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Abstract

This study, Strategic Framework for Fiscal
Sustainability for the Seven Cities in the Bicol
Region, examines how Legazpi, Naga, Sorsogon,
Tabaco, Ligao, Iriga, and Masbate pursue
innovative fiscal management and revenue
diversification strategies to strengthen financial
systems, reduce dependence on the National Tax
Allotment (NTA), and enhance resilience against
economic and environmental shocks. Anchored on
the Local Government Code of 1991, EO 138,
related DOF-BLGF issuances, and RA 11964, the
study is guided by the Peer Emulation and Life-
Span Theories of Sustainable Finance. Using a
qualitative descriptive-evaluative and
developmental design, data were gathered through
interviews with BLGF officials, city treasurers, and
Committee Chairpersons on
Appropriations/Finance/Ways and Means, and
analyzed thematically to identify enabling and
constraining factors across revenue generation,
expenditure management, fiscal governance, and
debt control. Findings reveal significant variation in
fiscal performance: Legazpi and Naga exhibit
strong fiscal independence and innovation, while
other cities are making gradual improvements
toward fiscal discipline and modernization.
Challenges include high NTA dependency, narrow
tax bases, limited revenue diversification, outdated
property valuations, and weak enforcement of
delinquent accounts. Progress is seen through
digitalization, updated revenue codes, economic
enterprise development, and performance-based
budgeting, which enhance transparency,
accountability, and governance. The study proposes
a strategic framework comprising eight interrelated
pillars—macroeconomic analysis, fiscal
diagnostics, risk and contingent liability
management, revenue and expenditure strategies,
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financing and fiscal buffers, governance and
institutional rules, and crisis preparedness—
anchored on principles of intergenerational equity,
countercyclicality, transparency, flexibility, and
prudence. Institutionalizing this framework through
revenue diversification, data-driven management,
capacity building, digital transformation, and inter-
LGU collaboration is recommended to ensure
adaptive, credible, and resilient fiscal systems,
thereby supporting inclusive, sustainable, and long-
term development across the seven cities of the
Bicol Region.

Keywords: Debt Management; Fiscal Discipline;
Local Economic Development; Revenue
Diversification;

INTRODUCTION

Revenue diversification and its effect on
fiscal sustainability remain central concerns in local
government finance. Public choice theory,
particularly the fiscal illusion hypothesis, suggests
that diversified revenue sources may obscure the
true tax burden and encourage higher public
spending. In contrast, the organizational perspective
grounded in modern portfolio theory argues that
diversification stabilizes local finances by reducing
exposure to fiscal shocks. Despite mixed empirical
findings, a growing body of scholarship recognizes
that revenue diversification—when supported by
strong institutions and sound fiscal governance—
enhances fiscal sustainability and financial
resilience. Revenue diversification refers to
generating income from multiple tax and non-tax
sources to reduce reliance on a single revenue
stream. It strengthens a local government’s capacity
to sustain public services, manage fiscal risks, and
adapt to economic uncertainties, while financial
resilience reflects the ability of local governments
to absorb and recover from fiscal shocks without
compromising essential services.

In the Philippine context, local governments
are constitutionally empowered to generate their
own revenues under the 1987 Constitution and the
Local Government Code of 1991. Revenue
administration is primarily led by the Office of the
Local Treasurer, while the Bureau of Local
Government Finance (BLGF) provides fiscal
oversight, technical assistance, and policy guidance
pursuant to Executive Orders Nos. 127 and 292 and

288



Joint Memorandum Circulars 2015-1 and 2016-1.
These institutional arrangements underscore the
importance of strengthening local public financial
management systems to ensure fiscal sustainability.
The enactment of Republic Act No. 11964 on
automatic income classification further underscores
the relevance of examining fiscal resilience, as it
directly links local government classification to
income performance, exposing cities to potential
downgrades if fiscal discipline declines. Such
downgrades may affect fiscal flexibility, borrowing
capacity, and access to national support.

The seven cities in the Bicol Region—Iriga,
Legazpi, Ligao, Masbate, Naga, Tabaco, and
Sorsogon—demonstrate relatively strong fiscal
performance, collectively generating a significant
share of the region’s locally sourced revenues from
2020 to 2023 based on BLGF eSRE data. However,
sustaining this performance amid evolving
economic conditions and regulatory reforms
requires deliberate revenue diversification strategies
and strengthened financial resilience. While these
cities appear fiscally robust, systematic analysis of
their revenue structures, fiscal management
practices, expenditure behavior, and resilience
mechanisms remains limited.

Revenue diversification, institutional
capacity, and fiscal governance are widely
recognized as key determinants of fiscal
sustainability and financial resilience. Foundational
studies by Bartle (2001, 2003), Blackley and
DeBoer (1987), and Bland (2005) demonstrate that
adapting tax systems and diversifying revenue bases
enhances fiscal flexibility, reduces risk exposure,
and supports long-term financial stability. Early
analyses of urban revenue patterns highlight the
influence of governance arrangements, transaction
costs, and institutional capacity on revenue
management outcomes (Bowman, 1981; Brown &
Potoski, 2003). Empirical studies further link fiscal
performance to economic volatility, particularly
fluctuations in housing and tax resources (Case &
Shiller, 2003; Felix, 2008). While diversification is
generally beneficial, a substantial body of literature
cautions that it may mask underlying fiscal
weaknesses if  transparency and  strategic
management are insufficient (Carroll, 2005, 2009;
Hendrick, 2002, 2006, 2014; Afonso, 2013, 2014,
2017; Dollery &  Worthington,  2016).
Complementary analyses emphasize the persistent
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role of traditional revenue sources, particularly
property taxes, underscoring the need for a balanced
revenue mix (Alm, Buschman, & Sjoquist, 2011).
Institutional and regulatory constraints, including
tax and expenditure limits, shape fiscal policy
responses during budget crises, highlighting the
importance of adaptive and strategic fiscal
management (Jimenez, 2013, 2015, 2017, 2018).

The literature also underscores the
importance of intergovernmental transfers and
transparency in financial data. Brooks and Phillips
(2007), Pagano and Johnston (2000), and Johnson,
Kioko, and Hildreth (2012) link grants, reporting
quality, and credit risk to fiscal performance.
Comparative and international studies further
contextualize these findings: Bolivar et al. (2019)
examine fiscal sustainability in England and Spain;
the Australian Local Government Association
(2023) documents financial sustainability trends in
Australia; Arunachalam, Chen, and Davey (2017)
develop a benchmarking-based model for local
government fiscal assessment; and UN-HABITAT
(2015) highlights persistent fiscal pressures in
developing-country contexts. Additional research
examines post-recession fiscal behavior (Hendrick
& Crawford, 2014; Hendrick & Degnan, 2020),
early-warning mechanisms for fiscal distress
(Gorina, Maher, & Joffe, 2018), and political
determinants of fiscal decision-making
(Tausanovitch & Warshaw, 2014). In the
Philippines, Flores (2023) demonstrates how
effective treasury operations sustain city-level fiscal
performance in Albay Province.

Collectively, these studies demonstrate that
revenue diversification contributes to fiscal
sustainability only when embedded within a
transparent, well-governed, and strategically
managed system. Institutional capacity, regulatory
frameworks, and intergovernmental mechanisms are
critical moderators of fiscal outcomes. Fiscal
resilience depends on adaptive financial practices,
sound governance, and innovative strategies.
Despite extensive global and national research,
there is limited localized analysis of city-level fiscal
dynamics, particularly in the seven cities of the
Bicol Region. This gap constrains the development
of evidence-based benchmarks and context-specific
policies, highlighting the need for focused
evaluation of revenue diversification, fiscal
management practices, and financial resilience at
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the local level.
Grounded in this context, the central problem
addressed by this study is the absence of a localized,
systematic assessment of fiscal sustainability and
financial resilience among the seven cities in the
Bicol Region, especially under the evolving policy
environment imposed by RA 11964. Without such
analysis, local  policymakers and  fiscal
administrators  lack empirical guidance for
strengthening long-term fiscal stability, preventing
potential income reclassification risks, and ensuring
sustained access to resources and fiscal flexibility.
Accordingly, the study aims to develop a
Strategic Framework for Fiscal Sustainability for
the seven cities in the Bicol Region, with the
following objectives: (1) determine the current
fiscal status of the seven cities along revenue
structures (generation and collection efficiency),
expenditure patterns, fiscal management practices,
and debt management; (2) identify the factors
contributing to their current fiscal status; (3)
analyze enabling and barrier factors affecting fiscal
stability in relation to financial resilience; and (4)
design a strategic framework to strengthen fiscal
sustainability and resilience among the seven cities.
This study is theoretically anchored in
Ozili’s Peer Emulation and Life Span Theories of
Sustainable Finance, along with Wagner’s Law of
Increasing State Activity. Peer Emulation Theory
explains how cities replicate successful fiscal
practices from high-performing peers, fostering
continuous improvement through benchmarking and
collaboration. Life Span Theory emphasizes the
evolution of financial strategies over time,
highlighting the need for adaptation to different
stages of fiscal development to sustain long-term
financial health. Wagner’s Law contextualizes
public expenditure growth, indicating that while
government spending naturally increases with
economic development, fiscal sustainability is
maintained when expenditures are supported by
efficient and diversified revenue systems. Together,
these theories explain how strategic learning,
institutional maturity, balanced revenue-expenditure
growth, and innovative revenue diversification
contribute to financial resilience. Figure 1.
Elucidates the Theoretical Framework Model.
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Figure 1. Theoretical Framework Model

The conceptual framework integrates
evaluative and developmental components. The
evaluative dimension examines the current fiscal
status of the seven cities in terms of revenue
structures, expenditure patterns, fiscal management
practices, and debt management, along with the
factors influencing these conditions. The
developmental dimension synthesizes these findings
to design a Strategic Framework for Fiscal
Sustainability, emphasizing revenue diversification
and fiscal management practices as key
determinants of fiscal stability and resilience. The
framework informs  policy strategies and
institutional mechanisms aimed at strengthening
long-term fiscal sustainability, as presented in
Figure 2.
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Figure 2. Conceptual Framework Mode

The study evaluates fiscal sustainability and
financial resilience using documentary review and
secondary data from BLGF records, local
treasurers’ offices, and related sources covering
Fiscal Years 2019-2023. It focuses on recent
financial trends to capture both pre- and post-
economic downturn conditions, complemented by
comparative analysis of the seven cities’ fiscal
performance against applicable benchmarks and
innovative revenue strategies. While limited to
available financial records and selected fiscal
indicators, the study provides a contextualized and
data-driven assessment intended to generate
practical benchmarks and policy-relevant insights
for local fiscal governance and long-term financial
resilience in the Bicol Region.

