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Background
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I. Conditions	that	made	tax	reform	
necessary

II. Tax	Reform	at	the	Center	of	Socio-
Economic	Objectives

III.Comprehensive	Tax	Reform	
Program
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Growth momentum in the Philippines
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Challenges and Set-Backs
Despite a Strong Economy 

• Poverty

• Poor	Job	Creation

• Deficits	in	education	
and	health

• Lack	of	
Competitiveness

• Lack	of	Infrastructure



To Resolve 
Challenges and 
Set-Backs: 

10 Point Socio-
Economic Agenda
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Tax Reform is Central to the Socio-
Economic Agenda
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Eradication of Poverty
By	2022

(6	years	from	now)
By	2040

(23	years	or	one	generation	
from	now)

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)
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Better 
Education

Better 
Health
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Massive Infrastructure Build-Up



Funding the 
Socio-Economic 
Strategy
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Investments necessary to attain strategy 
objectives

• Investment-led	growth	of	7	to	10	percent
• Over	the	long-term,	all	these	investments	require	additional	funds	of	
around	1	trillion	pesos	(19.190	billion	USD)	per	year	in	2016	prices	on	
top	of	the	current	1.7	trillion	pesos	(32.623	billion	USD).

• Over	the	medium	term,	the	government	will	need	to	raise	some	366	
billion	(7	million	USD) per	year	between	2016	and	2022	or	2.2	trillion	
pesos	(42.218	billion	USD)	in	total.
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Current	and	additional	investment	needed	per	year

USD32.623B USD74.841B

/USD42.218B



Political Feasibility of Tax 
Reform
To	increase	the	likelihood	of	success	of	tax	reform:

1. Market	tax	reform	as	a	means	to	improve	
equity/efficiency/simplicity,	not	just	as	a	way	to	
improve	a	fiscal	problem;	

2. Include	tax	reform	in	the	President’s	social	
contract;	

3. Support	reform	coalitions	around	the	social	
contract;	and

4. Innovation	in	communicating	tax	reform	to	the	
general	public.
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Comprehensive Tax 
Reform Program
I. Tax	Policy	Reform
II. Tax	Administration	Reform
III. Budget	Reform
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Key tax policy 
issues
Problems	and	Solutions
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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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Personal income tax: high rates yet very narrow 
base among self-employed and professionals.
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Source:	Family	Income	and	Expenditure Survey-Labor	Force	Survey	(FIES-LFS)
Note:	FIES-LFS suffers	from	severe	under-reporting.	Incomes	are	adjusted	as	a	
remedy.

40%	of	income	comes	from	self-employed	and	professionals,	but	they	pay	only	20%	of	income	
taxes,	and	BIR	cannot	fully	audit	them	due	to	bank	secrecy.
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Petroleum excise tax: not increased 
since 1997 despite high progressivity

• Of	20	million	households,	the	top	2	million	households	
(richest	10%)	consume	around	50	percent	of	petroleum	
products.

• The	richest	200,000	households	(richest	1%)	consume	
around	13	percent	of	petroleum	products.

• This	is	tantamount	to	at	least	a	50%	leakage.
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Source:	Department	of	Energy

Source:	FIES	2015



Country Maximum	years	of	incentives

Philippines 4	+	8	extension	+	GIE	in perpetuity

Brunei Darussalam 20

Cambodia 9

Indonesia 20

Lao PDR 20

Malaysia 5	+	5	extension

Myanmar 5	to	7	

Singapore 3

Thailand 8

Vietnam 2	to	4

Corporate income tax: significant forgone 
revenues from perpetual incentives



Tax Reform for 
Acceleration and 

Inclusion (TRAIN) 
to Raise Revenues 
and Address Tax 

Gaps
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Revenue Impact of Package 1
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Revenue Impact of Package 1B
• Estate	tax	amnesty
• General	amnesty
• Motor	vehicle	user	tax
• Relaxation	of	bank	secrecy
• Automatic	exchange	of	information
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Estimated Revenue Impact of 
Package 2+

• Corporate	income	tax
• Fiscal	incentives

Tax	package Loss Gain Net
Package	1:	PIT	and	consumption -139.0 359.7 220.7
Lower	personal	income	tax	rate -139.0
VAT	base	expansion 163.4
Excise	tax	on	oil 178.2
Sweet	tax 18.1
Package	2:	CIT	and	incentives -34.8 33.8 -1.0
Lower	CIT	rate	and	remove	OSD -34.8
Fiscal	incentives	rationalization 33.8
Full	VAT	refund
Package	3:	property	tax -3.5 43.5 40.0
Centralize	and	increase	valuation 43.5
Reduce	estate	and	donor	tax -3.5
Package	4:	capital	income	tax -1.0 0.0 -1.0
Harmonize	rates	for	all	assets -1.0
Package	5:	other	taxes 0.0 109.4 109.4
Luxury	tax	(e.g.,	automobile,	etc) 7.7
Mining	tax 3.5
Sin	tax 38.2
Fatty	food	tax	(rough	estimate) 20.0
Carbon	tax	(rough	estimate) 20.0
Lottery	and	casino	tax	(rough	estimate) 20.0
Net	impact -178.3 546.4 368.1

