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Overview 

3

Responsible and responsive spending and revenue generation are
important elements of good governance. Engagement between citizens
and government is the critical link between responsible spending and
revenue generation, effective accountability for public financial
management, and better delivery of public goods and services.
Mainstreaming people’s participation in local public finance recognizes
the equally important role of citizens and civil society organizations
(CSOs) in good governance, alongside local government units (LGUs).

Ma. Gladys Cruz-Sta. Rita, Cielo Magno, Leilani Galvez, & Jessica Reyes-
Cantos, Towards an Informed Citizens Participation In Local
Governance: Sourcebook on Local Public Finance, p. 1.
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What is Local Public Finance
Management?

Local Public Finance
Management refers to the
systems and protocols
exercised in the conduct of
financial affairs, transactions,
and operations of provinces,
cities, municipalities and
barangays. It explains why
some localities have more
money, or spend money better
than others. In essence, Local
Public Finance covers three
things: (1) the generation of
resources and revenues
primarily through taxes and
transfer of grants from the
national government; 
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In the Philippines, the money that can be
spent by local governments come from
internal sources—business taxes, licenses
and fees, earnings from local publicly-
owned enterprises, and external source—
the National Tax Allotment (formerly
called Internal Revenue Allotment (IRA),
share from the use of National Wealth,
grants and donations, and domestic loans
and credit-financing schemes, and inter-
local government transfers, among others.

(2) the allocation and use of
such resources and revenues;
(3) the management and control
over revenue generation and
resource utilization.

3

An Overview of Local Public
Finance in the Philippines
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Below is a table that shows the powers of local governments to raise revenues or taxes.

Spending by local governments is a
significant portion of total public sector
expenditure. For the period of 2009 to
2018, local governments spent, on
average, 14.7% of national government
expenditures. This included the regular
internal revenue allotment, which is 40%
of the total national taxes collected, and
other programs from different
departments that were downloaded to
LGUs but excluded the Priority
Development Assistance Fund (PDAF) of
senators and members of Congress,
which largely goes to the LGUs since they
are the beneficiaries.
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Figure 1. Local Government Tax Revenues
and Expenditures as shares of National
Government Tax Revenues and
Expenditures, 2009-2018

Source: Philippine Institute for Development Studies 
7

supra note 1, at p. ix.4

Charlotte Justine Diokno-Sicat, Angel Faye G. Castillo, & Ricxie B. Maddawin,
Philippine Local Government Public Expenditure Review: A Survey of National
Government Local Government Support Programs, Philippine Institute for
Development Studies (Dec. 2020), p. 8, https://think-
asia.org/bitstream/handle/11540/13031/pidsdps2048.pdf?sequence=1
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supra note 1, at p. ix.6

The Local Government Code of
1991 mandates local governments
to be partners of the national
government in national
development. The Code
strengthened local autonomy
through decentralization of
certain functions and the
provision of basic services.

8

However, despite the increase in devolved
functions (e.g. provision of basic services
such as health, water, and infrastructure),
the LGUs still feel that funding gaps
remain. For one, many LGUs remain IRA-
dependent. On the other hand, the World
Bank likewise sees absorptive capacities
as a problem for most LGUs.9

supra note 5, at p. 9.7

Sec. 2, Local Government Code of the Philippines8

Rosario Manasan and Ruben Mercado An Assessment of the Absorptive
Capacity of Agencies Involved in the Public Works Sector, Philippine Institute
for Development Studies (Aug 2001).

9



The Problem of Irresponsible
Spending

5

Financial resources are needed
to support the provision of
quality basic services and to
fund local development plans.
Thus, a critical concern at the
local level is “how the money is
earned and spent.”

supra note 1, at p. Ix.10

Id.11

Local Government Finance and Fiscal Decentralization Reform Program,
Subprogram 2: Report and Recommendation of the President, Asian
Development Bank (Nov. 2016), p. 6,
https://www.adb.org/sites/default/files/linked-documents/44253-016-
sd-01.pdf.
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Id.13

Oftentimes, local government budgets and
spending do not pass scrutiny of people’s
organizations and civil society
organizations based in local communities.
Likewise, sources of financing—whether
coming from traditional sources such as
the National Tax Allotment, real property
taxes, or taxes from mineral and natural
resource extraction—remain outside their
radar.

