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ABSTRACT

The Local Government Code (LCG) of 1991 gave the Local Government Units (LGUS) increased spending and revenue-
generating responsibilities. This is to empower the LGUs to be self-sufficient in their delivery of the devolved basic
services like health, agriculture, and social services. The LGUs now have the authority to impose and raise local taxes
such as real property, local business, and user fees to finance their spending. However, LGUs faced various challenges
in performing the devolved functions, even National Government provides the LGUs with a formulaic share of the
country’s Internal Revenue Allotment (IRA). Further, some LGUs that were endowed with rich natural resources also
receive a share of the national wealth as well as excise taxes collected in their major sources of LGU income. Despite
these diverse sources of funding, local governments continue to face various issues in delivering basic services.

1. INTRODUCTION

Aside from the regular sources of income of LGUSs, the national government also provides supplementary assistance to
LGUs through several programs which will be included in the national budget. Some of these programs are performance-
based, while others are a combination of both performance and equity-based, as well as there are outright grants from
specific programs of the National Government Agencies (NGAS).

Given the various sources of income that the LGUs get, it is crucial to determine how much LGUs receive from the
national government and are these extra funds are used for, and carried out.

2. RESEARCH QUESTIONS

This study aims to analyze the income and expenditure pattern of the Local Government Unit (LGU) of Panabo City
(2014-2020). Specifically, the study also seeks to answer the following questions:

What are the key revenue sources of LGU Panabo City from 2014 to 2020?

To what extent does the LGU rely on internal versus external funding sources?

How are expenditures allocated among the development sectors?

What trends or changes in income and expenditure patterns can be observed during 2014-2020?

OBJECTIVES OF THE STUDY

Based on the research questions detailed above, the overall objective of this study is to analyze the income and
expenditure patterns of LGU Panabo City to identify the trends, challenges, and opportunities to improve fiscal
management. Specifically, the study aims:

1. Identify the primary revenue sources of the LGU from 2014-2020.

2. Examine the dependency of the LGU on various revenue streams (taxes, grants, and fees).

3. Categorize and analyze the major areas of LGU expenditure.

4. Assess how the LGU prioritizes spending across the development sectors: social, environmental, infrastructure,
economic and institutional.

Wk wn e

Scope and Limitation

This study will utilize a quantitative research methodology to analyze the income and expenditure patterns of LGU
Panabo. The analysis will involve employing a systematic approach, which includes gathering comprehensive data such
as income and expenditure statements from the City Treasury Office (CTO). This data will provide insights into the
sources of income, including taxes, grants, fees, and other revenue streams. The expenditure statements provide
comprehensive information, dividing expenses into administrative costs, public services, infrastructure, and other
important sectors. Understanding the income and expenditure patterns allows LGUs to engage in strategic financial
planning. It facilitates the allocation of resources based on priorities and goals, ensuring that financial decisions align
with the city’s development needs.

This study will utilize secondary data from the City Treasury Office, City Budget Office, and City Planning and
Development Office to analyze the income and expenditure patterns of LGU Panabo over a 7-year period.
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Definition of Terms

Words included in this section are adopted in the LGU Fiscal and Financial Profile Volume 1 of Department of Finance,
2004.

Income Side

Business Tax. The tax on business is an annual tax imposed on the act of doing business within the LGU.
Extraordinary Receipts / Aids. Foreign and domestic aid or grants provided for the LGU in the form of money and/or
materials.

Income. Consists of monies and resources of the local government which are available for payment of expenditures,
obligations or purposes not specifically declared by law as accruing and chargeable to, or payable from, any other fund.
Loans / Borrowings. Proceeds of loans from foreign and domestic sources and bond flotation; and transfer between
funds and LGUs.

Non-Tax Revenues. Financial charges in the form of fees for the rent of Government property, and purchase of
Government permits and forms.

Other Receipts for Non-Tax Revenues. Receipts not falling in any of the other non-tax revenues categories.

Other Tax Revenues. Financial charges in the form of taxation imposed on transaction related to transfer of property /
ownership, practice of profession requiring Government exam, and all inhabitants of the Philippines 18 years old and
above.

Real Property Tax. This account is used to record the ad valorem tax imposed on real properties and their
improvements. Real Property includes land, buildings, machinery and other improvements affixed or attached to the
real property.

Receipts from Economic Enterprises. Impositions for the operation of economic enterprises in connection with the
government’s exercise of its proprietary functions.

Regulatory fees. Fees derived from the exercise of the regulatory powers of local governments (police power) such as
Mayor’s Permit, Slaughter Permit Fees, etc.

Service / User Charge. Reasonable charges for services rendered

Shares from National Tax Collection. Monetary allotment coming from shares in various national level grants, aids
and tax collection.

Tax Revenue. Are compulsory contributions to finance government operations. taxes are computed at the rate
established by law to a defined base such as income, estate, imports, exports, foreign exchange, etc. without any direct
relation to the services rendered to the individual assessed.

Toll Fees. Fees and charges for the use of any public road, pier, or wharf, waterways, bridge or telecommunications
systems.

Expenditure

Debt Service. This sector covers expenditures for the repayment of loans, interest and other service charges for debts
of the LGU.

Economics. This sector refers to activities directed to the promotion and enhancement and the attainment of desired
economic growth.

Education. This sector covers expenditures for the support of schools and education facilities; planning and manpower
development; sports and cultural preservation and enrichments.

General Public Service. This sector covers expenditures for services that are indispensable to the existence of an
organized state. This includes executive and legislative services; overall financial and fiscal services; the civil service;
planning and conduct of foreign affairs; general research; public order and safety and centralized services. This excludes
general administration, regulation, research and other support services of departments that can be identified under a
separate sector.

