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I. INTRODUCTION

The Philippines and the Filipino people have set out on a journey —
indeed as every nation, every community, every family does -
in the desire to move to a better place, a better situation...

Our destination? Our reachable dream?
A strongly-rooted, comfortable, and secure life.
Matatag, maginhawa, at panatag.
Not only in the here and now, not only for themselves,
but also for their children and the generations after.

We cannot and should not delay or slacken our pace on this.
For our people are looking to this to give meaning
to the change they have desired, and won.

- President Rodrigo Roa Duterte
President’s Budget Message, 20 August 2019

he Philippines moves into the year 2020, crossing the threshold into the third
decade of the Third Millennium, as the Duterte Administration settles into the
second semester of its term.

President Rodrigo Roa Duterte aptly described the year 2020 in the context of the
government’s change agenda for sustainable and inclusive growth as the “point at which we
should be able to say, with a degree of confidence and certainty, that our work, our journey
is taking us surely and swiftly to where we had set out to be”

This he underscored last August 20, 2019, as he submitted for review and appealed for early
approval by the 18" Congress the proposed National Budget of the Philippine Government
for Fiscal Year 2020. While the submission of the government’s total Budget for next year
was not as early as those of the first three years of the Administration, which were presented
to Congress on the same day that the President delivered his State of the Nation Address
(SONA), it was still well within the Constitutional deadline of August 21, 2019.

The Executive Department has sought the approval of the members of the Legislative
Department for a financial program in the total amount of PhP4.100 trillion. This Budget,
for implementation by the national government for the coming fiscal year, is 12 percent
higher than the PhP3.662 trillion National Cash Budget that was approved for 2019, and
represents 19.4 percent of the country’s gross domestic product (GDP), slightly higher
than the 2019 level of 19.2 percent of GDP.
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Revisiting the Vision

The first half of the Duterte Administration was focused on laying down the foundation for the success of its 0+10 point
socioeconomic agenda. This agenda aspired broadly for inclusive growth, the rise of a high-trust and resilient society,
and a globally-competitive knowledge economy. It was crafted around the actual and expressed aspirations of Filipinos
for themselves and their families, articulated in the language of their soul: Buhay na matatag, maginhawa, at panatag.

In pursuit of this goal or destination, to achieve what had been a long-running and persistent dream of every Filipino,
the Administration set its sights on the following clearly defined targets for the Philippines:

o To be an upper middle income country by 2022

« To lower poverty incidence in the rural areas from 30 percent in 2015 to 20 percent in 2022

o To bring down the unemployment rate from the current 5.5 percent to 3-5 percent in 2022

o To have a high level of human development by 2022

« For Filipinos to have greater trust in government and in society, more resilient individuals
and communities, and a greater drive for innovation.

Building on Past Gains

With the goal in sight, the journey to reach it began, supported by a financial program — the 2017 National Budget for
the first year of the Duterte Administration - that echoed its battle cry of change. It was the mandate and commitment
of the Administration from Day 1.

By the second year, the change agenda was more firmly set in place with the 2018 National Budget that acknowledged
the need for game-changing reforms that would ensure positive transformation of the nation and the people. The most
crucial reform, of course, was Republic Act No. 10963 or the Tax Reform for Acceleration and Inclusion (TRAIN) Law,
which provided the resources to support programs crucial for the country’s progress, primarily in infrastructure and
human capital development.

The 2019 National Budget, though delayed in approval, was in place to “ensure the preservation and inclusivity of the
gains and fruits of the reforms by building a more enabling expenditure management environment” that would deliver
the benefits directly and immediately to the people. A significant breakthrough last year was the government’s shift to
the Cash Budgeting System which aimed, and has indeed proven, to instill fiscal discipline while speeding up service
delivery performance of government agencies.

The 2020 proposed National Budget aims to build on the fruits and gains of the past, to draw upon the successful
implementation of the expenditure programs of the first three years, by consolidating the gains and amplifying the
positive impacts for the country and the Filipino people.

As the President has underscored, this financial program “will ensure that our nation stays the course and moves forward
towards its aspired-for destination.”

The Principles of the 2020 National Budget

The 2020 proposed National Budget was crafted to guarantee a safe, steady, and sure journey to a more peaceful and
progressive Philippines. It aims to maintain the government’s focus on strengthening the processes and programs for
peace and progress, directed by the following principles:

Support for Growth Targets

Despite an initial rough stretch in the first half of the year, mainly as a result of the delay in the approval and implementation
of the 2019 Budget, the Administration remains confident that the path remains clear in the direction of progress. A
clear indication of this is the Philippines’ continuing claim as one of the fastest growing economies in Asia, next to India,
Vietnam, and China, with a higher growth trajectory averaging 6.5 percent in the first 10 quarters of the Administration.
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The GDP growth and inflation targets remain, as they are essentially sound, realistic and achievable, and the 2020 Budget
maintains the thrust and focus on infrastructure, primarily through the Administration’s Build, Build, Build Program,
and on the availability of social services to assure sustainable and inclusive growth across the regions.

Adherence to Fiscal Responsibility

The government will continue to seek ways to dynamically address the challenges of financing the country’s development
programs while remaining committed to sustainable fiscal management. There will be even more intensified and
proactive information/education, not only among public servants but among the general public, on the importance and
advantages of the Comprehensive Tax Reform Program and of staying within manageable deficit levels, of tapping the
right mix of domestic and overseas sources of funds, and of active liability management and capital market development.

Effective Allocation for Infrastructure and Social Services

Infrastructure and human capital continue to be considered in highest priority, as the twin pillars of development, which
will sustain the progress achieved thus far.

In the 2020 proposed National Budget, in fact, social services gets the largest chunk, with PhP1.525 trillion (or a 37.2
percent share). This is followed by economic services, which will receive PhP1.184 trillion (or a 28.9 percent share).

Building up the people is an even more important focus and pursuit of the Administration. Thus, to further strengthen
human resources development programs and enhance the delivery of social services, the 2020 Budget aims to fully fund
the implementation of the social legislations passed this year — Universal Health Care, creation of the Department of
Human Settlements and Urban Development, institutionalization of 4Ps, as well as the replication of these programs in
conflict-affected and geographically isolated communities.

Continued Adoption of the Cash Budgeting System

The 2020 proposed National Budget continues the milestone shift to a Cash Budgeting System (CBS) that started with
this year’s budget planning and implementation. The CBS continues to yield positive results in terms of better planned,
coordinated, and implemented programs by government agencies, which lead to improved delivery of goods and services
to the people.

President Duterte himself has been quick to admit that the introduction of the CBS was fraught with challenges. But,
he continued, “we are on the right track here, and we have witnessed the faster pace of government spending. We have
finally ended years of large underspending with the phenomenal rise in infrastructure and other capital outlay spending
in 20187

Challenge and Promise

The first three years of the Duterte Administration have moved the country from the change that the nation and the
people need to move forward for progress, to lasting change that leads to a peaceful and progressive life.

In the next three years, beginning with fiscal year 2020, the journey of change continues, this time leading us even more
surely to peace and progress. As President Duterte has challenged and promised: “We have made significant strides and
accomplished significant milestones as a nation in the past three years. This momentum must continue with greater
fervor in the next three years and beyond.”
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II. MACROECONOMIC ENVIRONMENT

n light of heightening trade and geopolitical tensions

around the world, global economic activity has become

subdued and is expected to remain so in the near-term.
Even among advanced economies, many countries are expected
to experience slower rates of growth until 2020.

The Philippines, as well, faced recent challenges in its first
semester 2019 growth in the form of government underspending
during the first quarter and substantial declines in capital
investment during the second. The country posted a real gross
domestic product (GDP) growth rate of 5.5 percent in the first
semester of the year, the slowest since the beginning of the
Duterte Administration.

Nevertheless, the Philippines aims to be among the exceptions
to the bleak outlook for many economies in the world. The
country’s economic managers expect a vibrant second semester

as the national government initiates its catch-up plan to
accelerate government spending for the remainder of the fiscal
year in order to attain a full-year real GDP growth rate within
the 6.0 to 7.0 percent target range.

Overview of the Global Economic
Environment

Growth prospects for the global economy are skewed to the
downside owing to tightening financial conditions in both
advanced and developing economies, intensifying trade
tensions between the United States (US) and China, prolonged
uncertainties in the Euro area related to Brexit, and rising
geopolitical tensions in the Middle East.

Table 1. World Economic Outlook Growth Projections, 2019-2020

(in percent)

Particulars 2017 2018 Projections
2019 2020

World output 3.8 3.6 3.2 3.5
Advanced economies 2.4 %) 1.9 1.7
United States 2.2 2.9 2.6 1.9

Euro area 2.4 1.9 1.3 1.6

Japan 1.9 0.8 0.9 0.4

United Kingdom 2.8 14 1.3 14
Canada 3.0 1.9 1.5 1.9

Other advanced economies 2.9 2.6 2.1 24
Emerging markets and developing economies 4.8 4.5 4.1 4.7
Emerging and developing Asia 6.6 6.4 6.2 6.2

China 6.8 6.6 6.2 6.0

India 7.2 6.8 7.0 7.2

ASEAN-5 53 5.2 5.0 5.1
Commonwealth of Independent States 22 2.7 1.9 2.4

Russia 1.6 2.3 1.2 1.9

Excluding Russia 1.9 35 3.9 3.7

Emerging and developing Europe 6.1 3.6 1.0 2.3

Latin America and the Caribbean 1.2 1.0 0.6 2.3
Middle East, North Africa, and Pakistan 21 1.6 1.0 3.0
Sub-Saharan Africa 2.9 3.1 3.4 3.6

Source: World Economic Outlook, July 2019 update



The International Monetary Fund (IMF) adjusted its growth
forecasts for the global economy to 3.2 percent in 2019 and 3.5
percent in 2020 in its July 2019 update to the World Economic
Outlook (WEO) report. These projections are revised downward
by 0.1 percentage point from the April 2019 WEO estimates for
both years.

Growth Outlook in Advanced Economies. As of July 2019
update to the WEO, advanced economies are expected to
experience sluggish growth of 1.9 percent in 2019, below the
2.4 percent and 2.2 percent growth rates registered in 2017 and
2018, respectively. Moreover, growth is projected to decline
further to 1.7 percent next year.

Aside from the trade war between the US and China,
uncertainties regarding the United Kingdom’s decision to
leave the European Union and Italy’s current financial crisis
are among the key factors that contribute to the slowdown of
economic growth among advanced economies.

Growth Outlook in Emerging Markets and Developing
Economies. Countries in the developing world are expected
to grow at 4.1 percent in 2019, then by 4.7 percent in 2020 as
economic stressors in these countries dissipate. As such, global
growth in the near term is almost entirely predicated on the
recovery of such economies.

The emerging and developing Asia region is expected to grow
by 6.2 percent in both 2019 and 2020. Owing to the ongoing
trade war, China’s growth is expected to decline to 6.2 percent
in 2019 and further to 6.0 percent in 2020, from a robust 6.8
percent in 2017 and 6.6 percent in 2018. Meanwhile, the five
fastest-growing economies in the Association of Southeast
Asian Nations (ASEAN-5) are projected to experience a sluggish
5.0 percent growth in 2019 from its 2018 level of 5.2 percent,
though their growth is estimated to improve by 0.1 percentage
point in 2020.

Domestic Economic Performance for 2018
and Outlook for 2019

The Philippine economy grew by a modest rate of 6.2 percent
in 2018, solidifying its status as one of the fastest growing
economies in the developing world.

However, the country’s real GDP growth slowed down to 5.6
percent in the first quarter of Fiscal Year (FY) 2019, just below
the lower bound of the government’s target range of 6.0 to 7.0
percent. The slowdown is largely attributable to government
underspending in the first quarter due to the delay in the
passage of the FY 2019 National Budget and the election ban
on infrastructure spending, both of which reduced government
expenditure’s contribution to real GDP growth.

The economy’s growth slowed further to 5.5 percent in the
second quarter, mainly due to an 8.5 percent decline in capital
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Table 2. Top 10 Fastest-Growing Economies,
Emerging and Developing Asia, 2018

Particulars Real Growth Rate
2018
Bangladesh 7.7
Cambodia 7.3
Vietnam 7.1
Maldives 7.0
Mongolia 6.9
Myanmar 6.7
China 6.6
Lao PD.R 6.5
Nepal 6.3
Philippines 6.2

Source: World Economic Outlook, April 2019

investment during the period, as well as the lingering effects of
the impediments to government spending observed in the first
quarter.

Prolonged drought, which affected agricultural output, and
increased protectionism in the United States, which weakened
the growth of the business process outsourcing sector, also
contributed to the slowdown of the growth of the Philippine
economy.

On a positive note, the Philippine economy still remains to be
one of the fastest-growing economies in the developing world,
the lower-than-expected growth in the first half of the fiscal year
notwithstanding.