As a result, there are LGUs that exhibit the
patronage-based and/or wasteful pattern
of allocation and spending. Grand but ill-
equipped hospital buildings without
enough doctors, and imposing buildings
of schools that lack appropriate textbooks
and good teachers are stark examples of
such irresponsible spending.

A 2016 report by the Asian Development
Bank (ADB) identified weak public
financial management systems and
underdeveloped and ineffective local
government accountability systems as
development constraints in the
Philippines.
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For instance, the ADB found
that there is an apparent
mismatch between school
requirements and special
education fund spending
patterns by LGUs. The low
technical capacity of local
budget officers and treasurers
indicates that competency
certification systems need to
be established. Yet, despite
these skills-deficit, personnel
expenses comprise a
significant portion of total LGU
spending. These expenses
crowd out maintenance and
other operating expenses
which negatively affect the
delivery of public services.

13
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Addressing the Problem through
Participatory Public Finance

Public participation or citizen engagement
— the two-way interaction between citizens
and government (or the private sector) for
better development outcomes — is
increasingly being recognized as one of
the keys to responsible and responsive
spending and revenue generation by
governments.

14

Figure 2. Dimensions of Citizen
Participation/Engagement

Source: World Bank Group 
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In the Philippines, the role of citizens in
local government affairs is sadly limited
to electing local leaders and engaging
them through petitions, dialogue, legal
suits, or protest actions to adopt or
change policies and regulations. The
Local Government Code and other laws,
however, have opened up other
democratic avenues for people to
influence local policymaking such as the
Local Special Bodies (LSBs) and the
Sanggunian.  16

Worth noting is the recent Department of
the Interior and Local Government Circular
2021-12 on the establishment of a Civil
Society Organization (CSO) Desk and
institutionalization of a People’s Council
in the Local Government Units.

Citizens—represented by CSOs in the
Local Development Council (LDC); Local
Health Board (LHB); Local School Board;
Local Peace and Order Council (LPOC);
and Local Prequalification, Bids, and
Awards Committee (BAC)—may
participate in the planning and budgeting,
expenditure monitoring, procurement, and
monitoring processes. These bodies are
to be organized in all levels of the LGUs—
the barangays, towns, cities, and
provinces.

Participation through the Local
Special Bodies (LSBs)

Local Development Council (LDC)

The Local Government Code requires the
representation of non-governmental
organizations (NGOs) at the LDCs. More
than that, the law says that one-fourth
(1/4) of the members of LDCs should
come from NGOs. 

17

18

Saki Kumagai, Sruti Bandyopadhyay, & Helene Grandvoinnet. Mainstreaming Citizen Engagement in Public Financial Management for Better Results, World Bank, p. 1,
https://openknowledge.worldbank.org/bitstream/handle/10986/34093/Mainstreaming-Citizen-Engagement-in-Public-Financial-Management-for-Better-Results.pdf?
sequence=4.

14

supra note 13, at p. 6.15

supra note 1, at p. 4.16

See Book I, Title One, Chapter 4, Secs. 34-38, Republic Act No. 7160 or the Local Government Code of the Philippines.17

See Book I, Title Six, Secs. 106-109, Republic Act No. 7160.18

https://www.pep-net.org/training-material-cbms


7
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Local Health Board (LHB)

Local School Board

supra note 1, at p. 4.19

supra note 1, at p. 4.20

Book I, Title Five, Sec. 102(a), Republic Act No. 7160.21

Id.23

The LDC may call upon any local official
concerned or any official of national
agencies in the LGU to assist in the
formulation of development plans. Even at
the barangay level, LDCs have the power
and responsibility to mobilize people’s
participation, prepare development plans,
and monitor and evaluate the
implementation of national and local
programs and projects. The LDCs in
towns, cities, and provinces formulate
many of the medium- and long-term
development and investment plans,
programs and policies that guide the
preparation of the annual budgets that are
approved by the local sanggunians and
implemented by the local chief executive.
They are also responsible for formulating
local investment incentives to promote
the inflow and influence the direction of
private capital. Lastly, they also
coordinate, monitor, and evaluate the
implementation of development programs
and projects.