Health. This sector covers expenditure for the health program including medical dental, and health services, planning
and administration of nutrition programs, population and family planning programs and administration of these
programs.

Housing. This sector covers expenditures for the provision of housing and sanitary services, promotion of community
development, slum clearance, zoning and control pollution.

Labor. This sector covers expenditures for the formulation, implementation and regulation of labor policies; promation,
placement, and regulation of domestic and overseas employment and the maintenance of industrial peace.
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Other Purposes. This sector covers expenditures for all other services not falling under any of the other sectors.

Social Service. This sector covers expenditures for the upliftment of disadvantaged families and children, the
rehabilitation of the physically and socially handicapped; assistance to distressed and displaced individuals and families;
care of the aged and other welfare service and payments for retirement, pension and other social security benefits. Also
included are expenditures for the provision of services and facilities for recreational, religious and other social activities
not elsewhere classified.

4. REVIEW OF RELATED LITERATURE

The financial sustainability and effectiveness of Local Government Units (LGUS) are vital for delivering essential public
services. The Local Government Code (LGC) of 1991, which granted increased fiscal autonomy to LGUs, allows them
to raise revenues through local taxes, business fees, and share from the National Wealth. Despite this, LGUs continue
to face challenges in efficiently managing their income and expenditures.

Several studies have examined the income-expenditure patterns of LGUs, highlighting the complexities of fiscal
decentralization and the reliance on different revenue streams.

Fiscal Decentralization of Local Government Units (LGUSs)

Fiscal decentralization is central to the autonomy granted to the LGUs. According the Faguet (2004), fiscal
decentralization enhances the capacity of local governments to raise revenue and respond to local needs. In the
Philippine context, LGUs are empowered by the LGC to raise taxes such as real property taxes, business taxes, and other
local fees (Manasan, 2011). LGUs are also entitled to a share of the national government’s Internal Revenue Allotment
(IRA) now presently called the National Tax Allotment (NTA), a crucial source of income for most local governments,
especially those in less economically developed areas (Gonzales, 2006).

The study by Falangao and Javier (2015) found that the NTA is a substantial portion of the revenue of many LGUs in
the Philippines, particularly in rural and less resource-endowed areas. However, studies suggest that a heavy reliance on
NTA may reduce local governments’ incentives to improve their local revenue generation capacity. Thus, the analysis
of how Panabo City generates its revenue from various sources, such as taxes, grants, and fees, will provide a more
comprehensive understanding of its financial health.

Expenditure Patterns of Local Government Units (LGUS)

Expenditure patterns in LGUs are often determined by their fiscal responsibilities, including the provision of basic
services in health, education, infrastructure, and social services (Marcos et al, 2013). According to Bordado (2016), a
significant portion of LGU expenditure is typically directed towards infrastructure development, public safety, and
welfare services. However, the challenge for many LGUs lies in ensuring that the available funds are used efficiently to
meet their development goals, especially in rapidly urbanizing cities.

In Panabo City, the allocation of funds across different sectors such as agriculture, education, health, and infrastructure
must be strategically managed to align with the city’s development objectives. A study by Manasan (2005) revealed that
while LGUs prioritize development expenditures, the effectiveness of such investments often depends on their ability
to mobilize local resources and secure national funding assistance through grants and projects.

The Role of National Government Assistance and Grants

National government support, through performance-based grants and specific sectoral programs, plays a critical role in
enhancing LGU’s revenue and development capacity. The study of Briones (2014) emphasized the need for an equitable
distribution of national funds to LGUs, ensuring that both urban and rural local governments can effectively serve their
populations, Moreover, some national programs such as Conditional Cash Transfer (CCT) and other targeted subsidies,
supplement LGU efforts in delivering basic services (Dela Cruz, 2010).The strategic use of national government
assistance is particularly important in Panabo City, as the study intends to explore how supplementary grants have been
utilized to supplement the city’s income. This is essential in understanding whether such grants contribute effectively
to the city’s expenditure patterns and development priorities.

Income — Expenditure Analysis as a Tool for Strategic Financial Planning

Understanding income-expenditure patterns is crucial for strategic financial planning, as it allows LGUs to make
informed decisions on resource allocation and project prioritization. According to Bacani (2017), analyzing historical
trends in revenue generation helps local governments forecast future needs and identify potential revenue shortfalls. A
study by Cruz and Ruiz (2018) on local government finance in the Philippines also underscores the importance of
transparency and accountability in managing public funds, as this can significantly influence both the efficiency of
expenditures and the public trust in the LGU. In Panabo City, an analysis of income and expenditure patterns from 2018-
2023 will help understand the challenges and successes in the financial management of LGU. This analysis will serve
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as a critical tool in developing strategies for future growth and aligning fiscal policies with the city’s broader
development goals.

