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Abstract 

 

The Philippine planning and budgeting systems are well placed in terms of their capacity to 

support the achievement of the Sustainable Development Goals (SDGs) and could serve as a 

useful reference for other countries. First, all the SDGs can be mapped into the priorities of the 

Philippines Development Plan (PDP). Greater congruence between the SDG indicators, on the 

one hand, and the PDP Results Matrices indicators, on the other, improves the integration of SDG 

implementation and PDP implementation. Second, the considerably improved and fairly strong 

emphasis on results and performance of the existing government budgeting system provides a 

solid foundation for linking the annual budget with the PDP and the SDGs so that limited resources 

are allocated and spent on programmes that achieve the desired societal goals and outcomes.  

Given the breadth and scope of the SDGs, however, this study supports incipient efforts to put in 

place an SDG expenditure tagging exercise to assist policy makers in evaluating the effectiveness 

of the SDG-related programmes of various government agencies and in prioritizing its limited 

resources.  At the same time, it recommends that current efforts towards SDG localization be 

intensified given that recent Supreme Court ruling on the Mandanas-Garcia IRA petitions which 

will effectively increase the share of local governments in national taxes. 

 

JEL classification numbers: E62, H50.  

Keywords: budget reform, medium-term expenditure framework, public expenditure 

management. SDGs, tax reform.
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I. Introduction 
 
In September 25, 2015, 193 member states of the United Nations, including the Philippines, made the 

commitment to work for the full implementation of the Agenda 2030 for Sustainable Development 

between 2015 and 2030.  Agenda 2030 is said to be a plan of action for the people, prosperity, the 

planet, peace and partnership. It consists of 17 goals and 169 associated targets (table 1).  Collectively 

referred to as the Sustainable Development Goals or SDGs, these goals aim “to end poverty and 

hunger everywhere, to combat inequalities within and among countries, to build peaceful, just and 

inclusive societies, to protect human rights and promote gender equality and the empowerment of 

women and girls, to ensure the lasting protection of the planet and its natural resource, … to create 

conditions for sustainable and sustained economic growth, shared prosperity and decent work for all” 

(United Nations, 2015).   

 

The “scale and ambition” of Agenda 2030 and the preponderance of public goods among the SDGs 

underscore the importance of fiscal policy in supporting the achievement of the SDGs.  First, 

substantial public sector resources are needed to finance the programmes and activities that will help 

deliver the SDGs. In this regard, improving tax effort by imposing new taxes, increasing tax rates 

and/ or improving tax administration will be key. Second, the design of the tax structure also has the 

potential to facilitate or constrain SDG achievement to the extent that they influence the behavior of 

households, individuals and businesses towards supporting achievement of SDGs (e.g., dis-

incentivizing the consumption of goods/ services like tobacco products, fossil fuels, etc. that are 

detrimental to the attainment of some of the goals).  Third, just as important as mobilizing more 

government revenues from taxes, fees and charges is the need to sustain, if not improve, both 

allocative efficiency and operational/ technical efficiency in the use of government funds in support 

of the SDG agenda.  Here, the expenditure side of fiscal policy takes center stage. On the one hand, 

allocative efficiency is associated with the alignment of the allocation of the government budget with 

its strategic priorities (Schiavo-Campos and Tommasi, 1999).  Have the SDGs been mainstreamed in 

both national and local development plan/s of government? If so, do the institutional arrangements, 

both structures and processes, that government define and delimit government budgeting enable a 

strong linkage between the budget and the SDG-related strategies and activities identified in the 

development plans.  On the other hand, operational/ technical efficiency is concerned with meeting 

programme and project objectives at lowest possible cost (Hemming, 2013). In this regard, sound 

public financial management is crucial.  

 

This study aims to review and assess how fiscal policy, both in terms of (i) tax policy and 

administration and (ii) expenditure policy and budgetary institutions and processes support the 

realization of the SDGs.  This assessment will be based on (i) a desk review of Philippine 

Development Plan 2017-2022 and its two companion documents (i.e., the Results Matrix and Public 

Investment Program), the General Appropriations Act (GAA) from 2016 to the present, and various 

government issuances relevant to the SDGs, and (ii) interviews with key government officials that are 

involved with both the formulation of policies/ strategies and the implementation of programmes and 

projects related to the SDGs.  
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Table 1.  The Sustainable Development Goals 

 

Goal 1 End poverty in all its forms everywhere 

Goal 2 End hunger, achieve food security and improved nutrition and promote sustainable 

agriculture 

Goal 3 Ensure healthy lives and promote well-being for all at all ages 

Goal 4 Ensure inclusive and equitable quality education and promote lifelong learning 

opportunities for all 

Goal 5 Achieve gender equality and empower all women and girls 

Goal 6 Ensure availability and sustainable management of water and sanitation for all 

Goal 7 Ensure access to affordable, reliable, sustainable and modern energy for all 

Goal 8 Promote sustained, inclusive and sustainable economic growth, full and productive 

employment and decent work for all 

Goal 9 Build resilient infrastructure, promote inclusive and sustainable industrialization and 

foster innovation 

Goal 10 Reduce inequality within and among countries 

Goal 11 Make cities and human settlements inclusive, safe, resilient and sustainable 

Goal 12 Ensure sustainable consumption and production patterns  

Goal 13 Take urgent action to combat climate change and its impacts 

Goal 14 Conserve and sustainably use the oceans, seas and marine resources for sustainable 

development 

Goal 15 
Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably 

manage forests, combat desertification, and halt and reverse land degradation and halt 

biodiversity loss 

Goal 16 
Promote peaceful and inclusive societies for sustainable development, provide access 

to justice for all and build effective, accountable and inclusive institutions at all levels 

Goal 17 Strengthen the means of implementation and revitalize the Global Partnership for 

Sustainable Development 

 
 
 

II. Mainstreaming of the SDGs in the Philippine Development Plan (PDP) 

and their localization in the regional/ local development plans 

 
SDGs and the PDP.  It is perhaps fortuitous that the first year of implementation of Agenda 2030 

coincided with the preparation of the Philippine Development Plan (PDP) 2017-2022 soon after 

President Rodrigo Duterte assumed office in June 30, 2016.  In October 2016, the President Duterte 

issued Memorandum Circular No. 12, series of 2016 which mandates the NEDA to coordinate the 

executive and legislative branches of government in formulating the PDP in such a manner that the 

national goals and strategies included therein are aligned with (i) Ambisyon Natin 2040, the 25-year 

long-term vision for the country, (ii) the 0+10-point agenda of President Duterte, and (iii) the Agenda 

2030 for Sustainable Development.   

 

Ambisyon 2040 articulates the “collective long-term vision and aspirations of the Filipino people for 

themselves and for the country up to 2040” (sdg.neda.gov.ph/sdgs-and-ambisyon-2040/, accessed 26 
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December 2019).  It sums up the Filipinos’ vision of self in 2040 as: “enjoy(ing) a stable and 

comfortable lifestyle, secure in the knowledge that we have enough for our daily needs and 

unexpected expenses, that we can plan and prepare for our own and our children’s future. Our family 

lives together in a place of our own, yet we have the freedom to go where we desire, protected and 

enabled by a clean, efficient, and fair government" and their vision of the country in 2040 as: “a 

prosperous, predominantly middle-class society where no one is poor, (where) our people will live 

long and healthy lives, be smart and innovative, and will live in a high-trust society.”   

 

Ambisyon Natin 2040 was crafted as a result of (i) 42 focus group discussions (FGDs) conducted in 

2015 across the country, primarily with poor and marginalized groups, and (ii) a representative 

national survey with a sample size of 10,000 Filipinos aged 15-50 from all walks of life to find out 

the kind of life Filipinos want to live and their vision of how the country will be vision of themselves 

and the country 25 years hence.  In addition, technical studies on a number of thematic/ sectoral topics 

were prepared with the help of experts and, subsequently, widely consulted with various stakeholders 

to help define the strategies that will support the realization of the said long-term vision.   

 

On the other hand, the 0+10-point socioeconomic agenda of the Duterte administration lays down the 

priority strategies in support of the attainment “genuine inclusive growth” which will have “a direct 

and positive impact on the lives of the Filipino people” (President’s Memorandum Circular No. 12, 

s. 2016).  The agenda consists of the following: 

 
0. Restore peace and order and rule of law; 

1. Sustain current macroeconomic policies, including fiscal, monetary and trade policies;  

2. Institute progressive tax reform, including a more effective tax collection and indexing of 

taxes to inflation;  

3. Increase competitiveness and the ease of doing business by drawing upon successful 

models used to attract business to local cities, including the relaxation of the 

Constitutional restrictions on foreign ownership, except land ownership, to attract more 

foreign direct investments;  

4. Accelerate annual infrastructure spending to reach 5 percent of the gross domestic 

product, with public-private partnerships playing a key role;  

5. Promote rural and value chain development to increase agricultural and rural enterprise 

productivity and rural tourism;  

6. Ensure security of land tenure to encourage investments and address bottlenecks in land 

management and titles;  

7. Invest in human capital development, including health and education systems, and match 

skills and training to meet the demands of businesses and the private sector;  

8. Promote science, technology and the creative arts to enhance innovation and creative 

capacity towards self-sustaining and inclusive development;  

9. Improve social protection programmes, including the government’s conditional cash 

transfer programme, to protect the poor against instability and economic shocks; and  

10. Strengthen the implementation of the Responsible Parenthood and Reproductive Health 

Law to enable Filipinos, especially poor couples, to make informed choices on financial 

and family planning 
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The overall development framework that anchors the 2017-2022 PDP (NEDA, February 2017) is 

summarized succinctly in figure 1. The overarching goal of the PDP 2017-2022 is to lay down a 

robust foundation for inclusive growth, a high-trust and resilient society and a globally competitive 

knowledge economy.  

 

All the SDGs can be mapped into the priorities of the PDP (figure 1).  Because the Chapters of the 

PDP cut across the SDGs and vice versa, this mapping is shown in greater detail in table 2 and 

elaborated below: 

 SDG 1 (ending poverty) is consistent with the overarching goal of the PDP; 

 SDG 2 is included in the PDP’s Chapter 8 (Expanding Economic Opportunities in 

Agriculture, Fisheries and Forestry), in the section on “Sector Outcome A – nutrition and 

health for all improved” of Chapter 10 (Accelerating Human Development); 

 

Figure 1. 2017-2022 PDP Development Framework with Corresponding SDG Goals 

 

 
Note: Adapted from NEDA (2019). 

 

 SDG 3 (ensuring healthy lives and promote well-being for all at all ages) is covered in the 

section on “Sector Outcome A - nutrition and health for all improved” of Chapter 10 

(Accelerating Human Development);   

 SDG 4 (ensuring inclusive and equitable quality education and promote lifelong learning 

opportunities for all) is included in the section on “Sector Outcome B – lifelong learning 

opportunities for all ensured” of Chapter 10 (Accelerating Human Development); 
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 SDG 5 (achieving gender equality and empower all women and girls) is covered in the 

various sections of Chapter 8 (Expanding Economic Opportunities in Agriculture, 

Fisheries and Forestry), Chapter 9 (Expanding Economic Opportunities in Industry and 

Services through Trabaho and Negosyo), Chapter 10 (Accelerating Human Development), 

Chapter 11 (Reducing Vulnerabilities of Individuals and Families), Chapter 17 (Attaining 

Just and Lasting Peace), and Chapter 18 (Ensuring Security, Public Order and Safety); 

 SDG 6 (ensuring availability and sustainable management of water and sanitation for all) 

is found in the section on “Water Resources” of Chapter 19 (Accelerating Infrastructure 

Development) and “Water Quality Management” of Chapter 20 (Ensuring Ecological 

Integrity, Clean and Healthy Environment); 

 SDG 7 (ensuring access to affordable, reliable, sustainable and modern energy for all) is 

consistent with the section on “Energy” of Chapter 19 (Accelerating Infrastructure 

Development); 

 

 
 

 SDG 8 (promoting sustained, inclusive and sustainable economic growth, full and 

productive employment and decent work for all) is found in Chapter 8 (Expanding 

Economic Opportunities in Agriculture, Fisheries and Forestry), Chapter 9 (Expanding 

Economic Opportunities in Industry and Services through Trabaho and Negosyo), the 

section on “Sector Outcome C – employability improved of Chapter 10 (Accelerating 

Human Development), Chapter 13 (Reaching for the Demographic Dividend), Chapter 14 