METHODS

Research Design

This study is a qualitative research
employing descriptive-evaluative and descriptive-
developmental approaches. These approaches are
applied at two levels: individually for each of the
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seven (7) cities of the Bicol Region and collectively
as an integrated analysis of the region’s cities. The
descriptive-evaluative approach is utilized to
determine and assess the current fiscal status of
each city and the seven cities collectively, focusing
on revenue structures (generation and collection
efficiency), expenditure patterns, fiscal management
practices, and debt management. The descriptive-
developmental approach builds on the evaluative
findings to identify factors that influence fiscal
resilience and sustainability, which serve as the
foundation for designing a Strategic Framework for
Fiscal Sustainability for city governments in the
Bicol Region.

Sources of Data

The study utilized both primary and
secondary data. Primary data were obtained from
seventeen (17) key participants holding official
positions within BLGF Region V, the City Treasury
Offices, and the Committees on Appropriations,
Finance, or Ways and Means of the seven cities.
These participants included the Regional Director,
Chief of the Treasury Unit, Chief of the Financial
Analysis Unit, City Treasurers, and Committee
Chairpersons. Their roles involve developing,
implementing, and monitoring policies on local
revenue administration and fund management,
making them critical informants for understanding
fiscal sustainability, financial resilience, and
revenue diversification.

Secondary data were gathered from theses,
literature, online resources, periodicals, scholarly
journals, official reports, and other relevant
publications. These sources provide contextual and
comparative insights that enhance the validity and
depth of the research findings.

Data Gathering Tools and Techniques

The primary data were collected through key
informant interviews guided by a structured
interview guide, designed to obtain in-depth
qualitative information on fiscal sustainability,
resilience, and revenue diversification practices.
Participants  included local treasurers and
Committee Chairpersons from the seven cities,
whose responses were further verified and clarified
by BLGF Region V officials. Each interview was
subsequently transcribed for analysis. Detailed field
notes were taken during interviews to capture non-
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verbal cues, contextual observations, and follow-up
clarifications. Secondary data, including financial
reports and policy documents, were systematically
compiled, reviewed, and coded to support
triangulation and cross-validation of the primary
data. This approach enabled a holistic
understanding of both individual city-level practices
and collective fiscal performance across the seven
cities.

Research Instrument

The primary research instrument used in this
study is a structured interview guide administered to
seventeen (17) participants from the seven (7) cities in
the Bicol Region. The guide was designed to obtain in-
depth information on fiscal sustainability, resilience, and
revenue diversification practices and is composed of
three major sections.

The first section focuses on the current fiscal
status of the cities, examining participants’ roles in fiscal
management, existing institutional frameworks and
standards, and their application in practice. It also
gathers information on revenue structures, expenditure
patterns, fiscal and debt management practices, as well
as enabling and constraining factors affecting fiscal
sustainability and resilience, supported by available
fiscal reports.

The second section addresses challenges and
vulnerabilities encountered by the cities, particularly
operational and structural issues related to revenue
generation, expenditure management, and overall fiscal
practices. It explores the severity of these challenges,
their classification as risks or opportunities, and the
strategies, plans, and mechanisms employed to address
them and strengthen fiscal operations.

The third section examines existing strategies
and innovative approaches in revenue diversification,
including specific initiatives implemented by the cities,
their effectiveness, and key achievements. It also
assesses how revenue diversification is facilitated and
the extent to which monitoring and evaluation
mechanisms are in place to ensure sustained fiscal
sustainability and resilience.

Overall, the interview guide enables a holistic
assessment of both individual and collective fiscal
practices across the seven cities, providing a
comprehensive understanding of fiscal sustainability,
resilience, and revenue diversification in the Bicol
Region.

Tools of Analysis
The study employed two Ilevels of
qualitative data analysis:

Lux Veritatis 12.1 Special Edition: 288-312, 2026 © 2020
University of Santo Tomas-Legazpi Publication
Printed in the Philippines ISSN no: 2476-5644

1. Thematic Analysis — transcribed interview
data were coded to identify recurring
themes, patterns, and strategies related to
fiscal sustainability, financial resilience, and
revenue diversification. Codes were grouped
into categories corresponding to the study’s
main constructs.

2. Integrative Interpretation — findings from the
thematic analysis were compared and
interpreted in relation to existing literature,
prior empirical studies, and theoretical
frameworks. Secondary data were used to
triangulate primary data, ensuring the
accuracy, reliability, and validity of
findings.

The combination of primary interviews and
secondary documentary sources allowed for data
triangulation, strengthening the rigor of the study.
The results from these analyses informed the design
of a Strategic Framework for Fiscal Sustainability
applicable to the seven cities of the Bicol Region.

Data Gathering Procedure

To achieve the study’s objectives, the
researcher first obtained formal approval from the
Regional Director of BLGF Region V, inviting the
Director, along with the Chiefs of the Treasury and
Finance Units, to participate. Access to the
Electronic Statement of Receipts and Expenditures
(eSRE) was then secured to obtain official financial
data of the LGUs. Formal written requests were sent
to the seven (7) Local Treasurers and seven (7)
Councilors to participate in interviews guided by
the study’s questions. Their insights were cross-
validated and supplemented through interviews with
BLGF Region V officials. Finally, all collected data
from primary and secondary sources were analyzed
and synthesized to form the basis of the study’s
findings, conclusions, and strategic framework.

Research Ethics

The ethics of this research rests on two
values: integrity and confidentiality. The study
highly regards its integrity in terms of data
treatment and analysis and in the depth of analysis
from outputs of the two levels. The coherence of the
study is observed from the nature of data-to-data
presentation and its corresponding interpretation,
and the analysis and implications generated towards
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the creation of the framework and strategic plan.
The study fully values confidentiality of the
data/record to be provided by the participants. Such
confidentiality springs from the consent of the
participants of the study. The data generated
completely comes from the participants themselves
together with the secondary sources.

RESULTS

The Bicol Region’s seven cities (Naga,
Legazpi, Tabaco, Ligao, Sorsogon, Iriga, and
Masbate) show their fiscal health through revenue
sources, expenditure allocation, fiscal management,
and debt handling. Revenue includes local taxes,
fees, and the National Tax Allotment; expenditures
cover operations, services, infrastructure, and
personnel; fiscal management ensures efficiency;
debt ~management monitors borrowing and
repayment. Most cities demonstrate moderate to
strong fiscal positions with positive assets, sound
reporting, and compliance with standards.

Part 1. Fiscal Status of Seven Cities in the Bicol
Region

The seven (7) city governments in the Bicol
Region exhibit varying levels of fiscal
sustainability, revenue autonomy, and dependence
on national transfers, reflecting differences in
economic base, governance capacity, and resource
management. Legazpi City demonstrates strong
fiscal management, transparency, and zero debt,
supported by robust tax collection systems and
disciplined expenditure practices. Its reliance on
external funding for major infrastructure remains
manageable through careful capital and cash
management. Tabaco City maintains moderate
fiscal strength, adhering to approved budgets and
BLGF guidelines, with a Three Hundred Million
Pesos (PHP300,000,000.00) debt for school
programs. While revenue monitoring is consistent,
the city exhibits moderate dependence on the
National Tax Allotment (NTA). Ligao City shows
disciplined budgeting, transparent reporting, and
timely debt servicing, yet rising expenditures
relative to income indicate limited revenue
autonomy and potential over-extension risks.
Sorsogon City maintains a balanced fiscal profile, a
solid revenue base, and committed expenditure
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allocations  for  development and  disaster
preparedness, with prior loans scheduled for final
payment by 2025. Naga City, as the region’s
economic  hub, demonstrates mature local
autonomy, stable revenue streams, effective debt
management, and strong financial practices,
combining a robust business base with national
transfers to sustain fiscal stability. Iriga City relies
heavily on external funding due to a limited
commercial sector; although it pursues income
diversification and prudent budgeting, low local tax
effort and dependence on national allocations
increase vulnerability to budget delays. Masbate
City faces structural revenue constraints because of
geographic isolation and a limited tax base. Despite
efficient fund utilization, adherence to the Annual
Investment Plan and Citizen’s Charter, and prudent
debt management, the city remains moderately
dependent on national transfers.

