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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



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.

04/09/2017 DEPARTMENT OF FINANCE 5

DRAFT FOR DISCUSSION. SUBJECT TO CHANGE.

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 

04/09/2017 DEPARTMENT OF FINANCE 6



In summary, tax reform is needed to 
fund the ten-point socioeconomic agenda
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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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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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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



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. 
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Tax reform is really about INVESTING 
in every Filipino’s FUTURE.
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It is crucial for the success of the 
“golden age of infrastructure”.



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/

https://www.pinterest.com/explore/social-stratification/


THANK YOU.
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