5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

SDG 1 - No poverty x x x x x x x x x x x x x x x x

SDG 2 - Zero hunger x x

SDG 3 - Good health & well being x x

SDG 4 - Quality education x

SDG 5 - Gender equality x x x x x x

SDG 6 - Clean water & sanitation x x

SDG 7 - Affordable, clean energy x

SDG 8 - Decent work & econ growth x x x x x x x

SDG 9 - Industry, innovation, infrastructure x x x

SDG 10 - Reduced inequalities x x x x x

SDG 11 - Sustainable cities & communities x

SDG 12 - Responsible consumption & prodn x x

SDG 13 - Climate action x x x

SDG 14 - Life below water x

SDG 15 - Life on land x

SDG 16 - Peace, justice & strong institutions x x x x x

Table 2.  PDP Chapters vis-à-vis the SDGs

PDP Chapters

Chapter 5 - Ensuring People-centered, Clean, and Efficient Governance; Chapter 6 - Pursuing Swift and Fair Administration of Justice; Chapter 7 - Promoting Philippine 

Culture and Values, Chapter 8  - Expanding Economic Opportunities in Agriculture, Fisheries and Forestry, Chapter 9 - Expanding Economic Opportunities in Industry 

and Services through Trabaho and Negosyo, Chapter 10 - Accelerating Human Development, Chapter 11 - Reducing Vulnerabilities of Individuals and Families, and 

Chapter 12 - Building Safe and Secure Communities, Chapter 13 - Reaching for the Demographic Dividend, Chapter 14 - Vigorously Advancing Science, Technology and 

Innovation, Chapter 15 - Ensuring Sound Macroeconomic Policy, Chapter 16  -Leveling the Playing Field through a National Competition Policy, Chapter 17 - Attaining 

Just and Lasting Peace, Chapter 18 - Ensuring Security, Public Order and Safety, Chapter 19 - Accelerating Infrastructure Development, Chapter 20 - Ensuring Ecological 

Integrity, Clean and Healthy Environment
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(Vigorously Advancing Science, Technology and Innovation), Chapter 15 (Ensuring 

Sound Macroeconomic Policy), and Chapter 16 (Leveling the Playing Field through a  

            National Competition Policy); 

 SDG 9 (building resilient infrastructure, promoting inclusive and sustainable 

industrialization and fostering innovation) is covered in Chapter 9 (Expanding Economic 

Opportunities in Industry and Services through Trabaho and Negosyo), Chapter 14 

(Vigorously Advancing Science, Technology and Innovation), and Chapter 19 

(Accelerating Infrastructure Development); 

 SDG 10 (reducing inequality within and among countries) is consistent with various 

sections of Chapter 8 (Expanding Economic Opportunities in Agriculture, Fisheries and 

Forestry), Chapter 9 (Expanding Economic Opportunities in Industry and Services through 

Trabaho and Negosyo), Chapter 10 (Accelerating Human Development), Chapter 11 

(Reducing Vulnerabilities of Individuals and Families), and Chapter 12 (Building Safe and 

Secure Communities); 

 SDG 11 (making cities and human settlements inclusive, safe, resilient and sustainable) is 

congruent with Chapter 12 (Building Safe and Secure Communities); 

 SDG 12 (Ensuring sustainable consumption and production patterns) is covered in Chapter 

11 and in section on “Subsector Outcome 2 – environmental quality improved” of Chapter 

20 (Ensuring Ecological Integrity, Clean and Healthy Environment); 

 SDG 13 (Taking urgent action to combat climate change and its impacts) is found in the 

section on “Dealing with natural hazards” of Chapter 11 (Reducing Vulnerabilities of 

Individuals and Families), the section on “Subsector Outcome 3 – asset preservation 

ensured” of Chapter 19 (Accelerating Infrastructure Development), and in the section on 

“Subsector Outcome 3 – adaptive capacities and resilience of ecosystems increased” of 

Chapter 20 (Ensuring Ecological Integrity, Clean and Healthy Environment); 

 SDG 14 (Conserving and sustainably use the oceans, seas and marine resources for 

sustainable development) and SDG 15 (Protecting, restoring and promoting sustainable use 

of terrestrial ecosystems, sustainably managing forests, combating desertification, and 

halting and reversing land degradation and halting biodiversity loss) are covered in the 

section on “Sector outcome A.1 – biodiversity and functioning of ecosystem services 

sustained” and section on “Sector outcome A.2 – environmental quality improved” of 

Chapter 20 (Ensuring Ecological Integrity, Clean and Healthy Environment); 

 SDG 16 (promoting peaceful and inclusive societies for sustainable development, 

providing access to justice for all and building effective, accountable and inclusive 

institutions at all levels) is consistent with Chapter 5 (Ensuring People-centered, Clean, 

and Efficient Governance), Chapter 6 (Pursuing Swift and Fair Administration of Justice), 

Chapter 7 (Promoting Philippine Culture and Values), Chapter 17 (Attaining Just and 

Lasting Peace), and Chapter 18 (Ensuring Security, Public Order and Safety); and  

 SDG 17 (Strengthening the means of implementation and revitalizing the Global 

Partnership for Sustainable Development) is included in the Chapter 15 (Ensuring Sound 

Macroeconomic Policy). 

 

SDGs and the PDP-RM.  The PDP Results Matrices (PDP-RM) is one of the two accompanying 

documents of the PDP.  It aims to support the results orientation in the implementation of the PDP 

and to exact greater accountability from the various departments, agencies and other 

instrumentalities of government.  It lays out “the statements of results to be achieved in the medium 
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term, which include the societal goals, intermediate goals, chapter outcomes, and aggregate 

outputs. … Alongside these statements of results in the PDP-RM are the corresponding indicators, 

baseline information, the annual and the end-of-Plan targets.  It also presents the means of 

verification per indicator, and the agencies responsible for delivering and reporting the results” 

(NEDA, PDP-RM, 9 October 2017).  As such, the indicators in the RM may be used by the 

implementing agencies to guide them in identifying, planning, programming and budgeting for the 

programmes, activities and projects (PAPs) that will deliver the outcomes and outputs that they 

are accountable for.  On the other hand, the RM will assist the oversight agencies, in their regular 

monitoring and evaluation of the implementation of the PDP.  

 

Achieving greater congruence between the SDG indicators, on the one hand, and the PDP-RM 

indicators, on the other, operationalizes the integration of SDG implementation and PDP 

implementation.  A mapping of the SDG indicators against the indicators in the 2017-2022 PDP-RM 

indicates that 68 (or 44%) of the 155 SDG indicators which are classified as either Tier 1 or Tier 2 

indicators were included in the 2017-2022 PDP-RM (figure 2).1  With the mid-term review of the 

both the PDP and the PDP-RM, NEDA decided to expand the list of SDG indicators that are included 

in the PDP-RM.  Thus, the total number of SDG indicators included in the draft updated PDP-RM as 

of February 2020 stands at 123 (or 79%) of the combined number of Tier 1 and Tier 2 SDG indicators, 

pending the submission of the mid-term updates for Chapter 17 and Chapter 18 before the finalization 

of the updated PDP and PDP-RM in March 2020.2  
 
Localization of the SDGs. The enactment of the 1991 Local Government Code marked a shift in the 

central-local government relations towards greater decentralization.  It is characterized by an 

expansion of the functional/ expenditure responsibilities of local governments concomitant with an 

increase in their share in central government revenues and greater local autonomy overall.  Given this, 

the attainment of the SDGs necessarily requires concerted efforts of both the national government and 

local government units, particularly provinces, cities, and municipalities.  Moving forward, this 

contribution local government units (LGUs) to the realization of the SDGs will be further magnified 

in 2022 when the Supreme Court ruling that mandates higher LGU revenue share in national 

government revenue collections starts to take effect.  

 
  

                                                 
1 In April – May 2016, the National Economic and Development Authority (NEDA) and the Philippine Statistics 

Authority (PSA) led the conduct of a series of technical and multisectoral workshops that assessed the global SDG 

indicators in terms of the availability of data, relevance and data disaggregation.  As a result of this exercise, the SDG 

indicators were classified into 3 categories: Tier 1 indicators (102 indicators with established methodology and for 

which data are regularly collected;), Tier 2 (55 indicators with established methodology and for which data are not 
regularly collected), Tier 3 (74 indicators with no established methodology but methodologies are being 

developed/tested) and Tier 4 (13 indicators that are not applicable to the country).  
2 This is based on preliminary information provided by Social Development Staff (SDS) of NEDA. 
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Figure 2.  Number of SDG Indicators in the 2017-2022 PDP-RM 

 

 
Source: Philippine Statistics Authority as cited in Commission on Audit (2018). 

 

 
To help ensure (i) that the development framework and the implementation strategies in the 

Provincial/ City/ Municipal Development Plans (P/C/M DP) are consistent with those of the 2017-

2022 PDP and the accompanying 2017-2022 Regional Development Plans (RDPs),3 and (ii) that the 

statement of results to be achieved, indicators and targets in the P/C/M DPs - RMs are likewise 

consistent with those PDP-RM and the RDP-RMs, the Department of Interior and Local Government 

(DILG) and NEDA issued Joint Memorandum Circular (JMC) No. 1, s. 2018. Specifically, the JMC 

intends to provide guidance on the formulation of provincial/ city/ municipal RMs, including the 

determination of applicable local -level indicators, baselines and targets, based on RDP-RMs and in 

accordance with the respective local development plans. It was issued to encourage LGUs to identify 

and implement programmes, activities and projects that will contribute to the achievement of the PDP 

targets.  “The formulation of RMs at the regional, provincial and city/municipal levels reflective of 

and/or consistent with the targeted outcomes of the PDP and RDPs and the budgeting of programmes, 

activities and projects that would contribute to the achievement of the RM targets are seen to ensure 

vertical linkage of national, regional, and local priorities” (NEDA SDG Localization – 

sdg.neda.gov.ph). 

 

Even before the issuance of the DILG-NEDA JMC No. 1, s. 2018, the DILG led the conduct of a 

series of regional and provincial workshops to strengthen awareness and build support for both the 

                                                 
3 The RDPs contain the sectoral and spatial strategies of the regions that support the attainment of the goals and 

objectives of the PDP, including the SDGs, and address the development concerns of the regions. The RDPs provide 

clear direction for the allocation of public resources in programs, activities and projects that contribute to the 

achievement of goals and objectives of the RDPs (DILG-NEDA Joint Memorandum Circular No. 1, s. 2018).   
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2017-2022 PDP, its accompanying documents and the SDGs, and to encourage LGUs to integrate 

such in their respective plans and programmes.  “As of March 2018, workshops have been conducted 

in all the regions, 76 provinces, and 1,373 municipalities. In addition, NEDA, in collaboration with 

PSA and DILG, are looking into the inclusion of an assessment criteria or checklist related to SDG 

implementation in conferring the Seal of Good Local Governance (SGLG) to local government 

units.”  

 

Following the issuance of the DILG-NEDA JMC No. 1, s. 2018, the DILG and NEDA spearheaded 

the conduct of “Regional Orientation and Workshop on the Formulation of Provincial Results 

Matrices.”  The objective of these workshops is to secure the commitment of LGUs (i) to localize the 

national and regional indicators by identifying provincial and municipal-level indicators that would 

operationalize and contribute to the attainment of the goals and outcome areas articulated in the 2017-

2020 PDP and the RDPs and the SDGs and (ii) to allocate budgetary resources for the implementation 

of relevant programmes, activities and projects which contribute to the attainment of targets in local 

RMs.  

 

However, SDG localization is hampered by the lack of data.  “Most statistics from official surveys 

are released only up to the regional aggregates, with some survey results having provincial aggregates. 

The degree of the problem increases exponentially as the RM/SDG indicators are localized further to 

the municipal level.  This issue may partially be addressed by the community-based monitoring 

system (CBMS) which can provide desired disaggregation for 39 SDG indicators (Reyes, 2018).  

“While administrative data may be gathered, LGU capacity is limited as many LGUs do not have 

statisticians, or competent personnel to handle statistics” (Cua, 2019).  

 

 
III. Public expenditure management and the SDGs 

A. Political commitment to link agencies’ budgetary programmes and the PDP and SDGs 

In June 1, 2017, President Duterte issued Executive Order (EO) No. 1, s., 2017 directing all heads of 

departments, offices and instrumentalities of the national government, including government-owned-

and-controlled corporations (GOCCs) to align their budgetary and departmental/ corporate 

programmes with the strategies and activities identified in the 2017-2022 PDP, including the SDGs.  

Section 4 of this EO lays out the institutional arrangements for PDP monitoring and reporting.  To 

wit, ‘the NEDA Secretariat shall work together with various implementing agencies for the 

prioritization and sequencing of the identified strategies, policies, programmes and projects.  The 

monitoring of outcomes and implementation shall be reported regularly to the appropriated NEDA 

Board Committees, existing Cabinet Clusters, and Inter-Agency Committees of Government.” 

Furthermore, it directs all heads of departments, offices and instrumentalities of the national 

government, including GOCCs, “to submit to the NEDA Board, through the NEDA Secretariat, the 

agency performance/ accomplishment reports with respect to the outcomes and outputs identified in 

the PDP.” It also directs the NEDA Secretariat to “prepare the Socioeconomic Report to present the 

accomplishments of outputs and outcomes and recommend policy directions for moving forward.”  