Collectively, the cities exhibit an
expansionary fiscal stance, relying on national
transfers, prior-year surpluses, and ongoing capital
outlays, particularly during infrastructure-intensive
periods. This pattern exposes potential liquidity
pressures if local revenue sources fail to grow
proportionally with expenditures. While Naga City
shows mature local autonomy and fiscal resilience,
and Sorsogon City demonstrates balanced growth
and improving self-sufficiency, cities such as Ligao
and Iriga face fiscal vulnerabilities due to limited
revenue autonomy and structural dependence on
external funding. Legazpi and Tabaco Cities,
although stable, must carefully manage the balance
between rising operating expenses and external
financing. Masbate City compensates for its
structural limitations through efficient resource
utilization but remains reliant on national transfers.
Overall, fiscal sustainability across the region is
moderate, supported by sound governance and
national funding, yet uneven local revenue
generation underscores the need to strengthen local
revenue autonomy and align expenditure growth
with fiscal capacity to enhance resilience and long-
term financial stability.
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Table 2. Summary of the Fiscal Status of Seven
Cities in the Bicol Region FY 2019-2023

practices (CT)

Fiscal
Revenue Expenditure ||Management
City Structure Pattern (Key|| Practice (l?sil;:u'\s/}i\nagfcgsﬂ;
(Key Strategy)|| Principle) (Core PP
Feature)
Aggressive tax
campaigns,
strengthened || Funds strictly || Transparent No loan
tax mapping used per and highly || obligations; debt-
Legazpi (85% approved accountable || free and no budget
City coverage), ||appropriations fiscal deficit; sustainable
strict collection|| ordinance || management || service delivery
of ((o1))] cm (CT & CCA)
delinquencies
(CT & CCA)
Continuous
monitoring; E)l:dgrfc;?frseiq Compliance || P300M loan for
structured P all " || with LTOM || school buildings;
Tabaco revenue . and updated regular NTA-
: - - transactions .
City planning with ronerl BLGF funded payments;
auditor a?:corimtg d issuances || certified capable to
collaboration (CT) pay (CT & CCA)
(CT & CCA) (CT & CCA)
g, | Prent. || .
Enhanced Tax priority- Strict bydget Tlme!y_del_at
aligned planning, servicing;
. Revenue A AT
Ligao - spending; transparent disciplined
: Collection - . AU
City ; avoids reporting, || borrowing; avoids
System; whole- | i
of-government program regular audits unnecessary
duplication (CT) liabilities (CT)
enforcement CT)
(D)
Priority
programs Spending
Real property || funded (20% || only with
Sorsoaon & business CDF; 5% ||appropriation|| Loan from past
Citg taxes; fees and DRRM); ordinance; admin ending in
Y NGA shares || personnel & public 2025 (CT & CCA)
(CT & CCA) MOOE purpose rule
monitoring || (CT & CCA)
(CT & CCA)
COA/GAAP- Priority-
Adoption of compliant setting and Regula_r .
- - amortization;
ETRACS for || expenditures || continuous
Naga accurate tax within revenue— ensures Debt
City - - Servicing Capacity
computation ||approved AIP || expenditure PR
L certification (CT &
(CT) & budget (CT|| monitoring CCA)
& CCA) (CT & CCA)
Income
diversification;|| Balanced
. . Careful
. combines budgeting; -
Iriga traditional & || expenditures budgeting Debt payment
City . - and planning || prioritized (CT)
innovative || do not exceed
()
revenue revenues (CT)
sources (CT)
Expenditures
AIP adherence;|| aligned with Development Prudent borrowing;
I . and -
Masbate Citizen’s AlP; enforcement debt service
. Charter promotes allocation;
City || . of AIP &
implementation good A transparent debt
(CT) governance Citizen’s reporting (CT)
Charter (CT)

*Legend: CT-City Treasurer; CCA- Chairperson on Committee on
Appropriation/ Finance/ Ways and Means
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Part 2. Factors for the Fiscal Status of Seven
Cities in the Bicol Region

Understanding the enabling and barrier
factors behind the fiscal status of the seven city
governments in the Bicol Region provides critical
insight into the differences in their revenues,
expenditures, and fiscal reliance, offering a clearer
picture of their fiscal sustainability and resilience.
The fiscal strength of cities such as Naga, Legazpi,
and Sorsogon is driven by several enabling factors,
including a strong and diversified economic base,
stable intergovernmental transfers, efficient fiscal
governance, robust infrastructure and connectivity,
political stability with leadership continuity,
urbanization trends that concentrate economic
activity, and development partnerships that expand
fiscal resources. These factors collectively enhance
fiscal autonomy, promote efficient budget
utilization, and support long-term financial
resilience. Conversely, the cities of Iriga, Ligao,
Tabaco, and Masbate face constraints that limit their
fiscal capacity. Barrier factors such as narrow and
uneven local economic bases, overdependence on
national transfers, weak local revenue generation
systems,  geographic  isolation, inadequate
infrastructure, exposure to disasters and climate
risks, limited investment and business activity,
governance and administrative gaps, population

pressures, restricted access to credit, and
insufficient  data-driven  fiscal ~ management
collectively  undermine  revenue  autonomy,

expenditure efficiency, and fiscal stability. While
Naga, Legazpi, and Sorsogon exhibit resilience and
moderate self-sufficiency, most other cities remain
structurally dependent on national transfers and
vulnerable to external shocks. Addressing these
barriers through local economic diversification,
infrastructure development, fiscal modernization,
and strengthened governance will be essential to
achieving balanced fiscal sustainability and
enhancing financial resilience across all seven cities
in the Bicol Region.

Table 3. Factors for the Fiscal Status of Seven
Cities in the Bicol Region

. Fiscal
. Revenue Expenditure Debt
City Structures Patterns Managgment Management
Practices
| Legazpi || Enabling: Tax || Enabling: Good ||  Enabling: || — |
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. Fiscal
. Revenue Expenditure Debt
City Structures Patterns Managgment Management
Practices
(CT) Barrier: Rigid || systems (CT) credit
Barrier: Weak || allocation; risk Barrier: initiatives
economic base; ||of misallocation; || Capacity gaps; cm
high NTA unfunded delays; poor Barrier:
dependence; || mandates (CT) ||data integration|| Limited credit
inefficient (CT) access; debt
collection (CT) transparency
issues (CT)

. Fiscal
. Revenue Expenditure Debt
City Structures Patterns Managgment Management
Practices
City campaigns, spending Strong internal
monitoring management control; real-
schemes, (CT & CCA) || time financial
remedies on Barrier: data (CT)
delinquency Unforeseen Barrier:
(CT & CCA) calamities Political
Barrier: Tax (CT&CCA) interference
evasion and and competing
taxpayer stakeholder
resistance interests
(CT & CCA) (CT & CCA)
Enabling:
. Technology
Enabling: Enabling: Data- adoption
. driven and : .
Investment in (online Enabling:
. needs-based .
manpower; T payments); Strong LCE—
S spending; fiscal 7
trainings; P delegation; SP
o discipline N T
organizational . Citizen’s coordination
mindset (CT & ;
development Charter; cash (cTm)
Tabaco CCA) o
. (CT & CCA) o book Barrier:
City L Barrier: Weak - L
Barrier: Aging expenditure maintenance || Sustainability
workforce; PS P - (CT & CCA) ||concerns post-
R processing - p
ceiling; S Barrier: leadership
] mechanisms; o
negative work inter-office Taxpayer transition
culture domi attitude; (CT & CCA)
(CT) 9rm|nancz geographic
(CT&ceA) constraints
(CT &CCA)
Enabling:
Efficient Enabling:
collection; Enabling: Audit
trained Prudent, compliance;
personnel; priority-aligned ||digital systems;|| Enabling:
strong spending (CT) regular Timely
Ligao enforcement || Barrier: Budget || reporting (CT) || servicing;
City (CT) Barrier: constraints; Barrier: Audit strategic
Delayed tax emergency findings; borrowing
rate/SMV expenditures; coordination (T
revision; delayed fund challenges;
limited releases (CT) || policy changes
economic CT)
activity (CT)
Barrier: Barrier: Barrier:
Uncollected Misaligned e 1
) Difficulty
real property || programs; weak -
. collecting from
Sorsogon taxes; procurement °
p L large clients —
City undervalued planning; - -
. with national
business unprogrammed issues (CT &
receipts (CT & activities CCA)
CCA) (CT &CCA)
Enabling: Enabling: Enabling:
Effective Enabling: Stable|| Professional Healthy
matching of || and predictable financial borrowing
Naga || |ocal dit ith || level f
City ocal resources || expenditure || managers wi evel for
with national pattern (CT & || strong political || development
transfers (CT & CCA) will and investments
CCA) continuity (CT)|| (CT & CCA)
Barrier: Low
Barrier: Over- Barrier: . financial
. b . Barrier: Lack - -
Iriga reliance on Overspending literacy in
- . . ._||of transparency
City single revenue ||during economic CT) debt
source (CT) booms (CT) management
(€T
Enabling: Enabling: Plan Enabling: Enabling:
Masbate Efficient alignment; International Prudent
Ci collection; DRRM fund; standards; borrowing;
ity S - .
diversified transparency participatory service
sources; PPPs (CT) budgeting; tech|| planning;

Part 3. Challenges and Approaches

The seven cities of the Bicol Region face
diverse fiscal challenges while implementing
strategies to enhance sustainability and resilience.
Legazpi City focuses on tax mapping, digitalization,
and public-private partnerships but contends with
delinquent accounts and rising infrastructure costs.
Tabaco City emphasizes good fiscal practices and
grassroots engagement, constrained by limited
personnel and coordination issues. Ligao City aligns
local projects with national priorities yet struggles
with tax compliance and limited manpower.
Sorsogon City maintains systematic revenue
tracking while balancing expenditure priorities.
Naga City, as the economic hub, explores
alternative revenues and digital finance, facing
dependence on national transfers and bureaucratic
delays. Iriga City emphasizes transparent budgeting
and forecasting but is constrained by uneven
revenues and reliance on grants, while Masbate City
expands the tax base and practices multi-year
planning amid revenue volatility and rising service
costs.