19

20

Similarly, the Local Government Code
requires the representation of NGOs at
Local Health Boards or LHBs. One of the
main functions of the LHB is “to propose .
. . the annual budgetary allocations for
the operation and maintenance of health
facilities and services within the
municipality, city or province, as the case
may be.”  The LHB also serves as an
advisory committee to the local
sanggunian on health matters such as the
necessity for, and application of, local
appropriations for public health purposes.
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A study on community participation in
local health boards found out that
functioning LHBs facilitate community
participation in health decision-making
manifested by more consultations with
communities, more fund-raising activities
and health initiatives, and a higher per
capita expenditure on health.24

The Local Government Code also states
that the Local School Boards should have
one representative each from parent-
teacher associations, teacher
organizations, and non-academic
personnel organizations. One of the
Board’s main functions involve the
determination of the annual
supplementary budgetary needs for the
operation and maintenance of public
schools within the province, city or
municipality and the supplementary local
cost of meeting such needs that will be
funded through the Special Education
Fund (SEF).

The Local School Board is quite different
from other local special bodies as it is
uniquely positioned to determine how the
SEF  will be allocated and spent. Unlike
other local public funds where everything
has to go through the local Sanggunian
for the enactment of an appropriations
ordinance, the Local School Board decides
how the SEF will be spent.
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Book I, Title Five, Sec. 102(b), Republic Act No. 7160.22

Laurie S. Ramiro, et al., Community Participation in Local Health Boards in a
Decentralized Setting: Cases from the Philippines, Health Pol. & Planning 61,
p. 68 (2001), https://pubmed.ncbi.nlm.nih.gov/11772991/.

24

Book I, Title Four, Sec. 98(b), Republic Act No. 7160.25

Book I, Title Four, Sec. 99, Republic Act No. 7160.26

The Special Education Fund is an additional tax on real property imposed
on top of the regular real property tax (usually ½ of 1% of the assessed
value of the real property) collected by LGUs to provide supplemental
funding for public education-related expenditures.

27

https://www.pep-net.org/training-material-cbms
https://www.pep-net.org/training-material-cbms


Even in the area of peace and order, citizen
participation is provided for in the Local
Government Code. The Code references
Executive Order No. 309 of 1987, which
requires the Local Peace and Order Council
(LPOC) to have three (3) representatives
from academic, religious, and civil
organizations.

The LPOC is expected to formulate plans
and recommend such measures which will
improve or enhance peace and order and
public safety in their respective areas of
responsibility. In addition, the LPOC can
also monitor the implementation of peace
and order programs and projects at the
provincial, city or municipal levels and the
operation of Civilian Volunteer Self-
Defense Organizations and such other
counter-insurgency programs and
activities.

The inclusion of two (2) representatives
from NGOs that are represented in the
local development council in the BAC is
mandated by the Local Government Code.
In this committee, the NGOs may
participate in the conduct of
prequalification of contractors, bidding,
evaluation of bids, and the
recommendation of awards concerning
local infrastructure projects.  The
Government Procurement Reform Act
requires one representative from an NGO
and one from a duly recognized private
group in a sector or discipline relevant to
the procurement at hand to sit as
observers in all stages of the procurement
process.

Local Peace and Order Council (LPOC)

Local Prequalification, Bids, and
Awards Committee (BAC)

8

Participation through the
Sanggunians

In addition to LSBs, the Local Government
Code also provides for representation of
sectoral groups in the local sanggunian
(bayan, panglungsod, and panlalawigan).
 
The local sanggunian must approve
contracts entered into by the local chief
executive on behalf of the LGU. Its
concurrence is also needed if the LGU
wants to provide assistance, financial or
otherwise, to people's and non-
governmental organizations for economic,
socially oriented, environmental, or
cultural projects to be implemented within
its territorial jurisdiction.

