) (93.9) 1.8 0.1
Public Order and Safety 270,462,137 278,870,859 8,408,722 3.1 6.0 5.6
Police services 177,357,469 180,458,420 3,100,951 1.7 3.9 3.6
Courts of Law 33,767,377 36,981,101 3,213,724 9.5 0.7 0.7
Prisons 23,139,759 24,491,204 1,351,445 5.8 0.5 0.5
Fire-protection services 23,390,590 23,941,671 551,081 24 0.5 0.5
Defense 201,481,614 218,920,621 17,439,007 8.7 4.5 4.4
Military defense 198,534,412 216,496,507 17,962,095 9.0 4.4 4.3
Civil defense 2,686,471 2,263,626 (422,845) (15.7) 0.1 0.0
Housing and Community
. 10,432,961 7,501,257 (2,931,704) (28.1) 0.2 0.1
Amenities
Water supply 6,164,739 4,395,639 (1,769,100) (28.7) 0.1 0.1
Community development 2,160,019 2,367,218 207,199 9.6 0.0 0.0
Housing development 1,933,187 726,528 (1,206,659) (62.4) 0.0 0.0
Envionmental Protection 24,938,578 20,893,459 (4,045,119) (16.2) 0.6 0.4
Protection of biodiversity
9,610,976 8,595,191 (1,015,785) (10.6) 0.2 0.2
and landscape
Waste management 4,647,306 3,036,712 (1,610,594) (34.7) 0.1 0.1
Pollution abatement 2,834,003 2,747,921 (86,082) (3.0) 0.1 0.1
Recreation, Culture,
. 4,687,190 3,754,700 (932,490) (19.9) 0.1 0.1
and Religion
Cultural services 2,055,588 1,748,004 (307,584) (15.0) 0.0 0.0
Broadcasting
o ) 697,515 646,443 (51,072) (7.3) 0.0 0.0
and publishing services
Recreational and sporting services 1,263,862 630,759 (633,103) (50.1) 0.0 0.0
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By Expense Class

Expenditure items in the National Budget may be grouped
into four general categories or expense class. These
are based on economic classifcations or the process/
inputs involved in the fulfllment of the government's
responsibilities, including but not limited to the delivery
of goods and services. These are Personnel Services (PS),
Maintenance and Other Operating Expenses (MOOE),
Capital Outlays (CO), and Financial Expenses (FinEx).

MOOE takes the largest slice of the FY 2023 proposed
National Budget at Php 2.042 trillion or 38.8 percent.
PS comprises Php 1.621 trillion or 30.8 percent of the
proposed National Budget, CO with Php 1.022 trillion
or 19.4 percent, and FinEx with Php 583.2 billion or 11.1
percent.

Maintenance and Other Operating Expenses. This
expense class primarily consists of the following: (1)
budgetary support for the day-to-day operations of
government agencies, such as expenses for supplies
and materials, transportation, travel, water and power
utilities, and repairs/maintenance; (2) allocations for the
implementation of banner government programs and
services; (3) subsidies to Government-Owned and/or
-Controlled Corporations (GOCCs); and (4) allocations to
local government units (ALGU).

The MOOE allocation of Php 2.042 trillion for 2023
decreased by 2.1 percent compared with the 2022
amount of Php 2.085 trillion. Likewise, its share of the
budget pie also shrank from 41.5 percent in 2022 to 38.8
percent in 2023.

Lodged under MOOE are the increased budgetary
requirements for various social welfare and agriculture
programs, such as the Pantawid Pamilyang Pilipino
Program of the Department of Social Welfare and
Development or DSWD (Php 115.6 billion), National
Health Insurance Program of the Philippine Health
Insurance Corporation (Php 100.2 billion), Government

Assistance and Subsidies of the Department of Education

or DepEd (Php 53.2 billion), and National Rice Program
of the Department of Agriculture (Php 30.5 billion).

MOOE also includes the bulk of the ALGU, such as the
Php 820.3 billion National Tax Allotment and Php 74.4
billion subsidy for the Bangsamoro Autonomous Region

in Muslim Mindanao (BARMM), among others.

Personnel Services. A total of Php 1.621 trillion, or
30.8 percent of the proposed National Budget, is
allocated to pay for the salaries, benefts, pensions, and
other allowances of government civilian and military
employees, as well as the creation and flling of unflled

government positions.

The 15.4 percent increase in PS covers the requirements
for the implementation of the fourth and last tranche
of the Salary Standardization Law V and the National
Government Rightsizing Program.

Capital Outlays. For 2023, CO amounts to Php 1.022
trillion or equivalent to 19.4 percent of the proposed
National Budget, slightly higher than the Php 1.019
trillion provided in 2022. This allocation, which includes
the Php 28.7 billion net lending, covers the purchase of
goods and services, the benefts of which extend beyond
the fscal year and which add to the government's assets.

Also tucked under CO are funds for road and transport
infrastructure programs and projects of the Department
of Public Works and Highways and the Department of
Transportation. The infrastructure outlay requirements
of the Basic Education Inputs Program of the DepEd
and the Health Facilities Enhancement Program of the

Department of Health also fall under this expense class.

Financial Expenses. Some Php 583.2 billion is set aside for
the payment of management, supervision/trusteeship
fees, interest expenses, guarantee fees, bank charges,
commitment fees, and other fnancial charges incurred
by the government when owning or renting an asset or
property. The bulk of the proposed amount for FinEx, or
Php 582.3 billion, is intended for debt interest payments.
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Table 2. Budget by Expense Class, 2022-2023
! | |

2022 2023
% Increase/
Particulars Amount Amount Decrease
e % Share of o % Share of _( . )
(in billion (in billion in Allocation
the Budget the Budget
Pesos) Pesos)
MOOE 2,085.3 41.5 2,042.0 38.8 (2.1)
PS 1,405.3 28.0 1,621.3 30.8 15.4
CO (includes net lending) 1,019.2 20.3 1,021.6 19.4 0.2
FinEx 513.8 10.2 583.2 11.1 13.5

Note: Figures may not add up due to rounding off.

By Recipient Unit

For 2023, national government agencies (NGAs) are to
receive Php 3.499 trillion, representing 66.4 percent of
the FY 2023 proposed National Budget and registering
an 8.75 percent increase from last year's budget.

Subsidy for GOCCs amounts to Php 224.5 billion to fund
their priority programs and projects such as the National
Health Insurance Program and irrigation services, among
others.

Support for local government units (LGUs) represents
18.3 percent, or Php 962.2 billion, of the budget. This
consists primarily of the National Tax Allotment and the
block grant for the Bangsamoro Autonomous Region in
Muslim Mindanao.

The government will also allocate 11.1 percent of the
proposed National Budget, or Php 582.3 billion, for loan
repayments to creditors, including the corresponding
interest payments.

Table 3. Budget by Recipient Unit,
2021-2022
(in trillion Pesos)

Particulars 2022 2023

GAA NEP
NGAs 3.217 3.499
LGUs 1.084 0.962
Creditors 0.209 0.225
GOCCs 0.513 0.582

Note: Figures may not add up due to rounding off.
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By Department

The National Budget refects the top priorities identifed
and correspondingly ranked in the 8-Point Socioeconomic
Agenda of the Marcos Jr. Administration.

Education. Following the Constitutional provision and as
one of the 8-Point Socioeconomic Agenda of the Marcos
Jr. Administration, the DepEd continues to receive the
highest budgetary allocation, taking Php 710.7 billion of
the total National budget. The allocation proposed for
2023 ensures funding for the Government Assistance

and Subsidies, Php 53.2 billion; Flexible Learning Options,

Table 4. Top Priorities, 2022-2023
(in billion Pesos)

Php 19.4 billion; Basic Education Facilities, Php 9.8 billion;
Computerization Program, Php 8.9 billion, among others.

Tertiary education will be provided Php 128.5 billion to
continue the smooth implementation of the Universal
Access to Quality Tertiary Education Program (UAQTE).
For 2023, UAQTE has a funding of Php 47.4 billion shared
by the Commission on Higher Education (Php 25.8 billion),
State Universities and Colleges (Php 128.7 billion), and
Technical Education and Skills Development Authority
(Php 2.9 billion).

2022 Program

2023 Proposed

Particulars
Level Rank Level Rank

Education¥ 788.5 1 852.8 1
Public Works and Highways 788.6 2 718.4 2
Health? 2684 3 296.3 3
Interior and Local Government 251.3 4 253.1 4
National Defense 220.9 5 240.7 5
Social Welfare and Development 205.0 6 197.0 6
Agriculture® 132.2 7 184.1 7
Transportation 75.8 8 167.1 8
Judiciary 47.0 10 52.7 9
Labor and Employment 51.3 9 41.4% 10

” Commission on Higher Education, State Universities and Colleges, and Technical Education and Skills Development Authority

? Philippine Health Insurance Corporation

¥ DA’s attached agencies and corporations, Philippine Crop Insurance Corporation, and Department of Agrarian Reform

“ Department of Migrant Workers
Note: Figures may not add up due to rounding off.
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Public Works and Highways. As one of the vital
infrastructure-implementing agencies of the government,
the Department of Public Works and Highways (DPWH)
cameinsecondwith Php718.4billionto carry outthe Build,
Better, More Program of the Marcos Jr. Administration. In
particular, DPWH key projects for 2023 include, among
others, road networks (Php 398.5 billion), food control
systems (Php 212.2 billion), buildings (Php 52.3 billion),
and school buildings (Php 13.9 billion). Convergence
projects, or projects in partnership with other agencies,
include access roads and bridges to tourist destinations,
Php 15.7 billion; trade, industries, and economic zones,
Php 8.1 billion; airports, seaports, and railways, Php 2.3
billion; and national roads that link indigenous peoples’
communities, Php 1.7 billion.

Health. Taking the third spot, the Department of Health
will get Php 296.3 billion to implement primarily the
Universal Health Care Program and the improvement of
the country’s health care system capacity.

For 2023, Php 100.2 billion has been set aside for the
National Health Insurance Program to beneft 12.75
million indigents under the National Household Targeting
System; 8 million senior citizens pursuant to Republic Act
No. 10645 or the Expanded Senior Citizens Act of 2010;
143,424 unemployed persons with disability; 99,800
Tnancially-incapable

point-of-service patients; and

25,512 PAyapa at MAsaganang PamayaNAn benefciaries.

Interior and Local Government. The Department of
the Interior and Local Government (DILG) will receive
Php 253.1 billion in 2023. This will fund the operations
of the Philippine National Police to reduce crime rate
and increase crime solution e¥ciency. By expense
class, bulk of PNP's budget will pay the salaries of
its employees. Other major programs of the DILG
include, among others, ensuring transparency and
accountability of all LGUs; building LGU capacity to
become competitive and develop social protections for
marginalized groups; and enhancing LGU capacity for

disasters.

National Defense. Coming in Tfth place is the
Department of National Defense (DND), with a budget
allocation of Php 240.7 billion. DND'’s budget allocation
rose from the 2022 program level of Php 220.9 billion
due to the increase in allocation for the Revised Armed
Forces of the Philippines Modernization Program.

Social Welfare and Development. The allocation for
the DSWD amounts to Php 197.0 billion. For 2023, the
Pantawid Pamilyang Pilipino Program will receive
Php 115.6 billion to provide education and health grants
and rice subsidies for 4.4 million households. Meanwhile,
the total budget for social pensions of indigent senior
citizens amounts to Php 25.3 billion. Php 19.9 billion is
also allocated for the Protective Services for Individuals

and Families in DifFcult Circumstances.

Agriculture. A priority sector under the government's
8-Point Socioeconomic Agenda, the Department of
Agriculture (DA) is allocated some Php 184.1 billion. For
2023, the DA will continue to allocate a huge portion of its
budget to strengthen the resilience of the country’s food
systems, expand agricultural infrastructure, enhance

agricultural yields, and ensure food safety.

Transportation. As a major infrastructure agency, the
Department of Transportation (DOTr) comes in the
eight rank with Php 167.1 billion. The DOTr budget will
mostly go to transport infrastructure program in order
to enhance mobility and improve local transportation.
Notable projects include, among others, rail transport
with Php 114.0 billion; land public transport with Php 4.7
billion; air transport with Php 2.5 billion; and maritime

transport with Php 0.9 billion.

Judiciary. For 2023, the Judiciary is given Php 52.7 billion
to fund the operations of the Supreme Court and the
lower courts, as well as the construction of various Halls
of Justice under its Justice System Infrastructure Program
(JUSIP).



32 DEPARTMENT OF BUDGET AND MANAGEMENT

Labor and Employment. In Rank 10 is the Department of
Labor and Employment (DOLE) with a budget allocation
of Php 41.4 billion. Among the major programs under the
DOLE are the Php 18.4 billion Livelihood and Emergency
Employment Program; Php 10.0 billion Emergency
Repatriation Program (Department of Migrant Workers);
and Php 771 million Employment Facilitation Program.

By Special Purpose Funds

The Special Purpose Funds (SPFs) for 2023 amount to
Php 2.179 trillion, representing both disaggregated
and lump-sum funds which are allocated for specifc
purposes. However, these funds, particularly lump-
sum funds, are not yet distributed to the specifc
recipient-agencies during budget preparation. Thus,
specifc programs and projects can only be identifed
during the budget execution, based on the nature of
the fund. These are then made available for allocation
to agencies in addition to their built-in appropriations
during budget execution, pursuant to special provisions

and conditions pertaining to the SPF.

Special Purpose Funds
Nature and Purpose

Disaggregated SPFs

About Php 1.538 trillion of the proposed SPFs for 2023
have been disaggregated into specifc recipient agencies
and/or specifc programs and projects. These are the
Budgetary Support to Government Corporations (BSGC),
Allocations to LGUsY, the Miscellaneous Personnel

Benefts Fund, and the Pension and Gratuity Fund.

Lump-Sum SPFs

Of these SPFs, Php 641.6 billion are considered as lump-

sum funds.

By their nature, the Contingent Fund, National Disaster
Risk Reduction and Management Fund (NDRRMF), Tax
Expenditure Fund, Allocations to LGUs (Special Shares in
the Proceeds from Fire Code Fees and Barangay OFcials
Death Benefts) and Debt Interest Payments are lump-
sum funds.

Their share in national taxes cannot be disaggregated for
the proposed National Budget as the specifc programs
and projects to be funded by them are only identifed
during budget execution. Moreover, releases from these
funds are made only when specifc conditions are met.

Amount (2023 NEP)
(in billion Pesos)

Budgetary Support to Government Corporations

This is the National Government's (NG) assistance to GOCCs in the form of equity,

subsidy, relent loan proceeds or net lending (advances less repayments) for the

224.5

servicing of debts guaranteed by the NG. The purpose and list of GOCCs receiving

support are already identifed in the proposed National Budget.
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Allocation to Local Government Units

This refers to the total subsidy given by the NG to LGUs corresponding to their
share in national revenue collections. This includes, among others, the National Tax
Allotment of LGUs, LGU shares in the National Wealth (Mining taxes, royalties from
mineral reservations, forestry charges, and fees and revenues collected from energy
resources in the utilization and development of national wealth); and the budget of
the Metropolitan Manila Development Authority.

962.3

Tax Expenditures Fund

This automatically-appropriated SPF covers subsidies given to NGA (including
documentary stamps on Government-Issued Securities), GOCCs, and LGUs in lieu
of actual payment of taxes and customs duties. These do not involve actual cash

disbursements.

14.5

Debt Service Fund-Interest Payments
These are automatic appropriations for interest payments, including commitment
fees and other charges, incurred by the NG from foreign and domestic borrowings.

582.3

Miscellaneous Personnel Benefits Fund

This SPF covers the payment of government personnel-related expenditures, with
the required amounts and the recipients determined only during budget execution.
This also includes various benefts of personnel, e.g., Performance-Based Bonuses
(determined after evaluation of departments’ and civil servants’ performance);
requirements for the Flling up of authorized positions and for the creation of new

positions; and other personnel services defciencies.

84.0

Pension and Gratuity Fund

This is for the payment of pensions of uniformed government personnel whose
pensions are fully subsidized by the NG (e.g. police and military); retirement and
terminal leave benefts; separation benefts and incentives; and the monetization of
leave credits.

267.8

Contingent Fund
This fund is used exclusively for requirements of new and/or urgent projects and
activities that need to be implemented or paid for during the fscal year.

13.0
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Table 5. Distribution of the Regionalized Budget, 2022-2023

2022 GAA 2023 NEP Increase/ Per Capita
Particulars (in billion (in billion (Decrease) Allocation
Pesos) Pesos) in % (in Pesos)

Cordillera Administrative Region 135.5 86.2 (36.33%) 46,612
Region | 132.5 146.7 10.72% 27,221
Region Il 131.9 130.3 1.22% 34,666
Region I 287.7 278.3 3.25% 21,589
Region IV-A 308.5 280.3 9.16% 16,546
MIMAROPA 130.3 117.1 10.20% 35,673
Region V 206.8 182.1 11.96% 28,899

Region VI 198.8 188.3 (5.30%) 23,263
Region VII 192.7 190.5 (1.79%) 23,130
Region VIII 167.2 160.4 (4.05%) 32,558

Region IX 114.8 122.3 6.50% 31,698
Region X 163.3 159.5 (12.33%) 30,781
Region XI 168.0 153.1 (8.87%) 27,676
Region XII 108.4 111.4 2.70% 21,806
CARAGA 113.2 102.2 (9.71%) 36,024
ARMM 143.5 129.6 (9.70%) 29,131

Note: Figures may not add up due to rounding off. Per capita allocations are based on the projected Mid-Year Population of the Philippine Statistics
Authority (as of July 1, 2023)
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The regions in the Visayas island group will receive a total
of Php 539.1 billion or Php 25,366 per capita. Mindanao
is allocated Php 773.1 billion or Php 28,669 per capita.
The top three (3) regions that will receive the highest
allocations in this island group in the next fscal year are
Region X with Php 159.5 billion; Region XI with Php 153.1
billion; and the Autonomous Region in Muslim Mindanao
with Php 129.6 billion.

The National Capital Region (NCR) is also considered
under the Regionalized Budget. For 2023, it will receive an
allocation of Php 997.7 billion or Php 69,957 per capita.

Table 5 shows the comparative allocations per region in
2022 and 2023, including their increase or decrease in

budgets and per capita allocations.

The remaining Php 1.732 trillion, or 32.9 percent
of the proposed National Budget, is classifed as
Budget. This
be disaggregated by region at the time of budget

Non-Regionalized amount cannot

preparation.

Classifed into two: Nationwide and Central Ofce
allocations, the 2023 allocation for the Non-Regionalized
Budget is Php 1.732 trillion or 23.9 percent higher than
its Php 1.398 trillion budget the previous year.

Nationwide allocations consist of lump sums and SPFs
that will be distributed among departments and agencies
of various regions during the budget year. For 2023, the
total proposed budget for this is Php 1,320.8 billion,
to provide for Allocations to Local Government Units,
National Disaster Risk Reduction and Management Fund,
Contingent Fund, Miscellaneous Personnel Benefts
Fund, Pension and Gratuity Fund, Net Lending, Tax
Expenditure Fund, and Debt Service Fund.

Central OFce allocations, on the other hand, will receive
Php 411.3 billion in 2023. These are for the assets and/or
provisions that are being managed by the head o¥ces of

departments and agencies, which will then be distributed
to their respective regional o¥ces for the implementation
of their programs, activities, and projects.

Transfers to Government-Owned and/or
-Controlled Corporations

GOCCs are enterprises established and owned by the
state directly or through any of its instrumentalities.
They generate additional income for the state through
commercial and non-commercial activities, and are thus
essential contributors to national development. These
government enterprises are also critical in fostering
a healthy investment environment as they intend to
address market failures and protect public welfare as

well.

While GOCCs contribute revenues in the form of
dividends, they also receive fnancial aid from the National
Government (NG) in the form of subsidies, equities, and
net lending. Subsidy refers to operating contributions to
support specifc activities undertaken by the corporation
as part of its regular functions, while equity pertains
to State investment in the authorized capital stock of
GOCCs. Net lending refers to net advances by the NG for
the servicing of government-guaranteed corporate debt.

It covers NG loan outlays to government corporations.

The Budgetary Support to GOCCs (BSGC) increased by
7.3 percent from Php 209.2 billion in 2022 to Php 224.5
billion in 2023, inclusive of automatic appropriations
and the Php 28.7 billion net lending. Consistent with the
Administration’s 8-Point Socioeconomic Agenda, this
amount will support programs and projects of GOCCs
on health, food security, energy, infrastructure, and

housing, among others.

As in previous years, the chunk of the BSGC, equivalent
to Php 100.2 billion or 44.6 percent, goes to the
Philippine Health Insurance Corporation (PhilHealth).
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This represents a Php 20.2 billion or 25.3 percent
increase from the previous year's budget of Php 80.0
billion, particularly for the improvement of the beneft
packages of PhilHealth per Section 37 of RA No. 11223
or the Universal Health Care Act. The beneft package
improvement includes the following:

1. 25 percentincrease in beneft packages for all
case rates

2. Expansion of coverage for hemodialysis to cover
sessions in excess of the current 90 sessions to
a maximum of 156 sessions

3. Increase in package rates under Z benefts (i.e.,
ofered to those with severe cases like cancer,
kidney transplant, fracture)

The PhilHealth budget will be used to fund the health
insurance premiums of the indirect contributors under
the National Health Insurance Program, which targets

to subsidize 12.75 million indigent members identifed
under the National Household Targeting System of the
Department of Social Welfare and Development; eight (8)
million senior citizens; 143,424 unemployed persons with
disability; 99,800 fnancially-incapable point-of-service
patients; and 25,512 PAyapa at MAsaganang PamayaNAn
benefciaries.

The second largest recipient corporation is the National
Irrigation Administration with Php 40.8 billion, an
increase of 29.8 percent over the previous year's
Php 31.5 billion and equivalent to 18.2 percent of the total
BSGC. The allocation will be used to provide year-round
irrigation to 2,449,674 hectares of farmland through
national and communal irrigation systems, and restore
23,901 hectares of irrigation service area.

Constituting 5.3 percent of the 2023 BSGC budget, the
allocation for the National Food Authority considerably

Table 6. Top 10 Recipient GOCCs, 2022-2023

(in billion Pesos)

% Increase/

Particulars 2022 GAA 2023 NEP
(Decrease)
Of which:
Philippine Health Insurance Corporation 80.0 100.2 25.3
National Irrigation Administration 31.5 40.8 29.8
National Food Authority 7.0 12.0 71.4
Power Sector Assets and Liabilities Management
Corporation 80 &0 00
Philippine Fisheries Development Authority 4.3 5.1 17.5
Philippine Crop Insurance Corporation 4.5 4.5 0.0
Bases Conversion and Development Authority 2.5 3.2 28.0
National Housing Authority 52 2.0 (61.4)
National Electrifcation Administration 2.1 1.8 (13.0)
Small Business Corporation 2.0 1.5 (25.0)
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increased by 71.4 percent from Php 7.0 billion in 2022 to
Php 12.0 billion in 2023. With this amount, the provision
for the country’'s bufer stock capacity will be expanded
from nine (9) days to 15 days by procuring 631,579 metric

tons of palay from local farmers.

