
CONFIDENTIAL. FOR INTERNAL USE ONLY.

Building Tax Capacity for Revenue Mobilization: The 
Philippine experience
February 28, 2024

1



2

Outline of the Presentation

1.  Tax reforms: the why and wherefore
2. Tax reforms in the Philippines 
3. The Medium-Term Fiscal Framework



Tax reforms: the why and wherefore
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What needs to be done? Why the 
need for reform?

1. Generate revenues 
a. Fiscal consolidation 
b. Reduction of poverty and inequality

2. Make the tax system equitable, efficient, and simple 
3. Tackle externality/health measure 
4. Make the system buoyant 
5. Fund special projects/programs 
6. Address inflation/bracket creep



EO 273, s. 
1987 

EVAT
RA 7716 

CTRP of 1997
RA 8424 

Sin Tax
RA 9334 

RVAT
RA 9337 

Sin Tax 2012
RA 10351 

TRAIN
RA 10963 

Tax amnesty
RA 10963 

Sin Taxes
RAs 11346 
and 11347 

CREATE
RA 11534

EO 37, 
s. 1986 

DST 
rationalization

RA 7660 

Notes: Lines indicate the first year of implementation.
             Dotted lines indicate revenue generation reforms while the solid line indicates an economic recovery package. 
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Tax reforms in the Philippines
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Key reforms
● The sin tax laws of 1997, 2005, 2012,  2018, and 2020  

○ Shift from ad valorem to specific with indexation
○ Increase the rates, indexed to inflation, unitary rate

● VAT reforms 
○ Shift from sales tax to VAT 
○ Broaden the tax base (to include services and petroleum products)
○ Increase in tax rate from 10 to 12 percent

● TRAIN Law 
○ Personal income tax rate reduction 

● CREATE Act 
○ Corporate income tax - rate reduction from 30 to 25 percent for large 

corporations, and from 30 to 20 percent for Micro Small and Medium 
Enterprises.
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The TRAIN law

● The TRAIN law package 1 is an important milestone in our history. 
○ First time a tax reform happened without a crisis 
○ First time the main purpose is poverty and inequality reduction, and 

not deficit and debt reduction.
○ It is the first of five packages that corrected the structural problems of 

the tax system that has made it unfair, complex, and inefficient. 

● Goal: low rate and broad base.
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The Medium-Term Fiscal Framework
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1. Promote efficient 
tax administration 

through digitalization

2. Put in place 
measures that will 

help our tax system 
catch 

up in the digital 
economy

3. Introduce tax 
measures that will 

promote 
environmental 

sustainability to 
address climate 

change

4. Pursue the remaining 
tax reform packages of 

the Duterte 
administration

The Medium-Term Fiscal Framework proposes measures that will 
enhance the fairness 

and efficiency of our tax system
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VAT on Digital 
Services

Rationalization of 
Mining Fiscal 

Regime

Package 4 of the 
CTRP (PIFITA)

Motor Vehicle 
User’s Charge

Excise Tax on 
Single-use Plastics

PRIORITY OF THE DEPARTMENT: 
Passage of the DBCC-approved Priority Legislative Measures 

in 2024.
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Aside from the additional revenue that will support the MTFF targets, we are 
pushing for the passage of the tax reform to:
1. Update the rates to make it more competitive with our peers 
2. Level the playing field and make the tax system fairer or progressive
3. Simplify certain taxes
4. Utilize tax policies that correct externalities
5. Promote investment, capital market development, and financial inclusion
6. Promote higher economic growth

Why are we pushing for the passage of DOF tax 
reform measures?
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Tax administration measures could also provide additional
tax collection every year as these continue to improve

the collection efficiency.

Ease of paying taxes;
Digital transformation roadmap;

Strengthening of income tax 
administration on influencers

Intensify anti-corruption and 
integrity development efforts;

Customs Modernization Program;
Intensify collection of lawful revenues

Enhance trade facilitation
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