Figure 3. The Planning-Budgeting Cycle

Source: Sourcebook on Local Public Finance
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See Book I, Title Seven, Sec. 116, Republic Act No. 7160.28

Sec. 1, Executive Order No. 309 (1987).29

Sec. 3, Executive Order No. 309 (1987).30

Book I, Title One, Chapter 5, Sec. 37, Republic Act No. 7160.32
Id.31

Id.33

Sec. 13, Republic Act No. 9184.34

See Book I, Title Two, Chapter 1, Republic Act No. 7160.35

Book I, Title One, Sec. 23, Republic Act No. 7160.36

Book I, Title One, Sec. 36, Republic Act No. 7160.37

supra note 1, at p. 11.38
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To attain the manifold goals of inclusive
growth, poverty reduction, and good
governance at the local level, the
Grassroots Participatory Budgeting
Process (GPB formerly called Bottom-Up
Budgeting) was implemented in 2012. The
strategy hopes to complement the
strategies provided in the Local
Government Code and empower civil
society organizations and citizens’ groups
to engage local government and national
government agencies to be more
responsive to the people’s needs.

Funding for GPB though does not come
from the own coffers of the local
government but from funds set aside by
national government agencies for a set of
recommended menu of projects.

40

Strengthening Power in
Participation: Case Studies

39

Negros Occidental

Under this set-up, local
communities and civil society
groups are encouraged to take
on a more active role in local
governance by articulating their
needs and identifying
development projects to be
integrated in local development
plans.

41

Figure 4. CSO Assembly Attendance in
Three Municipalities of Negros Occidental
for FY 2015

Source: PIDS
44

Information on this section is based on the 2015 discussion paper by the Philippine Institute for Development Studies39

Id.41

supra note 38.42

supra note 38, at p. 2.43

supra note 38, at p. 15.44

Fatima Del Prado, Maureen Ane D. Rosellon, & Gabriel Antonio Florendo, Grassroots Participatory Budgeting Process in Negros Province, Philippine Institute for
Development Studies (2015), p. 1, https://www.econstor.eu/bitstream/10419/127042/1/pidsdps1528.pdf.

40

A report by the Philippine Institute for
Development Studies (PIDS) narrated and
assessed the implementation of the GPB
in three (3) municipalities in Negros
Occidental: Sagay, Hinigaran, and
Cauayan.

The province of Negros Occidental, in
general, is not a stranger to community
organizing and socio-civic movements.
This is evident in the presence of active
CSOs in all three municipalities. As such,
CSO Assemblies were easily conducted in
said areas in 2015.

The PIDS report narrated that the CSO
Assemblies in all three municipalities
were well-attended. Even in areas where
invitations were restricted to accredited
CSOs, the number of actual participants
exceeded the number of CSOs invited to
the forum. The assembly then ended with
a set of projects per sector that was
represented.

42

43

https://www.pep-net.org/training-material-cbms
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Thirty years ago, the potential for the
growth of Naga’s commercial and trade
sectors had significant limitations. The
local economy was weak and employment
was scarce. Business sector confidence
was low, there was widespread
indifference towards development and
little cooperation among the various
sectors of society. These factors were
scaring investors away and thus, the
business tax base of the city government
was weak. Naga also had to contend with
the usual social problems affecting urban
centers such as growing urbanization and
homelessness, rising crime rate, limited
basic services for the citizens, and
rampant illegal gambling.

49

supra note 38, at p. 19-20.45

supra note 38, at p. 26.46

supra note 38, at p. 27.47

Basile Gilbert, Fostering Local Economic Transformation Through
Community Engagement, Federation of Canadian Municipalities
International (Oct. 3, 2011), p. 1, https://ccednet-
rcdec.ca/sites/ccednet-
rcdec.ca/files/philippines_naga_city_case_study.pdf..

49
Id.48

Id.50

The PIDS study concluded with
the observation that a
participatory budgeting process
allowed the local government to
get information directly from
the sectors whose urgent needs
and concerns the LGU should be
aware of and should be able to
address. This resulted in more
specific, sector-based projects.

46

Naga City

In the late 1980s, the Naga City
LGU developed a governance
model that focused on effective
partnerships with civil society
and private sector groups to
foster economic growth.
Through this model, the
Sangguniang Bayan passed the
landmark People Empowerment
Ordinance in 1995, which
established the Naga City
People’s Council (NCPC).