Other top recipient corporations are the Power Sector
Assets and Liabilities Management Corporation (Php 8.0
billion),
(Php 5.1 billion), Philippine Crop Insurance Corporation

Philippine Fisheries Development Authority

(Php 4.5 billion), Bases Conversion and Development
Authority (Php 3.2 billion), National Housing Authority
(Php 2.0 billion), National Electrifcation Administration
(Php 1.8 billion), and Small Business Corporation
(Php 1.5 billion).

Earmarked Revenues

Earmarking is the government’s practice of setting aside
all or part of the total proceeds from a tax or group
of taxes, as required by law, for designated activities,
benefts, or purposes, and which must be accounted for
separately from the general revenues of the government.
This practice ensures that critical programs and projects
will be funded despite shifts in government leadership
and priorities. Should the earmarked revenue not be
utilized, however, this may compromise the budget

fexibility and transparency.

For 2023, the allocation for earmarked revenues is
projected to reach Php 201.4 billion, 0.9 percent lower than
the Php 203.2 billion allotment in 2022. This amount will be
utilized by various government agencies and corporations

for certain expenditures, totaling to Php 156.0 billion.

Earmarked revenues are classifed into two: 1) Use of
Income in the General Fund; and 2) Special Accounts
in the General Fund (SAGF). Majority of the earmarked
revenues fall under the Use of Income in the General
Fund, amounting to Php 137.1 billion or 68.1 percent of
the total. The remaining 31.9 percent or Php 64.3 billion

will be sourced from the SAGF, which consists of and are
recorded as proceeds of specifc revenue measures and
grants earmarked by law for specifc priority projects.

The largest allocation under the Use of Income in the
General Fund is from the BARMM, with an expected
Php 74.4 billion in revenues for 2023 that will be used
for its regional development. This amount includes the
Php 64.8 billion Annual Block Grant, Php 5.0 billion
Special Development Fund, and the Php 4.6 billion share
in taxes, fees, and charges collected in the BARMM.

Following BARMM is the Local Government Units’ (LGUS)
total earmarked revenues, which is expected to reach
Php 34.3 billion in 2023, a 27.6 percent increase from the
Php 26.9 billion in 2022. This represents the LGUs' special
shares from the collections of the Department of Energy
(DOE), the OFce of the Secretary and Mines and Geo-
Sciences Bureau of the Department of Environment and
Natural Resources, the Bureau of Internal Revenue, and
the Bureau of Fire Protection.

Under the SAGF, the largest share is from DOE, which
is projected to reach Php 27.8 billion of infows in 2023.
Php 20.2 billion of this amount will come from the
earnings that will be collected from the gas-to-power
operations of the Malampaya Project.

The second largest contributor is the BSGC. With a
total of Php 19.3 billion, this amount consists of the
declared dividends of the Bangko Sentral ng Pilipinas in
favor of the National Government deposited as SAGF
for equity infusion (Php 10.0 billion), and the authorized
earmarked revenue collections of the National Tobacco
Administration (Php 8.2 billion), Tourism Promotions
Board (Php 1.2 billion), Philippine Coconut Authority
(Php 18 million), and Cultural Center of the Philippines
(Php 5 million).
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Table 7. Earmarked Revenues, 2022-2023

(in million Pesos)
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Particulars

Bangsamoro Autonomous Region in Muslim

2022 Program

2023 Proposed

Revenues Expenditures Revenues Expenditures

Mindanao 74,752 74,752 74,350 74,350
Local Government Units 26,886 26,886 34,299 34,299
Department of Public Works and Highways 18,038 13,910 18,381 15,192
Department of Agriculture 10,000 10,000 10,000 10,000
Department of Science and Technology 20 8 24 8

Department of Energy 32,283 8,813 27,836 8,841
Budgetary Support to Government
) 19,898 12,243 19,340 1,728
Corporations
Department of National Defense 7,206 - 3,752 -
Department of Information and
C 2,993 2,551 3,168 2,500
Communications Technology
Department of the Interior and Local
2,547 1,000 2,697 1,000
Government
Department of Finance 1,483 737 2,067 1,901
Department of Justice 1,835 558 1,887 570
Department of Agriculture 2,699 1,964 889 1,848
Department of Health 612 764 881 770
Other Executive Ofces 590 1,720 637 1,480
Department of Environment and Natural
445 176 457 177
Resources
Department of Migrant Workers - - 408 163
Department of Transportation 281 325 300 148
National Economic and Development
. 9 10 9 8
Authority
Department of Agrarian Reform 4 2 5 1,002
Department of Tourism 5 5 5 5
Department of Labor and Employment 389 163 04 04
Department of Trade and Industry 19 23 - 23
Department of Education - 13 - 3

Note: Figures may not add up due to rounding off.
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Off-Budget Accounts

A number of NGAs are allowed, pursuant to governing
rules and regulations, to collect revenues which are not
included in the proposed national budget submitted
annually to Congress, but which they can utilize for
specifc expenditures.

Referred to as Of-Budget Accounts, these collections
may be deposited in government fnancial institutions
or authorized government depository banks, but do not
form part of the General Fund managed by the Bureau of
the Treasury (BTr).

These are categorized into: 1) retained income/receipts;
2) revolving funds; and 3) receipts from borrowings by the

BTr. Despite not being part of the National Expenditure
Program, these amounts will still be audited by the
Commission on Audit for transparency purposes.

For 2023, a total of Php 106.8 billion revenues are
expected to be collected as OT-Budget Accounts,
one percent lower than the programmed receipts of
Php 107.7 billion in 2022. Php 104.7 billion of this will
be used to fund expenditures, such as operations and
maintenance of government facilities and authorized
benefts of teachers, among others.

Table 8 below shows some of the major Of-Budget
Accounts for FY 2023.

Table 8. Major Off-Budget Accounts, 2021-2023

(in billion Pesos)

Cash 2021 Actual
. balance as
Particulars
of December
Receipt

31, 2021Y

Expenditure

2022 Program 2023 Proposed

Receipt Expenditure Receipt Expenditure

Department of

] 4.2 3.8 3.7 4.1 4.2 4.6 4.9
Education
SUCs 45.7 29.6 22.3 29.6 31.9 30.4 29.5
DOIJ 6.1 3.0 2.4 3.5 2.7 3.8 2.9
DOTr 1.1 8.7 9.0 9.0 9.0 54 5.4
The Judiciary 28.6 10.5 7.1 9.4 8.9 11.2 12.8
DOH 14.1 21.9 20.2 24.5 21.3 26.3 25.2

" Cash balance as of December 31, 2022 shall be equivalent to the cash balance as of December 31, 2020 plus 2021 Actual Receipt minus 2021
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State Universities and Colleges (SUCs)

A total of Php 30.4 billion is expected to be generated
from tuition and other fees collected from students in
SUCs, among others. Php 29.5 billion of this amount
will be used as payment for the authorized benefts of
teachers, some operating expenses, and capital outlays,

among others.

Department of Health (DOH)

Some Php 26.3 billion will be collected from the sales
of the DOH's drugs and medicines, hospital fees, and
income from hostels, dormitories, and other-like facilities.
Php 25.2 billion of this amount will be used to purchase
drugs and medical

supplies, augment operating

expenses, and fund some capital investments.

The Judiciary

This year, the Judiciary expects to earn Php 11.2 billion
from their legal fees, fnes and penalties, and other
service incomes. This amount will fund the allowances
for justices and judges, equipment and facilities of
courts, and expenses for scholarships and trainings,
among others.

Department of Transportation (DOTr)

A total of Php 5.4 billion will be collected from the DOTr's
escrow account for the rental fees of MRT-3's build-lease-
transfer and proceeds from the sale of bid documents.
The same amount will be used for the payment of
honoraria, collective negotiation agreement incentives,
fnancial assistance to Typhoon Yolanda victims, and
expenses from the implementation of the 2017 Road
Safety Action Plan.

Department of Education (DepEd)

The DepEd expects to collect Php 4.6 billion from
their service incomes, as well as income from hostels,
dormitories, and other-like facilities. Of this amount,
Php 4.9 billion will be used to fund the operation and
maintenance of DepEd facilities; operational expenses
(provident fund); production of child-friendly television
programs; and special programs, activities, and projects
of the National Museum.

Department of Justice

Some Php 3.8 billion will be sourced from the net income
of the Philippine Amusement and Gaming Corporation,
fling fees on court, and agro-industrial projects and
operations. Php 2.9 billion will be used to fund the
victims' compensation services, purchase of products for
the agro-industrial projects of the Bureau of Corrections,
and livelihood and rehabilitation projects and allowances

of prisoners.

Foreign-Assisted Projects

Another means through which the National Government
obtains additional fnancing for its programs and projects
is through foreign-assisted projects (FAPs). These FAPs,
undertaken through the government’'s cooperation and
partnership with international development partners,
are development projects that are fully or partly fnanced
by foreign loans and/or grants.

For 2023, a total of Php 210.0 billion has been allocated
for FAPs, more than fve times the Php 40.0 billion in
2022. Of this amount, Php 144.6 billion, or 68.8 percent,
will come from counterpart funds, while Php 65.4 billion
will be sourced from loan proceeds.

Of the Php 210.0 billion total budget for FAPs,
Php 209.2 billion or 99.6 percentis allocated for the NGAs.
This is signifcantly higher by Php 170.6 billion, or 441.8
percent, than the Php 38.6 billion in 2022. The remaining
Php 856 million or 0.4 percent will go to the SPFs.

Among the NGAs, the DOTr will receive the lion’s share
with Php 108.1 billion. This will fund the various transport
projects under the Build, Better, More Program. Major

items under the DOTr include the following:

¢ North-South Commuter Railway System
(Php 75.1 billion)

e Metro Manila Subway Project Phase |
(Php 26.3 billion)
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» Light Rail Transit (LRT) Line 1 Cavite Extension Next to the DOTr in terms of share of the total is the
Project (Php 2.7 billion) Department of Public Works and Highways (DPWH),
e EDSA Greenways Project (Php 775 million) with Php 70.7 billion. This will be used to fund various
e Cebu Bus Rapid Transit (BRT) Project development projects, particularly the country’'s roads
(Php 700 million) and bridges (Php 48.7 billion) and food control (Php 22.0

billion). Major items under DPWH include the following:

Table 9. Foreign-Assisted Projects by Department, 2022-2023
(in million Pesos)

2022 Program 2023 Proposed
Particulars
Peso Loan Total Peso Loan Total
Counterpart Proceeds Counterpart Proceeds

Department of

Transportation 4,616 11,240 15,857 108,095 - 108,095
Department of Public

Works and Highways 3,613 3,836 7,449 29,557 41,144 70,701
Department of Social 4,198 910 5108 3,777 8113 11,890
Welfare and Development

Department of Agriculture 1,133 2,802 3,935 875 5,334 6,208
Department of Agrarian 1,593 1,027 2620 1,587 4562 6148
Reform

Department of Health - 1,584 1,584 - 2,748 2,748
Department of Finance 159 265 424 334 1,137 1,471
Department of Trade 113 712 825 108 779 887
and Industry

Department of Education - - - - 603 603
Other Executive OfFces 41 280 321 91 267 358
Department of

Environment and Natural 133 350 483 48 5 53

Resources

Allocations to Local
Government Units

Budgetary Support to
Government Corporations

71 643 715 60 542 602

Note: Figures may not add up due to rounding off.
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* For roads and bridges:
o Davao City Bypass Construction Project
(South and Center Sections), JICA, PH-P273
(Php 6.9 billion)
o0 Improving Growth Corridors in Mindanao
Road Sector Project (Php 5.8 billion)
0 Metro Manila Bridges Project (MMBP)
(Php 4.6 billion)
*  For Flood Control:
0 Pasig-Marikina River Channel Improvement
Project (PMRCIP), Phase IV (Php 8.9 billion)
o0 Flood Risk Management Project for Cagayan
de Oro River (Php 4.3 billion)
0 Metro Manila Flood Management Project,
Phase | (Php 3.7 billion)

The third department that will receive the largest share
is the Department of Social Welfare and Development,
with Php 11.9 billion. Of this amount, Php 11.0 billion
will be for the additional fnancing of the Kapit-Bisig
Laban sa Kahirapan - Comprehensive and Integrated
Delivery of Social Services: National Community Driven
Development Project (AF KC NCDDP); Php 704 million
for the Philippines Multi-Sectoral Nutrition Project; and
Php 150 million for the Benefciary FIRST (Fast, Innovative

and Responsive Service Transformation).

For SPFs, Php 602 million under the allocations to local
government units is provided for the Metro Manila Flood
Management Project, Phase | of the Metropolitan Manila
Development Authority to help combat the fooding in

the metro.

The remaining Php 254 million of SPFs will go to the
budgetary support to government corporations. This
amount will be divided between the National Irrigation
Administration (Php 175 million) and the National Dairy
Authority (Php 79 million).

Endnote:

! Includes the National Tax Allotment, Bangsamoro Autonomous
Region in Muslim Mindanao, Special Shares in the Proceeds
of National Taxes, Local Government Support Fund, and the
Metropolitan Manila Development Authority
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V. SPENDING PRIORITIES

Health

The pandemic has brought to light the need for a more comprehensive and far-reaching healthcare
system. While the country does have existing interventions to address the people's health needs,
much more can be done to improve them. The country’'s geographical features, uneven population
distribution, and varying economic growth rates have led to an unbalanced distribution of health-
related resources, leading to more concentration in the urbanized and developed parts of the country.!

To address health and healthcare disparities, the Marcos
Jr. Administration aims to strengthen and expand the
coverage of the healthcare system to reach even the far-
fung areas in the country. As President Marcos Jr. clearly
underscored in his State of the Nation Address, “We must
bring medical services to the people and not wait for

them to come to our hospitals and health care centers.”

For 2023, the Department of Health (DOH) is to receive
Php 196.1 billion, 4.1 percent higher than its Php 188.4
billion budget in 2022. With this allocation, the DOH aims
for more equitable health outcomes, responsive health
systems, and improved fnancial risk protection for
Filipinos.®

Table 1. Select Programs in the Health Sector

(in billion Pesos)

Particulars 2022 Program 2023 Proposed
Health Facilities Operations Program 56.4 63.7
Health Facilities Enhancement Program 23.1 23.0
Medical Assistance to Indigent and Financially-Incapacitated Patients 21.4 224
Public Health Emergency Benefts and Allowances for Health Care 90 20,0
and Non-Health Care Workers ' '
National Health Workforce Support System 17.0 16.9
Family Health, Immunization, Nutrition, 71 8.3
and Responsible Parenting ' )
Prevention and Control of Communicable Diseases 10.0 5.8
Prevention and Control

. ) 1.4 2.1
of Non-Communicable Diseases
Epidemiology and Surveillance 0.9 0.7
National Health Insurance Program 80.0 100.2
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Providing People-Oriented and
Comprehensive Quality Health Care Services

Efective, safe, and people-centered are among the
accepted defnitions of what quality healthcare should
be.* Aspiring for this, the government continues to
support programs and projects of the Health sector in
order to deliver people-centered care for health and
wellness for the realization of the goals of the Republic
Act (R.A)) No. 11223 or the Universal Health Care Act.

National Health Insurance Program. As mandated by the
Universal Health Care Act, the National Health Insurance
Program, under the Philippine Health Insurance
Corporation, is allotted Php 100.2 billion in 2023. This
amount will subsidize the health insurance premiums of
the following: 12.75 million indigents under the National
Household Targeting System; 8 million senior citizens
pursuant to R.A. No. 10645 or the Expanded Senior
Citizens Act of 2010; 143,424 unemployed persons with
disability; 99,800 fnancially-incapable point-of-service
patients; and 25,512 PAyapa at MAsaganang PamayaNAn
benefciaries.

Family  Health, Immunization, Nutrition, and
Responsible Parenting. To foster responsible parenting

and maximize the gains of the demographic dividend

through the Responsible Parenthood and Reproductive
Health Law, Php 8.3 billion total allocation will cover
the procurement of needed supplies for immunization,
nutrition, oral health, family planning, and responsible

parenting services.

Prevention and Control of Communicable and Non-
Communicable Diseases. A total of Php 5.8 billion is
allocated for the Prevention and Control of Communicable
Diseases, to procure supplies for the diagnosis,
prevention, treatment, and control of infectious diseases.
On top of this amount, Php 15 million will also be allotted

to assist the Philippine Tuberculosis Society.

Meanwhile, some Php 2.1 billion is earmarked for the
Prevention and Control of Non-Communicable Diseases.
This will provide medical supplies for the treatment and
control of non-infectious diseases such as cancer and

mental illness.

Medical Assistance to Indigent and Financially-
Incapacitated Patients. To further achieve an inclusive
healthcare system, Php 22.4 billion is allotted for
the Medical Assistance to Indigent and Financially-
Incapacitated Patients. This program provides medical
assistance to indigent patients needing consultation,

rehabilitation, and examination in government hospitals.

Table 2. Target Beneficiaries of the National Health Insurance Program
! |

Particulars Target No. of Beneficiaries
Indigents under the National Household Targeting System 12.75 million
Senior Citizens 8 million
Unemployed Persons with Disabilities 143,424
Financially-Incapable

. . i 99,800
Point-of-Service Patients
PAyapa at MAsaganan

vep & g 25,512

PamayaNAn Benefciaries
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Epidemiology and Surveillance. As part of the measures
to strengthen the monitoring and surveillance capacity
in the healthcare system, Php 720 million is allocated
for the national surveillance network, which will include
transitioning the COVID-19 surveillance system to
regular surveillance activities and redesigning the health
statistical systems and programs to better address data

and information needs.

47

Funding the Operations of and Improvements
in Healthcare Systems

The FY 2023 Proposed National Budget will allocate
Php 63.7 billion for DOH's Health Facilities Operations
Program. This will fund the regular operating
requirements of public health facilities, and ensure their

continuous services across the country.

Table 3. Regional Allocations for the Health Facilities Operations Program

(in Pesos)

DOH Hospitals

Blood Centers
and National

Dangerous
Drug Abuse

National and
Sub-National

Region and Other Health Treatment and
Facilities ~ vountary Blood oo abilitation Reference
Services Laboratories
Center
CAR 2,759,219,000 - 4,428,000 3,409,000
| 3,224,236,000 10,180,000 139,269,000 -
I 3,397,130,000 2,632,000 67,977,000 -
1 4,866,314,000 18,709,000 147,534,00 -
NCR 18,854,034,000 541,210,000 298,637,000 713,908,000
IV-A 1,646,006,000 - 107,258,000 -
MIMAROPA 568,734,000 - - -
\ 2,905,069,000 13,638,000 144,679,000 33,970,000
VI 2,732,803,000 - 67,276,000 3,409,000
VI 4,828,274,000 25,591,000 152,338,000 3,409,000
Vil 1,397,109,000 4,911,000 74,804,000 -
IX 2,782,495,000 14,567,000 8,389,000 -
X 3,242,918,000 4,908,000 98,592,000 -
XI 5,283,167,000 28,139,000 39,564,000 6,930,000
Xl 1,375,829,000 4,911,000 39,716,000 -
CARAGA 956,431,000 - 91,315,000 -

Note: Figures may not add up due to rounding off.
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Table 4. Health Facilities Enhancement Program

(in Pesos)
| [ ]
. Medical
Particulars Infrastructure . Total
Equipment

Construction of new BHSs 427,000,000 - 427,000,000
Completion/upgrading/repair and equipping of 1 447 664.000 128 578 000 1 576.242 000
BHSS ’ ’ 4 7 7 ’ 7 ’

New Construction of Super Health Centers 3,794,140,000 662,000,000 4,456,140,000
Completion/Upgrading/Repair and Equipping 639.987.000 174.117.000 814.104.000
of RHUs e e e

Completion/upgrading/repair and equipping of 252,000,000 102,426,000 354,426,000

Super Health Centers

Completion/upgrading/repair and equipping of .
Polyclinics 80,000,000 80,000,000

DOH Hospitals 3,854,800,000 4,732,526,000 8,587,326,000
Approved Multi-Year Obligational )

Authority (MYOA) 1,378,628,000 1,378,628,000
Proposed MYOA 1,229,750,000 - 1,229,750,000

Treatment and rehabilitation centers 482,206,000 131,928,000 674,134,000
Blood service facilities 20,300,000 - 20,300,000
Regional ofFces 267,000,000 2,870,000 269,870,000
Bureau of Quarantine 54,400,000 19,800,000 74,200,000
Central Ofce 160,500,000 - 160,500,000
Warehouse 42,000,000 - 42,000,000
Military/Philippine National Police Hospital 60,000,000 50,000,000 110,000,000

Note: This excludes the Php 74 million allocation for the Maintenance and Other Operating Expenses.
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A total of Php 60.8 billion will go to the operations of the
DOH hospitals and other health facilities. Of this amount,
Php 44.8 billion is allocated for hospitals and health
facilities in the regions. The remaining Php 16.1 billion will

go to Metro Manila-based hospitals and health facilities.

Some Php 765 million will be earmarked for the national
and sub-national reference laboratories to guarantee
quality confrmatory testing, surveillance, outbreak

response, and research in the country.

To ensure the safety, availability, and accessibility of
voluntarily donated blood supplies, Php 669 million will
be provided for the operations of blood centers and
national voluntary blood services. For this year, blood
services facilities target to collect 236,844 blood units.

Moreover, for rehabilitative health services, Php 1.5 billion
is provided to cover the operations of twenty-three (23)
Dangerous Drug Abuse Treatment and Rehabilitation
Centers.

Aside from ensuring the availability of funds for the
continuous operations of health facilities, Php 4.8 billion
will be provided for Public Health Management and
Php 602 million for Local Health Systems Development
and Assistance to support the management and

development of health centers across the country.

For 2023, Php 23.0 billion will be allotted for the Health
Facilities Enhancement Program (HFEP) to strengthen
the health systems of the country. This is to provide
and improve the access and delivery of essential
healthcare services nationwide through the construction,
rehabilitation, and upgrading of health facilities and the

purchase of medical equipment.

Of the allocation for HFEP, Php 11.2 billion will go to the
DOH hospitals; Php 5.6 billion for the RHUs; Php 2.7
billion for LGU hospitals; Php 2.0 billion for barangay
health stations; Php 1.3 billion for other health care

facilities; and Php 80 million for polyclinics.

Investing in Human Resources for Health

To ensure the availability of a sufcient workforce that
will provide inclusive and accessible health services,
the DOH will earmark Php 16.9 billion for the National
Health Workforce Support System. This aims to
deploy 26,035 doctors, midwives, nurses, and other
health-related workers in low-income, high-poverty,
and geographically isolated and disadvantaged areas
(GIDAS).