 

In December 11, 2019, the DBCC approved the creation of the Sub-committee on SDGs under the 

Development Budget Coordination Committee (DBCC) for the purpose of (i) identifying gaps in 
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current policies and programmes that are needed to drive achievement of SDGS, and (ii) reviewing 

and approving SDG-related policy, programme, partnership and budget recommendations of the 

Technical Working Groups, and (iii) presenting these recommendations to the DBCC. This sub-

committee will be chaired by the NEDA and co-chaired by the DBM.  The creation of this sub-

committee is envisioned to promote the greater integration of efforts to include the SDGs in the annual 

budgets. 

B. Results- and performance-orientation in the existing public expenditure management 

(PEM) system4  

The considerably improved and fairly strong emphasis on results and performance of the existing 

government budgeting system provides a solid foundation for the realizing the objective of EO 1, s. 

2017 to link the annual budget with the PDP and the SDGs so that limited resources are allocated and 

spent on programmes that achieve the desired societal goals and outcomes.  It should be emphasized 

that the said results and performance orientation of the budget system was not achieved overnight but 

was built up over many years.   

 

1.   Planning-budget linkage and results-orientation of budget  

 

The results-oriented approach to budgeting was in the first introduced in the Philippines with the 

development of the Organizational Performance Indicator Framework (OPIF) in 2005 and its 

piloting in 20 departments during the formulation of the FY 2007 Budget.5 The OPIF aims to: (i) shift 

the focus of the budget process from inputs to outputs, (ii) encourage governments agencies to focus 

their efforts on the delivery of the outputs that are relevant to the outcomes that their agencies want 

to achieve and the higher level goals that government wants to attain, and (iii) clarify the expected 

performance and accountability of government agencies. (DBM-PEGR, OPIF Training Materials, 

2006-2007).  

 

With the adoption of the OPIF, government agencies were required to: (i) identify their respective 

major final outputs (MFOs) or the goods and services that they are mandated to deliver to the public 

and align the various programmes, activities and projects (PAPs) that are funded in their budgets to 

their MFOs, (ii) identify their respective organizational outcomes or the concrete short to medium 

term benefits to their clients and the wider community that result from the delivery of their MFOs, 

(iii) articulate the results framework or logframes that show the hierarchical causal relationship that 

first links their PAPs with their MFOs, then links their MFOs with their organizational outcomes, and 

then finally links their organization outcomes with higher level societal goals (as may be defined in 

the government’s medium-term development plan), and (iv) identify measurable performance 

indicators for their MFOs (figure 3).  DBM published and submitted to Congress as an additional 

supporting document to the FY 2007 Proposed Budget the “OPIF Book of Outputs” which contained 

the results frameworks, MFO-based budgets, and performance indicators and targets of the 20 pilot 

                                                 
4 Here, results orientation refers to the budget’s ability to influence sectoral and societal outcomes while performance 

orientation refers to the budget’s ability to link budget allocations and actual spending of agencies with their 

performance commitments. 
5 The 20 pilot departments for the OPIF during the formulation of the FY 2007 Budget are DAR, DA, DBM, DepEd, DOE, 

DENR, DOF, DFA, DOH, DILG, DOJ, DOLE, DND, DPWH, DOST, DSWD, DOT, DTI, DOTC, and NEDA. 
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agencies.6   The OPIF approach was subsequently expanded to include all national government 

agencies, including state universities and colleges (SUCs) during preparation of the FY 2009 Budget” 

(DBM, 2016a). 

 

Figure 3.  OPIF results framework 

 

 
 
The OPIF is instrumental in instilling results orientation in the budget system. The discipline required 

of government agencies in formulating their OPIF statements has raised government agencies’ 

awareness and deepened their appreciation and understanding of the causal relationship between their 

agencies’ mandates and the programmes, activities and projects that their agencies implement, on the 

one hand, and the goals and outcomes articulated in the PDP.   

 

In 2006, the Department of Budget and Management (DBM) introduced a government-wide Medium-

Term Expenditure Framework (MTEF).  As implemented by the DBM, the MTEF is seen as a tool to 

better align budget allocations with the government’s priorities. In principle, said alignment is 

enhanced to the extent that more time is made available for the evaluation of spending proposals for 

new or expanded programmes competing for the limited fiscal space7 when the estimation of forward 

estimates (FEs) 8  are made on a three-year rolling basis and the commitment/ agreement of 

departments/ agencies to use the FE for first outer-year of the previous Budget year as the FE for the 

current Budget year is secured.  

 

Because of issues related to (i) arriving at honest reliable revenue projections, and (ii) the openness 

of the legal framework to both expenditure sequestration and expenditure realignment during budget 

execution, and (iii) delays in the institutionalization of three-year rolling framework for the estimation 

                                                 
6 The Proposed Budget for any given year is more formally referred to as the National Expenditure Program. 
7 Fiscal space is defined the difference between the DBCC-approved total national government expenditure target or 

overall resource envelope for the current Budget year that is consistent with the multi-year revenue forecasts and fiscal 

deficit targets that will ensure macro stability and fiscal sustainability, on the one hand, and the sum total of the FEs 

of all departments/ agencies for the current Budget year, on the other hand. 
8 FEs refer to estimates of the future costs of existing policy and on-going activities of government departments/ 

agencies.   
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of the FEs,9 the multi-year nature of the MTEF implementation in the Philippines is weak. Moreover, 

given the restricted fiscal space, the impact of the MTEF in improving the linkage between PDP and 

the annual budget is further limited because of the PDP’s very comprehensive, “all encompassing” 

nature and its lack of resource constraint, a limitation that is shared by the SDGs (DBM, 2016a).  

Nonetheless, the introduction of the MTEF has had some positive impact in improving the linkage 

between the government spending priorities (as articulated in the Paper on Budget Strategy) and the 

annual budget.  

 

Building on the OPIF and the MTEF reform initiatives, three other reforms were introduced by the 

DBM in more recent years to further improve the results orientation of the budget process: (i) Zero-

based Budgeting (ZBB) or the use the results of programme evaluations of selected government 

programmes to help guide the abolition or redesign of ineffective and/ or inefficient programmes 

starting in 2011,10 (ii) the recasting of the Paper on Budget Strategy (PBS) into the Budget Priorities 

Framework (BPF) starting in the preparation of the FY 2013 Budget, and (iii) the introduction of the 

Two-Tier Budgeting Approach (2TBA) during the preparation of the FY 2016.   

 

The ZBB has been effective in widening the fiscal space by identifying PAPs whose budget 

allocations can be reduced because they are either ineffective or inefficiently delivered.  In contrast 

to the Paper on Budget Strategy which is an internal document available only to the Development 

Budget Coordination Committee (DBCC), the BPF is disseminated widely to all government agencies 

in the form of a National Budget Memorandum. The priorities in the BPF during the Aquino 

administration for the FY 2014 to the FY 2016 Budgets are focused on the five key result areas under 

President’s Aquino Social Contract with the Filipino people (as per Executive Order 43, s. 2011), 

namely: (i) poverty reduction and empowerment of vulnerable and marginalized sectors through 

significant investments in the K to 12 programme, enhancement of TVET, reform of public higher 

education sector to improve efficiency, access, and quality, public health (Universal Health Care) and 

social protection (Pantawid Pamilyang Pilipino Program or 4Ps), (ii) rapid, inclusive and sustained 

economic growth through the expansion of transport and energy infrastructure, support to tourism 

development, revitalization of the manufacturing sector and provision of assistance to SMEs for them 

to go up the value, support to agricultural productivity improvements, fast-racking tenurial reform 

and expansion of agriculture-industry linkages, (iii) integrity of the environment and climate change 

adaptation and mitigation, (iv) just and lasting peace and rule of law, and (v) transparent, accountable 

and participatory governance. On the other hand, the priorities in the BPFs for the FY 2018 - FY 2020 

Budgets under the Duterte administration are focused on President’s 0+10 Point Agenda and include: 

(i) infrastructure development as a cross-cutting strategy that plays an indispensable role in sustaining 

the economic growth momentum, safeguarding a clean and healthy environment, and providing 

support to other productive sectors of the economy such as agriculture, education, energy, tourism, 

labor, industry and services, and information and communications technology among others, (ii) 

social services sectors include the K to 12 programme, Universal Access to Tertiary Education,11 

Universal Health for All, and the 4Ps, and nutrition.  Under the Duterte administration, funding 

                                                 
9 The three-year rolling framework of the estimation of the FEs will only be implemented in the formulation of the 

FY 2021 Budget. 
10 This initiative is perhaps erroneously referred to as Zero-based Budgeting (ZBB) in the sense that that under a true 

ZBB all programs are evaluated each year. 
11 Originally, the PDP aims to improve access to tertiary education mainly through the implementing the Unified Financial 

Assistance System for Tertiary Education (UniFAST) Act (RA 10687).  However, the enactment of the Universal Access 

to Quality Tertiary Education Act (RA 10931) in August 2017 forced a change in the government’s strategy in this regard.  
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pressures coming from the policy commitments made at the highest level (e.g. President Duterte’s 

commitment to increase the salaries of uniformed personnel) and enactment of new laws (e.g. RA 

10931 which mandates free tuition in state universities and colleges and state-run technical and 

vocational institutes) necessarily trump the budget priorities originally set out in the BPF and/ or the 

PDP.   To further improve the implementation of the BPF, it is important that stronger support and 

wider acceptance by the Cabinet, government departments/ agencies as well as Congress is generated 

(DBM, 2016a).  

 

Meanwhile the Two-Tier Budgeting Approach or 2TBA breaks down the budget process into two 

parts.  The first tier involves a more rigorous determination of the forward estimate of the budgetary 

resources that agencies would need to implement their ongoing activities given existing policies, and 

the agencies’ disbursement performance in the last two fiscal years.  In contrast, the second tier 

involves the allocation of the fiscal space to new programmes and projects or the expansion of existing 

ones that are not only aligned with the Budget Priorities Framework but are also ready for 

implementation. To the extent that the time needed to evaluate ongoing programmes, activities and 

projects is minimized, more time is available for evaluating spending proposals for new or expanded 

programmes, thereby further improving the alignment of the allocation of the fiscal space with the 

BPF (DBM, 2016a).   

 

Prospectively, having more rigorously costed FEs, possibly through the preparation of agency-level/ 

sector-wide Medium-Term Expenditure Frameworks or Plans, at least for selected agencies/ sectors 

(e.g. the “big spenders”), will improve the implementation of the 2TBA by allowing meaningful 

debate on the relative priority that should be assigned to different programmes. The preparation of 

fully costed MTEPs based on minimum service standards in the delivery of services and unit costs 

has been piloted in the Department of Education (DepEd) in 2013 in the run-up to the introduction of 

the additional two years of secondary education and in the Department of Health (DOH) in 2015 to 

clarify the intra-sectoral spending composition in the context of the greater resources made available 

to the sector following the passage of the Sin Tax Law. The formulation of these MTEPs works best 

when a well-defined relationship between an agency’s organizational outcome/s and the cost of 

specific programmes, activities and projects that directly contribute to the achievement said outcome/s 

exist.  They are particularly useful for (i) costing new programmes or expansion of existing 

programmes, (ii) evaluating alternative design options for specific programmes, and (iii) costing 

alternative outcome scenarios.   

 

National government spending outturns in 2006-2018 and programmed national government 

spending in 2019-2020 are presented in table 3 and table 4.  It reflects the shift in spending priorities 

of the national government in 2017-2020 relative to those in 2011-2016 in favor of the tertiary 

education sub-sector, the transportation/ communication sector, the health sector and 

the basic education sector at the expense of the power/ energy, water resources development, housing/ 

community development, natural resources/ environment and agriculture sectors. 

 

While disaggregating government spending by sector using the COFOG system (as in table 3 and 

table 4) does provide some information on the size of public investment on the SDGs, there is a need 

for a more granular classification system to better track government spending on SDGs, e.g., to better 

understand which SDGs are lagging behind in terms of either meeting the targets and/ or budgetary 

allocation.  Recognizing this need, the NEDA considered the inclusion of an SDG Annex in the 



MPFD Working Papers WP/20/05 
 

 

15 

 

Socioeconomic Report (SER) during its preparation in 2018.12  The proposed SDG Annex in the SER 

aims to: (i) identify programs, activities and projects that contribute to the achievement of the SDGs; 

(ii) support the alignment of the chapters of the PDP with the SDGs and identify relevant initiatives 

per sector; (iii) identify the SDG targets where there is no specific intervention designed towards its 

attainment and propose corresponding programmes, activities, and projects; (iv) ascertain that the 

2030 targets are continually provided interventions until 2030” (NEDA, Socioeconomic Report and 

SDGs, sdg.neda,gov.ph).  Work on the SDG Annex in the SER was earlier put on hold to give way 

to the updating of the PDP but has recently resumed with NEDA staff now putting together a coding 

manual for the SDG-related PAPs and programmes. 

