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PUBLIC SECTOR MANAGEMENT SUB-SECTOR ASSESSMENT (SUMMARY): PUBLIC 
EXPENDITURE AND FISCAL MANAGEMENT1  

 
A. The Overall Fiscal Position and Tax System 
 
1. For the past three decades, the Philippines has mostly suffered from fiscal imbalances. 
The limited fiscal space led to the consistent under-provision of public services. Historically, the 
country's public spending on infrastructure, education, and health has been low relative to other 
countries in the region, both as a percentage of gross domestic product (GDP) and as 
percentage of total public expenditure.2 Several business surveys and growth diagnostic studies 
identify the deteriorating infrastructure as one of the key binding constraints to the country's 
economic growth.3 Underinvestment in the social sector has also prevented the country from 
addressing the relatively high inequalities and increasing poverty. 
 

Figure 1 : Overall Fiscal Balance 
(% of GDP) 

Figure 2: Tax-to-GDP Ratio 
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   Source: Department of Finance. 
   GDP = gross domestic product 

CIT = corporate income tax, GDP = gross domestic 
product, PIT = personal income tax, VAT = value-added 
tax. 

  Source: Department of Finance. 

 
2. The country has made significant progress in fiscal consolidation since the mid-2000s 
(Figure 1). Fiscal deficits, as a percent of GDP declined from 5.0% in 2002 to 0.2% in 2007, 
supported by expenditure restraint, privatization of assets, and major tax reforms in 2005/06, 
which broadened the value-added tax (VAT) base, increased the VAT rate from 10% to 12%, 
and increased the corporate income tax (CIT) rate from 32% to 35%.4 The reforms raised the 
tax-to-GDP ratio from 12.1% in 2002 to 13.5% in 2007 (Figure 2). The national Government's 
debt was brought down from 67.1% of GDP to 53.9% over the same period. The better fiscal 

                                                
1
 This linked document replaces the Fiscal Policy Assessment (Summary) in CPS, 2011–2016 and COBP, 2013-2015. 

2
  Economic Analysis Summary (accessible from the list of linked documents in Appendix 2 of the country partnership 

strategy, 2011-2016). 
3
  For example, ADB. 2007. Philippines: Critical Development Constraints, Manila and M. A. Bocchi. 2008. Rising 

Growth, Declining Investment: The Puzzle of the Philippines. Policy Research Working Paper 4472.  
4
  The VAT base, which was introduced in 1998 with a single rate (10%), was broadened to cover services in 2004 

and petroleum products and electricity in 2005. The VAT rate was increased to 12%. With the rate increase, the 
VAT-to-GDP ratio rose from 1.65% in 2004 to 2.18% in 2007.  

http://www.adb.org/Documents/CSPs/XXX/default.asp
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position gave room for the stimulus package to mitigate the crisis impacts since 2008. The 
economy has shown a strong recovery and the GDP growth rate reached 7.6% in 2010, the 
highest in the last three decades.  
 
3. However, the impact of the 2005/06 VAT reforms was short-lived, as the tax-to-GDP 
ratio has begun to decline and fiscal pressure has been growing since 2009. While the stimulus 
spending and post-calamity restructuring expenses after tropical storm Ondoy in 2009 
contributed to the larger deficit, an aggravating factor lies in the country's weak revenue 
mobilization capacity. The combination of accelerating spending and weak revenue collection 
drove the fiscal deficit to 3.7% of GDP with a debt-to-GDP ratio of 54.8% in 2009. Tax revenues 
were eroded to 12.2%of GDP in 2009, the lowest since the 2005/2006 tax reforms (Figure 2). 
While the falling revenues can be traced partly to the economic slowdown in 2009, the country's 
tax system has several structural weaknesses. 
 
4. In the Philippines, the VAT, CIT, and personal income tax (PIT) make up for over two-
thirds of total tax revenues. Although the statutory tax rates are higher than in neighboring 
countries, the revenues generated as a share of GDP are not proportionally higher than the 
neighbors’. Although the share of indirect taxes (VAT, excise taxes, and customs duties) has 
been decreasing, they still accounted for about half of total tax revenues in 2009. The country's 
overall tax system is relatively regressive compared with other countries in the region. 
 