Furthermore, Php 546 million will be allocated for
the DOH's Pre-Service Scholarship Program. This will
provide scholarships for aspiring medical and health
professionals, especially those in GIDAs or areas with
indigenous people communities, and/or those who
belong to the low-income bracket.

With the implementation of R.A. No. 11712, or the
Public Health Emergency Benefts and Allowance for
Healthcare Workers Act, Php 20.0 billion has been
allocated for emergency benefts and allowances of the
healthcare and non-healthcare workers. This will cover
the COVID-19 allowances of 526,727 public and private
healthcare workers and non-healthcare workers, as well
as the compensation and other beneTfts of 65,293 public
and private healthcare workers and non-healthcare

workers involved in the COVID-19 response.

Improving Medical Research
and Development

For 2023, some Php 746 million is allocated for the
National Health Research and Development Program
under the Philippine Council for Health and Research
and Development. This will support various health-
related research and development (R&D) activities,
such as the COVID-19 Research Program, Studies on
COVID-19 Behaviors, and COVID-19-related public
health research.
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Table 5. Select R&D Programs in the Health Sector

(in million Pesos)

Particulars 2022 Program 2023 Proposed
National Health Research and Development Program (PCHRD) 737 746
R&D Projects under the Virology and Vaccine

Institute of the Philippines (DOST-OSEC) 988 419
Health Sector Research and Development 133 156
Advanced Science and Technology Research ) 104
and Development Program (ASTI)

Advanced Science and Technology Transfer Program (ASTI) 61 43

Additionally, to reduce the time needed for the
identifcation of and response to outbreaks, the Virology
and Vaccine Institute of the Philippines will be receiving
Php 419 million to cover seven (7) of its R&D projects.

Furthermore, for the continuous enhancement of the
country's Health sector, Php 156 million is allocated for

the Health Sector Research and Development of DOH.

Under the University of the Philippines (UP) system,
for 2023, Php 25 million will be allotted for projects
related to the Philippine Genome Center. Of this
amount, Php 16 million will fund the construction and
furnishing of Regional Research Center Phase IV in
UP Visayas, while Php 9 million will be used for the
requirements of the New UP Mindanao Infectious

Disease Laboratory.

Likewise, under the Advanced Science and Technology
Institute’'s Information Network for Open and Viable
Applications and Technology Exchange, the total
amount of Php 147 million will be allocated to support
the health-related science and technology infrastructure
requirements for FY 2023. Of this amount, Php 104
million is intended for R&D and Php 43 million for
technology transfer activities.

Providing Healthcare Systems that Cut
Across all Economic Classes

The government has made progress in the healthcare
system of the country. Even as the country continues
to face the challenges brought about by the pandemic,
the government has not lost sight of the aspiration to

provide quality healthcare for all.

The Marcos Jr. Administration is determined to provide
efcient and resilient healthcare systems that will bring
proper health services to the regions and rural areas,
as well as encourage new generations of healthcare
workers to further strengthen the healthcare service in
the country.

Endnotes:

t Department of Health. (2018). National objectives for health
Philippines 2017-2022. Manila, Philippines: Department of Health.

2 Ofcial Gazette. (2022). Ferdinand R. Marcos Jr., First State of

the Nation Address, July 25, 2022. Retrieved from https://www.
o¥cialgazette.gov.ph/2021/07/26/ferdinand-r-marcos-jr-frst-state-
of-the-nation-address-july-25-2022/

2 Department of Health. (2022). 2023 Budget briefer. Retrieved from
https://doh.gov.ph/sites/default/fles/publications/CY-2023-NEP-
Budget-Briefer.pdf

4World Health Organization. (n.d.). Quality of care. Retrieved from
https://www.who.int/health-topics/quality-of-care#tab=tab_1
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Education
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Providing a Strong Foundation for Human Capital Development

Education is a powerful driver of development that has a positive impact on poverty reduction, health
improvement, gender equality, peace, and stability.! It has the power to change the course of history

and the fortunes of countries and people.

In the Philippines, the Education sector has made great
progress in providing quality, aFordable, and accessible
education across the country. As mandated by the
Constitution, education has always been the top priority
of government, with investments made to support and
prioritize the programs and projects that will build the
right skills and competencies of Filipino learners.

The COVID-19 pandemic that hit the world in early 2020,
however, caused major disruptions in all aspects of living,
but especially impacting education in unprecedented
ways. According to the World Bank, at the peak of school
closures in April 2020, 94 percent of students—or 1.6

billion children—were out of school worldwide.?

The Philippines was not spared. Onsite classes were

suspended and shifted to online classes to lessen the

Table 1. Budget Allocations
in the Education Sector
(in billion Pesos)

Particulars 2023
NEP

Education Sector 852.8
Department of Education 710.7
State Universities and Colleges 97.7
Commission on Higher Education 30.7
Technical Education and Skills 13.7

Development Authority

risk of contact transmission. Coupled with the lack of
necessary equipment and fnancial challenges due to the

pandemic, some families had to forego schooling.

Seeking to creatively and efectively respond to the
situation, the government had to re-examine and redesign
its strategies and programs to reverse or mitigate the
negative impact on the Education sector. Innovative
approaches had to be developed and adopted so that
students would be able to continue with their studies.
This resulted in the introduction of a blended education
system, which combines multiple modalities, including
in-person teaching and learning, online learning, and

other education technology applications.

For 2023, the Education sector remains the largest
recipient of the proposed National Budget with a total
allocation of Php 852.8 billion. This includes the budgets
of the Department of Education (DepEd), Php 710.7 billion;
State Universities and Colleges (SUCs), Php 97.7 billion;
Commission on Higher Education (CHED), Php 30.7 billion;
and the Technical Education and Skills Development
Authority (TESDA), PhP13.7 billion.

Basic and Secondary Education

Education plays a key role in ensuring that children are
able to develop and reach their full potential. Growth,
development, and poverty reduction depend on the
knowledge and skills that young people acquire early in
life.® This can help lay the foundation for their emotional

well-being and learning throughout life.*
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Table 2. Procurement Targets for Basic
Education Facilities

. 2023 NEP
Particulars
Targets
New Classrooms and Technical- 2379
Vocational Laboratories Constructed ’
Classrooms Repaired and Rehabilitated 2,358
Schools Provided with Electricity 163
Sets of School Seat d Tabl
ets of School Seats and Tables 16,027

Procured

Ensuring Adequate Educational Facilities. For 2023, the
DepEd will provide its Basic Education Facilities Program
with Php 9.8 billion. Of this amount, Php 5.9 billion
will be allocated for the construction and completion
of kindergarten, elementary, and secondary school
buildings, technical vocational laboratories, as well as
water and sanitation facilities. Some Php 1.5 billion will
be used for the rehabilitation, renovation, repair, and
improvement of school buildings and facilities. Moreover,
Php 489 million will be allotted for the electrifcation of
unenergized schools and the modernization of electrical
systems of on-grid schools.

To ensure that all newly constructed and existing school
buildings are equipped with the needed classroom
furniture, Php 1.8 billion is earmarked to procure school
desks, furniture, and fxtures.

For the Last Miles School (LMS) Program of the
DepEd, Php 1.5 billion is appropriated to close the
gaps in resources and facilities of schools located
in geographically-isolated and disadvantaged, and
conTict-afected areas (GIDAS). This program covers
schools with less than four classrooms; no electricity;
no funds for repairs or new construction projects in
the last four years; with multi-grade classes; with less
than fve teachers; and a population of fewer than 100
learners, more than 75 percent of whom are among the
indigenous peoples.

Additionally, the LMS Program allocation may also be
used for the construction of Administration and Climate
Change Emergency Storage and Shelter (ACCESS)
buildings which may be used for multiple purposes such
as storage for school equipment and supplies in times
of calamities, or as dormitories for teachers or students
who live in far-fung areas.

Procurement of Learning Resources. Aside from school
facilities, the government is committed to guaranteeing
the availability of sufcient learning tools and materials

Table 3. Procurement Targets for Learning Resources
e e

. . 2022 2023 NEP
Particulars Baseline
Targets Targets
Science and Math equipment 5,587,669 5,171,883 11,016,797
Textbooks and Instructional/Learning Materials 2,468 6,732,385 4,628,245
Technical and Vocational Livelihood equipment 13,802 175,209 427,438
Information and Communication Technology package 57,173 45,669 82,090
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for students. The DepEd is allocating Php 8.9 billion for
the Computerization Program to procure Information
and Communication Technology-related equipment.
Some Php 2.8 billion is allotted for learning tools and
equipment while Php 998 million will be used for
textbooks and other instructional materials.

Bolstering Manpower in the Education Sector. As one of
the driving forces behind the delivery of quality education,
educators play a signifcant role in the development of the

intellectual capacity, skills, and capabilities of learners.

Recognizing this, the government has earmarked Php 9.6
billion to support educators. Of this amount, Php 4.7
billion will cover the Cash Allowance to Teachers—a
Php 5,000 subsidy provided for teaching materials and
communication expenses. Php 3.8 billion will go to
the grant of special hardship allowance for teachers
who are: (1) deployed in hardship posts; (2) handle
multigrade classes; (3) mobile teachers; or (4) Alternative
Learning System coordinators. Furthermore, to ofer
expanded career growth opportunities and merit-based
salary increases, Php 1.1 billion will be allocated for the
reclassifcation of positions.

To further improve the profciency and the delivery of
educational functions of educators in the country, Php 778
million is appropriated for the in-service training of
educators under the Human Resource Development for
Personnel in Schools and Learning Centers.

Additionally, some Php 2.7 billion is earmarked for the
creation of additional 10,000 teaching positions to

augment the number of teachers in the country.

Innovating Basic Education Policies. For 2023, the
Education Policy Development Program of DepEd will
receive Php 8.4 billion to ascertain the continuous
improvementin the education system of the country. This
program will cover the following: curricular programs,
learning management models, standards, and strategy
development (Php 6.1 billion); Policy and Research

Table 4. Schemes under the Government
Assistance and Subsidies of the DepEd

2023 NEP
. No. of N
Particulars L (in billion
Beneficiaries
Pesos)

SHS Voucher Program 1,132,155 39.3
ESC Program 1,179,329 12.5

Joint Delivery Voucher
109,233 1.4

Program

Total 2,420,717 53.2

Program (Php 1.9 billion); Basic Education Curriculum
(Php 157 million); National Assessment Sytems for Basic
Education (Php 156 million); Early Language Literacy and
Numeracy (Php 24 million); National Literacy Policies
and Programs (Php 11 million); and Development and
Promotion of Campus Journalism (Php 2 million).

Providing  Financial Assistance and Subsidies.
To maximize the delivery of accessible and quality basic
education through the support of private educational
institutions, a total of Php 53.2 billion is allocated for
Government Assistance and Subsidies under the DepEd.
With this funding, the DepEd will provide fnancial
assistance through programs, such as the Senior High
School (SHS) Voucher Program, Educational Service
Contracting (ESC) Program for Private Junior High School,
and Joint Delivery Voucher Program for SHS Technical
Vocational and Livelihood (TVL) Specialization under the

Government Assistance and Subsidies.

Of this amount, Php 39.3 billion will cover the voucher
programs for qualifed SHS students to enable them
to enroll in private secondary schools, private higher
education institutes, and private technical-vocational
institutes, while Php 1.4 billion is for the Joint Delivery

Voucher Program. This will enable selected public SHS
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students taking the TVL track to pursue their TVL subjects
in private or non-DepEd schools and institutions.

Additionally, Php 12.5 billion has also been allocated for
the implementation of the ESC Program. This program
provides a fxed tuition subsidy to graduates of public
elementary schools who will enroll in participating

private schools.

Promoting Nutrition among Students. For 2023, a
budget of Php 5.7 billion is allocated for the School-
based Feeding Program. This program targets to beneft
1,678,704 learners by providing food for severely wasted,
moderately wasted, and wasted learners.®

Supporting Inclusive Education. To ensure that
every Filipino learner—regardless of diferences in
socioeconomic background, (dis)ability, race, color, and

Table 5. Budgetary Allocations
for the Higher Education Sector
(in billion Pesos)

Particulars 2023
NEP
State Universities and Colleges 97.7
Commission on Higher Education,
. 30.7
of which:
Universal Access
) . . 25.8
to Quality Tertiary Education
Student Financial Assistance Programs 1.5
Financial Assistance 15
for Post-Graduate Students ’
Medical Scholarship 0.3
and Return Service Program ’
Subsidy for Tuition Fees 0.2

of Medical Students in SUCs

ethnicity, among others—has access to quality education,
Php 20.4 billion is allocated under the DepEd's Inclusive
Education Program.

This amount includes Php 20.0 billion for the Flexible

Learning Options Program (Alternative Delivery

Modes/Alternative Learning Systems/Education
in Emergencies); Php 360 million for Madrasah
Education Program® Php 53 million for Indigenous
Peoples Education (IPEd) Program; and Php 23 million

Multigrade Education.

Tertiary Education

According to World Bank, tertiary education is
instrumental in fostering growth, reducing poverty,
and boosting shared prosperity. Tertiary education
institutions provide individuals with adequate and
relevant job skills thus preparing them to be active
members of society.”

Consequently, the government continues to improve the
educational curricula and to facilitate a smoother school-
to-work transition through tertiary education. Of the
total Php 852.8 billion allocation for the Education sector,
Php 97.7 billion is earmarked for 117 SUCs nationwide,
while Php 30.7 billion will go to CHED. With these
allocations, the government aims to continue providing
quality and accessible tertiary education for Filipinos,

especially the poor and the marginalized.

The Php 30.7 billion budget of CHED will be used
to support its projects and programs, specifcally
the Universal Access to Quality Tertiary Education (UAQTE),
Php 25.8 billion; Student Financial Assistance Programs
(StuFAPs), Php 1.5 billion; Financial Assistance for Post-
Graduate Students, Php 1.5 billion; and the Medical
Scholarship and Return Service Program, Php 250 million.

Amounting to Php 25.8 billion, the bulk of the CHED
budget will be used for the implementation of the UAQTE.
This aims to aid 338,404 students in CHED-recognized
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Table 6. Regional Allocations for the
State Universities and Colleges
(in Pesos)

2023 NEP
) Number of = .
Particulars (in billion
SUCs
Pesos)

National Capital Region 8 29.9
Region | 6 4.7
Cordi - .

orgllllera Administrative 6 26
Region
Region Il 5 3.5
Region lll 12 8.0
Region IV-A 5 5.1
MIMAROPA 6 3.0
Region V 9 5.1
Region VI 11 7.7
Region VII 5 4.2
Region VIl 10 54
Region IX 6 2.8
Region X 8 4.7
Region XI 6 1.8
Region XII 4 1.8
Region XllI 4 2.0
Bangsamoro
Autonomous Region in 6 55
Muslim Mindanao

Total 117 97.7

Note: Figures may not add up due to rounding off.

Local Universities and Colleges under the Free Higher
Education Program and 508,355 students under the
Tertiary Education Subsidy program—including 215,097
grantees of the Tulong Dunong Program.

The StuFAPs will also receive Php 1.5 billion from the
CHED budget to support a targeted 21,053 qualifed
students who are enrolled in public and private Higher
Education Institutions. This amount includes the Php 67
million budget allocation to fund the scholarship grants
for dependents of sugar industry workers and small

farmers.

Furthermore, Php 1.5 billion will be allocated for the
Financial Assistance for Post Graduate Students. This
program aims to support 2,300 post-graduate students.
In addition, Php 250 million will be allotted for the Medical
Scholarship and Return Service Program to cover 2,262
grantees, and Php 167 million for subsidy for tuition fees
of medical students in SUCs to support 357 grantees.

Technical-Vocational Education

To provide opportunities for Filipinos to develop the
skills needed to enter and excel in the labor market, the
government will set aside Php 13.7 billion for the TESDA
in 2023.

Of the total budget allotted for the TESDA, Php 2.9 billion
will be used for the free technical education and training
under the UAQTE. This will provide 21,223 Filipino
students with fnancial assistance to help them pursue
their technical-vocational (tec-voc) education in state-run

technical-vocational institutions.

The Training for Work Scholarship Program will receive
Php 2.6 billion to support rapid, inclusive, and sustained
economic growth through the course oferings in priority
industries and key employment generators, such as
agri-fshery/agri-business/agro-industrial and general

infrastructure, among others.
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Table 7. Budgetary Allocations
for the Technical-Vocational Education
(in billion Pesos)

Particulars 2023 NEP
Technical Education
and Skills Development Authority, 13.7

of which:

Universal Access to Quality
Tertiary Education - Free Technical 2.9
Education and Training

Training for Work Scholarship

2.6
Program
Special Training for Employment 19
Program '
Tulong Trabaho Scholarship 10
Program '
Private Education Student Financial 0.2

Assistance

To increase the number of skilled Filipino workers and
alleviate poverty among families in the informal sector,
a Php 1.9 billion budget is earmarked for the Special
Training for Employment Program. This will be used to
conduct community-based specialty training programs
to enhance the employability of the target benefciaries

in barangay communities.

In addition, TESDA's Tulong Trabaho Scholarship Program
will receive a Php 1.0 billion allocation for 2023. The
program intends to support Filipino workers afected by
the economic slowdown and closure of establishments
caused by the pandemic and improve the qualifcation
of the Filipino workforce through selected training
programs.

The Private Education Student Financial Assistance will
receive a budget of Php 200 million to provide fnancial

assistance to deserving underprivileged students

enrolled in tech-voc courses, and private institutions
in need of a steady supply of enrollees to their course
oferings.

Shaping a Better Education System for All

Education not only benefts individuals but society
as a whole. It is both a tool and a foundation that will
help Filipinos become more active members of society.
As such, it is critical to continue to prioritize and invest in
the programs and projects for adaptive, accessible, and

inclusive education for all.

Endnotes:

1 World Bank. (2022, April 18). Education Overview. Retrieved from
https://www.worldbank.org/en/topic/education/overview#1
21bid.

SWorld Bank. (n.d.). Primary and Secondary Education Overview.
Retrieved from https://www.worldbank.org/en/topic/
primarysecondaryeducation/overview

4“UNESCO. (2022, June 9). What you need to know about early
childhood care and education. Retrieved from https://www.unesco.
org/en/education/early-childhood/need-know

5 Wasted learners are students whose weight-for-height is below
the standard deviation cut-of established by the World Health
Organization (WHO) for well-nourished populations.

8 The Madrasah Education Program aims to enhance the basic
educational development of Filipino Muslims by providing the
support mechanism necessary for the teaching of Islamic studies
and Arabic literacy.

”World Bank. (2021, October 22). Tertiary Education Overview.
Retrieved from https://www.worldbank.org/en/topic/
tertiaryeducation
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Social Protection

Delivering an Adaptive and Transformative Social Protection System

The COVID-19 pandemic has highlighted the vital role of rational, relevant, and responsive social policies
in addressing crisis and recovery issues. As the pandemic worsened the pre-existing social inequalities
and increased the number of people experiencing poverty and hunger, countries have had to adopt
emergency measures to counter the negative impacts of the global health crisis. From December 2020
to May 2021, a sharp increase in spending on social protection was observed, with total spending rising
to USD 2.9 trillion or close to a 270 percent increase.!

These realities have made it imperative to develop integrated long-term social policy frameworks to
address inequalities and enhance people’s capabilities and their ultimate well-being. Not only would
this take us a step closer to universal, adequate, comprehensive, and sustainable social protection
systems, but it could also aid in eradicating poverty, hunger, and malnutrition.?

As the principal government agency mandated to develop, implement and coordinate social protection
and poverty-reduction solutions, the Department of Social Welfare and Development (DSWD) and its
attached agencies have been allocated Php 197.0 billion for 2023.

Safeguarding the Marginalized Table 1. Select Programs under DSWD

and Vulnerable (in billion Pesos)

The government continues to support programs and . 2022 2023
. _ _ Particulars

projects that support socioeconomic development and GAA NEP

aim to improve the Filipinos’ quality of life. In doing so, Department of Social Welfare

the marginalized and vulnerable will be more resilient and Development, of which: 205.0 197.0

and better protected. Pantawid Pamilyang

107.7 115.6
Pilipino Program

Pantawid Pamilyang Pilipino Program. To support the Social Pension for

i i 25.0 25.3
poverty reduction and social development strategy of Indigent Senior Citizens

the National Government, Php 115.6 billion is provided . .
Protective Services for

Individuals and Families in 39.9 19.9

Di®Fcult Circumstances

for the Pantawid Pamilyang Pilipino Program (4Ps) or
Conditional Cash Transfer Program. This allocation will

cover the education and health grants and rice subsidies - —
Sustainable Livelihood

of 4,400,000 household benefciaries. 4.8 4.4
Program
Supplementary Feeding

All benefciaries of the 4Ps are identifed through the 4.2 3.7
Program

National Household Targeting System for Poverty -
Disaster Response and

Reduction or Listahanan, which includes farmers,
Management Program

fsherfolk, homeless families, indigenous people, persons . . . 3.4 3.3
(including Quick

ith disabilities, those living in geographically-isolated
Wi isabiliti iving in geographically-i Response Fund)
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and disadvantaged areas, victims of natural and man-
made disasters rendered homeless and with no means
of livelihood, and other household benefciaries whose
lives have improved through the program but are still at
risk of falling back into poverty.

Assistance to Older Persons. To guarantee continued
support for indigent senior citizens, Php 25.3 billion
is allocated for the Social Pension for Indigent Senior
Citizens. This would provide 4,085,066 million indigent
senior citizens, who are not members of any pension
system, with a Php 500.00 monthly allowance to cover
their daily subsistence and other medical needs. While the
monthly pension has since been doubled from Php 500.00
to Php 1000.00 per validated senior indigent, pursuant to
R.A. No. 11916 or the Social Pension for Indigent Seniors
Act, the additional Php 500.00 monthly pension is still to
be funded, as R.A. No. 11916 only lapsed into law last June
30, 2022.

On top of this, Php 175 million has also been provided for
the Implementation of R.A. No. 10868 or the Centenarians
Act of 2016, which pays tribute to Filipino citizens who
have reached the age of 100. This program will provide
a cash gift of Php 100,000 to 1,675 centenarians in 2023.

Assistanceto Individuals and Familiesin Crisis Situations.
For 2023, Php 19.9 billion has been earmarked for the
DSWD's Protective Services for Individuals and Families

in DifFcult Circumstances to provide services such as but

not limited to fnancial assistance, psychosocial support,
and material assistance. The targets of this program
in 2023 are 1,662 children and 1,691,869 benefciaries
served through the Alternative Family Care Program and

Protective Services Program, respectively.

Additionally, some Php 36 million has been allotted for
the Comprehensive Project for Street Children, Street
Families, and Indigenous Peoples. This project aims to
assist 2,815 street children and 1,210 street families.

