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The Department of Health budget increased ten times from PHP9.5 billion in 2006 to 
PHP95 billion in 2017. If the NHIP premium subsidies are included1, the total DOH 
budget would have amounted to PHP145 billion in 2017. 

At the national level, several reforms were undertaken to facilitate budget execution, 
transparency, and accountability, e.g., the General Appropriations Act as a Release 
Document (GAARD) policy, early procurement policy, abolition of lump sum funds, 
two-tier budget approach, and the early issuance of the General Appropriations Act 
(GAA). At the DOH level, DOH staff members ensured that meetings were held 
on schedule to prevent delays in procurement. However, reforms at the policy and 
operational levels are at risk when budget execution strategy is not able to keep up with 
increasing budget.

DOH budget execution strategies have coped with increasing budget levels but also leave 
room for improvement. For the past five years, almost PHP4 billion was reverted to the 
Treasury as unutilized budget. The unused or reverted budget was partly caused by the 
overlapping of available allotments from current budget and continuing appropriations 
(CONAP), that made the execution of DOH budget much more challenging. This 
overlap happened because budget execution strategies needed to re-align with the 
continuous budget increases. More than a problem of spending budget, this report 
underscores the need for stronger links between budget preparation and execution, i.e., 
spending bottlenecks need to be addressed in the procurement, and in the work and 
financial plans.

In the short term, the DOH should integrate the assessment of spending bottlenecks in 
the preparation of its Operational Plans (OPLANs), Project Procurement Management 
Plans (PPMPs), Annual Procurement Plans (APPs), and Work and Financial Plans 
(WFPs). In addition, the DOH Central Office should provide timely information to all 
its bureaus and the Regional Offices (ROs) including allotments, central procurement, 
sub-allotments, and distribution list of commodities. To facilitate integration in the 
RO WFPs, sub-allotments need to be issued at the beginning of the year. The budget 
utilization performance and challenges should be discussed among the DOH Central 
Office and the ROs in a bi-annual conference with the aim of improving budget 
utilization. However, a key long-term reform that needs to be undertaken is the 
improvement of DOH’s capacity in procurement planning, results-based contracting, 
and contracts management.

Executive Summary

1 The budget line item on NHIP premium subsidies was moved to PhilHealth beginning 2017. NHIP Premium subsidies were 
  included in the DOH budget since 2010.
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1.0
Budget Reforms from 2010-2016

At the national level, several key budget reforms were implemented that paved the way 
for key improvements in DOH budget execution. 

Prior to 2011, the annual government budget, i.e., the GAA, was often approved during 
the first quarter of the current year. Using the previous year’s budget as basis, the DOH 
was given obligational authority to spend and continue operations that cover Personnel 
Services (PS) and Maintenance and Other Operating Expenses (MOOE) prior to 
approval of the budget. In some years, specifically 2001, 2004, and 2006, the entire 
budget had to be re-enacted because the review period by Congress lapsed before it 
could enact the General Appropriations Act.

The overall fiscal position of the government also had a huge effect on how funds were 
released to government agencies including the DOH. To address the huge budget 
deficit, that increased from PHP147 billion in 2001 to as high as PHP314 billion 
in 2010 (Philippine Statistics Authority, n.d.), the government had to use several 
instruments to control the release of funds. These include Agency Budget Matrix 
(ABM), Special Allotment Release Orders and Notice of Cash Allocation (NCA)2. These 
instruments categorized funds into those that can be comprehensively released and 
released later pending clearance. Despite the release of funds, agencies still had to secure 
NCAs (quarterly, and in recent years, monthly) from the Department of Budget and 
Management (DBM) for their cash requirements.

However, since 2010, the GAA was enacted before the start of the calendar year. This era 
of timely budget releases provided the DOH the opportunity to start obligating funds 
from the new budget at the start of the year. In the same year, the Early Procurement 
Policy was also issued by the DBM allowing agencies to proceed with procurement 
upon the submission of the proposed budget to Congress (i.e., National Expenditure 
Program). Agencies may award contracts once the GAA is enacted and begin 
implementing projects at the start of the year (Department of Budget and Management, 
2016b).

Since 2011, the government has implemented tools such as the zero-based budgeting 
(ZBB), that veered away from incremental budgeting based on historical budget levels. 
The use of ZBB meant that the DOH did not have a default set of budget items, nor the 
assumption that the previous year’s budget should be maintained with some increments. 

2 The Agency Budget Matrix (ABM) is a disaggregation of the agency budget showing the items that need and do not need 
  clearance. Those items not needing clearance are released to the agencies (“for comprehensive release”) while those items 
  needing clearance are conditioned upon the issuance a Special Allotment Release Order (SARO). The SARO is a specific 
  authority issued to agencies by the DBM to incur obligations within the given amount for the indicated purpose. The Notice 
  of Cash Allocation (NCA) is an authority issued by the DBM to agencies to cover for their cash requirements (Department 
  of Budget and Management, 2012a).
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3 This was reiterated in Section 3 of the General Provisions of the 2017 GAA which also states that the GAA is an allotment 
  order. This means that upon its effectivity, it shall be considered as the allotment authorizing agencies to obligate funds 
  except for certain items which the DBM shall identify and submit to the Speaker of the House of Representatives, the 
  President of the Senate of the Philippines, the House Committee on Appropriations, and the Senate Committee on Finance 
  (Department of Budget and Management, December 2016a).
4 These include lump sum funds, intelligence funds which require approval of the President, special purpose funds, and other 
  items in the budget in accordance with the President’s veto message (Department of Budget and Management, 
  December 2016b).

Instead, agencies were asked to justify all items prior to providing funding (Department 
of Budget and Management, 2016b).

The government’s fiscal position improved, controls were reduced on the release of funds 
through the GAA as a Release Document (GAARD) policy in 20143. This meant that 
the appropriations were considered released allotments (i.e., “for comprehensive release”) 
upon enactment of the GAA (Department of Budget and Management, 2014a). 
Therefore, agencies could start obligating funds as soon as the GAA was approved 
without the need for additional allotment orders from the DBM, except for those 
needing clearance (i.e., “for later release”)4. This reduced the need for Special Allotment 
Release Orders (SAROs), and made the issuance of Agency Budget Matrix unnecessary 
as the GAA already provided the obligational authority to agencies.

Moreover, the abolition of the Priority Development Assistance Fund (PDAF) in 2013 
led to the removal of lump sum funds. Thus, the previously lumped budgets for major 
programs, e.g., Family Health and Responsible Parenting and Tuberculosis Control, 
started to be disaggregated by region. Consequently, these funds now form part of the 
allotments for ROs. Based on the principle of GAARD, such budgets can likewise be 
obligated by ROs as soon as the GAA is approved.

In 2015, the government started the two-tier budgeting approach (2TBA), that separates 
discussion of budget requirements for ongoing programs from new spending proposals. 
Tier 1 is the bare-bones budget which provides funding only for the cost of running 
existing programs. Tier 2 consists of budget for new programs and projects or expansion 
of existing ones (Department of Budget and Management, April 2016). Usually, Tier 1 
is assured of funding while agencies need to justify those proposed under Tier 2 in terms 
of impact to citizens, being in line with government’s agenda, and capacity to implement 
proposed projects. 

These reforms shaped the policy environment of the DOH in terms of budget 
preparation and execution. On the financing side, the passage of the sin tax law in 
2012 provided additional budget to the DOH starting 2014. Specifically, it increased 
PhilHealth coverage by providing more budget to social health insurance to almost 
five times more indigent families than in 2010 (3.4 million in 2010 to 15.11 million 
indigent families in 2015) (Department of Budget and Management, 2016c).
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Figure 1. The Budget Cycle

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms, 2010-2016 
(Department of Budget and Management, 2016b)

The reforms discussed in the previous section helped strengthen the government’s 
budget and management processes, i.e., by which the government prepares, authorizes, 
implements, and accounts for the use of the government budget. These processes 
correspond to the four phases of the budget cycle – preparation, legislation, execution, 
and accountability (Department of Budget and Management, 2016b). 

Budget preparation starts from the budget call issued by DBM (January of the prior 
fiscal year) all the way to the submission of the President’s budget to Congress that 
usually happens during the opening of a joint session of the Upper (“Senate”) and Lower 
(“Congress” or “House”) Houses of Congress (July of the prior fiscal year). Budget 
legislation proceeds from the deliberations by Senate and Congress (August of the 
prior fiscal year) and ends when the President enacts the budget into law5 (December 
of the prior fiscal year). Budget execution starts even before the GAA is issued because 
agencies are allowed to conduct early procurement in the last quarter of the prior fiscal 
year. Upon the issuance of the GAA, agencies obligate and disburse funds in January 
of the fiscal year and throughout the year. Budget accountability starts with setting of 
agency targets in January of the fiscal year. It proceeds with submission of monthly 
and quarterly reports, and performance reviews throughout the year, and ends with the 
conduct of audit within the following year.

The details of the four phases of the budget cycle are discussed in the succeeding 
sections.

2.0
The Budget Cycle

5 General Appropriations Act (GAA).

January of FY to the 
following FY

October of prior FY and 
throughout the FY

January to August  
of prior FY

August to December  
of prior FY
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Budget preparation officially starts with the budget call issued by the 
DBM to all national government agencies (NGAs), state universities 
and colleges (SUCs), and government-owned and controlled 
corporations (GOCCs) in January of the preceding fiscal year6. The 
budget call sets the parameters and procedures to guide agencies in 
preparing their proposed budgets. This is followed by an engagement 
process wherein agencies involved citizens in preparing the proposed 
budgets through mechanisms such as Bottom-up Budgeting (BuB)7 
and other participatory budgeting mechanisms. 

At the same time, agencies consult with Regional Development 
Councils (RDCs)8 to ensure that their respective budget proposals 
are aligned with the region’s development needs and priorities. 
During the same period, lead and contributing agencies for each 
program priority of the government meet and synergize their 
proposed budgets for program convergence and to jointly attain 
target outcomes. 

2.1
Budget 
Preparation

Figure 2. Budget Preparation

January to February 
before submission 
of Tier 1 & Tier 2 

proposals

February of prior FY

March of prior FY

April of prior FYJune to July of prior FY

July of prior FY

July of prior FY

July to August of prior FY

May of prior FY

January of prior FY

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms, 2010-2016 
(Department of Budget and Management, 2016b)

6 For example, the budget call for the 2018 budget was issued in January 2017.
7 An approach to the preparation of agency budget proposals that takes into consideration the needs of cities/municipalities 
  as identified in their respective local poverty reduction action plans that shall be formulated with participation of basic sector 
  organizations and other civil society organizations (Department of Budget and Management, Department of Interior and 
  Local Government, and National Anti-Poverty Commission, 2015).
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The citizen engagement, RDC consultations, and program 
convergence are not sequential but must be done before the agencies 
submit their Tier 1 (February) and Tier 2 (May) budget proposals. 
By February of the prior fiscal year, agencies prepare their forward 
estimates of current costs of their ongoing programs and projects 
and submit these for Tier 1 budget proposal9. Tier 1 deliberations10 
are conducted in March following the submission of the Tier 1 
proposals.11

By April, the budget priorities framework is prepared based on the 
total cost of existing programs and projects in Tier 1 as well as the 
available fiscal space to fund new or expanded programs and projects. 
The framework defines the priority sectors and areas, and other 
guidelines for the preparation of agencies’ Tier 2 proposals. After 
conducting consultations, agencies prepare their Tier 2 proposals 
in May of the prior fiscal year and submit both Tier 1 and Tier 2 
proposed budgets to DBM.12 Tier 2 deliberations are conducted by 
DBM for budget proposals similar to Tier 1. These deliberations take 
place in June to July of the prior fiscal year.

By July, the DBM, National Economic and Development Authority 
(NEDA), Department of Finance (DOF), and Bangko Sentral 
ng Pilipinas (BSP) present the proposed budget to the President 
and Cabinet for discussion and approval. Once approved, the 
DBM validates, consolidates, and confirms these into Budget of 
Expenditures and Sources of Financing (BESF).

Within 30 days from the opening of the regular session of 
Congress13, the President is mandated by the Constitution to submit 
the proposed budget to Congress (National Expenditure Program). 
Since 2012, the proposed budgets have been submitted one working 
day after the opening of the regular session of Congress in July.

9  This is part of the Two Tier Budgeting Approach (2TBA) being implemented by the government. Spending for ongoing 
   programs and projects is considered in Tier 1 while spending for new and expanded programs and projects is evaluated for 
   Tier 2.
10 Internally conducted by the DBM senior officials through the DBM’s Executive Review Board (ERB) and through the 
   Technical Budget Hearings (TBH) with proponent agencies.
11 The DOH budget proposal is based on the Operational Plans (OPLANs) prepared by program offices and other units. 
   Upon approval of the GAA, the same offices and units are required to develop WFPs based on the OPLANs.
12 This is done online through the Online Submission of Budget Proposal System (OSBPS). Introduced in 2013, the OSBPS 
   replaces the manual submission of budget spreadsheets to the DBM. It provides an online facility for agencies to enter real-
   time budget data directly into the system (Public Financial Management - Program Management Office, 2013). The OSBPS 
    portal may be accessed by government agencies at http://osbp.dbm.gov.ph/.
13 Based on the 1987 Constitution of the Republic of the Philippines, Congress convenes every year on the fourth Monday of  
   July (GOVPH, 1987).
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After the submission of the President’s budget to Congress, the 
Committee on Appropriations of the House of Representatives holds 
public hearings and sponsors the General Appropriations Bill (GAB) 
in a plenary session. Upon approval, the House of Representatives 
transmits the GAB to the Senate. This stage normally happens in 
August to October of the prior fiscal year.

Although the Constitution requires the House of Representatives to 
approve the GAB before the Senate acts on it, the Senate Committee 
on Finance usually starts public hearings on the President’s budget 
even before the House officially transmits the GAB to the Senate. 
The Senate Committee on Finance sponsors the GAB in a plenary 
session and approves the Senate version of the GAB. This step usually 
happens in September to November of the prior fiscal year.

By November, a Bicameral Conference Committee or “Bicam” 
is formed composed of representatives from the House of 
Representatives and Senate. The Bicam conducts its deliberation on 
both versions submitted by the House of Representatives and Senate 
to produce a harmonized or Bicam version of the GAB. The Bicam 
version is then submitted back to the House of Representatives and 
Senate, which vote to ratify the final GAB, and send the ratified 
GAB to the President. This usually happens in December.

2.2
Budget 
Legislation

Figure 3. Budget Legislation

September to 
November of prior FY

November to 
December of prior FY

December of prior FY

December of prior FY

August to 
October of 

prior FY

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms, 2010-2016 
(Department of Budget and Management, 2016b)
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The President is expected to end of the budget legislation process 
by signing the General Appropriations Act (GAA) into law. 
The President may veto or put certain items into conditional 
implementation, which are specified in the President’s Veto Message. 
However, in case Congress fails to pass the GAB on time, the 
President may re-enact the previous year’s GAA, as what happened in 
years 2001, 2004, and 2006.

Budget execution starts during the last quarter of the year before 
the budget is enacted into law. Agencies are required to prepare 
their annual procurement plans and other bid documents before the 
start of the fiscal year. In addition, agencies are allowed to conduct 
bidding before the budget is approved. Contracts are awarded after 
the issuance of the GAA. In the same quarter, agencies are required 
to submit Budget Execution Documents (BEDs) containing 
spending plans and performance indicators and targets. The BEDs 
are consolidated into a budget program broken down into allotment 
and cash releases for each month.

When the GAA is issued in January, it acts as a comprehensive 
allotment release via the GAARD policy (Department of Budget and 
Management, 2014a) for all budget items except those contained 
in the negative list which are issued SAROs upon compliance of 
agencies with documentary requirements. Thus, this stage starts in 
January upon approval of GAA and throughout the fiscal year when 
SAROs are issued to agencies for those items in the negative list.

Throughout the fiscal year, agencies exercise their obligational 
authority for items under comprehensive release, and upon issuance 
of SAROs. Agencies start incurring liabilities that government 
will pay for to cover costs for goods and services needed in the 
implementation of programs and projects. Also throughout the fiscal 
year, agencies are authorized by the DBM to pay for the obligations 
it incurred by issuing Notice of Cash Allocation (NCAs) per 
semester. Moreover, disbursement or paying for obligations incurred 
are done throughout the year as well.

