
		
Caught	between	imperial	Manila		
and	the	provincial	dynas8es:		

Can	federalism	bring	more	fiscal	independence	to	LGUs?		
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Ra8onale	for	Decentraliza8on	

Ø  1991	Local	Government	Code	devolved	substan<al	spending,	
taxing,	and	borrowing	powers	to	local	government	units.		

Ø  Governance	closer	to	the	people	to	increase	efficiency	and	
welfare	gains.	

Ø  Challenge	to	match	resources	(i.e.	own	source	revenues	and	
transfers)	with	expenditures	at	the	LGU	level.	



Source:	Manasan	(2004).	

ASPIRATION:	“In	fact,	real	autonomy	(in	the	sense	of	
subna8onal	governments	being	able	to	link	their	spending	
decisions	with	their	revenue/tax	decisions)	promotes	fiscal	
responsibility.	

REALITY:	“…local	autonomy	has	been	equated	(by	LGUs	
officials)	with	the	independence	of	LGUs	from	central	
government	interference.	As	such,	LGU	officials	have	focused	
on	securing	even	higher	levels	of	block	grants	in	order	to	
address	the	widely	perceived	ver<cal	fiscal	imbalance.		



Related	Literature	

Ø Rise	of	poli<cal	dynas<es	with	strong	links	to	poverty.	

Ø Mixed	results	from	decentraliza<on.	

Ø Perverse	center-periphery	poli<cal/fiscal	rela<onship.	



What	is	“imperial”	about	Manila?	



PHILIPPINES	BECOMING	MORE	DYNASTIC	OVER	TIME?	

0.00%	

10.00%	

20.00%	

30.00%	

40.00%	

50.00%	

60.00%	

70.00%	
M
O
U
N
TA

IN
	P
RO

VI
N
CE

	
BE

N
GU

ET
	

M
AR

IN
DU

Q
U
E	

Q
U
IR
IN
O
	

AU
RO

RA
	

KA
LI
N
GA

	
IF
U
GA

O
	

ZA
M
BA

LE
S	

O
RI
EN

TA
L	
M
IN
DO

RO
	

O
CC

ID
EN

TA
L	
M
IN
DO

RO
	

LA
GU

N
A	

N
U
EV

A	
VI
ZC
AY

A	
TA

RL
AC

	
Q
U
EZ
O
N
	

ZA
M
BO

AN
GA

	S
IB
U
GA

Y	
PA

LA
W
AN

	
BA

TA
AN

	
RO

M
BL
O
N
	

TA
W
I-T

AW
I	

IL
O
CO

S	
SU

R	
CA

GA
YA

N
	

AP
AY

AO
	

AB
RA

	
BA

SI
LA
N
	

IS
AB

EL
A	

LA
	U
N
IO
N
	

CA
VI
TE
	

LA
N
AO

	D
EL
	S
U
R	

BA
TA

N
ES
	

N
U
EV

A	
EC

IJA
	

IL
O
CO

S	
N
O
RT

E	
PA

N
GA

SI
N
AN

	
RI
ZA

L	
BU

LA
CA

N
	

PA
M
PA

N
GA

	
BA

TA
N
GA

S	
SU

LU
	

M
AG

U
IN
DA

N
AO

	

2013	DYNASTY	SHARE	 2016	DYNASTY	SHARE	



Mendoza,	Beja,	Venida	and	Yap	(2016)	examine	the	link	
between	poverty	and	dynas<es,	using	a	comprehensive	
database	of	poli<cal	dynas<es	in	Philippine	local	
government	covering	2000-2013;	
	

Finds	empirical	evidence	that	more	dynas8es	cause	greater	
poverty,	notably	outside	of	Metro	Manila.	

POLITICAL	DYNASTIES	LEAD	TO	DEEPER	POVERTY	



Ak<nson,	Hicken	and	Ravanilla	(2015)	study	legislators’	
alloca<ons	of	reconstruc<on	funds	to	municipal	mayors	
using	data	from	2001-2010;	

Poli<cal	connec<ons,	especially	clan	8es,	increase	reconstruc<on	funds	
allocated	to	a	given	municipality;	

Results	suggest	that	a	more	needs-based	disaster	
response	may	require	placing	a	limit	on	poli8cal	
discre8on	in	the	disbursement	of	post-disaster	
funds.		

CLAN	TIES	INFLUENCE	DISASTER		
RECONSTRUCTION	SPENDING	



Ø  Capuno	(2013)	examined	the	correlates	of	the	growth	in	the	
number	of	ci<es	in	the	Philippines	in	2001-2010.		

Ø  Using	a	panel	of	municipal-level	data,	popula<on	pressure	is	found	to	be	the	
main	factor	that	drives	cityhood.	