Providing Nutritional Support for Women and Children.
As part of the DSWD's contribution to early childhood
care and development, the Supplementary Feeding
Program has been allotted Php 3.7 billion to provide
supplementary hot meals for 1,754,637 children enrolled
in LGU-managed child development centers and
supervised neighborhood play, as well as milk to 157,968

malnourished children.

The Bangsamoro Umpungan sa Nutrisyon Program is to
receive Php 167 million to address the high incidence
of hunger and malnutrition among children in the
Bangsamoro region. A total of 18,700 children, as well
as 3,300 pregnant and lactating women, are expected to
beneft from this program. It mainly focuses on increasing
the weight and improving the health of children in these
areas and encourages the parents or heads of the
households to achieve food security and good health for
their families.

Table 2. Target Beneficiaries of Programs for Nutritional Support

Particulars Baseline 2022 Targets 2023 NEP Targets
Supplementary Feeding
1,847,940 1,936,868 1,754,637
Program
15,890 children; 15,000 children; 18,700 children;
Bangsamoro Umpungan sa
5,825 pregnant and 7,000 pregnant and 3,300 pregnant and

Nutrisyon Program

lactating women

lactating women lactating women
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Promoting Community and Livelihood
Development and Recovery

Apartfromproviding fnancialsupporttothe marginalized,
the government will support and strengthen capacity-
building, community-driven development programs.
Community-driven development programs empower
the community, enable their participation, and serve as
a response mechanism to their needs.® These programs
aim to educate Filipinos and promote livelihood and
employment opportunities for the long-term. In this
way, these government programs aid in the sustainable
growth of the economy and bolsters the capabilities of

each person.

Kapit-Bisig Laban sa Kahirapan-Comprehensive and
Integrated Delivery of Social Services. To support one
of the government’s poverty alleviation programs that
uses a community-driven development approach, a total
of Php 13.1 billion has been allotted for DSWD's Kapit-
Bisig Laban sa Kahirapan-Comprehensive and Integrated
Delivery of Social Services. Of thisamount, Php 11.0 billion
is allocated for the additional fnancing for its National
Community Driven Development Project, a foreign
assisted project, while Php 2.1 billion is earmarked for
the Kapangyarihan at Kaunlaran sa Barangay, a locally
funded project.

Sustainable Livelihood Program. For 2023, the
Sustainable Livelihood Program is allocated Php 4.4
billion to support 191,028 household benefciaries
through its Micro-enterprise Development track or
Employment Facilitation track. The Micro-enterprise
Development track ofers skills training and capital
funding supportto startabusiness, while the Employment
Facilitation track, ofers pre-employment training and
access to locally available jobs.

Disaster Response and Management Program.
The government has provided the DSWD's Disaster
Response and Management Program with Php 3.3 billion
for 2023. This will be used for rehabilitation and relief

programs in areas afected by natural or human-induced

calamities, epidemics, and catastrophes, among others,

to revitalize the lives of the people as quickly as possible.

Social Services
from Other Departments

National Health Insurance Program. For the National
Health

Insurance Corporation will receive Php 100.2 billion to

Insurance Program, the Philippine Health

subsidize the health insurance premiums of indigent
families, senior citizens, unemployed persons with
disability, fnancially-incapable point-of-service patients,
and PAyapa at MAsaganang PamayaNAn benefciaries.

Table 3. Budgetary Allocations

of Select Social Services Programs
from Other Departments

(in billion Pesos)

Particulars 2023 NEP
National Health Insurance Program (PHIC) 100.2
Medical Assistance to Indigent and 224
Financially-Incapacitated Patients (DOH) ’
Tulong Panghanapbuhay sa Ating
Disadvantaged/Displaced Workers and 15.6
Government Internship Program (DOLE)
Emergency Repatriation Program (DMW) 10.0
Fuel Subsidies to Transport Sector 55
Afected by Rising Fuel Prices (DOTT) '
Fuel Assistance to Corn Farmers 0

and Fisherfolk (DA)

Medical Assistance to Indigent and Financially-
Incapacitated Patients. Php 22.4 billion is allocated
for medical assistance to indigent and fnancially
incapacitated patients who are unable to aford and

access quality medical care.
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Tulong Panghanapbuhay sa Ating Disadvantaged/
Displaced Workers and Government Internship Program.
The government has earmarked Php 15.6 billion for
the Tulong Panghanapbuhay sa Ating Disadvantaged/
Displaced Workers and the Government Internship
Program to ensure appropriate assistance will be
provided for displaced workers and informal workers, as
well as internship opportunities for high school, technical
vocational, or college graduates who are 18 years old
and above.

Emergency Repatriation Program. For 2023, the Php 10.0
billion allocation for the Emergency Repatriation Program
will fund the transportation assistance, temporary
accommodation,

and psychosocial counseling of

repatriated Overseas Filipino Workers.

Fuel Subsidies for Public Transport Drivers, Operators,
Farmers, and Fisherfolk. To alleviate the impact of rising
fuel prices, the Department of Transportation will set
aside Php 2.5 billion for fuel subsidies for public transport
drivers and operators. Likewise, corn farmers and
Tsherfolk will also receive Php 1.0 billion from the fuel
assistance program of the Department of Agriculture.

Creating Inequality-Reducing
Opportunities through Transformative
Social Protection Strategies

At present, there are gaps in the delivery of social services,
preventing the equitable growth of the marginalized
and vulnerable populations. In order to close this gap,
the government will continue to provide opportunities
that will capacitate Filipinos. It will implement social
protection strategies that will tackle and strengthen social

development by prioritizing the needs of the people.

Endnotes:

1 United Nations. (2022, February 7). Spending on social protection
rose nearly 270% with pandemic. Retrieved from https://news.
un.org/en/story/2022/02/1111442

2 United Nations. (2022). Commission for Social Development Report
on the sixtieth session (17 February 2021 and 7-16 February 2022).
Retrieved from https://documents-dds-ny.un.org/doc/UNDOC/
GEN/N22/276/62/PDF/N2227662.pdf?OpenElement

2 World Bank. (2022, April 14). Community-Driven Development.
Retrieved from https://www.worldbank.org/en/topic/
communitydrivendevelopment
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Labor and Employment
Supporting the Country’s Socioeconomic Growth and Development
Based on the results of the July 2022 Labor Force Survey, the country’'s employment rate has been on

an upward trend this year, with the employment reaching 94.8 percent in July 2022. This is estimated
to refect 47.39 million employed persons, a signifcant increase compared to the 41.67 million during

the same period in 2021.1

The results for the unemployment rate also refect
positive development. The number of unemployed
persons declined to 2.60 million, from 3.23 million in July
2021. The 5.2 percent unemployment rate in July 2022 is
the lowest reported unemployment rate from January to
July 2022.2

As for labor force participation rate, the survey reports
65.2 percent, some improvement over the 64.8 percent
rate in June 2022. This translates to 49.99 million Filipinos

aged 15 years and older who are either employed or
unemployed but are looking for jobs.®

While the results of the survey show a positive outlook,
the dangers of the pandemic remain. Cognizant of this,
the government will continue to support projects and
programs that create jobs, preserve livelihoods, and
address the needs of Filipino workers, as well as keep
industries open and functioning.

Table 1. Results from the July 2022 Labor Force Survey

Jul. Jan. Feb. Mar. Apr. May Jun. Jul.
Philippines
2021 F 20227 20227 2022°P 2022P 20227 2022° 2022°
Labor Force Participation Rate
%) 59.4 60.5 63.8 65.4 63.4 64.0 64.8 65.2
0
Employment Rate (%) 92.8 93.6 93.6 94.2 94.3 94.0 94.0 94.8
Underemployment Rate (%) 21.0 14.9 14.0 15.8 14.0 14.5 12.6 13.8
Unemployment Rate (%) 7.2 6.4 5.8 5.7 6.0 6.0 5.2
Notes:

F Final Estimates
P Estimates are preliminary and may change
Source: Philippines Statistics Authority
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Providing Employment Safety Nets
for Filipinos

Aware of the importance of a robust and reliable labor
sector in the recovery, development, and growth of
the country's economy, the Department of Labor and
Employment (DOLE) will receive Php 26.2 billion in 2023.
This budget will be used to assist displaced workers,
upskill the workforce, and accelerate access to the labor

market.

Tulong Panghanapbuhay sa Ating Disadvantaged/
Displaced Workers Program and Government Internship
Program. Whilst the country’s economy is recovering, the
impacts of the pandemic continue to be felt by Filipinos,
especially the informal workers. To address this and
ensure that appropriate assistance will be provided for
displaced workers and informal workers, the DOLE's
Tulong Panghanapbuhay sa Ating Disadvantaged/
Displaced Workers (TUPAD) Program is provided
Php 14.9 billion. For 2023, TUPAD aims to assist 1,798,564
benefciaries by providing safety nets or wage subsidies
through short-term employment.

Priority will be given to the following: (a) indigent families

under the National Household Targeting System for

Poverty Reduction; (b) informal sector families;
and (c) those under the next lower poverty level, as
determined by the Department of Social Welfare and
Development.

For the Government Internship Program, Php 708
million is set aside for programs and activities to provide
internship opportunities for 12,175 high school, technical
vocational, or college graduates who are 18 years old
and above. These benefciaries will receive a stipend
equivalent to the prevailing minimum wage in the region

where they reside.

DOLE Integrated Livelihood Program. Targeting poverty
eradication and vulnerability reduction among the poor
and marginalized workers, Php 2.5 billion is provided
for the DOLE's Integrated Livelihood Program, to assist
79,836 benefciaries through grant assistance for
capacity-building on livelihood and entrepreneurial

ventures.

The program will also provide training on business

planning, basic entrepreneurship  development,
productivity and workers' safety and health, production
skills, provision of working capital, and provision of
continuing technical and business advisory services,

among others.

Table 2. Allocations for the Employment Facilitation
and Emergency Employment Programs of the DOLE

(in billion Pesos)

Particulars

2022 GAA 2023 NEP

Tulong Panghanapbuhay sa Ating Disadvantaged/

Displaced Workers Program 229 14.9
DOLE Integrated Livelihood Program 1.0 2.5
Government Internship Program 0.6 0.7
Special Program for Employment of Students 0.6 0.6
Adjustment Measures Program 0.5 0.3
Jobstart Philippines Program 0.04 0.04
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Adjustment Measures Program. To assist workers
and companies in coping with economic and social
disruptions, such as pandemics and natural or man-
made calamities, Php 318 million has been allocated for
the Adjustment Measures Program of the DOLE.

Youth Employment Facilitation. To help prepare the
Filipino youth and increase their employment chances as
they enter the labor market, Php 772 million is allocated
for the DOLE's Employment Facilitation Program. Of this
amount, Php 585 million is earmarked for the Special
Program for Employment of Students (SPES) and Php 43
million for the Jobstart Philippines Program.

For 2023, SPES aims to help 72,109 youth benefciaries—
especially the qualifed low-income students, out-of-
school youths, and dependents of displaced workers
who aim to fnish their education—gain signifcant skills

and relevant work experience.

The Jobstart Philippines Program, on the other hand,
seeks to increase the employability of young Filipinos
through formal education and technical training. The
program targets to assist 1,200 youth benefciaries by
providing them with proper training, paid internships,
and access to full-cycle employment facilitation services.

Supporting Overseas Filipino Workers

Overseas Filipino Workers (OFWs) play a signifcant role
in supporting the growth of the country’'s economy. In its
2020 Survey on OverseasFilipinos, the Philippine Statistics
Authority reports an estimated 1.77 million OFWs across
the globe. Although this estimate is lower than the 2.18
million in the 2019 report, the total remittance sent by
OFWs in 2020 reached Php 134.77 billion.*

Recognizing the important role and contribution of
OFWs, the government has created an entirely separate
and distinct agency, the Department of Migrant Workers
(DMW), to focus exclusively on addressing their concerns

and ensuring the safeguarding and protection of their
rights and welfare. For 2023, the DMW has been allocated
Php 15.2 billion to ensure that the specifc needs of
Filipino workers outside the country are not neglected.

Ofthe Php 11.7 billion allocation for the Overseas Workers
Welfare Administration, Php 10.0 billion is earmarked
for the Emergency Repatriation Program. This program
aims to provide 367,287 target benefciaries with
transportation assistance, temporary accommodation,
and psychosocial counseling.

Additionally, Php 2.7 billion will fund the Overseas
Employment and Welfare Program which targets to assist
1,017,960 benefciaries through various employment

facilitation and welfare services.

Developing Productive Local Businesses

The government continues to implement interventions
that will aid the full reopening of the country’s economy.
One such intervention is through the support given to
micro, small, and medium enterprises (MSMESs) in the
country. With MSMEs making up 99.6 percent of all the
business enterprises operating in the country, adequate
support and assistance must be provided to them.®

The Department of Trade and Industry (DTI), as the
leading agency responsible for developing globally
competitive and innovative industry and services sectors,
will be allocated Php 20.5 billion. Of this amount, Php 2.3
billion will be used for the MSME Development Program
to support the programs and policies for MSMEs in the
country.
Rural Agro-Enterprise Partnership for Inclusive
Development Growth. Recognizing the potential of
rural enterprises for economic growth and employment
generation, the government will provide Php 887 million
for the Rural Agro-Industrial Partnership for Inclusive
Development Growth that aims to provide focused, frm-

level, and value chain-based assistance and fnancing to
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MSMEs. Through this project, the government intends
to address rural poverty and unemployment by linking
MSMEs and farming communities to produce products
that are competitive in the global market.

Negosyo Centers. Pursuant to R.A. No. 10644, otherwise
or the Go Negosyo Act, Php 487 million is provided for
the establishment of Negosyo Centers nationwide. These
Negosyo Centers are one-stop centers thataim to promote
ease of doing business, foster national development,
promote inclusive growth, and reduce poverty by
facilitating access to services for MSMEs within its area
of jurisdiction. Negosyo Centers will also provide access
to fnancial assistance, grants, and programs to promote
job creation, production, and trade in the country.

One Town, One Product: Next Generation Project. To
increase the competitive potential of MSMEs, Php 87
million is set aside for the DTI's One Town, One Product:
Next Generation Project. This project aims to assist
MSMEs in local communities through capacity building,
product development, technology updating, brand equity
and development, intellectual property assistance, access
to fnance, and marketing platforms and promotions.

Shared Service Facilities. For 2023, Php 70 million will be
allocated to the DTI to fund its Shared Service Facilities
Project and further boost the competitiveness of MSMEs.
With this, the DTI aims to help the target benefciaries
increase their production capacities and improve product
quality by providing machinery, equipment, tools,
systems, skills, and knowledge under a shared system.

Pondo para sa Paghabago at Pag-asenso Program.
The Pondo para sa Pagbabago at Pag-asenso Program,
which is administered by the DTI's Small Business
Corporation, is a fnancing initiative that ofers microloans
to underprivileged entrepreneurs and microenterprises.
The government will provide Php 1.5 billion to the Small
Business Corporation for this program.

Securing Livelihoods and Businesses

The country’'s economic stability and growth hinge on its
productivity and ability to produce goods and services
for both domestic and international use. Because of this,
the government must continue strengthening strategies
that provide decent and equitable employment, develop

industries, and assist small-scale businesses.

Table 3. Programs and Budgets Suppporting MSME Development

(in million Pesos)

Particulars

2022 Program 2023 Proposed

MSME Development Program 3,485 2,258
gL:cr)zj\lltﬁgro-Enterprise Partnership for Inclusive Development 825 887
Establishment of Negosyo Centers 558 487
One Town, One Product: Next Generation 91 87
Shared Service Facilities 78 70

Pondo para sa Pagbabago at Pag-asenso Program

2,000 1,500

Note: Figures may not add up due to rounding off.
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Endnotes:

! Philippine Statistics Authority. (2022, September 8). Employment
Rate in July 2022 s Estimated at 94.8 Percent. Retrieved from https://
psa.gov.ph/content/employment-rate-july-2022-estimated-948-
percent

2 |bid.

% lbid.

4 Philippine Statistics Authority. (2022, March 22). 2020 Overseas
Filipino Workers (Final Results). Retrieved from https://psa.gov.ph/
statistics/survey/labor-and-employment/survey-overseas-flipinos
5 Philippine Statistics Authority. (2022, January 6). More than 1.08
million Establishments Operated in 2021 which Generated Total
Employment of 8.57 million (2021 Updating of the List of Establishments
Preliminary Results). Retrieved from https://psa.gov.ph/content/
more-108-million-establishments-operated-2021-which-generated-
total-employment-857-million
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Infrastructure

Acknowledging and building on the success of the previous administration’s Build, Build, Build (BBB)
Program that set the country on track to the Golden Age of Infrastructure, the Marcos Jr. Administration
aspires to sustain this momentum through its Build, Better, More (BBM) Program.

An expanded version of the BBB, the BBM Program seeks to further expand and enhance infrastructure
development initiatives and programs to promote a better quality of life and increase productivity and
prosperity through the generation of more jobs and improvement of interconnectivity among regions.

And to emphasize the importance of infrastructure as the backbone of a thriving economy, the
government has provided funding for priority infrastructure programs, activities, and projects (PAPs)
that will contribute to economic development, specifcally in the sectors of agriculture and tourism.
Other key PAPs that will be funded are those that will address fooding problems, improve tra®c, and
reduce delays in the delivery of public goods and services.

For 2023, a total of Php 1.189 trillion has been allocated Table 1. Public Sector
for the frst ever infrastructure program of the Marcos Infrastructure Budget
Ir. Administration under the BBM Program, higher than (in billion Pesos)

the 2022 allocation of Php 1.178 trillion. Of this amount,

Php 960.5 billion will fund the day-to-day operations

of National Government Agencies (NGAs), such as Particulars 2021 2022 2023
subscription expenses, machinery and equipment Program Program NEP
outlays, payments for rent or lease, land improvement NGAs 851.7 920.6 960.5
outlays, and buildings and other structures.
LGUs 183.5 218.1 183.7
Building Better More GOCCs 386 39.2 45.0
Total 1,073.8 1,177.9 1,189.1

By recipient unit, Php 183.7 billion and Php 45.0 billion
will support the infrastructure PAPs of Local Government

Note: Figures may not add up due to rounding off.

Units (LGUs) and Government-Owned and/or -Controlled Table 2. Infrastructure Outlays

Corporations (GOCCs), respectively. Likewise, some (in billion Pesos)

Php 495.7 billion will go to locally-funded projects and
foreign-assisted projects of various NGAs.

Particul 2021 2022 2023

Table 3 shows the top ten recipient agencies of the FY articuiars Program Program NEP

2023 infrastructure budget. As the main implementing Programs 4374 8173 693.4

agencies under this sector, the Department of Public

) Locally-Funded

Works and Highways (DPWH) and Department of Proiect 567.2 331.6 312.2
rojects

Transportation (DOTr) will receive Php 697.2 billion )

- . Foreign-Assisted

and Php 129.8 billion, respectively. They are followed 69.2 29.0 183.5
Project

by the Department of Defense (DND) with Php 42.0 rojects

billion; Department of Health (DOH) with Php 16.9 Total 1,073.8 1,177.9  1,189.1

Note: Figures may not add up due to rounding off.
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Table 3. Top 10 Recipients of the
FY 2023 Infrastructure Budget
(in billion Pesos)

Table 4. Regional Breakdown of the
Infrastructure Program, 2022-2023
(in billion Pesos)

Particulars 2023 Proposed . 2022 2023
Particulars GAA NEP
DPWH 697.2
Non-Regionalized Budget
boTr 129.8 Nationwide 2051 266.9
DND 42.0 Central Ofce 585.2 276.4
DOH 16.9 Regionalized Budget
Cordillera Administrative
DA 21.6 ) 18.9 28.7
Region (CAR)
DepEd 11.9 Region | 208 347
DICT 5.2 Region Il 19.7 32.9
The Judiciary 50 Region llI 37.7 63.0
National Capital Region (NCR) 59.1 40.6
SUCs 2.5
Region IV-A 34.7 51.1
DENR 2.3 MIMAROPA 161 342
Note: Figures may not add up due to rounding off. Region V 30.9 49.7
Region VI 19.3 33.2
billion; Department of Agriculture (DA) with Php 21.6 Region VII 21.7 39.3
billion; Department of Education (DepEd) with Php 11.9 Region VIII 24.1 41.2
billion; Department of Information and Communications Region IX 104 277
Technology (DICT) with Php 5.2 billion; the Judiciary with .
gy (DICT) with Php 5.2 bill vdiciary wi Region X 180  50.8
Php 5.0 billion; State Universities and Colleges (SUCs) -
. o . Region XI 16.6 47.1
with Php 2.5 billion; and Department of Environment and :
Natural Resources with Php 2.3 billion. Region Xl 12.2 245
CARAGA 9.0 29.1
Among the key infrastructure PAPs of these agencies Bangsamoro Autonomous Region 18.6 18.1
H i H 1
are the following: Revised Armed Forces of the in Muslim Mindanao
Total 1,178.0 1,189.1

Philippines Program (DND), hospitals and other public
health facilities (DOH), farm-to-market roads and
water supply systems (DA), school buildings (DepEd
and SUCs), ICT related subscriptions and software
(DICT), courts and Halls of Justice (the Judiciary), and
reforestation projects (DENR).

Regionalized and Non-Regionalized
Infrastructure Budgets

The Php 1.189 trillion infrastructure budget is also
classifed into two: regionalized and non-regionalized

Note: Figures may not add up due to rounding off.

budgets. For the regionalized infrastructure budget,
the top three (3) regions that will receive the highest
allocations for infrastructure are Region Il with Php 63.0
billion, Region X with Php 50.8 billion, and Region V with
Php 49.7 billion. Moreover, the National Capital Region
will get a total of Php 40.6 billion, including the funding
requirements of departments and/or agencies located in
this region that have nationwide coverage, but without

regional operating units.
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Under
Nationwide and Central

the non-regionalized
OTfce allocations
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infrastructure budget,
total

Php 266.9 billion and Php 276.4 billion, respectively, in
2023. Nationwide allocations are yet to be distributed

to various regional ofces of departments or agencies

and to multi-user special purpose funds (e.g., calamity

funds). Central Ofce allocations, on the other hand, are

infrastructure allocations managed by the head ofces

of departments or agencies for their respective units.

Building Better Connectivity

As the engineering and construction arm of the

government, the DPWH is given a total budget of
Php 718.4 billion for 2023. This marks an 8.7 percent
decrease from its Php 786.6 billion budget in 2022.

The DOTr will have an allocation of Php 167.1 billion in

2023, 120.4 percent increase from its 2022 allocation of

Php 75.8 billion. This is the highest recorded increase

in a national government agency's annual budget this

coming fscal year.

Roads and Bridges

For 2023, a total of Php 132.6 billion has been allotted
for the Network Development Program, which will cover
road widening projects and construction of by-pass,
diversion roads, fyovers, interchanges, underpasses,
and long span bridges, as well as the paving of unpaved
roads, among others.

