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I N T RO D U C T I O N

Philippine local governments are mandated to provide a range of 

public services, including health services. Local governments 

receive an unconditional grant called the internal revenue 

allotment, which represents 40% of all national government 

revenues from internal revenue taxes. In the 2018 Mandanas-

Garcia ruling, the Philippine Supreme Court ruled to expand the 

revenue basis of the share of local governments to national tax 

revenues to include taxes such as customs dues, tariffs, and other 

taxes. The total amount of funds to be allocated would increase 

by 38%. The Philippine government responded with an executive 

order that states that national government agencies divest some 

of its functions and devolve these to local governments. Selected 

functions of the Department of Health (DOH) will be devolved to 

local governments over three fiscal years, from 2022 through to 

the end of 2024. 

We sought to understand what challenges local governments had 

to deal with in 1) managing the increase in fiscal space and 2) 

managing the devolved functions.

R E S U LT S

A simplified fund flow diagram (Figure 1) shows 
where the challenges from the ruling manifest.

Whether the local government used the increased 
fiscal space depended on: 
• Health as a priority for local government: Use 

of the additional funds depends on the 
devolution transition plans of the local 
government, which are based on and should 
align with the devolution plans of the DOH. 
Local government development directions also 
depend on the priorities of the governor or 
mayor. Newly elected governors and mayors 
will set development priorities for the 
remainder of the devolution transition period 
from the second half of 2022 through to the 
end of 2024. 

• Evidence-based health planning: Developing 
robust local development and health 
investment plans remain crucial in budget 
utilization. Local governments are familiar with 
the processes and tools that support 
development of these plans. However, it is 
challenging to develop such plans. Local health 
staff found themselves burdened with the local 
COVID-19 response. They were unable to 
devote as much time and effort to their 
devolution transition plans and strategizing on 
how to manage the devolution transition in the 
2022-2024 period. In addition, some local 
governments see the existing planning tools 
and exercises as a compliance requirement, 

sometimes repeating plans developed before, 
or creating similar operational and strategic 
plans. At the same time, major reforms from 
the 2019 Universal Healthcare law also require 
time and attention. There may also be 
inadequate internal systems for monitoring 
fund flows and fund utilization, which are 
crucial for planners. The DOH is aware of these 
capacity gaps and understands that technical 
support to local governments is required. 

Whether health services can take advantage of 
increased financing depended on: 
• Investment in local health system capacity: 

The capacity shortfalls can be explained in part 
by the many years that local governments have 
received DOH support, namely in the 
deployment health personnel, procurement of 
commodities in bulk, funding for capital outlay, 
among other things. Local governments will 
need time to develop the skills and experience 
needed to hire sufficient nurses and midwives, 
provide effective staff training, procure 
medicines and other commodities, manage 
inventory, develop demand generation 
programs, create public financial management 
monitoring systems, analyze population data, 
and others. Citizens and civic groups also have a 
role to play here as independent watchdogs by 
making use of publicly available resources or 
through information requests.

Civic participation and 
local government 
capacity remain key in 
ensuring use of increased 
f iscal space for health 
services.

M E T H O D S

We conducted a desk review and 18 key informant interviews at

national and subnational levels. 

NATIONAL

SUBNATIONAL

1. DOH – Disease Prevention and Control Bureau
2. DOH – Bureau of Local Health Systems 

Development
3. DOH – Health Policy Development and 

Planning Bureau
4. DOH – Procurement and Supply Chain 

Management Team
5. Union of Local Authorities of the Philippines

1. Population Commission Regional Office
2. Provincial Governor’s office
3. Provincial health offices
4. Provincial planning and development offices
5. Provincial population offices
6. Mayor’s offices
7. Municipal health offices

C O N C LU S I O N S
At the local level, ensuring government 

accountability in the use of funds can be done 

through:

1) Dialogue by civil society organizations with key 

stakeholders in the local government. These 

can be done through advocacy, 

communication, and technical assistance with 

partners in the local legislature, health officers, 

planning officers, and local representatives of 

the DOH.

2) Monitoring the government’s use of funds, 

whether through the annual audit report of 

national government, the statements of 

revenues and expenditures of the local 

government finance monitoring system of the 

Department of Finance, or potentially through 

freedom of information requests. 

3) Broadening the space for civic participation 

beyond organized civil society, starting from the 

Audit Commission’s Citizen’s Participatory Audit 

program, but expanding from it.

Increased fiscal space must be matched with 

investments in local health system capacities for 

increased funding to translate into better health 

outcomes. 

Figure 1. Simplified diagram of local government fund flows
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