GERRYMANDERING	FAVORS	POLITICAL	CLANS	

  

 
LEX LOCALIS - JOURNAL OF LOCAL SELF-GOVERNMENT 
Vol. 11, No. 3, pp. 409 - 429, July 2013 

 

 

 
 

Fiscal Transfers and Gerrymandering Under 
Decentralization in the Philippines 

  
JOSEPH J. CAPUNO11

   
 

ABSTRACT While gerrymandering in developing countries is often pushed by 
local authorities to secure political advantages, fiscal grants systems under 
decentralization may also result in the same.  We investigate this issue to 
identify the correlates of the growth in the number of cities in the Philippines 
in 2001-2010. Using a panel of municipal-level data, population pressure is 
found to be the main factor that drives cityhood. Also, the likelihood of the 
same ruling political family to remain in office in 2010 is found to be higher in 
new cities. Reforms in the country's fiscal transfer program are suggested. 

 
KEYWORDS: • fiscal transfers • gerrymandering • decentralization • 
Philippines 

 

                                                 
CORRESPONDENCE ADDRESS: Joseph J. Capuno, Ph.D., Associate Professor, University 
of the Philippines, School of Economics, Diliman, Quezon City 1101, Philippines, 
email: jjcapuno@up.edu.ph. 
 
DOI 10.4335/11.3.409-429(2013)  
ISSN 1581-5374 Print/1855-363X Online © 2013 Lex localis (Maribor, Graz, Trieste, Split) 
Available online at http://journal.lex-localis.info. 

Ø  Also,	the	likelihood	of	the	same	ruling	poli8cal	
family	to	remain	in	office	in	2010	is	found	to	be	
higher	in	new	ci<es.		



CHASING	AFTER	PORK	

•  Pork	barrel	is	not	a	mere	fund	in	the	Budget	but	“a	series	of	dynamic	
processes”	of	poli8cal	interac8on	between	the	President	and	local	
poli8cians	(Noda	2011).	

•  Equally	distributed	resources	for	the	pet	projects	of	legislators,	both	
district	representa<ves	and	na<onally	elected	solons	(i.e.,	senators	
and	party-list	representa<ves).	Noda	observed	that	while	the	PDAF	
and	its	earlier	forms	“had	an	ample	policy	ra<onale,	the	fund	turned	
into	a	mere	cash	dispenser	for	the	legislators”.	

	
•  Rested	on	the	power	and	prac<ce	of	the	President	to	release—or	

withhold	the	release—of	such	alloca8ons	as	a	way	of	securing	greater	
poli8cal	influence.		



Analysis	of	Local	Government	Finance	

Ø Even	new	proposed	states	will	face	severe	challenges.	

Ø Lack	of	development	towards	fiscal	autonomy	–	
instead	strong	evidence	of	fiscal	dependence;	



Internal Revenue Allotment 
• Formula-based block grant from National Government  
• 40% share in the national internal revenue taxes based on the National 

Government’s collection of the third fiscal year preceding the current fiscal 
year 

Inter-Governmental Transfers 

Allocated according to type of local 
government: 

Share of Provinces, Cities and 
Municipalities based on: 

• Provinces - 23%; 

• Cities - 23%; 

• Municipalities - 34%; and  

• Barangays - 20% 

• Population - 50%; 

• Land Area - 25%; and  

• Equal sharing - 25% 

Barangays:   60% Population + 40%         
Equal Sharing 



	

	
IRA	Dependency	Rates	of	Provinces	

1992	
(of	73)	

1995	
(of	77)	

2000	
(of	77)	

2005	
(of	80)	

2010	
(of	81)	

2015	
(of	81)	

<	50%	 5	 2	 1	 2	 2	 1	

>	50	%	 68	 75	 76	 78		 79	 80	

>	90%	 21	 22	 27	 30	 20	 20	

IRA	Dependence,	Provinces	



IRA	Dependency	Rates	of	Ci8es	

1992	
(of	60)	

1995	
(of	65)	

2000	
(of	81)	

2005	
(of	117)	

2010	
(of	121)	

2015	
(of	144)	

<	50%	 12	 16	 21	 33	 32	 41	

>	50	%	 48	 49	 60	 84	 89	 103	

>	90%	 2	 5		of	65	 3		 11	 11	 14	

IRA	Dependence,	Cities	



IRA	Dependency	Rates	of	Municipali8es	

1992	
(of	1465)	

1995	
(of	1546)	

2000	
(of	1441)	

2005	
(of	1500)	

2010	
(of	1491)	

2015	
(of	1485)	