Php 84.2 billion will go to the Asset Preservation Program
for the preventive maintenance of primary, secondary,
and tertiary roads nationwide. This amount is also for
the construction, rehabilitation, reconstruction, and/
or upgrading of damaged roads; roads with slips, slope
collapse, and landslide; and drainages along national

roads.

Meanwhile, the Php 45.7 billion for the Bridge Program
will fund the replacement of permanent weak bridges;
as well as the retroftting, strengthening, and widening of
permanent bridges.

Table 5 shows the DPWH's accomplishments in 2021 and
targets in 2022 and 2023 for its road and bridge-related
programs.

Table 5. Accomplishments and Targets of the DPWH, 2021-2023

Particulars 2021 Accomplishments 2022 Targets 2023 Targets
Roads
Maintained roads 1,222.532 kilometers (km) 1,073.833 km 891.110 km
Rehabilitated/reconstructed/
387.055 km 228.576 km 334.537 km
upgraded roads
Newly constructed roads 2,023.925 km 1,137.95 km 50.804 km
Widened roads 1,146.978 km 651.18 km 494.65 km
Bridges
Maintained and rehabilitated ) ) )
. 327 bridges 281 bridges 304 bridges
bridges
(New and replacement) 18,443.39 linear meters (Im); 33,285 Im;
] 19,570.052 Im
constructed bridges 176,18.8 m? 307,540.573 m?
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Public Transportation and Infrastructure
Program (Rail, Aviation, Maritime, and Land)

Rail Transport Program. The Philippines currently has
76.9 kilometers of operational railways. To continue
building and laying the groundwork for more railways
that will beneft millions of passengers, Php 114.0 billion
of the DOTr's budget will go to the PAPs for rail transport.

A huge portion of this amount will fund the
North-South
(Php 75.1 billion) in 2023 to construct a 147-kilometer
railway system from Clark, Pampanga to Calamba,

Commuter Railway System Project

Laguna, with a total of 35 stations. Additionally, the PAPs
that will receive funding are the frst phase of the Metro
Manila Subway Project (Php 26.3 billion); subsidies for
Mass Transport (MRT-3) (Php 7.1 billion); LRT Line 1 Cavite
Extension Project (Php 2.7 billion); PNR South Long Haul
Project (Php 1.1 billion); and MRT-3 Rehabilitation Project
(Php 549 million).

Land Public Transportation Program. For 2023,
Php 4.7 billion has been allotted for the Land Public
Transportation Program of the DOTr. Some projects
that will be funded under this program include the EDSA
Greenways Project (Php 775 million), Cebu Bus Rapid
Transit Project (Php 700 million), and EDSA Busway
Project (Php 211 million).

Aviation Infrastructure Program. To accommodate
the increasing number of air passengers in the post-
pandemic life, a total of Php 2.5 billion has been allocated
for the Aviation Transport Program of the DOTr. Portions
of this amount will be used for the construction,
rehabilitation, and/or improvement of Tacloban Airport
(Php 1.4 billion); Antique Airport (Php 500 million); Laoag
International Airport (Php 445 million); Bukidnon Airport
(Php 80 million); and Ninoy Aquino International Airport
(Php 43 million), among others.

Maritime Infrastructure Program. Sea transport is
an integral part of the transportation network in an
archipelago like the Philippines. Thus, the Maritime

Infrastructure Program will receive Php 859 million in
2023. Of this amount, Php 588 million will be used for the
Phase 2 of the Maritime Safety Capability Improvement
Project and Php 270 million of the Maritime Safety
Enhancement Project.

Fuel Subsidy Program. Rising fuel prices pose a constant
threat to the livelihood and survival of thousands of
operators and drivers nationwide. To mitigate the efects
of spiraling fuel costs, the DOTr has set aside Php 2.5
billion for the provision of fnancial assistance or fuel
vouchers to qualifed drivers of public utility vehicles,
taxis, tricycles, and full-time ride-hailing and delivery
services nationwide as identifed and validated by the
Land Transportation and Franchising and Regulatory

Board.

Foreign-Assisted Projects. To improve development
partnerships with other countries and international
institutions, the Philippine government also implements
infrastructure PAPs that are funded by foreign donors

and creditors. Among these are the following:

e Pasig-Marikina River Channel Improvement
Project: Php 8.5 billion

« Davao City Bypass Construction Project,
Package | (South and Center stations):
Php 6.9 billion

e Improving Growth Corridors in Mindanao
Road Sector Project: Php 5.8 billion

e Samal Island Davao City Connector Project:
Php 3.6 billion

¢ Philippines Seismic Risk Reduction and
Resilience Project: Php 2.1 billion

¢ Cebu-Mactan Bridge and Coastal Road
Construction Project: Php 1.9 billion

e Bataan-Cavite Interlink Bridge Project:
Php 1.6 billion

¢ Reconstruction and Development Plan for
Greater Marawi (Stage 2): Php 1.2 billion

e Panay-Guimaras-Negros Island Bridges Project:
Php 900 million



70 DEPARTMENT OF BUDGET AND MANAGEMENT

Enhancing Infrastructure in All Sectors

In order to achieve the infrastructure goals of
the Administration, collaborations among NGAs are
encouraged. For 2023, the Convergence and Special
Support Program of the DPWH will be given Php 154.5
billion, which will fund the joint identifcation, planning,
implementing, and monitoring of infrastructure projects in
all sectors.

Sustainable Infrastructure Projects Alleviating Gaps
(SIPAG) Program. A hefty Php 29.9 billion is allocated
for the construction of access roads and/or bridges
from national roads leading to major and/or strategic
public buildings and facilities. Php 34.7 billion will
also go to Tfood mitigation structures protecting
public infrastructures and facilities; Php 5.1 billion for
interjurisdictional roads and/or bridges; Php 3.7 billion
for multi-purpose buildings and facilities to support
social services; Php 5.4 billion for coastal roads/causeway
for environmental protection and conservation; and
Php 405 million for access roads and/or bridges from
national roads connecting to Indigenous People (IP)

communities.

Tourism Road Infrastructure Program. Now that the
country has reopened for tourism, the need for better
roads and infrastructure facilities to and from tourist
zones is expected to increase. Guided by collaborative
programs and activities between the DPWH and the
Department of Tourism, a total of Php 15.7 billion will be
used for the construction, reconstruction, upgrading, and
improvement of roads and bridges in priority tourism
clusters and development areas stated in the National
Tourism Development Plan. One of the requirements
for these areas is the display of the Filipino people’s rich

heritage and culture, among others.

Roads Leveraging Linkages of Industry and Trade
(ROLL-IT) Program. The DPWH has set aside Php 8.1
billion for the industry-developing infrastructure PAPs
that will boost the growth of industry and trade in priority
economic and manufacturing zones in the country.

Specifcally, this amount will be for the construction,
reconstruction, upgrading, and improvement of the
access roads and bridges to the areas identifed in the
Philippine Inclusive Innovation Industrial Strategy and
Comprehensive National Industrial Strategy of the

Department of Trade and Industry.

TatagngImprastrakturaparasa Kapayapaan at Seguridad
(TIKAS) Program. Recognizing the importance of peace and
security in national development, Php 4.1 billion has been
allocated for the construction, rehabilitation, upgrading
,and improvement of facilities for the military and police in
order to enhance the facility capability and their readiness
to provide a secure environment conducive to social and
economic development, as well as to assure an overall

improvement in the quality of life of Filipinos.

Other PAPs. Aside from the PAPs
DPWH has also allotted portions of its budget for

above, the

the construction and/or improvement of access
roads to IP communities (Php 1.7 billion), seaports
(Php 1.4 billion), and airports (Php 0.5 billion). The
construction and/or rehabilitation of water supply/
septage and sewerage/rain water collector systems
(Php 2.7 billion), disaster-related infrastructure and
other facilities (Php 1.0 billion), and facilities for persons
with disabilities and elderly/senior citizens, including
gender-responsive facilities, (Php 480 million) will also

receive funding in 2023.

Strengthening Partnerships
with the Private Sector

With the President confdent in the country’s goal to be
“the most vibrant economy in Southeast Asia and a good
place to invest™, the government is keen on increasing
Public Private Partnerships (PPPs) to provide better public
services and secure and reliable infrastructure. PPPs are
“contractual agreement between the government and
a private frm targeted towards fnancing, designing,
implementing and operating infrastructure facilities and
services that were traditionally provided by the public

sector.™
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Some Php 16.9 billion will go to the Public-Private
Partnership Infrastructure Projects for 2023. This is only
the government's share or counterpart, however, as the
remaining requirements will be funded by the private
sector. Some of the PPP projects that are funded in the
proposed FY 2023 National Budget are:

e Tarlac-Pangasinan-La Union Expressway

e Muntinlupa-Cavite Expressway
(Daang Hari-SLEX Link Road)

¢ NAIA Expressway

e NLEX-SLEX Connector Road Project

e Cavite-Laguna Expressway Project

e Central Luzon Link Expressway, Phase I

e Dingalan-Capas-Botolan Expressway Project

e Cavite-Tagaytay-Batangas Expressway (CTBEX)

e Quirino Highway Project

e Tarlac-Pangasinan-La Union
Expressway (TPLEX) Extension Project

e Pacifc Eastern Seaboard Expressway

e Mindoro-Batangas Super Bridge

e North Luzon Expressway East (NLEE),
Phase | and Il

e Boracay Bridge Projects

e Metro Cebu Expressway

e« DPWH-Central Ofce Building

« lloilo-Capiz-Aklan Expressway (ICAX)

e Opol-Naawan Expressway Project

e Villanueva-Cagayan de Oro-Opol Project

e Pangasinan-Nueva Ecija Expressway

e Rehabilitation/Reconstruction/
Improvement, Operation and
Maintenance of Kennon Road Project

Expanding Infrastructure

Throughout the years, the massive spending and
implementation of reforms in the infrastructure sector
helped address major bottlenecks that hinder national
development. This success serves as a constant reminder
for the government to continue working hard to achieve
a matatag, maginhawa, at panatag na buhay by 2040.

Endnotes:

! Inclusive of infrastructure projects located in the BARMM (and
former ARMM) provinces

2 Department of Transportation. (n.d.). Railway Sector. Retrieved
from https://dotr.gov.ph/railways-sector.html#operational-rail-
way-network-in-luzon

3 Valenta, C. (2022 September 29). Marcos pushers for more PPP
Projects. Retrieved from https://www.manilatimes.net/2022/09/29/
news/national/marcos-pushes-for-more-ppp-projects/1860228

4 Public-Private Partnership Center. (n.d.). What is PPP? Retrieved
from https://ppp.gov.ph/ppp-program/what-is-ppp/
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Climate and Disaster Risk Resilience,
& Environmental Management and Protection

The geographic location of the Philippines makes it highly vulnerable to the impacts of climate change,
defned by the United Nations as “long-term shifts in temperatures and weather patterns.” These
impacts or consequences include, among others, drought, water scarcity, rising sea levels, fooding,

and declining biodiversity.

The Index for Risk Management (INFORM) Global Risk Index? for 2022 and 2023 has ranked the country
second among the ASEAN countries in terms of vulnerability, hazards, and exposures to natural and
human calamities, and the lack of coping capacity towards such events.® From 1980 to 2020, the top
three (3) recorded natural hazards that occurred in the country were storms, foods, and landslides.*

Table 1. INFORM Risk Index Results
among ASEAN Countries, 2022-2023

Particulars 2022 2023

Myanmar 6.3 6.8
Philippines 53 52
Cambodia 4.6 4.7
Indonesia 4.6 4.6
Thailand 3.8 4.0
Lao PDR 4.1 3.9
Vietnam 3.7 3.4
Malaysia 3.1 3.0
Brunei Darussalam 1.7 1.8
Singapore 0.5 0.5

Source: INFORM Global Risk Index 2022 and 2023

Strengthening Climate Change
and Disaster Risk Resilience

A proactive response to this is among the priorities of
the Marcos Jr. Administration. And this is refected in the
allocation of Php 458.7 billion in the FY 2023 proposed

National Budget, to support programs, activities, and

projects (PAPs) that will facilitate the country’'s adaptation
to climate change, as well as mitigate its adverse efects.
The budget for these PAPs has steadily increased by an
average of at least 15 percent annually.

To further underscore its commitment, the government
has adopted Climate Change Expenditure Tagging
(CCET) in the identifcation of public expenditures for
climate change. This serves as an e¥cient tool that
allows the government to track and monitor climate
expenditures at the national and local levels. The
CCET typologies used by government agencies to
identify their specifc climate actions are based on
the National Climate Change Action Plan (NCCAP).

The NCCAP was formulated outlining the country's
agenda for adaptation and mitigation to fully address the
challenges of climate change, following the adoption of
the National Framework Strategy on Climate Change
which is mandated under R.A. No. 9729 or the Climate
Change Act of 2009. It prioritizes the following as the
strategic direction for 2011 to 2028:

*  Food Security
Ensure availability, stability, accessibility, and
afordability of safe and healthy food amidst
climate change.
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Table 2. Climate Change Expenditures Tagging, 2021-2023
(in billion Pesos)

NCCAP 2021 2022 2023
Strategic
Priorities Adaptation Mitigation Total Adaptation Mitigation Total Adaptation Mitigation Total
Food Security 14.9 0.2 15.1 284 04 28.8 40.2 0.6 40.8
Water
. 145.2 - 145.2 217.5 - 217.5 271.4 - 271.4
Sufficiency

Ecosystem and

Environmental 1.3 3.9 52 4.3 3.0 7.3 2.6 3.4 6.0
Stability
Human

1.4 - 1.4 1.7 - 1.7 3.4 - 34
Security

Climate Smart

Industries and 2.0 2.1 4.1 4.3 2.1 6.5 2.8 2.1 5.0
Services
Sustainable

4.0 1.1 5.1 4.7 20.1 24.8 23.0 108.5 131.5
Energy
Knowledge
and Capacity 1.1 - 1.1 2.3 - 2.3 0.8 - 0.8

Development

Cross-Cutting 0.4 0.6 0.9 0.1 0.8 0.9 0.4 0.3 0.7

Total 170.3 7.9 178.2 263.4 26.3 289.7 343.8 114.9 458.7

Note: Figures may not add due to rounding off.

* Water Sufficiency and rehabilitation of critical ecosystems and
Restructure the entire water sector governance, restoration of ecological services.
assess the resiliency of major water resources
and infrastructures, manage supply and demand «  Human Security
and water quality, and promote conservation. Reduce the risks to women and men of climate

change and disasters.
* Ecological and Environmental Stability

Ecosystem resilience and environmental stability +  Climate-friendly Industries and Services
during the plan period is focused on achieving Create green and eco-jobs and sustainable
one immediate outcome: the protection consumption and production, and develop

sustainable cities and municipalities.
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e Sustainable Energy

Promote and expand energy eTfciency
and conservation; develop sustainable and
renewable energy; environmentally-sustainable
transport; climate-proofng; and rehabilitate

energy systems infrastructures.

* Knowledge and Capacity Development
Enhance knowledge on the science of climate
change and capacity for climate change
adaptation, mitigation,and disaster risk reduction
at the local and community level; and establish
climate change knowledge management through
a gendered lens accessible to all sectors at the
national and local levels.®

Climate change magnifes the efects of disasters, which
decrease the resiliency of Filipinos, thereby slowing
economic and social development. To address this, a
considerable portion of the FY 2023 proposed National
Budget will go to PAPs that strengthen disaster resiliency.

National Disaster Risk Reduction and Management
Fund (NDRRMF). For 2023, a budget of Php 31.0 billion
has been earmarked for the NDRRMF, 55 percent higher
than its 2022 budget of Php 20.0 billion. This will be
used to fund reconstruction, rehabilitation, repair, aid,
and relief services to communities or areas afected
by calamities, including the training of personnel and
other pre-disaster activities. Of this total budget,
Php 17.1 billion will
reconstruction of permanent structures, including capital

support the repair and
expenditures for pre-disaster operations, rehabilitations,
and other-related activities.

Quick Response Fund (QRF). Php 6.4 billion, lodged under
the budget of various agencies, represents stand-by
funds that will assist in the quick normalization of living
conditionsincommunitiesandareasstrickenbycalamities,
epidemics, crises, and catastrophes, among others.
In 2023, the QRF allocation is provided for the following
agencies: Department of Education, Php 2.0 billion;
Department of Social Welfare and Development,
Php 1.3 billion; Department of Agriculture, Php 1.0

billion; Department of Public Works and Highways,
Php 1.0 billion; Department of Health, Php 500 million;
O-Fce of Civil Defense, Php 500 million; Bureau of Fire
Protection, Php 50 million; and Philippine National Police,
Php 50 million.

Marawi Siege Victims Compensation Fund. The siege of
Marawi was a fve-month long armed confict in Marawi
City in 2017, which left heavily damaged infrastructure
and thousands of Filipinos homeless. To provide
monetary compensation for the victims of the crisis,
Php 1.0 billion has been allotted by the government for
Marawi in 2023.

Flood Management Program. Geographically located
along the typhoon belt and thus in the typhoon path,
the Philippines has always been prone to disasters such
as destructive foods and landslides caused by heavy
rainfall. To address this challenge, Php 168.9 billion has
been allotted for the Flood Management Program of the
Department of Public Works and Highways, in order to
construct 1,293 food mitigation structures and drainage
systems nationwide. This will also fund the construction
and rehabilitation of 708 food mitigation of facilities in

major river basins and principal rivers.

Metro Manila Flood Control Project. Another food
management project that will be funded in the FY
2023 proposed National Budget is the Metro Manila
Flood Management Project of the Metropolitan Manila
Development Authority. A total of Php 1.4 billion will fund
the improvement and modernization of urban drainages

in Metro Manila to strengthenits resiliency against foods.
Promoting A Healthy Environment

The Philippines is blessed with an abundance of natural
resources throughout most of its 7,641 islands, which
are also rich with fertile lands teeming with various
fora and fauna. But the same islands are constantly
threatened by numerous environmental challenges
caused by, among others, climate change, human
impacts (e.g., uncontrolled population growth, pollution),

and inefective management of resources.
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To ensure the protection and preservation of our
natural resources and the promotion of environmental
resiliency, a total budget of Php 24.1 billion is given to
the Department of Environment and Natural Resources
(DENR) for 2023. This amount will be spent for the
conservation, management, development, and proper
use of forests, grazing lands, mineral resources, and
lands of the public domain, among others, for the future
generations of Filipinos.

Wildlife Management Fund. To conserve and protect
wildlife species and their habitats, Php 5.5 million of the
DENR budget will go to the Wildlife Management Fund.
PAPs under this will promote ecological balance and
enhance biological diversity in the country and regulate

the collection and trade of wildlife, among others.

Enhanced National Greening Program. Php 2.5 billion will
be provided to the DENR to, among others, contribute
in the reduction of poverty among upland and lowland
poor households, indigenous peoples, and coastal and
urban areas and promote public awareness to instill
social and environmental consciousness on the value of
forests and watersheds. This amount will also be used to
plant 6,179,762 seedlings in 11,631 hectares of land and
ensure maintenance of an additional 156,909 hectares in
2023. This is on top of the 156,836.92 hectares of planted
areas that were maintained and protected in 2021.
Manila Bay Rehabilitation Project. To continue
addressing the environmental pollution in the Manila
Bay, a budget of Php 1.7 billion has been allotted for the
cleanup of all esteros and waterways connected to this
body of water.

Protected Areas Management. There are currently more
than 240 protected areas in the country that make up at
least 15.4 percent, or 4.63 million hectares, of the entire
Philippine land. In 2021, a total of 37 inland wetlands
and 87 caves were established and conserved under the
Protected Areas Management Program of the DENR.

To continue this program in 2023, the DENR will allot
Php 1.0 billion for the conservation of 16 inland

wetlands and 13 caves, as well as the establishment and
management of additional 2 critical habitats.

Environmental Assessment and Protection.
Efective communication and information dissemination
on how to protect the environment is crucial. In 2021
alone, a total of 48,096 information, education, and
communication (IEC) materials were developed and
disseminated, which is higher than the set target of

40,000 IEC materials.

For 2023, the Environmental Management Bureau under
the DENR targets to produce and distribute 1,050,600
IEC materials. A total of Php 261 million will be used for
this purpose, which is broken down into the following
activities: Php 202 million for pollution research, Php 38
million for impact assessments, and Php 21 million for

education and partnership building.

Clean Air, Water, and Waste Management. To uplift
the standards of human settlements and improve living
conditions especially in the urban areas, Php 184 million is
earmarked to ensure clean water through the protection
and preservation of priority rivers and critical water
bodies. In addition, Php 178 million is provided to fund
the operations of 106 air quality monitoring stations that
aim to improve and maintain the country's air quality.
Further, the provision of Php 256 million will make
sure that the activities under the ecological solid waste
management regulations are properly implemented.

Coastal and Marine Ecosystems Management. In 2023,
a budget of Php 246 million will be allotted to reduce
the threats and drivers of degradation of the coastal
and marine ecosystems in the country by funding
rehabilitation and management activities in these areas.

Pasig River Rehabilitation. Prioritizing the restoration
and preservation of one of the major rivers in the country,
a total of Php 89 million is allotted for the rehabilitation

and improvement of the water quality in the Pasig River.

Other PAPs. The Php 269 million under the DENR

budget will be used for soil conservation and watershed
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management, including the development of river basins.
Another Php 122 million will fund the operations against

unlawful activities that harm the environment.

Table 3. Other PAPs in the
Environment Sector
(in million Pesos)

Particulars 2022 GAA 2023 NEP

Soil conservation and

453 268
watershed management

Operations against illegal
environment and natural 192 122
resources activities

Efficient Use of Energy Sources

The government strongly believes that providing electric
service to every Filipino home and community will
improve living conditions and provide more livelihood
opportunities. In 2023, the Department of Energy (DOE)
will receive a total of Php 2.22 billion to help achieve
self-reliance in the energy sector by powering up Filipino
communities through clean, e®cient, and sustainable
energy. Thisamount is 1.48 percent higher than the 2022
budget of Php 2.19 billion.

Sitio Electrification Project. Php 1.6 billion will be
allotted for the electrifcation project of the National
Electrifcation Administration that will energize 1,085
sitios in 2023. In 2021 alone, this project had provided
electric service to 1,069 far-fung and remote areas of the
country.

Renewable Energy Development Program. The Php 145
million fund allotted for this program will be used for
the promotion, as well as supervision and regulation of
exploration, development, and utilization of renewable
energy resources and technologies.

Energy Efficiency and Conservation Program.
To promote the judicious conservation and efcient

utilization of energy, the DOE is allotted Php 252 million for

the conduct of energy audit services and the supervision,
development, promotion, and implementation of energy

efciency and conservation programs and projects.

Alternative Fuels and Technologies Program. The
DOE will receive Php 79 million for the promotion of
research, development, demonstration and utilization of

alternative fuels and technologies in FY 2023.