5. Business surveys show that a high tax rate is one of the key problems in doing business 
in the country. The current VAT rate of 12% is slightly higher than the rate in other countries in 
the region. However, the CIT rate of 30%, which has dropped from 35% in 2009, is comparable 
with the rate in neighboring countries (Table 1).5 PIT rates, both the maximum (34%) and the 
minimum (5%), are also comparable with other countries.  
 

Table 1: Statutory Tax Rates 
 

Tax rate (%) VAT CIT 
PIT 

Max. Min. 

 
East Asia & Pacific (2006) 10.7 27.6 29.4 9.4 

PRC (2006) 17.0 33.0 35.0 5.0 

Republic of Korea (2007) 10.0 27.5 35.0 8.0 

Indonesia (2007) 10.0 30.0 35.0 5.0 

Malaysia   (2006) 10.0 27.0 27.0 1.0 

Philippines (2010) 12.0 30.0 34.0 5.0 

Thailand   (2007) 7.0 30.0 37.0 10.0 

Viet Nam (2007) 10.0 28.0 40.0 10.0 
CIT = corporate income tax;  PIT = personal income tax; VAT = value-added tax. 

Source: ADB. 2010. Tax Reforms towards Fiscal Consolidation. Philippine Country Office 
Policy Note (July). Manila. 

 
6. The CIT is complex and characterized by a variety of tax incentives for investment, 
export, job creation, and regional development. Investment promotion agencies have provided a 
wide range of incentives for registered firms such as income tax holidays, exemptions from VAT 

                                                
5
  In the 2005 tax reform, the CIT rate was increased from 32% to 35% as a temporary measure (from November 

2005 to the end of 2008) to increase tax revenues.  
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and import duties, and deduction of wage bills from taxable income. 6  However, some studies 
including a study funded under an Asian Development Bank (ADB) Technical Assistance (TA) 
find that tax incentives are "redundant" for over 50% of firms, meaning that those firms that were 
granted the tax incentives would have invested irrespective of receiving the tax incentives.7 
Reside (2006) estimates that the Government's revenue loss from redundant incentives could 
be as large as 1% of GDP.8  
 
7. Erosion of the VAT base is another major concern. In the 2005/06 tax reforms, the 
authorities broadened the VAT base. However, several policy measures reversed the initial 
broadening of the base. In 2009, for example, the VAT on electricity transmission was replaced 
with a lower yielding franchise tax to reduce the domestic price of electricity, and senior citizens' 
spending on medical goods and services was excluded from the VAT base in 2010 (Table 2).  
 

Table 2: Negative Revenue Impact Laws 

RA9337 2005 Corporate Income Tax Reduction

RA9504 2008 Individual Income Tax Relief

RA9505 2008 Personal Equity and Retirement Account

RA9511 2008 Imposition of Franchise Tax on Power Transmission in lieu of 

all taxes

RA9593 2009 Tourism Incentives

RA9648 2009 Abolition of Documentary Stamp Tax (DST) on Secondary 

Trading of Stocks

RA9679 2009 Incentives under the Home Development Mutual Fund Charter

RA9728 2009 Bataan Freeport

RA9856 2009 Real Estate Investment Trust Incentives 

RA9994 2010 VAT Exemptions of Selected Goods and Services Purchased 

by Senior Citizens

RA9999 2010 Tax Deductibility of Actual Free Legal Services Rendered for 

the Poor

RA10001 2010 Restructuring of DST on Life Insurance Policies and 

Reduction of Premium Tax on Life Insurance Policies from 

5% to 2%

RA10020 2010 Migrant Workers and Overseas Filipino Act (Abolition of DST 

on OFW Remittances)

RA10026 2010 Income Tax Exemption and Condonation of Unpaid Taxes for 

Local Water Districts

RA10083 2010 Creation of Special Economic and Freeport Zone in Auroa

Law Year

 
Source: R. G. Manasan. 2010. Financing the MDGs and Inclusive Growth in the Time of Fiscal 
Consolidation. Manila 
DST = documentary stamp tax, OFW = overseas Filipino worker. 