Table 3. First Semester 2019 Growth Rates,
Select Asian Economies

Particulars Real Growth Rate
First Semester 2019
ChinaV 6.3
Philippines? 5.5
Indonesia® 5.1
Malaysia* 4.7
Thailand” 2.6

Calculated from government statistics from the following sources:
! National Bureau of Statistics of China

# Philippine Statistics Authority

* Bank Indonesia

¥ Department of Statistics Malaysia

% Office of the National Economic and Social Development Council



The country’s first semester GDP growth rate of 5.5
percent is higher than the projected 3.2 percent growth
of the global economy, the 4.1 percent average growth
forecast ~ for  emerging  markets and developing
economies, and the 5.0 percent average growth estimate
for the ASEAN-5 in 2019.

Domestic inflation has also eased to more manageable levels
this year and is expected to settle between the adjusted target
range of 2.7 to 3.5 percent set by the Bangko Sentral ng Pilipinas
(BSP) for the remainder of 2019. The slowdown is largely
attributable to slower price increases in domestic energy and
global oil prices, as well as the effect of the Rice Tariffication Law
in deflating rice prices. The d ower rate of inflation is exp ected
to increase the disposable incomes of individuals, households,
and businesses and encourage them to save and/or invest their
excess money.

In the midst of easing inflation, and in response to the stifled
economic growth, the BSP has implemented a series of policy
rate cuts to encourage greater levels of investment in the country
and is expected to continue doing so in the near-term. The BSP
has also reduced reserve requirements for banks to stimulate
lending for productive economic activities.

The national government, for its part, has also committed to
accelerate its spending in the second half of 2019 to achieve its
spending targets and, more importantly, the full-year economic
growth target of 6.0 to 7.0 percent.

In light of recent policy actions and commitments, the national
government is optimistic that the Philippine economy will
rebound in the second semester of 2019 and in 2020. To
avoid another slowdown next fiscal year, it is critical that
the FY 2020 National Budget is passed on time to ensure the
timely implementation of infrastructure projects and social
development programs.

Table 4. Macroeconomic Parameters, 2018-2022
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Medium-Term Macroeconomic Forecasts
for 2020 to 2022

The 2020 proposed National Budget was crafted to ensure
the continuity and sustainability of the national government’s
programs for economic development and social investment
and protection. Accordingly, the proposed budget is grounded
on realistic macroeconomic assumptions that account for
economic and political developments in the domestic and
international fronts.

Gross Domestic Product. One of the most commonly used
indicators of economic performance is the GDP. Simply put, the
GDP measures the country’s total final economic output during
a year. As such, higher levels of GDP imply more goods and
services are produced by an economy, resulting in larger tax
bases and more revenue collections for the national government.
Also, this means that national output is growing at a faster pace,
providing greater levels of income for citizens of the country to
share and enjoy.

Relatedly, the GDP growth rate measures an economy's
well-being from one time period to another. After growing
at a respectable rate of 6.2 percent last year, the country saw
dampened levels of GDP growth in the first half of 2019,
though the country’s economic managers are confident that the
economy will rebound in the second semester as government
spending picks up to attain the FY 2019 full-year growth target
of 6.0 to 7.0 percent.

Despite an economic slowdown in the first half of 2019, growth
projections for the medium-term are optimistic at 6.5 to 7.5
percent in 2020 and 7.0 to 8.0 percent in 2021 and 2022.

Inflation Rate. Domestic inflation, or the persistent upward
movement of the general price level of goods and services in the
Philippine economy, eased to 1.7 percent in August this year, in

Parameter Actual 2018 Adjusted 2019 Projections
2020 2021 2022
Real GDP growth (%) 6.2 6.0-7.0 6.5-7.5 7.0-8.0 7.0-8.0
Inflation rate (%) 52 2.7-3.5 2.0-4.0 2.0-4.0 2.0-4.0
Treasury bill rate (%) 5.1 5.5-6.5 5.0-6.0 5.0-6.0 5.0-6.0
Exchange rate (PhP/USD) 52.66 51.00-53.00 51.00-55.00 51.00-55.00 51.00-55.00
Dubai crude oil (USD/bbl) 69.42 60.00-75.00 60.00-75.00 60.00-75.00 60.00-75.00
LIBOR (%) 2.5 2.5-3.5 1.5-2.5 1.5-2.5 1.5-2.5
Exports growth rate (%) -0.3 2.0 6.0 6.0 6.0
Imports growth rate (%) 9.4 7.0 8.0 8.0 8.0

Source: Budget of Expenditures and Sources of Financing FY 2020 (2020 BESF)



stark contrast to the 6.4 percent rate recorded in the same month
last year as commodity prices stabilized from upward pressures
due to global oil price hikes and quantitative restrictions on rice
imports, among other factors.

This brings the average inflation rate from January to August
2019 to 3.1 percent. In contrast, the average inflation rate for the
same period last year was recorded at 4.7 percent.

The BSP expects full-year inflation for 2019 to settle between
2.7 to 3.5 percent as it maintains its target of 2.0 to 4.0 percent
throughout the medium-term. This expectation emanates
from continued government interventions aimed at increasing
domestic food supplies and ensuring lower global commodity
prices due to weakened global demand.

Domestic Interest Rates. For budgetary purposes, the interest
rate charged on government securities, particularly the 364-day
Treasury bills, serves as the baseline for the domestic interest
rate. Higher interest rates encourage consumers to increase their
savings and hold more government securities in anticipation
of higher interest income, resulting in higher withholding tax
collections on interest income for the national government;
consequently, they also make the governments payment of
interest to the holders of government securities more expensive.

The 364-day Treasury bill rate averaged 5.1 percent in 2018,
higher than the 2.9 percent average rate recorded in 2017, which
was in line with the general uptrend in interest rates of countries
around the world given the policy rate hikes by major central
banks. Following this development, the economic managers
revised their projections upward at 5.5 to 6.5 percent in 2020
and at 5.0 to 6.0 percent thereafter until 2022. These assumptions
account for financial conditions both in the domestic and
international fronts, including the liquidity in the domestic
market, the cash position of the national government in light of
its accelerated infrastructure program, and the confluent policy
actions of the BSP and the US Federal Reserve.

Peso-Dollar Exchange Rate. In simple terms, the exchange rate
measures how much it costs in terms of Philippine pesos to
purchase one US dollar.

In 2018, the Philippine peso reached its lowest currency rate
after 12 years since July 19, 2006, when it averaged at PhP52.66
against the US dollar. The weakening of the peso can be
attributed to several domestic and international factors, such
as the increase in importation to support the administration's
infrastructure spending program, the rise in fears over the trade
war between the US and China, and continued monetary policy
normalization by the US Federal Reserve, among many others.

This year, the peso appreciated slightly on account of easing
inflationary pressures, dovish policy outlook in the US, and the
sovereign credit rating upgrade by Standard and Poor’s Global
from BBB to BBB+. In light of this development, the economic
managers projected the peso-dollar exchange rate to settle
between PhP51.00 to PhP53.00 for 2019 and to be within the
range of PhP51.00 to PhP55.00 from 2020 to 2022. The peso is
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expected to be supported by positive market sentiment due to
the recent sovereign credit rating upgrade, firm macroeconomic
fundamentals, and sustained foreign exchange inflows.

Dubai Crude Oil Price. The international price of Dubai
crude oil, measured in US dollars per barrel, is used as a key
benchmark price for Philippine fuel prices.

Dubai crude oil prices averaged at a price of USD69.42 per
barrel in 2018, higher than the previous year’s average, largely
due to the decision of the Organization of Petroleum Exporting
Countries (OPEC) and other oil producers to extend their
production cuts to 2018. The reimposition of US sanctions
on Iran and the ongoing political and economic turmoil in
Venezuela also exerted upward pressure on oil prices that year.

Over the medium-term, Dubai crude oil prices are expected to
remain broadly steady as different international developments
exert opposing forces on the global oil price level. Upward
pressures on global oil prices include the extension of OPEC
production cuts up to March 2020, US sanctions on Iran and
Venezuela, continued crisis in Venezuela, and rising political
risks in the Middle East. At the same time, the ongoing trade
tensions between the US and China and the overall slowdown in
global economic activity, which are expected to dampen global
demand for oil in the medium-term, as well as an increase in
US oil production, could pose downward pressures on global
oil prices.

Consequently, Dubai crude oil prices are expected to settle
between USD60.00 to USD70.00 per barrel throughout the
medium-term.

London Interbank Offered Rate. The London Interbank Offered
Rate (LIBOR) is an international benchmark for average interest
rates or borrowing costs used by major global lending banks
when lending to each other for short-term loans.

Foreign interest rates increased in 2018 following policy rate
hikes by major central banks around the world, particularly the
upward adjustments in the target Federal funds rate by the US
Federal Reserve. That year, the average six-month LIBOR was
reported to be at 2.5 percent.

For 2019, this rate is projected to settle within the range of 2.5 to
3.5 percent, while for the medium-term, it is assumed to range
from 1.5 to 2.5 percent. The downward adjustment over the
medium-term is anticipated in light of the bearish outlook in
global economic growth.

Exports and Imports. The Philippines’ economic participation
in the international market is measured in terms of the value
of its exports, or local goods sold abroad, and of imports, or
international goods bought by local consumers.

Prospects for the Philippines’ contribution to international
trade are positive. After constricting by 0.3 percent last year, it
is expected that the country’s exports of goods will expand by
2.0 percent by the end of the year and grow at a faster pace of
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6.0 percent in the succeeding years on account of an anticipated
pick up in global economic activity by 2020. Imports are also
projected to grow in the medium-term, though at marginally
slower rates than in 2018, at 7.0 percent by end-2019 and by
8.0 percent thereafter, supported by the sustained domestic
economic growth outlook and increased demand for raw
and manufactured materials in light of the government’s
infrastructure program.

Fiscal Risks and Other Sources
of Risks to Growth

In order to sustain the growth momentum of the Philippine
economy, the national government is keen on identifying risk
factors from both the domestic and international fronts that
could potentially threaten the government’s fiscal position and
impede economic growth and development.

Sluggish Global Expansion. The bearish conditions of the
global economy may pose as a challenge to Philippine economic
growth in the medium-term as international trade constricts
due to escalating trade tensions between the US and China,
the slowdown of growth in China, the tightening of financial
conditions in emerging markets, uncertainties related to Brexit,
and geopolitical tensions in the Middle East.

Rising protectionism in the US and China, both major political
and economic allies of the Philippines, also threatens to reduce
both demand for Philippine exports and supply of international
goods for import.

On the fiscal side, this slowdown of international trade could
also potentially affect the national government’s coffers through
reduced import tariff collections.

To guard against such external risks, domestic demand must
compensate for the potential contraction in external demand.
Moreover, local supplies of goods and services, especially of basic
commodities, should be sustained in order to accommodate
local demand should the international market lack in supply.

Upside Risks to Inflation. Though inflation is expected to
remain moderate throughout the medium-term, the national
government remains on the lookout for risk factors that
could put upward pressure on the general price level. Such
risks include adverse weather shocks to local food supply, the
potential impact of the persisting African Swine Flu epidemic
on the domestic supply of meat products, volatility in global oil
prices, and upsurges in government spending on infrastructure
amidst the Duterte Administration’s Build, Build, Build Program
goes into full swing.

Investment Policy Uncertainties. Members of the business
community, particularly investors from the international
environment, have expressed reservations about bringing
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investments into the country because of uncertainties about
policies affecting investments, such as the second package of
the Comprehensive Tax Reform Program, the implementation
of the Ease of Doing Business Act and the Anti-Red Tape Act,
and the relaxation of restrictions on foreign investments. These
reservations manifested themselves in the form of an 8.5 percent
decline in capital investments during the second quarter of the
fiscal year, which weighed down on economic growth for the
period.

Rising Pension Costs for Military and Uniformed Personnel.
The rapidly rising cost of pension payments and retirement
benefits for military and uniformed personnel (MUP) poses
a threat to the national government’s fiscal position in the
medium- to long-term. Figure 1 below shows that pension
requirements are taking up an increasingly larger share of total
personnel services (PS) requirements for MUP.

Figure 1. Pension vs. Total PS Requirements for MUP
(in billion Pesos)

200 186.5
173.9 177.3
. 71.8
89.9
150
100
114.7
87.4 (61.5%)
50 65.6 (49.3%)
(37.7%)
0
2018 GAA 2019 GAA 2020 Proposed
MUP Pension requirement MUP PS balance

1.The 2019 pension requirement includes releases from the Unprogrammed
Fund amounting to PhP14.2 billion as additional requirement for the
June to December 2019 pension differential payments arising from the
implementation of Congress Joint Resolution No. 1, series of 2018. The
remaining PhP13.7 billion requirement for the January to May 2019
pension arrears will also be released this year, subject to the availability

of funds.
2. Total MUP PS requirement includes the base pay and long pay of MUP

only to make it comparable to the regular pension requirement.

The rising cost is attributable to three main features present in
all existing retirement laws of the uniformed services: automatic
indexation to current compensation rates of MUP; the non-
contributory nature of the pension system (unlike the civilian
pension systems); and the pensionable age of 20 years of service
for MUP, which allows them to avail of their benefits very early.
Moreover, because of the non-contributory nature of the system,
the national government shoulders the full cost of pension
payments and retirement benefits for the MUP annually.