Theoretical Framework

This study draws upon several theories to examine the income and expenditure patterns of the Local Government Unit
(LGU) of Panabo City. The theories of Fiscal Decentralization, Public Choice, Resource Dependence, and Budgetary
Prioritization and Sectoral Allocation will provide a comprehensive framework for analyzing LGU revenue generation,
expenditure priorities, and the influences shaping these patterns. Fiscal decentralization theory is the foundation of this
study, which suggests that empowering local governments with fiscal responsibilities leads to more effective resource
allocation tailored to local needs. In the Philippine context, the Local Government Code of 1991 embodies this theory,
granting the LGUs the authority to raise revenues through local taxes, fees, and other means, aiming to decrease
dependence on national resources. According to Capuno (2001), the intended outcome of fiscal decentralization in the
Philippines has been mixed, as many LGUs still depend on the Internal Revenue Allotment/National Tax Allotment
(NTA) from the national government, impacting their fiscal independence. The public choice theory offers insight into
the budgetary and expenditure decisions made by public officials, who balance public service demands with personal
and political incentives. Tullock and Buchanan (1986), the pioneers of public choice theory, argued that government
officials prioritize projects that enhance public visibility or political popularity, potentially influencing the allocation of
funds within LGUs. This theory is relevant in examining the Panabo LGU's expenditure patterns, specifically how funds
are distributed across sectors like health, education, and infrastructure. Prioritization may reflect not only public demand
but also the political benefits associated with highly visible projects. Bautista (2020) supports this, finding that LGUs
often allocate funds in ways that maximize public and political approval. Particularly in development sectors with
immediate impacts on its constituents. This study is also based in the theory of Pfeffer and Salancik (1978), the resource
dependence theory. The theory suggest that organizations, including the LGUs, are influenced by their reliance on
external resources, shaping their strategies and actions to secure necessary funds. For LGUs dependence on external
funding, such as grants and performance-based national assistance, impacts decision-making processes and potentially
limits fiscal autonomy. Soliman et al. (2022) highlighted how LGUSs that rely heavily on national government grants
face challenges in maintaining financial independence, which can influence long-term strategic planning. This theory is
applied in this study to understand how Panabo City’s reliance on national grants affects its budgetary decisions and
overall financial stability, examining the hypothesis that greater reliance on external funds may hinder LGU autonomy
and skew priorities toward grant-specified projects. Lastly, this study is also based on the theory of budgetary
prioritization and sectoral allocation. That focuses on how the LGUs allocate resources across different sectors,
including social services, infrastructure, economic services, environmental services, and administration. It is based on
prioritized goals like economic development, equity, and public service efficiency. This theory highlights the need for
an efficient distribution of resources to address diverse community needs and developmental objectives. Manasan (2015)
found that wealthier LGUs with higher income diversity can allocate more to development services, while smaller LGUs
face limitations in meeting these needs. This study uses the budgetary prioritization framework to analyze how Panabo
City allocates resources across sectors, assessing whether expenditure patterns align with the development priorities of
the city. This analysis will help determine if Panabo City’s budgetary allocations are conducive to sustainable growth
and responsive to the city’s long-term goals.

Conceptual Framework
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Figure no. 1 Conceptual Framework showing the LGU Panabo income and expenditure patterns as influenced by
multiple factors
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Revenue Sources of LGU Panabo City 2014-2020

Panabo City is the third Component City of the Province of Davao del Norte, flourishing due to its rich resources and
strategic location. The city is located between the two (2) bustling cities of Davao and Tagum City. The city is envisioned
to be the commercial and trading center of the northeast of the Davao Region. Also, the city is gifted with vibrant
agriculture commerce, and trade which are being supported by infrastructure expansion and new projects from the
National and international partners that will boost the economy of Panabo.

In achieving such a boost, one should look into the trends that cause the movement of the economy of the city. Incomes
of the city can be classified into two types, namely: the revenues and the receipts. Revenues are normally those that are
related to taxation while receipts are non-tax related. The income can also be categorized as regular income to include
the Internal Revenue Allotment (IRA) or recently called the National Tax Allotment (NTA); taxes; fees; and charges
which are regularly collected and accrued to the general fund of the LGUs while the sale of assets and one-time revenues
are considered as non-regular income.

According to the source, incomes are either internally or externally obtained. As seen in Table No. 1, the locally and
internally sourced income includes tax revenues from real property, business, and other local taxes, non-tax receipts
from fees and charges, government business operations, and other miscellaneous income. Externally sources, on the
other hand, include income from IRA, shares under special laws, grants and aids, and other transfers to the LGUs.

Table No. 1
Income Structure of Local Government Unit (LGU)
INTERNALLY SOURCED EXTERNALLY SOURCED
Local Source Share from National Tax Collection
Tax Revenues Internal Revenue Allotment
Real Property Tax Local Gov’t Stabilization & Equalization Fund
Tax on Business Local Affirmative Action Project
Other Taxes Priority Development Assistance Fund
Share in National Wealth
Non-Tax Revenues Share in Tabacco Excise Tax
-Regulatory Fees Share in Expanded Value-Added Tax
-Service/User Charges Share from Economic Zone
-Receipts from Economic Enterprise Others
- Toll Fees Extraordinary Receipts/Grants/Aids
-Other Receipts Grants (Foreign or Domestic)
National Aids
Share from Lotto
Rebates from MMDA Contribution
Other Extraordinary Receipts
Loans and Borrowings
Foreign
Domestic
Bond Floatation
Inter-Local Transfer

