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VAT reductions seen viable
with exemption crackdown

By Justine Irish D. Tabile

Senior Reporter

THE GOVERNMENT will have
to expand the tax base to make
the proposed reductions in
value-added tax (VAT) sustain-
able, and may need to resort to a
crackdown on transactions cur-
rently exempt from VAT, ana-
lysts said.

Raymond A. Abrea, founding
chairman and chief executive
officer of the Asian Consulting
Group (ACG), said the proposed
reduction of the VAT rate from
12% — the highest rate in South-
east Asia — to 10% will help ease
the burden on consumers.

“The Philippines currently has
the highest VAT rate in ASEAN,
yet our collection efficiency is
only around 35-40%, far below
the global average of about 57%,”
Mr. Abrea told BusinessWorld via
Viber.

“This clearly shows that the
real problem is not the tax rate —
it is inefficiency and leakages in
the system,” he added.

ACG said the ASEAN average
VAT rate is 10%, with Thailand
imposing the lowest at 7%.
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Indonesia imposes 11%, Cam-
bodia and Laos 10%, and Vietnam
and Singapore 8%.

Collection efficiency was high-
est in Thailand at 71%-79%, fol-
lowed by Singapore at 71%, Viet-
nam 70%, Cambodia 66%, and
Indonesia 45%-50%.

This puts average ASEAN col-
lection efficiency at 57%.

As such, many members of the
Philippine Congress have filed
bills aiming to reduce the domestic
VAT rate to 10%, including Senator
Mark A. Villar with Senate Bill 1916.

Currently in committee, the
bill says a VAT rate reduction
could expand disposable income
in the average household by
P8,000 ayear.

Former Finance Secretary
Ralph G. Recto warned last year
that reducing the VAT rate could
cost the government P339 billion
in revenue per annum.
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“While (foregone revenue) of
P339 billion annually is a legiti-
mate concern, this can be miti-
gated by rationalizing more than
30 existing VAT-exempt transac-
tions,” Mr. Abrea said.

“Many of these exemptions
are non-refundable, compliance-
heavy, and vulnerable to abuse,
contributing to an estimated
P539 billion in foregone revenue
according to the World Bank,” he
added.

He said exemptions granted to
senior citizens and persons with
disabilities should be looked at.

“(These) are poorly targeted,
often benefitting those with high-
er spending capacity rather than
the most vulnerable,” he said.

“Direct support mechanisms
— such as target coupons, cash
transfers, or a universal pension —
would deliver assistance more ef-
ficiently and equitably,” he added.

Foundation for Economic
Freedom President Calixto V.
Chikiamco said that the tax base
should be expanded to compen-
sate for a lower VAT rate.

“(This can be done by) remov-
ing the tax exemptions on some
products, such as sales by coop-
eratives,” he said via Viber.

Cielo D. Magno, associate
professor at the UP School of
Economics and a former Finance
undersecretary, said at tax forum:

“If you really want to reduce
VAT from 12% to 10% to 8%, it is ac-
tually possible. But we have to block
the leakages and remove the other
exemptions. We have to broaden
the tax base with respect to VAT.”

ACG’s Mr. Abrea said that
the government should also
strengthen VAT administration
through electronic invoicing,
digital monitoring, and stricter
enforcement.

“The path forward is clear:
broaden the VAT base, rationalize
exemptions, and modernize tax
administration,” he said.

“Fiscal integrity does not come
from imposing the highest tax
rate in ASEAN, but from a fair,
efficient, and technology-driven
tax system that actually works,”
he added.
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Shipping firms allowed
to collect fuel surcharge

THE Maritime Industry Author-
ity (MARINA) said it has autho-
rized ship operators to collect a
fuel surcharge of up to 20% of base
fares, among other measures to
promote the efficient use of fuel.

It urged shipping companies
and related industries to ensure
uninterrupted movement of pas-
sengers and essential goods while
fuel prices fluctuate in the wake
of the fighting in the Persian Gulf.