2.3
Budget 
Execution
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At the start of the fiscal year, performance targets are set by agencies 
in terms of outcomes and outputs as reflected in the agencies’ BEDs. 
As agencies engage the citizens in budget preparation, agencies also 
disclose their budgets, reports and other relevant information to 
promote transparency and accountability. In addition, civil society 
organizations (CSOs) also participate through the COA’s Citizen’s 
Participatory Audit14. These forms of citizen engagement in budget 
accountability are done throughout the fiscal year. Moreover, 
agencies also conduct monitoring and evaluation to determine the 
effectiveness of programs and projects. Every month and every 
quarter within the fiscal year, agencies submit financial accountability 
reports to the DBM and the COA. Similar to the online submission 
of proposed budgets, these reports are submitted online through the 
Unified Reporting System15. Based on the submitted performance 
indicators and targets, the DBM reviews the financial and physical 
performance of agencies throughout the year. 

At the national level, reports on the consolidated fiscal performance, 
revenue collections, debt, and expenditures are published by the 
DOF and the DBM every month and every quarter. By September 

2.4
Budget 
Accountability

14 The Citizen Participatory Audit (CPA) is a joint audit by the Commission on Audit (COA) and civil society organizations 
   (CSOs) to strengthen citizen involvement in the public audit process toward improving transparency, efficiency, and 
   effectiveness in the use of public resources (Commission on Audit, 2017).
15 Similar to the submission of the proposed budget through the OSBPS, the Unified Reporting System (URS) facilitates the 
   online submission of agencies’ budget execution and financial reports to the DBM (Department of Budget and 
   Management, 2016b). The URS portal may be accessed by government agencies at http://urs.dbm.gov.ph/. 

Figure 4. Budget Execution
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throughout the FY

October to December 
of prior FY

October to December 
of prior FY

January and throughout the FYThroughout the FY

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms, 2010-2016 
(Department of Budget and Management, 2016b)
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Figure 5. Budget Accountability

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms, 2010-2016 
(Department of Budget and Management, 2016b)

of the fiscal year, the Development Budget Coordinating Committee 
(DBCC) publishes a comprehensive report on macroeconomic 
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details than the mid-year report including financial and physical 
performance of priority programs.

At the end of budget accountability stage is the audit by the COA 
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The DOH budget16 increased 13 times from around PHP9.5 billion in 2006 to 
PHP122.6 billion in 2016. Apart from the increase in budget for health programs, 
proceeds from the sin tax also helped increased budget to provide social health insurance 
to indigent families particularly from 2014 onwards. There was a decline of DOH 
budget to around PHP95 billion but only because the budget line item for NHIP 
premium subsidies was transferred to PhilHealth. Including the premium subsidies, the 
DOH budget would have amounted to PHP145 billion in 2017.

Since 2006, the DOH budget was steadily increased to provide funds for priority health 
programs. In 2014, the DOH budget increased further from PHP50.4 billion in 2013 
to PHP83.7 billion in 2014. Most of the increase in the DOH budget was brought 
about by the passage of the Sin Tax Reform Law in 2012 (An Act Restructuring the 
Excise Tax on Alcohol and Tobacco), which provided additional budget to the DOH 
starting 2014. Apart from the increase in budget for health programs, proceeds from the 
sin tax also helped increase the budget for premium payments for social health insurance 
of indigent families from PHP12.6 billion to PHP35.2 billion during the same period. 

3.0
The DOH Budget

Figure 6. DOH Budget, 2006-2017, by Expense Class, in Million PHP

16 Does not include budget for attached agencies, i.e., POPCOM and NNC.

Source: General Appropriations Act FY 2006-2017 http://www.dbm.gov.ph/
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The DOH budget continued to increase in 2016 as it ballooned to PHP122.6 billion 
from almost PHP87 billion in 2015. Around PHP14 billion was added to PS from 2015 
to 2016, brought about by the filling-up of unfilled and authorized positions created 
under the DOH Rationalization Plan. On the other hand, the increase in MOOE was 
brought about by additional funds for PhilHealth premium payments amounting to 
almost PHP7 billion, which increased the premium subsidy from PHP37 billion to 
PHP43.8 billion from 2015 to 2016. This, in turn, increased the budget for deployment 
programs to augment critical human resources for health of LGUs, particularly to rural 
health units and barangay health stations, e.g., doctors, nurses, midwives, public health 
associates, and medical technologists. Meanwhile, capital outlay expanded by PHP14 
billion from PHP13.3 billion in 2015 to PHP27.5 billion in 2016.This was due to the 
huge increase alloted for the Health Facilities Enhancement Program (HFEP) from 
PHP5.6 billion in 2015 to PHP26.9 billion in 2016 alloted for the construction and 
upgrading of RHUs, BHSs, hospitals, drug abuse treatment and rehabilitation centers, 
and other health facilities.

From 2016 to 2017, the total DOH budget declined by around PHP27 billion. While 
PS and capital outlay slightly increased (i.e., around PHP7 billion and PHP15 million 
for PS and capital outlay, respectively), the decline was due to the reduction of the 
DOH’s MOOE due to the transfer of PhilHealth premium subsidy from the DOH 
budget to budget support to government corporations, i.e., subsidy to the Philippine 
Health Insurance Corporation. Specifically, the premium subsidy was included in the 
support to GOCCs under the DOH, e.g., Lung Center of the Philippines, Philippine 
Heart Center, and PhilHealth. For 2017, the NHIP subsidy amounts to PHP50 billion, 
and is broken down into: 

1. PHP37 billion for premium subsidy for indigents; 
2. PHP13 billion for senior citizens; and 
3. PHP54 million for beneficiaries identified by OPAPP. 

This reflects an increase of around PHP6 billion from the PHP44 billion PhilHealth 
premium subsidy in 2016. If this is added to the DOH budget, it actually reflects an 
increase from PHP123 billion in 2016 to PHP145 billion in 2017.
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The Health Policy Development Program’s support to DOH budget execution (as 
one of the four phases of the budget cycle) was deliberate given the increasing budget 
and concerns on absorptive capacity. The first HPDP was implemented from 2006-
201217, within the same period the DOH budget started increasing annually. This 
section provides a summary of three technical assistance activities on budget execution 
implemented during the first HPDP.

4.1
Allocating 
PHP500 
Million to 
the PHIC 
Benefits of 
the Poor

Because of the increasing volume of procurement activities needed 
to utilize the budget, there was around PHP500 million continuing 
appropriations (CONAP)18 by the end of 2010. As this amount 
came from the 2009 appropriations, failure to obligate the PHP500 
million by December 31, 2010 would result in reverting the said 
amount to the Treasury. The DOH planned to use the funds to 
shoulder PhilHealth premium contributions of the poor, i.e., those 
included in the National Household Targeting System for Poverty 
Reduction (NHTS-PR)19 nationwide. 

The HPDP assessed possible options, and issued a technical advisory 
to the DOH through then Assistant Secretary Gerardo Bayugo. As 
it was less than three months before the funds would be reverted to 
the Treasury, both the DOH and the HPDP knew the urgency of 
the matter. However, apart from ensuring obligation of the PHP500 
million before it expires, the HPDP proposed to use the funds to 
effectively leverage improvements in financial risk protection for the 
poor. 

Given that the DOH was going to transfer the PHP500 million 
to the LGUs through sub-allotment to various ROs, the HPDP 
suggested that the release of funds be conditioned upon submission 
of joint affidavits by PhilHealth and LGUs to ensure that they fulfill 

4.0
Initial HPDP Support for DOH 
Budget Execution

17 The first HPDP was also implemented by the UPecon Foundation with assistance from the USAID.
18 Continuing appropriations (CONAP) are funds appropriated in the previous year but are still available for obligation during 
   the current year, e.g., allotments from the 2009 while current appropriations are those included in the current year’s GAA 
   (2010 GAA).
19 The National Household Targeting System for Poverty Reduction (NHTS-PR) is an information management system 
   that identifies who and where the poor are in the country. It provides the information requirement to identify the target 
   population for the Pantawid Pamilyang Pilipino Program (4Ps) which gives conditional cash grants to the poorest of the 
   poor to improve the health, nutrition, and the education of children aged 0-18. The Department of Social Welfare and 
   Development (DSWD) leads the implementation of the 4Ps and manages the NHTS-PR database (Department of Social 
   Welfare and Development, n.d.).
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specific commitments within the next two months. First, all families 
listed in the NHTS-PR would be enrolled to the National Health 
Insurance Program (NHIP), and be provided with information on 
their benefits, accredited health providers, and availment or claims 
procedures for critical outpatient and inpatient services. Second, 
the enrolled families would be enlisted to specific rural health units 
(RHUs) or health centers and other suitable facilities that could 
provide them critical outpatient services. Third, provincial or district 
hospitals would be enlisted as No Balance-Billing (NBB) facility 
where poor families can avail of critical inpatient services without 
paying out-of-pocket expenses.

The DOH Central Office recognized the value of having grant 
releases conditioned on performance to maximize social insurance for 
the benefit of the poor. At the same time, the DOH Central Office 
was also concerned that ROs may not have enough time to obligate 
the funds that would be sub-allotted by the Central Office (through 
fund transfer to LGUs meeting certain conditions). Moreover, 
using such schemes with barely two months left would result in a 
significant portion of the PHP500 million not being released to the 
LGUs that would not be able to meet the grant conditions. This 
would also mean unobligated budget by the ROs, and the DOH as 
a whole.

The ROs were very vocal about their complaints against sub-
allotments during the latter part of the year (e.g., last quarter) for 
two main reasons. First, such unplanned sub-allotments compete 
with the obligation of their own budget, and hence would affect their 
own performance in terms of budget utilization. Second, the funds 
would also be reverted to the Treasury by the end of December of 
the second year, whether it was sub-allotted or obligated by Central 
Office. Therefore, there was a prevailing sentiment that funds were 
being sub-allotted to ROs towards the end of the year because 
Central Office could not spend the budget that it requested from the 
DBM. 

On one hand, the DOH could have implemented the grant 
conditions with the risk of having a low burn rate. On the 
other hand, the DOH could easily have a high burn rate by 
just transferring the funds only for enrolling the poor with no 
consideration on providing information, linking them to capable 
health facilities, and ensuring that they will not pay for anything. 
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With additional complications coming from the sentiments of ROs 
against late sub-allotments, the choice for the DOH was obvious: 
by October 2, 2010, the DOH Central Office sub-allotted PHP500 
million to the ROs for fund transfer to the LGUs as performance-
based grants equivalent to the amount of premiums for enrolling the 
poor to NHIP (Department of Health, 2010). No other conditions 
were included in the grant guidelines. 

4.2
Development 
of the DOH 
ETS

The DOH budget increased from PHP9.5 billion in 2006 to 
PHP18.9 billion in 2008. This early, there were prevailing concerns 
about budget utilization given the increasing budget. In addition, 
the DOH financial management system at that time did not provide 
full details of transactions especially at the regional level. The 
unavailability of real-time data on financial transactions limited the 
timeliness and quality of reports available to top management. In 
turn, this limitation was a hindrance in generating better inputs for 
regular planning and decision-making.

The initial assessment done by the HPDP revealed that monitoring 
of financial transactions at that time could not readily track the use 
of sub-allotments from Central Office, and allotments of the DOH 
ROs released by the DBM ROs. Budget utilization reports were 
limited to the use of allotment released by DBM to Central Office. 
Tracking of budget use was done by expense class (e.g., PS, MOOE, 
and CO) and by GAA line item (e.g., Family Health and Responsible 
Parenting, and TB Control). Other details such as breakdowns per 
line item (e.g., child, adolescent, maternal, HIV/AIDS as part of the 
Other Infectious Diseases line item) were considered tedious tasks 
and not part of the regular responsibilities of the DOH FMS. For 
the DOH FMS to generate these details, it would have to go back 
to disbursement vouchers per request, classify according to program 
and sub-program, and organize the data using a spreadsheet software, 
e.g., Microsoft Excel. As a result, delays were regularly encountered 
in the preparation and submission of reports (Tiongson, Millar, 
Panelo, & Solon, 2011).

The Central Office was also not tracking how ROs used the sub-
allotted funds. The monthly budget utilization reports of sub-
allotted funds being generated then only contained breakdown in 
terms of expense class. It was very difficult to consolidate and assess 
such reports by program or source of funds. Moreover, detailed 



20 |   HPDP Support for Budget Execution: Issues, Challenges, and Imperatives

information on the use of funds by recipient LGU or RO, or 
spending for a specific purpose could not be determined without 
going through each disbursement voucher. There were procedural 
weaknesses as well. Some requests for funds from different programs 
were not based on planned activities, i.e., those activities indicated in 
the WFP. Moreover, expenditures were not linked with target outputs 
or physical targets. 

Given these challenges, the DOH requested the HPDP to help 
develop an electronic expenditure tracking system during the latter 
part of 2008. Subsequently, the HPDP supported the development 
of the DOH Expenditure Tracking System (DOH ETS) in 2009, 
testing of prototype using the family health budget, and training of 
key people from the Central Office and the ROs. The DOH ETS 
aimed to help track expenditures at the Central Office and ROs, 
and improve accountability and transparency. Specifically, the DOH 
ETS allowed real-time feedback on the status of funds to address 
bottlenecks, and link expenditures to physical targets. It was also 
capable of tracking status of utilization of funds by local government 
units (LGUs) receiving financial assistance from the DOH in the 
delivery of health services.

Figure 7. The DOH Expenditure Tracking System

Source: HPDP Contributions to the Development of Policies on the Hospital Sector, Provision of 
Cheaper Medicine, and Health Expenditure Management (Tiongson, Millar, Panelo, & Solon, 2011)
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After development, testing, and revision of the software, the DOH 
ETS was turned over to the DOH in December 2010. To facilitate 
institutionalization, the DOH issued a memorandum dated May 
30, 2011, signed by Dr. Nemesio Gako, then Assistant Secretary 
for Finance, addressed to the Central Office units to use the DOH 
ETS, particularly in requesting for funds beginning June 1, 2011. In 
addition, the DOH engaged the services of Asiagate Networks Inc.20 
until November 2011 to assist in the continuation of the DOH ETS 
deployment and rollout.

However, use of the DOH ETS could not be sustained. The DOH 
Financial and Management Service (FMS) initially implemented 
a “No-ETS, No Processing Policy” following the May 30, 2011 
Memorandum. The objective was to encourage different offices to 
use the DOH ETS. A request for funding that was not encoded in 
the DOH ETS would not be processed and would be returned to 
the originating office. However, the DOH FMS focused its effort 
in managing the implementation of the DOH ETS in the Central 
Office only. The “No-ETS, No Processing Policy” was applied only 
to the Central Office. Consequently, there was slower progress on the 
use of the DOH ETS at the ROs even though RO staff members had 
already been trained on its use.

After a few months of implementation, some requests were being 
processed by the DOH FMS even without being encoded in 
the DOH ETS. This led to the relaxation of the mandatory use 
of the DOH ETS as a requirement for the processing of funds. 
Consequently, DOH offices stopped using the DOH ETS as they 
were no longer required to use it. As a result, reports on fund status 
and utilization were still not easily accessible to program managers 
and DOH officials. Program managers would still have to request 
the DOH FMS for such reports which were important in the 
management of programs as well as planning and budgeting for the 
preparation of the next WFP. In addition, DOH offices were allowed 
to request for funds without checking against the corresponding 
WFPs. 

Moreover, poor internet connection at the DOH Central Offices 
and ROs also prevented continuous use of the DOH ETS, which 

20 Asiagate Networks Inc. was the firm engaged by the HPDP to develop the DOH ETS prototype, conduct users testing and 
   training, and conduct modification of the DOH ETS based on users’ feedback.
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is a web-based system. ROs and other Central Office units often 
complained of inability to access the DOH ETS from the central 
server. Lastly, there was no help desk established at the DOH. The 
DOH FMS staff could hardly keep up with their daily tasks, and the 
day-to-day management of the DOH ETS proved to be very difficult 
(UPecon-Health Policy Development Program, 2011). 

4.3
Costing 
of HFEP 
Requirements

The Philippine Health Facilities Development Plan (PHFDP) 2008-
2013 proposed a total funding requirement for the Health Facilities 
Enhancement Program (HFEP) of around PHP63 billion. Out of 
this total requirement, around PHP33 billion is for LGU health 
facilities (i.e., RHUs, BHSs and hospitals), and PHP30 billion for 
DOH hospitals.