Source: BLGF, 2007

Expenditure Patterns

Analyzing the expenditure pattern of the Local Government Unit (LGU) of Panabo City is crucial for understanding
how public funds are allocated and utilized to support the city’s development goals. It provides insights into the LGU's
priorities across the key sectors like health, education infrastructure, and agriculture revealing whether resources are
directed toward addressing the community’s most pressing needs. This analysis promotes transparency and
accountability in governance, ensuring funds are spent efficiently and equitably to reduce income inequality and uplift
marginalized groups. Additionally, it helps evaluate the alignment of local expenditures with national policies and the
city’s vision as an Agri-industrial gateway. By examining expenditure patterns, policymakers and stakeholders can make
evidence-based decisions, improve resource allocation, and plan for sustainable and inclusive growth.
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In this study, the expenditure pattern will be analyzed using the budget allocation outlined in the Annual Investment
Plan (2014-2020) of Panabo City as a proxy. This approach provides a framework for understanding how the LGU
prioritized and planned resource distribution over the years, offering insights into the alignment between budgetary
intentions and actual spending trends.
5. METHODOLOGY
Methods Used
This study employs a quantitative research method to analyze the income and expenditure patterns of the Local
Government Unit (LGU) of Panabo City from 2014 to 2020. A descriptive research design is utilized to systematically
examine the financial data, identify trends, and assess the allocation of resources across major sectors. The study focuses
on identifying income sources, including tax and non-tax revenues, and analyzing expenditure categories such as
administrative costs, public services, infrastructure, and other development programs. The approach ensures a clear
understanding of the LGU's financial priorities and trends over the seven-year period.
Sources of Data
The study relies on the secondary data obtained from the City Treasurer Office (CTO), City Budget Office (CBO), City
Planning and Development Office (CPDO), Commission on Audit (COA), and other financial management policies
from the Sanggunian Panlungsod (SP). These data sources ensure reliability and validity as they are official records
produced and maintained by government agencies. The study covers a seven-year period (2014-2020) to allow for an
in-depth analysis of income and expenditure trends.
Data Gathering Instrument
In gathering the necessary data, the study uses the following tools: (1) income statements; (2) expenditure reports, and
(3) other financial records from the CTO, CBO, and CPDO were collected and analyzed. These documents/reports
provide a comprehensive view of the LGU's financial performance, including annual revenue sources and expenditure
allocations. Additional information was also developed to systematically record and organize relevant financial data
such as total income (tax and non-tax revenue); expenditure breakdown; and revenue and expenditure trends per year.
Further, audited annual reports also serve as supplementary instruments to validate the accuracy of the financial data
from the LGU Offices.
Statistical Treatment
The study employs descriptive statistical techniques to analyze the income and expenditure patterns of LGU Panabo
City. Techniques include summation and percentages, annual growth rate, trend analysis, and comparative analysis.
Presentation, Analysis, and Interpretation of Data
This chapter presents the findings of the study on the income and expenditure patterns of the Local Government Units
(LGU) of Panabo City from 2014 to 2020. Data are presented through tables, graphs, and textual analysis to identify the
trends, relationships, and variations in the financial performance of the LGU. The results are interpreted in alignment
with the research objectives.
Income Performance of LGU Panabo City (2014-2020)
Local Source (Tax Revenue and Non-Tax Revenue)
The income performance (Table no.2) of the LGU Panabo City from 2014 to 2020 demonstrates consistent growth,
driven primarily by tax revenue. The total local income increased from Php 223.6 million in 2014 to 347.6 million in
2020, reflecting a significant 55.5% growth over the seven-year period. This steady upward trend highlights the LGU’s
positive fiscal management and its ability to generate revenue to support its operations and development priorities.
Tax revenue consistently served as the primary contributor to the LGU's income. Starting at Php119.8 million in 2014,
it reached Php226.4 million in 2020, marking an impressive 89% growth. This steady increase indicates improved tax
collection efficiency and possibly stronger economic activity within the city. Tax revenue’s share of the total local
income grew over the years, rising from 53.6% in 2014 to 65% in 2020, reflecting the LGUs growing reliance on tax-
based revenues. However, it is worth noting that a slight decline occurred in 2020 compared to 2019 (Php226.4 million
vs. Php224.8 million) which may be attributed to the economic disruption of COVID-19 during the year.

Table no. 2 Income Performance of Panabo City

(Tax Revenue vis a vis Non-Tax Revenue) CY 2014-2020

YEAR Total Local Source Tax Revenue Non-Tax Receipts
2014 223,607,130.60 119,847,119.89 103,760,010.71
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2015 239,859,068.85 136,756,313.74 103,102,755.11
2016 257,910,705.53 146,250,091.40 111,660,614.13
2017 274,645,026.13 156,289,219.77 118,355,806.36
2018 330,792,012.93 192,558,258.77 138,233,754.16
2019 373,418,350.30 224,813,049.69 148,605,300.61
2020 347,573,899.63 226,487,879.91 121,086,019.72

Source: City Treasury Office, 2020
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Figure 2. Income Performance of Panabo City 2014-2020

On the other hand, non-tax receipts exhibit a slower growth trajectory. Beginning at php103.7 million in 2014, non-tax
revenues peaked at Php148.6 million in 2019 before declining to Php121.0 million in 2020. This overall increase of
16.6% is modest compared to the rapid growth in tax revenue. The decline in non-tac receipts in 2020 may indicate
challenges in revenue collection from fees, charges, and other non-tax sources, possibly influenced by external factors
such as economic slowdowns or reduced local activities.

Overall, Panabo City’s income performance shows a positive trend, underpinned by the significant growth of tax
revenue, which has increasingly become the backbone of local income generation. However, the decline in non-tax
receipts in 2020 highlights the need to diversify income sources to ensure sustainable revenue generation. Strengthening
both tax and non-tax revenue streams will be crucial for the LGU to maintain fiscal stability and support its long-term
development goals.

External Source (Share from National Tax Collection)

The table below provides an overview of the total external revenue sources for the Panabo City LGU from 2014 to 2020,
categorized into the Internal Revenue Allotment (IRA)/ National Tax Allotment (NTA) and other shares. The data
highlights a steady growth in external revenues over the seven-year period.