50

The Local Poverty Reduction Action Plan
(LPRAP) Workshop which consisted of
project identification and prioritization
were also attended by the CSOs that
participated in the CSO Assemblies. During
the LPRAP Workshop, different types of
projects were proposed including
infrastructure projects (e.g. ‘farm-to-
market’ roads), livelihood and agricultural
projects, and sector-based projects, and
those that were prioritized were allocated
a percentage of the FY 2015 budget. 45

The GPB is similar to the LDC in terms of
the discussion of problems/concerns and
programs/projects. The difference is that
the identification of needs/projects is
more specific in the GPB, and the projects
and their beneficiaries are identified on a
sector level.  Furthermore, the GPB
process allows implementation of projects
that local or barangay officials may not be
able to identify on their own, as there are
some concerns that do not reach them or
which they are not able to observe,
especially when limited time and resources
only allow them to make rapid appraisals.

47

48

https://www.pep-net.org/training-material-cbms
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Following a participatory model
of governance, after nine years,
Naga City closed its budget gap
and gained international
recognition as a model of
effective and transparent local
government.54

Through the NCPC, the Naga City LGU
expanded the people’s role in governance
provided under the Local Government Code
by mandating CSO representation in all
LSBs,  including legislative communities,
where NGO representatives may propose
ordinances;  and by creating special bodies
and standing committees to study various
issues (e.g., Urban Development and
Housing Board, the Investment Board, and
the Task Force on Labor and Traffic
Management), among others.  It even went
beyond the minimum requirement of CSO
representation in LSBs and even expanded
membership in, for instance, the Local
School Board to include school alumni
associations, retired professionals, among
others.

51

52

53

55

Cagayan de Oro

In the Philippine Development Plan (PDP)
2017-2022, the City of Cagayan de Oro has
been set to become the fourth
metropolitan center in the country by 2025
based on its projected population growth
and functional role. Metropolitan centers
in the Philippines serve as “hubs of
growth” through innovation and advanced
services, culture and tourism, education
and research, transportation and trade,
manufacturing, and technology
development.56

Similarly, a study on the
implementation of the Bottom-
Up Budgeting (BUB) Program—
an initiative aimed at bolstering
inclusive growth, grassroots
empowerment, and good
governance at the local level—
showed that in Cagayan de Oro
City, participatory programs
ignited the participation of CSOs
in local governance and
development in, even those with
no financial capacity to fund
their projects.

supra note 47, at p. 2.51

Michael Scharff, Building Trust and Promoting Accountability: Jesse
Robredo and Naga City, Philippines, 1988 – 1998, Princeton University
– Innovations for Successful Societies (Mar. 2011), at p.8,
https://successfulsocieties.princeton.edu/sites/successfulsocieties/fi
les/Building%20Trust%20Philippines_ToU_1_0.pdf.

52

Id.53

This section was lifted from Dixon Yasay, Civil Society Participation as
A Building Block of Good Governance: The Cagayan de Oro City,
Philippines Experience, 2 ASEAN J. of Community Engagement 65 (Jul.
31, 2018), https://scholarhub.ui.ac.id/cgi/viewcontent.cgi?
article=1020&context=ajce.

55
supra note 50, at p. 1.54

supra note 53, at p. 65.56

supra note 53, at p. 69.57

Like Negros Occidental, Cagayan de Oro
City is not a stranger to an active local
participation in and through CSOs. When
the LGU’s local chief executive was faced
with a City Council peopled with members
of the opposing political party (2013-2016;
2016-2019) that blocked most of the
projects and programs, CSOs organized
the Cagayan de Oro Peoples Council and
came up with peoples’ agenda in five
areas of engagement: food security,
health, environment, peace, and good
governance.57

https://www.pep-net.org/training-material-cbms
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Figure 5. CSO and Women Participation in Cagayan de Oro City (2013-2015)

Source: Yasay
60

From 2013-2015, there has been an increase in attendance in CSO Assemblies—a
gathering where CSOs have the opportunity to come up with proposals for projects which
shall address issues they deem most relevant.  Additionally, the Local Poverty Reduction
Action Plan (LPRAP) Workshop where CSOs and local government officials decide on
which proposed projects would be prioritized and allocated a budget was seen as an
avenue to amplify the concerns of the marginalized, because it had the participation of
people from sectors such as PWDs, victims of disasters, women, and senior citizens, etc.