In February 2011, the HPDP conducted a review of the PHFDP 
2008-2013 including its costing methodology (UPecon-Health 
Policy Development Program, 2011). Based on the review, the 
HPDP found that the costing did not adequately consider the 
following: 

1. Poverty incidence in the provinces where the facilities are to 
be upgraded; 

2. Presence of private providers serving the same market areas; 
3. Physical access to facilities; 
4. Presence of DOH hospitals in the same market area; 
5. Level of upkeep and quality of facilities targeted for 

upgrading; 
6. Capacity and willingness of LGUs to co-finance facility 

upgrading; and 
7. Means of financing the operating expense implications of 

facility upgrading.

Because of missing out on these factors, the HPDP developed its 
own estimate of the requirements, and provided recommendation 
as to the amount and method of costing HFEP requirements that 
should go into the 2012 DOH budget. The alternative total cost 
requirement from the HPDP resulted in a lower amount, PHP16 
billion. The lower estimate was generated by including the following 
steps in the estimation method:

1. Used the PHFDP unit costs for upgrading to the number 
and type of LGU health facilities per province, and 
then applied a factor to account for the average physical 
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condition of facilities in each province. The assumption 
used was that all provinces would need half of the estimated 
investment requirements to fully upgrade existing facilities 
using zero based estimates.

2. Applied an index to provide higher costs for provinces with 
greater poverty incidence; no DOH hospitals, fewer private 
providers, and more unaccredited facilities; and longer 
travel time to facilities.

3. Checked for the financial viability of the operating 
expenditures implied by facility upgrading. This was done 
by estimating the Personnel Services (PS) and MOOE 
costs implied by the proposed upgrading, and comparing 
this with the estimated maximum amount of PhilHealth 
revenues, assuming all families belonging to the bottom 
two quintiles are enrolled to the National Health Insurance 
Program. 

4. Determined possible cost-sharing arrangements between 
the DOH and LGU recipients. The proposed cost-sharing 
arrangements were derived by dividing LGUs into IRA 
quintiles. The HPDP proposed that LGUs belonging to the 
bottom two quintiles be made to shoulder 10 percent of the 
upgrading cost; those LGUs in the 3rd quintile be asked to 
cover 25 percent of the cost of upgrading; and those in the 
1st and 2nd quintiles will be made to share 50 percent of 
the upgrading cost.

In terms of use of funds, the HPDP proposed that the budget be 
executed through a grant facility that has specific and measurable 
performance targets; provides for a viable sustainability plan 
especially to cover operating expenditures; and contains clear 
conditions, cost-sharing arrangements, and release triggers. The 
HPDP further recommended that the grant facility be implemented 
in a transparent manner by publicly announcing the provincial 
ceilings to avoid political interference and influence during 
implementation.
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A closer look at the HPDP technical assistance products revealed that the HPDP’s 
technical support on DOH budget execution was not entirely focused on the execution 
phase or on the processes within budget execution, i.e., early procurement, budget 
program, allotment release, obligation, and cash allocation. While the support provided 
to the DOH on budget-related matters was generally categorized as “budget execution,” 
the technical assistance activities were actually a combination of support to costing, 
allocation and spending. The support was labeled “budget execution” because the 
overall objective was to improve DOH performance in terms of spending the budget it 
requested, and spending such budget in programs, activities, and projects that improve 
health outcomes.

For the support for the PHP500 million performance grants to the LGUs, the HPDP 
proposed to sub-allot the amount to ROs for fund transfer to LGUs. Instead of just 
handing the money to LGUs for enrolment of the poor to PhilHealth, the HPDP 
proposed to impose certain conditions to ensure that the poor who would be enrolled 
would also be informed about program benefits, and how to access health care in 
capable health facilities without having to pay for out-of-pocket costs. For the support 
for the development of the DOH ETS, the HPDP diagnosed the bottlenecks in budget 
planning and execution, and assisted in the development of software that would address 
these bottlenecks. These two engagements with the DOH represent some of HPDP’s 
initial attempts to diagnose problems in budget execution and propose solutions. For 
the support for the costing of HFEP requirements, the HPDP assessed the proposed 
funding requirement indicated in the Philippine Health Facilities Development Plan 
(2008-2013). The HPDP proposed an alternative costing scheme which yielded smaller 
total funding requirement. The HPDP also proposed that the budget be executed 
through a grant mechanism.

The technical assistance products were quite different. The first product proposed 
performance grant conditions. The second product developed a system to improve 
transparency and to tighten links among planning, budgeting, and spending. The third 
product proposed an alternative costing method including the cost requirements of a 
specific program (HFEP). However, the approaches taken were similar. In all instances, 
the HPDP’s technical assistance started with an in-depth assessment of the situation, 
information, financial and other requirements, systems, staff and capacities, including 
behavioral considerations that explain key factors behind issues and challenges. 
The result of the assessment became the core foundation of the technical assistance 
strategies and specific activities, or the ensuing technical advisory. In the end, all initial 

4.0
Initial HPDP Support for DOH 
Budget Execution

5.0
HPDP Support for DOH Budget 
Execution 
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engagements uncovered fundamental weaknesses that are important considerations in 
the succeeding engagements with DOH on budget execution.

Through the HPDP, the UPecon Foundation, Inc. (UPecon) continued its support to 
the DOH on budget execution. In particular, the following technical assistance products 
were provided: 

1. Support for the allocation of 2014 public health budget;
2. Support for the use of sin tax proceeds for health;
3. Support for the allocation of 2015 budget for drugs and medicines;
4. Support for regional budget execution;
5. Support for procurement planning and contracts management;
6. Support for determining options for ARMM Resource Transfers; and
7. Support for the preparation of the ARMM Health Marshall Plan

Items 1 to 3 deal with support provided at the Central Office level given the prevailing 
challenges associated with the budget reforms. These involve conduct of assessment 
of bottlenecks in budget execution and development of recommendations in terms of 
budget execution strategy and allocation. The reforms included shifting the resources 
from Central Office to the ROs as Central Office budgets line items for public health 
programs were broken down and released directly to the ROs. On the other hand, items 
4 to 7 were support provided at the regional level in recognition of the magnitude of 
funds going to the ROs and the corresponding challenges associated with the increase 
of budget. Prototype capacity building interventions were implemented to facilitate 
continuous effective budget execution. The last two items deal with the HPDP’s support 
for ARMM given the challenges related to transferring funds to ARMM, and the need 
for a well-coordinated health assistance in the context of a larger development support 
for ARMM.

5.1
Allocation 
of 2014 
Public Health 
Budget

The HPDP’s assessment of the 2014 GAA revealed the following: 
1. The allocation per program per RO did not distinguish 

between budgets intended for central procurement of 
commodities and that for support to operations; 

2. The nationally-funded public health programs did not 
provide explicit allocations for ARMM; and 

3. More than half of the allocation (i.e., PHP1.4 billion out 
of PHP2.5 billion) for Family Health and Responsible 
Parenting budget line item was allotted to the RO-NCR. 

At the same time, there was confusion on how the regional 
allotments of Central Office public health program budget line 
items (apart from central procurement) were to be spent. A number 
of ROs still requested for advice from Central Office despite the 
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fact that these funds were already part of regional allotments. This 
resulted in delayed execution of Central Office budget line items 
already released to the ROs. Moreover, the RO’s needed guidance in 
understanding their respective Local Health System Development 
Assistance (LHSDA) regional budget line item, which contained 
the amount of the previous year’s Harmonized Resource Transfer 
(HRT). This line item contained the amount of the previous year’s 
Harmonized Resource Transfer (HRT)21. To facilitate spending, and 
so that ROs would be able to anticipate the amounts earlier, the 
2014 budget integrated the amounts supposedly for the HRT. The 
2014 budget’s LHSDA did not have any breakdown per program 
(e.g., family health, TB, HIV/AIDS) to provide ROs leeway in 
spending such amounts based on its current priorities (UPecon-
Health Policy Development Program, January 2014).

The HPDP issued a technical advisory to the DOH, which 
recommended the following:

1. Revision of regional allocation of various public health 
programs to specify the amounts from the Central Office 
line items allotted to each RO for procurement and 
for operations support, prepare procurement plans and 
allocation lists, and develop specific guidelines for the 
transfer and utilization of the remaining funds for operation 
support;

2. Clarification from the DBM with respect to the allocation 
for ARMM and issuing the necessary guidelines for its 
transfer and use;

3. Adjustment of Family Health budget for the RO-NCR 
based on its allocation for centrally-procured commodities; 
and

4. Reiteration or clarification explaining further the nature 
and purpose of the LSHDA budget line item. 

Results. The DOH requested the DBM to include the regional 
allotments of 11 programs to the 2014 budget under the Office 
of the Secretary, given that these are for central procurement. 
Subsequently, concerned Central Office program managers revised 
their respective allocation per region. The DOH Central Office then 

21 The equivalent of the 2013 HRT amounting to PHP1.9 billion has already been included in the Local Health Systems 
   Development line item of the CHD. The budget execution of this line item is based on the discretion of the Regional 
   Director, and on the prevailing priorities of the RO. Hence, there was no breakdown of the HRT funds integrated in the 
   LHSDA line item (e.g., no breakdown for FP, TB, and other programs). 
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issued a “negative allotment” order that transferred huge portions 
of the regional allotment for public health programs from ROs 
to Central Office. The revised allocation also addressed the issues 
raised by identifying the specific amounts for central procurement 
of commodities and supplies, ARMM allocation per program, and 
Family Health for RO-NCR, which corrected the unusually large 
allocation in the GAA. 

The revised allocation for the ROs showed an overall decline from 
the initial amount of PHP9.1 billion to PHP5.9 billion. The 
difference of around PHP3.2 billion was then added to the existing 
Central Office allocation of the respective programs. This led to 
an increase in the Central Office budget for the management of 
public health programs, from just PHP400 million to PHP3.6 
billion (not for central procurement). This increase in the budget of 
Central Office programs led to concerns about absorptive capacity. 
In the past years, Central Office programs were usually unable to 
fully utilize their budgets within the year. There were concerns that 
unutilized portions of these budgets might just be sub-allotted to 
ROs later in the year. By then, it would be difficult for ROs to utilize 
these additional sub-allotments as these have not been provided for 
in their WFPs.

The HPDP further recommended for the full sub-allotment to ROs 
of any remaining regional allocation after taking out the amounts 
intended for the central procurement of commodities. Given that 
these amounts came from the budget allocation of programs for 
ROs, the HPDP proposed that these sub-allotments be used to 
support RO operations in implementing various programs. 

Part of the difficulty in managing budget execution was the 
information gap between Central Office and ROs. Addressing 
this information gap requires Central Office to regularly issue 
clarification and reiteration of new guidelines and procedures. 

For further details on the support for the allocation of 2014 public 
health budget, please refer to Part II, Chapter 1.0.
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5.2
Use of 
Sin Tax 
Proceeds 
for Health

During the first quarter of 2014, the DOH was advised by the 
DBM that an additional PHP9 billion from the sin tax22 proceeds 
would be released to the Department as supplemental budget, and 
that the DOH would need to propose incremental targets especially 
for public health. The HPDP assisted the DOH by assessing 
existing funding gaps in public health programs, and recommended 
allocation to specific health programs (UPecon-Health Policy 
Development Program, April 2014). Based on the assessment, there 
are current funding gaps for the following: 

1. Reducing unmet need for modern FP; 
2. Increasing facility-based deliveries in areas with no RHUs; 
3. Increasing access to primary care by engaging additional 

nurses, midwives and community health workers; 
4. Reducing teenage pregnancies; and 
5. Increasing coverage of the National TB Program. 

To address these, the HPDP proposed the following allocations: 
6. PHP1.0 billion for family planning; 
7. PHP4.8 billion for construction of 600 new RHUs; 
8. PHP2 billion for deployment of nurses, midwives, and 

community health workers; and 
9. PHP1.2 billion for TB.

To reduce maternal deaths, the HPDP also proposed that the 
following areas (that account for 36 percent of maternal deaths) be 
prioritized for implementation: Cebu, Cavite, Pangasinan, Rizal, 
Davao del Sur, Quezon, Negros Occidental, Laguna, Zamboanga 
del Sur, and Camarines Sur. The HPDP also recommended that 
an adolescent and youth reproductive health (AYRH) strategy 
be developed and implemented in Cebu, Quezon, and Negros 
Occidental as these areas were among the top areas with the most 
number of teenage pregnancies. 

To expand the coverage of the TB program, the HPDP proposed 
that the DOH implement a grant facility that would essentially 
contract private providers to cover cases missed by the public 
sector. The HPDP also proposed that this intensified TB effort be 
implemented in the following areas that comprise 30 percent of the 
TB burden: Cebu, Cavite, Bulacan, Negros Occidental, Quezon 
City, Pangasinan, Laguna, Rizal, Batangas, and Pampanga. 

22 Republic Act No. 10351, or the Sin Tax Reform Law passed in 2012.
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The DOH has identified the need to construct 1,200 new RHUs 
to keep up with the growing population. New construction should 
focus on addressing the RHU gaps in the priority provinces so 
that access to primary care, family planning, facility-based delivery 
services, and TB DOTS can be expanded in previously unserved 
areas. To complement the building of new RHUs and to intensify 
demand generation services, the HPDP proposed that PHP2 billion 
be allocated to engage public or private nurses, midwives and 
community health workers, especially in the priority provinces.

The expected outcomes from the PHP9 billion incremental budget 
include:

1. Reduce unmet need for modern FP from 4.2 million to 1.5 
million women;

2. Increase facility-based deliveries from 70 percent to 80 
percent;

3. Increase coverage of the NTP from 44 percent to 66 
percent of prevalent cases;

4. Increase access to Primary Care Benefit Package 1 from 65 
percent to 90 percent; and

5. Reduce teenage pregnancies from three percent to one 
percent.

For further details on the support for the use of sin tax proceeds for 
health, please refer to Part II, Chapter 1.0.

Special Provision 12 of the 2015 National Expenditure Program23 
mandated the use of PHP7.8 billion out of the 2015 DOH budget 
for the purchase and allocation of drugs, medicines and vaccines 
including medical and dental supplies for distribution to health 
care facilities. The same provision required the DOH to submit 
a distribution list per health care facility in every province. The 
submission of the distribution list by the DOH will trigger release 
of funds. In developing the distribution list, 80 percent of the drugs, 
medicines, and vaccines should be allocated to provinces where 
there are large numbers of poor families or households under the 
NHTS-PR by DSWD, and absolute number of poor and incidence 
of poverty are high. In addition, the DOH was also required to 
submit quarterly reports to the DBM, and post such reports on the 
DOH website (Department of Budget and Management, 2014b). 

23 This is the President’s Budget as submitted to both houses of Congress. Please see Part I, Chapter 2.0.

5.3
Allocation 
of the 2015 
Budget for 
Drugs and 
Medicines
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It was the first time that instructions to allocate centrally-procured 
commodities based on poverty burden were specified, including 
distribution of commodities directly to health facilities (instead of 
the ROs or PHOs). 

The HPDP issued a technical advisory to assist the DOH in 
complying with the provisions of Special Provision 12 particularly 
the need to come up with a distribution list per facility for all drugs, 
medicines and vaccines, and the actual distribution to said health 
facilities. In anticipation of the approval of the 2015 budget by the 
end of December 2014, the HPDP recommended that the DOH 
issue instructions to all bureaus, ROs, and other offices concerned 
to review, revise, and develop allocation and distribution lists 
of drugs, medicines and vaccines, including medical and dental 
supplies, consistent with Special Provision 12 (UPecon-Health Policy 
Development Program, December 2014). Non-compliance to the 
items indicated in the Special Provision 12 might delay the release of 
funds for the procurement of health commodities. In addition, the 
Logistics Management Division should also be instructed to facilitate 
distribution of commodities based on the revised allocation lists, 
and furnish the DOH ROs copies of allocation lists and delivery 
schedules at least 30 calendar days before the delivery.

Special Provision 12 was not implemented by the DOH. It was also 
unlikely that the DBM monitored compliance to Special Provision 
12. As a result, there were no changes made to the allocation lists of 
different programs, and when the advisory was sent to and discussed 
with the DOH. If the policy was strictly implemented, it could have 
facilitated the direct delivery of commodities to the health facilities 
where such commodities will be dispensed. Moreover, compliance 
could have facilitated timely delivery of commodities as delivery will 
not have to go through the regional and provincial levels.