                                                
6
  They include mainly Board of Investments, Philippines Economic Zone Authority, Base Conversion and 

Development Authority, and Subic Bay Metropolitan Area. 
7
  ADB. 2010, Philippines: Strengthening Investment Climate and Competitiveness. TA report prepared under ADB. 

2007. Technical Assistance to the Republic of the Philippines for Strengthening Investment Climate and 
Competitiveness. Manila. 

8
 R. E. Reside. 2006. Towards Rational Fiscal Incentives: Good Investments or Wasted Gifts? Quezon City: 

Economic Policy Reform and Advocacy Consortium. Manila. 
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8. Compliance with the PIT has been low, and thus its progressivity has been falling over 
the years. The relative share of tax paid in total spending of relatively high income households 
has been declining compared to that of lower income households (Figure 3). The bulk of the 
problem arises with poor tax administration, in particular for self-employed individual 
professionals.  
 

Figure 3: Progressivity of PIT 
(tax paid as % of total household expenditure by 

expenditure quantile) 

Figure 4: Excise Tax Revenues 
(% of GDP) 
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Source: ADB. 2010. Tax Reforms towards Fiscal 
Consolidation. Philippine Country Office Policy Note 
(July). Manila. 
PIT = personal income tax 

Source: Department of Finance 
GDP = gross domestic product 

 
9. Excise taxes are levied on tobacco, alcoholic products, and petroleum products. A law  
restructuring excise taxes on alcohol and tobacco products (Repulic Act 10351) was approved 
in December 2012 with the following key features: (1) removal of the price/brand classification 
freeze, with the tax classification of alcohol and tobacco products to be determined every two 
years; (2) gradual shift to a unitary taxation to simplify the previous multi-tiered structure, to 
prevent downshifting to lower-priced brands, and to discourage consumption of tobacco sin 
products; (3) annual indexation of excise tax rates to prevent erosion by inflation correcting the 
existing system of non-indexation which has eroded the tax burden over time; and (4) 
compliance with the World Trade Organization ruling on distilled spirits. Government expects to 
raise additional revenues worth about P34 billion (about 0.3% of GDP) from the law on the first 
year of implementation.    
 
10. Overall, the country's tax productivities of major taxes (VAT, CIT, and PIT) are 
significantly lower compared with other countries in the region (Figure 5). Tax productivity is a 
conventional index to measure how effectively the tax system produces revenues. 9  The 
country's tax productivities, in particular VAT (0.18) and CIT (0.11), are far below the region's 

                                                
9
  For each tax, the productivity is measured as the ratio of the tax revenues to GDP divided by the standard tax rate, 

i.e., (tax revenue/GDP)/(tax rate). It can thus be regarded as a ratio of actual tax revenue to the hypothetical tax 
revenue (GDP*tax rate), which reflects the extent to which the revenue generating capacity of a country has been 
exploited by the Government.   
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averages (averages in East Asia and Pacific region are 0.49 for VAT and 0.20 for CIT). The 
productivity of PIT (0.06) is also lower than the region's average (0.16), while it is comparable 
with other countries in the region. This suggests that the tax collection authorities have failed to 
collect adequate amounts of major taxes, given the available tax bases. The low productivities 
signal the presence of significant tax loopholes and weak tax administration in the country. ADB 
estimates that, if the tax productivities of major taxes could increase to the level of 75% of the 
regional average, the country’s tax-to-GDP ratio could rise by 4.6 percentage points.10  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
11. The overall capacity of the country's tax administration is weak. The Philippines has the 
lowest ratio of tax staff-to-overall population (0.13) in the region (0.49), and the highest ratio of 
taxpayers (609)-to-a tax staff in the region (579). Although the indexes suggest that the 
country's tax authorities work in a relatively efficient manner, they also imply the lack of tax 
mobilization effort by the authorities. In 2005, the Government offered the tax authorities a 
system of rewards and punishments, depending on whether they exceed their annual revenue 
targets or fail to meet them.11 However, the reform has not yet produced significant results. 
 