59

58

The study ended with the observation that while the implementation of the BUB Program
in Cagayan de Oro City was not smooth-sailing —with CSOs being disappointed by the
delayed implementation of the projects brought about by the bureaucratic humps of the
BUB process itself—by 2016, it was able to produce fourteen (14) projects with outputs
such as the distribution of rice to hinterland barangays, provision of educational
assistance to around 430 young men and women, provision of a budget for 18 PWDs
associations to fund various livelihood programs, setting up of water systems in two (2)
barangays of Indigenous Peoples (IPs), and many more.

supra note 53, at p. 71.58

supra note 53, at p. 73.59

supra note 53, at p. 71.60



Issues and Challenges
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There is still no law enabling the
election of a local sector
representative in accordance
with the Local Government Code.
Since the passage of RA No. 7887
which states that an enabling law
is necessary to implement the
election of sectoral
representatives, there has not
been a single law implementing
Section 41(c) of the Local
Government Code. The presence
of the basic sectors in the
sanggunians can go a long way to
ensure proper attention is given
to the concerns of the sectors. 

While efforts of CSOs in
improving participation in public
finance in the Philippines have
been notable and at times
unprecedented, their success has
been hampered by a number of
factors. For one, their impact
depended on the receptiveness of
the government leadership and
bureaucracy, which tended to be
uneven, at best.

61

Even if information is accessible,
there is still concern on the
quality and responsiveness of the
information to what people need
to know. Transparency requires
more than mere availability of
information. Without ensuring
reliability, timeliness, and
relevance, the benefits of
transparency to both government
and citizens are limited. For
instance, an executive director of
a CSO commented that “what the
government sometimes provides
online is disconnected from what
people in an organization like
ours need, such as how many
books or computers are allocated
to a school.”

In some LGUs, the Local Special
Bodies barely function, contrary
to the mandate of the Local
Government Code. There are
areas where LDCs only meet
when necessary,  where CSOs are
not represented in Local Special
Bodies,  or where the Local Health
Boards took on a supportive role
to on-going local and national
programs and performed less of
their expected functions and
responsibilities.

62

63

64

65

Francis Y. Capistrano, The Road to Fiscal Transparency in the Philippines, International Budget Partnership (Nov. 2017), p. 7, https://internationalbudget.org/wp-
content/uploads/the-road-to-budget-transparency-in-the-philippines-ibp-case-study-2017.pdf.

61

supra note 43, at p. 21.62

supra note 1, at p. 57.63

supra note 23.64

Charlotte Justine Diokno-Sicat, Angel Faye G. Castillo, & Ricxie B. Maddawin, Philippine Local Government Public Expenditure Review: A Survey of
National Government Local Government Support Programs, Philippine Institute for Development Studies (Dec. 2020), p. 8, https://think-
asia.org/bitstream/handle/11540/13031/pidsdps2048.pdf?sequence=1 
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Policy Recommendations

Informed citizen engagement
and participation in local
public finance processes is an
important part of ensuring that
the money citizens contribute
to the community’s coffers is
not recklessly spent. The
Philippines has gone a long
way in terms of providing an
avenue for CSOs, basic sectors,
and stakeholders other than
the government, to play a
significant part in all levels of
local public finance. However,
gaps and issues in
implementation, the quality of
information, and receptiveness
of local governments, all of
which would make
participation meaningful, still
persist. These are crucial areas
that LGUs must pay attention
to, if responsible, responsive,
and sustainable fiscal
management, a pillar of
development, is to be attained.

Conclusion

14

LGUs should take part in advocating
citizen engagement and participation
in local public finance. The case
studies show that a supportive and
proactive local government,
complemented with a vibrant CSO
sector is the key in strengthening and
increasing the participation of local
communities in the planning and
budgeting process. 

LGUs would benefit from strong
participation from women’s groups
towards more gender-responsive and
child-friendly local plans and budgets.
Strong participation from women’s
groups will make it easier for LGUs to
come up with activities related to
gender and development.

LGUs should develop an effective
monitoring system. The real impact of
participatory planning and budgeting
strategies on the communities will be
tangible only after proper
implementation of the projects. This
necessitates consistent monitoring
and evaluation. 

A database for the LGU is critical for
planning and assessing impacts of
programs/projects. A study by PIDS
found that almost all of the local
government officials and sector heads
interviewed indicated the usefulness
and benefits of reliable data for
planning and project identification.
This has prompted some LGUs to
pursue a Community-Based Monitoring
System (CBMS).

66

supra note 23, at. P. 32.66