For further details on the support for the allocation of 2015 budget 
for drugs and medicines, please refer to Part II, Chapter 1.0.
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From 2014 and 2015, the HPDP deployed budget analysts to the 
ROs to provide technical assistance on DOH budget execution. 
This was brought about by the increasing budget of the DOH as a 
whole and the shift of resources from the Central Office to the ROs. 
Specifically, budget analysts assisted in the review of financial reports, 
identified challenges to budget execution, and recommended specific 
actions to address such challenges. 

Based on the reports from the budget analysts, ROs IV-B 
(MIMAROPA) and VII (Central Visayas) had high budget 
utilization rates for both regional24 and central25 budget line items. 
It should be noted that ROs CAR and II (Cagayan Valley) had 
above average performance as seen in Table 2: DOH ROs classified 
according to budget utilization performance – Part II: Detailed 
Report on HPDP Support for Budget Execution.

However, there were ROs that had low budget obligation for 
both regional and central budget line items such as RO III 
(Central Luzon), RO IX (Zamboanga Peninsula) and RO XII 
(SOCCSKARGEN), which were advised to come up with a catch 
up plan. A number of ROs (seven out of 16) had low utilization 
for Central Office budget line items which, according to ROs, was 
due to inadequate guidance on the execution of the Central Office 
line items. In addition, some ROs had lower obligation rates for 
sub-allotted funds as some sub-allotments were unpredictable and 
sometimes issued toward the end of the year. For example, only two 
and seven percent of the sub-allotted funds were obligated by RO IX 
(Zamboanga Peninsula) and RO XI (Davao Region), respectively, as 
of the last quarter of 2014. Because ROs were not informed earlier, 
they were not able to integrate the amounts into their WFPs. 

One recommendation was to consider outsourcing of training 
activities to enable program coordinators to focus on other tasks 
to improve budget utilization and attain program goals. Another 
recommendation was to conduct early procurement activities before 
January of the forthcoming fiscal year (and subsequently award 
contracts once the GAA is approved). Moreover, Central Office 
should issue sub-allotments as early as the beginning of the year to 

5.4
DOH RO 
Budget 
Execution

24 Support to Regional Delivery of Services, Local Health Systems Development and Assistance (LHSDA), and Regional 
   Health Regulations
25 Program budgets from Central Office with corresponding regional breakdown. These include Family Health and responsible 
   parenting, TB Control, and Other Infectious Diseases including HIV.
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Beginning 2014, significant budget reforms were undertaken. 
The DBM started releasing a huge portion of the Central Office 
budget line items for public health programs and for health facility 
enhancement to the ROs via the GAARD policy. Moreover, the 
funds previously consolidated as sub-allotments from different 
Central Office programs were integrated into a broad budget line 
item called Local Health Systems Development and Assistance 
(LHSDA). This line item provided the ROs substantial flexibility in 
funding health interventions. However, fund utilization remained 
low due to several factors including the limited capacity of the ROs 
and the limited experience and capacity in managing transactions 
including describing scopes of work (SOW) or terms of reference 
(TOR) associated with outsourcing of functions. Lastly, there was 
limited knowledge of the flexibilities that can be done consistent 
with the procurement law (R.A. No. 9184).

enable ROs to integrate such funds in their respective WFPs. With 
respect to purchase and distribution of commodities, Central Office 
should provide ROs with the allocation list as early as January to 
enable ROs to anticipate gaps, and inform their LGU partners. As 
ROs usually conduct the training activities, some budget analysts 
recommended outsourcing the bulk of the training activities to 
capable institutions (UPecon-Health Policy Development Program, 
2014-2015). However, outsourcing is a capacity that still needs to be 
further developed at the ROs.

The deployment of budget analysts assisted the ROs in assessing 
budget execution and proposing measures to resolve bottlenecks. 
The DOH can effectively use the regional technical assistance by 
discussing such data and reports during national level meetings, 
e.g., command conferences on budget execution where the Regional 
Directors present status of budget spending. In addition, Central 
Office needs to provide adequate information and advice to the ROs 
with respect to the planning and execution of Central Office budget 
line items and sub-allotments. Central Office programs likewise 
need to seriously undertake budget and procurement planning and 
implementation.

For further details on the support for DOH RO budget execution, 
please refer to Part II, Chapter 2.0.

5.5
Procurement 
Planning and 
Contracts 
Management26

26 This HPDP support is covered in greater detail in the technical volume on Support to Capacity Building. Other aspects of 
   this product including institutionalizing of the short course in the DOH are discussed in the said technical volume. 
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The Short Course on Procurement Planning and Contracts 
Management aimed to address these challenges by strengthening the 
capacity of the DOH in effectively managing various steps in the 
procurement process. These include developing procurement plans, 
terms of reference (TOR), estimating budgets, preparing the required 
bid documents, setting criteria and evaluating bids, and managing, 
monitoring and evaluating service contracts. Although primarily 
a capacity-building activity, the short course aimed to address 
procurement delays and improve overall budget execution. 

The training modules are: Module 1 – Procurement Planning, Bid 
Preparation, and Scope of Work (SOW)/Terms of Reference (TOR) 
Development; Module 2 – Budget Planning, Program/Project 
Costing, and Expenditure Management; and Module 3 – Contracts 
Management, Monitoring, and Evaluation (UPecon-Health Policy 
Development Program, 2016). The learning from these modules 
shall be reinforced by applying these to a “live contracting” model 
as part of their actual work in the RO. The teams will develop their 
actual TOR/SOW contracting case and present this for comments 
and inputs by other RO teams and HPDP consultants.

To help sustain this initiative, the DOH needs to ensure that 
procurement modalities and actual experiences (i.e., success 
and failure) are adequately discussed within the organization to 
improve the confidence of participants in actual procurement 
work. There is a need to facilitate the organization of skilled staff 
on procurement to enable regular communication and exchange 
of ideas and experiences, including the possibility of inter-regional 
technical assistance or sharing of experiences. Eventually, this type 
of information exchange can be mainstreamed perhaps by having 
a segment on discussing procurement-related topics in regular 
conferences and meetings involving ROs.

For further details on the support for procurement planning and 
contracts management, please refer to Part II, Chapter 2.0.
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Since the launching of KP, the DOH substantially increased its 
fund transfer allocation to ARMM from PHP77 million in 2010 to 
PHP90 million and PHP157 million in 2012 and 2013, respectively. 
However, there was a key concern that the increase in fund transfers 
to ARMM might not have resulted in improvements in desired 
health outcomes in the region. Possible reasons include the limited 
capacity of local health providers to deliver services in these areas and 
inability of the DOH-ARMM to fully access the funds due to non-
liquidation of past releases of DOH funds.

The HPDP conducted an assessment of Harmonized Resource 
Transfer (HRT)27 for the mobilization of Community Health 
Teams (CHT), Maternal, Neonatal and Child Health and Nutrition 
(MNCHN) Program, and Health Facilities Enhancement Program 
(HFEP) (Esguerra, 2013). Covering the period 2010 to 2012, the 
assessment determined the actual levels of fund transfers, examined 
their effects on program performance, and identified the key factors 
that influence their effectiveness in ARMM. The assessment aimed 
to help the DOH design alternative transfer mechanisms or modify 
existing HRT guidelines. 

The assessment identified several implementation challenges at 
different levels that hinder the efficient and effective flow of fund 
transfers to ARMM. At the DOH Central Office level, the challenges 
include fragmented program management as program managers 
prepare their budgets separately, and presence of large amounts of 
unliquidated DOH fund transfers especially from HRT. At the 
regional level, the DOH-ARMM experienced a delayed release of 
funds from the DOH given the unliquidated funds. There was also 
fragmentation of programs at the regional level as ARMM followed 
program management at the DOH Central Office. At the local level, 
budget preparation needed better consultation and participatory 
planning, clearer guidelines for fund utilization and implementation, 
and a simplified reporting system.

Given the knowledge of challenges at all levels on ARMM resource 
transfers, the following recommendations were issued by the HPDP:

1. Unify and simplify the reporting requirements for the HRT 
programs; 

5.6
Determining 
Options 
for ARMM 
Resource 
Transfers

27 The Harmonized Resource Transfer (HRT) was an attempt to consolidate majority of the sub-allotments from different 
   programs (e.g., Family Health, TB Control, and Other Infectious Diseases) into one fund transfer for release at the beginning 
   of the year. The HRT started in 2009, and was integrated into the RO budgets beginning 2014.
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2. Allow the IPHOs to consolidate and manage as one 
account the funds received from different programs;

3. Explore arrangement with the DBM to directly deduct 
from the DOH budget any transfers to ARMM and credit 
the same to ARMM’s allotment; and 

4. Transfer funds to the DOH-ARMM, through the nearest 
ROs, only when necessary, such as in case of emergencies.

For further details on the support for determining options for 
ARMM Resource Transfers, please refer to Part II, Chapter 2.0.

Selected health indicators show the poor health status of Filipinos 
in ARMM relative to the rest of the country in terms of maternal 
mortality (60 percent higher than national rates at 245 versus 154 
per 100,000 live births), and under-five mortality (nearly triple 
at 94 versus 34 per 1,000 live births). ARMM also consistently 
ranked lowest in terms of modern family planning use (15 percent), 
antenatal care (47 percent), skilled birth attendance (19 percent), 
and child immunization (30 percent). These low utilization rates 
explain the high number of poor individuals with inadequate access 
to critical health services, including 260,871 women with unmet 
need for family planning, 394,634 mothers that delivered at home 
assisted by traditional birth attendants, and 38,672 children not fully 
immunized (UPecon-Health Policy Development Program, 2012).

The HPDP provided support in the preparation of the ARMM 
Marshall Plan on Health by issuing an advisory that was 
recommended to have the following elements: 

1. Upgrade facilities that can immediately deliver critical life-
saving health care services; 

2. Provide adequate security to health personnel and health 
assets; 

3. Ensure direct and transparent transactions to ensure that 
new investments translate to real improvements in the 
capacity to deliver care; and 

4. Provide special emergency transport and communications. 

The HPDP recommended that investments for health facilities 
should focus on upgrading a centrally accessible hospital in each 
province to a Level 3 facility,28 and upgrading district and selected 

5.7
Preparation 
of the 
ARMM 
Health 
Marshall 
Plan
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municipal hospitals to a Level 2 facility29. A system of emergency 
transport (including dedicated emergency air transport) and 
communications facilities need to be established especially in island 
provinces of ARMM (i.e., Basilan, Sulu, and Tawi-Tawi). In addition 
to providing for critical health human resources, the HPDP also 
proposed that critical drugs and medicines, and health commodities 
be part of support to operational expenditures. 

A massive and coordinated assistance to improve health outcomes 
in ARMM is seriously needed. However, such assistance should 
be part of a larger framework of support including other sectors 
(e.g., education and infrastructure) and other stakeholders (private 
sector and other international organizations). There is also a need 
to augment personnel handling financial transactions including 
liquidation reports, and improve capacity of existing staff.

To effectively transfer equipment and commodities to the DOH-
ARMM, IPHOs, and ARMM LGUs, it is imperative that the DOH 
understands specific issues and bottlenecks in the movement of 
goods from the DOH to the end recipient in ARMM. This should 
be facilitated by conducting brief consultation and an assessment of 
existing system and specific bottlenecks of the distribution system 
in ARMM. Based on this understanding, the DOH’s distribution 
system needs to be adjusted to current conditions present in ARMM. 
A modified distribution system for ARMM needs to be acceptable to 
key stakeholders including the DOH-ARMM, IPHOs, and LGUs. 

For further details on the support for the preparation of the ARMM 
Health Marshall Plan, please refer to Part II, Chapter 2.0.

28 Level 3 hospitals provide specialized services through formalized departments for each of the major clinical specialties: 
   Medicine, Pediatrics, Surgery, and Obstetrics and Gynecology.
29 Level 2 hospitals are also capable of providing specialized services as Level 3 hospitals but the number of qualified specialists 
   and case load do not meet requirements for departmentalization as prescribed by the respective specialty societies.
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In the past five years, the DOH reverted almost PHP4 billion to the Treasury due 
to unobligated allotments from CONAP30. With the increasing budget, obligation 
of current budget has been erratic. On the other hand, CONAP utilization has been 
increasing since 2014 after taking a plunge in 2013 that resulted in a huge amount of 
lapsed CONAP. This unused or reverted budget was partly caused by the overlapping 
of available allotments from current budget and CONAP, that made the execution of 
the DOH budget much more challenging. In turn, the overlap of allotments happened 
because budget execution strategies were not able to keep up with the continuous 
budget increases. When taken in the context of the entire budget process, these were 
mere symptoms of a systemic problem which point to the weak link between budget 
preparation and execution. 

4.0
Initial HPDP Support for DOH 
Budget Execution

6.0
Key Challenges on DOH Budget 
Execution

30 Funds appropriated in the previous year but are still available for obligation during the current year. In contrast, current 
   appropriations are those included in the current year’s GAA.

DOH budget utilization (operationally defined as total obligations 
as a proportion of total allotment) has improved from 69 percent 
in 2011 to 87 percent in 2015. As of December 2016, budget 
utilization has reached 87 percent – 85 percent for current budget 
and 96 percent for the CONAP. 

This can be traced to some efficiency improvements and supportive 
policies. Previously, the first half of the year usually has low 
obligation rate because of delays in procurement. Starting 2015, early 
procurement activities were initiated. In addition, supportive policies 
were issues such as the GAA as a Release Document (GAARD) 
policy in 2014 that allowed agencies to obligate funds as soon as the 
GAA is approved without the need for additional allotment orders 
from DBM. 

Although budget utilization has improved since 2011, the DOH 
needs to continually find ways to fully utilize its budget. The DOH 
usually returns a significant amount to the Treasury. The biggest 
unutilized budget was in 2013 when the DOH returned almost 
PHP1.5 billion from its 2012 budget appropriation. This was 
significantly reduced to around PHP427 million in 2014 although 
the amount has increased to PHP571 million in 2015. While this 
is a small percentage of the annual total DOH budget, PHP500 

6.1
Reverted 
Funds due to 
Poor Budget 
Use
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million is a huge amount that can and should be used to improve 
health care, particularly for the poor. In 2016, the DOH returned 
only around PHP394 million to the Treasury.

The DOH had an almost PHP1.5 billion lapsed CONAP in 2013 
because it was not able to fully obligate the PHP3 billion allotment 
it received from the DBM in 2013. The allotment was supposed to 
be released by the DBM in 2012 as part of the 2012 GAA. However, 
because the allotment was released a year after, it was available only 
until December 2013. Thus, the DOH did not have enough time to 
obligate the funds (capital outlay). The PHP3 billion allotment was 
released for equity for the modernization of 25 regional hospitals 
under the PPP. When the DOH received the allotment a year after 
it was appropriated, around PHP1.7 billion was sub-allotted to 
specialty and regional hospitals. Of the PHP1.3 billion remaining, 
only 35 percent was obligated by the Central Office, leaving almost 
PHP900 million unobligated funds that reverted to the Treasury. 
The rest of the unobligated funds came from other budget line items 
from the Central Office and ROs. 

With respect to the previous year’s unspent amount of PHP995 
million, the CONAP allotment of more than PHP8 billion was just 
too huge to obligate even until 2012 (the second year of the funds 
availability). This huge CONAP was due to poor utilization of 
HFEP funds (Central Office), and the huge sub-allotments from the 
Central Office to the ROs that competed with the utilization of their 
own allotments. 

Table 1.
Allotment, 
Obligations, 
and Balances, 
in Million PHP, 
2012-2016

Current 
Allotment

Obligations % Balance CONAP
Allotment

Obligations % Lapsed
Allotment

2012 30,731 27,316 89 3,415 8,459 7,464 88 995

2013 41,480 35,607 86 3,926 6,325 4,864 77 1,462

2014 49,688 40,618 82 9,069 6,359 5,932 93 427

2015 64,363 55,921 87 8,442 8,447 7,875 93 571

2016 78,637 67,051 85 11,586 11,117 10,723 96 394

Source: Statement of Allotment, Obligations and Balances 2012-2016, DOH FMS
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A key reason for lapsed allotments (CONAP) was the difficulty in 
managing competing execution of allotments from the current year 
and CONAP. As in the past few years, this situation usually happens 
when a big proportion of allotments are carried over to the second 
year of availability of funds. 