B. The Medium-Term Fiscal Framework 
 
12. The fiscal deficit has broadly narrowed from 3.7% of GDP in 2009 to 2.3% of GDP in 
2012, broadly in line with the Government’s medium-term fiscal consolidation goal.  Amidst high 
Government debt (51.4% of GDP as of 2012, though falling from 74.4% of GDP in 2004), the 

                                                
10

  ADB. 2010. PhCO Policy Note: Tax Reforms towards Fiscal Consolidation: Policy Options for the Incoming 
Administration. July. Manila. 

11
 The Lateral Attrition Law (RA9335) allows the creation of a reward and incentives fund at the Bureau of Internal 
Revenue and Bureau of Customs equal to at least 15% of the difference between their actual collection and 
revenue targets, and provides that officials and employees may be removed from the service if their revenue 
collection falls short of the target by at least 7.5%.  

Figure 5: Tax Productivities 
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Office Policy Note (July). Manila. 



6 

Medium-Term Fiscal Framework targets to contain the fiscal deficit at 2.0% of GDP from 2013-
2016 (Figure 6) supported by (i) sustained tax administration improvements, excise tax reforms, 
and rationalization of fiscal incentives to investors; (ii) results-oriented expenditure 
management; (iii) public private partnerships (PPPs) for infrastructure investments; and (iv) 
enhanced operations of Government-Owned and Controlled Corporations (GOCCs). The 
Government targets increasing the tax-to-GDP ratio from 12.1% actual level in 2010 to 15.6%by 
2016.  
 

13. The fiscal framework reflects 
the authorities’ key strategy to 
bridge budget gaps by improving tax 
administration rather than adjusting 
tax rates. Key measures being  
taken include  (i) revitalize RATS, 
RIPS, RATE; 12 (ii) establish a tax 
registry; (iii) utilize third party data 
for determining the potential tax 
base; (iv) develop the capacity of tax 
officers; and (v) institutionalize an 
effective reward and penalty system 
under the Lateral Attrition Law.13  
 
14. To complement efforts on tax 
administration enhancements, the 
authorities are considering the 
following tax reforms: (i) 
rationalization of the fiscal incentives 
to investors, (ii) enactment of a fiscal 
responsibility law, and (iii) review of 

unnecessary tax exemption laws. In particular, a fiscal responsibility law is expected to instill 
fiscal discipline by establishing financing sources for new expenditure proposals.  
 
C. Fiscal Risks 
 
15. Fiscal risks are related mainly to macroeconomic shocks and realization of contingent 
liabilities. The former includes economic growth, foreign exchange rate, interest rate, and oil 
price. These macroeconomic indicators affect revenues, expenditures, and the financing of the 
budget and public debt. Contingent liabilities include risks stemming from explicit and implicit 
debt guarantee for public enterprises.   
 

1.  Risks Related to Macroeconomic Shocks14 
 
16. The debt sustainability assessment (DSA), conducted by the Department of Finance 
(DOF) in 2010, shows that both national Government debt (NG debt) and nonfinancial public 

                                                
12

  Run After The Smugglers (RATS), Revenue Integrity Protection Service (RIPS), and Run After Tax Evaders 
(RATE). These programs were established in 2005 to strengthen the Government's anti-corruption drive and to 
discourage the public from evading the payment of proper taxes and duties.  

13
  Footnote 10. 

14
 This section depends on the latest Debt Sustainability Assessment, conducted by the Department of Finance 
supported by ADB TA Improving Public Expenditure Management 2, and World Bank. 2009. Philippine 
Development Report 2009. Manila 

Figure 6: Fiscal Framework, 2013–2016 
(% of GDP) 
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sector (NFPS) debt are broadly sustainable (the baseline scenario).15 While the assessment 
expects a slight increase in debt levels in 2009–2010 as the impact of the global financial crisis, 
it predicts a gradual drop of NG debt and the NFPS debt-to-GDP ratio to 54.8% and 57.9%, 
respectively, in 2014. The DSA assumes revenue reforms to attain the Government’s primary 
deficit at 2% of GDP by 2014 through a continued improvement of the tax-to-GDP ratio to 17.9% 
in 2014. 
 
