OFFICIAL GAZETTE - NOVEMBER 28, 2011

GUIDELINESON THE REVIEW OF MAJOR FINAL OUTPUTS (MFOs)
AND PERFORMANCE INDICATORS (PIS) AND RESTRUCTURING OF
PROGRAMS, ACTIVITIESAND PROJECTS (PAPs)

DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBER 28, 2011, November 28, 2011

Read online (full-text search, related cases, audio case brief): https://batas.org/library/14c4f46cb890/

TO : HEADS OF DEPARTMENTS/ AGENCIES/STATE UNIVERSITIES AND COLLEGES AND OTHER
OFFICES OF THE NATIONAL GOVERNMENT AND ALL OTHERS CONCERNED

SUBJECT : GUIDELINES ON THE REVIEW OF MAJOR FINAL OUTPUTS (MFOs) AND PERFORMANCE
INDICATORS (PIS) AND RESTRUCTURING OF PROGRAMS, ACTIVITIES AND PROJECTS (PAPSs)

1.0
Rationale

11

It is the objective of the Government to use a results-based budgeting system or the Organizational Performance
Indicators Framework (OPIF) as basis for allocating the budget and monitoring, reporting and evaluating
department/agency performance.

12

As the basic element of OPIF, Mgor Fina Outputs (MFOs) represent the core mandated functions of the
department/agency. MFOs are the goods or services that a department/ agency is mandated to deliver to externa
clients; and PAPs are the activities undertaken to produce, or drive the attainment of MFOs.

13

The main rationale of the Programs, Activities and Projects (PAPs) restructuring is to establish the link of the
PAPs to the MFOs for better cost estimation and expenditure prioritization. Activities that do not fall within the
local mandate of a department/agency, or are not linked to an MFO should be considered for restructuring.
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14

For this purpose, existing department/ agency MFOs shall be reviewed, and changed, if necessary. The
corresponding Performance Indicators (Pis) need to be established to specify the standard for MFO delivery.
Further, the PAPs shall also reviewed to strengthen their link with the MFOs and how effectively these drive the
MFQs, or trigger a change in budget strategy and conduct of activities.

15

It is important that a common methodology be applied to MFOS/PIs review and PAPs restructuring in order to
develop standards for OPIF throughout government.

2.0

Purpose of the Guidelines

2.1

To provide the policy guidelines and instructions in reviewing MFOs and specifying Pis, and restructuring PAPs
of departments/agencies;

2.2

To define the roles and responsibilities of DBM and departments/agencies in MFOS/Pls review and PAPs
restructuring; and

2.3

To set the procedures and timetable for MFOS/PIs review and PAPs restructuring submission and approval .

3.0

Coverage

31
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The MFOs/PIs review and PAPs restructuring will cover all Departments/Agencies and State Universities and
Colleges (SUCs).

4.0

Concepts and Terminologies

4.1

MFOs and Pis Specification

411

An MFO is a good or service that a department/agency is mandated to deliver to external clients through the
implementation of programs, activities and projects. It may be a single output or a group of outputs that are
similar in nature, targeted at the same organizational/sector outcome and capable of being summarized by a
common performance indicator.

412

It may be defined relative to the outcomes that they contribute to, the client or community group that they serve,
and the business lines of the department/agency.

413

Each MFO requires an integrated set of Pls that specifies the expected performance of a department/ agency in
terms of quantity, quality, timeliness and cost of MFO delivery.

4.2

PAPs Structure

421
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PAPs refer to activities undertaken by a department/ agency to achieve the purpose for which it is established or
created to deliver its MFOs.

422

The PAPs structure represents the current budgeting framework used to appropriate funds in the Genera
Appropriations Act (GAA). The grouping of PAPs identified with an MFO will work towards the accounting of
the budget resources made available to each department/ agency for the generation of its MFOs. As a rule, one
PAP shall be attributed to only one MFO.

4.2.3

PAPs are the traditional building blocks of the budget, and the linking of PAPs to MFOs is an important
prerequisite for appropriations to MFOs. It can aso assist the departments agencies in its functional
rationalization process.

4.3
PAPs Classification

431

The three components of PAPs are:

4311

Program, which is an integrated group of activities that contributes to a continuing objective of a
department/agency.

4312

Activity, which isawork process that contributes to a program, sub-program or project.
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4313

Project, which is a special department/agency undertaking carried out within a definite time frame and intended to
result in some pre-determined measure of goods and services.

432

PAPs are classified by cost structure into: General Administration and Support (GAS); Support to Operations
(STO); Operations, and Projects.

4.3.3

PAPs are further classified according to expense class: Personal Services (PS); Maintenance and Other Operating
Expenses (MOOE), and Capital Outlays (CO).