 

Prospectively, a SDG expenditure tagging exercise that is implicit in the formulation of the proposed 

SDG Annex in the Socio-Economic Report will help the newly created Sub-committee on SDGs 

under the DBCC in evaluating the effectiveness of the SDG-related programmes of various 

government agencies and securing budgetary support for said programmes. In this regard, 

government’s earlier experience in institutionalizing climate change expenditure tagging (CCET) 

may provide some lessons.  In 2014, the DBM in coordination with the Climate Change Commission 

(CCC) launched climate change expenditure tagging with the issuance of DBM-CCC Joint 

Memorandum Circular (JMC) 1, s. 2013 and JMC 1, s. 2015 for the purpose of identifying, 

monitoring and reporting spending on climate change-related PAPs to enable oversight and line 

department managers to better assess progress of in the implementation of these PAPs. These JMCs 

mandate all national government agencies to identify, tag and classify the climate change    related 

programmes, activities and projects (PAPs) in their respective budget structures using a common 

policy-based typology of climate change related activities.  

 

 

                                                 
12 “The PDP and PDP-RM are monitored and reported yearly in the SER.  The SER presents the accomplishments of 

the PDP outputs and outcomes and recommend policy directions moving forward.  It provides an assessment of 

progress towards the achievement of the different sector outcomes and is an avenue to assess bottlenecks and gaps in 

the attainment of the sector outcomes.” … Given that the SDGs are mainstreamed in the PDP and the PDP-RM, “the 

SER may be used as a platform to assess the contributions and consistency of the Philippines’ actions with the global 

commitments to the SDGs. (NEDA, Socioeconomic Report and SDGs, sdg.neda,gov.ph). 
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Table 3.  National Government Expenditures, Obligation Basis, as a Percentage of GDP, 2006-2020

B. Aquino 

2011-16 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

2019 

programmed

2020 

projected

GRAND TOTAL 17.3 16.7 16.8 17.0 17.9 16.4 16.3 17.3 17.3 16.0 18.1 18.5 22.9 20.3 19.7 20.1

  Total Economic Services 3.6 2.6 3.2 3.7 3.8 3.1 2.7 3.6 3.4 2.9 4.2 4.6 6.9 5.2 4.1 4.5

of which:

    Agriculture 0.6 0.4 0.6 1.0 0.8 0.8 0.5 0.7 0.7 0.6 0.7 0.6 0.6 0.6 0.5 0.5

    Natural Resources 0.2 0.1 0.1 0.1 0.2 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.1 0.1

    Power & Energy 0.2 0.0 0.1 0.0 0.2 0.0 0.2 0.8 0.3 0.1 0.1 0.1 0.1 0.0 0.0 0.0

    Water Resources Devt. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

    Transp. & Comm. 2.3 1.6 2.0 2.1 2.3 1.8 1.6 1.7 1.9 1.7 3.0 3.4 3.7 4.0 2.9 3.4

  Total Social Services 4.6 3.1 3.3 3.2 3.5 3.3 3.9 4.0 4.6 4.5 5.0 5.1 6.7 5.8 5.7 5.5

    Education 2.9 2.4 2.5 2.4 2.6 2.5 2.6 2.7 3.0 2.7 2.9 3.1 4.2 3.8 3.8 3.7

     o/w: Basic education 2.4 2.0 2.1 2.0 2.2 2.1 2.3 2.3 2.5 2.3 2.4 2.6 3.6 3.2 2.9 2.7

             Tertiary education 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.5 0.6 0.5

             TVET 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.3

    Health 0.6 0.3 0.3 0.2 0.3 0.3 0.4 0.5 0.5 0.7 0.8 0.9 1.0 1.0 1.0 0.9

     Soc. Security, Labor/ Emp., & 

        Social Welfare Services 0.9 0.4 0.4 0.4 0.4 0.4 0.6 0.7 0.8 0.9 1.1 1.0 1.2 1.0 0.9 0.9

    Housing & Com. Devt. 0.2 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.3 0.2 0.2 0.1 0.2 0.1 0.0 0.0

  National Defense 1.0 1.0 1.1 1.0 1.0 1.1 1.1 1.0 1.1 1.0 1.0 1.1 1.3 1.3 1.3 1.3

  Total Public Services 2.5 2.3 2.4 2.5 2.8 2.4 2.5 2.7 2.6 2.3 2.5 2.5 2.8 2.9 2.8 3.0

    Public Administration 1.2 1.1 1.2 1.3 1.4 1.1 1.2 1.4 1.2 1.0 1.2 1.1 1.4 1.2 1.1 1.2

    Peace and Order 1.3 1.2 1.2 1.2 1.4 1.3 1.3 1.4 1.3 1.3 1.3 1.4 1.4 1.7 1.8 1.8

 Others 3.0 2.7 2.9 3.0 3.3 3.2 3.3 3.0 2.9 2.9 3.1 3.2 3.4 3.0 3.6 3.6

 Debt Service 2.6 4.9 3.9 3.5 3.5 3.3 2.9 3.0 2.8 2.5 2.3 2.1 2.0 2.0 2.1 2.2

MEMO ITEM:

  Grand Total less Debt Service 14.8 11.7 12.9 13.5 14.4 13.1 13.4 14.4 14.5 13.4 15.8 16.4 21.0 18.3 17.5 17.9

  Key Infrastructure Sectors 2.5 1.7 2.0 2.1 2.5 1.8 1.8 2.5 2.2 1.8 3.1 3.5 3.8 4.1 3.0 3.4

Author's estimates based on basic data from DBM, Budget of Expenditures and Sources of Financing, various years
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Table 4.  Percentage Distribution of National Government Expenditures, Obligation Basis, by Function/ Sector, 2006-2020

Arroyo 

2001-10

B. Aquino 

2011-16 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

2019 

programmed

2020 

projected

GRAND TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

  Total Economic Services 17.4 21.0 15.4 19.3 21.5 21.5 19.1 16.6 21.0 19.8 17.9 23.0 24.8 30.2 25.8 20.8 22.5

    of which:

    Agriculture 3.8 3.7 2.3 3.7 6.0 4.7 5.1 2.8 4.2 4.1 3.9 3.8 3.4 2.8 3.0 2.8 2.7

    Natural Resources 0.9 1.0 0.9 0.8 0.7 0.9 1.0 0.9 1.0 1.3 1.2 1.0 1.0 0.8 0.7 0.6 0.7

    Power & Energy 0.3 1.4 0.3 0.5 0.2 0.9 0.2 1.1 4.4 1.5 0.9 0.5 0.5 0.2 0.2 0.1 0.2

    Water Resources Devt. 0.0 0.1 0.0 0.0 0.0 0.1 0.0 0.0 0.1 0.1 0.0 0.1 0.1 0.1 0.0 0.0 0.0

    Transp. & Comm. 10.3 13.2 9.8 11.6 12.4 13.0 11.0 9.9 9.8 11.0 10.6 16.4 18.2 16.3 19.7 14.9 16.9

  Total Social Services 19.9 26.3 18.6 19.4 19.1 19.5 20.5 23.9 23.1 26.3 28.0 27.5 27.5 29.0 28.8 29.0 27.5

    Education 15.2 16.5 14.2 15.0 14.3 14.7 15.4 16.2 15.4 17.2 17.1 15.9 16.9 18.4 18.9 19.3 18.4

     o/w: Basic education 12.6 13.8 11.7 12.6 12.0 12.1 13.0 13.8 13.1 14.7 14.3 13.0 14.0 15.5 15.7 14.5 13.4

             Tertiary education 2.0 2.1 2.0 1.8 1.8 1.8 1.9 1.9 1.7 2.0 2.2 2.2 2.2 2.3 2.6 3.3 2.7

             TVET 1.8 1.9 1.8 1.7 1.6 1.7 1.8 1.8 1.6 1.9 1.9 2.0 2.0 1.7 1.8 1.9 1.7

    Health 1.7 3.7 1.6 1.6 1.4 1.6 2.1 2.6 2.9 2.9 4.2 4.4 4.7 4.4 4.8 4.9 4.2

    Soc. Security, Labor/ Emp., & 

       Social Welfare Services 2.5 4.9 2.2 2.1 2.6 2.5 2.4 3.7 4.1 4.6 5.4 6.0 5.2 5.0 4.7 4.8 4.6

    Housing & Com. Devt. 0.5 1.1 0.6 0.7 0.7 0.6 0.5 1.4 0.7 1.6 1.3 1.2 0.7 1.1 0.2 0.1 0.2

  National Defense 6.2 6.1 6.2 6.5 6.2 5.9 6.5 6.5 6.0 6.4 6.2 5.8 5.8 5.5 6.4 6.6 6.2

  Total Public Services 14.2 14.4 13.9 14.2 14.9 15.4 14.5 15.4 15.7 14.7 14.1 13.8 13.5 12.1 14.1 14.5 14.8

    Public Administration 6.8 6.8 6.5 6.9 7.7 7.7 6.8 7.6 7.8 7.2 6.2 6.4 6.0 6.1 5.9 5.6 6.0

    Peace and Order 7.4 7.6 7.4 7.3 7.2 7.7 7.7 7.7 7.9 7.6 7.9 7.4 7.4 6.0 8.2 8.9 8.8

 Others 17.8 17.5 16.3 17.3 17.7 18.4 19.5 20.0 17.2 16.6 17.9 17.1 17.1 14.6 15.0 18.2 18.0

 Debt Service 24.5 14.8 29.7 23.2 20.7 19.4 20.0 17.7 17.1 16.2 15.9 12.8 11.3 8.6 9.9 10.9 11.0

MEMO ITEM:

  Grand Total - Debt Service 75.5 85.2 70.3 76.8 79.3 80.6 80.0 82.3 82.9 83.8 84.1 87.2 88.7 91.4 90.1 89.1 89.0

   Infrastructure 10.6 14.6 10.0 12.2 12.6 14.1 11.2 11.0 14.3 12.5 11.5 17.0 18.7 16.6 20.0 15.1 17.0

Author's estimates based on basic data from DBM, Budget of Expenditures and Sources of Financing, various years
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In accordance with these JMCs, national government agencies must first identify which of their PAPs 

are intended to address either climate change adaptation (CCA) or climate change mitigation (CCM) 

on the basis of the technical description of each their PAPs.13 PAPs which are identified to be either 

CCA-related or CCM-related are then further categorized in terms of the strategic priorities of the 

National Climate Change Action Plan (NCCAP), namely: (i) food security, (ii) water sufficiency, (iii) 

environmental and ecological stability, (iv) human security, (v) climate smart industries services, (vi) 

sustainable energy, and (vii) knowledge and capacity development. It should be noted that the climate 

change expenditure tagging endeavor was carried out on a parallel system outside of the 54-digit 

Unified Accounts Code Structure (UACS) that was introduced in 2013 and first applied in the 

preparation of the FY 2014 Budget to minimize the risk of making the UACS too “complicated” for 

users.14   

 

In addition to the formulation and publication of a coding manual for CC-related PAPs, budget and 

planning staff of government agencies had to be capacitated on tagging their climate change-related 

PAPs.  Also, a help desk was installed at the CCC to provide support to national government agencies 

(NGAs) and government-owned-and-controlled corporation (GOCCs) in the initial year of CCET 

implementation.  During this period, an interim system was set up which allows the CCC to evaluate 

the reports submitted by NGAs and GOCCs that documents the basis of their tagging decisions.  This 

system was intended to ensure the quality of the “tagging” done by NGAs and GOCCs.   

 

The distribution of the aggregate climate change spending of the national government across the 

NCCAP strategic priorities is presented in table 5 while the contribution of various national 

government agencies to the aggregate climate change spending of the national government is shown 

in table 6. 