In order to address this risk, the national government is
currently formulating a program to introduce long-overdue
reforms to preserve the sustainability of both the MUP pension
system and the government’s fiscal health.

The Supreme Court Ruling on the Mandanas Case. Following
the Supreme Court ruling in April 2019 on the case filed by
Batangas Governor Hermilando Mandanas, local government
units (LGUs) will receive an estimated 30 percent higher shares
of the Internal Revenue Allotment (IRA) starting FY 2022. The
ruling effectively expands the base computation of the IRA
to include all national taxes instead of just internal revenue
collections of the Bureau of Internal Revenue (BIR).

The decision is estimated to cost the national government a
significant budgetary requirement in 2022, placed at 1 percent
of GDP. The increase in the IRA will effectively constrain the
national government’s fiscal space, limiting its flexibility to fund
strategic priorities in support of the country’s development
goals. However, the national government is committed to
maintaining its deficit target of 3.2 percent of GDP despite the
additional budgetary pressure brought about by the Supreme
Court decision.

To mitigate this fiscal risk, the national government intends
to fully devolve the services and functions as mandated under
Section 17 (b) of the Local Government Code of 1991 (Republic
Act No. 7160) and capacitate the LGUs in the delivery of such
services and functions in order to improve their management of
fiscal resources, as well as to reduce the budgetary pressure on
the national government.

If LGUs prove to be incapable of improving their absorptive
capacities, or their ability to maximize the use of their financial
resources to achieve efficient and effective outcomes, then the
huge inflow of additional IRA funds may only serve to increase
economic costs for the country through inefficient spending or
underutilization of fiscal funds, which could have otherwise
been used in more productive ways.

Strategies to Improve Growth

The Philippine economy has proven its resilience in recent years
as it has consistently hurdled adverse shocks against economic
productivity and growth. Even as it continues to tackle economic
challenges, the Philippines possesses a lot of potential and faces
plenty of opportunities that the national government can exploit
in order to boost economic productivity and sustain domestic
demand to bolster growth.

Demand-side strategies. The government pursues policy actions
to induce domestic demand and encourage greater levels of
investment into the country.

e The proper implementation of the Rice Tariffication Law
will lower rice prices, effectively increasing consumers’
level of disposable income for other commodities while
boosting the productivity of farmers.
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e Social mitigating measures such as the unconditional cash
transfer programs for indigents to counter the adverse
effects of the tax reform.

® On the investment side, the government accelerates its
infrastructure program to address infrastructure gap and
encourage greater levels of investments of capital inflow to
the country.

e Reducing the corporate income tax rate as proposed in
the second package of the Comprehensive Tax Reform
Program will also induce the effect as it attracts foreign
firms and investors to set up their shops in the country.

e The government also pursues other policy interventions to
make the local business environment more attractive for
investors, such as reducing foreign investment restrictions
and the cost of doing business in the country. The full
implementation of the Ease of Doing Business Act and the
Anti-Red Tape Act are imperative in this regard.

e The full implementation of the Export Development Plan,
as well as the formation of additional trade and economic
agreements with international trading partners, will also
increase foreign demand for local goods and accelerate
export growth.

Supply-side strategies. The government also introduced policy
interventions that would enhance economic productivity,
increasing the output of goods and services.

e Agricultural development will increase domestic
agricultural supply through investmentsin high-value crops,
increased access to innovative agricultural technologies,
and intensified credit programs for farmers. The proper
utilization of the Rice Competitiveness Enhancement Fund
is necessary to improve the productivity of the Rice sector.
Moreover, it is crucial to intensify animal quarantine and
surveillance practices to prevent the entry of livestock
diseases into the country.

®  Accelerating the efforts to prepare and respond to the
emerging landscape brought about by the Fourth Industrial
Revolution through quality education and health services,
including the implementation of the Philippine Innovation
Act, will help promote the competitiveness of Filipino firms
and workers, ensuring that their productivity will not be
left behind due to rapid technological advancements.

e Investments in the capacity and technology of the
Manufacturing sector will also boost industrial output. In
addition, amending the Public Service Act to open up public
utilities to foreign ownership will enhance competition
in the sector and improve the delivery of public services
needed for manufacturing, particularly electricity and
water services.

o The timely implementation of and innovations in
construction and other infrastructure projects will
facilitate a better flow of goods and services in the country,
augmenting the productivity of economic activities.

o The entry of new telecommunications firms and the
consequent improvement of national broadband systems
and information technology infrastructure will enhance
connectivity across the Philippine archipelago.
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e Ensuring energy security by developing the proper facilities
for energy generation and distribution will provide ample
supplies of energy at reduced costs, enabling firms to
produce greater levels of output.

e The implementation of the Philippine Identification System
Act will enhance the efficiency of conducting transactions
with public and private institutions by reducing the need
for cumbersome quantities of documents to prove one’s
identity.

Budget Sensitivity to Macroeconomic
Parameters

The governments medium-term fiscal program estimates are
based on the macroeconomic parameters approved by the
country’s economic managers. As such, the budget balance
is heavily sensitive to fluctuations in these macroeconomic
indicators. The fiscal impacts of variations in each of the
macroeconomic parameters, holding everything else constant,
are summarized in Table 5.

Table 5. Budget Sensitivity to Macroeconomic Parameters, 2020

(in billion Pesos)
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An increase of 1.0 percentage point in the 364-day Treasury
bill rate is estimated to increase government collections by
PhP0.4 billion and increase disbursements by PhP1.8 billion,
increasing the budget deficit by PhP1.4 billion. Similarly, a 1.0
percentage point increase in the Treasury bond rate is projected
to increase government revenues by PhP0.6 billion and increase
disbursements by PhP2.8 billion, worsening the budget deficit
by PhP2.2 billion.

Foreign interest rates (LIBOR). Interest rates on foreign securities
affect the national government’s interest payments on foreign
borrowings but do not influence government revenues. A 1.0
percentage point increase in the LIBOR is expected to increase
government disbursements due to additional interest payments
by PhP6.5 billion, pushing the budget balance towards deficit by
that amount.

Inflation rate. Government revenues are expected to rise by
PhP22.3 billion for every 1.0 percentage point increase in the
inflation rate owing to increased value-added tax collections
(due to higher commodity prices) and increased income tax

Impact
Parameter Change .

Revenues Disbursements Budget Balance
Peso-dollar exchange rate PhP1.00 depreciation 10.7 24 83
Treasury bill rate 1.0 percentage point increase 0.4 1.8 (1.4)
Treasury bond rate 1.0 percentage point increase 0.6 2.8 (2.2)
LIBOR 1.0 percentage point increase 0.0 6.5 (6.5)
Inflation rate 1.0 percentage point increase 22.3 0.0 22.3
Real GDP growth rate 1.0 percentage point increase 26.9 0.0 26.9
Growth rate of imports 1.0 percentage point increase 55 0.0 55

Source: 2020 BESF

Peso-dollar exchange rate. Every one peso depreciation against
the US dollar, or a one peso increase in the cost of buying one US
dollar, is estimated to increase government revenues by PhP10.7
billion due to higher earnings from foreign grants and import
taxes. The same is also expected to increase disbursements on
interest payments for foreign-denominated debts by PhP2.4
billion, resulting in a net improvement of PhP8.3 billion in the
budget balance, which can be used to fund other priority
programs and projects.

Domestic interest rates. The interest rates on government
securities affect the government’s fiscal position through
revenue earnings from withholding taxes on interest income of
government security holders and disbursements for payments
of interest charged on government debt.

collections (due to higher wages) without any additional cost to
the government if the appropriate budget ceiling is set.

Real GDP growth rate. Faster domestic economic growth
creates more jobs and results in higher levels of income for the
citizens of the country, providing a larger tax base from which
the government may collect revenues. It is estimated that a 1.0
percentage point increase in the country’s real GDP growth rate
will increase government revenues by PhP26.9 billion.

Growth rate of imports. A faster import growth rate improves
government revenue collections of import tariffs and value-
added taxes. It is estimated that every 1.0 percentage point
increase in the growth rate of imports increases government
revenues by PhP5.5 billion, improving the government’s budget
balance by the same amount.



Socioeconomic Indicators for 2020 to 2022

The national governments medium-term fiscal program
builds on the progress made during the first half of the term
of the Duterte Administration to sustain the country’s growth
momentum and transform it into an upper-middle income
country (UMIC) by 2022. In line with this objective is the
more important goal of attaining growth that is truly felt by the
people — an inclusive growth — that will reduce poverty and
unemployment in the country. The Philippine Development
Plan 2017-2022 outlines these developmental objectives
by linking the national government’s fiscal program to the
Administration’s desired socioeconomic outcomes.

Table 6. Headline Indicators, Targets and Accomplishments
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Latest poverty estimates (as of the first half of 2018), derived
from the 2018 Family Income and Expenditure Survey (FIES)
conducted by the Philippine Statistics Authority, showed that
21.0 percent of the Philippine population remains poor, just
0.6 percentage points lower than the 2015 FIES estimate. On
this front, the national government needs to make policy
adjustments in order to accelerate the reduction of poverty in
the country and reach the target poverty rate of 14.0 percent
by 2020. As such, it is imperative that the efficient and proper
implementation of the national government’s protective and
promotive social investment programs, including the recently
institutionalized Pantawid Pamilyang Pilipino Program, the
Unconditional Cash Transfer Program, the Universal Access to
Quality Tertiary Education Program, and the Universal Health
Care Program, among others, is ensured.

2016 Annual Plan Target Accomplishments
Indicator .
Baseline 2019 2020 2018 2019
Real GDP growth (%) 6.9 6.0-7.0 6.5-7.5 6.2 5.5Y
Real per capita GNI growth (%) 5.0 5.0 5.0 4.3 5.2%
Poverty incidence (% of population) 21.6% - 14.0 21.0 -
Unemployment rate (%) 5.5 4.3-5.3 3.0-5.0 53 5.4

Source: NEDA, PSA

! First half of 2019

? First half of 2018

% Full-year estimate per 2015 FIES
¥ Half-year estimate per 2018 FIES
¥ July 2019

Last year, the Philippine economy posted a real GDP growth
rate of 6.2 percent. Though marginally slower than the baseline
rate when the present Administration took office in 2016, it
nevertheless secured the country’s position as one of the fastest
growing emerging economies in the world. This year, however,
due to institutional roadblocks that barred government
spending, economic growth for the first half of the fiscal year
slowed to 5.5 percent, just 0.5 percentage points shy of the lower
bound of the target for the year. Growth is expected to pick up
in the second semester in light of the national government’s
commitments to accelerate spending, as well as recent policy
actions intended to spur growth, including a series of policy rate
cuts by the BSP.

Growth in terms of real per capita gross national income (GNI),
however, shows a more positive story about the economy. For
the first half of 2019, real per capita GNI grew by 5.2 percent,
higher than the baseline rate of 5.0 percent in 2016 and the 2018
rate of 4.3 percent, as well as the annual target of 5.0 percent.

The unemployment rate as of July 2019 increased to 5.4 percent,
down by 0.1 percentage points from the baseline rate recorded
during the start of the Administration’s term but also up by
the same amount from last year’s rate of 5.3 percent. In order
to achieve the target rate between 4.3 to 5.3 percent in 2019
and 3.0 to 5.0 percent in 2020, investments in human capital
development must be sustained to improve the employability
and productivity of Filipino workers. Programs that generate
employment opportunities may also be pursued; the full
implementation of the Duterte Administration’s Build, Build,
Build program over the medium-term will help in this regard.
Likewise, the pace of other economic structural adjustment
needs to be increased to attract more investments and sustain
the generation of more quality and productive employment.

With  sustained economic performance, accompanied
by complementary policy interventions by the national
government, the Philippines should be well on its way to
achieving UMIC status driven by inclusive growth by the end of
the Duterte Administration’s term in 2022.
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ITII. FINANCING THE NATIONAL EXPENDITURE PROGRAM

The FY 2018 Fiscal Performance

National government revenues for 2018 was recorded at PhP2.9
trillion, 15.2 percent or PhP377.1 billion higher year-on-year,
and 0.1 percent or PhP3.9 billion higher than the programmed
amount. Of the PhP2.9 trillion revenues for 2018, PhP2.6
trillion were in the form of tax revenues, the bulk of which was
collected by the Bureau of Internal Revenue (BIR) at PhP2.0
trillion (76.1 percent) and by the Bureau of Customs (BOC) at
PhP593.1 billion (23.1 percent).

On the other hand, PhP268.7 billion of the 2018 revenues came
from non-tax sources. These were driven mainly by collections
in the form of fees and charges (PhP52.7 billion), income of the
national government collected by the Bureau of the Treasury
(BTr) (PhP75.3 billion), and income from Treasury Operations
of the BTr (PhP38.9 billion). Other non-tax revenues amount
to PhP101.8 billion.

National government disbursements posted a robust
performance in 2018. Actual disbursements amounted to
PhP3.4 trillion, reflecting a significant increase of 20.7 percent
or PhP584.7 billion from the 2017 level of PhP2.8 trillion.
Likewise, actual disbursements surpassed the programmed
PhP3.37 trillion for the year, breaking the government’s 12-
year record of underspending. Since 2005, Fiscal Year (FY)
2018 was the first year where the national government met
and marginally exceeded its disbursement program for the
year. This is indicative of improved budget execution, quality
of government spending, and delivery of public goods and
services.