4.4

General Administration and Support (GAS)

441

GAS is defined as activities dealing with the provision of overall administrative management support to the entire
agency operation. It includes activities such as general management and supervision, legidative liaison services,
human resource development and financial and administrative services. Funds provided for GAS are management
overhead expenses and are therefore indirect costs incurred in delivering the MFOs of a department/agency.

442

GASis common to ail departments/agencies and therefore it is possible to compare the ratio of GAS expenditure
to MFO delivery across departments/ agencies to establish the benchmarks for cost efficiency.

45

Support to Operations (STO)
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451

STO is defined as activities that provide technical and substantive support to the operations and projects of the
department/agency. The types of services included under STO are likewise common across agencies. Examples of
such include planning and policy formulation, program monitoring and evaluation, public information programs,
research and development, statistical services, and Information systems devel opment.

452

Funds provided under the STO classification are also overhead expenses and, therefore indirect costs of delivering
the department/agency's MFOs.

4.6

Operations

46.1

Operations are activities directed towards fulfilling the department/ agency's mandate. These may include
regulatory services, provision of goods, delivery of services such as health care or education, national economic
planning, and central statistics administration and management. Activities under Operations drive the MFOs.

4.6.2

Activities which are classified as GAS or STO may represent the core functions of a department/agency. For
example, NEDA's economic planning function, DBM's budgeting function, CSC's personnel management
function, DAR's legal and adjudication services, and NSO's statistical activitie's should be classified as
Operations.

4.6.3

Funds provided for Operations are direct costs of delivering department/agency MFOs.

4.7
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Project

4.7.1

A Project is considered an investment in the capacity of an agency to deliver an MFO. It is not usually an MFO by
itself but contributes to the delivery of an MFO.

4.7.2

Most projects are capital investments but short term activities with specific and identifiable output such as the
development of a new IT system, which may involve MOOE (software) or CO (infrastructure, equipment).
Because they have very specific outputs, projects are usually direct costs and are related to one or more MFOs.

4.7.3

Projects may be locally-funded or foreign-assisted. Unlike GAS, STO and Operations, a project is not a recurring
activity and thus funds are allocated to it only until its completion.

474

Funding requirements for the operating and maintenance expenses of a completed project shall be included in the
regular provision for an MFO.

5.0
Policy and Procedural Guidelines

51

MFQOs and Pis shall be reviewed to recognize the different groups of major outputs that the department/ agency
produces consistent with their mandate.

52
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Each MFO shall have at most two sets of Pis that measure quantity, quality, timeliness and cost, which provide
the basis for assessing department/agency performance in meeting its targets.

53

PAPs shall be restructured to align them with appropriate MFOs and improve cost estimation and expenditure
prioritization. Restructuring actions may involve merging, splitting or dropping of activities. See examples in
table below.

Before
After
Example 1 : Merging of PAPs

Department of Agriculture
PAPs under Operations (O)

PAP under Support to Operations (STO)

I11.a.1 Agricultural crop research Il._.  Research on agricultural
crops, tools and Implements, and others

I11.a.2 Research on farm tools & implements

I11.c.4 Conduct of research studies Note: Thisis also an example of reclassifying the PAPsfrom O to STO

Example 2 : Splitting of PAPs

Department of Budget and Management

PAP under Operations PAP under Operations

I11.b.2 Review and evaluation of the funding requirements of government agencies, including their respective
foreign-assisted projects, and preparation and issuance of release documents therefore, monitoring of fund
utilization and analysis of accountability reports of agencies to determine commitments (actual performance
vis-a-vistargets), and development of the organization and staffing structure of agencies

I11.b.2 Develop organization and staffing structure of agencies (MFO 1)

I11.b.3 Review and evaluate government agencies funding requirements including their their foreign-assisted
projects and issue release documents (MFO 2)

I11.b.4 Monitor agency physical and financial performance and analyse performance reports (actua vis-a-vis
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targets) (MFO 3)
Note: Do not repeat PAP statement

Example 3 : Splitting of PAPs and Reclassification of PAPs

Department of Agriculture

PAP PAP under Operations

I1.a Development of the Crop Sector |11.a Development of the Crop Sector
I11.a Development of the Crop Sector

PAP under STO

I1.c.5 Economic research, policy formulation and planning services I1._._ Economic research, policy formulation
and planning services

I1.c.1 Economic research, policy formulation and planning services Note: Thisis also an example of reclassifying
PAPs.

Note: PAP was repeated

54

Activities that are not linked to an MFO, or do not fall under the mandate of the department/agency shall be
deleted. As far as practicable, the organizational structure should be aligned with the MFOs. Redundant activities
shall also be eliminated or discontinued. As arule, one activity shall be attributed to only one MFO.