 

 

                                                 
13 A PAP is classified as “CCA-related if it intends to reduce the vulnerability of human or natural systems to the impacts 

of climate change and climate-related risks, by maintaining or increasing adaptive capacity and resilience. Climate change 

adaptation includes the following responses: (i) measures that address the drivers of vulnerability; …some of the drivers 

of vulnerability are poverty, lack of economic assets and lack of knowledge on the risks since they limit the capacity of the 

exposed population to cope properly to climate change; some of the expenditure programs that fall under this category 

include poverty reduction, income and livelihood diversification, and health programs that are specifically designed to 

respond to climate change risks and variability; (ii) measures that directly confront climate change impacts; these types of 

expenditures are those that directly address the impacts or potential impacts of climate change variability, such as 

infrastructures that incorporate climate change risks in their design and/or their implementation to minimize impacts from 

climate change risks. (iii) measures that build resilience to current and future climate risks; building resilience means 

increasing the capacity of the social or ecological system to reach or maintain an acceptable level of functioning or 

structuring while undergoing changes; expenditure programs under this category … include but [are] not be limited to 

reducing land degradation, reforestation programs, climate resilient crop varieties or farming techniques, effective early 

warning systems, and other investments specifically designed to respond to projected climate changes and variability.” On 

the other hand, a PAP is classified as CCM-related “if it aims at reducing greenhouse gas emissions (GHG), directly or 

indirectly, by avoiding or capturing GHG before they are emitted to the atmosphere or sequestering those already in the 

atmosphere by enhancing "sinks" such as forests.”  Climate change mitigation measures include but are not limited “to 

improved energy efficiency, renewable energy projects, reforestation/ improved forest management, and improved 

transport systems”  DBM-CCC JMC 1, s. 2015.  
14 The UACS is consistent with the Classification of the Functions of Government (COFOG).  It was intended to 

harmonize the disparate budget and accounting classification systems, reporting standards, and charts of accounts 

being used by the government and was developed through the joint effort of the DBM, the Bureau of Treasury (Btr) 

and the Commission on Audit (COA). 
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CCET has been found to promote stakeholder awareness and has had the unique advantage of 

providing government and the public a wholistic view of CC-related efforts of various NGAs and 

GOCCs.  It also enhances performance monitoring by allowing oversight agencies to assess not only 

the performance of NGAs/ GOCCs against their individual CC-related targets but also the 

performance of the whole of government CCA/ CCM programme in its entirety.   

 

Prospectively, the LGUs’ share in national taxes is projected to increase by some PhP 250 billion in 

FY 2022 following the Supreme Court ruling on the so-called Mandanas-Garcia petition regarding 

the current interpretation and implementation of what constitutes the LGUs’ just share in national 

taxes (which is currently referred to as Internal Revenue Allotment or IRA) as provided in the 1987 

Constitution and the 1991 Local Government Code (LGC).  In order to ensure the sustainability of its 

government’s fiscal position, the national government proposes to cut the funding for functions that 

have been devolved to LGUs under the 1991 LGC but which some national government agencies 

continue to perform arguably for the purpose of “meeting national objectives. Since the LGUs’ share 

in national taxes is given to LGUs in the form of a block grant, the linkage between the national 

budget and the strategic priorities under the PDP and PDP-RMs will likely be weakened in 2022.  

Given this background, SDG expenditure tagging at the LGU level will be imperative from 2022 

onwards. 
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Table 5. Climate change expenditure, NCCAP strategic priorities, FY 2015-2018

NCCAP 2015

Strategic Priorities Adaptation Mitigation Total Adaptation Mitigation Total Adaptation Mitigation Total Adaptation Mitigation Total

Total CC expenditures (in million pesos) 117,125 10,631 127,756 128,262 8,808 137,070 187,511 10,441 197,952 254,903 8,287 263,190

       % to GDP 0.9 0.1 1.0 0.9 0.1 0.9 1.2 0.1 1.3 1.5 0.0 1.5

       % Distribution (adaptation vs mitigation) 91.7 8.3 100.0 93.6 6.4 100.0 94.7 5.3 100.0 96.9 3.1 100.0

% Distribution across NCCAP Strategic Priorities

Food Security 11.1 2.7 10.4 13.4 3.8 12.8 8.6 5.0 8.4 7.6 3.5 7.5

Water Sufficiency 44.3 0.0 40.6 59.8 0.0 55.9 65.6 0.0 62.2 67.7 0.0 65.5

Ecosystem and Environmental Stability 3.7 68.4 9.1 2.3 94.5 8.3 2.4 68.2 5.8 1.9 61.1 3.8

Human Security 0.4 0.0 0.4 0.3 0.0 0.3 1.4 0.0 1.3 2.7 0.0 2.6

Climate Smart Industries and Services 1.2 0.3 1.1 1.8 0.3 1.7 0.5 17.7 1.4 0.6 21.2 1.3

Sustainable Energy 35.5 28.5 34.9 20.2 1.4 19.0 20.8 9.1 20.2 18.8 11.3 18.6

Knowledge and Capacity Development 3.6 0.0 3.3 2.2 0.0 2.1 0.7 0.0 0.6 0.5 2.5 0.5

Cross-Cutting 0.2 0.1 0.2 0.0 0.1 0.0 0.0 0.1 0.0 0.1 0.4 0.1

1/
 Net of the CC expenditures of Government-Owned and Controlled Corporations (GOCCs) and State Universities and Colleges (SUCs)

Source: DBM, Budget of Expenditures and Sources of Financing

2016 2017 2018
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Table 6. Climate change expenditures, by department and Special Purpose Fund, FY 2015-2017

Adaptation Mitigation Total Adaptation Mitigation Total Adaptation Mitigation Total Adaptation Mitigation Total

Total CC expenditures (in million pesos) 117,125 10,631 127,756 128,262 8,808 137,070 187,511 10,441 197,952 254,903 8,287 263,190

       % to GDP 0.9 0.1 1.0 0.9 0.1 0.9 1.2 0.1 1.3 1.5 0.0 1.5

       % Distribution (adaptation vs mitigation) 91.7 8.3 100.0 93.6 6.4 100.0 94.7 5.3 100.0 96.9 3.1 100.0

% Distribution across Departments and Special Purpose Funds

Departments

Department of Agrarian Reform 0.00 0.00 0.00 0.01 0.00 0.01 0.16 0.00 0.15 0.17 0.00 0.16

Department of Agriculture 11.14 2.67 10.43 13.38 3.77 12.76 6.23 3.76 6.10 5.29 0.56 5.14

Department of Energy 0.00 5.59 0.47 0.00 0.71 0.05 0.00 3.06 0.16 0.00 2.69 0.08

Department of Environment and Natural Resources 4.23 68.71 9.60 2.72 94.46 8.61 2.98 77.45 6.90 2.32 70.27 4.46

Department of Finance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.11 0.00 0.10

Department of Foreign Affairs 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.05 0.00 0.00 0.00 0.00

Department of the Interior and Local Government 0.00 0.00 0.00 0.06 0.00 0.06 0.04 0.00 0.04 0.03 0.00 0.03

Department of Labor and Employment 
2/

0.31 0.00 0.28 0.85 0.00 0.79 0.27 0.00 0.25 0.40 0.00 0.38

Department of National Defense 0.28 0.02 0.26 0.26 0.31 0.26 0.29 0.00 0.27 0.11 0.00 0.11

Department of Public Works and Highways 79.49 0.00 72.88 79.29 0.00 74.20 85.92 0.00 81.38 87.77 0.00 85.01

Department of Science and Technology 3.50 0.70 3.27 2.27 0.56 2.16 0.65 0.52 0.65 0.60 5.38 0.75

Department of Social Welfare and Development 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00

Department of Tourism 0.00 0.01 0.00 0.00 0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Department of Trade and Industry 0.02 0.00 0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Department of Transportation (formerly Department of 

Transportation and Communications) 0.00 22.04 1.84 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Department of Information and Communications Technology 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.09 0.00 0.08

National Economic and Development Authority 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Presidential Communications Operations Office 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Other Executive Offices 
2/

0.04 0.09 0.04 0.07 0.06 0.07 0.07 0.18 0.07 0.14 0.36 0.15

Special Purpose Funds

Allocations to Local Government Units 
3/

0.98 0.18 0.91 1.08 0.14 1.02 0.41 14.97 1.18 0.63 20.74 1.26

Budgetary Support to Government Corporations 
4/

0.00 0.00 0.00 0.00 0.00 0.00 2.99 0.00 2.83 2.36 0.00 2.28

1/
 Net of the CC expenditures of Government-Owned and Controlled Corporations (GOCCs) and State Universities and Colleges (SUCs)

2/
 The CC expenditures of the Technical Education and Skills Development Authority were lodged under the Department of Labor and Employment in FY 2015-2016, and under Other Executive Offices in FY 2017.

3/
 Representing the CC expenditures of the Metro Manila Development Authority

4/
 Referring to the CC expenditures of the National Dairy Authority, the Philippine Crop Insurance Corporation, the Philippine Fisheries Development Authority, the Philippine Rice Research Institute, the Local Water

   Utilities Administration, the Cultural Center of the Philippines, the National Housing Authority and the National Irrigation Administration

Source: DBM, Budget of Expenditures and Sources of Financing

2015 2016 2017 2018
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2.  Budget-results linkage and performance orientation of the budget   

 
As discussed in the previous Section 3.2.1, the OPIF has the potential not only to improve the 

results orientation but also the performance focus of the budget system.  However, the OPIF’s 

success in enhancing the performance orientation in budgeting is more limited in the earlier years 

of its implementation due to a number of issues and challenges, namely: (i) some MFOs were 

defined at a high level of aggregation making it difficult to identify appropriate performance 

indicators, (ii) performance indicators for MFOs were generally poorly crafted, (iii) lack of data 

to measure performance indicators; (iv) OPIF Book of Outputs submitted late to Congress so that 

Congress was unable to use it during Congressional review of the proposed Budget; and (v) mid-

year schedule of the conduct of the DBM’s Annual Performance Review too focused on budget 

utilization at the expense of MFO performance indicators (DBM, 2016a). 

 

Progressive improvements in the performance orientation of the budget process were instituted in 

subsequent years: 

 

 2011: Review of the MFOs and corresponding performance indicators and the 

restructuring of the PAPs to ensure that PAPs are linked to an MFO and aligned with the 

mandate of the agency; 

 2013:  Adoption of the Performance-Informed Budget (PIB) whereby performance 

indicators and targets for each of an agency’s MFOs are presented alongside their 

corresponding budgetary allocation in the 2014 National Expenditure Program (NEP), 

i.e., the budget document prepared by the Executive branch and presented to Congress 

for its review;15 

 2014: Introduction of the Outcome-based Performance-Informed Budget in the 

preparation of the FY 2015 Budget whereby agencies’ performance is measured relative 

to their organizational outcomes as well as outputs; this initiative “strengthens the 

planning-budget-outcomes linkage to the extent that agencies’ organizational outcomes 

are aligned with the sectoral outcomes stipulated in the PDP-RM” (DBM, 2016a);  

 2015:  Introduction of Program Expenditure Classification (PREXC) and programme-

based budgeting whereby agencies’ budgets are restructured by grouping all recurring 

activities and projects under major programmes16; performance information on outputs 

and outcomes and their corresponding budget allocation are then assigned at the 

programme level rather than the MFO level and the organizational outcome level; this 

shift allows better appreciation of the linkage between the PAPs and the specific 

programme they are part of with agency’s organizational outcomes, thereby facilitating 

the assessment of “how well an agency is operating through the strategies it is employing 

to meet targets and objectives; …  [and] the efficiency and effectiveness of agency 

operations and its budget utilization ... at the programme level” (DBM, 2016b). 

 

Prospectively, there is a need to review the PREXC-compliant programme output/ outcome 

indicators for programmes that are tagged as SDG-related in the ongoing SDG-tagging exercise 

currently spearheaded by the NEDA with the end in view of harmonizing them with the SDG 

indicators.   

 

                                                 
15 Prior to this, the performance information was presented in a separate document. 
16 In the context of the PREXC, “a program is a cohesive grouping of activities and projects that contributes to a 

particular outcome of an agency” (DBM, 2016b). 
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3.  Reporting and performance monitoring 

 
National government agencies are mandated to submit Budget and Financial Accountability 

Reports (BFARs) to the DBM on a quarterly basis.17  The BFARs details how well they have 

performed vis-à-vis their output/ outcome targets for each of their programmes and how well they 

have utilized their budgets as documented in their statement of appropriations, allotments, 

obligations, disbursements, and balances (SAAODB).  The DBM then conducts mid-year and 

end-year monitoring and review of agencies’ output/ outcome performance information and 

budget utilization information found in agencies’ BFARs.  

 

Prospectively, when the SDG expenditure tagging has been put in place and when the PREXC-

compliant programme output/ outcome indicators are harmonized and aligned to the SDG 

indicators, the information from the BFARs will provide yearly data on government spending on 

SDG-related programmes and the programme performance vis-à-vis their SDG targets.  Such 

information will provide a useful benchmark against which to compare estimates of additional 

government spending that will be needed in order to attain the SDGs.  

 

 

IV. Government revenue mobilization, tax policy and the SDGs 

One of the Duterte administration’s major initiatives under its 0+10 point socioeconomic agenda 

is the reform of the country’s tax system with the end in view of making it simpler, fairer, more 

efficient, and also more revenue productive so as to enable the government to invest more in 

people and its “build, build, build” infrastructure programme.   

 

The Philippines’ statutory tax rates for the personal income tax, the corporate income tax and the 

value added tax are equal to or higher than those of the ASEAN member countries (table 7). 