Tax	package Loss Gain Net
Package	1:	PIT	and	consumption -139.0 359.7 220.7
Lower	personal	income	tax	rate -139.0
VAT	base	expansion 163.4
Excise	tax	on	oil 178.2
Sweet	tax 18.1
Package	2:	CIT	and	incentives -34.8 33.8 -1.0
Lower	CIT	rate	and	remove	OSD -34.8
Fiscal	incentives	rationalization 33.8
Full	VAT	refund
Package	3:	property	tax -3.5 43.5 40.0
Centralize	and	increase	valuation 43.5
Reduce	estate	and	donor	tax -3.5
Package	4:	capital	income	tax -1.0 0.0 -1.0
Harmonize	rates	for	all	assets -1.0
Package	5:	other	taxes 0.0 109.4 109.4
Luxury	tax	(e.g.,	automobile,	etc) 7.7
Mining	tax 3.5
Sin	tax 38.2
Fatty	food	tax	(rough	estimate) 20.0
Carbon	tax	(rough	estimate) 20.0
Lottery	and	casino	tax	(rough	estimate) 20.0
Net	impact -178.3 546.4 368.1
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Estimated Revenue Impact of 
Packages 3 and 4

Tax	package Loss Gain Net
Package	1:	PIT	and	consumption -139.0 359.7 220.7
Lower	personal	income	tax	rate -139.0
VAT	base	expansion 163.4
Excise	tax	on	oil 178.2
Sweet	tax 18.1
Package	2:	CIT	and	incentives -34.8 33.8 -1.0
Lower	CIT	rate	and	remove	OSD -34.8
Fiscal	incentives	rationalization 33.8
Full	VAT	refund
Package	3:	property	tax -3.5 43.5 40.0
Centralize	and	increase	valuation 43.5
Reduce	estate	and	donor	tax -3.5
Package	4:	capital	income	tax -1.0 0.0 -1.0
Harmonize	rates	for	all	assets -1.0
Package	5:	other	taxes 0.0 109.4 109.4
Luxury	tax	(e.g.,	automobile,	etc) 7.7
Mining	tax 3.5
Sin	tax 38.2
Fatty	food	tax	(rough	estimate) 20.0
Carbon	tax	(rough	estimate) 20.0
Lottery	and	casino	tax	(rough	estimate) 20.0
Net	impact -178.3 546.4 368.1

Tax	package Loss Gain Net
Package	1:	PIT	and	consumption -139.0 359.7 220.7
Lower	personal	income	tax	rate -139.0
VAT	base	expansion 163.4
Excise	tax	on	oil 178.2
Sweet	tax 18.1
Package	2:	CIT	and	incentives -34.8 33.8 -1.0
Lower	CIT	rate	and	remove	OSD -34.8
Fiscal	incentives	rationalization 33.8
Full	VAT	refund
Package	3:	property	tax -3.5 43.5 40.0
Centralize	and	increase	valuation 43.5
Reduce	estate	and	donor	tax -3.5
Package	4:	capital	income	tax -1.0 0.0 -1.0
Harmonize	rates	for	all	assets -1.0
Package	5:	other	taxes 0.0 109.4 109.4
Luxury	tax	(e.g.,	automobile,	etc) 7.7
Mining	tax 3.5
Sin	tax 38.2
Fatty	food	tax	(rough	estimate) 20.0
Carbon	tax	(rough	estimate) 20.0
Lottery	and	casino	tax	(rough	estimate) 20.0
Net	impact -178.3 546.4 368.1



Administrative 
Reforms
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Tax administration and tax policy reforms are 
both needed for the BIR and BOC to succeed
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Budget and Other 
Legal Reforms
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Complementary Reforms requiring further 
legislation

• Relaxation	of	bank	secrecy	laws

• Tax	evasion	as	a	predicate	crime	to	money	
laundering

• Final	tax	amnesty

• TIMTA	amendments

• Investment	assistance	and	facilitation
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Summary: Key messages

1. Despite	strong	economic	growth,	the	Philippines	still	
faces	challenges	and	set-backs	that	prevent	people	
from	feeling	positive	change.	

2. Tax	Reform	is	necessary	for	positive	change	to	be	felt.
3. The	TRAIN	is	expected	to	generate	revenue	to	address	

the	country’s	long-standing	problems	of	poverty,	
weak	human	capital,	and	lack	of	infrastructure.	
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This administration can make a lasting 
difference in each Filipino’s life.
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Thank you.