Despite these differences, the cities share
common strategies: broadening revenue sources,
enhancing  financial  management  through
transparent and multi-year budgeting, adopting
digital systems, promoting climate-resilient fiscal

planning,  fostering economic  development,
ensuring accountability through reporting and
citizen engagement, leveraging grants and

borrowing responsibly, and building institutional
capacity. Collectively, these approaches highlight
fiscal sustainability as the ability to manage

resources responsibly, maintain stable and
diversified revenues, meet current and future
service needs, practice prudent expenditure

management, and remain resilient to economic and
disaster-related shocks. In the Bicol Region,
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sustainable local finance reflects a balanced, self-
reliant economy where revenues support well-
managed spending and long-term community
development.
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Table 4. Challenges and Approaches of Seven

Cities in the Bicol Region

. Fiscal
. Revenue Expenditure Debt
City Structures Patterns Managgment Management
Practices
limited Balancing infrastructure
diversification essential (CT)
(CT &CCA) services & Challenges:
economic Bureaucratic
investments || delays in fund
(CT & CCA) || utilization (CT
& CCA)
Approaches:
Regular
Challenges: Challenges: reportlng; .
- Unsustainable Rising basic forecasting;
Iriga . : transparent
- revenue streams; service & : —
City - A budgeting (CT)
reliance on grants || public safety .
(CT) expenses (CT) Challenges:
Resource and
training gaps
€n
Approaches: .
Zero-based & AI\BI?JEE-‘CZS?I
. performance . Yy ;
Approaches: budaeting: Approaches: planning;
Expanding tax 9eUNG: 1 sart financial|| stabilization
. . tech-driven I 5
base; PPPs; grants savinas: planning; fund;
Masbate || (CT) Challenges: 93, accountability || refinancing
> outsourcing
City Revenue CT) measures (CT) (CT)
volatility; limited Challenges: Challenges: Challenges:
sources; declining Rising ' Public trust High debt
aid (CT) . g issues (CT) burden;
infrastructure unfunded
& safety costs -
) liabilities (CT)

Conception of Fiscal Sustainability and Financial
Resilience

Fiscal sustainability in the seven cities of the

. Fiscal
. Revenue Expenditure Debt
City Structures Patterns Managgment Management
Practices
Approaches: Tax
mapping, Approaches:
computerization, e
- BOT joint
GIS in property . -
T Challenges: || ventures with
taxation; . ]
economic Gr0W|r_19 private sector
- population (CT & CCA)
.|| enterprise (CT) . )
Legazpi . demands; Challenges:
A Challenges: Real || . LY —
City infrastructure || Mobilizing
property data . :
. .|| costs; tech resources;
computerization; :
delinquency capacity gaps ||access to NTA,
S (CT & CCA) || grants, BOT
remedies; : :
business fmancmgk(CT
inspection (CT & & CCA)
CCA)
Approaches:
Challenges: Focus on good
) > fiscal
Slow financial L
. . practices;
Challenges: processes; rassroots
Personnel weak g
Tabaco L . S governance
City ellglk_)lllty gaps; || coordination CT) —
misplaced among Challenges:
employees (CT) financial -nallenges:
" Limited time
officers (CT
& CCA) of SP (power
of the purse)
(CT)
Approaches:
Strong PPA
prioritization;
alignment with
Challenges: Challenges: ngm_)r_]al.
. ; X priorities;
. Partial compliance Timely _
Ligao - L - efficient
: with periodic tax || execution and - —
City - allocation (CT)
rate & SMV completion of Challenges:
revision (CT) PPAs (CT) Limited
manpower;
unforeseen
disruptions
Cn
Approaches:
Diversified
collection areas;
taxpayer
Sorcsict)gon databank; — — —
Y |l classified demand
letters; revenue
tracking (CT &
CCA)
Approaches: Approaches: || Approaches:
Alternative Optimize Participatory
Naga funding sources || expenditures; || budgeting;
Citg (CT) Challenges: || support local || digital finance —
Y 50-60% industries systems;
dependence on ((o1))] climate-
national transfers; || Challenges: resilient

Bicol Region is the capacity to maintain stable,
reliable, and diversified revenues to fund public
services and development without excessive debt or
compromising financial stability. Each city
emphasizes distinct priorities: Legazpi focuses on
sustaining productive processes debt-free; Tabaco
on meeting constituent needs; Ligao on long-term
income stability; Sorsogon on financing programs
within available resources; Naga on integrating
spending, taxation, and policy stability; Iriga on
consistent revenue, frugal spending, and debt
management; and Masbate on balancing spending
and taxation to prevent instability. Financial
resilience reflects each city’s ability to withstand,
adapt to, and recover from shocks such as economic
downturns, natural disasters, or revenue shortfalls,
while continuing essential services. Strategies
across all cities converge on enhancing revenue
generation, improving financial management
efficiency and transparency, integrating climate-
and disaster-resilient planning, fostering local

economic development, ensuring accountability and
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governance,

responsibly

leveraging

external

financing, and building institutional and human

capacity.

Collectively,

these

approaches

demonstrate that the cities aim to be financially
robust, flexible, and capable of sustaining long-term

development

while

uncertainties.
Table 5. Conception of Fiscal Sustainability and
Financial Resilience

managing

risks and
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Fiscal sustainability and resilience in the seven (7)
cities in the Bicol Region involve maintaining
stable, diversified revenues to meet current and
future obligations while withstanding shocks such
as disasters, economic downturns, or revenue
shortfalls. Cities tailor strategies to their contexts:
Legazpi leverages digital finance and tax mapping;
Naga emphasizes balanced, participatory budgeting;
Ligao focuses on system computerization and asset
leasing; Sorsogon strengthens finance committees
and digital collection; Iriga prioritizes transparent
reporting and monitoring; Tabaco pursues revenue
diversification and good governance; and Masbate
implements  public-private  partnerships,  tax
increment financing, and tourism promotion.
Despite these measures, challenges remain,
including dependence on national transfers, narrow
revenue bases, weak tax administration, limited
capacity, and political transitions. To overcome
these, cities integrate innovative financing, efficient
and transparent financial management, economic
diversification, climate- and disaster-resilient
planning, and human and institutional capacity-
building. Collectively, these efforts reflect a holistic
approach to local governance, enabling sustainable,
adaptive, and resilient development that protects
livelihoods, sustains services, and ensures long-term
fiscal stability.

Table 6. Strategies Used for Fiscal Sustainability
and Resilience

CITY

GOVERNMENTS STRATEGIES

FINANCIAL

CITIES FISCAL SUSTAINABILITY RESILIENCE
The City’s capacity to obtain | The City’s capacity to
internal/external revenues to | recover quickly from
Legazpi sustain product%ve processes at a difficulties or toughpess. It

City steady or growing rate 1n.c.>rder does not only wllthslt'and
to produce results. The ability to | shocks ~ but  prioritizes
sustain current spending and | environmental, social, and
other policies, being out of debt. | economic sustainability.

T Ability to continue addressing | Ability to bounce back after
abaco . .
City the ln§ecls of constituents by | the challenges get into the
providing them quality of life way
Having stable and reliable | Ability to respond and
sources of  income to | adjust to challenges without
continuously fund basic services | disrupting services. This
and development programs over | focuses on the capacity to
Ligao City the lpng term. It ensurfés that | recover quickly.

the Clty g()vernment can supp()rt

its operations without

depending  too much on

unpredictable  sources.  This

focuses on long-term stability.

The ability of the «city | The ability of the city
S government to finance and | government to manage its

orsogon ¢ .

City 1mplement ~ programs Aand resources and(stay in control
projects  with its available | even when things do not go
resources as planned
The ability of the «city | The ability of the city
government to sustain its | government to thrive ibn the
current spending, tax, and other | face of change, survive and
policies in the long run without | recover  from  financial
threatening government | shocks, ensuring long-term

Naga City | solvency or defaulting on some | sustainability and effective
of its liabilities or promised | service delivery  despite
expenditures, and ensuring that | economic pressures
basic and essential services are
continuously provided to the
constituents.

The ability of the city
government to meet the needs
of its citizens both now and in
the future while maintaining its

Iriga City existing financial health. This
entails  consistent  revenue
production, frugal spending, and
efficient long-term debt
management.