Given the usual availability of appropriations for MOOE and 
Capital Outlay (CO)31 for two years, agencies are allowed to obligate 
MOOE and CO until the following year. This is indicated in 
Section 3 of the General Provisions of the 2017 GAA (Department 
of Budget and Management, December 2016a). However, the 
President’s Veto Message puts this provision in conditional 
implementation and directs “all agency heads to ensure obligation of 
all programs, activities and projects funded under this Act not later 
than December 31, 2017. Failure to do so might have a devastating 
effect (Department of Budget and Management, 2016b).” 
Unfortunately, the Veto Message does not stipulated sanctions, and it 
does not necessarily mean that the funds shall revert to the Treasury 
after a year similar to the standard treatment of funds which are not 
obligated within the availability period stated in the GAA.

Interestingly, Section 63 of the General Provisions of the 2013 GAA 
specified a provision of one year availability period, i.e., the 2013 
GAA funds are valid only until the end of FY 2013 (Department of 
Budget and Management, 2012b), which was subsequently reiterated 
in the President’s Affirmation Message (Department of Budget 
and Management, 2012c). This may be DBM’s initial attempt at 
limiting the availability of funds to only one year. Although due to 
the abolition of PDAF in the same year, Congress issued a resolution 
suspending the one-year availability of appropriations to allow using 
available 2013 PDAF including calamity funds in 2014 (Department 
of Budget and Management, 2016b). 

In the 2014 GAA, this provision was slightly relaxed. Section 17 
of the 2014 GAA still referred to the same one year availability for 
spending although it allowed for “payment of unbooked obligations 
incurred in prior years” subject to validation by the Commission on 
Audit (COA), and which shall be charged against available savings 
of the agency (Department of Budget and Management, December 

6.2
Competing 
Execution 
of Current 
and CONAP 
Budgets

31 Capital Outlay (CO) refers to appropriations for durable goods which are used for productive purposes such as 
   construction of hospitals and other health facilities. It includes purchase of equipment and fixed assets, the benefits of which 
   extend beyond the budget year, and add to the assets of the government (Department of Budget and Management, 2012a). 
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2013b). However, in the 2015 GAA, the availability period was 
reverted to two years (Department of Budget and Management, 
December 2014a). In the same manner as the President’s Veto 
Message in the 2017 GAA, this was placed under conditional 
implementation instructing heads of agencies to ensure that priority 
programs and projects are executed within one year (Department of 
Budget and Management, December 2014b). In the 2016 GAA, the 
General Provisions provided for the same two-year validity although 
this time, it was not subjected to conditional implementation 
(Department of Budget and Management, 2015).

This issue on competing budget execution between appropriations of 
the current year and CONAP is more pronounced when discussed 
in the context of Central Office budget line items with regional 
breakdown, and sub-allotments to ROs. A key challenge is to 
provide adequate and advance information to ROs with respect to 
the amounts and purpose of such funds. The confusion arising from 
inadequate information/advice from Central Office to ROs in 2014 
should serve as a valuable lesson. As the amounts from Central Office 
budget line items were larger than the regional budget line items, the 
provision of huge budgets to ROs were at times not welcome because 
no prior information were provided. Moreover, such large amounts 
were not included in their WFPs. Pouring such funds to ROs 
without adequate information and preparation would derail even 
the execution of their own regional line items. Consequently, failure 
to execute regional line items during the current year will result in a 
rollover of allotments to the following year (CONAP) that will make 
budget execution more difficult as the new budget is released. 

There were cases as well when sub-allotments to ROs during the year 
competes with execution of current budget and even CONAP, when 
sub-allotments are issued during the second year of availability of 
funds. These late sub-allotments imply that the activities being sub-
allotted were not planned, and/or transfer of funds was being done 
to shift responsibility to the ROs because of Central Office program’s 
inability to properly execute their budgets.
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DOH programs are usually not able to obligate most of the current 
year’s budget during the first year. This practice should not be much 
of a problem with a PHP10 billion to PHP11 billion budget (e.g., 
2006 and 2007). However, the magnitude of the current DOH 
budget requires minimizing such overlap of allotments to prevent 
CONAP lapses. The increase in the succeeding year’s budget with 
increments larger than the previous year is enough reason for the 
DOH to strive to obligate current funds within the current year. 
There are also cases when delays in procurement cause spillover of 
allotments to the second year due to the weaknesses of the DOH in 
procurement planning and contracts management cited in Part I, 
Chapter 5.0. 

While not being able to manage competing current and CONAP 
allotments result in lapsed CONAP, the overlapping allotments can 
be traced to budget planning and execution strategies that were not 
able to keep up with the annual budget increase. DOH program 
managers and other staff were used to implementing their own 
activities rather than outsourcing. This was the predominant way 
of executing their respective budgets although the negative effect is 
much more pronounced now because of the magnitude of the DOH 
budget especially from 2014 onwards. This mode continues up to 
the present when public health program managers handle budgets 
amounting to hundreds of millions and even billions, e.g., family 
health and TB. The situation is made more difficult due to time-
consuming training and other activities that occupy the managers 
(except on Mondays when they hold meetings and are usually not 
allowed to travel). 

In Figure 1 (The Budget Cycle), budget preparation and execution 
are phases of the budget cycle wherein critical support can be 
provided to the DOH. The budget legislation stage consists of a 
series of processes done by the legislature. Aside from advocacy 
and lobbying, there is not much that the DOH can do during 
this phase other than wait for the results of deliberations that may 
include further requests for information by Congress or Senate. The 
budget accountability phase, on the other hand, is devoted to the 
preparation and submission of reports and the conduct of audit by 
COA. 

6.3
Budget 
Execution 
Strategies 
not able to 
Keep Up

6.4
Weak Link 
between 
Budget 
Preparation 
and 
Execution
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As discussed in Figure 4 (Budget Execution), preparatory activities 
for budget execution start in October of the previous year, and actual 
obligation of funds are done beginning January or upon approval 
of the GAA for the current year. However, this phase usually is 
focused on drawing funds from unobligated allotments to facilitate 
spending. The decision on how much to allocate for which activities 
is done much earlier – during the budget preparation stage wherein 
DOH programs/offices prepare their respective OPLANs that 
contain the activities, timeframe, performance indicators and targets, 
resource requirements, and responsible person for each activity. The 
consolidated OPLANs serve as the basis of the Tier 1 and Tier 2 
budget proposals, as seen in Figure 2: Budget Preparation. Upon 
approval of the budget, the OPLANs are converted into the Work 
and Financial Plans (WFPs) of the different programs/offices. 

A review of targets versus actual performance of activities done 
two years ago is already included in the usual guidelines in the 
preparation of the OPLAN. Unfortunately, the preparation 
of OPLAN and WFPs seems to have been left to the program 
managers. Apart from the annual submission and consolidation of 
WFPs, there seems to have been no substantive analysis done in 
terms of addressing challenges such as previous spending bottlenecks. 
Such analysis could have guided the necessary adjustments in 
procurement and WFP preparation.

In addition, assuming that budget execution performance and issues 
are seriously analyzed, the DOH gets to review the proposed modes 
of procurement and other details only in the consolidation of the 
PPMP into the annual procurement plan during the last quarter of 
the preceding year. There is a need for different DOH programs/
offices to propose corresponding changes or adjustments to the 
modes of procurement based on bottlenecks encountered in the past 
years.

Note that HPDP support was provided usually during the budget 
execution phase. Even the technical assistance on preparing 
allocation for the forthcoming supplemental budget was done after 
the approval of the GAA. There were some high level meetings on 
the preparation of the DOH budget wherein the HPDP was invited 
but these were before the resignation of Secretary Enrique Ona in 
2014. During those times, the meetings were focused on how much 
to allocate to which priority expenditure item. There was inadequate 
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effort done in seriously assessing if the OPLANs, WFPs, and APPs 
were addressing the budget execution bottlenecks encountered 
during the previous years. As discussed in previous sections, there 
was a weak link between WFPs and budget execution. In addition, 
there were basic problems encountered even in the harmonization 
of procurement plans. In the April 2012 DOH Supply Chain 
Management Unit Action Planning, it was reported that there were 
cases of procurement of the same drug, and sometimes at different 
prices (Millar, 2016).
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Improving budget execution requires institutionalizing certain changes in the entire 
budget cycle particularly for budget preparation and execution. Below are key short-
term improvements that can be done by the DOH in the context of the budget cycle. 
A key long-term reform that needs to be undertaken is the improvement of the DOH’s 
capacity in procurement planning, results-based contracting, and contracts management.

4.0
Initial HPDP Support for DOH 
Budget Execution

7.0
Key Recommendations

Y-1, Q1. Prior to the preparation budget proposals for Tier 1 and 
Tier 2, challenges in program implementation including bottlenecks 
in spending should be identified, and addressed in the OPLANs. As 
the current budget preparation process allows DOH programs and 
offices to prepare OPLANs in the first quarter of the year, the most 
recent reports that may be reviewed in terms of performance are 
those covering two years prior to the budget year. For example, for 
the 2017 budget, OPLANs were prepared in first quarter of 2016, 
and the most recent reports available at that time were for the year 
2015. Nevertheless, issues like unobligated balances and delays in 
procurement, for example, should be reviewed and addressed during 
this stage.

Y-1, Q1: During the preparation of the OPLANs, DOH programs 
and offices should indicate the breakdown of proposed budgets into 
those for Central Office program management, central procurement, 
regional allotments, and sub-allotments. ROs will require advance 
information on regional allotments from Central Office budget line 
items and proposed sub-allotments during the preparation of their 
procurement plans and WFPs for all sources of funds. The DOH 
should strive to integrate all possible sub-allotments to ROs within 
the regional breakdown of the Central Office budget line items. This 
ensures that the amounts to be sub-allotted are already part of the 
regional allotments issued to ROs at the beginning of 
the year.

7.1
Assess 
Spending 
Bottlenecks 
prior to 
OPLAN 
Preparation 

7.2
Specify 
Regional 
Breakdown 
of Proposed 
Budget
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Y-1, Q3: DOH programs/offices should develop their respective 
PPMPs based on the assessment of spending bottlenecks done during 
OPLAN preparation, and the additional challenges that may have 
been encountered in the past months after the budget proposals 
were submitted. This should provide DOH programs/offices 
valuable inputs in determining critical details including procurement 
modalities and options for doing bulk contracting to facilitate 
spending and contracts management.

Y-1, Q4: To address possibilities of procurement overlaps from 
different DOH programs/offices, meetings should be conducted 
to harmonize PPMPs. From these meetings, the draft/tentative 
consolidated procurement timelines should be prepared and 
disseminated to serve as inputs for the preparation of WFPs by the 
DOH Central Office and ROs once the allotments are issued at 
the start of the year (via GAARD in January of the current fiscal 
year). During these meetings, the DOH should ensure that the APP 
addresses spending bottlenecks identified in the preparation of the 
PPMPs.

Current year, Q1: More than just converting OPLANs into 
WFPs, the process of preparing WFPs upon approval of the GAA 
should ensure that the challenges identified during the OPLAN 
preparation are addressed including spending bottlenecks, and recent 
performance and challenges encountered during the past year (after 
the OPLANs were submitted). These WFPs guide budget execution 
throughout the year, and should contain information on allotments 
(with regional breakdown) and sub-allotments to be issued at the 
beginning of the year. In addition, the distribution list and schedule 
of health commodities should be attached to the WFPs.

Current year, Q1: As soon as the WFPs are prepared, the DOH 
Central Office should provide ROs with final amounts for sub-
allotment, and the distribution list of health commodities. ROs need 
to validate the amounts previously indicated in the OPLANs, and 
adjust accordingly in case there are changes. The distribution list 
of commodities should guide ROs in anticipating deliveries to the 
region and to their partner LGUs, as well as guide any augmentation 
that may be done by ROs and/or the LGUs. The approved GAA 
should guide ROs regarding Central Office budget line item 
allotments with regional breakdown (net of central procurement). 

7.3
Use 
Assessment 
Results in 
Preparing 
PPMPs 

7.4
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7.5
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Current year, Q1. Based on the approved WFPs, budgets to be 
transferred to the ROs, which have not been included in the regional 
allotments, should be sub-allotted to ROs at the beginning of the 
year only. Except in cases of new/urgent priorities, emergency or 
disaster, Central Office programs should not be allowed to sub-allot 
during the rest of the year or period of availability of funds. The 
WFPs at the beginning of the year should already indicate which 
of the funds would be sub-allotted to ROs. If the WFPs are done 
properly, there should not be any reason to expect sub-allotments 
in the middle, or worse, towards the end of the year. In addition, 
no sub-allotment should be allowed if not included in the approved 
WFP of the originating offices. This should enjoin Central Office 
programs to seriously undertake the planning, preparation, and 
implementation of their respective WFPs.

Current year, Q1. Upon receiving regional allotments from the Local 
Health Systems Development and Assistance (LHSDA) budget line 
item, each RO should determine breakdown of LHSDA funds. Even 
if LHSDA contains previously sub-allotted amounts from different 
Central Office budget line items, the original breakdown by source 
was only used to generate the total amount of the Central Office 
component of the LHSDA line item. The execution of the LHSDA 
budget entirely depends on the regional priorities as determined 
by the Regional Director. The breakdown at the beginning of the 
year should guide the different program coordinators at the RO in 
executing such funds and integrating the amounts and activities in 
their respective WFPs.

Current year, Q1 and Q3: The DOH should conduct budget 
execution conferences in two phases: first in January before the 
finalization of the WFPs, and in September just before the last 
quarter of the year. Both conferences should be convened by 
the Secretary of Health where Central Office and RO Directors 
present budget execution plans and status. The purpose of the 
conferences is to discuss spending bottlenecks and determine actions 
that can facilitate spending and, at the same time, attainment of 
target outcomes. The presentations on budget execution status 
and challenges should highlight comparison of budget utilization 

The DOH Central Office should issue additional guidelines and/or 
advice whenever necessary. 
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including among regular regional allotments, allotments from 
Central Office budget line items, and sub-allotments. For the 
first conference, Central Office and RO Directors should discuss 
performance in terms of attainment of target outcomes and budget 
utilization in the past year. Issues and challenges encountered should 
be highlighted, including how such challenges were addressed 
to prevent similar issues in the implementation of the WFP for 
the current year. For the second conference, presentations and 
discussions can focus on the performance and challenges for the past 
nine months. The aim is to address bottlenecks and catch up within 
the remaining months.

Y+1, Whole Year: The DOH should strive to execute its current 
budget during the first year following the President’s Veto Message 
in the 2017 GAA which directs all agencies to obligate funds under 
the 2017 GAA not later than December 31, 2017 (Department of 
Budget and Management, 2016). This not only reduces the chances 
of competing spending for CONAP but also improves budget 
utilization performance in the long run. However, the DOH may 
need to prepare for the possibility of having a huge lapse in CONAP 
for the first year of no-CONAP implementation. While the GAA 
does not explicitly indicate penalties, poor performance may have an 
effect in the subsequent requests for additional funding. 

The summary of recommendations containing proposed changes in 
DOH budget preparation and execution are contained in Table 2.

To address the ineffective budget execution strategy, the DOH 
should package program activities into projects that may be 
outsourced to capable institutions. The packaging should be based 
on delivering results rather than specific activities. 

Results-based or outcomes-based contracting is defined as “a 
procurement strategy that ties compensation to a contractor’s ability 
to meet, or exceed, defined program outcomes in a meaningful and 
measurable way—rather than simply linking contract payments to 
a contractor’s ability to accomplish tasks on a project list” (Romeo, 
2014). This is more important than contracting a list of tasks because 
contractors are also able to help in delivering the intended results. 
Moreover, this contracting modality helps ensure that the goals of 
the DOH and the contractors are aligned in the process. On the 

7.10
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7.11
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Contracting 
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whole, improving contracting skills shifts the role of the program 
managers from direct implementation of programs to developing and 
managing contracts and performance monitoring. 

Shifting from direct implementer to contract manager requires skills 
in developing outcomes-based scopes of work or project terms of 
reference, and managing contracts. In addition, the DOH needs to 
build and sustain partnerships with institutions including individual 
contractors. Outcomes-based contracts usually involve bulk 
contracting, i.e., several related deliverables in one contract, and are 
best awarded to institutions. 

Operationally, this may imply identifying activities contributing to 
the same result or outcome. These identified activities can then be 
packaged into one or a few big contracts. Ideally, the preparation 
of TORs for bulk contracts can be done during the third quarter of 
the previous year (Y-1, Q3) when DOH programs/offices prepare 
their respective PPMPs, all the way to the consolidation into APPs 
in the last quarter of the same year (Y-1, Q4). However, in view 
of the current limitations, the DOH should continue its effort to 
improve the capacity of staff on procurement planning and contracts 
management.