Due to the shift to one-year validity of appropriations and the
cleaning of prior years’s accounts payables in transition to the
cash budget for 2019, the spending for infrastructure and other
capital outlays amounted to PhP803.6 billion in 2018, reflecting
a significant 41.3 percent rise or PhP234.9 billion increase year-
on-year. It exceeded the PhP775.4 billion program for the year
by 3.6 percent or PhP28.3 billion.

Including the program support to Government-Owned and/or
Controlled Corporations and transfers to Local Government
Units (LGUs) intended for infrastructure expenditures, the
infrastructure program of the government reached PhP886.2
billion or 5.1 percent of GDP. This is comparatively higher than
the targeted infrastructure spending of PhP868.8 billion or 5.0
percent of GDP for the year and the 4.4 percent achieved in
2017.

The governments large Personnel Services (PS) expenditure
was another contributor for the robust disbursement
performance. Following the increase in base pay benefits of
government employees, including the military and uniformed
personnel, through Executive Order No. 201, series of 2016
and Joint Resolution No. 1, series of 2018, PS spending climbed

to PhP987.2 billion (22.1 percent or PhP178.8 billion higher
than the 2017 level). PS expenditures exceeded the PhP961.9
billion target for the year by 2.6 percent or PhP25.3 billion, due
to the faster fill up rates for creation and filling of positions in
the Department of Education and other agencies, as well as the
payment of pension differentials in the Department of National
Defense.

National government spending on Maintenance and Other
Operating Expenses (MOOE), particularly for social protection
programs, such as basic and tertiary education, health
promotion, and Pantawid Pamilyang Pilipino Program (4Ps)
also remained firm. MOOE was registered at PhP525.6 billion,
12.9 percent or PhP60.2 billion higher than the PhP465.4 billion
in 2017. Similarly, it exceeded the PhP517.5 billion target for the
year by 1.6 percent or PhP8.2 billion.

Altogether, allotment and capital transfers to LGUs amounted
to PhP575.7 billion, 8.6 percent or PhP45.5 billion higher than
the 2017 levels as a result of the higher shares of LGUs from
the internal revenue collections of the national government,
special shares from the proceeds of national taxes, as well as
infrastructure transfers from the Local Government Support
Fund (LGSF). However, this is lower than the PhP582.7 billion
target for the year mainly due to minimal releases from the
regular financial subsidy to LGUs and Assistance to Cities.

Interest Payments (IP) for 2018 amounted to PhP349.2 billion,
12.5 percent or PhP38.7 higher year-on-year due to the
bigger financing requirements for the year, coupon payments
for newly issued bonds, and other debt instruments, and
combined impact of heightened interest and foreign currency
environment. Despite the said increase, actual IP for 2018 is still
lower than the PhP354.0 billion program for the year, resulting
in some PhP4.8 billion savings. Likewise, its share to total
disbursements declined to 10.2 percent from 11.0 percent in
2017. This is credited to the debt liability management strategies
implemented by the government, retiring more expensive loans
and favoring local currency denominated debt to minimize
exposure to foreign exchange rate volatility.

Despite favorable numbers posted by the national government’s
disbursements and revenue collections, a higher fiscal deficit
was recorded at PhP558.3 billion. This deficit is equivalent to
3.2 percent of GDP, slightly above the 3.0 percent of GDP target
for the year. The fiscal gap widened by 59.2 percent or PhP207.6
billion and exceeded the target by 6.6 percent or PhP34.6 billion.
Besides the heavier public spending, the lower-than-expected
economic growth (6.2 percent vs. 6.5 percent target) resulted in
a higher deficit-to-GDP ratio during the period. (See Table 1)

The FY 2019 Fiscal Position

For FY 2019, the programmed aggregate revenue amounts to
PhP3.15 trillion. Of this amount, PhP2.96 trillion will come



Table 1. Full-Year Fiscal Performance
(in billion Pesos)
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January to December Variance Increase/(Decrease)
Farticulars ( Azc(i:;l) (Prf)(;'aslm) ( Azc(i:ljl) Amount Percent Amount Percent

REVENUES 2,473.1 2,846.3 2,850.2 3.9 0.1 377.1 154
DISBURSEMENTS 2,823.8 3,370.0 3,408.4 38.5 1.1 584.6 20.7
g}‘;; ;Igit?lf::aﬁng 2,113.9 2,415.8 2,440.5 247 1 326.6 15.4
Personnel Services 808.4 961.9 987.2 253 2.6 178.8 22.1
MOOE 465.4 517.5 525.6 8.2 1.6 60.2 12.9
Subsidy 131.1 137.7 136.7 (1.0) (0.7) 5.6 4.2
Allotment to LGUs 390.2 425.2 420.2 (5.1) (1.2) 30.0 7.7
Interest Payments 310.5 354.0 349.2 (4.8) (1.4) 38.7 12.5

Tax Expenditure Fund 8.3 19.5 21.6 2.1 10.7 13.3 159.2
Capital Outlays 714.1 940.4 963.1 22.7 2.4 249.0 34.9
iﬁgﬁiﬁfﬁg 568.8 775.4 803.6 28.3 3.6 234.9 413
Equity 5.4 7.6 4.0 (3.6) (47.4) (1.4) (25.6)
E)afict;alfmmfers 140.0 157.5 155.5 (2.0) (1.3) 15.5 11.1

Net Lending (4.2) (13.8) (4.9) (8.9) (64.6) 9.1) 215.1
SURPLUS/(DEFICIT) (350.6) (523.7) (558.3) (34.6) 6.6 (207.6) (59.2)

Source: Department of Budget and Management (DBM), National Government (NG) Disbursement Performance, June 2019

from tax sources and PhP192.2 billion from non-tax sources.
Meanwhile, the programmed disbursements for 2019 amounts
to PhP3.8 trillion which will be spent on Current Operating
Expenditures (PhP2.7 trillion), Capital Outlays (PhP1.0
trillion), and Net Lending (PhP27.0 billion). Furthermore,
the programmed gross financing for 2019 is set at PhP1.2
trillion. This will finance the 2019 programmed budget deficit
amounting to PhP620.0 billion.

On the revenue side, collections for the first semester of 2019
amounted to PhP1.5 trillion, 9.7 percent or PhP137.0 billion
higher than 2018 level, and 0.3 percent or PhP4.2 billion higher
than the programmed level. Of this PhP1.5 trillion revenues,
PhP1.4 trillion came from tax sources while PhP166.5 billion
came from non-tax and privatization proceeds. Tax sources
were driven by the improved collections of the BIR and the
BOC, which reached PhPI.1 trillion and PhP303.0 billion,
respectively.

On the other hand, non-tax revenues were driven mainly by
collections in the form of fees and charges (PhP24.4 billion),
income of the national government collected by the BTr
(PhP63.8 billion), and income from Treasury Operations of the
BTr (PhP23.3 billion). Other non-tax revenues amounted to
PhP54.2 billion for the first semester of 2019.

For the first semester of 2019, total disbursements amounted
to PhP1.6 trillion, slightly down by 0.8 percent or PhP13.4
billion year-on-year. Further, total disbursements were lower

than the PhP1.7 trillion program for the first semester by 7.3
percent or PhP125.8 billion. This is mainly due to the delayed
implementation of new programs and projects following the
delayed enactment of the FY 2019 General Appropriations Act
(GAA), and the election ban.

Total PS spending registered at PhP503.3 billion, 9.3 percent
or PhP42.8 billion higher year-on-year, as a result of the higher
salary and benefits of government employees, including MUP.
Still, actual PS disbursements is 1.6 percent or PhP8.4 billion
lower than the programmed level due to minimal releases from
the Miscellaneous Personnel Benefits Fund for creation and
filling of positions given the election ban.

Meanwhile, MOOE for the first semester reached PhP242.1
billion, slightly lower by PhP100 million year-on-year, and
lower by 3.5 percent or PhP8.8 billion than the programmed
level for the period.

As a result of the late enactment of the FY 2019 GAA and
the election ban on the implementation of public works,
infrastructure and other capital outlays reached PhP311.4
billion, 11.7 percent or PhP41.3 billion lower year-on-year, and
20.8 percent or PhP81.5billion lower than the programmed level.
Given the enactment of the GAA in mid-April, implementation
timelines and work programs of agencies have already been
affected which then resulted in delays and slippages. Since line
agencies are still obligating and starting to implement new




infrastructure projects towards the end of the second quarter,
partial completion and deliveries, and corresponding progress
billings are expected this second semester.

Allotment and Capital Transfers to LGUs amounted to
PhP295.7 billion, 2.3 percent or PhP7.1 billion lower year-on-
year. This amount was 7.3 percent or PhP23.4 billion lower than
the programmed level as a result of lower releases from the
LGSF since the implementation of infrastructure projects was
temporarily halted during the election ban.

Interest payments for the first semester of 2019 amounted to
PhP180.1 billion, 8.8 percent or PhP14.6 billion higher year-
on-year. Yet, it is 0.1 percent or PhP0.3 billion lower than the
programmed level.

Together, the slow disbursement performance despite improved
revenue collection resulted in a first semester deficit amounting
to PhP42.6 billion, 77.9 percent and 75.3 percent lower than the
2018 actual level and programmed level, respectively.

For the full-year 2019, the aggregate disbursement program is
set at PhP3.8 trillion, equivalent to 19.7 percent of the GDP.
To reach the said target, projections indicate that monthly
disbursements for the rest of the year should at least grow by
24.6 percent.

Previous years’ disbursement performance shows that spending
usually picks up in the third and fourth quarters of a given fiscal
year. On the average for the last fifteen years (from 2004 to 2018),
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disbursements for the third and fourth quarters accounted for
25.3 percent and 27.0 percent of the total spending for the year,
respectively.

The DBM continues to monitor the status of agency
disbursements, particularly the Department of Public Works
and Highways and Department of Transportation. Based on
their recent spending performance, the government remains
upbeat as to the attainment of the full year program.

The Medium-Term Fiscal Program

The government will sustain its expansionary fiscal policy
to finance the country’s strategic infrastructure investments,
development priorities, and ultimately achieve the Duterte
Administration’s objective of rapid poverty reduction and
inclusive growth.

Medium-Term Revenues from the Comprehensive Tax Reform
Program. Revenue collections are targeted to reach PhP3.1
trillion for full-year 2019, equivalent to 16.5 percent of GDP, and
representing a 10.5 percent growth over the 2018 level of PhP2.9
trillion. This level takes into account the additional PhP140.6
billion from the implementation of the Comprehensive Tax
Reform Program (CTRP), specifically PhP113.1 billion from
Package 1A and PhP27.5 billion from Package 1B (amnesty on

estate tax and on delinquencies).

Table 2. National Government Disbursement Performance for the First Semester, 2018-2019
(in billion Pesos)

January to June Variance Increase/(Decrease)

Farticulars ( A?c(ﬁlil) (Prf)(;‘zgim) ( AZC(EIZI) Amount Percent Amount Percent
REVENUES 1,410.5 1,543.4 1,547.5 4.2 0.3 137.0 9.7
DISBURSEMENTS 1,603.6 1,716.0 1,590.2 (125.8) (7.3) (13.4) (0.8)
g}‘:;;‘gigf::aﬁng 1,154.7 1,233.8 1,193.9 (39.8) (32) 39.3 34
Personnel Services 460.5 511.7 503.3 (8.4) (1.6) 42.8 9.3
MOOE 242.1 250.8 242.1 (8.8) (3.5) (0.1) (0.0)
Subsidy 67.7 49.4 26.7 (22.7) (45.9) (41.0) (60.6)
Allotment to LGUs 210.6 233.8 230.2 (3.6) (1.6) 19.6 9.3
Interest Payments 165.5 180.3 180.1 (0.3) (0.1) 14.6 8.8
Tax Expenditure Fund 8.2 7.7 11.6 3.9 51.3 34 41.0
Capital Outlays 447.5 478.7 377.5 (101.2) (21.1) (70.1) (15.7)
iﬁﬁagtfh“;“gg 352.7 392.9 311.4 (81.5) (20.8) (41.3) (11.7)
Equity 2.6 0.5 0.6 0.1 22.8 (2.0) (77/7)
E)afg%?amfers 92.3 85.3 65.5 (19.8) (23.2) (26.8) (29.0)
Net Lending 1.4 3.5 18.8 15.3 432.9 17.4 1,273.1
SURPLUS/(DEFICIT) (193.0) (172.6) (42.6) 129.9 (75.3) 150.4 (77.9)

Source: DBM, NG Disbursement Performance June 2019



Table 3. List of Revenue Measures'
(in million Pesos)
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Particulars 2018 2019 2020 2021 2022
Actual Program Projection Projection Projection

