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Vision for the Philippines 

By 2022 
(6 years from now) 

By 2040 
(23 years or one 

generation from now) 
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21.6% 13-15% 

Poverty rate reduced 
(6 million Filipinos uplifted) 

3,500 
USD 

5,000 
USD 

Increase in Gross National 
Income (GNI) 

(Achieve upper-middle income status 
where Thailand and China are today) 

Extreme poverty 

eradicated 

3,500 
USD 

at least  

11,000 
USD 

Increase in Gross National 
Income (GNI) 

(Achieve high income status where 
Malaysia and South Korea are today) 



How to achieve the vision 
• Investment-led growth of 7 to 10 percent 

• Over the long-term, all these investments require additional funds 
of around 1 trillion pesos per year in 2016 prices on top of the 
current 1.7 trillion pesos. 

• Over the medium term, the government will need to raise some 
366 billion per year between 2016 and 2022 (or 2.2 trillion pesos in 
total). 
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Current and additional investment needed per year 
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How to achieve the vision 

Ways to raise 
additional investments 

Complementary 
economic reforms 
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Budget 

reforms 

Tax policy 

reform 

Tax & customs 

administration 

reform 

Simplify 

regulations 

Improve food 

security 

Secure 

property 

rights 

Enhance 

competition 

Sustainable 

borrowings 

2017 3rd Quarterly Seminar & Meeting / October 4-7, 2017  

Citystate Asturias Hotel, Puerto Princesa City, Palawan  



Tax 

administration 

₱433 billion 

(26%) 

[2.7% of  

GDP] 

Customs  

administration  

₱208 billion (12%) 

[1.3% of GDP] 

100% spending 

efficiency 

₱188 billion (11%) 

[1.2% of GDP] 

Borrowing  

  ₱478 billion  

   (28%)  

    [3% of GDP] 

Tax policy reform 

₱366 billion 

(22%) 

[2.3% of  

GDP] Investment  

deficit compared  

to Thailand:  

₱1.7 trillion 

How to fund the investment deficit 

• Compared to Thailand or 
Vietnam, the Philippines is 
underinvesting by around 10 
percent of GDP annually. 

• Even with substantial 
improvements in tax and 
customs administration, 
underspending addressed, 
and sustainable borrowing, 
PHP 366 billion (2.3 percent 
of GDP) annually is still 
needed to catch-up starting 
2017. 
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Sources: DBM, PSA, DOF staff estimates 

Note: The investment deficit was estimated as the difference between the investment levels of the Philippines and a benchmark country (Thailand). The 

difference of around 10 percent of GDP, which is equivalent to 1.7 trillion in 2017, can be funded by improvements in tax and customs administration, 

spending efficiency, and borrowing. However, these are not enough. The country needs an additional PHP 366 billion or 2.3 percent of GDP from tax 

policy reform to fully fund the gap. 

 



This is what we stand  
to lose without tax reform… 

• 108,000 public school classrooms, or 

• 460,947 public school teachers, or 

• 10,383 rural health units, or 

• 83,143 barangay health stations, or 

• 227 provincial hospitals, or 

• 6,136 kms of paved roads, or 

• 135,000 kms of temporary bridge upgrades, or 

• 457,627 hectares of irrigated land  
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In summary, tax reform is needed to  
fund the ten-point socioeconomic agenda 
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Source: https://scottdeutschtalks.files.wordpress.com/2016/05/who-wants-change.jpg 
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Why tax policy reform is  
needed: A deficient tax system 

Cause 

Inflation 

Special 

treatment and 

exemptions 

Lack of 

information 

(e.g., bank 

secrecy) 

Effect 

High tax rates 

 

Narrow tax 

base (only 

about half of 

the economy is 

taxed) 

Outcome 

Inequity 

 

Complexity 

 

Inefficiency 
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Revenue eroding measures 

10/27/2016 DEPARTMENT OF FINANCE 22 
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Tax effort
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8479
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Sources: DOF, BTr, and PSA

Note: The major revenue eroding measures are highlighted in bold red. In 2007, RA 9337 was  enacted. This increased the VAT from 10 to 12 percent, but it also came with some revenue eroding measures such as the 
reduction of the corporate income tax rate from 35 to 30 percent.
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RA 8748 -
Special 

economic 
zone act

RA 8756 -
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tax rates 
for ROHQs

RA 9136 -
VAT zero-
rating for 
electricity 
generators

RA 9178 -
BMBEs 

exemption 
from all 

taxes

RA 9257 -
SC tax 
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38 RAs

Total before 
R-VAT reform:

89 RAs
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Indicative pump price based on USD 53.72 per barrel 
Pesos per liter Jan 2017 2018 2019 2020 2021 

Diesel 32 35 37 38 39.52 

Gasoline 46 49 51 52 54.08 
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Consequence: 72% of newly-registered  
SUVs are diesel-powered, which is 
tantamount to exempting the rich 

Source: LTO annual statistics 
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2017 3rd Quarterly Seminar & Meeting / October 4-7, 2017  

Citystate Asturias Hotel, Puerto Princesa City, Palawan  

2017 3rd Q
uarterly S

em
inar &

 M
eeting / O

ctober 4
-7, 2017  

C
itystate A

sturias H
otel, P

uerto P
rincesa C

ity, P
alaw

an  



Tax administration and tax policy reforms are 
both needed for the BIR and BOC to succeed 
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High end revenue impact in 2018  
DOF amended  
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Note: 40% of the first year incremental revenue from oil will be earmarked to mitigating measures such as targeted cash transfers, 

and PUV modernization, and the rest will be allocated only to investment, education, health, and social protection. 

DOF amended (in billion pesos) Loss Gain Net

Package 1: PIT and consumption 157.2

Tax policy measures -140.1 187.7 47.6

Lower personal income tax rate -137.0

Estate and donor tax -3.1

VAT base expansion 89.3

Automobile excise 24.0

Petroleum excise 74.4

Tax administration measures 43.8 43.8

Complementary measures 65.8 65.8

DOF amended  (% of GDP) Loss Gain Net

Package 1: PIT and consumption 0.9

Tax policy measures -0.8 1.1 0.3

Lower personal income tax rate -0.8

Estate and donor tax 0.0

VAT base expansion 0.5

Automobile excise 0.1

Petroleum excise 0.4

Tax administration measures 0.3 0.3

Complementary measures 0.4 0.4
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Gains from the lower PIT regime are more than enough 
to offset additional expenses from higher oil prices, car 
loan payments, and inflation. 

10/5/2017 

Vios buyer Innova buyer 

PHP 16,122 

savings }  
}  PHP 29,923 

savings 
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The richest 10% of families will pay  
more than the poorest 80% combined. 

Note: D1 refers to the first decile or the poorest 10% of households based on the 
preliminary 2015 Family Income and Expenditure Survey (FIES). Each succeeding decile 
consists of the next 10% of households based on total household income. Amounts above 
are averages for each decile.  
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Bottom 

80% 

₱2,921 

42% 

Second 

richest 

10% 

₱1,091 

16% 

Richest 

10% 

₱2,887 

42% 

Increase in oil 

expenditure by decile (in 

pesos, annually) 

Tax 

Subsidize 



Protecting the poor and  
low income Filipinos: VAT 

• VAT threshold for marginal establishment will be increased from 1.9 
to around 3 million pesos, thereby exempting the sale of goods from 
VAT. Note: 
o Cooperatives below the threshold will still be exempt. 

o Raw agricultural products will continue to be VAT exempt.  

• To mitigate the impact of higher oil excise: 
o Targeted transfers: 200 pesos per month for 1 year to the poorest 50% of 

households (10 million households) to mitigate the temporary and moderate 
increase in prices. 

o Pantawid pasada: Cash cards to PUVs to offset the increase in excise taxes, so 
fares need not increase. 

o Pantawid kuryente: Subsidy to lifeline consumers in SPUG areas that use 
diesel or bunker fuel to power their communities 

o Social welfare card: Identification cards for the poor to receive social services 

o Public transport modernization: subsidies to PUVs to convert to more 
efficient engines and bodies. 
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To use the tax system to protect the poor and low income earners results into 

massive leakages. A better system is to use budget subsidies. 
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Is the tax reform anti-poor? 
Two key concerns  

• Tax reform and the economy (deficit impact) 
oA deficit above 3% courts a credit downgrade and 

will ultimately impoverish the people. 

 

• Tax reform and the people (price impact) 
oPrice impact is small to moderate.  

o If the idea is to have everyone benefit, then all 

taxes must be eliminated, but we all know that is 

clearly not right. 
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If no or diluted tax reform, there are only 2 
choices that will lead to the same outcome 
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Poverty 

Malnutrition 
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Breach the 

deficit 
Credit rating 
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Higher debt 

servicing 

Less budget 

and fewer 

investments 

Fewer 

investments 

Low gov’t 

spending to 

maintain deficit 
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S&P warns against the tax  
reform agenda stalling 
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“Standard and Poor’s… 

may even cut the rating 

if the government’s 

reform agenda stalls.” 
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Stocks respond to the tax reform 