Table 2.
Proposed Changes in the DOH Budget Preparation and Execution

Q1  
( January to March)

Q2  
(April to June)

Q3  
( July to September)

Q4  
(October to December)

Budget 
Preparation
(Y-1)

•	 DBM issues budget 
call

•	 DOH conducts 
consultations

•	 DOH assesses 
spending bottlenecks 
during preparation of 
OPLAN

•	 DOH specifies 
regional breakdown 
of proposed budget 
(net of central 
procurement) and 
sub-allotments

•	 DOH submits Tier 1 
budget proposal

•	 DBM conducts Tier 
1 deliberations

•	 DOH conducts 
consultations (cont.)

•	 Budget priorities 
framework

•	 DOH submits Tier 2 
budget proposal

•	 DBM conducts Tier 
2 deliberations

•	 DBM conducts 
Tier 2 deliberations 
(cont.)

•	 DBM, DOF, and 
NEDA present 
the budget to the 
President and 
Cabinet

•	 DBM validates and 
consolidates the 
budgets 

•	 The President 
submits the proposed 
budget to the 
Congress (NEP)

Notes: Y-1 refers to the previous year, Y+1 refers to the following year; additional items are capitalized and in red font.
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Q1  
( January to March)

Q2  
(April to June)

Q3  
( July to September)

Q4  
(October to December)

Budget 
Legislation
(Y-1)

•	 House deliberations
•	 Senate deliberations

•	 House deliberations 
(cont.)

•	 House Committee 
on Appropriations 
transmits the GAB to 
the Senate

•	 Senate deliberations 
(cont.)

•	 Senate Committee 
on Finance approves 
and issues the Senate 
version of the GAB

•	 Bicameral 
deliberations

•	 Ratification and 
submission

•	 Enactment (President 
signs the GAA into 
law)

Budget 
Execution
(Y-1)

•	 Programs/Offices 
prepare PPMPs upon 
issuance of the NEP

•	 Programs propose 
adjustments in 
budget execution 
strategies based 
on assessment of 
spending bottlenecks 
in OPLAN and past 
months

•	 DOH conducts 
meetings to discuss 
procurement 
bottlenecks and 
harmonize PPMPs

•	 DOH consolidates 
PPMPs into APP 
and submits APP to 
DBM 

•	 Early procurement
•	 DOH submits BED 

budget program

Budget 
Execution
(Current Year)

•	 Allotment release 
(GAARD)

•	 DOH programs/
offices prepares WFPs 
based on OPLANs 
and the approved 
GAA

•	 DOH programs/
offices use OPLANs, 
assessment of 
spending bottlenecks, 
and Y-1 performance/
challenges in the 
preparation of WFPs

•	 DOH Central Office 
provides timely 
information to 
ROs on allotments, 
sub-allotments and 
distribution list of 
commodities

•	 DOH Central Office 
issues sub-allotments 
to ROs

•	 Allotment release 
(cont.)

•	 Obligation (cont.)
•	 Cash allocation 

(cont.)

•	 Allotment release 
(cont.)

•	 Obligation (cont.)
•	 Cash allocation 

(cont.)
•	 DOH conducts 

budget planning and 
execution conferences 
(Part II)

•	 Allotment release 
(cont.)

•	 Obligation (cont.)
•	 Cash allocation 

(cont.)
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Q1  
( January to March)

Q2  
(April to June)

Q3  
( July to September)

Q4  
(October to December)

•	 ROs determine 
breakdown of 
LHSDA allotment 
across programs

•	 Obligation
•	 Cash allocation 
•	 DOH conducts 

budget planning and 
execution conferences 
(Part II)

Budget 
Execution
(Y+1)

•	 Obligation 
(CONAP)

•	 Obligation 
(CONAP)

•	 Obligation 
(CONAP)

•	 Obligation 
(CONAP)

Budget 
Accountability
(Current Year)

•	 Performance targets
•	 Citizen engagement
•	 Monitoring and 

evaluation
•	 Agencies’ 

accountability reports
•	 Performance review
•	 In-year reports

•	 Citizen engagement 
(cont.)

•	 Monitoring and 
evaluation (cont.)

•	 Agencies’ 
accountability reports 
(cont.)

•	 Performance review 
(cont.)

•	 In-year reports 
(cont.)

•	 Citizen engagement 
(cont.)

•	 Monitoring and 
evaluation (cont.)

•	 Agencies’ 
accountability reports 
(cont.)

•	 Performance review 
(cont.)

•	 In-year reports 
(cont.)

•	 DBCC mid-year 
report

•	 Citizen engagement 
(cont.)

•	 Monitoring and 
evaluation (cont.)

•	 Agencies’ 
accountability reports 
(cont.)

•	 Performance review 
(cont.)

•	 In-year reports 
(cont.)

Budget 
Accountability
(Y+1)

•	 DBCC year-end 
report

•	 COA conducts audit

•	 COA conducts audit 
(cont.)

•	 COA conducts audit 
(cont.)

•	 COA conducts audit 
(cont.)

Source: Kuwento sa Bawat Kuwenta: A Story of Budget and Management Reforms 2010-2016 (Department of Budget and 
Management, 2016b)
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The challenges related to budget execution became more pronounced starting 2014 
because of the changes in the budget structure, which provided more budget to the ROs. 
While in previous years, Central Office budgets were larger because they were expected 
to sub-allot budgets from public health programs during the fiscal year (and even the 
year after), all budget line items for health programs were mandated to have a regional 
breakdown. This regional breakdown of budget line items became part of the regional 
allotments available to the ROs at the beginning of the year. For the Central Office, the 
challenge was to facilitate better understanding of the budget reforms and implications 
in relation to ROs. The ROs, on the other hand, needed to adjust their overall budget 
execution strategies and spending plans given the amount that must be utilized annually, 
while ensuring that such budgets are used effectively to improve health outcomes.

1.0
HPDP Support for Budget 
Execution at the Central Office

Situation. Based on the HPDP’s review of the 2014 GAA, the 
allocation per program per RO did not distinguish between budgets 
intended for central procurement of commodities and that for 
support to operations. In addition, the nationally-funded public 
health programs did not provide explicit allocations for ARMM. 
This was an issue because GAA Special Provision No. 20 required the 
DOH to ensure regional allocation for the requirements of ARMM 
(Department of Budget and Management, December 2013b). 
Moreover, more than half of the allocation (i.e., PHP1.4 billion out 
of PHP2.5 billion) for Family Health and Responsible Parenting 
budget line item was allotted to the RO-NCR. This affected how the 
RO-NCR managed and executed the allocation. 

Due to the huge increases in the DOH budget, particularly from 
2013 to 2014, and the ongoing budget reforms at the national level, 
the DOH initially encountered difficulties in managing regional 
budget execution of Central Office budget line items. Specifically, 
the abolition of PDAF in 2013 required all agencies, including the 
DOH, to provide a breakdown for all lump sum funds, particularly 
Central Office budget line items, including public health programs. 
This implies that instead of the Central Office transferring the funds 
to ROs through sub-allotment, the regional allocation of such public 
health program line items were already integrated in the RO budgets. 
Moreover, the Central Office need not issue any guidelines over the 
spending of these amounts. In line with the issuance of the GAARD 
policy in 2014, these funds were already considered released to the 

1.1
Allocation 
of the 2014 
Public Health 
Budget 
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32 The equivalent of the 2013 HRT amounting to PHP1.9 billion has already been included in the Local Health Systems 
   Development line item of the CHD. The budget execution of this line item is based on the discretion of the Regional 
   Director, and on the prevailing priorities of the RO. Hence, there was no breakdown of the HRT funds integrated in the 
   LHSDA line item (e.g., no breakdown for FP, TB and other programs). 

ROs upon approval of the GAA, i.e., ready for obligation at the start 
of the year.

Nature of assistance. The HPDP further assessed the issues 
surrounding the 2014 budget. It was noted that the regional 
breakdown of the public health program budget items in the 2014 
DOH budget included a portion to be used for central procurement 
of public health commodities. This procurement mode is usually 
being used to purchase commodities at lower cost, and ensure 
coordination of purchases. The DOH Central Office initially failed 
to explain to the ROs that such amounts for central procurement was 
integrated in the regional allocation. Given the intended purpose, the 
ROs could not spend such amounts. 

There was confusion on how the regional allotments of Central 
Office public health program budget line items were to be spent 
(apart from central procurement). As the ROs were used to 
limiting most of their spending activities to their respective regional 
allotments, ROs prioritized obligation of their regional allotments 
while waiting for Central Office advice. On the other hand, Central 
Office claimed that there was no need for additional guidelines as the 
2014 GAA (and the 2014 NEP) already indicated that these were 
regional allotments, and hence for spending of ROs. Nevertheless, a 
number of ROs still requested for direction from Central Office. This 
resulted in delayed execution of Central Office budget line items 
already released to the ROs.

Even in their respective Local Health System Development 
Assistance (LHSDA) regional budget line item, there was also 
confusion from the ROs in terms of budget execution. This line item 
contained the amount of the previous year’s Harmonized Resource 
Transfer (HRT)32, which was a consolidated amount from all public 
health programs that were usually sub-allotted by Central Office 
to ROs. To facilitate spending, and so that ROs would be able to 
anticipate the amounts earlier, the 2014 budget integrated the 
amounts supposedly for the HRT. The 2014 budget’s LHSDA did 
not have any breakdown per program (e.g., family health, TB, HIV/
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33 NHIP premium subsidies are considered outright transfer of appropriation by the Central Office to PhilHealth and, hence, 
   shall not be part of the allotment of the ROs.
34 Informal/Verbal advice given by DBM staff members to Assistant Secretary Gutierrez.

AIDS) to provide ROs leeway in spending such amounts based on its 
current priorities.

Based on the assessment, the HPDP issued a technical advisory to 
the DOH proposing for the revision of regional allocation of various 
public health programs to address the abovementioned concerns. 
In particular, programs were asked to specify the amounts from the 
Central Office line items allotted to each RO for procurement and 
for operations support. After the amounts for central procurement 
have been identified, corresponding procurement plans and 
allocation lists need to be developed. In addition, specific guidelines 
for the transfer and utilization of the remaining funds for operation 
support need to be issued as well. The HPDP also proposed that the 
DOH seek clarification from the DBM with respect to the allocation 
for ARMM and issue the necessary guidelines for its transfer and use. 
As for the huge allotment given to the RO-NCR from Family Health 
and Responsible Parenting, the HPDP requested clarification from 
the DOH regarding the purpose of such allocation and suggested 
for the necessary adjustments to the allocation of the Family Health 
budget based on its allocation for centrally-procured commodities. 
If such amount was not erroneously placed, then specific guidelines 
need to be issued to facilitate utilization of these funds. Regarding 
the execution of the LHSDA funds, the HPDP suggested that the 
DOH issue reiteration or clarification explaining further the nature 
and purpose of the LSHDA budget line item (UPecon-Health Policy 
Development Program, 2014). 

Results. In a letter to the DBM, the DOH requested for the 
inclusion of regional allotments of 11 programs to the 2014 budget 
under the Office of the Secretary, given that most of these are for 
central procurement33. As a response, an informal recommendation 
was given by DBM for the DOH to proceed with the necessary 
internal adjustments as authorized by the Secretary of Health. 
The internal adjustments should however ensure that the total 
budget for each line item or program would be consistent with the 
2014 GAA allocations. Furthermore, these adjustments should be 
communicated to the DBM.34
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Table 3.
Regional Budget 
Line Items 
for Negative 
Allotment

National Pharmaceutical Policy Development including provision of drugs and 
medicines, medical and dental supplies to make affordable quality drugs available

Implementation of the Doctors to the Barrios and Rural Health Practice Program

Subsidy to Health Insurance Premium Payment of Indigent Patients to the NHIP

Elimination of Diseases as Public Health Threat such as malaria, schistosomiasis, 
leprosy and filariasis

Rabies Control Program

Expanded Program on Immunization

TB Control

Other Infectious Diseases and Emerging and Re-emerging Diseases including HIV/
AIDS, dengue, food and water-borne diseases

Family Health and Responsible Parenting

Non-communicable Disease Prevention and Control

Health Facilities Enhancement Program (for facilities of LGU and other health 
sector partners)

Source: Letter dated December 27, 2013 addressed to then DBM Secretary Florencio Abad 
signed by then DOH Assistant Secretary Blessilda Gutierrez

In response, concerned Central Office program managers revised 
their respective allocation per region. Central Office issued a 
“negative allotment” order, that transferred huge portions of the 
regional allotment for public health programs from ROs to Central 
Office. The revised allocation also addressed the issues raised 
by identifying the specific amounts for central procurement of 
commodities and supplies, ARMM allocation per program, and 
Family Health for RO-NCR, that corrected the unusually large 
allocation in the GAA. 

The revised allocation for the regions showed an overall decline 
from the initial amount of PHP9.1 billion to PHP5.9 billion. The 
difference of around PHP3.2 billion was then added to the existing 
Central Office allocation of the respective programs. This led to an 
increase in the Central Office budget for the management of public 
health programs, from just PHP400 million to PHP3.6 billion (not 
for central procurement). 

This increase in the budget of Central Office programs led to 
concerns about absorptive capacity. In the past years, Central Office 
programs were usually unable to fully utilize their budgets within the 
year. There were concerns that unutilized portions of these budgets 
might just be sub-allotted to ROs later in the year. By then, it would 
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be difficult for ROs to utilize these additional sub-allotments as these 
have not been provided for in their WFPs.

The HPDP further recommended for the full sub-allotment to ROs 
of any remaining regional allocation after taking out the amounts 
intended for the central procurement of commodities. Given that 
these amounts came from the budget allocation of programs for ROs, 
the HPDP proposed that these sub-allotments be used to support 
RO operations in implementing various programs. These funds 
could be spent for activities such as the conduct of training and 
workshops; outsourcing of service delivery functions; distribution 
of commodities to end users; tracking of commodity distribution, 
status and use; and capacity building for new staff given the expected 
turnover as a result of the rationalization plan. If the current GAA 
allocations were deemed insufficient by CO programs, they should 
be asked to provide technical justifications for any additional 
allocations, based on the merits of their proposed WFPs and past 
performance according to 2013 Fund Utilization Reports.

The year 2014 was relatively more challenging than previous years. 
In addition to the budget reforms, there was also a huge budget 
increase in 2014 from the sin tax proceeds. The enactment of the 
Sin Tax Reform Law in 2012 (An Act Restructuring the Excise Tax 
on Alcohol and Tobacco) provided additional funding for health 
from the revenues generated by the revised excise tax on tobacco and 
alcohol. This was added to the DOH budget starting 2014. From the 
2013 baseline budget of PHP53 billion, PHP30.5 billion was added 
for the 2014 budget to come up with PHP83.7 billion in 2014. 

Amidst the budget reforms and huge budget increase, part of 
the difficulty in managing budget execution was the information 
gap between Central Office and ROs. ROs repeatedly request 
for guidelines and advisories from Central Office with respect to 
clarifications they need on the execution of Central Office line items 
downloaded to regions, as well as on regional line items such as 
the Local Health Development Assistance (LHSDA). Addressing 
this information gap requires Central Office to regularly issue 
clarification and reiteration of new guidelines and procedures. It was 
observed that ROs tend to be cautious in executing budgets without 
advice or guidelines from Central Office (particularly from the DOH 
Financial and Management Service) despite the existence of DBM 
guidelines.
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Situation. Republic Act 10351, or the Sin Tax Reform Law passed in 
1992, simplifies the current excise tax system on alcohol and tobacco 
products. It also helps finance the Universal Health Care program of 
the government, and addresses public health issues relating to alcohol 
and tobacco consumption (GOVPH, 2012). During the first quarter 
of 2014, the DOH was advised by the DBM that an additional 
PHP9 billion from the sin tax proceeds would be released to the 
Department as supplemental budget, and that the DOH would need 
to propose incremental targets especially for public health.

Nature of assistance. The HPDP assisted the DOH in proposing a 
budget execution strategy for the supplemental budget. In particular, 
the HPDP assessed the existing funding gaps in public health 
programs and recommended allocation to specific health programs 
(UPecon-Health Policy Development Program, April 2014).

