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EXPLANATORY NOTE

The State recognizes the importance of budget reform measures for local 
government units (LGUs) to fully exercise their local autonomy in pursuit of 
robust development, sustained growth and good governance at the local level.

The State likewise underlines the policy for fiscal decentralization, as 
stated in Section 2(a), Chapter I, Title I of The Local Government Code, to wit:

“It is hereby declared the policy of the State that the 
territorial and political subdivisions of the State shall enjoy genuine 
and meaningful local autonomy to enable them to attain their fullest 
development as self-reliant communities and make them more 
effective partners in the attainment of national goals. Toward this 
end, the State shall provide for a more responsive and accountable 
local government structure instituted through a system of 
decentralization whereby local government units shall be given 
more powers, authority, responsibilities, and resources. The process 
of decentralization shall proceed from the national government to 
the local government units.”

Thus, it is clear that the National Government shares its political- 
administrative authority with different local political subdivisions. Moreover, 
to emphasize the importance of LGUs' role in nation building, the National 
Government devolved some important governmental functions to the local 
level, i.e. environment, public health, infrastructure, among others.

While LGUs are equal partners of the National Government in 
promoting the welfare and well-being of the people, there are existing gaps that 
need to be addressed, among which is the measly sum of LGU share in the 
National Budget. For Fiscal Year 2014 General Appropriations Act (GAA) 
enacted through Republic Act 10633, LGU shares, through the Allocation to 
Local Government Units, Internal Revenue Allotment and Bottom-Up 
Budgeting, amount to only P381.1 billion. This translates to a mere 16.8% of 
the P2.26 trillion national budget.

Noteworthy is the fact that some, if not all, of these National 
Government Agencies with huge annual appropriations have been remiss in 
their responsibilities of delivering basic services and contributing to national 
development due to massive underspending to the detriment of the Filipino 
people. In 2014 alone, unused appropriations of all 34 national departments and 
agencies amount to a staggering P310,094,397. This is 26.15% of the total 
P I, 186,029,690 regular budget for FY 2014.
