17. The DSA highlights that public debt remains vulnerable to macroeconomic risks, in 
particular shocks to GDP growth and public deficits. The results of stress tests indicate that a 
2.6 percentage point lower growth in GDP (than the baseline scenario) can lead to an 8.9 
percentage point higher NG debt-to-GDP ratio in 2014, and that a 1.8 percentage point larger 
budget deficit will lead to a 6.6 percentage point higher NG debt-to-GDP ratio in 2014. The 
country’s public debt is still vulnerable to the variation of GDP growth and evolution of public 
deficit. It is thus critical to sustain higher growth and improve the fiscal position for debt 
sustainability reasons. The evolution of NFPS debt follows a similar pattern to the NG debt.  
 
18. The authorities’ debt-management strategy includes lengthening the loan maturity profile 
and increasing the reliance on domestic capital sources. The setting up of a Debt and Risk 
Management Division under DOF is aimed at strengthening debt management strategies. The 
Government is also pushing for a fiscal responsibility law under which proposals to grant fiscal 
incentives or permanent increases in national Government expenditures would require 
corresponding revenue-raising measures or offsetting spending cuts. 
 

2. Risks Related to Contingent Liabilities16 
 
19. Contingent liabilities in the Philippines include risks stemming from GOCCs, PPPs build-
operate-transfers (BOTs), the financial sector, local government units, tax credit certificates, and 
natural disasters. The realization of contingent liabilities accounts for a large share of fiscal risks 
in the country.  
 
20. Despite the privatization program started in the late 1980s, the country still has as many 
as 786 GOCCs, of which 14 major GOCCs have been monitored by DOF. Excluding the Central 
Bank, GOCCs’ assets and liabilities reached 56% and 30% of GDP in 2007, respectively. Since 
most GOCCs have dual mandates — social and commercial objectives — they bear the cost of 
social programs that should ideally be financed by the budget. They receive preferential 
treatment such as tax exemptions, budgetary support in the form of operational subsidies, 
access to loans, and sovereign guarantees on their debts.  
 
21. GOCCs have been a net financial drain on the Government budget. Excluding 
privatization receipts, net transfers to GOCCs from the national Government budget have been 
positive since 2003. For example, the net transfer reached 2.5% of GDP in 2008. In addition, 
the Government provides guarantees for GOCC loans and bonds. As of October 2008, 
Government guarantees have amounted to 8.2% of GDP, predominantly on foreign borrowings 
of GOCCs (6.2% of GDP). Significant fiscal risks remain from large GOCCs that continue to 

                                                
15

 The baseline scenario assumes an average annual real GDP growth of more than 5.7%, average nominal interest 
rate on public debt at 5.6%, exchange rate at P45, and a gradual decrease of primary deficits to 2% of GDP in 
2014. The non-financial public sector debt includes the national Government debt and money borrowed by public 
entities and guaranteed by the national Government.  

16
 This section draws on World Bank. 2009. Philippines Development Report 2009, and ADB. 2008. Government-
Owned and -Controlled Corporations Reform. Prepared under ADB TA Government Owned and Controlled 
Corporations Reform Project. 
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engage in loss incurring operations.17 Currency depreciation can increase debt-service costs 
and foreign exchange losses. Further, GOCCs’ limited revenue capacity, which stems from the 
difficulty in adjusting prices for political/ social/ regulatory reasons, adds fiscal risks.  
 
