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THE ELECTIONS may have overshadowed the pandemic, but it nevertheless remains a threat that the next
administration would have to grapple with. As we tread the path to recovery, we should not employ the same
policies and programs that didn’t do any good in containing the spread of the pandemic. This means doing
away with wasteful public spending, our inability to give social protection, and to a certain extent, corruption.

To do this, the next administration should have comprehensive and sound solutions to a crisis that has
pushed the country into a deep recession and its people to the brink of poverty. Since this would entail a war
chest, it is contingent on the government’s ability to pool sufficient resources and deploy the same efficiently
and equitably. Such macroeconomic interventions are what we need to restore consumer and investor
confidence to bring in gainful employment, stable prices, and a decent standard of living for all Filipinos.

By AJ Montesa and Patrick Acupan
Action for Economic Reforms and Right to Know, Right Now! Coalition 
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As part of the Right to Know Right Now
Coalition’s project to track the stances
on various issues of the presidential
candidates running in the May 2022
elections, our team looked at what the 10
presidentiables had to say about taxes, in
an attempt to have a glimpse how their
administration’s fiscal policy could look
like. 

Fiscal policy refers to the government’s
strategic use of its resources, primarily
through taxation and spending in order to
influence economic outcomes and
conditions. It is an important tool that the
government can use to improve
macroeconomic conditions, increase
aggregate demand, maximize
employment, stabilize inflation, and
improve economic growth.
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Global oil prices have seen a steady upward trend since March 2020. During that month, the price of Dubai
crude fell to US$33.75 per barrel. But just a year later, in March 2021, Dubai crude prices rose to US$63.95.
 
Oil prices had initially declined due to pandemic-induced lockdowns, which significantly reduced demand for
fuel products and transportation-related commodities. But countries began easing restrictions and
businesses began reopening, demand increased while supply largely lagged. Oil-producing countries that had
previously lost out on slashed prices may have seen this as an opportunity to raise prices and recoup lost
profits by keeping supply behind demand.

Exacerbating this sequence has been Russia’s invasion of Ukraine. Russia accounts for about 11 percent of
the world’s imports. In response to Russia’s aggression, many countries have levied sanctions against it and
have essentially boycotted Russian oil imports. While Russia is not a major source of Philippine imports, we
are feeling the ripple effects on the global supply of oil. As of March 2022, Dubai crude was priced at
US$113.11 per barrel.
 
In response to the price hikes, most presidential candidates have adopted the most popular (or at least what
is perceived as the most popular) policy position: to suspend fuel taxes. Fuel excise taxes were previously
raised as part of the Tax Reform for Acceleration and Inclusion or TRAIN Law.
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Senators Ping Lacson and Manny Pacquiao have both called for hearings to suspend the
fuel excise tax. Leody de Guzman and Jose Montemayor Jr. both support these proposals
while Manila Mayor Isko Moreno Domagoso highlights a 50-percent tax cut on fuel as an
important policy of his platform.

The Department of Finance (DoF) says,
though, that a fuel-tax suspension
would mean significant revenue loss
for the government. DoF estimates
that the total forgone revenue would
amount to PhP105.9 billion, and could
go to as high as PhP147.1 billion in
lost revenue if prices increase further.
Thus, President Rodrigo Duterte and
DoF proposed a monthly provision of
fuel-related ayuda or cash transfers
worth PhP500 to help consumers
manage rising prices.

Lacson and Moreno both support the proposed ayuda measures, while de Guzman and
Pacquiao have both emphasized the need to increase the previous amount
(PhP200/month) that DoF had proposed. Meanwhile, Faisal Mangondato does not support
the cash transfers in its current iteration, but instead proposes subsidies for “energy
production instead of consumption.” The specifics and feasibility of such a proposal have
not been clearly elaborated.
 
The concerns raised by DoF are likely to have influenced the stances of former Senator
Ferdinand ‘Bongbong’ Marcos Jr. and Vice President Leni Robredo. Both had previously
favored a fuel tax suspension but have subsequently reversed their positions. Marcos now
agrees that DoF should continue to collect fuel taxes; yet, he supports fuel subsidies not
based on the DoF’s list of low-income households, but rather a blanket subsidy for
“anybody who is using oil-related products which is basically everybody.”