Results. A review of the targets proposed for the regular 2014 budget 
indicates opportunities for significant improvements may be realized 
for the following areas: 

1. Reducing unmet need for modern FP; 
2. Increasing facility-based deliveries in areas with no RHUs; 
3. Increasing access to primary care by engaging additional 

nurses, midwives and community health workers; 
4. Reducing teenage pregnancies; and 
5. Increasing coverage of the National TB Program.

In order to maximize these opportunities, the HPDP proposed the 
following allocation: 

1. PHP1.0 billion for family planning; 
2. PHP4.8 billion for construction of 600 new RHUs; 
3. PHP2.0 billion for deployment of nurses, midwives, and 

community health workers; and 
4. PHP1.2 billion for TB.

For the intensified effort to raise FP/MNCHN health outcomes, the 
HPDP also proposed that the DOH focus its implementation in the 
following priority provinces that account for 36 percent of maternal 
deaths: Cebu, Cavite, Pangasinan, Rizal, Davao del Sur, Quezon, 
Negros Occidental, Laguna, Zamboanga del Sur, and Camarines 
Sur. Cebu, Quezon, and Negros Occidental are also among the 
top 10 provinces with the most number of teenage pregnancies. 
The HPDP further proposed that special effort to address teenage 

1.2
Use of 
Sin Tax 
Proceeds 
for Health 
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pregnancies be developed in these provinces. Specifically, the HPDP 
recommended that the DOH consider implementing an adolescent 
and youth reproductive health (AYRH) strategy with the following 
five elements: 

1. Integrate clear clinical and public health AYRH messages in 
selected curricula for secondary school education; 

2. Promote hospital-based delivery and post-partum FP 
among pregnant teens with the participation of their 
mothers/guardians; 

3. Provide access to postpartum FP for teen mothers; 
4. Advocate for the primary enrolment of teen mothers in the 

Pantawid Pamilyang Pilipino Program (4Ps) of the DSWD; 
and 

5. Provide automatic PhilHealth coverage to children five 
years old and below. 

To expand the coverage of the TB program, the HPDP proposed that 
the DOH implement a grant facility that would essentially contract 
private providers to cover cases missed by the public sector. The grant 
mechanism that HPDP proposed includes these specific elements: 

1. Provide access to centrally-procured commodities; 
2. Support operating expenses through PhilHealth 

reimbursements; 
3. Introduce use of new technologies like GeneXpert; and 
4. Implement a monitoring and evaluation mechanism to 

track quality of care and desired TB outcomes. 

The HPDP also proposed that this intensified TB effort be 
implemented in the following areas that comprise 30 percent of the 
TB burden: Cebu, Cavite, Bulacan, Negros Occidental, Quezon 
City, Pangasinan, Laguna, Rizal, Batangas, and Pampanga. 

The DOH has identified the need to construct 1,200 new RHUs 
to keep up with the growing population. The HPDP proposed that 
PHP4.8 billion be allocated so that the DOH can start building 
these new facilities. New construction should focus on addressing the 
RHU gaps in the priority provinces so that access to primary care, 
family planning, facility-based delivery services, and TB DOTS can 
be expanded in previously unserved areas. 

To complement the building of new RHUs and to intensify demand 
generation services, especially among the youth, the HPDP proposed 
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that PHP2 billion be allocated to engage public or private nurses, 
midwives and community health workers, especially in the priority 
provinces.

The PHP9 billion incremental budget spent in the said priority 
areas should be able to meet the following incremental public health 
targets:

1. Further reduce unmet need for modern FP from 4.2 
million to 1.5 million women; 

2. Further increase facility-based deliveries from 70 percent 
to 80 percent due to RHU upgrading and the deployment 
of nurses, midwives, and community health workers;

3. Increase the coverage of the National TB Program from 44 
percent to 66 percent of prevalent cases;

4. Increase access to Primary Care Benefit Package 1 from 65 
percent to 90 percent; and

5. Reduce teenage pregnancies from three percent to one 
percent.

Situation. Special Provision 12 of the 2015 National Expenditure 
Program35 provides the mandates for the following:

1. PHP7.8 billion shall be used for the purchase and 
allocation of drugs, medicines, and vaccines including 
medical and dental supplies for distribution to health care 
facilities;

2. Releases from said amount shall be made upon submission 
by the DOH of its distribution list of drugs, medicines, and 
vaccines per health care facility in every province;

3. Eighty percent of the drugs, medicines, and vaccines to 
provinces where there are large number of poor families or 
households under the NHTS-PR of the DSWD, and where 
the absolute number of poor and incidence of poverty are 
high as identified in the latest official poverty statistics of 
the PSA-NSCB;

1.3
Allocation 
of 2015 
Budget for 
Drugs and 
Medicines

35 This is the President’s Budget as submitted to both houses of Congress. Please see Part I, Chapter 2.0. 
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Figure 8. Allocation of PHP7.8 Billion Budget for Drugs, 2015

4. The DOH shall submit to the DBM, and furnish copies 
to the Committee on Appropriations and the Senate 
Committee on Finance, quarterly reports on the allocation 
of drugs, medicines, and vaccines by province and the 
actual distribution to recipient DOH retained hospitals and 
other health care facilities, and shall post such reports on 
the official website of the DOH;

5. Any available allotment from the procurement of drugs, 
medicines, and vaccines shall be used to purchase additional 
drugs, medicines, and vaccines to be distributed in 
accordance with the above-stated allocation; and

6. The Secretary of Health may reallocate the provision of 
drugs, medicines, and vaccines when necessitated by the 
occurrence of disease outbreaks, calamities, and other 
emergencies during the year (Department of Budget and 
Management, July 2014).

 Source: 2015 DOH NEP (Department of Budget and Management, July 2014)

PHP6.24 billion out of the PHP7.8 billion budget for drugs, medicines, 
and vaccines to be allocated for poor families or households
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The previous year’s GAA (i.e., 2013) had a similar provision (Special 
Provision 6) that instructed the DOH to allocate drugs, medicines, 
and vaccines equitably by region, and distribute the same to health 
facilities based on disease patterns. However, it was the first time that 
instructions to allocate centrally-procured commodities based on 
poverty burden were specified. In addition, Special Provision 12 also 
mandated distribution of commodities directly to health facilities. 
In the past, individual DOH programs decided whether to deliver 
commodities to the DOH Regional Offices (DOH ROs), provinces 
or facilities. This practice of delivering to the DOH ROs or to the 
provinces contributed to delays in deliveries that led to stockout 
due to the “come and get”36 system of distribution. As the higher 
level facilities or institutions (e.g., ROs and PHOs) often do not 
have enough budget for transportation or gasoline, they request the 
recipient RHUs to pick up the commodities.

Nature of assistance. The HPDP issued a technical advisory on 
December 22, 2014 to assist the DOH in complying with the 
provisions of Special Provision 12 particularly the need to come 
up with a distribution list per facility for all drugs, medicines and 
vaccines, and the actual distribution to said health facilities (UPecon-
Health Policy Development Program, December 2014).

Results. In anticipation of the approval of the 2015 budget before 
the end of the year, the HPDP recommended that the DOH issue 
instructions to all bureaus, ROs, and other offices concerned to 
review, revise, and develop allocation and distribution lists of drugs, 
medicines, and vaccines including medical and dental supplies 
consistent with Special Provision 12. As various programs distribute 
commodities to recipients at different levels (ROs, PHOs, RHUs and 
other health facilities), their respective allocation list may have to be 
revised to ensure that 80 percent of such commodities are allocated 
to health facilities in provinces according to the magnitude of poor 
families. 

In addition to the work involved, the time element was also a 
critical factor to consider. As the 2015 GAA was expected to be 
passed before the end of the year, instructions need to be issued as 
soon as possible because non-compliance with the items indicated 

36 The distribution of commodities is often not done up to the last mile, i.e., the health facility that will dispense such 
   commodities to the patients or target population. The recipient facility is asked to claim the commodities from the PHO or 
   RO, whichever received the commodities from the DOH Central Office.
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in the Special Provision 12 might delay the release of funds for the 
procurement of health commodities. The HPDP recommended that 
the revised allocation lists per program be submitted in electronic 
and printed form to the Undersecretary for Administration and 
Finance, through the Director of the Administrative Service, and 
furnish a copy to the Logistics Management Division, on or before 
December 29, 2014. 

The Logistics Management Division should also be instructed to:
1. Facilitate the distribution of commodities based on the 

revised allocation lists; 
2. Provide the DOH ROs copies of allocation lists and 

delivery schedules at least 30 calendar days before the first 
tranche of delivery; and 

3. Generate quarterly reports on actual distribution to 
recipient DOH retained hospitals and health facilities and 
submit such reports in electronic and printed form to the 
Assistant Secretary for Administration and Finance every 
last working day of the last month of the quarter. 

Likewise, the HPDP recommended that all DOH Offices concerned 
shall use the National Online Stock Inventory Reporting System 
(NOSIRS) in the monitoring, tracking, and recording of status of 
commodities. The Undersecretary for Administration and Finance 
was also requested to regularly report status of compliance to said 
Special Provision to the DOH ExeCom. Such report shall be the 
basis for quarterly submissions to the DBM, with copies provided 
to the Committee on Appropriations and the Senate Committee on 
Finance.

Strict implementation of Special Provision 12 could have facilitated 
the timely delivery of commodities without having to go through 
the regional and provincial levels. Prompt action from the DOH 
to comply with new provisions by drafting new allocation lists of 
different programs would have made a big difference, as it could have 
facilitated the direct delivery of health commodities to the health 
facilities where they will be dispensed.
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For several years prior to 2014, budgets for public health programs were lodged at the 
Central Office, which sub-allots to ROs. Since 2014, the structure of the GAA shifted 
and provided more budget to the ROs. This was done by requiring regional breakdown 
of budget line items especially public health programs. With the passage of the GAA 
as a Release Document (GAARD) Policy in 2014, ROs can now execute more budget 
over and above its regular regional budget line items37. Thus, it is essential for ROs to 
improve performance in budget execution. Failure to fully utilize budgets will result 
in reverting funds to the Treasury, which is a waste of opportunity in providing much 
needed funds for health programs. 

The first type of support provided by the HPDP in line with regional budget execution 
was to deploy budget analysts to assist ROs in undertaking quick assessment of 
bottlenecks in budget execution and recommend measures to address such problems. 
The second type of support was in terms of capacity building in procurement planning 
and contracts management. This sought to strengthen capacities and build the 
confidence of those who are actually involved in executing the regional budgets, i.e., 
through procurement planning and contracts management. The third type of support 
was the analysis of challenges and provision of options for ARMM resource transfers, 
including the development of recommendations for a coordinated execution of support 
to ARMM. Improving health outcomes in ARMM requires executing budgets effectively 
through fund transfers, procurement and provision of in-kind support. Addressing 
barriers in the flow of money and goods is a critical step within the context of a larger 
development strategy in providing assistance to ARMM.

2.0
HPDP Support for Budget 
Execution at the Regional Offices 
(ROs)

Situation. From 2014 and 2015, the HPDP provided technical 
assistance to the DOH ROs by deploying budget analysts who 
provided assistance to their assigned RO in matters related to DOH 
budget execution. Aside from the shift of resources from the Central 
Office to the ROs starting 2014, the provision of TA to the ROs was 
a timely shift given the change in the leadership of the DOH owing 
to the resignation of Secretary Enrique Ona. As a result, the HPDP’s 

2.1
DOH RO 
Budget 
Execution

37 These include Support to Regional Delivery of Services, Local Health Systems Development and Assistance (LHSDA), and 
   Regional Health Regulations. Central Office budget line items are program budgets from Central Office with corresponding 
   regional breakdown. These include Family Health and responsible parenting, TB Control, and Other Infectious Diseases 
   including HIV. These are also part of the comprehensive release to ROs upon approval of the GAA through the GAARD 
   policy.
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Source: Regional budget execution reports (UPecon-Health Policy Development Program, 2014-
2015)

Note: Q2 data were 
as of end of June while 
Q4 data covered end of 
October or November

support to the DOH Central Office on budget execution took a 
backseat during this adjustment process. However, as there were 
requests for technical assistance at the regional level, the deployment 
of budget analysts continued within the umbrella of HPDP support 
to budget execution for specific regions.

Nature of assistance. Specifically, budget analysts assisted in the 
review of financial reports and identified challenges to budget 
execution, then recommended specific actions to address such 
challenges. The findings and recommendations were submitted to 
and discussed with their respective Regional Directors.

Results. Based on the reports from the budget analysts, the ROs 
were classified according to budget utilization38 performance. Note 
that the following benchmarks and categories were applied: 

•	 Low budget utilization: obligation rate ≤ 25% at Q2 or ≤ 
65% at Q4;

•	 Average budget utilization: 25% < obligation rate < 40% at 
Q2 or 65% < obligation < 80%; and

•	 High budget utilization: obligation rate ≥ 40% at Q2 or ≥ 
80% at Q4

Table 4.
DOH ROs 
Classified 
According 
to Budget 
Utilization 
Performance

Low Budget Utilization 
for Central Line Items

Average Budget 
Utilization for Central 

Line Items

High Budget Utilization 
for Central Line Items

Low Budget 
Utilization 
for Regional 
Line Items

RO III (Central Luzon)
RO IX (Zamboanga 
Peninsula)
RO XII 
(SOCCSKSARGEN)

Average 
Budget 
Utilization 
for Regional 
Line Items

RO V (Bicol Region)
RO X (Northern 
Mindanao)
RO XI (Davao Region)

RO NCR
RO I (Ilocos Region)
RO II (Cagayan Valley)
RO IV-A 
(CALABARZON)

RO CAR
RO VI (Western Visayas)
RO VIII (Eastern 
Visayas)

High Budget 
Utilization 
for Regional 
Line Items

RO CARAGA RO IV-B (MIMAROPA)
RO VII (Central 
Visayas)

38 Total obligation as a proportion of total allotment.



71

Ideally, budget utilization should have already reached around 80 
percent prior to December. While MOOE and capital outlay have 
a validity of two years, ROs would have new allotments by January 
of the following year. Obligating most of the allotments by the last 
quarter would have minimized competing budget execution between 
CONAP and current allotments. By June, obligation rates should be 
around 40 to 50 percent.

Based on this categorization, ROs IV-B (MIMAROPA) and VII 
(Central Visayas) performed well as these ROs had high budget 
utilization rates for regional and central budget line items. It should 
be noted that ROs CAR and II (Cagayan Valley) had above average 
performance. However, there were ROs that had low budget 
obligation for both regional and central budget line items. These are 
RO III (Central Luzon), RO IX (Zamboanga Peninsula) and RO XII 
(SOCCSKSARGEN). 

The classification above also reflects the expected behavior of ROs 
with respect to budget execution of regional versus central budget 
line items. ROs with low utilization of regional line items are 
also expected to have low utilization of Central Office line items. 
Moreover, a number of ROs (seven out of 16) had low utilization for 
Central Office budget line items. Based on reports from ROs, there 
was not enough guidance on the Central Office line items. 

In addition, some ROs had lower obligation rate for sub-allotted 
funds. The sub-allotments from Central Office budget line items 
tend to be unpredictable and sometimes were issued towards the 
end of the year without prior information given to the ROs. For 
example, only two percent of the sub-allotted funds were obligated in 
RO IX as of the start of the last quarter of 2014. For RO XI (Davao 
Region), utilization rate was seven percent as of October 2014. 

Because ROs were not informed earlier, and hence were not able to 
integrate the amounts from Central Office budget line items and 
sub-allotments into their WFPs, no spending plans were prepared for 
such additional amounts. Hence, budget execution for such amounts 
was not prioritized in contrast to their regular regional budget line 
items. 

The ROs which had low budget utilization were advised to come 
up with a catch up plan, otherwise budget execution the following 
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year could prove more difficult. It was proposed that the catch-up 
plans should seriously consider outsourcing of training activities. 
The rationale behind this recommendation is that ROs usually 
conduct the training activities themselves, that results in a huge 
proportion of RO budgets being spent on training and travel. Given 
that the increasing budget allocations meant more training activities, 
translating to higher costs, some budget analysts recommended 
contracting out the bulk of the training activities to capable 
institutions. Not only would this be a viable way to manage costs, 
it would also mean freeing up time spent in managing training 
activities for the program coordinators so that they could focus 
on more important program management work. Unfortunately, 
contracting or outsourcing is a capacity that still needs to be further 
developed at the ROs.