In an advisory on Monday, the
regulator said it is also allow-
ing shipping companies to adjust
their operations by consolidating
or reducing trips to optimize ves-
sel use in the interest of cutting
fuel consumption, subject to MA-
RINA approval.

MARINA also ordered all op-
erators to prioritize the move-
ment of essential commodities.

MARINA is also considering
waiving the 2026 Annual Ton-
nage Fee, as well as offering
discounts on ship document and
certificate fees, and suspending
new fees and charges.

“Once the crisis subsides,
operators must remove any fuel
surcharge and revert to pre-crisis
rates,” it said, adding that sur-
charges exceeding 20% are sub-
ject to approval.

On Monday, three regional
shipping lines raised passenger
and cargo rates by up to 25% fol-
lowing a surge in fuel costs after
global crude benchmarks exceed-
ed $100 per barrel.

Starlite Ferries, Inc., a unit
of Chelsea Logistics and Infra-
structure Corp., said it is in-
creasing passenger and cargo
rates by up to 25% starting
March 10.

Montenegro Shipping Lines,
Inc. will implement a 10% to 20%
increase in passenger and vehicle
rates across its routes starting
March 23.

FastCat, Inc. operated by
Archipelago Philippine Ferries
Corp., revised its fare matrix
upward for both passengers and
vehicles beginning March 6. —
Ashley Erika O. Jose

PCCl backs emergency
powers to curb drastic
swings in fuel prices

THE Philippine Chamber
of Commerce and Indus-
try (PCCI) said it supports
granting President Ferdi-
nand R. Marcos, Jr. the au-
thority to stabilize fuel pric-
es and reduce the burden on
consumers.

In a statement on Tuesday,
PCCI President Ferdinand A.
Ferrer said the private sector
is asking the government to
temporarily mitigate the im-
pact of higher fuel prices, cit-
ing the likely follow-on impact
on goods and logistics prices as
well as fares.

President Ferdinand R.
Marcos, Jr. last week said he
plans to ask Congress to grant
him emergency powers to
reduce excise taxes on petro-
leum products if fighting in the
Middle East keeps oil prices
higher for much longer.

The Philippines imposes
excise taxes to boost revenue.
Excise taxes on petroleum
products were increased in
three tranches from Jan. 1,
2018 to Jan. 1, 2020 by the Tax
Reform for Acceleration and
Inclusion (TRAIN) law.

Between 2018 and 2020,
the biggest excise taxincreases
were applied to diesel, lique-
fied petroleum gas and bunker,

with rates rising from P2.50 to
P6 per liter.

Mr. Ferrer said: “We sup-
port whatever means — wheth-
er reducing excise tax, VAT
(value-added tax), or tapping
other funding sources — be-
cause we are in a crisis.”

Oil firms will increase gaso-
line prices by between P7 and
P13 per liter, diesel prices by
P17.50-P24.25, and kerosene
by P32 to P38.50 per liter, the
Department of Energy said on
Tuesday.

The hikes will result in
pump prices ranging from
P53.10-P73.40 per liter for
gasoline, P63-P87.44 per liter
for diesel, and P92.17-P125.17
per liter for kerosene.

“When fuel prices in-
crease, the cost of moving
goods increases immediately,
and so do the prices of trans-
porting goods,” Mr. Ferrer
said.

He added “that the pri-
vate sector has started
implementing cost-saving
measures — like carpooling,
work-from-home arrange-
ments, adjusting air-condi-
tioning settings, a greater re-
sort to bulk purchasing, and
investing in renewables.” —
Beatriz Marie D. Cruz

Maharlika Highway initial repairs
targeted for early April completion

THE Department of Public Works
and Highways (DPWH) said it
hopes to finish initial repairs on
the Maharlika Highway project
before early April in anticipation
of the Easter travel season.

“We need to finish this before
Holy Week. The highway from
Quezon all the way to Leyte must
be passable by then,” Public Works
Secretary Vivencio B. Dizon said
in a statement on Tuesday.

Easter Sunday falls on April 5
this year. The week of Easter is
typically marked by extensive use
of the roads by travelers heading
to and from their home provinces,
and by vacationers.