Moreover, despite the Philippines’ high statutory tax rates compared to those of its ASEAN 

neighbors, its tax effort ratio (i.e., tax revenues to GDP ratio) is lower than those of Vietnam, 

Thailand, and Cambodia in 2017 (table 8).   

 

As planned, the comprehensive tax reform effort will be undertaken in stages. The restructured 

tax system is designed to have low tax rates and to be broad-based to enhance economic efficiency 

and promote higher and sustained growth, and poverty reduction.  It is comprised of five packages, 

with each package focused on specific area/s of tax policy.  Taken together, the five packages are 

designed to contribute to the overall objectives of tax reform while at the same time protecting the 

government’s aggregate revenue take. 

 

Package 1 of the Comprehensive Tax Reform Program (which has been dubbed as Tax Reform 

for Acceleration and Inclusion or TRAIN) was originally envisioned to (i) repeal current 

provisions on the personal income tax so as to address bracket creep, shift to a modified gross 

income PIT regime for simplicity, and reduce the top marginal rate to 25% over time; (ii) broaden 

the base of the value-added tax (i.e., by eliminating a number of exemptions and limiting zero-

rating to direct exporters); (iii) increase the excise tax on petroleum products; (iv) increase the 

excise tax on automobiles; (v) reduce the estate tax and the donor’s tax; and (vi) earmark a portion 

of the incremental revenues generated from the reform to fund targeted subsidies for the poor and 

                                                 
17 The BFARs include the Quarterly Physical Report of Operation (BAR), SAAODB, List of Allotments and Sub-

Allotments, Statement of Approved Budget, Utilizations, Disbursement and Balances for Off-Budget Funds, and 

Quarterly Report of Revenues and Other Receipts.  
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vulnerable sectors who will be adversely affected by the reform. 

 

 
 

 
 
Package 2 involves (i) reducing the corporate income tax rate in a phased manner from 30% to 

25% in 2021, (ii) rationalizing fiscal incentives to towards one that is performance-based, time 

bound, targeted, transparent; (iii) for existing incentives, setting sunset provision at a maximum 

of 5 years and replacing the 5% gross income earned tax to a reduced corporate income tax rate 

of 15%; (iv) enforcing the minimum corporate income tax; (v) simplifying the corporate 

income tax system. Package 3 is focused on (i) the reform of real property valuation for tax 

purposes, (ii) the rationalization of capital gains tax on real properties, and (iii) the 

rationalization of other property-related taxes and fees (e.g. DST, transfer tax, registration 

fees).  Package 4 involves the reform of capital income taxation, including (i) the reduction of 

the tax on interest income earned on peso deposit and investment from 20 to 12%, (ii) an 

increase in the capital income tax rates for dollar deposits and investment, dividends, equity, 

fixed income, and other investments to 12%, (iii) an increase in  the tax on stocks traded in the 

Brunei Darussalam   0 a/ 18.5% n/a

Cambodia 20% 20.0% 10%

Indonesia 30% 25.0% 10%

Lao PDR 
b/ 24% 24.0% 10%

Malaysia 28% 25.0% 6%

Myanmar 25% 25.0% c/

Philippines 35% 30.0% 12%

Singapore 22% 17.0% 7%

Thailand 35% 20.0% 7%

Vietnam 35% 22.0% 10%

b/ tax rates refer to 2018

Source: for all countries except Lao PDR;  https://home.kpmg/xx/en/home/services/tax/tax-

tools-and-resources/tax-rates-online/individual-income-tax-rates-table.html; 

https://home.kpmg/xx/en/home/services/tax/tax-tools-and-resources/tax-rates-

online/corporate-tax-rates-table.html; https://home.kpmg/xx/en/home/services/tax/tax-tools-

and-resources/tax-rates-online/indirect-tax-rates-table.html; for LAO PDR - 

https://assets.kpmg/content/dam/kpmg/xx/pdf/2018/09/laos-2018.pdf

Personal 

Income Tax

Corporate 

Income Tax
VAT/GST

a/ no personal income tax in Brunei

c/ turnover tax ; no standard rate

Table 7.  Statutory personal income tax rates, corporate inocme tax rates, 

VAT/ GST rates, ASEAN, 2019

1990 1995 2000 2005 2010 2015 2016 2017

Cambodia b/ 2.3 5.3 7.3 7.7 7.3 14.6 14.8 15.8

Indonesia 17.8 16.0 8.3 12.5 12.1 12.0 11.6 11.2

Lao PDR  
b/ 6.1 9,4 10.6 9.7 13.8 13.5 12.9 11.1

Malaysia 
b/ 17.8 18.7 13.2 14.8 13.3 14.1 13.6 13.0

Myanmar 6.2 3.7 2.0 3.2 7.5 7.8 7.2

Philippines 13.2 15.4 13.7 13.3 12.9 14.5 14.6 15.2

Singapore  
b/ 14.8 15.9 14.9 11.6 12.8 13.1 13.4 14.2

Thailand 16.0 16.4 12.8 17.5 16.0 17.6 16.8 16.3

Vietnam 
b/ 11.5 19.1 18.0 21.0 22.4 18.0 17.9 18.6

a/
  excludes social security contributions

b/  refers to central government tax revenues only

Source:  ADB Key Indicators for all countries except Philippines; for Philippines, Philippine Bureau of Treasury

Table 8.  General government tax revenues as % of GDP, 1990-2017  a/
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stock market from 0.5% to 1% on gross selling price, and the (iv) the rationalization of the 

documentary stamp taxes. Package 5 involves taxation of health, environment and luxury 

goods/ services, including (i) an increase in alcohol and tobacco excises after the mandated 

review, (ii) an increase in the coal excise tax, (iii) introduction of  a carbon tax/environment 

tax on based on carbon dioxide  emission, (iv) an increase in tax on mineral products, (v) an 

increase in the tax rate on luxury goods/ services (e.g. jewelry, yacht), and (vi) introduction of 

a gambling tax/ entrance fees for local (like in Singapore). 

 

In late December 2017, Republic Act 10963 (Tax Reform for Acceleration and Inclusion or 

TRAIN) was enacted. The version of the TRAIN that was passed into law  has come to include 

(i) the imposition of an excise tax on sweetened beverages, (ii) an increase in the excise tax on 

cigarettes; (iii) an increase in the excise tax on coal and coke, and (iv) an increase in the 

documentary stamp tax in addition to the provisions of package 1 that are enumerated above.  

Moreover, RA 11346 was signed into law by the President in July 25, 2019 and became effective 

in January 2020.  RA 11346  further increased the higher excise tax rates on tobacco products 

levied under RA 10963 by 25%, imposed an excise tax on heated tobacco products and vapor 

products (or e-cigarettes) and earmarked a portion of the total excise tax collection from alcohol, 

tobacco products, heated tobacco and vapor products, and sugar sweetened beverages for the 

Universal Health Care (UHC).  On the other hand, RA 11467 was signed into law by the President 

in January 22, 2020. It increases the excise tax rates on alcoholic products and exempted the sale 

and importation of prescription drugs and medicines for diabetes, high cholesterol and 

hypertension beginning January 1, 2020; and cancer, mental illness, tuberculosis, and kidney 

disease beginning January 1, 2023.  

A. Tax reform, government revenue generation and the SDGs 

Table 9 and table 10 show that the revenue impact of TRAIN is less than expected.  Although the 

overall tax effort has increased by 0.5% yearly of GDP between 2017 and 2019 to reach 14.7% of 

GDP (col. 3) and 15.2% of GDP (col. 6) in 2018 and 2019, respectively, it is lower than the 

projected overall tax effort of 15.4% of GDP (col. 4) in 2018 and 15.9% of GDP (col. 7) in 2019 

(table 9).  In particular, table 9 shows that the revenue impact of TRAIN is negative if it were 

estimated relative to the tax revenue projection for 2018 and 2019 found in the 2019 and 2020 

Budget of Expenditures and Sources of Financing (DBM, 2019; 2020).   

 

On the other hand, the revenue impact of TRAIN is estimated to be equal to PhP 49.8 billion or 

0.29% of GDP (col. 5) in 2018 and PhP 103.2 billion or 0.55% of GDP (col. 8) in 2019, if the 

revenue impact of TRAIN were estimated as the difference between actual tax revenue and the 

trend levels of tax revenue as in shown table 10.18 These figures, while positive, are much lower 

than the government’s own estimate of the revenue impact of TRAIN of PhP 89.9 billion (or 0.5% 

of GDP) in 2018 and PhP 140.6 billion (or 0.8% of GDP) in 2019 as shown in the 2019 BESF and 

2020 BESF, respectively.  The inconsistency between these two results may be due to the over-

estimation of the trend value of tax effort without the TRAIN as per the 2019 BESF and 2020 

BESF.  Given this perspective, it is evident that more remains to be done in terms of government 

revenue mobilization for the SDGs. Moreover, it is also noted that the remaining packages under 

the government’s comprehensive tax reform programme are intended for the most part to be 

revenue neutral with the exception of the real property valuation reform for tax purposes and the 

introduction of a carbon tax. 

                                                 
18 The trend value of tax revenue refers to the estimated tax effort as projected on the basis of the average annual 

increase in tax effort in 2011-2016. 
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B. Tax reform, changes in tax structure, incentives to households and firms and the 

SDGs 

TRAIN did not only result in increased revenue for the national government, albeit less than 

expected, but it also contains provisions that encourage household and firm behavior that are 

supportive of the SDGs.  This is the intended effect of the additional excise taxes on “sin products” 

such as tobacco and alcohol, as well as on sugar-sweetened beverages.  Proceeds from sin taxes 

are directed to the implementation of major health programmes, including programmes for 

universal health coverage.  On the other hand, the higher tax rates imposed on petroleum products 

and coal is intended to reduce the consumption of these products and the associated pollutive 

effects of the same. 

 

1.  Taxation of tobacco and alcoholic products and health outcomes 

 
Tobacco and alcohol use and health outcomes.  Epidemiological evidence indicates that tobacco 

use “contributes to or aggravates” nine of the ten leading causes of deaths in the Philippines in 

2013-2017, namely, ischemic heart diseases, neoplasms or cancers, cerebrovascular diseases, 

2016 2017 2018 2018 2018 2019 2019 2019

Actual Actual Actual Proj a/ Diff b/ Actual Proj a/ Diff b/

col. 1 col. 2 col. 3 col. 4 col. 5 col. 6 col. 7 col. 8

LEVELS (in million pesos)

Total tax revenues 1,980,390 2,250,678 2,565,812 2,677,431 -111,619 2,827,841 2,955,425 -127,584

   Bureau of Internal Revenues 1,567,214 1,772,321 1,951,850 2,060,162 -108,312 2,175,506 2,271,373 -95,867

   Bureau of Customs 396,365 458,184 593,111 594,881 -1,770 630,310 661,044 -30,734

  Other offices 16,811 20,173 20,851 22,388 -1,537 22,025 23,008 -983

PERCENT OF GDP (%)

Total tax revenues 13.7 14.2 14.7 15.4 -0.6 15.2 15.9 -0.7

   Bureau of Internal Revenues 10.8 11.2 11.2 11.8 -0.6 11.7 12.2 -0.5

   Bureau of Customs 2.7 2.9 3.4 3.4 0.0 3.4 3.6 -0.2

  Other offices 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.0

b/  Difference = actual less projection = revenue impact of TRAIN

Source: Author's estimates

a/  Projected tax revenue for 2018 and 2019, respectively, based on 2019 BESF and 2020 BESF tax revenue projections

Table 9.  Estimated revenue impact of TRAIN measured relative to DBCC projected revenue , 2018-2019 

2016 2017 2018 2018 2018 2019 2019 2019

Actual Actual Actual Trend a/ Diff b/ Actual Trend a/ Diff b/

col. 1 col. 2 col. 3 col. 4 col. 5 col. 6 col. 7 col. 8

LEVELS (in million pesos)

Total tax revenues 1,980,390 2,250,678 2,565,812 2,516,012 49,800 2,827,841 2,724,596 103,245

   Bureau of Internal Revenues 1,567,214 1,772,321 1,951,850 1,988,620 -36,770 2,175,506 2,161,254 14,252

   Bureau of Customs 396,365 458,184 593,111 506,541 86,570 630,310 541,317 88,993

  Other offices 16,811 20,173 20,851 20,851 0 22,025 22,025 0

PERCENT OF GDP (%)

Total tax revenues 13.7 14.2 14.7 14.4 0.29 15.2 14.6 0.55

   Bureau of Internal Revenues 10.8 11.2 11.2 11.4 -0.21 11.7 11.6 0.08

   Bureau of Customs 2.7 2.9 3.4 2.9 0.50 3.4 2.9 0.48

  Other offices 0.1 0.1 0.1 0.1 0.00 0.1 0.1 0.00

a/  Trend value of tax revenue refers to the estimated tax effort as projected on the basis of the average annual increase in tax effort in 2011-2016.

b/  Difference = actual less trend = revenue impact of TRAIN

Table 10.  Estimated revenue impact of TRAIN measured relative to trend values of tax effort , 2018-2019 

Source: Author's estimates
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pneumonia, diabetes mellitus, hypertensive diseases, chronic lower respiratory infections, 

respiratory tuberculosis, and other heart diseases (GBD 2015 Risk Factor Collaborators, Lancet 

2016, PSA 2019).  On the other hand, the harmful use of alcohol is associated with 7 out of the 10 

leading causes of deaths in the Philippines in 2013-2017 (namely, ischemic heart diseases, 

oropharynx, larynx, esophagus, liver, colon, rectum and the female breast cancers, 

cerebrovascular diseases, diabetes mellitus, hypertensive diseases, respiratory tuberculosis, and 

other heart diseases) as well as other diseases not included in the top 10 leading causes of death 

like liver diseases, e.g., alcoholic hepatitis, steatosis, steatohepatitis, fibrosis and cirrhosis (WHO-

Global Status Report on Alcohol and Health 2018, GBD 2015 Risk Factor Collaborators, Lancet 

2016, PSA 2019). In addition, alcohol consumption has also been found to result in alcohol use 

disorders, including alcohol dependence and alcohol-induced mental disorders such as depression 

or psychoses, and high-risk behavior associated with intoxication-induced impairment in 

judgement like unsafe sex, drunken driving, and crimes against women and children (WHO-

Global status report on alcohol and health 2018).  