Ability of the city government | Capacity of the city
to maintain its cutrent spending, | government to withstand

Masbate tax?{xt%on, and other financial | and recover from ﬂnancigl

City thcles over the long term shocks  (e.g. cconomic
without leading to excessive | downturns, natural disasters,
debt or financial instability unexpected revenue

shortfalls

Strategies Used for Fiscal Sustainability and
Resilience

ETRACS

Sisterhood with different local government

units

Business One Stop Shop (BOSS)

City Economic and Investment Promotions

Division

v" Investment facilitation and Promotion
Services

v" Digital finance empowerment eGov

v/ Tax information campaign and collection
scheme

v" Intensifying daily collection operation of
the public market, slaughterhouse, hospital

v' Computerization for faster processing time
for permits and taxes

v Focus on fiscal strategy and strategic

Legazpi City

s

AN

planning

v" Robust accountability by managing the
funds wisely

v Using funds with efficiency and
transparency

v" Revenue forecasts

v' Cost estimate of existing policies and new
policies

v' Expenditure ceiling
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v" Alignment of spending, revenues, and
fiscal rules

Tabaco City v Studying the various contexts before acting
accordingly

v" Weighing all the issues; knowing all sides
of proposed solutions

v/ Establishing Pinoy Trading Center as a
special  effort made in  revenue
diversification; idle tax enforcement; non-
working asset transformed into investment

v' Recipient of Seal of Good Local

Governance
Ligao City v' Computerization of revenue system

supports  effective operations through
ETRACS

v/ Continuous capacity building of personnel

v" Regular coordinating among offices (CAO,
BPLO,CTO)

v Prioritization of programs

v' Alignment with national plans

v' Regular tax mapping to discover more

properties and businesses
v' Leasing government-owned land and
buildings bring in extra income

Sorsogon City v Functional local finance committee
v' ETRACS subscription tied up with Gcash
and Landbank Linkbiz

Naga City v' Pro-active fiscal strategies (maintaining
balanced budget, investing in development
projects, and ensuring debt sustainability

v' Regular budget performance assessments

v" Engages stakeholders in fiscal decision-
making

v' Transparency initiatives such as public
financial disclosures

Iriga City v' Establishing a thorough budget review
procedure

v" Regular financial audits are carried out

v' Community engagement sessions are
conducted

v Regular training and  professional

development for treasurers

The use of technology for financial

reporting

Examining present revenue sources

Monitoring revenue performance

<

Masbate City Congestion Pricing

Public-Private Partnerships

Tax Increment Financing

Promoting cultural and creative industries
Developing rural tourism

Establishing marine-protected areas
Encouraging private investment
Organization of local economic
development summit

Improvement of local infrastructure

SN NN NN NN ENEN

<

ANALYSIS AND DISCUSSION

This analysis of the seven city governments
in the Bicol Region is confirmed by BLGF Region
V officials, including the Regional Director, Chiefs
of the Treasury and Financial Analysis Units, as
well as the Local Treasurers and their respective
Committee Chairpersons. The Regional Director
ensures accurate real property valuations, updated
Local Revenue Codes, and compliance with
RPVARA. The Treasury and Financial Analysis
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Units monitor LGU revenues and expenditures
through the eSRE, provide technical guidance, and
assess fiscal performance. These mechanisms help
cities maximize local revenues, improve tax
collection, and reduce overreliance on the National
Tax  Allotment (NTA), promoting fiscal
sustainability.

For fiscal resilience, BLGF provides policy
guidance, capacity-building, and oversight of funds
such as the Local Disaster Risk Reduction and
Management Fund, ensuring cities can maintain
service delivery during economic or disaster-related
shocks. Local Treasurers ensure accurate reporting,
compliance with LTOM, and technical support,
while Committee Chairpersons review budgets,
propose revenue measures, and ensure expenditures
align with laws and development priorities. The
confirmed data supports the validity of the study’s
findings, highlighting the importance of disciplined,
transparent, and strategically managed fiscal
systems across the Bicol Region.

Part 1. Current Fiscal Status of the Seven Cities
in the Bicol Region

Fiscal status refers to the financial condition
and capability of city governments to generate
revenues, manage expenditures, and sustain fiscal
operations. It encompasses income sources such as
National Tax Allotment (NTA), business taxes, real
property taxes, and other local taxes, fees, and
charges, reflecting fiscal autonomy under the Local
Government Code of 1991. Fiscal status
demonstrates how well a city government can
deliver public services, finance infrastructure and
development  projects, and meet financial
obligations based on average annual regular
income. It is operationalized as a composite of
revenue structures, expenditure patterns, fiscal
management practices, and debt management,
collectively indicating overall financial health.

All city governments operate within
nationally ~mandated fiscal standards and
frameworks to ensure transparency, efficiency,
accountability, and sustainability. These are
enforced or guided by the Department of Finance
(DOF), Bureau of Local Government Finance
(BLGF), Commission on Audit (COA), Department
of Budget and Management (DBM), and
Department of the Interior and Local Government
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(DILG). Key frameworks include the Local
Government Code of 1991 (RA 7160), which grants
taxing authority and encourages revenue generation
to reduce dependence on NTA,; the Philippine
Disaster Risk Reduction and Management Act of
2010 (RA 10121), which mandates at least 5%
allocation to the Local Disaster Risk Reduction and
Management Fund; Executive Order No. 138, s.
2021 on Full Devolution, which expands fiscal
autonomy while increasing revenue responsibility;
Republic Act No. 11964 on Automatic Income
Classification of LGUs; and the Ease of Doing
Business Act (RA 11032), which institutionalizes
Business One-Stop Shops and digitalization to
enhance revenue efficiency. Complementary
mechanisms include the Public Financial
Management Reform Roadmap, Local Public
Financial ~ Management  Improvement  Plan
(LPEMIP), Budget Operations Manual (BOM),
Local Treasury Operations Manual (LTOM),
Electronic Statement of Receipts and Expenditures
(eSRE), BLGF Fiscal Sustainability Scorecard,
COA Accounting and Audit Standards (PD 1445
and GAM), eBudget, Electronic Tax Mapping,
Computerized Real Property Tax Administration
Systems (RPTAS), and the Seal of Good Local
Governance (SGLG).

These frameworks collectively
institutionalize standard areas of fiscal governance,
including legal compliance, transparency, budgeting
and planning, revenue mobilization, debt
management, financial accountability, performance
monitoring, digital governance, and inclusive fiscal
planning. Legal compliance entails adherence to
codified rules and mandatory allocations;
transparency requires disclosure and audit
accessibility; revenue mobilization emphasizes
updated assessments and diversified income
sources; and debt management promotes
responsible  borrowing  within  ceilings and
productive investment use. Budgeting and planning
align expenditures with development priorities,
financial accountability ensures proper reporting
and audit responsiveness, performance monitoring
supports benchmarking and results orientation,
digital governance advances automation and
efficiency, and inclusive fiscal planning integrates
gender, disaster risk, and climate considerations.

Regional assessment indicates that legal
compliance and debt management register high
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compliance, though borrowing capacity remains
underutilized. Financial accountability in reporting
is strong, but internal controls and audit
responsiveness require improvement. Transparency
practices are generally in place, yet public
engagement remains limited. Budgeting and
planning show moderate adherence, with alignment
to development priorities evident but outcome-
based budgeting still weak. Revenue mobilization is
improving, though valuation practices and
enforcement need strengthening. Performance
monitoring is increasingly adopted through SGLG
and Fiscal Sustainability Scorecard tools. Digital
governance is uneven, with larger cities adopting
automation more rapidly than smaller LGUs facing
technological and capacity constraints. Inclusive
fiscal planning achieves procedural compliance, but
its substantive impact on gender, disaster risk
reduction, and climate-responsive  budgeting
requires enhancement. Overall, baseline compliance
with national fiscal standards is generally achieved
due to oversight by DBM, BLGF, COA, and DILG;
however, the depth and institutionalization of
practices vary, with stronger cities internalizing
standards into governance systems while others
treat them primarily as procedural requirements.

Key fiscal management considerations
across cities include ensuring regulatory
compliance, assessing fiscal capacity based on
revenue base and local economy, evaluating
operational readiness through institutional and
human resources, utilizing digital systems for
automated efficiency, aligning budgets with
strategic development priorities, fostering public
engagement to build transparency and taxpayer
trust, strengthening audit and risk management to
prevent misuse, promoting performance metrics and
incentives for results-based governance, and
maintaining responsible borrowing and
creditworthiness for capital financing. Collectively,
these considerations demonstrate that fiscal
sustainability extends beyond formal compliance
toward institutional capacity, modernization, and
strategic governance integration.

On Revenue Structure Overview

High dependence on the National Tax
Allotment (NTA) emerged as a dominant theme. A
participant admitted that “almost all cities remain
heavily reliant on NTA; only a few have strong
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own-source revenues.”

The candid acknowledgment of reliance
suggests institutional awareness of vulnerability.
However, the qualifier “only a few” indicates
uneven
fiscal capacity across cities. This disparity supports
the coding of dependency risk and underscores the
need for diversification strategies.

In discussing reforms, another official
shared that “we have intensified tax mapping and
computerized property records to better track
delinquent accounts.”

This reflects modernization efforts, yet the
emphasis on tracking delinquency rather than
expanding the tax base implies a corrective rather
than innovative orientation. The reform is reactive
— focused on enforcement — rather than
transformational diversification.

On Expenditure Patterns of City Governments

The city governments in the Bicol Region
exhibit high spending on general public services,
where “Personnel Services (PS) consume a
significant portion; 45% max of total regular
income.” This personnel-driven  expenditure
structure indicates limited fiscal flexibility due to
large fixed salary obligations. At the same time,
there is “limited spending on capital outlay
(infrastructure),” suggesting constrained long-term
physical and economic investment. This pattern
reflects Carroll (2005) and Hendrick’s (2014)
notion of “fiscal illusion,” wherein nominal
compliance with fiscal rules may obscure
underinvestment in strategic development priorities.
Although spending levels appear compliant and
expanding, the Ilimited allocation toward
infrastructure signals that growth in expenditure is
not consistently aligned  with  long-term
development outcomes. This observation is further
consistent with Wagner’s Law of Increasing State
Activity, which posits that as economies develop,
public  spending expands, particularly in
administrative and social services. However, while
increased state activity is evident, sustainability
depends on whether expenditures are productive
and growth-oriented. The current allocation pattern
suggests a need for strategic fiscal balancing to
ensure that expansion translates into long-term
economic capacity.