Package 1A 68,436 113,067 153,800 159,726 162,354
Bureau of Internal Revenue 9,887 23,686 48,982 43,145 38,147
Personal Income Tax (111,677) (128,902) (135,441) (154,151) (189,024)
Corporate Income Tax (PCSO) 1,244 549 602 661 727
Estate Tax (2,772) (2,100) (2,100) (2,100) (2,100)
Donor’s Tax (2,623) (1,810) (1,990) (2,180) (2,400)
Value-Added Tax 13,644 16,678 19,367 19,969 21,320
Excise Tax on Petroleum 23,860 42,030 54,628 55,379 56,179
Excise Tax on Automobiles 2,281 3,349 3,550 3,763 3,988
Sugar-Sweetened Beverages 35,510 37,286 39,150 41,108 43,163
Excise Tax on Tobacco 8,863 9,274 11,893 8,612 10,877
Excise Tax on Coal - 1,495 2,411 2,607 2,795
Excise Tax on Mining 2,449 2,488 2,528 2,569 2,610
Cosmetic Procedures 4 4 4 4 4
Percentage Tax Exemptions 6 - - - -
Foreign Currency Deposit Unit 365 862 896 933 970
Capital Gains on Non-Traded Stocks 4,529 4,600 4,600 4,600 4,600
Stock Transaction Tax for Traded Stocks 376 376 376 376 377
Adjustment of Creditable Withholding Tax Rate - (2,200) (2,420) (2,662) (2,928)
Documentary Stamp Tax 33,825 37,208 40,928 45,021 49,523

Tax Administration - 2,500 10,000 18,637 37,465
Bureau of Customs 58,549 89,381 104,818 116,581 124,208
Excise Tax on Petroleum 30,293 54,963 59,091 60,123 61,205
Value-Added Tax (VAT) 8,543 11,807 12,907 13,517 14,173
Excise Tax on Automobiles 16,086 15,064 15,968 16,926 17,942
Excise Tax on Coal 1,103 2,406 4,079 4,467 4,869
Sugar-Sweetened Beverages 2,515 2,641 2,773 2,911 3,057
Excise Tax on Minerals 10 - - - -

Tax Administration - 2,500 10,000 18,637 22,962
Package 1B - 27,535 - - -
Bureau of Internal Revenue - 27,535 - - -
Estate Tax Amnesty - 6,279 - - -

Tax Amnesty on Delinquencies - 21,256 - - -
Package 2+ - - 41,653 58,942 72,329
Bureau of Internal Revenue - - 40,983 58,012 71,150
Tobacco - - 15,682 22,799 26,766
Alcohol - - 20,910 28,997 36,761
Value-Added Tax (VAT) - - 4,391 6,216 7,623
Bureau of Customs - - 671 930 1,179
Alcohol - - 599 830 1,053
Value-Added Tax (VAT) - - 72 100 126
TOTAL REVENUES 68,436 140,601 195,453 218,668 234,683

Source: Department of Finance
Note: Figures may not add up due to rounding off.

 Revenue measures under the Comprehensive Tax Reform Program




Proceeds from Package 1A are expected to increase from the
programmed PhP113.1 billion in 2019 to PhP162.4 billion in
2022.

For 2020, revenues are projected to reach PhP3,536.2 billion,
equivalent to 16.7 percent of GDP, considering the PhP41.7
billion proceeds from the CTRP Package 2+ (excise tax on
alcohol and tobacco products). Total revenues attributable to
the CTRP are projected to contribute an additional amount
of PhP195.5 billion in 2020. From 2019 to 2022, the CTRP
(Packages 1A, 1B, and 2+) is expected to generate a year-on-
year average of PhP197.4 billion in additional revenues.! This
will help revenues to increase from PhP3.1 trillion in 2019 to
PhP4.4 trillion in 2022.

Starting 2020, Package 2+ of the CTRP will contribute PhP41.7
billion, with the BIR collecting 98.4 percent or PhP41.0 billion.
This portion on BIR collections will increase to PhP58.0 billion
in 2021 and PhP71.2 billion in 2022.

Package 2 aims to lower the corporate income tax rate from
the current 30 percent to a more competitive rate of 20 percent
by 2029. It will also rationalize the present proliferation of
fiscal incentives, which in 2017 alone resulted in an estimated
PhP441.0 billion in foregone revenues.

Table 4. Medium-Term Fiscal Program
(in billion Pesos)
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Over the medium-term, disbursements are expected to expand
to PhP4.2 trillion in 2020, PhP4.7 trillion in 2021, and PhP5.2
trillion in 2022. From 2019 to 2022, PS expenditures will post an
average growth of 7.5 percent, and MOOE will post an average
growth of 5.2 percent.

Meanwhile, the deficit target over the medium-term (i.e., from
2020 to 2022) was slightly adjusted from 3.0 to 3.2 percent of
GDP. The increase in the deficit target will help to accelerate
investments in social services, particularly education and social
protection, as well as fast-track countrywide infrastructure
development through the Build, Build, Build Program.
Moreover, this will allow the Philippines to capitalize on its
demographic dividend and help the country attain its growth
target of 7.0 percent to 8.0 percent to drive the country towards
upper middle-income economy by 2022.

Despite the said increase, the FY 2020 fiscal deficit target of 3.2
percent of GDP is still significantly lower when compared to
the projected average deficit-to-GDP-ratio of 5.2 percent for
emerging markets and middle-income Asian economies®.

The PhP4.100 trillion budget for FY 2020 includes
notable budgetary pressures, such as the increased PS
expenditures amounting to PhP1.2 trillion, or 30.5 percent
of the proposed budget, and various governmental subsidies
and transfers amounting to at least PhP386.4 billion
or 9.4 percent of the 2020 proposed National Budget.

. 2019 Medium-Term Projections
Particulars
(Program) 2020 2021 2022

REVENUES 3,149.7 3,536.2 3,953.8 4,416.1
% of GDP 16.5 16.7 17.0 17.2
Growth Rates 10.5 12.3 11.8 11.7
DISBURSEMENTS 3,769.7 4,213.8 4,701.4 5,239.6
% of GDP 19.6 19.9 20.2 20.4
Growth Rate 10.7 11.8 11.6 114
Current Operating Expenditures 2,710.5 3,058.0 3,242.6 3,574.6
Personnel Services 1,095.9 1,224.2 1,269.0 1,317.1

MOOE 572.4 583.5 662.8 639.1

Subsidy 158.7 208.4 165.1 157.9
Allotment to LGUs 469.5 576.5 627.7 884.6

Interest Payments 14.5 14.5 14.5 14.5

Tax Expenditure Fund 399.6 451.0 503.6 561.4

Capital Outlays 1,032.1 1.145.7 1,448.9 1,655.0
Infrastructure and Other CO 859.4 942.9 1,235.0 1,240.9

Equity 2.4 2.3 4 A4

Capital Transfers to LGUs 170.4 200.6 213.4 413.8

Net Lending 27.0 10.0 10.0 10.0
SURPLUS/(DEFICIT) (620.0) (677.6) (747.7) (823.5)
% of GDP (3.2) (3.2) (3.2) (3.2)

Source: 2020 BESF




It is important for the government to keep an eye on these
pressures; managing these expenditures will be crucial in
safeguarding the health of the nation’s finances in the long-run.

Programs under the subsidies and transfers cover education
(e.g., Universal Access to Quality Tertiary Education), social
protection (e.g., 4Ps), agriculture (e.g., Free Irrigation for
Farmers), and even the Free Wi-Fi Connectivity under the
Department of Information and Communications Technology.

Financing the FY 2020 Budget

The annual budget is mainly sourced from revenues. The
government is responsible in ensuring that funds are available
for the timely and proper implementation of programs and
projects. This is strengthened by the continued implementation
of the Cash Budgeting System, which enforces all appropriations

Table 5. Breakdown of Revenues
(in billion Pesos)
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to be available for release and disbursement until December
31, 2020, while those for financial assistance to LGUs will be
disbursed until December 31, 2021.

Revenues

Revenues are expected to grow by 12.3 percent in 2020
amounting to PhP3.5 trillion, from the 2019 level of PhP3.1
trillion. (See Table 5) This is 16.7 percent of GDP, higher than
the 2019 level of 16.5 percent. The larger revenues for FY 2020
will fund higher government disbursements for both new and
continuing programs and projects.

Of the PhP3.5 trillion revenues for 2020, PhP3.3 trillion, or
94.2 percent, will be in the form of taxes. (See Table 6) The
BIR will generate the bulk of this amount, with PhP2.6 trillion,
while the rest will be contributed by the BOC with PhP731.2

Particulars 2018 2019 2020 2021 2022
(Actual) (Program) (Projection) (Projection) (Projection)
Tax Revenues 2,566 2,955 3,332 3,755 4,218
BIR 1,952 2,271 2,576 2,914 3,288
BOC 593 661 731 813 900
Others 21 23 25 27 30
Non-Tax Revenues 269 192 202 197 196
BTr 114 74 82 77 74
Fees and Charges 53 53 54 54 55
Others 102 65 66 66 67
Privatization 16 2 2 2 2
TOTAL REVENUES 2,850 3,150 3,536 3,954 4,416
% of GDP 16.4 16.5 16.7 17.0 17.2
% of Growth 15.2 10.5 12.3 11.8 11.7
Source: 2020 BESF
Table 6. Breakdown of Revenues (BIR and BOC)
(in billion Pesos)
Particulars 2019 2020
(Program) (Projection)
BIR 2,271 2,576
Taxes on Net Income and Profits 1,167 1,342
Taxes on Property 39 15
Taxes on Domestic Goods and Services 881 1,008
Documentary Stamp Tax 170 188
Miscellaneous 20 23
Tax Refund other than VAT Refund -9 -10
Tax Administration 3 10
BOC 661 731
Taxes on International Trade and Transactions 659 721
Tax Administration 3 10

Source: 2020 BESF



Figure 1. Debt to GDP Ratio
National and Government Debt (% to GDP)
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billion, and other offices (e.g., Motor Vehicle Tax of the Land
Transportation Office, Fire Code Tax, and Immigration Tax)
with PhP25.1 billion. Non-tax revenues, on the other hand, will
amount to PhP201.9 billion, while privatization or the sale of
government assets is expected to generate some PhP2.0 billion.

At PhP1.3 trillion, taxes on net income and profits will comprise
52.1 percent of the total BIR collections for 2020. This represents
a15.0 percent increase from the 2019 program of PhP1.2 trillion.
The second biggest revenue source of the BIR will be taxes
collected from goods and services, comprising PhP1.0 trillion
or 39.1 percent of the total agency collections. Other sources
of tax revenues include, among others, documentary stamp
tax collections (PhP187.9 billion), taxes on property (PhP15.1
billion) and tax administration improvements (PhP1.0 billion).

For the BOC, tax revenues will mainly come from taxes on
international trade and transactions amounting to PhP721.2
billion, which is 9.5 percent higher over the 2019 program
level of PhP658.5 billion. These include value-added tax from
imports (PhP520.3 billion), import duties and taxes (PhP68.8
billion), excise taxes (PhP130.7 billion), and other fees (PhP1.5
billion). The rest of the tax revenue collections of the BOC
amounting to PhP10.0 billion will be generated by the agency’s
tax administration efforts.

Non-tax revenues for 2020 will be driven mainly by collections
in the form of fees and charges, PhP53.8 billion; income of
the national government collected by the BTr, PhP53.1 billion
(including miscellaneous income); and income from Treasury
operations of the BTr, PhP29.2 billion. Other non-tax revenues
amount to PhP65.8 billion. Total non-tax revenues amount to
PhP201.9 billion, which is a 5.0 percent increase over the 2019
program level of PhP192.2 billion. (See Table 5)

The redistribution of income by modifying the income tax
rates and brackets through Package 1A of the TRAIN Law will
continue. Although the government will stand to lose about

PhP135.4 billion in 2020 from the reduction in personal income
taxes, it still expects Package 1A to bring in a total of PhP153.8
billion in incremental revenues, which is significantly higher by
36.0 percent than the expected collections in 2019.

For 2020, the CTRP is expected to generate an additional
PhP195.5 billion with the implementation of its Package 2+,
which will generate a total of PhP41.7 billion in 2020. This
is composed of the BIR’s collection of sin taxes on tobacco
(PhP15.7 billion), alcohol (PhP20.9 billion), and value-added
taxes (PhP4.4 billion); as well as from the BOC’s collection of
PhP 599 million from alcohol taxes and some PhP72 million
from value-added taxes.

Debt Management and Borrowings

For 2020, the Duterte Administration will continue to peg
its deficit target to 3.2 percent. This is to address the need for
additional financing, especially now that its priority programs
are gaining substantial momentum towards the latter half of the
Administration’s term. Nevertheless, this is still consistent with
the government’s prudent and sustainable financing policy —
lower borrowing costs and maintain low levels of government
indebtedness as a share of GDP.

The country’s debt continues on a downward trajectory,
declining from 41.8 percent of GDP in 2018 to 39.0 percent of
GDP by 2022. (See Figure 1) This compares favorably with the
previous higher levels of 74.4 percent in 2004 and 52.4 percent
in 2010. This affirms the improving capacity of the Philippine
government to pay off its debt. In fact, the BTr is employing
game-changing strategies, such as diversifying its funding
sources, developing the local bond market, and working closely
with the DBM for the passage of the Budget Modernization Bill
(BMB) to enable better cash management through the Treasury
Single Accounts and the management of liabilities.