 

Table 11.  Top causes of death in the Philippines, 2013-2017 
 

 
Source: PSA 2019. 

 
Potential for taxation to reduce tobacco and alcohol consumption. Past Philippine experience 

suggests that increasing the excise tax on tobacco and alcohol products tends to discourage the 

consumption of these products. In December 2012, Republic Act 10351 which restructures the 

excise tax on tobacco and alcoholic products was enacted into law. Prior to its passage, the excise 

tax on tobacco and alcoholic products followed a “multi-tiered tax schedule that is based on the 

net retail price (exclusive of VAT and the excise tax itself) of each brand, with cheaper brands 

being taxed less than the more expensive brands”.  RA 10351 not only increased the effective tax 

rates on tobacco and alcoholic products but also “greatly simplified the tax structure by adopting 

a unitary excise tax rate for cigarettes, fermented liquor and distilled spirits. Such a shift away 

from the existing multi-tiered tax structure will tend to result in greater ease in tax administration 

by minimizing the opportunities for mis-classification or misdeclaration of goods and transactions. 

Furthermore, such a move will tend to minimize the downshifting to cheaper brands thus tending 

to reduce consumption of tobacco products and alcoholic beverages better.”  While this law did 

“not allow for the automatic indexation of the excise tax rates to inflation, it did allow for a 4% 

increase in the excise tax rates yearly from 2018 onwards” (Manasan and Parel, 2013). 

 

 

While it may not directly be attributable to RA 10351, per capita alcohol consumption declined 

from 7.1 liters of pure alcohol in 2010 to 6.6 liters of pure alcohol in 2016 (WHO-Global Status 

Report on Alcohol and Health - Philippine Country Profile 2018).  Similarly, some reduction in 

tobacco use is evident in the country between 2009 and 2015 (DOH and PSA, 2017). To wit: 
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 “The prevalence of current cigarette smoking among adults significantly decreased from 

27.9% in 2009 to 23.8% in 2015 [from 47.2% to 40.1% among men and from 8.8% to 

4.9% among women].  

 The percentage of current smokers who are interested in quitting (60.4% in 2009 to 

76.7% in 2015) and the percentage of smokers who made quit attempts in the last 12 

months (47.9% in 2009 to 52.2% in 2015) both increased significantly. However, the 

proportion of smokers who successfully quit in the past 12 months largely remained 

unchanged from 2009 (4.5%) to 2015 (4.0%). 

 Exposure to secondhand smoke (SHS) in homes (54.4% in 2009 to 34.7% in 2015) and 

in the workplace (32.6% in 2009 to 21.5% in 2015) declined significantly.”  

 

2.  Taxation of sweetened beverages (SBs) and health outcomes19   

 
As indicated above, RA 10963 imposes an excise tax equal to PhP 12 per liter of volume capacity 

on SBs using purely high fructose corn syrup or in combination with any caloric or non-caloric 

sweeteners and a tax equal to PhP 6 per liter of volume capacity on SBs using purely caloric, and 

purely non-caloric sweeteners, or a mix of caloric and non-caloric sweeteners.  On the other hand, 

RA 10963 exempts SBs that use purely coconut sap sugar or purely steviol glycosides from the 

excise tax on SBs.  

 

Epidemiological link between consumption of SBs, obesity and metabolic syndrome20 Proponents 

of a tax on SBs, not only in the Philippines but also in other parts of the globe,21 argue that its 

imposition will help reduce the consumption of SBs and, thus, reduce the risk of obesity and 

associated diseases like diabetes, cardiovascular diseases and some types of cancer.  Related to 

this, a good number of studies provide empirical evidence linking higher intake of SBs, on the one 

hand, and weight gain, diabetes, metabolic syndrome, and lower intakes of healthier diet options, 

on the other. 

 

 A meta-analysis of 32 original articles (20 in children and 12 in adults) on SB-weight 

gain relationship found (i) reductions in body mass index (BMI) gain when SBs are 

reduced in randomized control trials (RCTs) in children, (ii) increases in body weight 

when SBs were added in RCTs in adults, and (iii) more pronounced benefits in preventing 

weight gain in SB substitution trials in RCTs in children (Malik and others, 2013).  

 

 A random-effects meta-analysis of cohort studies comparing SB intake in the highest to 

lowest quantiles in relation to the risk of metabolic syndrome and type 2 diabetes found 

that (i) individuals in the highest quantile of SSB intake (most often 1-2 servings/day) 

had a 26% greater risk of developing type 2 diabetes than those in the lowest quantile of 

SB intake (none or than 1 serving per month), and (ii) individuals in the highest quantile 

of SB intake had a 20% greater risk of developing metabolic syndrome than those in the 

lowest quantile of SB intake (Malik and others, 2010). 

                                                 
19 This subsection is taken almost verbatim from Manasan (2018). 
20 Metabolic syndrome is a cluster of conditions - increased blood pressure, high blood sugar, excess body fat 

around the waist, and abnormal cholesterol or triglyceride levels - that occur together, increasing your risk of heart 

disease, stroke and diabetes. Available from www.mayoclinic.org/diseases-conditions/metabolic-

syndrome/home/ovc-20197517 (accessed 24 August 2017). 
21 A number of countries have imposed a tax on SBs, namely, Norway in 2017, Mexico in 2014, France in 2012, 

and Finland and Hungary in 2011.  A soda tax will take effect in Ireland and the United Kingdom in 2018.  A soda 

tax has also been in place in a number of US cities including Berkeley, San Francisco, Oakland, Albany in 

California, Boulder in Colorado, Seattle in Washington, Cook County in Illinois and Philadelphia.   

http://www.mayoclinic.org/diseases-conditions/metabolic-syndrome/home/ovc-20197517%20accessed%20Aug%2024
http://www.mayoclinic.org/diseases-conditions/metabolic-syndrome/home/ovc-20197517%20accessed%20Aug%2024
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 A meta-analysis of 88 studies on the association between SB intake and nutrition and 

health outcomes found clear associations between SB intake and (i) increased energy 

intake and body weight, (ii) lower intakes of milk, calcium, and other nutrients and with 

an increased risk of several medical problems like diabetes (Vartanian, Schwartz and 

Brownell, 2007).  Moreover, this study documents larger effect sizes in studies with 

stronger methods (longitudinal and experimental vs cross-sectional studies). 

 

Obesity as an emerging risk factor for deaths and disabilities in the Philippines.   

 In 2013, 8.3% of children aged 10-19 and 31.1% of all adults are either overweight or 

obese based on the WHO BMI classification (FNRI, 2015).  Prevalence of overweight/ 

obesity among adults increased persistently from 16.6% in 1993 to 31.1% in 2013. 

 

 In 2013, about 66% of the female adult population exhibits a high waist to hip ratio 

(WHR) which is indicative of android obesity or adiposity, a major risk factor in the 

development of non-communicable diseases.  Moreover, the percentage of female adults 

with high WHR increased from 39.5% in 1998 to 63.2% in 2013.  In contrast, the 

prevalence of high WHR among males adults went up from 6.9% in 2011 to 8.0% in 

2013 (FNRI, 2015).   

 

Is there a negative externality involved in the consumption of SBs?  For a tax on SBs to be 

justifiable on economic grounds, it is not enough to establish the link between the intake of SBs, 

on the one hand, and weight gain, diabetes, metabolic syndrome and cardiovascular disease, on 

the other hand.  It is essential as well that the consumption of SBs result in negative externality/ 

ies.  That is, the consumption of SBs should not only result in health problems for the consumers 

themselves but should also cause the wider public to bear the burden of the economic costs of the 

same.   
 
Some analysts have argued that such negative externality is absent in the Philippines primarily 

because a large part of health care cost is borne by households themselves in the form of out-of-

pocket expense.  While this is true, it should be pointed out that the burden of non-communicable 

diseases associated with weight gain and the intake of SBs is also borne by taxpayers in general 

to the extent that the majority of the less well-off population rely on the public health system which 

is largely financed by general taxation.  At the same, the national government has been paying for 

the health insurance premiums of indigents and senior citizens since 2013.  This move has allowed 

the Philhealth to broaden its coverage from 82% in 2011 to 91% in 2016 with 55% of all Philhealth 

beneficiaries accounted for indigents and senior citizens.  The national government has set aside 

PhP 37 billion for the health insurance premium of indigents and PhP 13 billion for senior citizens 

in 2017.22  Furthermore, excessive consumption of SBs and the associated higher prevalence of 

the various non-communicable diseases (NCDs) also results in loss in economy-wide productivity 

in terms of absenteeism and overall ill-health of the workforce.  

 

Effectiveness of the tax on SBs in reducing consumption of SBs.  Evidence from the Mexico 

experience suggests that (i) the consumption of SBs is responsive to the tax on SBs (i.e., the 10% 

tax on resulted in a 10% reduction in consumption); and (ii) the elasticity of demand for SBs is 

greatest among the poor.  Arguably, the latter finding would tend to mute the regressive impact of 

the SB tax to the extent that “if the poor consume much less soda when its price increases, the 

                                                 
22 Admittedly, however, the poor’s utilization of social health insurance remains limited to date due to various implementation 

issues. 



Government budget and the Sustainable Development Goals: the Philippine experience 

 

30 

poor pay less in tax revenue and will suffer fewer health care costs” (Pratt, 2016).  However, 

international experience also indicates that the SB tax will be more effective if the tax is imposed 

on the sugar content of SBs rather than volume of liquid.   

 

3.  Taxation of petroleum products   

 

The increase in the excise tax rates on petroleum products under RA 10963 are also likely to have 

positive economic efficiency  implications:  (i) reducing road  congestion and  pollution from 

public and private transportation; and (ii) reducing the use of ‘dirtier’ fuel as the tax on diesel 

increases from zero.23   However, the increase in the excise tax on petroleum products will 

naturally result in an increase in the overall price level because petroleum products are inputs in 

the production and distribution of most goods and services.  Ex ante, the Consumer Price Index 

(CPI) is estimated to increase by 0.5% in 2018 (and an additional increase of 0.4% in 2019 and 

.02% in 2020) from its end of December 2017 level because of the increase in the excise tax on 

petroleum products under RA 10963, other things being equal. It is perhaps unfortunate that when 

RA 10963 came into effect the peso depreciated faster relative to the dollar while the world price 

of oil likewise started to rise at an accelerated pace after declining from July 2013 to March 2016 

and remaining fairly stable between April and August 2017. The confluence of these two events 

contributed to the surge in the inflation rate in 2018. It should be emphasized that the increase in 

the CPI due to the change in the excise tax is a one-off event in each of the three years immediately 

after the enactment of RA 10963 in 2017.24 Thus, the contribution of the increase in the excise tax 

on petroleum to inflation varies depending on the period being studied.  For instance, 44% of the 

average increase in the CPI between the end of December 2017 and the end of March 2018 is 

estimated to be due to the increase in the excise tax on these products which came into effect in 

January 1, 2018 while the rest is due the combined effects of the peso depreciation and higher 

world oil prices in January-March 2018.  In contrast, the share of the change in the excise tax to 

the average increase in petroleum product prices to the overall change in CPI between the end of 

December 2017 and the end of May 2018 is down to 21%. 