City governments generally comply with
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mandatory allocations, specifically “20% DF, 5%
DRRMF, 5% GAD.” There is also “increased
spending  for  devolved functions  (Post-
Mandanas/Garcia Ruling),” indicating adaptive
fiscal adjustments. This transition aligns with
Ozili’s Life Span Theory of Sustainable Finance,
which emphasizes that fiscal sustainability evolves
through institutional stages requiring tailored
strategies. The observed expansion in devolved
service delivery and enhancement of fiscal planning
suggest that cities are moving toward greater fiscal
maturity, where responsiveness to new mandates
reflects institutional progression. Nevertheless,
while Maintenance and Other Operating Expenses
(MOOEs) are essential, “spending in some city
governments are inefficient or lack prioritization.”
Despite this, debt service and loan repayment levels
remain generally low, and there is a clear focus on
health, education, and social services.

Spending practices are guided by “fiscal discipline,
prioritization, and alignment with the Annual
Investment Program (AIP) and Local Development
Plan (LDP).” Expenditures are intended to support
mandated services and development goals, with
attention to absorptive capacity, DBM budget
ceilings, and COA rules and regulations.

Table 7. Observation based on Key Pattern
Areas

KEY PATTERN AREAS

OBSERVATION

Personnel-driven budgets

Limited flexibility due to large
fixed salary obligations

Compliance with statutory
allocations

Generally followed, but quality
of implementation varies

Low infrastructure investment

Many cities underinvest in long-
term physical/economic
infrastructure

Devolution-related adjustments

Gradual; some cities still
restructuring for expanded
service delivery

Efficiency and prioritization
issues

Spending not always aligned
with outcomes or community
priorities

statutory compliance
expansion is evident,
expenditure patterns depends on improving

prioritization, strengthening

Collectively, these findings show that while

is

achieved and fiscal
the sustainability of

infrastructure

investment, and ensuring outcome-oriented fiscal
management.

On Fiscal Management and Practices (e.g. On
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Budget Preparation and Execution)

Digitalization and participatory mechanisms
were highlighted. A respondent from a highly
performing city noted, “we digitized financial
processes and adopted participatory budgeting to
increase transparency.”

The linkage between digitization and
transparency suggests institutional maturity. Unlike
cities that emphasize mere compliance, this
narrative indicates governance innovation. The
adoption of participatory budgeting reflects deeper
fiscal democratization, aligning with Bolivar et al.’s
(2019) argument that data-driven governance
strengthens fiscal outcomes.

However, another participant admitted that
“coordination among treasury, budget, and planning
offices still needs improvement.”

This acknowledgment reveals institutional
fragmentation. Even with technological adoption,
structural coordination remains a limiting factor.
Thus, fiscal modernization appears uneven and
personality-driven rather than fully institutionalized.

Debt Management

Borrowing practices were described as
cautious. One official explained, “we remain below
the 20% debt service ceiling; we avoid unnecessary
loans.”

The emphasis on avoidance reflects a
conservative fiscal culture. While prudence protects
fiscal stability, it may also limit strategic
infrastructure investment. As UN-HABITAT (2015)
argues, sustainability requires balancing discipline
with development-oriented borrowing.

These seven cities of the Bicol Region
demonstrate baseline fiscal compliance and
stability, with high legal adherence, cautious debt
management, and improving revenue systems.
However, challenges remain in  revenue
diversification, strategic expenditure, institutional
capacity, and digital governance. Strengthening
fiscal autonomy, aligning expenditures with
development priorities, and adopting proactive debt
and investment strategies are essential for achieving
fiscal sustainability and resilience.

Part 2. Factors Affecting Fiscal Sustainability
and Resilience

Fiscal sustainability in city governments is
characterized by compliance with legal and
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regulatory  frameworks, positive revenue
performance, controlled borrowing, balanced
budgeting, proper fund utilization, and sound
financial housekeeping. In the study, participants
consistently highlighted that “our operations still
largely rely on national allocations; our local
collection efforts are improving but not yet
sufficient,” reflecting the continued reliance on
National Tax Allotment (NTA). This observation
aligns with the quantitative data showing that most
Bicol cities, except Legazpi and Naga, exhibit NTA
dependency rates exceeding 80%. Legazpi and
Naga, with roughly 50% NTA dependency,
demonstrate comparatively stronger local revenue
generation capacity, yet even these cities remain far
from full fiscal independence.

Table 8. National Tax Allotment (NTA)
Dependency of City Governments in the
Bicol Region

LOCALY NATIONAL OTH'E:I; (S):'AARES
SOURCED TAX NATIONAL
CITIES REVENUE ALLOTMENT TRANSEER
DEPENDENCY | DEPENDENCY
(%) (%) DEFICIENCY

(%)
Legazpi 41.1 58.1 0.20
Tabaco 14.8 85.0 0.10
Ligao 12.9 86.5 0.03
Sorsogon 14.1 85.1 0.79
Naga 43.8 55.3 0.60
Iriga 16.4 83.5 0.02
Masbate 15.7 84.3 0.03

These findings underscore the literature on
fiscal autonomy, which emphasizes that local
revenue mobilization is essential to sustainable
municipal finance and resilience against external
shocks (Shah & Shen, 2022; Bird & Slack, 2020).

Participants identified both enabling and
barrier factors affecting fiscal sustainability. In
terms of revenue structures, enabling factors
included  modernized real  property  tax
administration, digital payment systems, diversified
tax bases, and incentive programs for taxpayers. As
one participant noted, “Even with automation and
improved mapping, taxpayer compliance varies and
some sectors resist paying taxes, affecting revenue
targets.” This insight illustrates the persistent gap
between fiscal tools and behavioral compliance, a
challenge widely discussed in the literature on local
revenue administration (Jimenez, 2021).
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Conversely, barrier factors such as outdated
schedules of market values, weak enforcement of
tax regulations, and inefficient local economic
enterprises highlight structural constraints limiting
revenue diversification and sustainability.

Expenditure patterns also revealed the
interplay between institutional practices and fiscal
outcomes. Participants emphasized the benefits of
performance-based budgeting and prioritization of
capital investments, noting that adherence to
mandated shares and alignment with local
development plans promotes fiscal discipline.
However, they also observed challenges, stating,
“Political priorities sometimes override technical
planning, delaying key infrastructure projects.” This
aligns with research on political economy
constraints in municipal budgeting, which
demonstrates how incremental and politically-
driven allocations undermine efficiency and long-
term planning (Ebel & Yilmaz, 2020).

Fiscal management  practices  were
strengthened by strong internal controls, transparent
reporting, digital platforms, participatory budgeting,
and monitoring systems. A participant remarked,
“Weak coordination among offices causes delays
and reporting issues even when rules are clear,”
highlighting how inter-agency collaboration is
critical to translating formal frameworks into
operational efficiency. These narratives echo studies
emphasizing that institutional capacity,
transparency, and accountability are core
determinants of fiscal sustainability (Bahl et al.,
2021).

Debt management emerged as another
critical dimension. Participants acknowledged
prudent borrowing, technical assistance from
financial institutions, and transparent reporting as
enablers. However, hesitancy to borrow, weak
project preparation, and political risks were cited as
barriers. One participant explained, “Fear of debt
burden often prevents us from utilizing borrowing
capacity even for productive projects.” This reflects
established literature suggesting that strategic,
productive borrowing must be complemented by
technical capacity and risk management to enhance
fiscal resilience (IMF, 2022).

Leadership and institutional capacity were
highlighted as pivotal. Cities with visionary leaders
and strong institutional discipline, exemplified by
Naga City, achieved better fiscal outcomes through
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strengthened revenue systems, integrated planning,
transparency, accountability, and citizen
participation. As one participant emphasized,
“Strong leadership and system reforms are needed
to improve  coordination and  financial
performance.” In contrast, fragmented and outdated
systems, leadership gaps, and limited fiscal
autonomy undermined sustainability in other cities.
These findings resonate with the literature on
institutional determinants of fiscal performance,
which links leadership vision and capacity-building
to higher resilience and sustainability (Fjeldstad et
al., 2020).

Legal compliance and fiscal discipline are essential
but insufficient on their own. Weak inter-agency
collaboration often delays processes, reducing
efficiency. Participants observed, “Even when rules
are clear, lack of coordination among offices causes
delays and reporting issues.” This suggests that
institutional synergy, beyond mere adherence to
regulations, is necessary for sustainable fiscal
governance, aligning with studies emphasizing the
role of coordinated internal systems in enhancing
transparency and accountability (Bird &
Vaillancourt, 2021).

Digital governance emerged as a promising
yet underutilized mechanism. Platforms like Naga’s
iGov and Legazpi’s BPLS Online enhance
transparency, accountability, and efficiency, but
their impact is constrained by low public awareness,
digital illiteracy, and limited civic participation.
Participants highlighted, “Many citizens do not
access online tools or lack internet connectivity,
limiting oversight.” This narrative aligns with
literature noting that digital transformation must be
paired with citizen engagement to strengthen fiscal
monitoring and accountability (UNDP, 2021).