DoF had also asserted that fuel-tax suspensions disproportionately benefit the rich as the richest 10
percent of Filipino households account for 51 percent of the total fuel consumption in the country; the
richest one percent alone account for 13 percent of total fuel consumption. This is likely why Robredo
shifted away from an outright suspension of the fuel tax in favor of more targeted cash transfers and tax
exemptions, expanding these to include more public transport operators as well as delivery riders.
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ON MAJOR TAX MEASURES:ON MAJOR TAX MEASURES:
INCOME TAXES AND VATINCOME TAXES AND VAT

From 2016 to 2020, about 55
percent of the country’s total tax
collections were sourced from Taxes
on Net Income and Profit. This
includes both personal income taxes
and corporate income taxes. Seeing
these taxes as a significant source
of government revenue, the Duterte
administration prioritized the
passage of two tax reform
measures: the TRAIN Law and the
CREATE Law.

Year

Table 1: Total Taxes on Net Profit and Income Collected
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Source: BIR Annual Reports

The TRAIN Law amended the personal income tax (PIT) brackets and rates that had been last updated
two decades prior. This largely benefited the middle class by raising the threshold of annual income
exempt from PIT to PhP250,000, while simultaneously raising the marginal tax rates of the richest
Filipinos to 35 percent.
 
Meanwhile, the CREATE Law lowered the corporate income tax (CIT) from 30 percent to 25 percent in
order for the country’s tax environment to be competitive with our Southeast Asian neighbors. The law
is also meant as a stimulus measure as the lowered CIT rate is expected to benefit the small, medium,
and large enterprises, which make up about 70 percent of all total employment in the formal sector,
while also providing a more modern menu of fiscal incentives for these businesses. More targeted
incentives in CREATE and other stimulus measures are provided for the micro-enterprises, which make
up the remaining 30 percent.

Among the candidates, Leody de Guzman had the most substantial platform in relation to
income and wealth taxes. De Guzman has adopted a “pro-labor” agenda, which include a
20-percent wealth tax on the richest 500 Filipinos. According to de Guzman, the funds
raised from this wealth tax will support farmers, create jobs, improve health services, and
stimulate the economy. He is also highly critical of and calls to repeal both tax reform
measures. He argues that there is a contradiction between lowering income taxes for big
businesses in CREATE while raising excise taxes borne by middle-class consumers in
TRAIN.
 
Leni Robredo has also been open to the idea of raising taxes on the ultra-rich but has not
provided  a specific policy proposal. She has said that “[she doesn’t] think that should only
be the solution that would be given.”
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Some of the other candidates have not bared any specific income tax proposals but have
had some note-worthy cases in relation to taxation. In 2016, for instance, Francisco ‘Isko’
Moreno Domagoso was criticized for keeping excess campaign funds worth PhP50 million.
He admitted to the allegation, but allayed criticisms by asserting that he had paid the
commensurate income taxes. Currently, Philippine elections laws do not make it illegal for
candidates to keep leftover campaign funds and donations.
 
Manny Pacquiao was also criticized by President Duterte for a past tax evasion case. In
2013, the Bureau of Internal Revenue (BIR) froze Pacquiao’s assets and bank accounts
after computing PhP2.26 billion worth of tax deficiencies from 2008 and 2009. Senator
Pacquiao seems to have settled this with the BIR upon presenting proof of withheld taxes
of 39 percent by the U.S. Internal Revenue Service (IRS) on his prize money from his fights
in Las Vegas during that period. The BIR had also declared Pacquiao as the top income
taxpayer in 2013.

Finally, a 1997 Supreme Court ruling
ordered the estate of the Marcos
family to pay PhP23 billion in estate
tax. This became final and executory
in 1999, but the amount remains
unpaid according to Finance
Secretary Carlos Dominguez. When
accounting for surcharges, penalties,
and interest, the amount owed
balloons to PhP203 billion. Despite
the Supreme Court ruling being final,
the Marcoses have failed to settle
these unpaid taxes and penalties.
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Table 1: Total Taxes on Net Profit and Income Collected
Percent of Total
Tax Collections

331.41 billion

365.24 billion

358.17 billion

406.08 billion

351.85 billion

21.0

20.5

18.2

18.6

18.0

2016

2017

2018

2019

2020

Total VAT Collected (PhP)

Source: BIR Annual Reports

On value-added tax (VAT) reforms, only de Guzman, Lacson, and Pacquiao have made
relevant policy pronouncements during this campaign period. Pacquiao favors giving a larger
share of VAT revenues to Local Government Units (LGUs).  Lacson has proposed revisiting
the tax code in order to plug VAT leakages and exemptions.  De Guzman proposes the
removal of VAT on products consumed by the poor. 