Self-rated poverty and crude 
oil prices are not correlated 

• Since 2000, correlation is -0.4, indicating very weak relationship. 
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Price effect of excise on inflation 
2018 (maximum effect) 
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Commodity 
Share 

of CPI 

(%) 

CPI 

2016 

Share of 

petroleum 

products 

as input 

(%) 1
 

Net impact of excise to prices 

(%)2,3 Inflation 

rate 

(%)4,5,6 

Diesel Gasoline LPG Kerosene 

Food  36 163 10 1.1 0.6 0.7 0.9 0.9 

Transportation 6 128 30 3.3 1.9 2.0 2.7 2.8 

Electricity 7 124 7 0.8 0.4 0.5 0.6 0.7 

Others 51 135 6 0.7 0.4 0.4 0.6 0.6 

Total  100  144           0.9 

Notes: 

1. Transportation share is the daily average of jeepney and bus operation in Metro Manila based on the National Tax Research Center computation. Electricity 
share is based on the Department of Energy power statistics. 

2. The  net impact of the excise is obtained by multiplying the share of oil as input and the price increase as  a result of the excise. 
3. The increase in the price of the petro products as a result of an increase in excise tax using the petro prices in Metro Manila in 2016 
4.     Weighted net impact of the increase in excise tax on each commodity computed based on weights below using HECS 2011 
5. Overall inflation computed from the weighted average of commodity inflation based on the share of CPI 
6. Percentage point on top of the BSP projected inflation. 
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Lessons from the past 
Inflation remains low and stable despite significant 

increase in diesel prices in 2016 

Sources: PSA, DOE 

*January y-o-y change  

in diesel price 
Jan 25-29 2016: 18.25 

Jan 29 2017: 32.10  
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A comparison 
Reform of VAT in 2005 and oil price shock in 2011: 

We managed well and became much stronger. 

DRAFT FOR DISCUSSION. SUBJECT TO CHANGE. 

VAT reform Oil price shock 

Indicator 2004 2005 2006 2010 2011 2012 

Effective VAT rate 0 10 12 12 12 12 

Dubai crude (US dollars) 34 49 61 78 106 109 

GDP growth 6.7 4.8 5.2 7.6 3.7 6.7 

Consumption 6.0 4.4 4.2 3.4 5.6 6.6 

Overall Inflation 4.8 6.5 5.5 3.8 4.6 3.2 

Food inflation 6.0 6.4 5.2 4.0 5.5 2.4 

Transport inflation 11.5 16.8 10.7 3.7 6.0 2.3 

Electricity inflation 3.8 7.5 5.9 5.1 5.2 4.6 

Gasoline (in pesos) 20.1 26.5 30.0 35.5 48.1 48.6 

Diesel (in pesos) 18.0 25.9 30.2 31.4 41.3 41.7 

Inflation remained moderate even with the increase  

in VAT and a significant increase in crude price 



Cars increase every year despite a 
more than doubling of oil prices 
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Tax reform is really about INVESTING  
in every Filipino’s FUTURE. 
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We need tax reform because we  

want all Filipinos to rise above  

poverty and be prosperous by 2040. 
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No tax reform means: 
The poor will likely remain poor 

No significant investments in infrastructure, education, and health 
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It is crucial for the success of the 
“golden age of infrastructure”. 
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No tax reform means:  
Far less budget for rural development 

Such as badly needed farm to market roads and irrigation 
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No tax reform means:  
Little improvements in public transportation 

More time in traffic, less productive people, less time for love ones 
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No tax reform means:  
Access to quality education evades many 
Classrooms will continue to be cramped and teachers 

overworked, hampering our children’s learning potential 
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No tax reform means: 
Quality health care escapes the poor 

The poor are likely to get sick and not be attended well,  
draining their income and chances of succeeding. 2017 3rd Q
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Key messages 

1. Tax reform when seen as a package provides 
benefits to 99% of Filipinos. 

2. More important than the tax is how we spend 
the money to benefit poor Filipinos. 

3. The tax reform is an investment in our 
future. No investment is easy. There are short 
term challenges but everyone benefits in the 
long term. 
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Tax reform as bridging the future 
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Source: https://www.pinterest.com/explore/social-stratification/  
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DRAFT FOR DISCUSSION. SUBJECT TO CHANGE. 

This administration can make a lasting 
difference in each Filipino’s life 



Let’s be partners for change! 
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DRAFT FOR DISCUSSION. SUBJECT TO CHANGE. 

www.dof.gov.ph/taxreform/ facebook.com/DOFph 

 

 

 

• For more information, please visit: 

 

 

 

 

 

 

 

 

• For questions: DOFtaxreform@dof.gov.ph 
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