In addition, early procurement activities need to be done in 
anticipation of the approval of the next year’s budget. Ideally, these 
early procurement activities should be conducted before January of 
the forthcoming fiscal year. The amounts for procurement activities 
should initially be based on the National Expenditure Program 
(NEP). The awarding of contracts can be done once the GAA is 
approved.

Moreover, the Central Office should issue sub-allotments as early as 
the beginning of the year. During the preparation of WFPs before 
the start of the year, central office programs should already know the 
portion of their respective budgets that will be sub-allotted to the 
ROs. This should enable the ROs to anticipate incoming funds and 
integrate such funds in their respective WFPs. 

With respect to the purchase and distribution of commodities, 
the Central Office should provide the ROs with the allocation list 
of commodities as early as January. This will enable the ROs to 
anticipate gaps in provision of commodities for different programs, 
which they can augment and/or inform their LGU partners so that 
LGU procurement planning is informed of these gaps.

The deployed budget analysts assisted the ROs in developing their 
budget analysis reports. These reports were useful in identifying 
bottlenecks in spending and resolving such bottlenecks early so that 
the execution of the current year’s budget minimizes conflict with 
the budget execution of CONAP funds. Such technical assistance at 
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the RO level can be put into good use when such data and reports 
are discussed at a national level meeting, e.g., command conferences 
on budget execution where the Regional Directors present status of 
budget spending. The ROs can more effectively share information 
in such an activity and seek guidance from the Central Office. The 
DOH Central Office can also discuss specific items related to budget 
execution not specified or clear in the existing guidelines.

However, the assessment of budget execution needs to highlight 
comparison of budget execution between regional versus Central 
Office budget line items, and regional versus sub-allotments. 
Performance with respect to these types of funds is dependent on the 
prevailing issues and challenges. The preceding discussion highlights 
the key role of information and advice coming from Central Office 
to the ROs with respect to the planning and execution of Central 
Office budget line items and sub-allotments. More importantly, 
Central Office programs need to more seriously undertake budget 
and procurement planning and implementation.

Situation. Beginning 2014, a substantial part of the DOH budget 
for programs and for health facility enhancement was directly 
released to the regions. Moreover, the funds previously consolidated 
as sub-allotments from different Central Office programs were 
integrated into a broad budget line item called LHSDA. This line 
item provided the ROs substantial flexibility in determining the 
health interventions they would support in order to achieve health 
outcomes in their areas. However, fund utilization remained low due 
to several factors including the limited capacity of the ROs primarily 
due to the staff reductions brought about by the rationalization 
plan in late 2013. Existing staff also lacked experience in managing 
transactions including describing SOW or TOR associated with 
outsourcing of functions. Lastly, the flexibilities that could be done 
consistent with the procurement law (R.A. No. 9184) needed to be 
understood and communicated to staff.

Nature of assistance. The Short Course on Procurement Planning 
and Contracts Management aimed to strengthen the capacity of 
the DOH in effectively managing various steps in the procurement 
process including developing procurement plans, terms of reference 
(TOR), estimating budgets, preparing the required bid documents, 
setting criteria and evaluating bids, and managing, monitoring 
and evaluating service contracts. Although primarily a capacity-

2.2
Procurement 
Planning and 
Contracts 
Management
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building activity, the short course aimed to address procurement 
delays and improve overall budget execution. Initially developed 
by the HPDP, the modules were pilot-tested through the conduct 
of a series of workshops among RO staff members as well as those 
of the USAID regional projects and IMPACT acting as resource 
persons. Workshops were conducted with the objective of covering 
the process involved in implementing a project that involves such 
activities as conceptualization, planning, budgeting, contracting, 
monitoring and evaluation.

The results and lessons learned from the course are discussed in a 
separate volume entitled: HPDP Support to Capacity Building

Situation. Upon launching Kalusugan Pangkalahatan (KP) in 2011, 
the DOH mounted a concerted and aggressive approach to improve 
the accessibility and quality of health services to all Filipinos, 
especially poor families. To facilitate the achievement of this goal 
in a devolved and fragmented local health service delivery system 
in ARMM, the DOH also adopted a harmonized resource transfer 
(HRT) policy that streamlines the processes for releasing funds and 
other resources to LGUs. Since the launching of KP, the DOH 
substantially increased its fund transfer allocation to ARMM from 
PHP77 million in 2010 to PHP90 million and PHP157 million in 
2012 and 2013, respectively. However, there was a key concern that 
the increase in fund transfers to ARMM might not have resulted 
in improvements in desired health outcomes in the region. Possible 
reasons include the limited capacity of local health providers to 
deliver services in these areas and inability of the DOH-ARMM to 
fully access the funds due to non-liquidation of past releases of DOH 
funds.

Nature of assistance. To help the DOH achieve the KP objectives 
in ARMM, the HPDP conducted an assessment of HRTs for three 
national programs namely, mobilization of Community Health 
Teams (CHT); Maternal, Neonatal and Child Health and Nutrition 
(MNCHN) Program; and Health Facilities Enhancement Program 
(HFEP) (Esguerra, 2013). Covering the period 2010-2012, the 
assessment determined for the actual levels of fund transfers, 
examined their effects on program performance, and identified 
the key factors that influence their effectiveness in ARMM. The 
assessment aimed to help the DOH design alternative transfer 
mechanisms or modify existing HRT guidelines. A technical advisory 

2.3
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was issued to the DOH based on the assessment.

Results. The assessment identified several implementation challenges 
at different levels that hinder the efficient and effective flow of fund 
transfers to ARMM. 

At the DOH Central Office level, foremost of these were program 
administration limitations, i.e., the centralized management of fund 
transfers increased the workload of existing staff, which also stretched 
their capacity to monitor and evaluate program activities. Moreover, 
program managers prepare their budgets separately. This fragmented 
program management was made more complicated by the limited 
coordination of support to local service delivery units, which were, 
in turn, required to report to each program office. In addition to 
these limitations, program managers were using standardized ratios 
for planning and budgeting resulting in unrealistic budget estimates 
or fund transfer allocations, which are not consistent with the action 
plans of ARMM Integrated Provincial Health Offices (IPHOs).

In terms of monitoring, Central Office units did not have sufficient 
financial monitoring and control of funds released to LGUs and 
to ARMM. Because of poor management of financial risks, the 
attention of the DOH was called by COA auditors who cited large 
amounts of unliquidated DOH funds. Consequently, the DOH 
Central Office mitigated the risk by holding back the release of 
funds for ARMM and its LGUs until previous releases had been fully 
liquidated, resulting in further delays in program implementation.

At the regional (DOH-ARMM) level, the delayed release of funds 
was expectedly a critical concern. When the KP was officially 
launched in 2011, ARMM did not receive the appropriated funds 
for that year. As a result, the DOH-ARMM implemented activities 
using 2010 sub-allotments that were released by the DOH in 
December of that year. This created confusion in the application 
of fund transfer guidelines. As of end of April 2013, the DOH-
ARMM had not yet received fund transfers from the DOH due to its 
inability to settle large balances of unliquidated funds for programs 
covered by the HRT. The problem was reportedly caused by the 
delayed submission of fund utilization reports from the IPHOs. 
Moreover, the DOH-ARMM did not transmit the reports to Central 
Office until all IPHOs had submitted all the required documents. 
Following the fragmentation of program management at Central 
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Office, fragmentation of programs at the regional level presented 
challenges for program coordination. The DOH-ARMM designated 
program coordinators as counterparts to the program managers at 
Central Office. The DOH-ARMM program coordinators handled 
information dissemination, monitored implementation, prepared 
accomplishment and financial reports, and facilitated the liquidation 
of funds for each of the Central Office programs. This approach 
further reinforced the fragmentation brought about by how central 
office programs have been organized and managed.

At the local level, there were instances of delayed or unclear 
guidelines for fund utilization and implementation strategies. 
Sometimes, the IPHOs were not provided sufficient guidelines for 
the use of the transferred funds. Their questions and requests for 
clarification were being referred to program managers at the Central 
Office, and the turn-around time could take more than one month.

Similar to non-ARMM LGUs, there were multiple reporting 
systems for different programs. RHUs and BHSs received funds for 
different programs, which have different reporting requirements. 
This setup further added administrative burden and reduced their 
time for actual service delivery. In addition, the IPHOs were forced 
to maintain separate accounts for the different program funds they 
receive. The administrative cost of maintaining several accounts, 
reconciling them regularly and processing documents for liquidation 
were additional burden to the lean administrative staff of the IPHOs.

There were also reports about poor quality and overpricing of 
goods and civil works procured by the DOH Central Office or 
Regional Offices. The IPHOs noted that the cost of some goods and 
equipment procured by the DOH Central Office were higher than 
local prices. It was also reported that some of the equipment would 
break down before the end of their expected useful life. Some central 
suppliers were also not able to provide after-sales services.

Given the knowledge of challenges at all levels on ARMM resource 
transfers, the following recommendations were issued by the HPDP:

1. Unify and simplify the reporting requirements for the 
HRT programs. Specifically, in consultation with DBM 
and COA, adopt the provisions of the COA Circular 
No. 2012-001 (Commission on Audit, 2012), which 
should shift the financial accountability for the use of 
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the HRT funds from the DOH to the DOH-ARMM, 
subject to management oversight and financial scrutiny 
by the ARMM Regional Government and the relevant 
government audit institutions.

2. Allow the IPHOs to consolidate and manage as one 
account the funds received from different programs. 
Once IPHO work plans are concurred to by the DOH-
ARMM and approved by the DOH Central Office, the 
DOH Central Office can determine the amount of funding 
required by all activities, and allow the IPHO to draw from 
the account for any of the planned activities for any of the 
programs. Having a single account facilitates recording of 
all expenses and reduces the probability of errors of double 
counting or entering the same expense in two programs. 

3. Explore arrangement with the DBM to directly deduct 
from the DOH budget any transfers to ARMM and 
credit the same to ARMM’s allotment. This is similar 
to the practice in the education sector, where the ARMM 
relies on the Department of Education (DepEd) to 
provide funding for programs and projects. The budget is 
appropriated in the DepEd budget, and then transferred 
to the ARMM DepEd through a “negative allotment” 
released by the DBM to the DepEd Central Office, and the 
corresponding allotment issued to the DepEd-ARMM. 

4. Transfer funds to the DOH-ARMM through the nearby 
ROs sparingly such as in the case of emergencies. While 
this option may be a faster way to transfer funds to the 
DOH-ARMM in the short run, the method has its own 
limitations. It will not reduce the administrative burden 
or financial accountability of the DOH program units 
for the transferred funds. Moreover, it will also not help 
in strengthening the financial management capability of 
ARMM, and may even undermine its fiscal autonomy.
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Situation. Selected health indicators reveal the poor health status 
of Filipinos in ARMM relative to the rest of the country. Maternal 
mortality in ARMM was 60 percent higher than national rates at 
245 versus 154 per 100,000 live births. Under-five mortality was 
nearly triple at 94 versus 34 per 1,000 live births. These high rates 
of mortality can be attributed to poor utilization of critical health 
services with ARMM consistently ranking lowest in terms of modern 
family planning use (15 percent), antenatal care (47 percent), 
skilled birth attendance (19 percent), and child immunization (30 
percent). These low utilization rates explain the high number of 
poor individuals with inadequate access to critical health services 
including 260,871 women with unmet need for family planning, 
394,634 mothers that delivered at home assisted by traditional 
birth attendants, and 38,672 children not fully immunized. The 
state of health of Filipinos in ARMM is a product of a number 
of interrelated fundamental problems such as the long history of 
neglect, internal security problem, widespread poverty, and failure of 
governance (UPecon-Health Policy Development Program, 2012).

Nature of assistance. Prior to the provision of support for exploring 
options to facilitate fund transfer to ARMM, the HPDP provided 
support in the preparation of the ARMM Marshall Plan on Health. 
Based on the HPDP’s recommendations, the proposal should be part 
of a larger development strategy that addresses the basic problems in 
ARMM. The Marshall Plan should have the following elements: 

1. Upgrade facilities that can immediately deliver critical life-
saving health care services; 

2. Provide adequate security to health personnel and health 
assets; 

3. Ensure direct and transparent transactions to ensure that 
new investments translate to real improvements in the 
capacity to deliver care; and 

4. Provide for special emergency transport and 
communications. 

These recommendations were issued through a technical advisory to 
the DOH Central Office.

Results. The HPDP recommended that investments for health 
facilities should focus on upgrading a centrally accessible hospital 

2.4
Preparation 
of the 
ARMM 
Health 
Marshall 
Plan
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in each province to a Level 3 facility39, and upgrading district and 
selected municipal hospitals to a Level 2 facility40. A system of 
emergency transport (including dedicated emergency air transport) 
and communications facilities need to be established especially in 
island provinces of ARMM (i.e., Basilan, Sulu, and Tawi-Tawi). 
In addition to providing for critical health human resources, the 
HPDP also proposed that critical drugs and medicines, and health 
commodities be part of support to operational expenditures. It was 
also proposed that investments flow from the DOH Central Office 
to the DOH-ARMM. Provisions for improving capacity to manage 
funds, procurement and logistics from the DOH Central Office to 
the DOH-ARMM, and from the DOH-ARMM to targeted facilities 
should be made an integral part of the Marshall Plan for health in 
ARMM.

A massive and coordinated assistance program to improve health 
outcomes is seriously needed in ARMM. However, such assistance 
should be part of a larger framework of support including other 
sectors (e.g., education and infrastructure) and other stakeholders 
(private sector and other international organizations). It should 
also learn from previous assistance, whether financial or technical 
assistance, particularly in terms of challenges and bottlenecks. For 
example, the COA reports on unliquidated funds that prevent 
ARMM from availing of additional financial assistance. A solution 
to address the delayed liquidation reports is to view the problem as a 
weakness in financial management capacity. This should be addressed 
by augmenting personnel, and improving of capacity of existing staff 
in handling financial transactions, including liquidation reports.

While financial management is beset with problems with 
unliquidated funds, provision of assistance in kind instead of 
transferring funds is always a better option. However, even with this 
option, previous experience indicated that the DOH was not able to 
anticipate the challenges related to logistics. In particular, while the 
decision to centrally procure all the equipment for HFEP may have 
led to lower costs, the DOH was unable to adequately anticipate 
and address the problems on delivery of the goods to the end users. 
The DOH, through the National Center for Health Facilities 

39 Level 3 hospitals provide specialized services through formalized departments for each of the major clinical specialties: 
   Medicine, Pediatrics, Surgery, and Obstetrics and Gynecology.
40 Level 2 hospitals are also capable of providing specialized services as Level 3 hospitals but the number of qualified specialists 
   and case load do not meet requirements for departmentalization as prescribed by the respective specialty societies.
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Development (NCHFD), reportedly received many complaints from 
the DOH-ARMM about logistics problems including on storage and 
lack of funding for delivering the goods to the ARMM IPHOs and 
hospitals in remote locations (Esguerra, 2013). 

To effectively transfer equipment and commodities to the DOH-
ARMM, IPHOs, and ARMM LGUs, it is imperative that the DOH 
understands specific issues and bottlenecks in the movement of 
goods from the DOH to the end recipient in ARMM. This should 
be facilitated by conducting a brief consultation and an assessment 
of existing system and specific bottlenecks of the distribution system 
in ARMM. Based on this understanding, the DOH’s distribution 
system needs to be adjusted to current conditions present in ARMM. 
A modified distribution system for ARMM needs to be acceptable to 
key stakeholders including the DOH-ARMM, IPHOs, and LGUs. 
For example, if temporarily docking commodities and equipment in 
the DOH-ARMM or IPHOs is a problem due to limited storage, 
then direct delivery to LGUs or health facilities may be considered 
an option. This can also reduce delivery delays from the IPHOs to 
the last mile, i.e., health facilities such as RHUs in case there are 
problems on delays especially due to inadequate transportation or 
funds for redistribution of equipment or commodities. However, this 
requires provision of information to the DOH-ARMM and IPHOs 
with respect to delivery items, quantities, and schedules to facilitate 
monitoring.
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For the past five years, the Department of Health (DOH) had around PHP4 billion 
in unutilized budget. The overlapping of available allotments from the current 

budget and continuing appropriations (CONAPs) made DOH budget execution 
much more challenging. To prevent this overlap, this report underscores the need 
to align budget execution strategies with the continuous budget increases and to 
establish stronger links between budget preparation and execution. However, key 
long-term reforms still need to be undertaken to improve the DOH’s capacity in 

procurement planning, results-based contracting, and contracts management.
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