Data-driven governance supports evidence-
based decision-making, strategic  allocation,
performance-based budgeting, and predictive
planning. Participants explained, “Political changes
often reset our data systems and disrupt long-term
planning,” illustrating how political turnover and
partisan governance undermine consistency and
institutional memory. These challenges are well-
documented in literature advocating
institutionalized data systems, professionalized civil
service, medium-term expenditure frameworks, and
participatory governance to sustain evidence-based
fiscal management (OECD, 2020).
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Theses only shows that enhancing fiscal
resilience and  sustainability  requires: (1)
strengthening  local revenue collection and
diversification, (2) disciplined expenditure aligned
with  long-term  development objectives, (3)
improved fiscal governance, transparency, and
digital transformation, and (4) strategic, productive,
and repayable borrowing. The narratives provided
by participants substantiate the literature that links
institutional capacity, leadership, legal compliance,
digital governance, and citizen engagement to
sustainable fiscal outcomes, confirming that fiscal
sustainability is a multidimensional construct
dependent on both internal management and
external context.

Part 3. Analysis of Factors

Fiscal sustainability in the city governments
of Bicol Region (Legazpi, Naga, Iriga, Sorsogon,
Ligao, Tabaco, and Masbate) depends on how
effectively they balance institutional strength,
leadership stability, fiscal discipline, modernization,
and citizen engagement. Each factor plays a vital
role and weaknesses in one area can undermine
gains in another.

Institutional Capacity and Leadership vs.
Fragmented Fiscal Systems

Institutional ~ capacity and  visionary
leadership form the backbone of fiscal
sustainability. City governments with capable
leadership and professional financial management
offices tend to adopt effective budgeting, revenue
collection, and monitoring practices. For instance,
Naga City demonstrates how participatory
governance and leadership continuity improve
transparency and fiscal performance. In contrast,
many city governments in the region continue to
struggle with fragmented fiscal systems (i.e. manual
record-keeping, overlapping mandates, and lack of
coordination among planning, budgeting, and
accounting offices). This fragmentation causes
inefficiency, delays, and leakages. Where
institutional reforms and leadership are aligned,
fiscal governance becomes more predictable and
efficient. Weak institutions, however, perpetuate
dependence on national transfers and hinder long-
term fiscal stability.
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Legal Compliance and Fiscal Discipline vs. Weak
Inter-Agency Collaboration

Compliance with financial management
laws and adherence to fiscal discipline ensures
efficient use of limited resources. However, weak
collaboration among local departments often leads
to misalignment between development plans and
budget allocations. The lack of coordination among
the planning office, budget office, and treasurer’s
office in some city governments results in
inconsistent prioritization and spending
inefficiencies. Legal frameworks alone do not
ensure sustainability; implementation requires
coordination, shared accountability, and cross-
departmental  synergy. Without inter-agency
cooperation, fiscal discipline is reduced to
compliance on paper rather than practice.

Adoption of e-Governance and Digital Tools vs.
Limited Public Awareness

Digital transformation in local fiscal
management such as online tax payments and
digital budgeting systems offers opportunities for
transparency, efficiency, and reduced corruption.
However, public awareness and participation in
these systems remain low in several Bicol city
governments. The digital divide, low technological
literacy, and limited outreach weaken the benefits of
modernization. Technological reform without
public adoption creates a “participation gap.” Fiscal
modernization must be paired with inclusive
communication strategies, citizen education, and
incentives for online participation to maximize
impact.

Data-Driven and Evidence-Based Decision-
Making vs. Political Instability

The use of fiscal data and performance
indicators supports better decision-making and
long-term planning. Yet, frequent leadership
changes and political turnover in local governments
interrupt reform continuity. Political instability can
erase institutional memory and replace evidence-
based priorities with politically motivated spending.
Sustainability  requires institutionalizing data
systems beyond personalities. When decision-
making is data-driven and independent of political
transitions, local governments can maintain fiscal
discipline and service continuity even during
leadership shifts.
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Transparency and Citizen Engagement vs. Limited
Accountability Mechanisms

Transparency and civic engagement are
crucial in strengthening fiscal legitimacy and
voluntary tax compliance. Yet, limited access to
fiscal data and weak citizen participation
mechanisms persist in many local governments.
Without regular public consultations or open budget
disclosures, citizens remain unaware of how funds
are raised or spent. A sustainable fiscal system
thrives on trust. Transparent reporting and
participatory  budgeting not only enhance
accountability but also create a culture of shared
fiscal responsibility between citizens and the
government.

Revenue Generation and Economic Base vs.
Structural and Environmental Constraints

City governments in Bicol face challenges in
expanding their local revenue base due to limited
industrial activity, disaster risks, and reliance on
agriculture. Frequent typhoons, flooding, and
volcanic activity (e.g., Mayon Volcano) disrupt
economic activity and damage local infrastructure,
leading to fluctuating revenues. However, strategic
diversification (i.e. promoting tourism, small-scale
manufacturing, and digital enterprises) has emerged
as a resilience strategy. Fiscal sustainability in a
hazard-prone region requires economic
diversification and risk-informed budgeting. City
governments  that integrate  disaster  risk
management and climate adaptation into fiscal
planning are better equipped to sustain growth and
recover from shocks.

Fiscal Autonomy and Resource Dependence

Despite the Mandanas-Garcia Ruling
increasing national tax allotments, many Bicol city
governments remain dependent on central
government transfers. This dependency limits fiscal
flexibility and self-reliance. Strengthening local
revenue generation through improved tax mapping,
fee rationalization, and business support is essential
for long-term autonomy. True fiscal sustainability is
achieved when city governments generate and
control a substantial share of their revenues,
enabling them to fund local priorities without
overreliance on national support.
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The fiscal sustainability of Bicol’s city
governments  reflects a tension  between
modernization and structural constraints, reformist
leadership and political turnover, and digital
transformation and limited citizen engagement.
Strengthening institutional capacity, enhancing
inter-agency  collaboration, and  promoting
evidence-based governance are crucial to
overcoming these challenges. Ultimately, fiscal
sustainability is not just a technical or financial
issue. It is a governance issue rooted in leadership
quality,  institutional  reform, and public
participation. City governments that embrace data-
driven planning, e-governance, and inclusive fiscal
management are better positioned to achieve long-
term fiscal resilience and economic stability.

Part 4. A Framework on Fiscal Sustainability
and Resilience

The framework for fiscal sustainability and
fiscal resilience should speak of assessing,
designing, and implementing fiscal policies that are
sustainable over the long run and resilient to shocks.
The purpose of such framework is to provide a
structured approach to assess fiscal sustainability
and build resilience against macroeconomic, fiscal,
natural disaster, and socio-political shocks. This is
designed only for the seven (7) city governments in
the Bicol region. The guiding principles of such
framework are: intergenerational equity (avoiding
shifting large costs to future taxpayers);
countercyclicality (allowing automatic stabilizers
and  targeted  countercyclical  discretionary
measures);  transparency and  accountability
(involving clear reporting, open data, and
independent fiscal institutions); flexibility with
rules (having rules that are credible but allowing
escape clauses for genuine shocks); and prudence
and other buffers (building reserves and contingent
liabilities management).

It begins with the city government as the focal
point—the primary driver and implementer of fiscal
reforms. Surrounding it are the key aspects of fiscal
sustainability (revenue structures, expenditure
patterns, fiscal management policies, and debt
management) which serve as the foundation of local
fiscal operations. These aspects are strengthened by
critical inputs such as institutional capacity and
leadership, legal and policy frameworks, fiscal
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systems and digital infrastructure, and stakeholder
engagement. Together, these inputs form the
enabling environment that allows the city
government to function effectively and pursue fiscal
stability.

From these inputs, the city government
undertakes a set of core processes—revenue
mobilization, expenditure management, fiscal
policy coordination, and risk and crisis
management. These processes represent the
operational mechanisms through which fiscal
sustainability is built and maintained.

When effectively carried out, they produce
tangible outputs, including improved revenue
performance, balanced budget execution, enhanced
transparency and public trust, and strengthened
inter-LGU collaboration. These outputs reflect the
immediate results of sound fiscal management and
governance reforms.

The framework then transitions from outputs to
outcomes, where the city achieves higher levels of
fiscal sustainability—the ability to maintain
financial stability over time—and fiscal resilience—
the capacity to absorb, adapt to, and recover from
shocks such as economic downturns or natural
disasters.

Achieving these outcomes requires adherence to
key requirements—policy instruments and trade-
offs such as fiscal consolidation, structural reforms,
counter-cyclical policies, and debt operations.
These policy tools provide the necessary balance
between growth, prudence, and flexibility in
managing fiscal risks. Embedded within these
requirements are the eight (8) pillars of fiscal
sustainability and resilience:

1. Macroeconomic Baseline and Scenario

Analysis

The  Philippines  economy s
expanding but at a moderate pace. Inflation
has eased considerably through 2024-
2025. National budget rules and DBM
issuances continue to shape LGU transfers
and allowable spending. DBM issues Local
Budget Memoranda and National Budget
Circulars annually. Bicol’s economy grew
but signals modest recovery but
constrained momentum. Bicol remains
more dependent on agriculture, fisheries,
tourism cycles and climate-sensitive sectors
which raise volatility in own-source
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revenues (business tax base, tourism levies)
and higher exposure to weather shocks.
Moderate national growth and low
inflation reduce near-term macro risk to
real local tax bases, but Bicol’s below-
average growth and dependence on
agriculture/tourism imply slower expansion
of own-source revenue (OSR) and higher
year-to-year volatility. City governments
should not assume rapid OSR growth but
need to plan conservatively.