Table 7. National Government Financing
(in billion Pesos)

Particulars 2019 2020

SURPLUS/ (DEFICIT) (620) (678)
GROSS BORROWINGS 1,189 1,400
External (Gross) 318 353

Less: Amortization 139 155
External (Net) 178 198
Domestic (Gross) 871 1,047

Less: Net Amortization 3 3
Domestic (Net) 868 1,044

Source: 2020 BESF

Table 8. Gross Foreign Borrowing Components
(in million Pesos)

Particulars 2019 2020
Gross Foreign Borrowings 317,540 353,155
Program Loans 88,474 114,444
Project Loans 32,807 46,211
Bonds and Other Inflow 196,259 192,500

Source: 2020 BESF

The government will favor domestic sources with a borrowing
mix of 75:25. This financing strategy will be maintained over the
medium-term to ensure better debt management by balancing
the need to explore new markets for the country’s financing
requirements and the need to minimize exposure to foreign
exchange fluctuations.

Gross financing for 2020 is set at PhP1.4 trillion, which is 17.8
percent higher than the programmed borrowings of PhP1.2
trillion for 2019. This will finance the 2020 programmed budget
deficit amounting to PhP677.6 billion, which is 9.3 percent
higher than the programmed total net financing of PhP620.0
billion for 2019. (See Table 7)

For 2020, some PhP1.0 trillion, comprising about 75 percent of
the total borrowing requirements, will be sourced locally from
the issuance of treasury bills (PhP48.0 billion) and fixed rate
treasury bonds (PhP999.0 billion). Based on the medium-term
macroeconomic targets of the government, domestic interest
rates for 2020 are expected to ease and within the target range
of 5.0 to 6.0.

To complement the funding for priority programs and projects
of this Administration, foreign borrowings for 2020 will rise
by 11.2 percent to PhP353.2 billion, from PhP317.5 billion in
2019. This borrowing level will be supported by a 32.5 percent
rise in foreign loans to PhP160.7 billion, from PhP121.3 billion
in 2019, and a slight decline in foreign bonds by 2.0 percent to
PhP192.5 billion, from PhP196.3 billion in 2019. (See Table 8)
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Foreign loans can be categorized into program and project loans.
Program loans finance general development programs specified
by the government, while project loans finance specific projects
such as roads, power plants, and irrigation, among others.

For 2020, the government will rely on bonds and other inflows
(comprising 54.5 percent of the total foreign borrowings),
program loans (32.4 percent), and project loans (13.1 percent).
The PhP114.4 billion program loans to be availed by the
national government in 2020 indicate a substantial 29.4 percent
increase over its level of PhP88.5 billion for 2019. Program
loans are preferred over project loans because they are primarily
associated with structural reforms, can help in shoring up foreign
exchange reserves, and have quick disbursement features. These
loans will be sourced from multilateral organization, namely the
Asian Development Bank, World Bank, and Agence Francaise
De Development. (See Table 9)

On the other hand, project loans for 2020 will amount to
PhP46.2 billion. This represents an increase of 40.9 percent
from the 2019 level of PhP32.8 billion.

FY 2020 Disbursement Program

For 2020, cash disbursements are estimated at PhP4.2 trillion.
The 2020 revenue program of PhP3.5 trillion will finance
83.9 percent of these cash outlays while the rest will come
from borrowings. At 19.9 percent of GDP, the 2020 cash
disbursements represent an improvement of 11.8 percent from
the 2019 level of PhP3.8 trillion. (See Table 10)

Of the PhP4.2 trillion cash disbursements, 72.6 percent will be
spent on current operating expenditures while the rest will be
used to pay for capital outlays and net lending, with 27.2 percent
and 0.2 percent, respectively. From 14.2 percent of GDP for
2019, the share of current operating expenditures in GDP for
2020 will increase to 14.5 percent of GDP.

Cash disbursements for capital outlays will amount to PhP1.1
trillion and will comprise 5.4 percent of GDP in 2020, the same
as that with the 2019 level and slightly lower than the 2018’
level of 5.5 percent. This amount also represents an increase
of 11.0 percent over the 2019 level of PhP1.0 trillion. Cash
disbursements for capital outlays remain high for the funding
of projects under the Build, Build, Build Program of this
Administration.

Meanwhile, infrastructure disbursement will total to PhPI.1
trillion to fund various important infrastructure programs of
the national government (PhP897.5 billion); local government
units (PhP171.5 billion)*; GOCCs in the form of subsidy
(PhP52.6 billion) and equity (PhP1.1 billion) contributions.*

Meanwhile, net lending, or the extension of advances/credit
by the national government to GOCCs for the settlement of
maturing domestic or foreign obligations, will decrease to
PhP10.0 billion in 2020 from the 2019 program level of PhP27.0
billion.
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Table 9. Sources of Program Loans, 2018-2020
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(in million US Dollars)
. 2018 Program Availment
Particulars
(Actual) 2019 2020
Asian Development Bank 678.26 907.5 1,244.50
World Bank 719.5 593.68 500.00
Agence Francaise De Development 122.56 168.15 336.3
TOTAL PROGRAM LOANS
(in million US Dollars) 1,520.32 1,669.33 2,080.80
(in million Pesos) 80,422.00 88,474.49 114,444.00
Source: 2020 BESF
Table 10. National Government Cash Disbursements, 2018-2020
(in billion Pesos)
Particulars 2018 2019 2020
(Actual) (Program) (Projection)
Current Operating Expenditures 2,440,478 2,710,526 3,058,040
Percent of GDP 14 14.2 14.5
Personnel Services 987,235 1,095,896 1,224,247
Maintenance and Other Operating Expenditures 525,606 572,419 583,463
Subsidy 136,652 158,670 208,407
Allotment to LGUs 420,178 469,469 576,460
Interest Payments 349,215 399,571 450,964
Tax Expenditures 21,592 14,500 14,500
Capital Outlays 963,090 1,032,149 1,145,742
Percent of GDP 5.5 5.4 5.4
Infrastructure and Other Capital Outlays 803,631 859,418 942,875
Equity 3,985 2,366 2,286
Capital Transfers to LGUs 155,473 170,365 200,582
Net Lending 4,875 27,000 10,000
Percent of GDP 0.0 0.1 0.0
Grand Total 3,408,443 3,769,675 4,213,783
Percent of GDP 19.6 19.7 19.9

Source: 2020 BESF

Management of Government Debt

Outstanding national government debt amounted to PhP7.1
trillion as of end-2018. Of this amount, PhP4.6 trillion, or 64.7
percent, represents domestic liabilities while the remaining
PhP2.5 trillion, or 35.3 percent, are foreign obligations. Total
debt stock for 2019 and 2020 are expected to reach PhP7.9
trillion and PhP8.8 trillion, respectively. (See Table 11)

The heavy bias on local borrowings and continued decline
in the country’s foreign currency denominated debts
ensure that the debt portfolio structure of the national
government can minimize and manage risks. This is
done by strengthening the domestic bond market and
lessening exposure to foreign exchange volatility. Of the
country’s total outstanding obligations, foreign currency
denominated debts are expected to reach only PhP2.7
trillion, or 34.6 percent, in 2019 and PhP3.0 trillion, or
34.1 percent, in 2020.




Table 11. Outstanding Debt of the National Government, as of Year-End, 2018-2020
(in billion Pesos)
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2018 2019 2020
Particulars Outstanding Added Principal  Outstanding Added Principal  Outstanding
atthe End Borrowings Payments atthe End Borrowings Payments at the End
DOMESTIC 4602.29 1533.07 995.54 5139.83 1491.52 858.80 5772.55
Regular Accounts 4601.50 1533.07 995.54 5139.04 1491.52 858.80 5771.76
Assumed Liabilities 0.79 0.00 0.00 0.79 0.00 0.00 0.79
EXTERNAL 2515.64 317.54 139.19 2713.89 353.16 155.29 2995.31
Regular Accounts 2515.64 317.54 139.19 2713.89 353.16 155.29 2995.31
GRAND TOTAL 7117.93 1850.61 1134.72 7853.72 1844.67 1014.09 8767.86

Source: 2020 BESF

Endnotes

! Department of Finance’s presentation during the budget hearing in
Congress on August 29, 2019

2IMF Fiscal Monitor (April 2019)

*Refers to 20 percent of the Internal Revenue Allotment, and other
assistance to LGUs intended for local infrastructure projects.
*Pertains to capitalized subsidy and equity intended for infrastructure
programs and projects.
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IV. DIMENSIONS OF THE NATIONAL EXPENDITURE PROGRAM

Discussions on the national budget can be challenging, especially for non-technical persons among the general public,
whose interests in fact should be the basis and goal of any budget planning and implementation, and thus should be
able to understand the processes involved. Presenting the budget in various perspectives or dimensions serves not only
to facilitate better understanding and appreciation of government budgeting, but to highlight the Administration’s
priorities and strategies.

This practice of presenting the budget in different dimensions follows the concept of budget classification. Jacobs, Hélis,
and Bouley (2009, p.1) identifies budget classification as “one of the fundamental building blocks of a sound budget
management system, as it determines the manner in which the budget is recorded, presented and reported, and as such
has a direct impact on the transparency and coherence of the budget.”

This section will present the 2020 proposed National Budget in various perspectives or dimensions, with expenses
classified or categorized on the basis of the following: by Sector; by Expense Class; by Recipient Entity; by Department
and Special Purpose Fund; by Appropriation Source; by Region; Off-Budget Accounts; Earmarked Revenues; Transfers
to LGUs; and Transfers to Government Corporations.

The proposed Budget remains on track in the Duterte
Administration's agenda of boosting and sustaining economic
growth through infrastructure and human capital development
during its incumbency. Around 66.1 percent of the proposed
budget will go to Social Services (PhP1,525.2 billion, 37.2
percent) and Economic Services (PhP1,183.7 billion, 28.9
percent).

A. By Sector (Old/Traditional System
and COFOQG)

The DBM has been using two systems in classifying the National
Budget according to sector or function - the Old or Traditional
Method, and the Classification of Functions of Government
(COFOG) method. The latter was first adopted in 2015, in

preparing the 2016 National Budget, even as the DBM continues
to use the old method in order to measure and compare current
allocations to previous years presented under the old method
and to assess the distribution of funds to the agencies.

The Budget by Sector under the Old/Traditional Method

Under the Old/Traditional Method, expenditure items are
divided among five broad categories or sectors, namely:
Economic Services, Social Services, General Public Services,
Defense, and Debt Burden. Each sector is further divided into
sub-sectors.

Table 1.Budget by Sector (Old/Traditional Method), 2019-2020

(in billion Pesos)

The allocation for Social Services includes PhP711.3 billion
(46.6 percent) for Education, Culture, and Manpower, and
PhP370.7 billion (24.3 percent) for Social Security, Welfare and
Employment. Meanwhile, the budget for Economic Services
includes PhP630.3 billion (53.2 percent) for Communications,
Roads and Other Transport, and PhP142.7 billion (12.1 percent)
for Agriculture and Agrarian Reform.

Their combined sectoral allocation (PhP2,708.9 billion) is
higher by PhP360.9 billion or 15.4 percent than the previous
year’s comparable level of PhP2,348.0 billion. This is due to the
substantial 22 percent increase of funds allotted to Economic

Increase/Decrease % Share
Sectors 2019 2020
PhP % 2019 2020
Economic Services 970.3 1,183.7 2134 22.0 26.5 28.9
Social Services 1,377.8 1,525.2 147.4 10.7 37.6 37.2
Defense 188.6 195.6 7.0 3.7 5.2 4.8
General Public Services 710.9 734.5 23.6 3.3 194 17.9
Debt Burden 414.1 461.0 46.9 11.3 11.3 11.2
Total 3,661.6 4,100.0 438.4 12.0 100.0 100.0

Source: 2020 BESE, Table B.5
Note: Figures may not add up due to rounding off.




Services, attributed mostly to the proposed increase in the
budget allocations for the Department of Public Works and
Highways (DPWH) with PhP60.5 billion and the Department
of Transportation (DoTr) with PhP77.6 billion, bigger by
15.0 percent and 111.9 percent, respectively, under the
Communications, Roads and Other Transport sub-sector.
Likewise, the 10.7 percent increase for budgets under Social
Services is due to the 31.2 percent increase or PhP88.2 billion
for Social Security, Welfare, and Employment, specifically
the PhP73.2 billion increase in Pension and Gratuity Fund
for 2020.

The rest of the proposed budget is divided into the following
Sectors: General Public Services, PhP734.5 billion (17.9
percent); Debt Burden, PhP461.0 billion (11.2 percent); and
Defense, PhP195.6 billion (4.8 percent). (See Table 1)

General Public Services. A budget of PhP734.5 billion is
proposed for General Public Services, equivalent to 17.9
percent of the proposed budget. This marks an increase
of PhP23.6 billion or 3.3 percent from the 2019 budget of
PhP710.9 billion, and will help boost Public Order and Safety
(PhP304.0 billion) and General Administration (PhP192.3)
for the general administration of departments and for
management and administrative support for agencies.