The DPWH is also planning
to start the bidding process for
more extensive rehabilitation
work on the highway in April or
May, with construction due to
start by June.

The Maharlika Highway starts
in northern Luzon and termi-
nates in Zamboanga, linked by
ferry crossings between Bicol
and Samar as well as Leyte and
Surigao.

The DPWH said it will suspend
one-way traffic schemes on the
highway next week. The lane clo-
sures were effected to allow for
the temporary repairs, Mr. Dizon
said.

Last month, the DPWH said
the temporary repairs include
patching stretches of uneven
road.

The DPWH has said it engaged
foreign consultants to help draft
the rehabilitation plan to allow
for suitable new technologies to
be incorporated in the build, in
order to bring the repaired road
up to international standards. —
Ashley Erika O. Jose

Oil Deregulation Law comes in for scrutiny
after fuel prices spike due to Iran crisis

By Sheldeen Joy Talavera reporter

THE 28-year-old law that liberalized the
downstream oil industry needs to be looked at
again to strengthen energy security and pro-
tect consumers, an analyst said.

“Revisiting the Oil Deregulation Law is
necessary to address current vulnerabilities
while maintaining a competitive and invest-
ment-friendly oil market,” Jose M. Layug, Jr.,
executive board member of the Philippine
Energy Research & Policy Institute, said in a
statement.

“The priority is to strengthen transpar-
ency, improve crisis response, and protect
consumers without undermining the gains of
market liberalization,” he added.

Signed in 1998, Republic Act No. 8479, or
the Downstream Oil Industry Deregulation
Act, authorizes pump price adjustments with-
out need for government approval in response
to global oil price movements.

Moves to revise or amend the law have been
floated in response to the attacks on Iran, which
threatens to choke off supply from the Middle
East, much of which needs to transit the Strait
of Hormuz near the site of some of the fighting.

Philippine energy needs are primarily ser-
viced by Middle East crude and fuel products
derived from it.

On March 10, fuel retailers began a gradual
increase in pump prices as the authorities
worked to temper any one-time price hikes

that could total up to P38.50 per liter if im-
posed all at once.

Gasoline prices were set to increase by
P7 to P13 per liter, diesel prices by P17.50 to
P24.25 and kerosene by P32 to P38.50 in the
latest round of adjustments.

The Department of Energy (DoE) has ruled
out a cap on fuel prices, which it said would
violate the deregulation law.

“If there’s a change (in the law...) we will be
able to scrutinize how prices are computed
and whether we should limit (movements) or
(resort to) uniform pricing,” Energy Secretary
Sharon S. Garin said at a recent briefing.

Various measures are being considered in
Congress focusing on making pricing schemes
more transparent.

Mr. Layug said that while key objectives
of the law have been achieved, such as liber-
alizing the industry, opening the market to
independent entrants, and supporting private
investment in fuel infrastructure, the Philip-
pines remains highly exposed to international
oil price fluctuations and supply disruptions.

He said domestic fuel prices largely reflect
international market movements and that
oil company profits “were not consistently
excessive.”

“But as long as we continue to rely on im-
ported fuels, this dilemma will never end until
the Philippines becomes energy indepen-
dent,” he said.

IBON Foundation Executive Director Jose
Enrique A. Africa said that revisiting the law is
“immensely justified,” saying the key context

remains the Philippines’ overdependence on
imported energy.

“The very premise of deregulation of such
a strategic commodity with such far-reaching
impact has to be overturned, the law repealed,
and a new law regulating the oil industry en-
acted,” he told BusinessWorld.

Mr. Africa said the government needs price
stabilization mechanisms, including “regulat-
ed pricing bands, authority to smooth pricing,
a petroleum price stabilization fund learning
from past errors, and a real strategic petro-
leum reserve beyond firm-level inventories.”

A strong state-owned oil firm would be effec-
tive in regulating the industry and insulating it
from adverse market price movements, he said.

“The crisis today can be an important push
to fixing the 30-year error of oil industry de-
regulation,” he said.

