
unemployment noted carlier will ensure that wages do flot keep apace with inflation. History
shows that, working together, rismng inflation and growing unemploymnent will contribute to a
deterioration in the country's already poor mocome distribution. 16

Devolution, Fiscal Austerity and the Capacity of Government Institutions
Much like Malaysia, Philippine society and politics was also undergoing significant

changes prior to the crisis. Since the adoption of the Local Governent Code (LGC) in 199 1,
responsibilities over several social services have been devolved to provincial and/or local
govcrnent units (LGUs). In areas such as health care, where the process of decentralization has
progressed furthest and its effects have been most pronounced, LGUs are now required to
administer several programmes that were once the sole responsibility of the central
governmcnt. 17

Unfortunately, this has meant that in poorer mumicipalities, the quality of social services
has deteriorated as impoverished LGUs flnd themselves without the management teclmical and
fmnancial resources to provide quality social prograniming. As a noted health care expert noted in
an interview,

While for some municipalities, the story on devolution is mixed, for many it's been quite
negative. Aside from the pervasive resource constraints, decentralization resulted in a
deterioration in the quality of coordination between différent institutions/Rroups with