55

PAPs may be grounded into those benefiting external clients and those benefiting the internal clients. As ageneral
rule, those benefiting external clients shall form part of the PAPs under Operations while those benefiting internal
clients only should go to GAS or STO.

5.6
Fundsfor GAS and STO shall be presented separately and not allocated across MFOs.
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5.7

Funds from the dropping of unnecessary or redundant activities may be used to fund higher priority or new
activities in the same department/agency.

58

The restructured MFOs, Pis and PAPs as approved by DBM shall be used and implemented in the next budget
preparation.

5.9

The detailed guidelines are indicated in Annex 1- Instruction for MFOs, Pis and PAPs Review and Restructuring.

6.0

Roles and Reponsibilities

6.1
Role of DBM

6.1.1

The DBM shall provided technical assistance to departments/agencies in the review and analysis of MFOs, Pis
and PAPs. DBM ROs shall assist the SUCsin their MFOs, Pis and PAPs restructuring.

6.1.2

It shall review and approve the proposed MFOs and PIs submitted by departments/ agencies and coordinate with
NEDA to ensure consistency with the Philippine Development Plan Results Matrix (PDP RM).
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6.1.3

It shall review and approve restructured PAPs of departments/agencies for use in the next budget preparation.

6.2

Role of Departments/Agencies/SUCs

6.2.1

Departments/Agencies/SUCs shall initiate the MFOs, Pis and PAPs restructuring using the DBM guidelines.

6.2.2

They shall establish their own internal structure and process for review and restructuring of MFOs, Pis and PAPs.

6.2.3
They shall submit their proposed restructured MFOs, Pls and PAPsto DBM for review and approval

7.0

Timetable

7.1
Department/Agencies/SUCs shall submit to DBM their restructured MFOs, Pis and PAPs on January 26, 2012.

7.2

DBM shall conduct review/ consultation with the departments/ agencies on the restructured MFOS Pis and PAPs.
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The review/ consultation and finalization of the restructured MFOs/Pls and PAPs shall be done within 22 calendar
days from the receipt of submissions on January 26, 2011.

7.3

Approved restructured MFOS/Pls and PAPs shall be formally transmitted by the DBM to the departments/
agencies concerned to be used for the 2013 annual budget preparation activity.

8.0
For Compliance

(Sgd.) FLORENCIO B. ABAD
Secretary

ANNEX 1

Instructions for MFO, Pls and
PAPs Review and Restructuring

This section provides detailed instructions for accomplishing Form 1- Proposed MFOs and Pis, Form 2-PAPs
Review and Analysis Worksheet, and Form 3—Proposed PAPs Structure and Justification.

10

Collect data

11

Obtain a copy of the following:

a)

Legal basis and other issuances on the department/agency's creation

b)

Organizationa chart
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0)

Current General Appropriations Act (GAA)

d)
Corresponding OPIF Book Outputs for the Budget Y ear

e

Form A of the budget proposal for the latest Budget Y ear

f)
Budget Performance Review (BPR) report or end-of-the-year performance report of the agency (latest)

12

Examine the documents to determine where data will be relevant for review and analysis of MFOs and PAPs and
completion of Forms 1, 2 and 3.

20

Review/improve specification of MFOs

2.1

Review the current set of MFOs reported to DBM and identify MFOs that needs to be improved or restated in a
way the helps the Government, Congress and the public understand the nature of the good or service for which
public funding is being provided.

2.2

Define the MFO in such away that it:
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a)

Describes the product or service to be provided to an identifiable external client,

b)

Is within the department/agency's control, and

0)

Is measurable, manageable and auditable.

2.3

Express the MFO in comprehensive terms, inclusive of the MFOs of its subordinate units.

2.4

Examples of MFOs are Policy advisory services (to external clients or beneficiaries), Regulatory services, Basic
education services, Agriculture and fishery support services and Tertiary and other specialized hedth care
services.

2.5

The number of MFOs a department/ agency may have would depend on the range or diversity of its mandate
within the scope of its organizationa outcome.

2.6

Additional information on how to formulate MFOs and Pls is contained in the OPIF Reference Guide
disseminated separately by DBM to departments/agencies.

3.0

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 14 of 20
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBE...

Specify MFO Pls and targets

31

Review/revise the description of Pis and specification of Pl targets for each MFO in accordance with the quality
standards discussed in the OPIF Reference Guide. Currently, departments/agencies report too many quantitative
Pls and internal process or input Pls, which should be dropped for these do not describe MFOs.