2. Fiscal Accounts and Sustainability

Diagnostics
Fiscal diagnostics allow city
governments to evaluate the health, stability,
and resilience of their finances. Each city
government should maintain and analyze
five core fiscal accounts derived from its
Statement of Receipts and Expenditures
(SRE) and Local Budget Reports. There is a
need to use the latest BLGF electronic
Statement of Receipts and Expenditures
(eSRE) and Local Treasury Operations
Manuals and Reports (2022—-2024). There is
also a need to summarize revenues and
expenditures by function. This also includes
computing the ratios above for three years
for example (e.g., FY 2022-2024). Then
classify each city government as sustainable
and resilient, at risk, or vulnerable. Typical
city government’s risks include revenue
vulnerability, climate exposure, limited
investment space, and weak fiscal data
systems. If high dependence ratio, there is a
need to increase OSR through digitized tax
collection and property revaluation. If high
PS ratio, the city governments need to
implement manpower rationalization or
automation. If low capital share, they have
to reallocate savings to infrastructure and
resilience investments. If low liquidity, they
have to increase reserve targets or secure
disaster insurance. Fiscal sustainability and
resilience are not only about balancing
budgets, but also about ensuring
adaptability in a volatile environment
marked by climate risk, uneven economic
growth, and evolving national fiscal
policies.
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3. Risk and Contingent Liabilities

Management

For city governments that are always
exposed to frequent typhoons, floods,
volcanic activity, and market volatility,
unmanaged fiscal risks and contingent
liabilities can undermine sustainability and
derail local development projects. There has
to be a systematic diagnostic process that
helps city governments to identify, quantify,
and manage their fiscal exposures. They
need to conduct a fiscal mapping exercise
that lists all potential fiscal shocks and use
five-year data to estimate expected losses or
fiscal exposures. There should be a pro-
active and innovative  fiscal  risk
management committee, annual fiscal risk
assessment, and integrate into medium-term
fiscal framework. The city governments
should adopt a local fiscal risk management
policy (via ordinance) defining risk
categories,  reserves, and  reporting
protocols, institutionalize a fiscal risk
register maintained by the Treasurer’s
Office and reviewed annually, participate in
national Disaster Risk Financing and
Insurance (DRFI) through DBM, DOF, or
GSIS, integrate risk and contingent liability
reporting in budget documents and COA
audit notes, use conservative forecasting
and scenario analysis in budget preparation,
establish ceilings for contingent liabilities
from PPPs or guarantees, publish an annual
fiscal risk statement to  promote
transparency and accountability. This would
lead to some expected outcomes such as
improved fiscal transparency and early
detection of vulnerabilities, reduced fiscal
shocks  from disasters and macro
fluctuations, increased investor and donor
confidence,  strengthened institutional
capacity for risk-based fiscal governance,
and greater fiscal resilience and
sustainability for the city governments.

Revenue Strategy

A revenue strategy defines how a city
government mobilizes and manages its
financial resources to sustainably fund
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public services and investments. For the city
governments, developing an effective
revenue strategy is essential to reduce
dependence on NTA, strengthen local fiscal
autonomy, and build resilience against
economic or disaster-related  shocks.
Because Bicol is highly exposed to climate
risks and uneven economic growth, cities
must adopt dynamic and diversified revenue
approaches that ensure both stability and
elasticity. To realize, strengthen core local
taxation, expand non-tax revenues, diversify
revenue  streams, enhance  revenue
administration and digitalization, foster
intergovernmental fiscal relations, and build
fiscal resilience through revenue
stabilization. With revenue strategy, the
possible outcomes are enhanced local fiscal
autonomy, more predictable and diversified
revenue base, stronger digital governance
and compliance, improved investment
climate and service delivery, and greater
capacity to withstand economic and climate
shocks.

Expenditure Strategy

An expenditure strategy defines how
a city government allocates and manages its
public spending to achieve development
goals while maintaining fiscal discipline,
efficiency, and resilience. For the city
governments, this strategy is critical to align
spending with local development priorities
and fiscal capacity, ensure effective service
delivery even during crises, and build fiscal
space for sustainable and resilient growth.
Given Bicol’s frequent exposure to natural
disasters and fluctuating revenues, cities
must institutionalize strategic expenditure
management that emphasizes quality,
accountability, and flexibility. Most city
governments in the Bicol region remain
operationally constrained with a large share
of budgets tied to fixed personnel costs and
limited flexibility for infrastructure and
innovation spending. There is a need to
strengthen fiscal discipline and medium-
term  planning, promote expenditure
efficiency and value for money, prioritize
resilient and inclusive spending, rationalize
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personnel services, improve maintenance
and operations efficiency, optimize capital
investment and infrastructure spending, and
strengthen  risk-responsive and flexible
spending.

Financing Strategies and Fiscal Buffers
Financing strategies determine how
cities mobilize funds to bridge fiscal gaps,
finance development projects, and manage
risks without compromising long-term
sustainability. Fiscal buffers are the safety
nets such as reserves, contingency funds,
and access to credit that enable
governments to respond to unforeseen
shocks while maintaining fiscal stability.
For the city governments in the Bicol region,
resilient financing and prudent buffer
management are essential because Local
revenues remain volatile and heavily
dependent on internal revenue allotment or
national transfers, the region faces frequent
natural disasters and economic disruptions,
and urban growth requires large, stable
capital investments in infrastructure,
housing, and public services. Financing
strategies could be optimizing borrowing for
development, strengthening PPP, leveraging
grants and incentive programs,
institutionalizing climate and resilience
financing, and enhancing financial
management capacity. Fiscal buffers should
ensure that city governments can respond
effectively to shocks without disrupting core
services or increasing debt unsustainably.

Fiscal Rules, Institutions, and
Governance

Focuses on how rules, systems, and
governance mechanisms can strengthen
fiscal discipline, improve accountability,
and institutionalize fiscal sustainability
across city governments in the region.
Fiscal rules and institutions are the
backbone of fiscal sustainability. They
provide the formal and procedural
constraints that ensure budget discipline,
efficiency, and long-term solvency. In the
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context of the city governments in the Bicol
region, which face challenges such as
limited revenue autonomy, dependence on
national transfers, and exposure to natural
disasters, strong  fiscal  governance
frameworks are critical to balance fiscal
responsibility with the need for inclusive and
resilient development. There is a need to
have key fiscal rules for city governments
such as rules on balanced budget, debt,
deficit, expenditure growth, revenue
diversification, contingent liability, fiscal
buffer, and transparency and disclosure.
Every city government should have a fiscal
responsibility framework, city fiscal policy
board, medium-term fiscal framework, local
budget management system, and city fiscal
risk management unit.

8. Crisis Preparedness and Rapid-Response
Tools
Fiscal sustainability and resilience
depend not only on sound fiscal
management during normal times but also
on the capacity to anticipate, absorb, and
recover from crises. In the Bicol Region,
which is frequently affected by typhoons,
volcanic activity, floods, and socio-
economic disruptions, city governments
must develop proactive fiscal and
institutional ~ mechanisms  to  ensure
continuity of governance and service
delivery during crises. Effective crisis
preparedness and rapid-response tools
enable city governments to respond quickly
and efficiently to emergencies, protect fiscal
stability despite shocks, maintain critical
public services, and accelerate recovery and
reconstruction.

These pillars serve as the analytical and
operational foundations that guide city governments
in making informed fiscal decisions and preparing
for uncertainties. These so-called pillars of
sustainability and resilience also rest on the
requirements of policy instruments and trade-offs,
fiscal consolidation, structure reforms, counter-
cyclical policies, and debt operations. These are the
requirements that affect every city government in
the Bicol region.
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Finally, the successful implementation of
these interconnected elements culminates in the
impact stage—where fiscally sustainable and
resilient city governments contribute to inclusive
and sustainable urban development, economic
stability and improved quality of life for citizens,
and a resilient local government capable of
sustaining progress even amidst shocks. In essence,
the framework shows a logical and dynamic flow—
from inputs to processes, outputs, outcomes, and
impacts—demonstrating how well-governed, data-
driven, and participatory fiscal management leads to
lasting development and resilience for Bicol’s city
governments.

If and only if every city government in the
Bicol region will be able to apply given various
contexts such framework, fiscal sustainability and
fiscal resilience are secured.
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and Resilience
CONCLUSION
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The fiscal sustainability of Bicol’s city
governments  reflects a tension  between
modernization and structural constraints, reformist
leadership and political turnover, and digital
transformation and limited citizen engagement.
Strengthening institutional capacity, enhancing
inter-agency  collaboration, and  promoting
evidence-based governance are crucial to
overcoming these challenges. Ultimately, fiscal
sustainability is not just a technical or financial
issue. It is a governance issue rooted in leadership
quality,  institutional  reform, and public
participation. City governments that embrace data-
driven planning, e-governance, and inclusive fiscal
management are better positioned to achieve long-
term fiscal resilience and economic stability.

Fiscal sustainability and resilience are
foundational to long-term economic stability and
inclusive growth. Governments that proactively
assess their fiscal positions, manage risks, and build
institutional buffers are better equipped to withstand
shocks—be they financial, environmental, or
geopolitical. The framework presented above
provides a practical, adaptable roadmap to
strengthen  fiscal policy credibility, ensure
intergenerational equity, and maintain public
confidence. By institutionalizing these principles,
policymakers can create a virtuous cycle of
stability, trust, and growth resilience that supports
both present and future generations. If and only if
every city government in the Bicol region will be
able to apply given various contexts such
framework, fiscal sustainability and fiscal resilience
are secured.
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