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1. ALLOCATION OF AUTHORITY BETWEEN FEDERAL AND STATE GOVERNMENTS

Country
Allocation of 

Legislative Powers
Taxation 
powers

Regulation of 
Trade and 
Commerce

Judiciary Monetary Policy Issuance of currency

United States Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Canada Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Malaysia Yes
exclusive to 

federal 
government

exclusive to 
federal 

government
Centralized

exclusive to federal 
government

exclusive to federal 
government

Australia Yes Shared
exclusive to 

federal 
government

Shared
exclusive to federal 

government
exclusive to federal 

government

India Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Brazil Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Mexico Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Argentina Yes Shared Shared Shared
exclusive to federal 

government
exclusive to federal 

government

Source: Various legislation, various central bank websites.



2. CONDUCT OF CENTRAL BANKING UNDER FEDERALISM

 Greater need for economic and 
financial surveillance at the 
regional level;

 Conduct of monetary policy 
will remain at central 
government level;

 Regulation of financial 
institutions may have to be 
supported at regional levels;

 Possible regional 
representation in policy 
committees ; and

 Expected greater support for 
central bank independence.



PRACTICES ON REGIONAL REPRESENTATION IN FEDERAL STATES

Country
Representation in CB 
governance bodies

Representation in CB policy bodies

United 
States

None Geographical representatives

Canada
None but observes

None

Malaysia None None

Australia None None

India Geographical representatives Geographical representatives

Brazil None None

Mexico None None

Argentina None None

Source: Various central bank websites.



DISTRIBUTION OF REGULATORY POWERS OVER FINANCIAL INSTITUTIONS

Country

Banking regulator Insurance regulator Securities regulator

Federal State Federal State Federal State
United States

Yes Yes Yes Yes Yes Yes 
Canada

Yes None Yes Yes None Yes 
Malaysia

Yes None Yes None Yes None
Australia

Yes None Yes None Yes None
India

Yes None Yes None Yes None
Brazil

Yes None Yes None Yes None
Mexico

Yes None Yes None Yes None
Argentina

Yes None Yes None Yes None

Source: Various central bank websites, various legislation.



Nature of monetary control

The issuance of currency must remain 
to be governed at a federal level.

 Formulation of monetary policy at federal 
level, consistent with the idea of a federally-
governed state as an optimal currency area.

 Sine qua non for the economic viability of a 
federal union.

 Issuance of currency must remain to be 
governed at a federal level. 

3. IMPLICATIONS FOR THE BSP



Central bank basic mandates

Price stability mandate is not 
expected to change with any 

transition to federalism

 Price stability is an appropriate objective
for a central bank regardless of the form
of political governance.

 Most federally-governed states observe
price stability as the objective of
monetary policy.

 The attainment and maintenance of
price stability may take into account
several features of federalism.

3. IMPLICATIONS FOR THE BSP



Central bank basic mandates

The maintenance of financial stability is expected to be the 
responsibility of federal  financial regulators.

 Regulation of trade and commerce (including the operations of
financial institutions) is expected to be a retained power of the
federal government.

 The small open economy and financial system of the Philippines is not
expected to justify the creation of state financial regulators.

3. IMPLICATIONS FOR THE BSP



Central bank basic mandates

The soundness and security of 
payment systems is expected to 

remain a key mandate of the 
central bank.

 The BSP will remain to be the natural
regulator or operator of large value
payment systems.

 Operation of retail payment systems may
be covered by state law.

3. IMPLICATIONS FOR THE BSP



Monetary stability

Monetary policy framework

 No need for revision of monetary policy 
framework under federal governance. 

 Many central banks in federally-governed 
countries use inflation targeting as their 
monetary policy framework.

 In practice, monetary policy is not 
implemented in a regionally-differentiated 
manner.

 Regional economic and financial 
developments may hold greater significance 
in the conduct of monetary policy.

3. IMPLICATIONS FOR THE BSP



Monetary stability
Economic data and analytical requirements

 Restructuring of the Philippine Statistical 
System to serve the more complex need for 
state-specific data.

 Monetary policy will become more 
information intensive 

 BSP produces the Report on Regional 
Economic Developments  which tracks 
economic activities in the regions with 
particular focus on the following:
• Demand and supply conditions; 
• Price developments and monetary 

conditions; and
• Emerging outlook.

3. IMPLICATIONS FOR THE BSP



Monetary stability

Economic and financial
learning programs

 Heightened need for regional focus
in the BSP’s economic and financial
learning programs.

 Tailoring economic and financial
learning campaigns to state laws and
regulations for more informed and
empowered stakeholders.

3. IMPLICATIONS FOR THE BSP



Currency management

 Establishment of state centers of finance and development may help in the
surveillance of economic activity across states.

 Surveillance information is aggregated from regional estimates to
determine national figures of demand for currency on a per denomination
basis.

3. IMPLICATIONS FOR THE BSP



Regional operations

 More reinforced BSP regional offices and
branches with functions.
• Currently, the BSP has three (3) regional

offices and nineteen (19) provincial
branches.

 State-level input in monetary policy
formulation through the provision of state-
level data or state-level economic research.

3. IMPLICATIONS FOR THE BSP



Financial stability and supervision of financial institutions

 There may be greater scope for regional banking supervision.

 BSP regulations governing financial institutions under its jurisdiction should
consider differences in state laws.

 The enforcement of BSP policies requiring judicial action will also have to
be undertaken through courts with due consideration of state laws.

3. IMPLICATIONS FOR THE BSP



Heterogeneity of states’ fiscal policies

 Monetary policy would need to consider
fiscal policies and fiscal balances of states

 Insolvency for one state may affect
price stability for entire country

4.  POTENTIAL CHALLENGE FOR MONETARY POLICY



 The emergence of federalism promises to redefine the operating environment
of the Bangko Sentral ng Pilipinas.

 The goals of central banking will remain the same (i.e., price stability, financial
stability, efficient payments and settlements systems).

 In principle, the BSP needs to treat the Philippines as an optimal currency area
to ensure the country’s long-term survival and progress.

 At minimum, the BSP should remain as the sole issuer of currency thereby
allowing it to exercise monetary control in a federated Philippines.

 In current practice, the BSP monitors inflation outturns in areas outside the
National Capital Region.

 Functions of the BSP under federalism will have to be recalibrated and refined
to sustain the conduct of monetary policy,
oversight of payment and settlement systems,
supervision/regulation of financial institutions
as well as the promotion of its key advocacies.

5. CONCLUDING REMARKS
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