22. Since 2001, the authorities, in particular DOF, have ordered all GOCCs to submit their 
foreign borrowing proposals for approval prior to loan negotiations. Further, DOF has also 
reviewed the financial condition of GOCCs. However, its monitoring has been limited to the 
major GOCCs, and its capacity has been limited due to erosion of technical capabilities in DOF.   
The authorities aim to strengthen their oversight of GOCCs. The GOCC Governance Act signed 
into Law in June 2011 aims to foster financial viability and install fiscal discipline in GOCCs. A 
Governance Commission for GOCCs will be established to regularly evaluate the operations 
and financial performance of these entities and assess if there is a need for streamlining, 
privatization, or abolition. The commission will also regulate the compensation and position 
classification of officers and employees of GOCCs, and the appointment of boards of 
directors/trustees to ensure compliance with a set of standards on integrity, education, training, 
and experience.  
 
23. Since the BOT law came into effect in 1993, the country has had a long tradition of 
private sector participation in infrastructure projects. Major BOT projects have been prepared 
and implemented in the power, water, and transport (rail lines, toll roads) sectors. The 
Investment Coordination Committee reviews national-level BOT projects to identify their fiscal, 
monetary, and balance of payment implications. However, technical, legal, and financial 
capabilities to negotiate contracts to minimize fiscal cost and risks are limited. Despite concern 
of the Investment Coordination Committee team, some projects were pushed though in light of 
their social desirability. 
 
24. Fiscal risks stemming from the BOT relate to political/regulatory risk, change in law, 
currency convertibility, and events of termination. In some projects, the private sector was 
prevented from adjusting tariff rates for political reasons, which triggered compensation 
provisions. For example, independent power project contracts include a market risk guarantee, 
where fixed contractual payments (or minimum revenue stream) in foreign currency are made 
by the Government. A major risk in the BOT projects lies in buy-out provisions in the event of 
default. Although the possibility of default is not high, a study estimates that the aggregate buy-
out cost could have reached 12% in 2005.18 
 

D. Results-Based Expenditure Management 
 
25. DBM has been in the process of implementing and improving its Organizational 
Performance Indicator Framework (OPIF) since 2000 with support from the ADB and other 
development partners. OPIF seeks to drive performance efficiency improvements by 
strengthening accountability of national Government agencies for results. Through OPIF, budget 
allocation to agencies is to be informed by results rather than by input and activity monitoring.19 
ADB has assisted the DBM to review OPIF result frameworks and the agencies’ budget 
structures, with the primary objective of aligning Major Final Outputs (MFOs) with programs and 

                                                
17

 These include the National Food Authority (NFA), the Philippine National Railways (PNR), and the Light Rail 
Transit Authority (LRTA).  

18
  G. M. Llanto. 2007. Reforming the BOT Law: A Call of the Times, Philippine Institute for Development Studies, 
PIDS Policy Note 1. 

19
  Detailed information on the rationale and approach taken can be accessed through: Government of the Philippines, 
Department of Budget and Management. 2012. OPIF Reference Guide: Organizational Performance Indicator 
Framework A Guide to Results-Based Budgeting in the Philippines. Manila. http://www.dbm.gov.ph/?p=3207 
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activities. This was to enable the inclusion of MFOs in the General Appropriations Act (GAA) for 
2008 and more recently for GAA 2014.  
 
26. The impetus to OPIF recently received two significant boosts. First, at the request of the 
President of the Philippines, a Performance Based Bonus for Government organizations and 
employees was introduced, using OPIF performance indicators (PIs) as a key measurement 
component of the Performance Based Bonus.20 Secondly, a recent International Monetary Fund 
mission recommended to incorporate the MFO definitions and PIs into the National Expenditure 
Program Budget Book.  
 
27. TA 7190 PHI: Harmonization and Development Effectiveness (TA 7190) provided 
assistance to DBM and other budget dependent agencies to revise their MFOs, their 
program/activity/project structures and to reformulate the MFO PIs into an integrated set, 
consistent with the recently published OPIF Reference Guide. As part of TA 7190, the MFO and 
budget structures of over 270 agencies were reviewed and refined, along with over 315 MFOs 
and 2,700 PIs. A Performance Indicator Register (PIR) was developed, which was to be 
incorporated as part of the relational database. However, there was insufficient time under TA 
7190 for the consultants to support the completion of the PIR, and some fields that are critical to 
the long-term sustainability of not only the work done under TA 7190, but also OPIF, remain 
incomplete.  
 