Table 4. Select Programs of the DOE
(in million Pesos)

Particulars 2022 GAA 2023 NEP
Renewable Energy

145 145
Development Program
Energy Efciency and

» ] Y 178 252

Conservation Program
Alternative Fuels and

112 79

Technologies Program

The Environment Matters

Developing countries are the most vulnerable to the
impacts of climate change. If left unaddressed, this
global phenomenon will lead to more severe impacts
on population growth and poverty, which will ultimately
hinder national development. With the budget the
Marcos Jr. Administration has earmarked for climate
change mitigation and adaption and environmental
protection, there is hope that the Philippines will be able
to lessen the upheavals, threats, and impacts caused by

climate change.

Endnotes:

1 United Nations. (n.d.). What is Climate Change? Retrieved from
https://www.un.org/en/climatechange/what-is-climate-change

2 The INFORM Global Risk Index identifes countries at risk of
humanitarian crises and disasters that could overwhelm national
response capacity through these three dimensions - hazards and
exposure, vulnerability, and lack of coping capacity.

¥ European Commission. (n.d.). Results and data. Retrieved from
https://drmkc.jrc.ec.europa.eu/inform-index/INFORM-Risk/Re-
sults-and-data/moduleld/1782/id/453/controller/Admin/action/
Results

4 World Bank. (n.d.). Philippines. Retrieved from https://climate-
knowledgeportal.worldbank.org/country/philippines/vulnerability
5 Climate Change Commission. (n.d.) National Climate Change Action
Plan 2011-2028.
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Food Security and Safety

Food security continues to be a serious global and national concern. Internationally, the Russia-Ukraine
confict has altered global patterns of trade, production, and consumption of commodities in ways that
will keep prices at high levels through the end of 2024, exacerbating food insecurity and infation. High
food prices have triggered a global crisis that is driving millions more into extreme poverty, magnifying

hunger and malnutrition.!

According to the 2022 State of Food Security and
Nutrition in the World report, the number of people
afected by hunger across the globe ranged from 702 to
828 million in 2021. In Asia alone, 424.5 million people
were undernourished. In the Philippines, approximately
5.3 million Filipinos sufered from severe lack of food
from 2019 to 2021.2

The Philippines ranked 67™ out of 113 countries in the
2022 Global Food Security Index (GFSI) of the Economist
Impact. The GFSI determines the level of food security of
a country based on four pillars: food afordability, food
availability, food quality and safety, and sustainability
and adaptation.

The Philippines registered an overall score of 59.3 out of
100 in the 2022 GFSI, indicating that the country is lagging
behind in its goal of attaining food security despite being
a predominantly agricultural nation. It scored 71.5 on
food afordability, still short of the perfect rating, as
many poor Filipinos cannot aford even just their basic
food needs?, let alone quality and nutritious diets.

On food availability, the country scored much lower at
55.2, suggesting an imbalance in domestic food supply
vis-a-vis consumer demand. Among the indicators under
the pillar, the Philippines performed poorly in terms of
agricultural research and development, supply-chain
infrastructure, and su®ciency of food supply.

Figure 1. Performance of the Philippines in the 2022 Global Food Security Index
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Food quality and safety was rated at 65.3 points,
highlighting the need to impose stricter regulatory
measures on agricultural products to ensure food safety
and protect consumer health. The country scored the
lowest in the sustainability and adaptation pillar, as its
susceptibility to typhoons and other natural disasters
pose risks to its food systems.

These challenges call for the government to employ a
multi-faceted strategy, with agriculture at the core, to
address food insecurity in the Philippines. The country’s
agricultural systems need to be transformed and
modernized to boost domestic agricultural production,
in turn leading to more abundant food supply, higher
income for food growers, cheaper healthy diets, more

Table 1. Breakdown of the Agriculture Sector Budget, 2022-2023

(in million Pesos)

% Increase/

Particulars 2022 GAA 2023 NEP
(Decrease)
Department of Agriculture (DA) 71,012 102,155 43.9
Department of Agrarian Reform 10,437 15,850 51.9
Attached Corporations of the DA 46,275 61,600 33.1
National Dairy Authority 511 357 (30.7)
National Food Authority 7,000 12,000 71.4
National Irrigation Administration 31,469 40,843 29.8
National Tobacco Administration 555 551 (0.9)
Philippine Coconut Authority 1,097 1,136 3.6
Philippine Fisheries Development Authority 4,308 5,063 17.5
Philippine Rice Research Institute 622 650 4.5
Sugar Regulatory Administration 712 1,000 40.4
Philippine Crop Insurance Corporation* 4,500 4,500 -

Note: Figures are inclusive of automatic appropriations and may not add up due to rounding off.

*Transferred to the Department of Finance per Executive Order No. 148
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livelihood opportunities, leading to faster economic
growth.*

To help drive this agricultural transformation, public
expenditure for the Agriculture sector has beenincreased
to Php 184.1 billion in 2023, higher by 39.2 percent than
the 2022 level of Php 132.2 billion. This represents the
total of allocations (inclusive of automatic appropriations)
for the Department of Agriculture (DA) and its attached
agencies and corporations, the Department of Agrarian
Reform (DAR), and the Philippine Crop Insurance
Corporation (PCIC). The Php 102.2 billion for DA, on
top of appropriations from other agencies, will be used
primarily to support the programs and projects under
the Agriculture and Fisheries Modernization Program.

With the budget, the government aims to bolster
the resilience of food systems, expand agricultural
infrastructure, promote agricultural research and
development, assist small food producers, ensure food

safety, and expedite land distribution.

Building Resilient Food Systems

Rice Buffer Stock. To maintain sufcient rice bufer stock
in the event of calamities, crises, or shortfalls in rice
production, the National Food Authority (NFA) has been
provided Php 12.0 billion for its Bufer Stocking Program
in 2023. The amount is higher by 71.4 percent than the
previous year's Php 7.0 billion to increase the country’s
bufer stock capacity from nine (9) days to 15 days.

Under the program, the NFA targets to procure 631,579
metric tons of palay solely from local rice farmers. It also
seeks to maintain 99.50 to 100 percent of the total stored
rice bufer stocks in good and consumable condition.

Crop Insurance. The provision for the Crop Insurance
Program of the PCIC will be maintained at Php 4.5 billion.
This will cover the full insurance premiums for crops,
livestock, fsheries, and non-crop agricultural assets

79

of 2,291,897 subsistence farmers and fsherfolk listed
under the Registry System for Basic Sectors in Agriculture
(RSBSA). Benefciaries residing in localities declared as
critical geo-hazard areas or no-build zones identifed by
the Mines and Geosciences Bureau will be prioritized.

Seed Buffer Stocking. Some Php 0.7 billion under the DA
is earmarked for the purchase of high-quality rice and
corn seeds to ensure enough supply of these crops in the
event of calamities and emergencies afecting rice and
corn productions. In the distribution of seeds, priority will
be given to geographically isolated and disadvantaged
provinces that are considered major producers of rice
and corn, as well as provinces afected by typhoons and
calamities.

Developing Strong
Agricultural Infrastructure

Agricultural Machinery, Equipment, and Facilities.
Of the total DA budget, Php 5.9 billion is allocated
for the construction of agricultural facilities and the
procurement of on-farm and post-harvest machinery,
facilities, and equipment.

This is 14.6 percent higher than its Php 5.1 billion budget
in 2022, due to the increased allocations for the purchase
of agricultural equipment and facilities under the National
High Value Crops Development Program (Php 724 million),
National Corn Program (Php 702 million), Promotion and
Development of Organic Agriculture Program (Php 350
million), and National Urban and Peri-urban Agriculture
Program (Php 254 million).

Farm-to-Market Roads. To enable food growers to
transport their goods to markets and consumers with
relative ease and at lesser costs, Php 13.1 billion is
provided to support locally-funded farm-to-market road
(FMR) projects of the DA in 2023. Said amount will cover
the construction of 1,095.71 kilometers (km) of FMRs in
designated key production areas, more than the 2022
updated target of 623.75 km.
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Table 2. Regional Allocation
of FMRs, 2023
(in million Pesos)

Particulars Amount % Share
to Total
Cordillera Administrative
Region 488 3.71
Region | 1,865 14.18
Region I 805 6.12
Region Il 1,115 8.48
Region IV-A 759 5.77
MIMAROPA 711 5.41
Region V 1,710 13.01
Region VI 861 6.55
Region VII 790 6.01
Region VIII 1,420 10.80
Region IX 456 3.47
Region X 705 5.36
Region XI 565 4.30
Region XII 393 2.99
Region Xl 507 3.86

Note: Figures may not add up due to rounding off.

Of the total FMR allocation, 46.5 percent will go to the top
four recipient regions: Region | (Php 1.9 billion), Region V
(Php 1.7 billion), Region VIl (Php 1.4 billion), and Region
Il (Php 1.1 billion).

Irrigation. Building efcient and climate-resilient
irrigation systems ensures the availability of water for
crops in all seasons, thereby resulting in higher crop
yields and more revenues for farmers.> Recognizing the
signifcance of investments in irrigation, the government
allocates Php 30.5 billion to irrigate 2,456,222.06 hectares
of agricultural land nationwide.

Of this amount, Php 29.5 billion is tucked under the
budget of the National Irrigation Administration (NIA).
This will fund the Irrigation Systems Restoration Program
(Php 20.6 billion) to restore 23,901 irrigation systems
and service 2,449,674 hectares through national and
communal irrigation systems. It will also fnance the
Irrigation Systems Development Program (Php 8.9
billion), which aims to develop 15,941 hectares of new

service areas.

The remaining Php 1.0 billion will subsidize the Irrigation
Network Services Sub-Program of the DA, to support the
implementation of small-scale irrigation projects of the
Bureau of Soils and Water Management. Said amount will

be utilized to ensure the irrigation of 6,548.06 land hectares.

Fish Ports. For 2023, the Philippine Fisheries Development
Authority (PFDA) will receive Php 5.1 billion, registering a
17.5 percent increase from its Php 4.3 billion allocation
in 2022. With this budget, the PFDA will undertake the
construction/rehabilitation/improvement of four fsh
ports through the Fisheries Infrastructure Development
Program. Target areas are Navotas, General Santos,

Camaligan, and Sual.

Farm-to-Mill Roads, Bridges, and Sugar Block Farms.
Sugar, once a top Philippine agricultural export in
the 1970s, is now a commodity that the country
needs to import, as sugar domestic production has

been declining over the years. Data from the Sugar
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Table 3. Selected Targets of the NIA, 2022-2023

I
Particulars 2022 GAA 2023 NEP

Irrigation Systems Restoration Program

No. of hectares irrigated in all cropping seasons 2,318,883 2,449,674
National irrigation systems 1,415,887 1,519,052
Communal irrigation systems 902,996 902,996

No. of hectares in irrigation systems restored 16,328 23,901

Kilometers of canal network repaired/rehabilitated with and without canal lining 31,469 40,843

Irrigation Systems Development Program

No. of hectares of new service areas developed 17,639 15,941

Table 4. Philippine Sugar Statistics, 2017-2022

Crop Year
Particulars
2017-2018 2018-2019 2019-2020 2020-2021 2021-2022
Sugarcane areas (in hectares) 418,215 409,714 399,788 398,478 397,524

Sugarcane milled (in metric tons or MT) 23,860,924 21,767,659 23,299,178 25,186,740 21,166,858

Raw sugar production (in MT) 2,083,638 2,074,110 2,145,693 2,138,147 1,815,939

Refned sugar production (in MT) 926,677 827,188 839,543 758,840 746,546

Source: SRA
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Regulatory Administration (SRA) show that raw sugar
production, sugarcane milling, and other indicators of
the competitiveness of the sugar industry have been on
a downward trend since 2017.°

To address the challenges that beset the local sugar
industry and restore its competitiveness, the SRA has
been allocated Php 1.0 billion for its Sugarcane Industry
Development Program, 40.4 percent more than the
Php 712 million provided in 2022. Among the attached
corporations of the DA, the SRA received the second
highest budgetary increase in 2023.

More than 50 percent of this allocation will focus on
improving the infrastructure for sugar production and
transportation, wherein the amount of Php 500 million
will be released directly to the Department of Public
Works and Highways for the construction of 26.71

kilometers of farm-to-mill roads (Php 481 million) and
20 bridges (Php 19 million) in key sugarcane-producing
provinces in accordance with the approved farm-to-mill
road master plan.

Enhancing Farm Yields

National Programs of the DA. In order to efectively
address the challenges of a looming food crisis caused by
high prices of farm inputs and the declining production
of major commodities like rice, the DA has been given
Php 49.9 billion for its banner programs on prime
commodities.

The allocation is higher by 77.6 percent compared to
the 2022 level due to the increase in the budgets of
the national programs for rice, corn, high value crops,

Table 5. National Programs of the DA, 2022-2023

(in billion Pesos)

Particulars 2022 GAA 2023 NEP

National Rice Program 15.8 30.5
National Fisheries Program 3.8 5.5
National Corn Program 1.5 52
National Livestock Program 5.2 5.2
National High Value Crops Development Program 1.5 2.0
National Organic Agriculture Program 0.5 0.9
National Urban and Peri-Urban Agriculture Program - 0.4

Note: Figures may not add up due to rounding off.
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fsheries, and organic agriculture, as well as the provision
for the new National Urban and Peri-Urban Agriculture
Program. These programs aim to boost the productivity
and income of small farmers and fsherfolk, thus
contributing to food security and poverty alleviation.

The National Rice Program gets the highest allocation
with Php 30.5 billion, almost twice its 2022 budget of
Php 15.8 billion. The increase is largely attributed to the
Php 19.5 billion subsidy for the expansion of fertilizer
support to make fertilizers more accessible to rice
farmers and to minimize their production losses.

For the National Fisheries Program, Php 5.5 billion is
provided in 2023, 44.7 percent more than the previous
year's Php 3.8 billion. The program aims to achieve a
target of 0.95 million metric tons (MMT) of commercial
fsheries production, 1.15 MMT of municipal fsheries
production, and 2.36 MMT of aquaculture production.

Registering the biggest increase is the National Corn
Program with Php 5.2 billion, more than threefold its
2022 allocation of Php 1.5 billion. The National Livestock
Program, on the other hand, will be maintained at
Php 5.2 billion to produce 1.96 MMT of hogs and 1.82
MMT of chicken.

Php 2.0 billion will go to the National High Value Crops
Development Program, and Php 900 million will be for the
conversion of 25.50 hectares of land to organic farming
through the National Organic Agriculture Program.

The National Urban and Peri-Urban Agriculture Program
will receive Php 442 million in 2023. This is a new banner
program of the DA, pursuant to DA Administrative Order
No. 03, Series of 20227, that aims to promote food
production in urban areas and peri-urban areas or places
that are located between the city and the countryside.

The program encourages the practice of agriculture
even in limited spaces, such as in backyards, rooftops,

community vegetable and fruit gardens, and unused
publicspaces. Itisdesigned to aid inthe attainment of food
security by making food more accessible and afordable,
reducing costs in logistics and energy consumption,
providing agri-related livelihood opportunities, and
making nutritious food available for Filipinos living in
urban and peri-urban areas.

Rice Competitiveness Enhancement Fund (RCEF). To
improve rice yields and boost the competitiveness and
income of domestic rice producers, Php 10.0 billion is
provided for the RCEF, pursuant to R.A. No. 11203 or
the Rice Liberalization Act. This is on top of the allocation
for the National Rice Program.

The Php 10.0 billion for the RCEF will be released directly
to the implementing agencies and used to achieve the
objectives and plans under the rice industry roadmap, to
be allocated as follows:

¢ Rice Farm Machineries and Equipment (50
percent): For release to the Philippine Center for
Postharvest Development and Mechanization
(PhilMech) as grants-in-kind to eligible farmers
associations, registered rice cooperatives,

and local government units, to improve farm

mechanization. This will be provided in the form
of rice farm equipment, such as tillers, tractors,
seeders, threshers, rice planters, harvesters,
irrigation pumps, small solar irrigation, reapers,

driers, millers, and the like.

e Rice Seed Development, Propagation, and
Promotion (30 percent): For release to the
Philippine Rice Research Institute (PhilRice) for
the development, propagation, and promotion
of inbred rice seeds to rice farmers, and the
organizing of rice farmers into seed growers
associations and/or cooperatives engaged in

seed production and trade.
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e Expanded Rice Credit Assistance (10 percent):
For the provision of a credit facility with minimal
interest rates and collateral requirements for rice
farmers and cooperatives. This will be managed
equally by the Land Bank of the Philippines and
the Development Bank of the Philippines.

e Rice Extension Services (10 percent): To fund
extension services for teaching skills on rice crop
production, modern rice farming techniques,
seed production, farm mechanization, and
knowledge/technology transfer through farm
schools nationwide. These services will be
conducted by the PhilMech, PhilRice, Agricultural
Training Institute, and Technical Education and
Skills Development Authority.

Coconut and Palm Oil Industry. To increase coconut
production and reduce poverty among coconut farmers,
the Philippine Coconut Authority is provided with an
amount of Php 820 million for the development of the
coconut and palm oil industry. Priority will be given to
major coconut-producing provinces and other provinces
identifed in the Focus Geographical Areas in accordance
with National Budget Memorandum No. 126 dated April
4,2016.8

Of said amount, Php 720 million is allotted to the Coconut
Industry Development Program to plant 1,368,510
coconutseedlingsin 9,570 hectares of land area, establish
34 coco-based enterprises, distribute 34 machineries
and equipment, and maintain or operationalize 7,720
hectares intercropped with coconut trees.

Php 100 million is earmarked for the Oil Palm Industry
Development Program. This will fund the Smallholders
Oil Palm Plantation Development Project, which aims to
expand the areas dedicated to oil palm production, by
converting suitable idle lands into oil palm plantations
and/or replanting existing oil palm plantations with high-
yield hybrids.

Dairy Industry. To improve the proftability,
competitiveness, and sustainability of the dairy industry,
the National Dairy Authority will allot Php 296 million
of its 2023 budget to implement the Dairy Industry

Development Program.

Targets under the program include the following: (1) train
1,743 dairy farmers/cooperatives; (2) accumulate and
maintain an inventory of 74,457 dairy animals through
build-up of existing local animals and animal infusion in
dairy areas; (3) assist 56 processors who are suppliers to
the Milk Feeding Program; and (4) increase the volume of
milk produced to 25.14 million liters.

Shaping a Modernized Agriculture Sector

Philippine Rural Development Project. In support of
a modern, climate-smart, and market-oriented Agri-
Fisheries sector, Php 6.0 billion is allotted for the
Second Additional Financing for the Philippine Rural
Development Project, to provide key infrastructure,
facilities, and technologies that will beneft farmers and
fsherfolk, promote enterprise development, and connect
production areas directly to markets. The amount is
almost thrice its 2022 allocation of Php 2.3 billion.

Research (R&D).
Numerous challenge—such as global warming, rising

Agricultural and Development
costs of farm inputs, declining local production, and
higher demand for healthy food—highlight the need for
better investments in agricultural R&D. Cognizant of this,
the DA allots Php 2.2 billion for its R&D Sub-Program to
fund R&D activities for its national programs on major
commodities, with the National Rice Program getting the
largest share of Php 655 million.

The Philippine Council for Agriculture, Aquatic
and Natural Resources Research and Development
(PCAARRD) will receive Php 1.4 billion. This allocation will
support the implementation of the National Agriculture,
Aquatic, and Natural Resources R&D Program. It will fund

facilities development, capacity building, and research
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projects on marine environment, genomics, animal and

plant diseases, and innovative horticulture, among others.

For 2023, the PCAARRD targets to fund and monitor
519 and 717 R&D projects, respectively. It also aims to
complete 90 percent of projects which are published in
peer-reviewed journals, presented in national and/or
international conferences, or with intellectual property
fled or approved.

Furthermore, Php 307 million will be used to implement
the Agricultural Mechanization and Postharvest Research,
Development, and Extension Program of the PhilMech.

Likewise, Php 271 million under the National Fisheries
and Research Development Institute will fnance the
Fisheries R&D Program to develop and disseminate
technologies and information on aquaculture, capture
fsheries, and fsheries postharvest.

Agricultural Competitiveness Enhancement Fund (ACEF).
A total of Php 1.7 billion will go to the ACEF in 2023,
slightly less than the Php 1.8 billion allocated in 2022.
The Fund will be sourced from duties collected from the
importation of agricultural products (except rice) under
the minimum access volume mechanism, including
unused balances and collections from repayments from

loan benefciaries.®

Eighty (80) percent of the ACEF will be used to provide
loan/credit with reasonable interest, not exceeding
Php 5 million per project loan, for the acquisition
and establishment of agri-based production and
postproduction, and processing machineries, equipment,
and facilities.

Another 10 percent will fund grants for R&D and
commercialization of agricultural and fshery products,
as well as the upgrading of research facilities of qualifed
State Universities and Colleges, not exceeding Php 5 million
per project. The other 10 percent will subsidize studies in

agriculture, forestry, fsheries, and veterinary medicine,
to be released directly to the Commission on Higher
Education.

Supporting Food Producers

Credit Support Services. The Agricultural Credit Policy
Council (ACPC) will receive Php 2.8 billion in 2023, higher
than its 2022 level of Php 2.6 billion. This will fund the
implementation of the Agro-Industry Modernization
Credit and Financing Program (AMCFP) to establish a
fexible credit facility for small farmers and fsherfolk
listed under the RSBSA.

Through the program, the ACPC seeks to grant 2,750
loans to credit retailers/lenders, and 2,300 loans to end-
borrowers; conduct 32 credit program orientations and
credit matching seminars and workshops; and provide
140 farmer and fsherfolk organizations with institutional
capacity building assistance.

Special Area for Agricultural Development (SAAD). The
SAAD Project is a locally-funded program of the DA
designed to help reduce poverty in the Agri-Fishery sector
by providing identifed benefciaries with agricultural
interventions on animals, crops, and fsheries to help
increase their productivity. For 2023, Php 1.8 billion is
allotted for the project, of which, Php 1.2 billion is under
the DA-Ofce of the Secretary (DA-OSEC) and Php 587
million is under the Bureau of Fisheries and Aquatic
Resources (BFAR).

Fuel Assistance. The government will provide Php 1.0
billion to help food producers cope with the rising costs
of fuel. Of this amount, Php 510 million under the DA-
OSEC is set aside as fuel assistance to corn farmers, and
Php 490 million under the BFAR will be for fuel subsidy
to fsherfolk.
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The amount will be tapped when the average Dubai
crude oil price based on Mean of Platts Singapore (MOPS)
for three months reaches or exceeds USD 80 per barrel.
Other prerequisites are as follows:

e Thefarmer benefciary must own and operate an
agricultural and fshery machinery individually
or through a farmers organization, cooperative,
or association.

e The fsherfolk benefciary must own and operate
a motorized fshing vessel individually or
through a fsherfolk organization, cooperative,

or association.

e In the case of fsherfolk, their fshing vessels
should be registered in the Integrated Boat
Registry System or the BFAR's Boat Registration
or LGU boat registry system.

e The farmer or fsherfolk benefciary should be
listed in the RSBSA.