The current value-added tax is 12 percent, levied on a broad base of goods and services. From 2016 to
2020, it accounted for about 19 percent of the country’s total tax collections. Revenue from VAT can tend
to be eroded over time due to the passage of special laws exempting specific sectors or industries. The
myriad exemptions also tend to make the tax regime more complicated and defeat the purpose of the
VAT being a broad-based tax. The TRAIN Law repealed 54 provisions on VAT exemptions or zero-rating,
while retaining exemptions for raw agricultural and marine products, educational services, senior
citizens, health services, cooperatives, and persons with disabilities, among others.
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Candidate Leody de Guzman has the clearest and most fleshed-out stances on tax
reforms. De Guzman is a labor leader and promotes a labor-sector-driven agenda, which
will entail tax policies that focus on progressivity and fairness. But while some of de
Guzman’s proposals, such as taxing the rich and providing tax support for the poor, are
arguably well-intentioned, proposals to repeal TRAIN and CREATE might not be politically
tenable. TRAIN and CREATE were perceived as necessary reforms and were generally
supported by the administration’s economic managers. De Guzman’s proposals to
completely repeal these two reforms would represent a massive policy discontinuity.

VP Leni Robredo also has a relatively coherent platform as regards tax policies. Robredo is
an economist by training; when asked about her stances on controversial tax issues, she is
able to discuss the equally important considerations of raising revenue efficiently and the
need to distribute resources equitably. As Robredo’s platform has emphasized uplifting
the marginalized, this will entail progressive taxation, which redirects spending toward the
poor. Robredo’s stances on TRAIN and CREATE are not explicitly clear, however. She was a
figure of the opposition during this administration, but did not openly oppose President
Duterte’s tax-reform agenda. She had initially called for the suspension of fuel taxes, but
later on reversed her stance once the significance of forgone revenue was made salient.

Ping Lacson and Manny Pacquiao are both incumbent senators, so we can directly
observe their voting record for previous tax reform measures. Both voted in the affirmative
for TRAIN and CREATE, which implies that either senator is at least open to continuing the
outgoing administration’s unfinished tax reform agenda. Lacson has focused on measures
to rationalize the budget process and to minimize corruption. We can infer that Lacson’s
tax reform measures are likely to follow the same principles of minimizing waste.
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In terms of clarity and depth on
stances on tax policies, the
presidential candidates generally
do not have extensive tax
agendas. This is not unexpected;
President Duterte himself did not
center his platform around tax
reforms, yet his administration
was able to enact landmark
measures under a Comprehensive
Tax Reform Program. We can,
however, infer each candidate’s
likely tax policy positions based
on their responses to questions
on the issues, past voting records,
or principles highlighted in their
respective platforms.
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Finally, former Senator Bongbong Marcos and Manila Mayor Isko Moreno have the most
populist but also unclear tax policies. Moreno has been vocal about cutting taxes on fuel
and electricity, under the presumption that this will benefit lower income households. But
he does not elaborate on the feasibility of his proposals, and it remains unclear how his
administration would effectively implement ambitious infrastructure and social programs
despite shrinking the government’s fiscal space.

Marcos’s tax policies are similarly unclear. He follows the same populist vein as Moreno,
but has much larger issues of conflicts of interest. Marcos has a track record of opposing
crucial Sin Taxes, which were used to fund health measures due to suspected connections
to the tobacco industry. (This is discussed in the health portion of these reports).
Furthermore, Marcos’s documented issues of tax evasion and ill-gotten wealth are not
likely to lend credibility to the finance and tax agencies under his prospective
administration. – Right to Know, Right Now! Coalition, May 2022
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