Table no. 3 External Source of Panabo City CY 2014-2020

YEAR Total External Source IRA/NTA Other Shares
2014 444,155,071.63 443,634,612.09 520,459.63
2015 507,418,257.99 507,038,096.00 380,161.99
2016 555,082,397.85 554,912,304.00 170,093.85
2017 621,403,086.73 620,981.496.00 421,590.73
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2018 668,033,668.04 620,981,496.00 421,590.73
2019 739,982,666.40 739,212,762.00 769,904.40
2020 830,479,376.25 829,672,451.04 806,925.21

Source: City Treasury Office, 2020
The total external revenue grew from Php 444.16 million in 2014 to Php 830.48 million in 2020, reflecting an overall
increase of 87% over the seven years. On average, the annual growth rate is at approximately 9.5%, indicating consistent
increases in external revenue allocations.
Comparative Analysis between Local and External Revenue Sources
Panabo City’s external revenue is heavily dependent on IRA/NTA as shown in Table no 4. This dependence underscores
the importance of the national government’s allocations to LGUs. Several implications could arise given that the LGU
Panabo is heavily dependent on the external source from the national government — there is limited fiscal autonomy.
This can hinder the development of local economies and communities, as the LGU may not have the financial flexibility
to implement long-term, self-sustaining programs.
Since IRA/NTA is based on national tax collections, any fluctuations in the country’s revenue or changes in the tax
policies can directly impact the financial stability of the LGU. A decrease in national revenue or policy shifts could
reduce the amount allotted to local governments.

Table no. 4 Comparative Analysis between Local and External Sources

YEAR | Total Local Source Total External % Local % External TOTAL
Source Source Source

2014 223,607,130.60 444,155,071.63 33% 67% 100%
2015 239,859,068.85 507,418,257.99 32% 68% 100%
2016 257,910,705.53 555,082,397.85 32% 68% 100%
2017 274,645,026.13 621,403,086.73 31% 69% 100%
2018 330,792,012.93 668,033,668.04 33% 67% 100%
2019 373,418,350.30 739,982,666.40 34% 66% 100%
2020 347,573,899.63 830,479,376.25 30% 70% 100%
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Figure 3. Graph showing the distribution of local and external income Sources of Panabo City (2014-2020)

Given that Panabo City relies mainly on IRA/NTA, it may struggle to fund its development initiatives, infrastructure
projects, or public services without additional local income sources in taxes or business revenues. This could lead to
underinvestment in critical areas like education, healthcare, or infrastructure. When an LGU receives substantial
IRA/NTA shares, there may be less motivation to develop other revenue sources, such as local taxes or attracting private
investments. This could stifle local economic growth and limit the opportunities for diversification and resilience in the
long term.
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Annual Expenditure Trends of Panabo City (2014-2020)

The figure below illustrates a general upward trend in the LGU's expenditures, nearly doubling over the six-year period.
This growth likely reflects increasing investments or allocations driven by expanding programs, evolving development
priorities, or the impact of inflation. The most significant growth is observed between 2016 and 2018, indicating a period
of intensified spending. The smallest changes are noted between 2018 and 2020, suggesting a stabilization or a plateau
in expenditure levels.
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Figure 4. Annual Expenditure Trends of Panabo City (2014-2020) based on the Annual Investment Program (AIP)
Budget Allocation.

The graph depicts the annual expenditure of LGU Panabo City from 2014 to 2020. In the year 2014-2015, there was a
slight decrease in expenditures, from approximately Php126 million in 2014 to Php 121 million in 2015, indicating a
reduction of around Php 5 million.

At year 2015 to 2016, Expenditures increase to about Php 142 million, representing a significant growth of
approximately Php 21 million. In 2016-2017, there was a sharper rise occurred, with expenditures reaching Php 175
million, marking an increase of roughly Php 33 million. By 2017-2018, a notable jump in spending brings the total to
Php 237 million, a substantial increase of about Php 62 million. In 2018-2019, the upward trend continued slightly, with
expenditures rising to Php 244 million, reflecting a smaller increase of Php 7 million. By 2019-2020, there was a
significant decline in expenditures, with the amount dropping to Php 243 million, a marginal reduction of Php 1 million.

Development Sectors: social, environmental, infrastructure, economic and institutional

Under the 20% Development Fund

The 20% Development Fund (DF) is a mandatory allocation by the Local Government Units (LGUs), requiring that
20% of their annual IRA/NTA be earmarked exclusively for development projects. This mandate is rooted in the
Republic Act No. 7160, also known as the Local Government Code of 1991, which empowers LGUs to exercise
autonomy in managing resources for local development. Section 287 of the said law specifically states that LGUs should
appropriate a portion of their IRA/NTA for development purposes.

The primary goal of the 20% development fund is to foster socio-economic growth and improve the quality of life in
local communities. It can be used to finance a wide range of projects, including economic development initiatives such
as livelihood programs, social services like health and education facilities, infrastructure projects such as roads, public
markets, and drainage systems, and environmental management efforts like solid waste management and disaster risk
reduction (DILG-DBMS JMC No. 2011-1).

The graph below illustrates the annual expenditures of Panabo City from 2014 to 2020 under the 20% Development
Fund, categorized into five sectors: Social Development, Economic Development, Environmental Management,
Infrastructure Development, and General Services.

In general, the graph shows a prioritization of Economic development, with significant spikes in Infrastructure
Development in 2018, suggesting targeted projects during that year. Other sectors like Environment Management and
General Services receive relatively smaller shares of the budget.
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Figure 5. Annual allocation of 20% Development Fund (DF). Figure 6A & 6b. 20% DF Budget allocation for years
2018 compared to 2019.

Figures 6A and 6B compare the budget allocations of Panabo City for 2018 and 2019 across various sectors. In 2018,
Infrastructure development dominated the budget, accounting for 73% of the total allocation. This reflects a significant
focus on infrastructure-related projects, which could have included road construction, public buildings, and other major
capital investments. The remaining budget was divided among social development (14%), environment management
(9%), and economic development (4%), emphasizing a more balanced but infrastructure-heavy approach to
development.