3.2

Formulate, at most, two Pl sets (quantity, quality, timeliness and cost) to adequately describe the MFO. This
means that for every quantity Pl, there should be a corresponding or associated quality, timeliness and cost Pl to
describe the MFO.

33

Drop/delete Pis that do not describe the MFO, and if necessary, formulate new Pis that would best described the
MFO.

34

Submit proposed changes to MFOs and Pis to DBM for approval. Use Form 1—Proposed MFOs and Pis
Worksheet for this purpose.

4.0

Prepare the worksheet for PAPs review

41

Before restructuring PAPs, it is understood that a review of the MFOs has been undertaken and proposed
revisions, amendments or corrections are reflected in Form 1. Thus, PAPs should be attributed to the appropriate
MFQOs as revised, corrected or restated.
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4.2

Copy data from the GAA, OPIF Book of Outputs and BP Form A into Columns 1, 2, 3, and 4 of the worksheet
(Form 2-PAPs Review and Analysis Worksheet) and reconcile the difference in the information. To facilitate
comparison, movement and tracking of cells that will be done in the succeeding steps, shade the cells using a
different colour for each group of activity (GAS, STO and O) and for each column - GAA, OPIF Book of Outputs
and Form A.

4.3

Review and anayse PAP statements in the GAA, OPIF Book of Outputs and Form A and make notations, if there
is action needed for a particular PAP, in the issues and recommendations columns (Columns 5 to 8). Notations are
important as these will establish the trail and historical link between the old and new PAP structure, including
their budget allocation.

50

Review and analyse PAPs

51

The review and analysis of PAPs shall be based on four parameters: legal mandate, activity structure, cost of
MFO and activity classification.

52

Legal mandate and other policy instructions/documents

521

Review each PAP and determine if the activities are within the authority of the department/agency to undertake,
using as reference the department/agency's legal mandate and other policy instructions and documents.

522

Drop activities that do not fall within the legally mandated function of the department/ agency.
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523

In Column 5, explain the issue and recommended action for activities that do not fall within the mandate of the
department/agency.

53

Activity structure

531

Review the activities of each PAP and determine if they are correctly linked or aligned with the appropriate MFO.
Asarule, one activity shall be attributed to only one MFO.

532

The aim is to ensure that the activity structure corresponds to essential work tasks needed to produce the MFO,
and to refine the composition of activities where this will improve performance. Poor performance may be the
result of misaligned activities and thus poor expenditure prioritization.

533

Consider dropping, merging or splitting activities to ensure alignment of activities to the appropriate MFO. In
particular, there is need to drop or discontinue redundant or unnecessary activities. Examples of these actions can
be found in the OPIF Reference Guide.

534

In Column 6, state the issue and recommended action, i.e. dropping, splitting or merging of activities to improve
the PAP structure and budget estimation for MFOs.

54

Accountability
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541

Review the activity structure of each PAP and identify which unit is responsible for undertaking the activities.
The aim is to establish accountability and ensure that PAPs are aligned with the operational/functional
organization of the department/agency.

54.2

In Column 7, indicate the unit or units responsible for the activity and recommended changes in case of redundant
or duplicated activities and to clarify responsibility for activities.

55
MFO Cost

551

Review the classification of activities in each PAP with regard to General Administration and Support (GAS),
Support to Operations (STO) and Operations, and identify activities that have been misclassified.

552

In Column 8, indicate the new classification for these activities that were previously misclassified.

553

Once al activities have been correctly classified, it will be easier to distinguish direct costs, i.e., Operations, from
indirect costs, i.e.,, GAS and STO of each MFO, and thus improve prioritization of expenditures within the
department/agency.

6.0

Justify the new PAP structure
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6.1

Write the new PAP structure implementing the recommendations in the worksheet or Form 2. The new PAP
structure should capture al activities which contribute to the MFO and al the budget financing assigned to these
activities. Use Form 3-Proposed PAP Structure and Justification.

6.2

Prepare a narrative summary to explain and justify the new structure comparing this to the old structure and citing
the improvements expected to be gained or achieved.

7.0
Submit signed Forms 1, 2 and 3 to DBM for review and approval.

See DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBER 28, 2011 FORM 1: Proposed
MFOs and Performance Indicators : 108 OG No. 18, 2035 (April 30, 2012)

See DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBER 28, 2011 FORM 2: PAPs Review
and Analysis Worksheet : 108 OG No. 18, 2036 (April 30, 2012)

See DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBER 28, 2011 FORM 3: Proposed
PAPs Structure with Justification : 108 OG No. 18, 2037 (April 30, 2012)

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 19 of 20
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library DBM NATIONAL BUDGET CIRCULAR NO. 532 DATE: NOVEMBE...

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 20 of 20
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