<	50%	 147							 100							 60							 80							 109							 65							

>	50	%	 1318							 1446							 1381							 1420							 1382							 1420							

>	90%	 281							 547							 615							 640							 650							 620							

IRA	Dependence,	Municipalities	



The	Proposed	Federal	States	



Bangsamoro	Cities	Performance	

Class	 Province	 IRA	Dependency	 Local/Total	 IFR	 Performance	

3rd	Class	 COTABATO	CITY	 81.88%	 18.12%	 22.96%	 Below	Na<onal	
Average	

4th	Class	
ISABELA	CITY	 94.38%	 5.58%	 7.04%	 Below	Na<onal	

Average	

MARAWI	CITY	 86.05%	 0.48%	 0.68%	 Below	Na<onal	
Average	

6th	Class	 LAMITAN	CITY	 95.01%	 4.76%	 6.33%	 Below	Na<onal	
Average	



State	of	Northern	Luzon	Cities		Performance	
Income	Class	 City	 Average	of	IRA	Dependency	 Average	of	IFR	 Average	of	Local/Total	 Performance	

Unclassified	 ILAGAN	CITY	 84.62%	 16.16%	 12.09%	 Below	Na<onal	Average	

1st	 BAGUIO	CITY	 37.92%	 83.63%	 48.67%	 Below	for	IFR	and	Local/Total;	
Above	for	IRA	Dependency	

SANTIAGO	CITY	 83.74%	 29.90%	 16.26%	 Below	Na<onal	Average	

2nd	 DAGUPAN	CITY	 51.19%	 73.53%	 48.65%	 Above	Na<onal	Average	

URDANETA	CITY	 46.90%	 86.37%	 53.10%	 Above	Na<onal	Average	

3rd	

CAUAYAN	CITY	 69.69%	 40.11%	 30.31%	 Below	for	IRA	Dependency	and	
IFR;	Above	for	Local/Total	

LAOAG	CITY	 49.16%	 55.50%	 38.94%	 Above	Na<onal	Average	

SAN	CARLOS	CITY	
(PANGASINAN)	 81.73%	 27.64%	 17.53%	 Below	Na<onal	Average	

SAN	FERNANDO	CITY	(LA	
UNION)	 60.42%	 46.56%	 37.28%	 Above	for	IRA	Dependency	and	

Local/Total;	Below	for	IFR	

TUGUEGARAO	CITY	 57.20%	 79.02%	 42.56%	 Above	Na<onal	Average	

4th	

ALAMINOS	CITY	 77.75%	 32.50%	 22.20%	 Above	Na<onal	Average	

CANDON	CITY	 59.54%	 29.41%	 17.88%	 Below	for	IFR	and	Local/Total;	
Above	for	IRA	Dependency	

VIGAN	CITY	 60.66%	 54.42%	 34.98%	 Above	Na<onal	Average	

5th	
BATAC	CITY	 77.52%	 65.53%	 22.22%	 Above	Na<onal	Average	

TABUK	CITY	 93.46%	 11.22%	 6.44%	 Below	Na<onal	Average	



Reform	Challenges	

Ø How	to	boost	transfers	while	also	strengthening	
incen<ves	to	pursue	fiscal	autonomy?	

Ø How	to	align	autonomy	with	accountability?	



Most	Provinces	have	outdated	property	values		
(and	became	more	IRA	dependent	over	8me)		

26/09/2016, 7:40 PMOnly 28 provinces have updated basis of real property tax. | DOF – BUREAU OF LOCAL GOVERNMENT FINANCE

Page 2 of 7http://blgf.gov.ph/only-28-provinces-have-updated-basis-of-real-property-tax/



ALIGNING	AUTONOMY	WITH	ACCOUNTABILITY	
	
•  Alloca<on	of	intergovernmental	fiscal	transfers	may	be	improved	by	introducing	

matching	grants	to	improve	equaliza8on	transfers	to	local	governments;	

•  Performance-based	grants	to	mo<vate	greater	local	revenue	mobiliza<on;	

•  Consolida<on,	beqer	coordina<on	of	local	government	ac<vi<es,	and	resource	
pooling	for	beqer	local	service	delivery	and	produc<on	of	regional	public	goods.	

•  Greater	tax	decentraliza8on	coupled	with	a	well	designed	fiscal	equaliza8on	
program;	

•  Clear,	predictable	and	graduated	financing	mechanisms	to	be	used	across	
different	LGU	condi<ons.	

Source:	Llanto	(2012),	Manasan	(2004)	and	author’s	views.	



Source:	Author’s	elabora<on	drawing	on	Llanto	(2012)	and	Manasan	(2004).	

Poor	Governance	 Beber	
Governance	

Best	Governance	

Lower	Income		 	
	

Middle	Income	 	
	

Higher	Income	

	
	
	
	

Gradua<on	from	Transfers	to	Own-Source	Financing	

Condi8onal	
Transfers/Grants	

Uncondi8onal/
Matching	Grants	

Debt	instruments	
for	LGUs;	

Municipal	Bond	
Markets	
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For	further	data	and	research	visit:		
hqp://buildinganinclusivedemocracy.org	

	
	
		
	