In contrast, the 2019 budget reveals a shift in priorities, with economic development taking the largest share at 87%.
This substantial increase in economic investment indicates a strong focus on initiatives aimed at promoting local
economic growth, possibly through business support, job creation, and industry development. Allocations for social
development decreased to 9%, while environment management accounted for 3%, the general services were introduced
with a minimal allocation of 1%. Notably, infrastructure development, which dominated the 2018 budget, was absent in
2019.

Under the Locally Funded (LF) Projects

Locally funded projects of Local Government Units (LGUs) refer to initiatives and programs that are financed primarily
through the internal revenue and budget allocations of local governments. These projects are usually designed to address
the specific needs and priorities of the local community, in contrast to nationally funded projects, which are typically
supported by national government funds. Locally funded projects include the construction and maintenance of roads,
bridges, and public markets, as well as the development of local health centers, schools, and public parks. These projects
are often determined based on local needs assessments, which take into account factors such as population growth,
economic activities, and social development priorities.
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Figure 7. Budget allocation of LGU Panabo (2014-2020) under the Local Funds (LF)

The above figure illustrates the budget allocation of LGU Panabo under the Local Fund (LF) across the five (5) key
development sectors. As shown, social services consistently received the highest allocation, emphasizing the LGU's
commitment to human development. General Public services showed fluctuations, with a notable increase by 2018,
possibly reflecting efforts to improve administrative efficiency. Economic services receive the least allocation,
indicating a potential need for increased attention, however, it is also observed under the 20% DF — that economic
development was being prioritized. The infrastructure development received moderate allocations, suggesting a focus
on maintaining existing infrastructure. These trends imply a prioritization of social well-being, economic development,
and administrative efficiency, while environmental concerns and infrastructure development might require further
attention.

6. SUMMARY, CONCLUSION, AND RECOMMENDATION

Presented in this chapter are the summary and conclusion derived from the analysis and interpretation based on the
comparative analysis from the previous chapter.

Summary

The study analyzed the income and expenditure patterns of the Local Government Unit of Panabo City from 2014 to
2020, focusing on revenue source and expenditure allocations. Results indicate a steady growth in total income, with a
significant reliance on external funding, particularly from the Internal Revenue Allotment (IRA) or the National Tax
Allotment (NTA), Local income, primarily driven by tax revenues, increased by 55.5%, while non-tac revenues
exhibited modest growth. Expenditures also trended upward, highlighting investments in development sectors such as
infrastructure and economic growth. The 20% Development Fund revealed shifting priorities, from infrastructure
projects in 2018 to economic initiatives in 2019. Locally funded projects prioritized social services and general
administration but showed limited emphasis on economic and environmental sectors.

7. CONCLUSION

Panabo City’s fiscal management demonstrates a commendable ability to generate income and allocate resources
effectively to meet its developmental objectives. From 2014 to 2020, the city’s local income experienced a steady
upward trend, increasing by 55.5%, with tax revenues showing remarkable growth of 89% over the period. This growth
highlights the city's improved efficiency in tax collection and its responsiveness to economic activities. Despite these
achievements, non-tax revenue showed only modest growth, suggesting untapped potential in diversifying income
sources. However, a critical aspect of Panabo City’s fiscal profile is its significant dependence on external funding,
particularly the Internal Revenue Allotment (IRA) or National Tax Allotment (NTA). External sources consistently
accounted for approximately 67-70% of the city’s total income during the study period. This reliance limits the LGU’s
fiscal autonomy and exposes it to vulnerabilities such as changes in national tax collection policies or revenue
fluctuations at the national level. Such dependence may hinder the city’s ability to implement self-sustaining, long-term
initiatives. In terms of expenditure, Panabo City prioritized infrastructure and economic development, with
infrastructure projects dominating the 20% Development Fund in 2018 and economic initiatives receiving the largest
share in 2019. These investments reflect a strategic focus on fostering local economic growth and enhancing public
infrastructure. However, other critical areas, such as environmental management and projects supporting long-term
sustainability, received relatively minimal allocations. For instance, environmental initiatives accounted for less than
10% of the development fund in most years, indicating a gap in addressing ecological concerns and disaster resilience.
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These findings highlight the importance of diversifying revenue streams to reduce dependency on external funding and
rebalance budgetary allocations. Emphasizing sectors like environmental sustainability and social equity alongside
continued economic and infrastructure development will help ensure the city’s fiscal resilience and promote inclusive
growth.

8. RECOMMENDATIONS

To address the challenges identified in Panabo City’s fiscal management, several key recommendations are proposed.
First, enhancing revenue diversification is critical. The LGU should strengthen efforts to improve local tax collection
efficiency by adopting modernized systems and expanding the tax base. Further exploring non-tax revenue
opportunities, such as forming public-private partnerships or developing enterprise-based income streams, can provide
sustainable alternatives to traditional funding sources.

Reducing dependence on external funds is equally important. Strategies should be developed to gradually lessen reliance
on the Internal Revenue Allotment (IRA)/National Tax Allotment (NTA). This can be achieved by fostering local
economic growth through policies that encourage private investments, business development, and innovative financing
mechanisms, which will, in turn, increase the city’s local income. Expenditure priorities must also be rebalanced to
address gaps in areas like environmental sustainability and long-term development. Allocating more resources to
environmental management and disaster risk reduction will promote resilience, while equitable investment across
sectors will ensure that the city’s growth benefits all constituents. Transparent financial planning is essential for effective
governance. The LGU should adopt data-driven and participatory budgeting processes to align resource allocation with
community needs and the city’s broader development goals. By involving stakeholders in financial decision-making,
the LGU can build public trust and ensure that funds are directed toward impactful projects. Finally, strengthening
monitoring and evaluation mechanisms is necessary to track the effectiveness of expenditures and measure their impact
on development outcomes. Regular assessments will help identify inefficiencies, ensure accountability, and guide the
LGU in optimizing its financial strategies for sustainable growth. By implementing these recommendations, Panabo
City can improve its fiscal autonomy, resilience, and capacity to meet its developmental aspirations.