28. The utilization of performance data has been problematic in the Government sector.   
Statistics were overly focused on sub-categories of quantities of sub-outputs rather than the 
MFOs, with few quality or timeliness indicators and no formalized linkage between MFOs and 
sector outcome indicators and targets. The statistics were compiled manually and printed in a 
separate budget book, the OPIF Book of Outputs. The manual compilation of statistics stored in 
Excel or Word tables from diverse sources meant that it was impossible to undertake 
comparative analysis since MFOs were not defined across agencies according to consistent 
standards, and PIs were likewise defined using disparate standards and interpretations. TA 
7190 has largely addressed those issues and created a significant degree of standardization 
among MFOs and their PIs. However, unless the PIR is institutionalized, there is a high risk that, 
in a short period of time, the standards that have been built into the revised OPIF will erode over 
time and the comparability of MFOs and PIs between agencies will be compromised. 
 
29. Institutionalization of the PIR requires a number of tasks to be undertaken, including: 

 The completion of the field, PI Calculation Methodology, which is intended to 
document the way in which each of the 2,700 PIs is to be calculated from one year to 
the next; 

 The completion of the field, Data Sources, which is intended to ensure the data to be 
incorporated into the PI statistical calculation is sourced according to the standard 
inclusions and, where there is a sampling survey required, the sampling and survey 
exercise is undertaken using a consistent approach from year to year;  

 A database management manual drafted and operationalized, with formal processes 
and procedures where any changes to the database are to be considered; and 

 Trainings and handholding conducted for DBM and national Government agency 
staff. 

 
 

                                                
20

  Government of the Philippines, DBM. 2011. Guidelines on the Review of Major Final Outputs and Performance 
Indicators and Restructuring of Programs, Activities, and Projects. National Budget Circular No. 532. Manila. 
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ADB Interventions 

 
30. ADB has supported the country’s tax and public resource management reforms through 
the Development Policy Support Program. Key areas included in the program are fiscal 
consolidation and governance in public financial management. The latest program (subprogram 
3 in 2008) supported reforms for tax policy reforms for revenue mobilization; strengthening tax 
administration and enforcement; reducing inefficient spending; strengthening the debt 
management strategy, including management of contingent liabilities and fiscal risks; and other 
key areas in public financial management such as budget preparation, executing, reporting, and 
improving public service delivery. ADB also provided stand-alone TA to help the Government’s 
monitoring and management of GOCCs.   
 
31. In the country partnership strategy period, ADB will continue to support debt 
management, public financial management, results-based expenditure management, and tax 
reforms. In the area of debt management, ADB will focus on the DSA update, integrated debt 
management, cash management, contingent liabilities (GOCCs and PPPs), and fiscal 
responsibility legislation. ADB will also support the Government’s review of the current fiscal 
incentives provided to investors, and will support tax administration by e.g., establishing a better 
staff training system for tax collection authorities. ADB will also continue its policy dialogue on 
the need to strengthen the tax-to-GDP ratio. In the area of results-based expenditure 
management, ADB will support DBM in institutionalizing a performance indicator registry. DBM 
will manage a consistent and robust time series database suitable for undertaking comparative 
analysis of MFO delivery across Government. The data may be used to analyze agency 
performance and identify effectiveness of Government spending in achieving outcome 
objectives.  
 



11 

Subsector Results Framework (Public Expenditure and Fiscal Management, 2011–2016) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector Outcomes 
with 

ADB Contribution 

Indicators with 
Targets and 
Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Reduced fiscal 
deficits  

Tax effort increased to 
16% of GDP by 2016 
(2009 baseline: 12.2% 
of GDP) 
Current Values (SER, 
NEDA) 
2010: 12.2%;  
2011: 12.3%,  
2012: 13.3% (1

st
 

Semester) 
 
Fiscal deficit-to-GDP 
ratio reduced to 2.0% 
by 2016 
(2010 baseline:  3.5%)  
Current Values:  
2011: 2.0%;  
2012: 2.3% 

Improved tax 
administration 
 
Strengthened planning 
and implementation of 
public investments to 
support development 
priorities 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