 
Contrary to conventional wisdom, the incidence of the excise tax on petroleum products is 

marginally progressive based on commonly used summary measure of tax progressivity (e.g. 

Reynolds-Smolensky index).  However, the change in the tax burden borne by the poorest decile 

as a result of the increase in the excise tax on petroleum products when expressed as a percentage 

of household income is even higher than those of the second, third and fourth income deciles.  

This finding suggests that while the tax on petroleum products is good from an efficiency point of 

view, it can hurt the poor.  In the case of the Philippines, the TRAIN law included a number of 

measures (like the provision of unconditional transfers and fuel vouchers to jeepney drivers) that 

mitigate the negative impact on the poor not just of the higher tax on petroleum products but also 

the tax on tobacco and alcoholic products and SBs as well as the broadening of the VAT base.   

 

 

                                                 
23 In other countries, the excise tax rates for diesel are close to that of premium unleaded gasoline (World Bank, 2016). 

The exemption of diesel from the excise tax effectively contributed to the reversal of the diesel consumption trend 

from -1.4% to 3.4% between 2006 and 2013, likely working against the government’s efforts to encourage the use of 

cleaner energy resources (World Bank, 2016).  
24 The methodology used to estimate the impact on inflation of the increase in petroleum excise tax is described 

in annex 1. 
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V. Summary and recommendation 

A. Philippine experience to date: lessons and issues 

1.  Linking planning and budgeting systems and the SDGs 

 
The Philippine planning and budgeting systems are well placed in terms of its capacity to support 

the achievement of the SDGs.  As such, other countries may be able to pick up some good practices 

from the Philippine planning and budgeting systems.   First, all the SDGs can be mapped into the 

priorities of the PDP.  At the same time, the PDP Results Matrices (PDP-RM) support the results 

orientation in the implementation of the PDP by laying out the statements of results to be achieved 

in the medium term, which include the societal goals, intermediate goals, chapter outcomes, and 

aggregate outputs as well as the corresponding indicators, baseline information, and the annual 

and end-of-Plan targets.  The indicators in the RM may be used by the implementing agencies to 

guide them in identifying, planning, programming and budgeting for the programmes, activities 

and projects (PAPs) that will deliver the outcomes and outputs that they are accountable for.  

Achieving greater congruence between the SDG indicators, on the one hand, and the PDP-RM 

indicators, on the other, operationalizes the integration of SDG implementation and PDP 

implementation.  With the mid-term review of the both the PDP and the PDP-RM, NEDA decided 

to expand the list of SDG indicators that are included in the PDP-RM.  Thus, the total number of 

SDG indicators included in the draft updated PDP-RM as of February 2020 stands at 123 (or 79%) 

out of the 155 Tier 1 and Tier 2 SDG indicators, up from 68 indicators (or 44%) in 2017.   

 

Second, the considerably improved and fairly strong emphasis on results and performance of the 

existing government budgeting system provides a solid foundation for the realizing the objective 

of EO 1, s. 2017 to link the annual budget with the PDP and the SDGs so that limited resources 

are allocated and spent on programmes that achieve the desired societal goals and outcomes.  The 

said results and performance orientation of the budget system was not achieved overnight but was 

built up over many years. 

 

 The adoption of the Organizational Performance Indicator Framework (OPIF) in 2005 is 

instrumental in instilling results orientation in the budget system. The discipline required 

of government agencies in formulating their OPIF statements has raised government 

agencies’ awareness and deepened their appreciation and understanding of the causal 

relationship between their agencies’ mandates and the programmes, activities and 

projects that their agencies implement, on the one hand, and the goals and outcomes 

articulated in the PDP. 

 The introduction of a government-wide Medium Term Expenditure Framework (MTEF) 

in 2006 and the Two-Tier Budgeting Approach (2TBA) starting in 2016 promoted the 

alignment of budget allocations with the government’s priorities to the extent that more 

time is made available for the evaluation of spending proposals for new or expanded 

programmes competing for the limited fiscal space. On the one hand, this is achieved 

with the MTEF when the estimation of forward estimates (FEs) are made on a three-year 

rolling basis and the commitment/ agreement of departments/ agencies to use the FE for 

the first outer-year of the previous Budget year as the FE for the current Budget year is 

secured.  On the other hand, this is enhanced under the 2TBA to the extent that it supports 

a more rigorous determination of the forward estimate of the budgetary resources that 

agencies would need to implement their ongoing activities given existing policies, and 

the agencies’ disbursement performance in the last two fiscal years. 
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 The conduct of the Zero-Based Budgeting (ZBB) or selective programme evaluations 

starting in 2011 has been effective in widening the fiscal space by identifying PAPs 

whose budget allocations can be reduced because they are either ineffective or 

inefficiently delivered. 

 While disaggregating government spending by sector using the COFOG system  does 

provide some information on the size of public investment on the SDGs, there is a need 

for a more granular classification system to better track government spending on SDGs, 

e.g. to better understand which SDGs are lagging behind in terms of either meeting the 

targets and/ or budgetary allocation.   

 Progressive improvements in the performance orientation of the budget process were 

instituted in subsequent years: (i) adoption of the Performance-Informed Budget (PIB) 

in 2013 whereby performance indicators and targets for each of an agency’s MFOs are 

presented alongside their corresponding budgetary allocation in the 2014 National 

Expenditure Program (NEP), i.e., the budget document prepared by the Executive branch 

and presented to Congress for its review, (ii) introduction of the Outcome-based 

Performance-Informed Budget in the preparation of the FY 2015 Budget whereby 

agencies’ performance is measured relative to their organizational outcomes as well as 

outputs an initiative the “strengthens the planning-budget-outcomes linkage to the extent 

that agencies’ organizational outcomes are aligned with the sectoral outcomes stipulated 

in the PDP-RM” ;  (iii) introduction of Program Expenditure Classification (PREXC) and 

programme-based budgeting whereby agencies’ budgets are restructured by grouping all 

recurring activities and projects under major programmes or key strategies; performance 

information on outputs and outcomes and their corresponding budget allocations are then 

assigned at the programme level rather than the MFO level and the organizational 

outcome level, an initiative that allows better appreciation of “how well an agency is 

operating through the strategies it is employing to meet targets and objectives; …  [as] 

the efficiency and effectiveness of agency operations and its budget utilization is better 

appreciated at the programme level.” 

 The experience of the government in climate change expenditure tagging has been found 

to promote stakeholder awareness and has had the unique advantage of providing 

government and the public a wholistic view of CC-related efforts of various NGAs and 

GOCCs.  It also enhances performance monitoring by allowing oversight agencies to 

assess not only the performance of NGAs/ GOCCs against their individual CC-related 

targets but also the performance of the whole of government CCA/ CCM programme in 

its entirety. 

 

2.  Government revenue mobilization and tax policy reform 

 
The government is also actively pursuing a comprehensive tax reform programme that aims to 

making it simpler, fairer, more efficient, and also more revenue productive so as to enable the 

government to invest more in people and its “build, build, build” infrastructure programme. To 

date, the amendments to the tax code that have been enacted into law to date have exhibited some 

success in increasing tax effort, albeit not as much as expected and certainly not enough for 

government to fund the investment requirements of achieving the SDGs. Thus, more needs to be 

done in this regard.  

 

The ongoing tax reform programme also contains provisions that encourage household and firm 

to behave in ways that are supportive of the SDGs.  For instance, the excise tax on “sin products” 

such as tobacco and alcohol, as well as on sugar-sweetened beverages are aimed at discouraging 
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the consumption of said products which are known to have negative health outcomes.  Likewise, 

the higher tax rates imposed on petroleum products and coal is intended to reduce the consumption 

of these products and the associated pollutive effects of the same.   

 

It should be emphasized, however, that the restructuring of the tax system will not always have a 

positive effect on the SDGs. For instance, the increase in the excise tax rate on petroleum products 

and the broadening of the VAT base were estimated to increase the tax burden of the poor.  To 

mitigate the negative effect of TRAIN on the poor, RA 10963 provides unconditional cash transfer 

to the poor for a three-year period from the effectivity of the law.  On the other, the proposed 

rationalization of fiscal incentives under Package 2 of the tax reform programme faced resistance 

from the business sector particularly the foreign chambers of commerce and industry and 

Philippine Export Zone Authority (PEZA).  While the proposed reduction in the corporate income 

tax rate under package 2 is well-received by the business sector, the proposed withdrawal/ phasing 

out of the preferential 5% tax on gross income earned in lieu of the regular corporate income tax 

that is currently being enjoyed by existing locators in export processing zones has generated 

considerable negative sentiment on the part of foreign investors and has been blamed for the 

decline in FDI inflows. 

B. Recommendations 

Below are some recommendations towards making the Philippine planning and budgeting systems 

more supportive of the SDGs.  

 

 The SDG expenditure tagging exercise that is implicit in the formulation of the proposed 

SDG Annex in the Socio-Economic Report will surely be helpful to the newly created 

Sub-committee on SDGs under the DBCC when it evaluates the effectiveness of the 

SDG-related programmes of various government agencies. In this regard, government’s 

earlier experience in institutionalizing climate change expenditure tagging (CCET) 

provides some lessons.  In addition to the formulation and publication of a coding manual 

for CC-related PAPs that NEDA is currently doing, budget and planning personnel of 

various government agencies will have to be capacitated on tagging their SDG-related 

PAPs.  Also, a help desk may have to be installed to provide support to national 

government agencies and government-owned-and-controlled corporation (GOCCs) in 

the initial year of SDG-tagging. During this period, an interim system may be set up 

which allows the SDG Sub-Committee under the DBCC to evaluate the reports submitted 

by NGAs and GOCCs that documents the basis of their tagging decisions so as to ensure 

the quality of the “tagging” done by NGAs and GOCCs.     

 

 Current efforts towards SDG localization will have to go beyond what is currently being 

done, i.e., helping ensure (i) that the development framework and the implementation 

strategies in the Provincial/ City/ Municipal Development Plans (P/C/M DP) are 

consistent with those of the 2017-2022 PDP and the accompanying 2017-2022 Regional 

Development Plans (RDPs), 25  and (ii) that the statement of results to be achieved, 

indicators and targets in the P/C/M DPs - RMs are likewise consistent with those PDP-

RM and the RDP-RMs.  In particular, SDG expenditure tagging should also be part of 

                                                 
25 The RDPs contain the sectoral and spatial strategies of the regions that support the attainment of the goals and 

objectives of the PDP, including the SDGs, and address the development concerns of the regions. The RDPs 

provide clear direction for the allocation of public resources in programs, activities and projects that contribute to 

the achievement of goals and objectives of the RDPs (DILG-NEDA Joint Memorandum Circular No. 1, s. 2018).   
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the SDG localization efforts.  SDG expenditure tagging at the local level gains greater 

significance in the context of the larger LGU share in national taxes that is mandated 

under the Supreme Court ruling on the so-called Mandanas/ Garcia petition regarding the 

current interpretation and implementation of what constitutes the LGUs’ just share in 

national taxes.     

 

 The PREXC-compliant programme output/ outcome indicators for programmes that are 

tagged as SDG-related in the recently initiated SDG expenditure tagging exercise will 

have to be reviewed for the purpose of harmonizing them with the SDG indicators. When 

the SDG expenditure tagging exercise has been put in place and when the PREXC-

compliant programme output/ outcome indicators are harmonized and aligned to the SDG 

indicators, the information from the Budget and Financial Accountability Report will 

provide yearly data on government spending on SDG-related programmes and the 

programme performance vis-à-vis their SDG targets.  Such information will then provide 

a useful benchmark against which to compare estimates of additional government 

spending that will be needed in order to attain the SDGs.  

 

On the other hand, this paper offers the following recommendations towards making the tax side 

of fiscal policy more supportive of the SDGs. 

 

 The investment requirement for achieving the SDGs appear to be much larger that the 

additional revenue that can be generated from the government’s comprehensive tax 

reform programme to date. In this regard, there is a need for more revenue productive tax 

and non-tax measures and greater improvements in tax administration.  

 The Philippines has exploited tax policy for purposes beyond revenue mobilization per 

se by taxing public “bads.”  Package 5 of the ongoing tax reform programme includes 

the imposition of a carbon tax that is intended to penalize GHG emissions and, thus, 

would contribute directly towards the achievement of SDG 13. However, such a tax may 

have a negative impact on industrial production and, consequently, overall economic 

growth.  Such tension requires further study. 

 

Finally, in the event that the government’s fiscal capacity is found to be inadequate to address all 

SDG-related investments, it is important to have estimates of the budgetary requirements for the 

achievement of each one of the SDGs (as well as components of some SDGs).  These cost 

estimates will be necessary if policy makers and other stakeholders are to be able to allocate the 

limited funding that is available in a strategic manner across various SDG-related programmes. 
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