Market Development Services. The DA promotes the
concept of “agriculture as agribusiness” and aims to
empower food producers to become entrepreneurs.
In support of this, some Php 843 million will fund the
Market Development Services Sub-Program of the DA
to intensify market and industry linkage and access of
farmers and fsherfolk.

Ensuring Food Safety

Regulatory Programs and Measures. With the increased
demand for safe and nutritious food as a result of the
pandemic, the government will ramp up eforts to ensure
food safety as well as control animal and plant pests and
diseases.

The DA's Agriculture and Fishery Regulatory Support
Program is allotted Php 2.3 billion, the bulk of which will
be used for quarantine services and quality control and

inspection of agri-fshery products. The program aims to
maintain zero incidence of foot and mouth disease and
avian infuenza in 81 provinces, develop 20 agri-fshery
standards, process 100 percent of quarantine and
sanitary and phytosanitary clearance applications within
one day, and inspect 100 percent of new agricultural
facilities and products at least once a year.

Strict implementation of other regulatory programs
will be observed, particularly the Fisheries Regulatory
and Law Enforcement Program of the BFAR (Php 1.3
billion), Meat Regulatory Program of the National Meat
Inspection Service (Php 425 million), and Fertilizer and
Pesticide Regulatory Program of the Fertilizer and
Pesticide Authority (Php 109 million).

Cold Examination Facilities in Agriculture (CEFA). To ensure
food safety, prevent the entry of animal and plant pests
and diseases, and curb smuggling of agricultural
commodities, some Php 1.0 billion will be dedicated
to the establishment of two CEFAs. The CEFA is a frst
border inspection facility that would facilitate an in-
depth inspection of agricultural products to ensure their
compliance with national standards and regulations
stipulated in R.A. No. 10611 or the Food Safety Act of 2013.

Hastening Land Distribution

Land Distribution. Protecting and promoting the rights
of small food producers to obtain lands are necessary
for food security. This is because increased access to
arable land and other natural resources lead to better
agricultural productivity, thereby resulting in more food
available for the people.

Thus, consistent with the government's Comprehensive
Agrarian Reform Program, the DAR will receive a higher
budget of Php 15.9 billion in 2023 to grant land ownership

to landless farmers and farm laborers.

One of its major programs is the Land Tenure Security
Program, which involves the acquisition and distribution
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Table 6. Major Programs and Targets of the DAR, 2022-2023
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Particulars 2022 GAA 2023 NEP

Land Tenure Security Program Php 3.0 B Php 3.5B
Land Survey 35,925 hectares 23,995 hectares
EP/CLOA registered 42,743 hectares 27,942 hectares

EP/CLOA distributed

41,808 hectares

27,102 hectares

Agrarian Reform Beneficiaries Development and Sustainability Program Php 1.4 B Php 2.4 B

Support to Parcelization of Lands for Individual Titling Project Php 2.6 B Php 6.1B

Field Validation

No. of hectares 429,910 429,910
No. of collective CLOAS 42,991 42,991
No. of ARBs 358,258 288,158

of private agricultural lands and government-owned
lands, per Executive Order No. 75, series of 2019. With a
budget of Php 3.5 billion in 2023, the program seeks to
achieve the following:

e Land survey plans transmitted for a total of
23,995 hectares

e 27,102 hectares distributed to 22,282 ARBs

e 27,942 hectares with Emancipation Patents/
Certifcate of Land Ownership Award (EP/CLOA)
registered

e 30,646 hectares with claim folder documentation
completed

In addition to this, Php 6.1 billion is allotted for the
Support to Parcelization of Lands for Individual Titling
(SPLIT) Project, a foreign-assisted project of the DAR. It is

designed to complete the parcelization of the remaining
agricultural lands under collective CLOA into individual
titling. Said project has three components: (a) validation
of collective CLOAs; (b) subdivision survey of collective
CLOA; and (c) redocumentation into individual titles.

The SPLIT Project aims to provide individual land titles to
288,158 land benefciaries in 2023.

Support to Agrarian Reform Beneficiaries. Another major
program of the DAR is the Agrarian Reform Benefciaries
Development and Sustainability Program, which is
allotted Php 2.4 billion. The amount will cover funding
requirements for the capacity building development of
agrarian reform benefciaries (ARBs) to improve their
farm productivity and income.
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For 2023, the program targets to train 337,748
ARBs; provide 122,837 ARBs with access to credit
and microfnance services; and provide 2,980 ARB
organizations with technical, enterprise, and farm

productivity support and physical infrastructure.

Transforming Agriculture for a Food-Secure
Philippines

Investments in agricultural modernization, coupled with
the implementation of efective food policies, are crucial
in cultivating a more resilient, dynamic, competitive,
technologically-advanced, and socially just agriculture.
The transformation of the Agriculture sector will bring
the Philippines closer to a food-secure future, where
all Filipinos and their families are assured of sufcient,
nutritious food on their tables.

Endnotes:

* Action Against Hunger. (n.d.). World Hunger: Key Facts and
Statistics 2022. Retrieved from https://www.actionagainsthunger.
org/world-hunger-facts-statistics

2FAQ, IFAD, UNICEF, WFP and WHO. (2022). The State of Food
Security and Nutrition in the World 2022. Repurposing food and
agricultural policies to make healthy diets more affordable. Rome,
FAO. Retrieved from https://www.fao.org/3/cc0639en/cc0639en.pdf
3 According to the Preliminary Results of the Family Income and
Expenditure Survey (FIES) in 2021, released by the Philippine
Statistics Authority, the proportion of Filipinos whose income is
not enough to meet their basic food needs, slightly increased to
5.9 percent in 2021.

“4Lin, J. (2018, February 8). Agriculture is key for economic
transformation, food security, and nutrition. International Food
Policy Research Institute. Retrieved from https://www.ifpri.org/
blog/agriculture-key-economic-transformation-food-security-and-
nutrition

S Inocencio, A. & Briones, R. (2021). Revitalizing Philippine Irrigation:
A Systems and Governance Assessment for the 21 Century.
Philippine Institute for Development Studies. Retrieved from
https://pidswebs.pids.gov.ph/CDN/PUBLICATIONS/pidsbk2021-
irrigation_book.pdf (Original work published 2021)

% Sugar Regulatory Administration. Philippine Sugar Statistics
(Crop Year 2021-2022). Retrieved from https://www.sra.gov.
ph/wp-content/uploads/2022/09/Philippine-Sugar-Stats-as-of-
August-28-2022.pdf

7 Creation of the National Urban and Peri-Urban Agriculture
Program (NUPAP), A Banner Program of the Department of
Agriculture

8 The Focus Geographical Areas identifed in the memorandum
include 44 provinces with (1) high poverty magnitude, (2) high
poverty incidence, and (3) high vulnerability to shocks and
disasters.

9 Pursuant to Section 1 of Republic Act No. 10848
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Enterprise Development

There is a positive correlation between entrepreneurship and economic development. Enterprises
and businesses are important engines of growth because they drive innovation and spur job creation,
leading to increased economic productivity and competitiveness.! Therefore, nurturing an environment
where frms can develop and thrive is crucial in nation-building.

The government, as a major enabling infuence, plays
a key role in promoting entrepreneurship. It can
encourage enterprise creation by reducing or eliminating
bureaucratic red tape and unnecessary regulatory
barriers and fostering trust and confdence in its

institutions.

In the 2022 Global Innovation Index, the Philippines
performed weakest in the Institutions pillar, placing 90"
out of 132 countries. The Institutions pillar considers
the political, regulatory, and business environments

of an economy to capture its institutional framework.

Table 1. Performance of the Philippines in the Institutions Pillar

of the 2022 Global Innovation Index

Particulars

Rank
(out of 132 economies)

Institutions Pillar 90
Political Environment 76
Political and operational stability 87
Government efectiveness 65
Regulatory Environment 107
Regulatory quality 72
Rule of law 95
Cost of redundancy dismissal 115
Business Environment 87
Ease of starting a business 96
Ease of resolving insolvency n/a

Source: World Intellectual Property Organization
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Among the sub-pillars, the country ranked lowest in
regulatory environment, which refects perceptions
of the government's ability to efectively formulate
and implement policies that promote private sector
development and the extent to which rule of law is
upheld. This was identifed as a weakness in the report.

Responding to these challenges, the Administration
is committed to improve governance in support
of enterprise development through the FY 2023
proposed National Budget, which aims to facilitate the
transformation to a more agile, e¥Fcient, responsive, and
trustworthy bureaucracy. This will be achieved through
good governance initiatives such as digitalization,
streamlining, elimination of red tape and corruption, and
promotion of trade and investments in the country.

Ensuring a Clean and Efficient Bureaucracy

Improving Ease of Doing Business. Various initiatives to
eliminate red tape and promote ease of doing business
in the country will be undertaken. Php 2.1 billion is
intended to accelerate the registration process and
delivery of national identifcation cards to Filipino citizens
under the Philippine Identifcation System (PhilSys).
The PhilSys is seen to facilitate a faster and more e¥cient
distribution of subsidies to identifed benefciaries of
social welfare programs. By mid-2023, the Philippine
Statistics Authority aims to have provided identifcation
cards for 92 million Filipinos.

Under the Anti-Red Tape Authority, Php 149 million is
provided for the Ease of Doing Business and Effcient
Delivery of Government Services Program. The program
seeks to streamline government processes through the
strengthened implementation of R.A. No. 11032 or the
Ease of Doing Business and Efcient Government Service
Delivery Act of 2018.

Another Php 33 million is intended for the improvement
of the competitiveness and ease of doing business of
local government units. The allocation is lodged under
the Department of the Interior and Local Government -
O+Fce of the Secretary.

Taking Action against Corruption. In pursuit of good
governance, the government remains steadfast in
upholding the rule of law and fghting corruption, to
build public trust in its institutions. As the government'’s
main corruption prevention arm, the Ofce of the
Ombudsman (OMB) will receive Php 4.8 billion in 2023 to
undertake its banner anti-corruption programs.

Of the total OMB budget, Php 759 million will go to
the Anti-Corruption Investigation Program, higher by
8.8 percent than its 2022 allocation of Php 697 million.
This will fund the conduct of fact-fnding investigations
and lifestyle checks for case build-up against erring
public oFcials, as well as the conduct of preliminary
investigations of criminal and forfeiture cases against
accused government employees. Through this program,
20.53 percent of fact-fnding investigations and lifestyle
checks are expected to be completed, and 40.03 percent
of criminal and forfeiture cases are targeted to be
investigated and resolved.

The Anti-Corruption Enforcement Program is allocated
Php 575 million, 6.9 percent more than the previous year's
Php 538 million. A portion of this budget will be used to
prosecute before the Sandiganbayan and Regional Trial
Courts government ofcials accused of corruption and
provide for adjudication on administrative cases against
erring public ofFcials.

Php 97 millionis earmarked for the Corruption Prevention
Program to carry out preventive action against corrupt
practices in government. Another Php 83 million will
fnance the Ombudsman Public Assistance Program, to
capacitate and mobilize a target 5,050 integrity and anti-
corruption advocates.
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To render judgment of graft and corruption committed
by public oFcials and employees, the Sandiganbayan will
be funded with a Php 2.1 billion allocation.

Of this amount, Php 492 million will be provided for the
Sandiganbayan Adjudication Program. The bulk of this
budget, or Php 325 million, will fund the review of case
records and drafting and promulgation of decisions or
resolutions for case disposition. Some Php 103 million
will be apportioned for the docketing, processing,
reporting, and calendaring of cases for hearing and
conduct of proceedings. The Sandiganbayan targets to
process a total of 5,640 cases in 2023.

Encouraging Trade and Investments

The FY 2023 proposed National Budget will facilitate
enhancement of the investment climate to encourage
the growth of frms and businesses, and thus create
more job opportunities for Filipinos.

It allocates Php 773 million for the Exports and
Investments Development Program of the Department
of Trade and Industry (DTI), to support the development,
facilitation, and promotion of both domestic and foreign
exports and investments. Through the program, the
DTI expects to generate USD 110 billion of exports and
Php 995.5 billion of approved investments.

Likewise, Php 109 million will fnance the Investment
Promotion Program of the Philippine Board of
Investments. Of this amount, Php 58 million will be spent
for the promotion of foreign and local investments.
Php 23 million will support the registration and
supervision of investment projects, Php 14 million
for dispensation of incentives, and Php 14 million
for provision of investment counseling and aftercare
services. The BOI targets to generate Php 1.151 trillion
worth of investments approved by investment promotion
agencies through the program.

Enabling Enterprise Growth
for National Prosperity

With regulatory and institutional obstructions eliminated
and technology adoption ramped up, the government
can spur entrepreneurship and improve investments.
Enterprise development, reinforced by good governance,
will help the Philippines achieve the national economic
prosperity it has long aspired for.

Endnotes:

tKritikos, A. (2014, May 1). Entrepreneurs and their impact on jobs
and economic growth. 1ZA World of Labor. Retrieved from https://
wol.iza.org/articles/entrepreneurs-and-their-impact-on-jobs-and-
economic-growth/long
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Science, Technology, and Innovation

Science, technology, and innovation (STI) are powerful instruments for economic development.
Endeavors in STI lead to scientifc breakthroughs and discoveries of novel solutions to address
contemporary issues confronting society, particularly in the health, agriculture, environment, climate
adaptation, and energy sectors. The creation and difusion of new knowledge and technologies result
in higher competitive advantage and more opportunities to generate wealth? for developing countries

like the Philippines.

The signifcance of STl in national development
is recognized in Section 10 of the 1987 Philippine
Constitution, which provides that the State give “priority
to research and development, invention, innovation and
their utilization, and to science and technology education,

training, and services.”

To fulfll this, the government has scaled up support for
the promotion of research and development (R&D) over

the years. According to the latest Compendium of S&T

Statistics published by the Department of Science and
Technology (DOST) on August 2021, R&D expenditures of
the Philippines rose to Php 58.9 billion in 2018, compared
to the Php 590 million in the 1980s.

Likewise, gross expenditures on R&D (GERD) increased
from 0.15 percent of Gross Domestic Product (GDP) in
2002 to 0.32 percent of GDP in 2018. The number of R&D
personnel also grew to 75,037 in 2018, almost thrice the

number recorded in 2015.2

Table 1. Global Competitiveness Index Ranking of Selected ASEAN Countries, 2019

Indicator Philippines  Singapore Thailand Indonesia  Malaysia  Vietnam

Overall Ranking 64 1 40 50 27 67

Innovation Capability 72 13 50 74 30 76
Research and 87 21 56 83 39 72
Development
Scientifc Publications 55 23 39 56 44 59
Patent Applications 79 15 66 101 41 91
R&D Expenditure 102 14 48 116 24 70
Research Institutions 72 21 43 45 38 58

Prominence

Source: World Economic Forum
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Signifcant progress has been made in the STI sector
over the past four decades, although the 2019 Global
Competitiveness Report of the World Economic Forum
revealed that the Philippines ranked 72" out of 141
countries in innovation capability. In the 2022 Global
Innovation Index of the World Intellectual Property
Organization (WIPO), the country secured the 59" spot
out of 132 countries overall and ffth among the 10 best-

ranked lower middle-income countries.

According to the report, the Philippines performed above

expectations for its level of development and was named

an innovation achiever. The Philippines also fared well
in the Knowledge and Technology Outputs and Business

Sophistication indicators.?

Cultivating a Thriving Research Environment

Recognizing the DOST's pivotal role in assuring the
growth of the domestic R&D and nurturing the national
STl ecosystem, the government has earmarked Php 24.1
billion for the agency in 2023.

Table 2. Global Innovation Index Ranking of Selected ASEAN Countries, 2022

Indicator Philippines  Singapore Thailand Indonesia Malaysia Vietnam
Overall Ranking 59 7 43 75 36 48
Institutions 90 1 78 71 34 51
Human Capital 36 9 71 90 38 80
and Research
Infrastructure 81 11 54 68 51 71
Market
Sophistication . 4 27 36 26 43
Business
Sophistication = 2 43 92 41 20
Knowledge and
Outputs
Creative Outputs 58 21 49 72 41 35

Source: WIPO
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Table 3. Budgets of Agencies under the DOST, 2022-2023
(in million Pesos)

Particulars 2022 GAA 2023 NEP
OFce of the Secretary 6,720 6,093
Advanced Science and Technology Institute 519 430
Food and Nutrition Research Institute 552 561
Forest Products Research and Development Institute 216 220
Industrial Technology Development Institute 414 449
Metals Industry Research and Development Center 258 247
National Academy of Science and Technology 110 124
National Research Council of the Philippines 200 142
Philippine Atmospheric, Geophysical and Astronomical Services 1385 1143
Administration

Philippine Council for Agriculture, Aquatic and Natural Resources 1,409 1447
Research and Development

Philippine Council for Health Research and Development 778 775
Philippine Council for Industry, Energy and Emerging Technology 820 840
Research and Development

Philippine Institute of Volcanology and Seismology 554 492
Philippine Nuclear Research Institute 421 451
Philippine Science High School System 2,499 3,036
Philippine Textile Research Institute 138 143
Science Education Institute 6,963 7,211
Science and Technology Information Institute 111 110
Technology Application and Promotion Institute 198 153

Note: Figures are inclusive of automatic appropriations and may not add up due to rounding off.
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Support for Main Programs and Projects of the DOST.
Under the DOST-Ofce of the Secretary, Php 3.5 billion
is allocated for the Strategic S&T Program to support the
Harmonized National S&T Agenda and implement the
Grants-in-Aid Program of the DOST-Central Ofce. This
amount includes the Php 419 million allotted for R&D
projects under the Virology and Vaccine Institute of the
Philippines (VIP) and Php 14 million to support national
COVID-19 initiatives. Through this program, the DOST
targets to aid 108 grantees and fund 197 S&T projects.

Data show that R&D activities in the country are mostly
concentrated in highly urbanized areas. Based on the
2018 Compendium of S&T Statistics, the National Capital
Region, Region I, and Region IV-A account for the bulk of
total R&D personnel and expenditures in 2018. Clearly,
there is a need to expand R&D in the countryside to
ensure equitable and inclusive growth.

To address this disparity, Php 2.2 billion has been
allocated to fund the S&T Program for Regional and
Countryside Development of the DOST. Of this amount,
Php 1.4 billion is intended for the difusion and transfer
of knowledge and technologies and other related
projects and activities. This includes the Php 0.5 billion
for the implementation of the Grants-in-Aid Program of
the DOST'’s regional oFces, as well as the Php 948 million
for the enhancement of technological capabilities of
medium, small, and micro enterprises (MSMEs) through
the Small Enterprise Technology Upgrading Program.

Php 94 million is set aside for the Balik-Scientist Program,
to reverse the efects of “brain drain”. The program seeks
to grant benefts and incentives for Filipino scientists,
technologists, and experts living abroad to return to the
Philippines and contribute to the development of various
industries in the country.

Support for S&T Sectoral and Planning Councils.
The three sectoral planning councils of the DOST will
receive an aggregate budget of Php 3.1 billion. These
councils are responsible for formulating policies, plans,
programs, projects, and strategies for S&T development.

Table 4. Regional Breakdown
of R&D Expenditures
and R&D Personnel, 2018

Particulars R&D No. of R&D
Expenditures Personnel
(in million Pesos)
National 18,300 22,285
Capital Region
Cordillera 435 2,057
Administrative
Region
Region | 514 2,995
Region Il 461 2,976
Region IlI 19,462 8,698
Region IV-A 8,993 8,724
MIMAROPA 1,514 1,188
Region V 658 2,264
Region VI 1,417 5,694
Region VI 2,415 4,979
Region VIl 383 2,893
Region IX 440 1,462
Region X 1,248 3,104
Region XI 1,227 3,159
Region XII 261 896
Region XllI 220 1,061
ARMM 908 601

Source: DOST
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They also conduct programming and allocation of funds,
monitoring of R&D projects, and generation of external
funds.*

The bulk of the budget, or Php 1.4 billion, will go to the
Philippine Council for Agriculture, Aquatic and Natural
Resources Research and Development (PCAARRD).
This investment will support the council's activities
under the National Agriculture, Aquatic and Natural
Resources (AANR) R&D Program to promote growth in
the agriculture, forestry, marine, and natural resources
sectors. The PCAARRD will fund and monitor 519 and 717
R&D projects, respectively, in 2023.

Tasked with the formulation and implementation of
policies, plans, and programs for the development of
the industry, energy, and emerging technology sectors,
the Philippine Council for Industry, Energy and Emerging
Technology Research and Development (PCIEERD) will
get a higher budget of Php 840 million.

Likewise, the Philippine Council for Health Research and
Development (PCHRD) is allotted Php 775 million for its
health R&D initiatives aimed at improving the health and
nutritional status of Filipinos.

Support for R&D Institutes. A total of Php 2.5 billion
will fund the seven R&D institutes of the DOST. Of this
amount, the Food and Nutrition Research Institute (FNRI)
will receive Php 561 million to carry out its mandate
of performing food and nutrition R&D and generate
accurate information and innovative technologies to
fght malnutrition. It covers the Php 346 million funding
requirement for the conduct of the Expanded National
Nutrition Survey.

The government will invest a total of Php 451 million
for the programs and projects of the Philippine Nuclear
Research Institute (PNRI). Php 22 million of this amount
is earmarked for the commencement of the reactor
operation, testing, and validation activities under the
locally-funded project “Capacity Building to Utilize

the Philippine Research Reactor-1 (PRR-1) Triga Fuel
Subcritical Assembly to Re-establish Nuclear Science
Knowledge and Expertise in the Philippines”. This project
is an essential infrastructure of the nuclear power
program that will be implemented under Executive
Order No. 164 (Adopting a National Position for a Nuclear
Energy Program, and for Other Purposes).

Php 430 million is also set aside for the Advanced
Science and Technology Institute (ASTI) to conduct
R&D on information and communications technology
and microelectronics, as well as carry out difusion and

commercialization of technologies.
Allocations for the other R&D institutes are as follows:
e Php 449 million for the Industrial Technology

Institute  (ITDI) to
research and innovate technologies in industrial

Development conduct

manufacturing, mineral processing, and energy;

e Php 247 million for the Metals Industry Research
and Development Center (MIRDC) to conduct
research, technology transfers, and other S&T
services for the development and expansion of
the metals and engineering industry;

e Php 220 million for the Forest Products Research
and Development Institute (FPRDI) to conduct
applied R&D, technology transfers, and other
technical services on wood and non-wood forest
products to improve the utility value of wood
and other forest products; and

e Php 143 million for the Philippine Textile
Research Institute (PTRI) to undertake textile-
related R&D, S&T services, and technology
transfer initiatives that will spur growth in the
textile industry, including the “Rehabilitation
and Retroftting of the Natural Fiber Processing
Center”, a locally-funded project.
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Support for Scientific and Technological Service
Institutes. Php 12.1 billion, or 50.5 percent of the DOST
budget, will fund the operations of six agencies rendering

S&T-related services.