Annex 1

Particulars 2014 2015 2016 2017 2018 2019 2020
TOTAL
LOCAL SOURCES
TAX REVENUES 19,847,119.89 136,756,313.74 146,250,091.4 156,289,219 192, ,258.77 224,813,049.69 226,487,879.91
REAL PROPERTY TAX 2,205,482.14 33,415,810.92 29,668,741, 33,1119 39, ,890.28 43,098,661.20 40,230,414,
Real Property Tax 2,205,482.14 33,415,810.92 29,668,741 33,111,193 39, .890.28 43,098,661.20 40,230,414,
TAX ON BUSINESS 1,028,329.09 95,330,996.44 107,428,067 111,482,94 142,151,1 69 167,723,2' 74 175,923,466.86
Tax 800,068.00 832,677.00 1,073,883.7 1,142,369 1,178,435.00 1,513,490.00 350,725.00
Business Tax 69,901, 08 83,203,401.53 94,493,666.1 95,895,771.. 124, i .52 148,500, 9 165,190,792
Franchise Tax 6,542,791.52 7,447,566.28 7,727.17. 8.766,012.28 10,267,983.94 11,807,647.83 3,650,086.40
Tax on Delivery Trucks and Vans 1,927,383. 2,111,706.; 2,024,013. ,078,566.65 2,651, .50 2,771,526.25 2,666,494.25
Tax on Sand, Gravel & Other Quarry Resources 295,525 763,866. 31,72! ,668,809.25 1,315, 00 769,331.25 2,160,977.74
Fines and Penalties-Business Taxes 1.561,300. 971,778. 1,477,66! 1,931,420.90 1,974, 73 2,361,162.72 1,904,391.30
OTHER TAXES 13,308. 8,009,506. 9.153,283. 11,695,077 10,449,189.80 13,991,097.7! 10,333,998.22
C Tax-Corporation 37,518. 983,820.18 1,265,292.9: 898,491. 844,175.71 1,080,201 1,795,355.00
ity T: ual 3,119,630. 3,303,766.09 3,786,354.6. 5,658,830. 4,378,466.28 5,453,050. 5.769.569.00 |
Professional Tax 184,550.. 195,150.01 225,725.01 44,925, 228,850.00 256,820.1 276,75
Real Property Transfer Tax 2.579.182.0 3.416.229.8 3.661.930.7 4,565,782 4,448,731.03 6,194,025 2,095,098
Fines and Penalties-Other Taxes 192,426.3 110,540.2: 213,979.7. 27,048 548,966.78 1,007,001.: 97.224.90 |
NON-TAX REVENUES 103,760,010.7 103,102,755.1 111,660,614.1 118,355,806 138,233,754.16 148,605,300.6' 121,086,071
REGULATORY FEES (Permits and Licen ) 23,273,497.7! 24,200,487.92 25,421,801.4° 26,593,885. 30,240,853.59 37,225,937.2 32,594,745
Permits and Licenses 18,036,962.1 17,965,354.17 19,038,0. 19,904,328. 29,360,933.02 25,681,887.89 |
Fees on weights and Measures 364,840.00 380,230.00 279,435.00 283,680. 360,18 3316 00 257,020.0C
Fishery Rental Fees and Privilage Fees 320,445 453,145.00 338,747.00 354,400. 449,755. 396,945 336,545.
Franchising_and Licensing Fees 214,040 87,005.00 4,510.00 154,91 120,28 184,94 83,065.00 |
Business Permit Fees 9.748,982. 9.377,857.03 9.603,024.00 9.952,851. 10,521,746 10,789,388 11,099,765
Building Permit Fees 2,359,863 2,279,189.14 2,439,148.83 2,978,320. 3.686,488.70 7,171,814. 4,443,867.8
Zonal/Location Permit Fees 1,455,163 1,781,895 2,134,153.25 2,041,381 2,535,790.01 5,335,336 3,368,145.6
Tricycle Operators Permit Fees 1,589,222, 1,448,855. 1,493,475.00 2,110,946 1,798,572. 1, 00 1,949,530.7:
O Fees 1,890,300. 2,097,95! 2,230,193.00 1,700,0! 2,474,57 2,654,98! 2,389,640.0
Other Permits & Licenses 94,105.00 59.227. 465,380.40 327,775. 285,253 1,062,823.00 1,754,308.4
Registration Fees 2,501,998.00 3,450,364 3,467,265.50 3,588,160. 3,476,046 3,161,0! 00 2,556,97.
Cattle/ Animal Registration Fees 89,033.00 420,541 510,703.00 376,4: 278,26 404,482.00 455,021
Civil Registration Fees 2,412,965.00 3,029,823 2,956,562.50 3,211,721 3,197,777. 2,756,571.00 2,101,953
Inspection Fees 2,480,521.73 2,602,441 2,655,704.23 2,764,023.1 3,018,18 3,168,091.41 3,034,841
Fines and Penalties-Permits and Licenses 254,015.85 182,320. 260,765.28 337,373.35 1,513,977. 1,535,859.84 1,321,041,
SERVICES/ USER CHARGES (Service Income) 13,898,575.38 14,058,920. 12,597.125.10 14,711,797.62 15,531,746. 21,099.351.77 19.035,752.5¢
Clearance and C Fees 4,976,860.22 5,903,661 7.,167,750.53 6,267,874.52 5,978,36! 7 6,718,366.48 4,885,211,
Police Clearance 1,484,985.00 1,627,800, 1,736,575.00 1,729,853 1,697,600.00 1,552,475.00 555,050.00 |
Secretary's Fees 2,117.50 ,365. 1,940.00 ,627. 2,56 0 3,105.00 1,647.0