RATS, RIPS, RATE 
revitalized 

 Run after the 
smugglers (RATS) 
revitalized 

Current Value (BIR): 
2011: data not 
available; 2012: 86 
cases filed 
 

 Revenue integrity 
protection service 
(RIPS) revitalized 

Current Value (BIR): 
2011: data not 
available; 
2012: 44 cases filed 
 

 Run after tax 
evaders RATE) 
revitalized 

Current Value (BIR): 
2011: 60 cases filed; 
2012: 115 cases filed 
 
Strengthened capacity 
of tax officers 
 

Planned key activity 
areas 

Review of BIR’s current 
training policy and 
programs, and launch of 
revised training course 
 
Pipeline projects 

 
CDTA: Capacity 
Development for Medium-
Term Fiscal Management 
(2014: $0.5 million 
 
S-CDTA: Initiating 
Financial Sector Reforms 
through the Treasury 
Single Account (2013 
standby: $0.225 million) 
 
Ongoing projects 

CDTA:  Supporting 
Capacity Development for 
the Bureau of Internal 
Revenue (2013: $1.0 
million) 
 

 
 
 

Planned key activity 
areas 

Development and launch 
of revised training 
courses and materials 
Seminar to share 
international practices 
and build BIR’s linkages 
with other tax 
administration bodies in 
the region 
Trainers training 
 
Pipeline and ongoing 
projects 

Medium-term training 
policy, strategy and 
system for newly recruited 
tax officers developed 
and launched for BIR 
Strengthened tax officers’ 
capacity for assessing 
and collecting taxes, as 
well as for accounting and 
auditing 
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Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector Outcomes 
with 

ADB Contribution 

Indicators with 
Targets and 
Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Government 
expenditures are 
results-based 
 

80% of national 
Government agencies 
achieve performance 
targets agreed with 
DBM from GAA 2017 
onwards   

Improved data 
management for 
performance reporting 
and assessment 
 

Investment projects 
and programs 
identified in PIP 
contribute to sector 
and country outcomes 
Current Value: 
2011 and 2012: PIP 
not yet available 
 
A consistent and 
robust time series 
database suitable for 
undertaking 
comparative analysis 
of MFO delivery 
across Government is 
available to agencies 
as a reference tool by 
April 2014 
 

Pipeline projects 

CDTA: Results-Oriented 
Strategic Planning and 
Development for Inclusive 
Growth (2014: $0.8 
million) 
 
CDTA: Support for Data 
Management for 
Performance Reporting 
and Assessment (2013: 
$0.225 million from ADB; 
2014: $1.5 million from 
external source) 
 
Ongoing projects 

CDTA : Strengthening 
Results-Based Human 
Resource Processes at 
the Department of 
Finance (2013: $0.225 
million 
 
CDTA: Results-Oriented 
Strategic Planning and 
Development 
Management for Inclusive 
Growth (2011: $1.0 
million) 

Pipeline and ongoing 
projects 
 

Improved systems and 
capacities in NEDA for 
development planning, 
policy advice and 
managing public 
investments 
- Priority knowledge 

products identified and 
completed 

- Results-based systems 
for PDP and PIP 
implementation 
established 

- ODA portfolio 
management 
strengthened 

- Staff capacities 
improved 

- Performance Indicator 
Registry fields 
completed 

- Draft data management 
manual implemented 
and organizational unit 
responsibility defined 

- Training for relevant 
DBM and national 
Government agency 
staff conducted 

ADB = Asian Development Bank, BIR = Bureau of Internal Revenue; CDTA = capacity development technical assistance; DBM = Department of Budget and 
Management; GAA = General Appropriations Act; GDP = gross domestic product; MFO = major final output; NEDA = National Economic Development Authority; 
ODA = official development assistance; PDP = Philippine Development Plan; PIP = Public Investment Plan; RATE = run after tax evaders; RATS = run after the 
smugglers; RIPS = revenue integrity protection service; S-CDTA = small scale capacity development technical assistance; SER = Socio-Economic Report. 