More than half of this allocation, or Php 7.2 billion, is
for the Science Education Institute (SEI) to develop a
highly skilled S&T manpower force. Of this amount,
Php 7.1 billion will cover the administration of
scholarships, awards, and grants in S&T by the SEl.
For 2023, a total of 55,426 scholars are expected to be
covered, higher than the target 51,087 scholars in 2022.

Likewise, Php 3.0 billion will support the Philippine Science
High School (PSHS) System. Of this amount, Php 377
million is earmarked for the provision of scholarships
in science, technology, engineering, and mathematics
(STEM) for 10,513 students to prepare them for a career
in the sciences.

Some Php 1.1 billion is allocated to the Philippine
Atmospheric, Geophysical and Astronomical Services
Administration (PAGASA) to utilize scientifc knowledge
for protecting Filipinos against natural calamities and
ensuring their safety and well-being. Achunk of its budget,
or Php 503 million, will fund the Weather and Climate
Forecasting and Warning Program. Other programs to be
supported are the R&D on Atmospheric, Geophysical and
Astronomical and Allied Sciences Program and the Flood

Forecasting and Warning Program.

Other budget allocations are the Php 492 million for
the Philippine Institute of Volcanology and Seismology
(PHIVOLCS), Php 153 million for the Technology
Application and Promotion Institute (TAPI), and
Php 110 million for the Science and Technology
Information Institute (STII).

Support for Advisory Bodies. The National Research
Council of the Philippines (NRCP) is an advisory body that
promotes and supports fundamental or basic research for

the continuous improvement of research capabilities of
scientists. It will receive a budget of Php 142 million in 2023.

Also, the National Academy of Science and Technology
(NAST) is allotted Php 124 million to honor Filipino
scientists and their signifcant contributions to science.
A large portion of its budget will be used to provide
meaningful incentives, including research fellowship
grants, to national scientists and members of the

Academy, pursuant to its Charter.

Enhancing the Digital Economy

The COVID-19 pandemic has made people more
heavily reliant on digital technologies. Across the globe,
governments, businesses, and institutions have begun
to shift their processes and transactions online. As the
clamor for better digital connectivity and internet speed
continues to rise, digital transformation has now become

an exigency.

However, this is still considered a major challenge for
many countries, particularly those in the low-income
bracket. As a result, their people are not able to reap the
full benefts and advantages of digital technologies (i.e.,

information and communications technology or ICT).

ICT growth in the Philippines has slowed down over
the past three years, as evidenced by the decline in
the country’s ranking in the ICT sub-pillar of the Global
Innovation Index (2019-2022). From 60" out of 130
economies in 2019, the country slid down to 62" out
of 131 economies in 2020, and further slipped to 87t
among 132 economies in 2021. In 2022, its ranking

slightly improved to 85" out of 132 economies.®

Among the indicators under the ICT sub-pillar, the
Philippines ranked lowest in ICT access, followed by ICT

use, government'’s online service, and e-participation.®



98 DEPARTMENT OF BUDGET AND MANAGEMENT

Table 5. Performance of the Philippines in the ICT Sub-Pillar

of the Global Innovation Index, 2019-2022

Rank
Particulars 2019 2020 2021 2022
(out of 130 (out of 131 (out of 132 (out of 132
economies) economies) economies)  economies)
Sub-Pillar: Information and
L . 60 62 87 85
Communication Technologies (ICTs)
Indicator 1: ICT access 94 91 100 100
Indicator 2: ICT use 78 84 98 95
Indicator 3: Government’s online service 30 30 60 60
Indicator 4: E-participation 19 19 57 57

Source: Global Innovation Index (2019-2022)

This was further corroborated by fndings of the 2019
National Household ICT Survey, which reported that
82.3 percent of 43,838 households interviewed do
not have access to the internet and 76.2 percent do
not have computers. Furthermore, 88 percent of the
2,617 respondent barangays do not have access to
free Wi-Fi connectivity, while 70 percent do not have
telecommunication towers in their areas. A common
trend is the concentration of ICT resources in highly
urbanized regions, such as the NCR.”

In response to these challenges and recognizing the
importance of ICT investments to foster innovation
and fast-track the country's digital transformation, the
government is providing the Department of Information
and Communications Technology (DICT) a budget of
Php 9.8 billion in 2023.

This allocation will support the DICT in advancing the
Philippines’ development and transition to a world-class
digital economy. The agency is mandated to ensure
universal access to quality, aFordable, reliable, and secure
ICT services; utilize ICT to establish a digitally-empowered
government and improve public service delivery; and
promote the sustainable growth of Philippine ICT-enabled
industries to create more jobs for Filipinos.

Support for Major ICT Programs and Projects. Under the
DICT-OFce of the Secretary, Php 4.7 billion is earmarked
for the ICT Systems and Infostructure Development,
Management and Advisory Program. For 2023, the
program targets to develop 12 systems/modules for public
use, interconnect an additional 154 national government
agencies/local government units, and provide internet

connectivity for 81 provinces and 1,346 localities.
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The amount will also cover three locally-funded projects
of the DICT that aim to improve e-governance and public

internet access. These are the following:

 National Government Data Center Infrastructure,
to design, develop, implement, and integrate a
secure data infrastructure that would ensure
quick and efcient government operations and
services (Php 1.7 billion);

e National Broadband Plan, to deploy fber optic
cables and wireless technologies for enhanced
internet speed and afordability (Php 1.5 billion);
and

« National Government Portal, to create an online
one-stop shop of government data, information,
and services for faster and more e¥cient service

delivery (Php 169 million).

The ICT Capacity Development and Management
Program is allocated Php 518 million to improve the
people’s literacy on the use of ICT and encourage the
development of the ICT industry in the countryside.
It targets to train 22,480 ICT users and generate 1.41
million jobs and USD 29 billion in revenues in the ICT
Sector and Information Technology and Business Process
Management (IT-BPM) industry.

Additionally, the ICT Governance Program is given a
budget of Php 310 million to improve the Philippines’ rank
in the Global e-Government Development Index through
the development of a national ICT plan, among others.

Another Php 2.5 billion is allotted for the Free Public
Internet Access Program, which seeks to provide
Filipinos with free, fast, and secure internet access
in public places, such as hospitals, schools, airports,
seaports, and terminals. The allocation will be sourced
from the Spectrum Users Fees collected by the National
Telecommunications Commission, constituted into the
Free Public Internet Access Fund under the management
of the DICT, pursuant to Section 17 of R.A. No. 10929.

Table 6. Budgets of Agencies
under the DICT, 2022-2023
(in million Pesos)

Particulars 2022 GAA 2023 NEP
O+Fce of the Secretary 9,068 8,800
National

Telecommunications 541 461

Commission

Cybercrime
Investigation and 367 353
Coordination Center

National Privacy
o 229 208
Commission

Total 10,204 9,822

Note: Figures are inclusive of automatic appropriations and may not
add up due to rounding off.

Of thisamount, Php 2.4 billion will be used to provide free
Wi-Fi connectivity in public places, and Php 51 million will
be for State Universities and Colleges.

Support for Attached Agencies of the DICT. Among
the attached agencies of the DICT, the National
Telecommunications Commission will receive the highest
allocation, amounting to Php 461 million. The bulk of its
budgetwill be for the regulation of radio communications,

broadcast, and telecommunications facilities.

To bolster eforts against cybercrime, the Cybercrime
Investigation and Coordination Center will receive Php 353
million. With the budget, the agency aims to develop eight
cybercrime plans and policies, and expects to handle,

monitor, and assist in 4,000 cybercrime cases.
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To uphold the Filipinos’ data privacy rights, the National
Privacy Commission is allotted Php 208 million for the
regulation and enforcement of privacy and data security

in ICT systems.

Towards a Knowledge-based
and Digital Economy

In these times when the application of knowledge has
become a crucial means for creating value, the country
needs to strengthen its innovative and technological
capabilities. This can be done by driving more investments
in STl and ICT, along with crafting better policies that will
enable Filipinos to innovate towards a knowledge-based

and digital Philippine economy.

Endnotes:

1 Organization for Economic Co-operation and Development
(OECD). (2000, September). Science, Technology and Innovation in
the New Economy. Retrieved from https://www.oecd.org/science/
inno0/1918259.pdf

2 Department of Science and Technology (DOST). (2021, August).
Compendium of Science and Technology Statistics. Retrieved from
https://www.dost.gov.ph/phocadownload/Downloads/Statistics/
Compendium-of-ST-Statistics-as-of-Aug-2018.pdf

2 WIPO (2021). Global Innovation Index 2021: Tracking Innovation
through the COVID-19 Crisis. Geneva: World Intellectual Property
Organization. Retrieved from https://www.wipo.int/edocs/
pubdocs/en/wipo_pub_gii_2021.pdf

4 Department of Science and Technology. (2017, November 6).
Organizational Structure. Retrieved from https://www.dost.gov.ph/
transparency/about-dost/organizational-structure.html

5 Based on the results of the Global Innovation Index (2019-2021)
reports of the World Intellectual Property Organization

5 lbid.

7 Department of Information and Communications Technology.
(2022, September 22). National ICT Household Survey 2019.
Retrieved from https://dict.gov.ph/ictstatistics/nicths2019/
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Transition to Full Devolution

The enactment of Republic Act (R.A.) No. 7160, or the Local Government Code (LGC), in 1991 launched
the serious pursuit of genuine and meaningful local autonomy and decentralization in the Philippines.
This major policy reform directed the transfer of some functions and responsibilities of the National
Government (NG) to local government units (LGUSs) in order to empower them “to attain their fullest
development as self-reliant communities and make them more efective partners in the attainment of

national goals”.!

Disparities in fnancial resources and inequities in
opportunity, based on geographical location among the
LGUs, however, have remained a continuing challenge in
the full implementation of the LGC.

To address this, the NG
intergovernmental fscal transfers to assist LGUs

provides annual
in their service delivery and resource mobilization.
These commonly take the form of Allocation to Local
Government Units (ALGU) in the National Budget,
derived from various sources, such as the shares of LGUs

in national taxes.

In 2018, the Supreme Court (SC) ruling on a petition
fled by Batangas Governor Hermilando Mandanas and
former Bataan Governor Enrique Garcia, Jr. questioning
the basis for the LGUS' share in national taxes, expanded
the revenue base for computing the just share of LGUs in
national taxes.
The resulting increase in the total amount of
intergovernmental fscal transfers for LGUs has led to the
issuance of Executive Order No. 138, s. 2021, directing
the full devolution of certain functions of the NG to
LGUs. This was done not only to ensure the efcient
implementation of the SC Ruling, but also to empower

and strengthen local autonomy.

Some items under the ALGU will support the full
devolution of functions from the NG to LGUs, particularly
the National Tax Allotment (NTA) and the Growth Equity
Fund under the Local Government Support Fund.

National Tax Allotment

Consistent with the computation prescribed by the
SC Decision in the consolidated cases of Congressman
Hermilando I. Mandanas, et. al. vs. Executive Secretary
Paquito N. Ochoa, Jr. et al. and Honorable Enrique T.
Garcia Jr., vs. Executive Secretary Paquito N. Ochoa, Jr. et al.
(Mandanas Case),?2 LGUs shall receive a total of Php 820.3
billion of NTA for FY 2023. The subject amount decreased
by 14.5 percent from the previous year's allocation, as
revenue collections of the NG correspondingly decreased
in 2020 amid the COVID-19 pandemic.

The FY 2023 NTA represents the just share of LGUs from
actual collections of national taxes in 2020, based on
certifcations issued by the Bureau of Internal Revenue
(BIR), Bureau of Customs (BOC), and the Bureau of the
Treasury (BTr).

In accordance with Sections 284 and 285 of the LGC,
municipalities will receive the largest share of the FY
2023 NTA at 34 percent (Php 278.9 billion), followed by
provinces and cities at 23 percent each (Php 188.7 billion

each), and barangays at 20 percent (Php 164.1 billion).

The same law provides that the share of each province,
city, and municipality is computed on the basis of
population (50 percent), land area (25 percent), and

equal sharing (25 percent).

The NTA appropriations for 2023 were determined
based on the 2020 Philippine Statistics Authority Census
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Table 1. Share of LGUs in the NTA, 2023

Level of LGU '?I;)S' 2: ;;LCJ))S % Allocation (in b':\lzzsl;’r:sos)
Provinces 823 23 188.7
Cities 146 23 188.7
Municipalities 1,488 34 278.9
Barangays 41,935 20 164.1

Note: Figures may not add up due to rounding off.

of Population, pursuant to Proclamation No. 1179 dated
July 6, 2021; and the 2001 Master List of Land Area
certifed by the Land Management Bureau, pursuant to
Oversight Committee on Devolution Resolution No. 1, s.
2005 dated September 12, 2005.

Local Government Support Fund

Ontop of the NTA, the NG provides additional subsidies to
LGUs in the form of the Local Government Support Fund
(LGSF) to assist them in conducting programs, activities,
and projects geared towards economic development
and poverty alleviation for their constituents.

The allocation for the LGSF signifcantly expanded by
60.7 percent, from Php 18.0 billion in 2022 to Php 28.9
billion in 2023. It consists of the following:

Growth Equity Fund. Almost half of the LGSF budget for
2023, or Php 13.9 billion, goes to the Growth Equity Fund
(GEF). This represents a massive 1,010.2 percent increase
over the 2022 level of Php 1.3 billion.

Pursuant to Executive Order No. 138, s. 2021, the
GEF will be used to fnancially assist identifed poor,

disadvantaged, and lagging LGUs in implementing
their priority projects to gradually enable the full and
efcient devolution of functions and services to local
governments. Priority will be given to LGUs with high
poverty incidence, low fnancial capacity, or are located
in geographically isolated and disadvantaged areas.

Support to the Barangay Development Program.
To address the root cause of insurgency and other
armed conficts, some Php 10.0 billion is allotted for
the implementation of identifed support programs
of the National Task Force to End Local Communist
Armed Confict (NTF-ELCAC) for barangays that have
been cleared of communist terrorist groups. This is 77.8
percent more than the Php 5.6 billion in 2022, refective
of the government's commitment to spur inclusive
development and achieve peace in impoverished rural
communities. Projects that will be funded include farm-
to-market roads; school buildings; water and sanitation
systems; health stations; and electrifcation.

Financial Assistance to LGUs and Support for Capital
Outlays and Social Programs. Php 5.0 billion is allocated
as fnancial assistance to all LGUs, except those under the
BARMM. This will fund various development initiatives,
with particular focus on the following:
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Table 2. Allocations under the LGSF,
2022-2023
(in billion Pesos)

Particulars 2022 2023
GAA NEP

Growth Equity Fund 1.3 13.9
Support to the Barangay
Development Program of
the National Task Force to 5.6 10.0
End Local Communist Armed
Confict
Financial Assistance to Local
Government Units and Support

. . 10.6 5.0
for Capital Outlays and Social
Programs
Conditional Matching Grant to
Provinces for Road and Bridge 0.5

Rehabilitation, Upgrading,

and Improvement

e Agriculture-related programs and projects

¢ Information and communications technology
systems and infrastructure development, such
as but not limited to, the establishment of
Integrated Business Permit and Licensing System
and digitalization of payments for collections
and disbursements

e Construction, maintenance, and/or rehabilitation
of green open spaces, infrastructure for active
mobility, and elevated or at-grade pedestrian
footpaths and walkways

e Programs, activities, and projects for disaster
response, rehabilitation, and recovery, including
procurement or acquisition of equipment for
disaster response and rescue activities
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Other Items under the ALGU

Bangsamoro Autonomous Region in Muslim Mindanao.
To achieve meaningful autonomy, and genuine and
lasting peace in the Bangsamoro Autonomous Region in
Muslim Mindanao (BARMM), the government continues to
provide allocations in the National Budget to support the
Region. For 2023, Php 64.8 billion has been automatically
appropriated to the BARMM, while Php 9.6 billion was
also included under the programmed appropriations for
the BARMM. This is slightly lower by 0.5 percent than the
total Php 74.8 billion provided in 2022.

The fnancial assistance to BARMM consists of three
items, with the Php 64.8 billion Annual Block Grant
making up 87.1 percent of the total. This represents the
share of the Region in the national internal revenue tax
collections of the BIR and the collections of the BOC, in
accordance with Sections 15 to 18, Article XII of R.A. No.
11054 or the Bangsamoro Organic Law (BOL).

Php 5.0 billionisappropriated as the Special Development
Fund for the rebuilding, rehabilitation, and development

Table 3. Allocation to the BARMM,
2022-2023
(in billion Pesos)

Particulars 2022 GAA 2023 NEP
Annual Block Grant 67.0 64.8
Special Development 5.0 5.0
Fund

Share in Taxes, Fees, 2.8 4.6
and Charges Collected

in the BARMM
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of confict-afected communities in the BARMM as
mandated by Section 2, Article XIV of the BOL.

The remaining Php 4.6 billion is earmarked for the Share
in Taxes, Fees, and Charges Collected in the BARMM. The
amount is higher by 64.3 percent than its previous year’s
level of Php 2.8 billion.

Special Shares of LGUs in the Proceeds of National Taxes.
Aside from their NTA share, LGUs also have their legally-
mandated shares in the proceeds of national taxes. For
2023, these amount to Php 33.6 billion, representing a
27.9 percent increase over the previous year's level of
Php 26.3 billion.

More than 50 percent, or Php 17.0 billion, will come from
excise taxes on locally manufactured Virginia tobacco
per R.A. No. 71714 as incorporated in R.A. No. 8424°,
as amended. Likewise, Php 10.1 billion, or 30.1 percent,
will be sourced from the utilization and development of
national wealth, such as mining taxes and royalties from

mineral reservations.

The remaining 19.3 percent will come from burley and
native tobacco excise taxes (4.0 billion), incremental
collections from Value Added Tax (Php 2.5 billion),
and Gross Income Taxes paid by all businesses and
enterprises within the ECOZONES (Php 9 million).

Special Shares of LGUs in the Proceeds of Fire
Code Fees. To ensure that local fre stations are
properly maintained and operate ef¥ciently, LGUs are
appropriated Php 710 million as their share in the taxes,
fees, and fnes collected by the Bureau of Fire Protection.
This is in accordance with Section 13 of R.A. No. 9514 or
the Fire Code of the Philippines of 2008.

Metropolitan Manila Development Authority (MMDA).
Some Php 4.4 billion is provided for the MMDA to
augment defciencies in the income and revenues
collected by the agency and provide additional funding
support for its valid and authorized expenditures. This

Table 4. Special Shares of LGUs
in the Proceeds of National Taxes,
2022-2023

(in billion Pesos)

Particulars 2022 GAA 2023 NEP

Shares in Excise
Taxes from Locally

T 15.0 17.0
Manufactured Virginia-
type Cigarettes
Shares in National Wealth 5.6 10.1
Shares in Excise Taxes
from Burley and Native 4.0 4.0
Tobacco Products
Shares in Incremental
Collections from Value- 1.6 2.5
Added Tax
Shares in Gross Income
Tax Paid by all Businesses

0.005 0.009

and Enterprises within
the Economic Zones

Note: Figures may not add up due to rounding off.

is on top of the MMDA'’s share under the NTA and the
mandatory remittances of component LGUs that will be
appropriated to cover all of its operating requirements.

The bulk of the subsidy for MMDA, or Php 2.6 billion, will
go to the Metropolitan Manila Solid Waste Management
Program, to ensure ecological, safe, and ef®cient solid
waste disposal and management of designated sanitary
landTll facilities.
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Table 5. Allocations to Local Government Units, 2022-2023

(in billion Pesos)

% Increase/

Particulars 2022 GAA 2023 NEP
(Decrease)

National Tax Allotment* 959.0 820.3 (14.5)
Bangsamoro Autonomous Region in Muslim Mindanao** 74.8 74.4 (0.5)
Local Government Support Fund 18.0 28.9 60.7
Special Shares of LGUs in the Proceeds of National Taxes 26.3 33.6 27.9
Metropolitan Manila Development Authority 5.7 4.4 (22.7)
Special Shares of LGUs in the Proceeds of Fire Code Fees 0.6 0.7 12.8
Barangay OFcials Death Benefts 0.05 0.05 -

Note: Figures may not add up due to rounding off.
* The amounts appropriated herein are under Automatic Appropriations.

** The Annual Block Grant, in the total of Php 64.8 billion, appropriated herein is under Automatic Appropriations.

Also, Php 1.4 billion is for the Metropolitan Manila Flood
Control Program, for the operation and maintenance of
various food control structures, facilities, equipment,
and waterways, as well as payment for food control and
management personnel.

Another Php 366 million will
requirements for the promotion of people mobility

cover the funding

through the Metropolitan Manila Tra®c Management
Program. The program aims to decrease the average
travel time along major thoroughfares by 2.44 minutes
per kilometer, among other targets for 2023.

Barangay Officials Death Benefits. The allocation for the
delivery of payment of death benefts to benefciaries of

barangay o¥cials who passed away during their term of
ofce is maintained at Php 50 million. This covers the
punong barangay, regular and ex-ofcio members of the
sangguniang barangay, including Indigenous Peoples
representative, barangay secretary and treasurer, who
died during their term of oFce.

Endnotes:

1Section 2a of the Local Government Code of 1991

2G.R. Nos. 199802 and 208488

3The Metropolitan Manila Development Authority is included

in the computation of the NTA shares of provinces pursuant to
Section 10 (b) of R.A. No. 7924.

4 An Act to Promote the Development of Farmers in the Virginia
Tobacco-Producing Provinces

5 An Act Amending the National Internal Revenue Code, as
Amended, and for Other Purposes



106 DEPARTMENT OF BUDGET AND MANAGEMENT



TECHNICAL NOTES ON THE 2023 PROPOSED NATIONAL BUDGET 107

VI. A FINAL WORD

As President Ferdinand R. Marcos Jr. said in the President’'s Budget Message:

This is a turbulent time in global history with continuing uncertainties caused by the
COVID-19 pandemic and unpredictable international conflicts. But we need not fear. | have
faith in the economic leadership that is at the helm of our ship to navigate us through
these storms.

Most of all | have faith in the Filipino people. | know that the strength of the Filipino is
beyond resilience. We will emerge from these crises stronger and better. We will see the
Philippines as the land of prosperity that it was destined to be.

The formula for prosperity is simple: increase productivity with the overriding commitment
to leave no Filipino behind, including Filipinos of the next generations. Let us waste no
more time in turning this dream into a reality.

This is our moment. Let the economic transformation towards inclusive and sustainable
growth begin.
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