Health Certificate 478,613.00 153,769.80 655,900.50 569.952 465,080.00 369.493.00 617,314.0
Other Clearance Certifation 3,011,144.7: 4,118,726.35 4,773,335.03 3,959.442. 3,813,120.27 4,793,293.48 3,711, . 41
Other Fees 6,226,658.8: 5,889,297.48 3,354,436.42 5,369,56 6,134,283.07 5,886,464.19 7,086,
Garbage Fees 325,812.3 284,042.60 310,730.00 314,460.0 383,130.00 420,210.00 41! 4
Other Service Income 5,900,846.5 5,605,254.88 3,043,706.42 5,055,100.4 5,751,153.07 5,466,254.19 6,670,
Fines and Penalties-Service Income 67298110 376,004.50 809.502.50 1.915.894.5 2,221,500.00 5.915,915.45 4,413,745 1
Hospital Fees 1,221,817.70 919.942.07 870,678.15 592,722.10 469,198.70 1,803 460,275
Medical, Dental and Laboratory Fees 800,257.50 970,015.00 394,757.50 565,746.00 728,404.00 1,956,802.00 2,190,22.
TNCOME FROM ECONOMIC ENTERPRISES (Business
Income) 54,211,819.14 58,472,373.14 63,030,238.50 72,363,10: 4 90,048,813.2° 88,458,566.93 68,064,595.7
Income from Enterprises 54,211,819.14 58,472,373.14 63,030,238.50 72,363,10: 4 90,048,813.2 88,458,566. 68,064,595.71_§
Cemetery Operations 565,035.00 .261,485.50 4,565,802.00 | 10,368,743.90 16,864,996.3 18,541,395.24 78.882.00 |
Market Operations 33,931,101.75 34,867,799. 37,263,510.62 40,723,373.30 50,769,572.4: 44,520,859. 18,898,731.1
Slaugtherhouse Operations 2,547,310 2,496,457. 2,824,17113 ,742,50 0 3,582,691.0 5,965,071.5° 32,514,901.7
Transportation System Operations 16,081,81. 16,475,563. 17,152,062.61 8,018,431.65 18,295,486.4 19.431,240.: 6,707,717.4:
Other rprises 33 90. 582.25 8,803,202.!
Fines and Penalties-Economic Enterprises 1,086.524.5 13709762 .224,109.89 510,059 536,06713 1,061,160.82 |
OTHER INCOME/RECEIPTS (Other General Income) 12,376,118.44 6,370,973.85 10,611,449.04 4,687,014 2,412,341.26 1,821,444.64 1.390,925.86 |
Interest Income 1 79" 1,754,115.79 ,810,076.73 1,911,4! 2,412,341.26 1,821,444.64 1,370,925.86 |
Other General Income (Mi i 10, 321.02 4,616,858.06 ,801,372.31 2,775,5: 20,000.
Miscellaneous - Others 10, 321.0 4,616,858.06 8,801,372.31 2,775,527. 20,000
[ TOTAL INCOME-LOCAL SOURCES 223, ,130.60 239,859,068.85 257,910,705.53 274,645,026. 330,792,012.93 373,418,350.30 347,573,899.
EXTERNAL SOURCES
SHARE FROM NATIONAL TAX COLLECTION 444,155,071.63 507,418,257.99 555,082,397.85 621,403,086.73 668,033,668.04 739,982,666.40 830,479,376.25
INTERNAL REVENUE ALLOTMENT 443,634,612.00 507,038,096.00 554,912,304.00 620,981,496.00 667,045,020.96 739.212,762.00 829,672,451.04
OTHER SHARES FROM NATIONAL TAX COLLECTIONS 520,459.63 380,161.99 170,093.85 421,590.73 988,647.08 769,904.40 806,925.21
Share from Zone (RA 7227) 237,778.74 131,834.60 588,344.53
Share From National Wealth 340,200.00
Share from PAGCOR/PCSO/Lotto 180,259.63 380,161.99 170,093.85 421,590.73 750,868.34 638,069.80 218,580.68
TOTAL INCOME / RECEIPTS FROM EXTERNAL
SOURCES 444,155,071.63 507,418,257.99 555,082,397.85 621,403,086.73 668,033,668.04 739,982,666.40 1,149,515,612.65
TOTAL GENRAL FUND 667,762,202.23 747,277,326.84 812,993,103.38 896,048,112.86 998,825,680.97 1,113,401,016.70 1,497,089,512.28
SPECIAL EDUCATION FUND
SPECIAL EDUCATION TAX
Special i Fund 46,007,831.52 47,736,872.7 42,383,917.86 47,301,704.38 57,082,700.49 61,569,592.4 58,549,200.19 |
Other Receipts 209,414.44 246,691.3 405,628.87 433,704.87 220,444.69 325,668, 943,913.86
Interest Income 110,489.55 141,844 .41 163,151.4 127,958.12 63,452.71 63,699 62,440.02
Other Business Income (Miscellaneous) 98,924.89 104,846.9 242,477.3 305,746.75 156,991.98 261,968. 881,473.84
I TOTAL SPECIAL EDUCATION FUND 46,217,245.96 47,983,564.1 42,789,546.7: 47,735,409.25 57,303,145.18 61,895,260.90 | 59,662,414.75
GRAND TOTAL (GF+SEF) 713,979.448.19 795,260,890.95 855,782,650.1 943,783,522.11 1,056,128,826.15 1,175,296.277.60 1,556,751,927.03
A _
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