Defense. A total of PhP195.6 billion is proposed for the
Defense Sector, which represents about 4.8 percent of the
Budget. This PhP7.0 billion or 3.7 percent increase from
its 2019 budget of PhP188.6 billion aims to improve and
modernize the defense capabilities of the country. The
bulk of this will go to the Department of National Defense
with PhP185.3 billion, mostly for the Armed Forces of the
Philippines (AFP) (PhP183.5 billion).

Debt Burden. The government has allotted PhP461.0 billion
or 11.2 percent of the total proposed budget for the Debt
Burden or the servicing of the country’s debt. This includes
interest payments on domestic and foreign debts, and net
lending or advances to government corporations for debts
guaranteed by the national government. The proposed
allocation increased by PhP46.9 billion or 11.3 percent from
the previous year’s level of PhP414.1 billion.

The Budget by Sector under COFOG

The other classification system being used by the DBM is
the COFOG system introduced by the Organization for
Economic Co-operation and Development (OECD). The
adoption of an international standard such as the COFOG
allows the Philippines to readily compare its national budget’s
sectoral allocations with those of other countries.

The COFOG also captures sectoral allocations more accurately
as it classifies expenditures according to function, purpose,
and contribution to the society, irrespective of agency
groupings. This is in contrast to the traditional method which
essentially considers or lodges the budget of an entire agency
under only one of the five sectors or functions listed above.
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Government expenditures are divided into ten (10)
functional sectors based on the functions served, which
are in turn further divided into sub-groups, similar to the
Traditional Method. However, as shown in Table 2, some
sectoral allocations received smaller budgets for 2020.
Further discussions on the decreases are covered in Part IV.
Expenditure Priorities.

The first five sectors are generally those that yield benefits
to the entire society. These are 1) General Public Services;
2) Defense; 3) Public Order and Safety; 4) Economic Affairs;
and 5) Environmental Protection.

The remaining five concern the welfare and development
of persons, especially the underprivileged and vulnerable
sectors. These are: 6) Housing and Community Amenities; 7)
Health; 8) Recreation, Culture, and Religion; 9) Education;
and 10) Social Protection. (See Table 2)

1. General Public Services. Around PhP1,541.4 billion,
equivalent to 37.6 percent of the total budget, is proposed
for general administration, such as lawmaking, fiscal
management, foreign affairs, and other regulatory services.
This is 10.2 percent higher than the 2019 level of PhP1,399.2
billion.

Under this category, most of the allocations are lodged in
three sub-sectors, comprising 96.9 percent of the total:
1) Executive and legislative organs, financial and fiscal
affairs, and external affairs, PhP715.5 billion; 2) Public debt
transactions, PhP451.0 billion; and 3) General Services,
which are mostly general services and support (GAS) of all
agencies, PhP327.2 billion.

It must be noted that the budget for public debt transactions
reflected under the COFOG system is smaller than the
Traditional Method since it covers only interest payments
and excludes net lending.

2. Economic Affairs. The second largest share of 16.6
percent of the proposed budget will go to this sector with
PhP680.3 billion to support various functions that boost the
country’s economy and improve its competitiveness to create
more jobs. Most of the budget (78 percent) will be spent
for Transportation, which will get PhP530.4 billion in view
of the Build, Build, Build Program of the Administration.
Notably also, this functional allocation will be growing by
42.9 percent. Agriculture, forestry, fishing, and hunting are to
receive PhP98.0 billion, 9.4 percent more than the previous
years to support the growth of these industries and provide
economic opportunities in the provinces and rural areas.

3. Education. The third largest budget of PhP675.9 billion,
or 16.5 percent under the 2020 National Budget is proposed
to provide quality and accessible education at all levels and to
invest in educational facilities and a better-equipped teaching
force for a more well-rounded education experience. For
this, Pre-Primary and Primary Education will receive the
largest funding of PhP246.3 billion (36.4 percent), followed



Table 2. Budget by Sector (COFOG), 2019-2020
(in billion Pesos)
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Particulars (gl:::::seé)
General Public Services, of which: 1,399.2 1,541.4 142.2 37.6
Executive and legislative organs, 642.9 715.5 72.6
financial and fiscal affairs, external affairs
General Services 294.0 327.2 33.2
Public Debt Transactions 399.6 451.0 514
Economic Affairs, of which: 514.4 680.3 165.9 16.6
General economic, commercial and labor affairs 24.1 26.3 2.2
Agriculture, forestry, fishing and hunting 89.5 98.0 8.5
Transport 371.1 530.4 159.3
Education, of which: 673.4 675.9 2.5 16.5
Pre-primary and Primary Education 241.8 246.3 4.5
Secondary Education 193.1 210.2 17.1
Tertiary Education 98.1 86.5 (11.6)
School buildings 32.8 38.6 5.8
Social Protection, of which: 433.7 586.0 152.3 14.3
Old age (Senior Citizens) 138.1 212.0 73.9
Conditional Cash Transfer 127.3 145.9 18.6
Conflict-affected Areas 0.9 14 0.5
Family and children (street families) 9.9 10.4 0.5
Public Order and Safety, of which: 259.0 242.8 (16.2) 5.9
Police Services 173.7 161.8 (11.9)
Law courts 29.2 29.3 0.1
Prisons 22.9 20.4 (2.5)
Defense, of which: 166.1 167.7 1.6 4.1
Military Defense 163.8 165.7 1.9
Civil Defense 1.3 1.1 (0.2)
Health, of which: 173.8 164.7 9.1) 4.0
Hospital Services 62.3 59.6 (2.7)
Health Insurance 67.4 67.4 0.0
Public Health Services 40.1 34.2 (5.9)
Environmental Protection, of which: 20.0 28.2 8.2 0.7
Waste Management 1.1 3.1 2.0
Protection of biodiversity and landscape 9.5 12.0 2.5
Pollution abatement 0.9 2.4 1.5
Housing and Community Amenities, of which: 6.3 8.1 1.8 0.2
Water Supply 3.2 3.4 0.2
Community Development 1.6 1.7 0.1
Recreation, Culture, and Religion, of which: 15.7 4.8 (10.9) 0.1
Recreational and sporting services 10.1 1.3 (8.8)
Cultural Services 4.1 2.2 (1.9)

Source: 2020 BESF
Note: Figures may not add up due to rounding off.




by Secondary Education with PhP210.2 billion (31.1
percent), and Tertiary Education with PhP86.5 billion (12.8
percent). Furthermore, PhP38.6 billion is earmarked for the
construction of school buildings.

4. Social Protection. Welfare spending, such as for housing
support, child care, services for people with disabilities, aged care,
social security, and other cash transfers, will receive PhP586.0
billion or 14.3 percent, the fourth largest allocation. The biggest
budget share goes to Old Age (Senior Citizens) with Php212.0
billion or 36.2 percent, of which PhP188.2 billion is reserved for
the Pension and Gratuity Fund of government retirees. Some
PhP145.9 is allotted for the Pantawid Pamilyang Pilipino and
the Unconditional Cash Transfer Programs. Another PhP71.9
billion will go to Survivors (Internally Displaced Persons and
Disaster Relief Assistance) and PhP10.4 billion for assistance to
Families and Children (Street Families).

5. Public Order and Safety. Police and fire protection services,
law courts, and maintenance of prisons, among others, are in
this category, with a budget PhP242.8 billion, or a 5.9 percent
budget share for 2020. Around PhP161.8 billion, or 66.6 percent
of this, is allotted for police services to reduce all forms and
incidents of criminality through the PhP153.0-billion Crime
Prevention and Suppression Program. Law courts will receive
PhP29.3 billion, or 12.1 percent, to assure fair and speedy
delivery of justice in line with the strengthened law enforcement
in the country. Another PhP19.4 billion, or 8.0 percent, will go
to fire-protection services, to improve equipment and response
time of the Bureau of Fire Protection Units.

6. Defense. Expenditures for military and civil defense, foreign
military aid, and defense against cybercrimes, among others,
are allotted a budget of PhP167.7 billion for 2020, higher by 1.0
percent than the 2019 level of PhP166.1 billion. This represents
4.1 percent of the total proposed budget. The bulk of this, or
PhP165.7 billion, will go to Military Defense, which includes the
PhP25.0 billion for the Revised AFP Modernization Program to
upgrade the defense and combat capabilities of the AFP.

7. Health. In line with the Universal Health Care Act to provide
affordable, accessible, and quality health care services to the
public, a budget share of 4.0 percent of the total budget, or
PhP164.7 billion, is proposed for the Health sector. Around
PhP67.4 billion, or 40.9 percent, is allotted for the continued
expansion of the National Health Insurance Program, now
with 15.4 million indigent families as beneficiaries. Hospital
services, such as operations and facilities and equipment, will
be improved and upgraded with a budget of PhP59.6 billion
(36.2 percent), and another PhP34.2 billion (20.8 percent) is
earmarked for Public Health Services, including the funding of
barangay health station and rural health unit operations.

8. Environmental Protection. In line with the commitment to
manage the risks and impact on the environment from natural and
human activities, PhP28.2 billion, or 0.7 percent of the total budget
is allotted for environmental protection programs. These include
programs on the protection of biodiversity and landscape, PhP12.0
billion; waste water management, PhP5.2 billion; waste management,
PhP3.1 billion; and pollution abatement, PhP2.4 billion.

TECHNICAL NOTES ON THE 2020 PROPOSED NATIONAL BUDGET /

-

9. Housing and Community Amenities. Housing benefits and
the provision of potable water for low-income families, as well
as displaced, and informal settlers living in danger zones, are
targeted to be addressed with a budget of PhP8.1 billion, or 0.2
percent of the proposed budget. Specifically, PhP2.5 billion has
been allotted for housing development, PhP3.4 billion for water
supply, and PhP1.7 billion for community development.

10. Recreation, Culture, and Religion. Expenditures for the
preservation of Filipino cultural heritage and respect for religious
diversity, as well as the promotion of sports, among others, will
be addressed by an allocation of PhP4.8 billion or 0.1 percent of
the budget. Some PhP2.2 billion of this is reserved for Cultural
Services. The 69.4 percent drop from the previous year’s level is
attributed to the decrease in Recreational and Sporting Services,
from PhP10.1 billion in 2019 to PhP1.3 billion, after removing
the funding for the 2019 Southeast Asian Games.

B. By Expense Class

There are four general types of expenditure items when presented
by expense class, namely Personnel Services (PS), Maintenance
and Other Operating Expenses (MOOE), Financial Expenses
(FinEx), and Capital Outlays (CO).

For 2020, MOOE remains to have the biggest share of the budget
at 38.7 percent, followed by PS at 30.6 percent, Capital Outlays
and Net Lending at 19.6 percent, and Financial Expenses at 11.0
percent. (See Table 3)

Personnel Services. PhP1,255.7 billion is allotted for PS, higher
by 10.3 percent than the 2019 1evel of PhP1,138.1 billion, inclusive
of Special Purpose Funds and automatically appropriated
accounts. This will cover the payment of salaries, wages, and
other compensation (e.g., merit, salary increase, cost-of-living-
allowances, honoraria and commutable allowances, etc.) of
permanent, temporary, contractual, and casual employees of
the government. It also covers the proposed salary increase of
government employees under the Salary Standardization Law
5 (PhP31.1 billion) and the higher pensions of the Military and
Uniformed Personnel (PhP125.5 billion, inclusive of veterans
pension and COA validated pension differential). Meanwhile,
some PhP7.1 billion is allotted for the funding requirements for
the filling of unfilled positions in the government. Among the
agencies, the Department of Education has the biggest allocation
for the PS, with PhP417.8 billion, to cover the salaries and wages
of teaching and non-teaching personnel, among others.

Maintenance and Other Operating Expenses. MOOE will
receive PhP1,587.8 billion, 11.9 percent higher than the
previous year’s PhP1,418.9 billion. This covers expenditures for
everyday operations of the government, such as supplies and
materials, transportation, repairs and maintenance, and utilities
such as water and power. The Department of Social Welfare
and Development gets the largest allocation for MOOE, with
PhP150.0 billion for the implementation of its Conditional and
Unconditional Cash Transfer Programs, as well as other social
welfare programs. Other citizen-centric government programs
and services, including the PhP108.6 billion MOOE for the
Department of Health and the Philippine Health Insurance
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Table 3. Expenditure Program, By General Expense Class, 2019-2020
(in billion Pesos)

Particulars (Pri(;'zglm) % Share (Pr(z)gf)(s)e d) % Share (?Dlenccrl:ats;;/
Personnel Services 1,138.1 31.1 1,255.7 30.6 10.3
Maintenance and Other Operating 1,418.9 38.8 1,587.8 38.7 11.9
Expenses (MOOE)
Financial Expenses (FinEx) 401.0 11.0 452.4 11.0 12.8
Capital Outlays (CO) and Net Lending 703.7 19.2 804.2 19.6 14.3
Total 3,661.6 100.0 4,100.0 100.0 12.0

Source: 2020 BESE, Table B.9
Note: Figures may not add up due to rounding off.