Noel M. Baga, co-convenor of the Center for
Energy Research and Policy think tank, said
any action could start with a State of Calamity
declaration, under which the government can
impose price caps.

He said the authority to cap is governed by
the Disaster Risk Reduction and Management
Act and the Price Act.

Overthelongterm, Mr. Bagasaid the Philip-
pine National Oil Co. (PNOC) should establish
a strategic petroleum reserve, a stockpile from
which consumers can draw from at subsidized
prices during crises.

“A strengthened PNOC should serve as
a secure, reliable oil source for government
agencies and the public alike,” he said.

Extra P50 million sought for
farmer, fisherfolk fuel subsidy

THE Department of Agriculture (DA)
said it will request the immediate release
of an additional P50 million to supple-
ment its fuel subsidy fund after crude oil
prices spiked to nearly $120 per barrel
before falling back on Monday.

Agriculture Assistant Secretary Arnel
de Mesa said the release of the funds
would allow the DA to deploy P150
million allocated for fuel assistance to
farmers and fisherfolk amid rising global
energy prices due to the fighting in Iran.

“The P50 million is ready for imple-
mentation in the coming days. The P100
million has already been released to the
DA,” Mr. De Mesa told reporters late
Monday.

He said that based on advice from the
Department of Budget and Management,
the remaining funds may be requested
once the initial tranche is depleted.

Meanwhile, Mr. De Mesa said the
implementing agencies — the Bureau
of Fisheries and Aquatic Resources and
the Bureau of Agricultural and Fisheries
Engineering have been directed to ac-
celerate the disbursement of the initial
P100-million tranche.

The fuel subsidy program is intended
to cushion farmers and fisherfolk from

rising production costs caused by elevat-
ed fuel prices, which affect farm machin-
ery operations and fishing activities.

The program allocates P75 million for
farmers and an equal amount for fish-
erfolk, benefiting nearly 15,000 farmers
and 24,000 fisherfolk.

To qualify for the subsidy, farmers
must be enrolled in the Registry System
for Basic Sectors in Agriculture and must
either own or rent farm machinery that
uses fuel, such as tractors, harvesters, or
irrigation pumps.

Fisherfolk beneficiaries must own or
operate fishing boats with a capacity of
three gross tons or below, while using
fishing gear that complies with fisheries
regulations.

The subsidy will be distributed
through the Interventions Monitoring
Card (IMC) issued to qualified beneficia-
ries. The card allows farmers and fisher-
folk to withdraw their fuel assistance at
accredited fuel stations.

For beneficiaries located in remote or
far-flung areas where IMC transactions
may not be accessible, the DA said fuel
vouchers will be issued instead, which
can be redeemed at participating fuel
outlets. — Vonn Andrei E. Villamiel

PCIC to seek P7.5-B budget
in2027, extension of charter

THE Philippine Crop Insurance Corp. (PCIC) said
it is seeking a P7.5-billion budget for next year to
expand insurance coverage for farmers, and an ex-
tension of its charter, which is set to expire in 2028.

PCIC President Jovy C. Bernabe said the pro-
posed budget represents a Pl-billion increase from
the current P6.5 billion, which would allow the state
insurer to cover an additional 500,000 farmers.

“For every P1 billion in additional funding, we
can cover around 450,000 to 500,000 more farm-
ers across various sectors,” he told reporters.

Mr. Bernabe said any additional coverage will
be allocated 60% to rice, 20% to corn, and 10% to
high-value crops.

“Most subsistence farmers really (cultivate)
rice and corn, so that’s where we concentrate — on
the marginalized,” he added.

The PCIC received an additional P2 billion in
funding this year, allowing it to raise the indemnity
for farmers that suffer total crop losses.

“With the increase in
budget for this year, the
usual P20,000 per hectare Ol
forrice and corn that we pay
for total loss (was) raised it
to P25,000 to increase the
indemnity for our farmers.
That's a 25% increase,”
Mr. Bernabe said. — Vonn
Andrei E. Villamiel
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