Corporation's (PhilHealth) health care programs, and PhP39.3
billion for the Commission on Higher Education and the
Technical Education and Skills Development Authority's
scholarships and financial assistance, are budgeted under
MOOE. However, MOOE also covers the Allocations to Local
Government Units (LGUs) with PhP779.7 billion and subsidies
to Government-Owned and/or -Controlled Corporations
(GOCCs) with PhP189.5 billion.

Financial Expenses. These are expenditures incurred in the
process of owning or borrowing an asset or property, as well as
netlending to GOCCs. Some are interest expenses, bank charges,
commitment fees, guarantee fees, and trusteeship fees. Around
PhP452.4 billion is allotted under this category, representing
a 12.8 percent increase from the 2019 allotment of PhP401.0
billion. Of this, the Department of Finance claims the biggest
expenditure for FinEx with PhP839 million, with the Bureau of
the Treasury accounting for PhP712 million.

Capital Outlays. The Capital Outlays of the national government
are appropriations spent for the purchase of goods and services,
the benefits of which extend beyond the fiscal year and add to the
assets of government, including investments in the capital stock
of GOCCs and their subsidiaries. For 2020, some PhP804.2
billion is allotted for CO, posting the biggest increase, at 14.3
percent, from the 2019 budget of PhP703.7 billion.

Table 4. Expenditure Program, By Recipient Entity, 2019-2020
(in billion Pesos)

Capital expenditures, particularly those classified as capital
goods or durable goods, such as construction of roads and
bridges, dams, power and irrigation works, schools and
hospitals, are generally desirable because of their high multiplier
effect on the economy, i.e., they catalyze and stimulate economic
activities of the private sector and facilitate the expansion of
industries. For the DPWH and DOTr, the proposed budgets for
CO are PhP502.6 billion and PhP116.7 billion, respectively, up
by 13.9 percent and 163.4 percent from the 2019 levels.

C. By Recipient Entity

The largest share of the 2020 proposed National Budget,
equivalent to PhP2,665.9 billion or 65.0 percent, goes to the
National Government Agencies (NGAs) for their respective
programs/projects/activities, inclusive of transfers from special
purpose funds and tax expenditures. The 2020 allocation is
higher by 10.1 percent, or PhP245.1 billion more than the 2019
allocation. Nearly half of this, or PhP1,255.4 billion, is allotted
for PS expenditures, while some PhP790.5 billion is for CO
which include infrastructure expenditure of NGAs. (See Table 4)

The second largest share goes to LGUs, amounting to PhP781.1
billion or 19.1 percent of the budget. More than half of this,
66.5 percent, goes to automatically appropriated Internal
Allotment Revenue (IRA) shares of LGUs at PhP519.1 billion.

. 2919 2020 % Increase/
Particulars (Adjusted
(Proposed) Decrease
Program)
National Government Agencies 2,420.8 66.1 2,665.9 65.0 10.1
Local Government Units 639.2 17.5 781.1 19.1 22.2
Government-owned and/or — Controlled 202.0 5.5 202.0 4.9 0
Corporations*
Creditors (includes Net Lending) 399.6 10.9 450.1 11.0 12.6
Total 3,661.6 100.0 4,100.0 100.0 12.0

* includes Net Lending
Source: 2020 BESE, Table B.7

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




Another expenditure under Allocation to Local Government
Units (ALGU) is the PhP70.6 billion funding requirement for
the Bangsamoro Autonomous Region in Muslim Mindanao
(BARMM) and the PhP29.1 billion special shares of LGUs in
the proceeds of the national taxes.

GOCCs will receive PhP202.0 billion for 2020. The bulk of this
goes to budgetary support in terms of subsidies and equities,
at PhP138.2 billion. Among the GOCCs, those under the
Department of Health, such as the Philippine Health Insurance
Corporation and the Philippine Heart Center, have the biggest
budget totaling to PhP71.4 billion or 35.3 percent. This also
covers the PhP10.0 billion net lending assistance to GOCCs.

Meanwhile, PhP450.1 billion is allotted for loan repayments to
creditors, which includes interest payments.

D. By Department and Special
Purpose Fund

The combined budgets of the top ten recipient-departments for
FY 2020 total PhP2,154.0 billion, and comprise 52.5 percent
of the total proposed National Budget, and 91.1 percent
of the budget for all departments, inclusive of automatic
appropriations. Consistent with the Administration’s agenda
of boosting social services and infrastructure development in

Table 5. Top Ten Departments/Recipients, 2019-2020
(in billion Pesos)
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the country, Education and Public Works and Highways will
continue to receive the biggest allocations, accounting for 51.1
percent share of the total for all departments. The ranking of
recipient-departments remains mostly the same as the previous
year. (See Table 5)

Education. For 2020, the Education sector remains at the top
spot, with a total budget of PhP673.0 billion, up by PhP7.9 billion
or 1.2 percent from the 2019 level. This is distributed among
the following: Department of Education (DepEd), PhP551.7
billion; State Universities and Colleges, PhP68.5; Commission
on Higher Education (CHED), PhP40.8 billion; and Technical
Education and Skills Development Authority, PhP12.0 billion.

Around PhP36.0 billion of the DepEd Budget will cover the
provision and maintenance of basic education facilities, and
another PhP31.2 billion is for the Government Assistance and
Subsidies (GAS), which aims to benefit a total of 2,087,779
grantees. The PhP35.4 billion for the implementation of the
Universal Access to Quality Tertiary Education (UAQTE) Act
lodged under the CHED will consist of PhP16.0 billion for Free
Higher Education, PhP18.4 billion for the Tertiary Education
Subsidy, and PhP1.0 billion for the Student Loan Program. Said
programs will provide scholarships and financial assistance
for poor but deserving students. Another PhP3.9 billion for
UAQTE Program is lodged under the TESDA to cover the cost
of education and training of students enrolled in technical-
vocational schools.

2019 (Program) 2020 (Proposed) % Increase/(Decrease)
Department
Amount Rank Amount Rank Amount % Change

Total National Budget 3,661.6 4,100.0 438.4 12.0
$Lﬂ;€?;:$§$ts (incl. automatic 2,220.8 2,364.8 144.0 6.5
Top Ten Departments/Recipients 2,004.4 2,154.0 149.6 7.5

% of National Budget 54.7 52.5
% of all Departments 90.3 91.1

gﬁgﬁf‘;ﬁﬁ%’s‘%k)wcs’ 665.1 1 673.0 1 7.9 12
DPWH 465.2 2 534.3 2 69.1 14.9
DILG 230.4 3 238.0 3 7.6 33
DND 186.5 4 189.0 4 2.5 1.3
DSWD 141.4 5 158.6 5 17.2 12.2
DOTr 69.4 7 147.0 6 77.6 111.8

DOH 102.0 6 92.2 7 (9.8) (9.6)
DA 49.7 8 56.8 8 7.1 14.3

The Judiciary 39.5 9 38.7 9 (0.8) (2.0)

ARMM 323 10 (32.3) (100.0)
DENR 22.9 26.4 10 3.5 15.3

Other Departments 216.4 210.8 (5.6) (2.6)
Rest of National Budget 1,440.8 1,735.2 294.4 20.4

Source: 2020 National Expenditure Program (NEP)
Note: Figures may not add up due to rounding off.



Department of Public Works and Highways (DPWH). To
undertake the planning, construction, and maintenance of
public infrastructure, such as national roads and bridges, flood
control, water resources projects and other public works, a
budget of PhP534.3 billion is proposed for the DPWH, an
increase of 14.9 percent from 2019 budget of PhP465.2 billion.
Some PhP203.8 billion is allocated to ensure safe and reliable
national road systems in the country, and includes: Asset
Preservation Program, PhP51.8 billion; Network Development
Program, PhP119.1 billion; and Bridge Program, PhP32.9
billion. Another PhP95.5 billion will go to flood mitigating
structures and drainage systems as well as flood mitigating
facilities within major river basins and principal rivers.

Department of the Interior and Local Government (DILG).
Supporting the DILG in its intensified campaign for peace and
order and public safety is a budget of PhP238.0 billion, up by 3.3
percent from the previous year’s level of 230.4 billion. The bulk
of this, or PhP184.9 billion, will go to the Philippine National
Police’s various programs, including the Crime Prevention and
Suppression Program and the Crime Investigation Program.
Meanwhile, the Bureau of Fire Protection is to receive a budget
of PhP23.7 billion.

Department of National Defense (DND). To defend the country
against external and internal threats to territorial integrity and
sovereignty, and to promote the welfare of the people, the DND
has an allocation of PhP189.0 billion, 1.3 percent higher than
the 2019 allocation of PhP186.5 billion. Around PhP183.5
billion, or 97.1 percent, is allocated to the Armed Forces of the
Philippines for territorial defense, security, and stability services
to be provided by the Philippine Army (PhP91.6 billion),
Philippine Air Force (PhP26.0 billion), and Philippine Navy
(PhP29.1 billion).

Department of Social Welfare and Development (DSWD). A
budget of PhP158.6 billion is allotted for the DSWD, higher by
17.2 percent than the previous year’s budget of PhP141.4 billion,
to lead in the formulation, implementation, and coordination
of social welfare and development policies and programs for
the poor, vulnerable, and disadvantaged. PhP108.8 billion is
proposed for the Pantawid Pamilyang Pilipino Program, which
includes PhP37.6 billion health grants and PhP32.2 billion
education grants following the passage of RA No. 11310 or
Pantawid Pamilyang Pilipino Program (4Ps) Act. Another
PhP23.2 billion will fund the Social Pension for Indigent Senior
Citizens. This budget excludes those lodged under the Land
Bank of the Philippines worth PhP36.5 billion.

Department of Transportation (DOTr). The DOTr rose to 6th
place, from its 7th place rank in 2019, with a budget of PhP147.0
billion, from PhP69.4 billion, or an increase of 111.8 percent.
The budget will help the DOTr to promote, develop, and
regulate dependable and coordinated network of transportation
systems in the country. The big jump in the proposed budget of
the DOTr is mainly due to the higher allocation for the Railway
Sector for 2020 at PhP106.7 billion, from PhP24.6 billion, an
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increase of 333.7 percent. This includes the PhP84.7 billion
North-South Commuter Railway System and the PhP9.8 billion
Metro Manila Subway Project Phase 1.

Department of Health (DOH). The DOH is the principal
agency responsible for ensuring access of Filipinos to basic
public health services through the provision of quality health
care and regulation of providers of health goods and services.
The DOH dropped to 7th, from 6th place in 2019, with a budget
of PhP92.2 billion (excluding allocation to PhilHealth) from
PhP102.0 billion, or a decrease of 9.6 percent. The Medical
Assistance for Indigent Patients has PhP9.4 billion, and another
PhP5.9 billion is provided for the Health Facilities Enhancement
Program, the latter having been reduced from PhP15.9 billion in
2019 based on implementation capacity. However, some PhP7.0
billion is allocated under the Miscellaneous Personnel Benefits
Fund to augment the PhP2.5 billion under the DOH budget for
the deployment of Human Resources for Health.

Department of Agriculture (DA). The proposed budget for the
DA is PhP56.8 billion, which is 14.3 percent higher than the
2019 level of PhP49.7 billion. This will support its mandate of
promoting agricultural development and food security. Notably
included is the PhP10.0 billion Rice Competitive Enhancement
Fund mandated under RA No. 11203 or the Rice Tariffication
Law, which was passed in February 2019. In addition, the crop
banner programs will have the Rice Program with a budget
of PhP6.9 billion, Corn Program with PhP1.5 billion, and
Fisheries Program with PhP4.5 billion. Some PhP12.4 billion is
earmarked for the development of the Farm-to-Market Roads
(FMR) Program (inclusive of locally-funded and foreign-
assisted projects), which targets to construct 904 km of FMRs,
and PhP2.5 billion for the implementation of the Easy Access
Loan Strategy for FY 2020.

The Judiciary. To promote fair and swift administration of justice
through harmonized efforts and seamless coordination among
agencies and institutions involved in the process, PhP38.7
billion is proposed for the Judiciary, some PhP0.8 billion lower
than its previous year’s allotment of PhP39.5 billion because of
non-recurring expenses in the 2019 budget. Of this amount,
PhP2.6 billion will fund the operating requirements of 2,630
lower courts and another PhP1.2 billion is for the construction
of various Halls of Justice under the Justice Infrastructure
Program.

Department of Environment and Natural Resources (DENR). To
conserve, manage, develop, and ensure the proper use of the country’s
environment and natural resources, a budget of PhP26.4 billion is
proposed for the DENR. This brings the DENR to the 10th spot for
2020, after missing the cut last fiscal year, with a 15.3 percent increase
in budget allocation. The National Greening Program remains to be
one of the major programs of the DENR, with PhP5.2 billion for
the reforestation effort of the government. Meanwhile, to maintain
cleanliness of the environment, PhP312 million is proposed for the
Clean Air Program, PhP384 million for the Clean Water Program,
and PhP618 million for solid waste management.



Special Purpose Funds

Special Purpose Funds (SPFs) are items in the budget allocated
for speci